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DEVELOPMENTS IN INTERNATIONAL TRADE WHICH HAVE AA
BEARING ON THHE TRADE AND PAYMENTS POSITION OF

DEVELOPING COUNTRIES

Note by the Secretariat

1. The Committee undertakes, at each of its sessions, a review of developments
in international trade which may have a bearing on the trade and payments
position of developing countries in order to permit members to offer comments
and suggestions on points of particular interest to them. A detailed examination
of trends in the trade of developing countries in 1977 can be found in the GATT
publication "International Trade 1977/78". The following paragraphs focus on
developments in the trade and payments position of developing countries in 1978
on the basis of information generally of a preliminary nature available for the
first half of the year.

2. Export earnings of the oil-exporting developing countries were slightly
lower in January-June 1978 than in the first half of 1977, the volume of
petroleum exports having dropped by around 10 per cent between the two periods.
There have been two major reasons for the decline: first, the continued
relatively low level of economic activity in industrial areas and, second, the
growing share of the world oil market supplied by other producers.

3. The value of imports into the oil-extorting developing countries can be
estimated to have increased by nearly 20 per cent between January-June 1977 and
the first half of the current year, a considerably lower rate than in previous
years. In particular the deceleration of import volume growth in the lower-
income oil-exporting developing countries, already noticed in 1977, appears to
have continued in 1978.

4. Despite the slowdown in import growth, the trade surplus of the oil-ex"porting
developing countries was considerably reduced in the first half of 1978.

5. Exports from the oil-imnorting developing countries had increased by
16 per cent in 1977, reflecting, among other things, the significant price rises
for tropical beverages during the first half of the year. Developments during
the first half of 1978 suggest, however, that for the whole of this year the
growth of their export earnings will be considerably lower than in 1977.
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6. The average level of export prices of non-fuel primary products
exported by developing countries during the first half of 1978 was about
9 per cent lower (in dollar terms) than in the corresponding period of 1977.
This decline was due largely to the strong downward movement in prices of
tropical beverages as supplies had recovered from their marked fall in the
preceding season. Extort prices of non-fuel minerals and non-ferrous metals
exported by developing countries were also lower in the first half of 1978
as compared with their level in the first half of 1977, reflecting the
continuous weakness of demand in industrial countries. (See Table 1 and,
for detail on prices of individual commodities, Table 2.)

7. Exports of manufactures in dollar terms during the first half of 1978
by the oil-importing developing countries appear to have substantially
exceeded exports during the same period of 1977. However) available data
for the first half of the year, as well as the uncertainty about developments
during the second half, do not make it possible to say at this stage whether
the growth rate of developing countries' exports of manufactures in
US dollars will reach or exceed the 18 per cent recorded in 1977. (In volume
terms the growth in 1977 can be estim ted to have represented about one half
of the rise in value).

8. Imports into the oil-importing developing countries had risen by
12 per cent in 1977, reflecting mainly increased prices. In the first half
of 1978 the value of their imports rose at a somewhat faster mace than in
1977. The rise of import prices in dollar terms can be estimated to have
been of about the same order of magnitude as in 1977, but in volume terms
there was some speeding up especially in the countries which had recorded a
faster rise of export earnings in 1977.

9. As a result of these developments, the merchandise trade deficit of
oil-importing developing countries widened considerably in January-June 1978
as compared Fith the corresponding period of 1977.

10. On the basis of developments during the first half of 1978, a provisions
estimate of current account balances (goods and services and private
transfers) by mejor areas for the whole of the year is shown in Table 3.
For the oil-exporting developing countries their surplus on current account
is likely to be sharply reduced, from $35 billion in 1977 to $20 billion in
1973. Southern European countries are likely to see their current account
deficit diminish only slightly, to $8 billion, reflecting mainly the
stagnation in their imports. The other developing countries could be
expected to incur a rider deficit, of some $30 billion (as compared with
$22 billion in 1977) basically for the reasons summarized in paragraphs 6-8
above. On the other hand, the industrial areas taken together are expected
to experience a significant improvement in the level of their current account
balances in 1973 after registering a decline over the previous three-year
period.

1Data up to 1977 and forecasts for 1978 are those of the TIF. The
figures exclude official transfers.
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11. The above summary would seem to broadly confirm a continuation of the
1977 situation referred to in the GATT publication ;International
Trade 1977/78'' to the effect that by sustaining the growth in their levels
of imports into 1978, developing countries are making a significant
contribution to economic activity in developed countries. However, as the
payment deficits of the oil-importing developing countries again widen, the
maintenance of this situation will depend increasingly on relatively good
earnings for developing countries from primory products, open markets for
their manufactured exports and on the bais of the preceding two conditions,
liberal access to international credit.
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TABLE 3

CURRENT BALANCES,a 1971-1978

(Billion dollars)

aBalance of goods, services and private transfers.

bIncludes Greece, Portugal, Spain, Turkey and Yugoslavia.

CTrade balances (exports f.o.b. minus imports f.o.b.), taken from foreign
trade statistics

Note: Data for 1978 are provisional estimates.

Sources: IMF, International Financial Statistics and Annual Report; for
the Eastern trading area, national statistics and trading partners'
returns.

Annual
average 1974 1975 1976 1977 1978
1971.1973________

Industrial areas 16.5 -6.0 24.0 5.5 -0.5 (12)

Southern Europeb 1.0 -7.5 -8.o -8.5 -9.0 (

Oil-exporting developing
countries 3.5 68.0 34.0 41.0 35.0 (20)

Other developing countries -10.0 -30.0 -38.0 |-25.0 -22.0 (-30)

Eastern trading areac -0.5 -10.5 -7 -2.5


