ParT 11

The Trade of Commonwealth Countries

UNITED KINGDOM

United Kingdom visible trade in 1968 showed the initial effects of the
devaluation of sterling on 18 November 1967. The rapid growth of world trade
contributed to the strong expansion of exports, and a substantial rise in home
activity played an important part in raising the volume of imports. On a balance
of payments basis, with exports and imports both valued f.o.b., the visible trade
deficit rose to £687 million in 1968 from £537 million in the preceding year, and
£95 million in 1966. The main single element of the deterioration between 1967
and 1968 was the adverse movement in the terms of trade following devaluation.

Exports from the United Kingdom

Value
(f0.b.) Index numbers
£ million
Total Domestic Re- Unit
exports exports exports Volume Value
1964 .. 4,565 4,412 153 100 100
1965 .. 4,901 4,728 173 105 102
1966 .. 5,241 5,047 194 109 106
1967 .. 5,214 5,029 185 107 108
1968 .. 6,394 6,176 218 123 116

Exports responded to the first effects of devaluation and the higher level of
international trade with a substantial rise of nearly 23 per cent in terms of sterling
and of 14 per cent in volume compared with 1967. Some of the increase was the
result of shipments delayed towards the end of 1967 by the dock strikes in
Liverpool and London. In the early months of 1968 the underlying growth of
exports was masked by this carry-over, which had probably ceased to influence
the figures by mid-year, and exports grew very strongly in both value and volume
during the second half of 1968. By December 1968 export prices had risen 9 per
cent in sterling (equivalent to a fall of 6 per cent in dollars) above their level in
October 1967, the last complete month before devaluation. It was officially held
that by the second half of the year devaluation was beginning to play a significant
part in the strong growth in the volume of exports.

Exports from the United Kingdon

£ million
Metals  Mach-
and inery  Electric  Road
Fuels Textiles  metal other mach-  vehicles  Other
and lubri- (including  manu- than  inery and  and manu-
cants Chemicals wool tops) factures electric apparatus parts  factures
1964 .. 139 412 311 496 862 315 539 796
1965 .. 133 442 303 558 932 331 566 866
1966 .. 134 469 290 562 1,044 345 576 1,021
1967 .. 129 492 273 591 1,036 345 523 1,035
1968 .. 166 599 323 721 1,269 409 660 1,321

The rises in value and volume of United Kingdom exports were achieved
against a background of fast growth in world trade. It was estimated that the
value of exports of manufactured goods from the twelve main manufacturing
countries of the world increased by about 14 to 15 per cent between 1967 and
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1968 ; the average annual rate of growth in the previous decade had been about

% per cent. Exports to all main areas in 1968 were substantially higher in sterling
value than in 1967, with particularly strong increases to the United States, Latin
America, the Soviet Union and Eastern Europe. Sales to the United States
increased by nearly 43 per cent, or by 21 per cent in dollars, reflecting the increase
in economic activity and demand for imports in that country. There was a strong
growth in exports to E.E.C. countries after the hesitation of the previous year,
and a less marked expansion of exports to the countries of continental EFTA.
A recovery in demand for imports in the E.E.C., begun at the end of 1967,

TABLE 17
EXPORTS FROM THE UNITED KINGDOM
£ million

1964 1965 1966 1967 1968
Canada .. .. .. .. 194 208 224 220 266
Australia. . .. .. .. 259 284 258 256 315
New Zeatand .. .. .. 118 126 128 100 104
India .. .. .. .. 130 116 97 83 73
Pakistan .. .. .. .. 45 52 53 51 47
Ceyllon .. .. .. .. 20 19 23 2; 23
Malaysia .. .. o0 51 4 8
Singapore A T 94 { 40 36 41
Ghana .. .. .. .. 36 41 31 31 33
Nigeria .. .. .. .. 71 73 67 59 59
Malawi .. .. .. .. a 4 6 6 7
Zambia .. .. .. .. a i5 26 26 36
Kenya .. .. .. .. 33 35 44 48 47
Jamaica .. . .. .. 24 24 24 24 29
Trinidad & Tobago .. .. 25 25 24 20 24
Hong Kong .. .. .. 58 66 66 62 78
Other Commonwealth . . .. 150 i53 135 133 160
Irish Republic .. .. .. 175 186 189 197 273
South Africa .. .. .. 239 265 247 261 265
United States .. .. .. 429 521 652 639 909
Belgium .. .. .. .. 167 175 187 184 243
France .. .. .. .. 203 193 213 218 253
West Germany . . .. .. 248 285 289 277 363
Italy .. .. .. .. 140 123 148 158 178
Netherlands .. .. .. 204 203 207 206 256
Denmark .. .. .. 119 127 137 146 163
Norway .. .. .. .. 88 88 109 130 127
Sweden .. .. .. .. 204 226 236 225 263
Switzerland .. .. .. 92 95 111 117 136
Spain .. .. .. .. 69 86 102 92 99
Finland .. .. .. .. 66 73 77 73 80
Soviet Union .. .. .. 40 47 50 64 104
China .. .. .. .. i8 26 34 39 29
Japan .. .. .. .. 60 53 69 87 98
Argentina .. . .. 28 27 23 25 34
Venezuela .. .. .. 23 25 24 22 33
Other countries .. . 704 742 840 835 1,098
Total all countries. . .. 4,565 4,901 5,241 5,214 6,394

Of which:
Commonwealth .. .. 1,249 1,335 1,297 1,219 1,390
EE.C. .. .. .. 963 982 1,045 1,042 1,291
EFTA (Continental) . . .. 575 613 684 706 803
Eastern Europe .. .. 104 117 151 174 228

a Included in “Other Commonwealth”.
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continued strongly throughout 1968, so that the value of United Kingdom
exports to the Community was 24 per cent higher than in 1967: about two-thirds
of this represented an increase in volume. By the middle of 1968 exports to
E.F.T.A. countries rose sharply so that the annual rate of increase was 13 per
cent, and probably about half of this reflected higher prices. Deliveries to
Canada rose less spectacularly than those to the United States, while those to the
rest of the Commonwealth were considerably distorted by the effect of the dock
strikes, and much of the year-on-year increase was due to the effect of delays.
There were, however, signs of renewed growth in the second half of 1968.
Exports to Latin America and to Eastern Europe grew strongly at the beginning
of 1968 and maintained these levels with a further increase in the fourth quarter:
much of the increase was made up of the higher volume of exports.

All major categories of exports contributed to the 43 per cent increase in
exports to the United States. One important factor was the high level of
deliveries of aircraft engines to be incorporated in military aircraft being
purchased by the United Kingdom. The increase in exports excluding these
engines was 37 per cent. About half of total whisky exports from the United
Kingdom go to the United States: in 1967 these stood at £64 million and rose
to over £93 million in 1968. Anticipatory stock-building of whisky in the United
States, against the threatened dock strikes, contributed to the sharp increase in
total exports in the middle of the year. The value of shipments of iron and steel
and non-ferrous metals went up by 71 per cent and 55 per cent respectively, while
diamond exports rose by £20 million to £75 million in the year. Sales of
machinery increased by nearly 60 per cent, about two-thirds of this being on
account of the high deliveries of aircraft engines. Sales of cars to the United
States began to rise in the middle of the year and achieved a 33 per cent increase
by the end of the year, compared with 1967.

In the case of the E.E.C. the upturn in the German economy was an important
factor in the renewed growth of activity and there were increases in the value of
exports over a fairly wide range of commodities, although exports of food and
live animals fell, partly as a result of the foot and mouth epidemic in Britain and
partly because of the operation of the E.E.C. levy system. Deliveries of road
motor vehicles increased by over a half. Exports to West Germany rose by just
under a third with sales of ships and aircraft playing an important part in the
increase. The rise in exports to Belgium was largely accounted for by sales of
diamonds marked up in terms of sterling. The rises in exports to France and
Ttaly took place mainly in the second half of the year; in France this was mainly
in contrast to lower exports owing to domestic events in the first half, while in
Italy there was a general renewal of growth in demand for imports after the
middle of 1968. A similar pattern emerged in exports to EFTA countries which
rose much more strongly in the second half of the year. The large increase in
exports to Austria was made up to a great extent of increases in road motor
vehicles, while ships accounted for the decline in the value of clearances for
Norway. There was a very steep rise, of over 60 per cent, in sales to the Soviet
Union, with machinery almost doubling and exports of textiles increasing by
more than a half. Sales of aircraft contributed to the increase of more than 200
per cent in exports to Rumania, but these rises were partially offset by lower
exports to Poland and East Germany.

Exports to Commonwealth countries as a whole rose by 14 per cent in sterling,
a decline of 2 per cent in dollars, and their share of total U.K. exports to all
destinations fell by 1-6 percentage points in 1968. Sales to Canada were 21 per
cent higher in sterling. There was a strong growth—about 77 per cent—in
exports of road motor vehicles and, in the first and last quarters of 1968, of
ships, a movement which tended to distort the figures, but it seems that there
was an underlying upward trend in sales to this market in the latter part of 1968.
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As the effects of carry-over shipments from the dock strikes at the end of 1967
diminished, exports to the rest of the Commonwealth declined. There was
probably a modest underlying growth in the value of exports to the area for the
whole year, but it is unlikely that there was a significant increase in volume
between the two years. Exports to Australia were about a quarter higher than in
1967 and this was partly due to increased valuation in sterling prices. The
increases were spread widely over many categories. Exports to New Zealand
showed only a small increase but renewed growth emerged towards the end of
the year. Exports to both India and Pakistan declined, there being a sharp fall
in exports of fertilizers to the former country.

Imports into the United Kingdom

Value Index numbers
(c.i.f)
£ million Volume Unit Value

1964 .. 5,696 100 100
1965 .. 5,751 101 100
1966 .. 5,947 103 102
1967 .. 6,434 110 102
1968 .. 7,899 120 113

The value of imports also increased very rapidly in 1968, at a rate similar to
that for exports. They reached a peak in October and then declined. Their value
in the fourth quarter was much the same as in the third, confirming earlier
impressions that the rising trend had at last levelled out. The value increased
very rapidly in the early months of the year when prices were rising due to
devaluation, and the volume of imports was reflecting the rise in pre-Budget
spending and some carry-over from the end of 1967. Although consumption
fell back in the second quarter, economic activity in general continued above
the average level of 1967 and increased again in the third quarter. The volume
of imports continued more or less at the higher level reached early in the year
apart from a dip at the mid-year point probably due mainly to the French
disturbances, and a delay to imports affected by the Kennedy Round tariff cuts
which came into effect at the beginning of July. TImport prices increased by
114 per cent between 1967 and 1968, mainly due to devaluation, and total
imports for the year were just over 9 per cent higher by volume than in 1967.
A small part of the increase arose from imports delayed by strikes in 1967 and
part was due to high imports of silver and precious stones for reasons largely
unconnected with the level of home demand. In addition a substantial rise in
the volume of imports was to be expected from the rise in home activity, although
the higher prices due to devaluation had the effect of restraining certain classes
of imports.

Imports into the United Kingdom

£ million
Basic Petroleum  Machinery
Beverages materials and and Other
and and petroleum transport manu-
Food tobacco base metals  products equipment Sactures
1964 .. 1,622 149 1,522 584 545 1,121
1965 .. 1,571 137 1,554 609 606 1,202
1966 .. 1,572 139 1,569 625 681 1,281
1967 .. 1,609 154 1,512 729 868 1,476
1968 .. 1,711 193 1,932 905 1,189 1,862

All categories of imports showed value rises over the year. Arrivals of food,
beverages and tobacco were very high in the first quarter but fell in the second;
for the year as a whole they were 8 per cent up on the 1967 level. The high value
of arrivals in the first quarter reflected the carry-over from the dock strikes and
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also the changed pattern of tobacco supply with the loss of Rhodesian sources,
as well as greater cost of meat imports following an outbreak of foot and mouth
disease which reduced home supplies and led to a temporary ban on imports
from South America. Imports of basic materials rose by 20 per cent, about half
of which was due to price increases and half to an increase in volume. The large
increase in the value of non-ferrous metals from £380 million to £568 million

TaBLE 18
IMPORTS INTO THE UNITED KINGDOM
£ million

1964 1965 1966 1967 1968
Canada .. .. .. .. 458 458 425 456 513
Australia. . .. .. .. 251 219 208 174 211
New Zealand .. .. .. 208 208 187 186 197
India .. .. .. .. 141 128 119 126 135
Pakistan .. .. .. .. 27 27 32 33 41
Ceylon .. .. .. .. 42 42 36 40 40
Malaysia .. .. .. 53 49 32 28 36
Singapore .. .. .. } 16 18 26
Ghana .. .. .. .. 19 17 18 24 35
Nigeria .. .. .. .. 88 113 113 79 70
Malawi .. .. .. .. a 7 9 9 11
Zambia .. .. .. .. a 76 80 71 90
Jamaica .. .. .. .. 30 28 29 29 26
Trinidad & Tobago .. .. 36 24 22 23 23
Hong Kong .. .. .. 81 70 81 90 115
Other Commonwealth . . .. 272 207 183 188 223
Irish Republic .. .. .. 179 170 186 224 268
South Africa .. .. .. 183 181 191 220 271
United States .. .. .. 651 672 723 812 1,063
Belgium .. .. .. .. 112 123 132 146 175
France .. .. .. .. 187 191 212 255 312
West Germany .. .. .. 270 265 302 339 437
Italy .. .. .. .. 133 145 166 195 236
Netherlands .. .. .. 239 271 291 329 407
Denmark .. .. .. 187 195 206 217 239
Norway .. .. .. .. 100 106 120 127 162
Sweden .. .. .. .. 209 215 217 247 314
Switzerland .. .. .. 76 85 98 121 151
Finland .. .. .. .. 116 116 123 130 161
Soviet Union .. .. .. 97 119 125 123 158
Spain .. .. .. .. 60 57 62 74 99
Kuwait .. .. .. .. 124 89 93 74 141
Iran .. .. .. .. 40 41 38 137 91
Iraq .. .. .. .. 80 70 66 24 26
China .. .. .. .. 25 27 34 30 34
Japan .. .. .. .. 75 78 77 91 115
Argentina .. .. .. 78 71 71 72 52
Brazil .. .. .. .. 30 28 32 27 38
Venezuela .. .. .. 74 73 58 68 73
Other countries .. .. 665 690 734 778 1,084
Total all countries. . .. 5,696 5,751 5,947 6,434 7,899

Of which:
Commonwealth .. .. 1,706 1,673 1,590 1,574 1,792
E.E.C. .. .. .. 941 995 1,104 1,264 1,567
EFTA (Continental) .. 630 665 716 811 999
Eastern Europe .. .. 193 220 241 254 303

a Included in **Other Commonwealth”.
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reflected higher copper prices, and greater inward clearances of silver bullion—
much representing purchases on behalf of non-residents. Imports of petroleum
and petroleum products increased by about a quarter; the volume increase was
about 6 per cent, prices being some 17 per cent higher. This price rise reflected
not only the increase resulting from devaluation but also changes in the f.o.b.
price and in the freight cost throughout the year. Imports of chemicals were
£87 million higher, or 26 per cent, prices being about 10 per cent higher than in
1967 while volume went up by 14 per cent. Imports of finished manufactures,
excluding United States military aircraft, were £308 million, or 26 per cent,
higher than in 1967. Prices rose by some 14 per cent, and volume by about 11
per cent.

In the area pattern of trade, an increase of 27 per cent in imports {rom the
sterling area was due mainly to the increased availability of oil imports from
Kuwait and Libya in 1968. Imports from Western Europe and North America
were each 24 per cent higher, reflecting the growth in imports of semi- and
finished manufactures; the American figure also reflects a drop in oil imports
from the United States as normal sources of supply became available again.

Imports from the United States increased by nearly a third. Manufactured
goods from this source went up by about a fifth over the 1967 level, electric and
non-electric machinery contributing substantially to the rise. Tobacco imports
also increased, with devaluation putting up prices and a volume expansion of
24 per cent reflecting the continued loss of Rhodesian supplies. Imports from
both the E.E.C. and EFTA were high at the turn of 1967/68, with devaluation
lifting prices and pre-Budget demand also leading to a greater volume of imports.
In addition there were very high imports of diamonds. Although there was some
easing back in the second quarter, due partly to a holding off of imports to take
advantage of the Kennedy Round tariff cuts effective on 1 July, and partly to
the French disturbances in June. Imports from these areas continued to grow
strongly during the remainder of the year. The increase by volume in imports
from the Soviet Union and Eastern Europe was probably little different from
recent years and the rise recorded for value owed much to higher prices. In
Latin America, imports from Venezuela continued to rise though not as
spectacularly as in 1967 after the closing of the Suez Canal, while those from
Brazil increased by 40 per cent with major contributions coming from meat,
coffee and timber. Imports from both Libya and Kuwait were just about
doubled, due to increased oil purchases, whereas oil imports from Iran fell
sharply, although still well above their 1966 level.

Imports from the Commonwealth rose by 14 per cent. Those from Canada
went up by 12 per cent with a strong growth, as previously mentioned, in imports
of semi- and finished manufactures. Imports from both Australia and New
Zealand increased partly due to a large growth in mutton and lamb shipments,
although butter shipments from these sources fell. A large part of the rise in
imports from Hong Kong was in clothing and footwear. The reduction in
imports from Nigeria was again due mainly to a fall in oil supplies, while the
reduction in imports from Jamaica was due mainly to a decline in purchases of
rum and bananas.

United Kingdom

Balance of Terms of
merchandise trade trade
£ million
1964 .. -1,131 100
1965 .. + 850 103
1966 .. - 708 104
1967 .. —-1,221 106
1968 .. --1,505 103
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CANADA

Despite external difficulties at the commencement of the year and restrictive
budgetary measures in March, which included a temporary 3 per cent income
tax surcharge on individuals and corporations, higher excise taxes and accelera-
ted corporate tax payments, G.N.P. in 1968 increased by close on 8 per cent
and national output in real terms by no less than 4 per cent. The measures taken
in March may have had some restrictive effect but consumers’ expenditure rose
relatively fast, influenced by higher employment and wages and some fall in the
savings ratio. Total industrial output was 4 -5 per cent higher in 1968 compared
with the preceding year, and manufacturing showed a gain of over 4 per cent, the
main impetus in the Canadian economy emanating from the growth of sales in
foreign markets.

In January 1969 the Trade and Commerce Minister stated that the growth of
Canadian exports during 1968 has been ““in absolute terms the largest ever
achieved and in percentage terms the largest of the past 17 years”. The value of
exports was recorded at $13,574 million—an increase of over $2,100 million or
19 per cent on the 1967 total of $11,411 million. Exports to the United States
rose by over a quarter to $9,218 million from $7,350 million in the previous year.

Canada
$ million
Exports Imports Balance of
(f0.b.) (f0.b.) merchandise trade
1964 .. . 8,304 7,441 - 863
1965 .. .. 8,767 8,633 + 134
1966 .. .. 10,325 9,866 459
1967 .. .. 11,411 11,081 =330
1968 . .. 13,574 12,344 + 1,230
Index numbers
Exports Imports
Volume Price Volume Price Terms of Trade
1964 .. .. 100-0 100-0 100-0 100-0 100-0
1965 .. .. 101-3 103-9 100-0 115-3 90-1
1966 .. . 105-5 1179 101-3 132-7 88-8
1967 .. .. 107-7 127-4 102-3 142-0 89.7
1968 .. .. 1.2 145-5 104-2 156-7 92-9

In the first nine months of 1968 there was a change of $477 million in the
current account balance compared with the previous year as the 1967 deficit of
8412 million swung to a surplus of $65 million. The terms of trade were slightly
better with the unit value of exports up by about 3 per cent while average import
prices were just over 2 per cent higher. Trans-border transactions accounted for
85 per cent and for 74 per cent of the increase in Canadian merchandise exports
and imports respectively, and the decreased deficit in current account trans-
actions as a whole with the United States accounted for over 90 per cent of this
change. Capital account movements, however, went from a $401 million inflow
in 1967 to a $50 million outflow in 1968 while there was a swing in official net
monetary assets of $26 million, from a decline of $11 million in the first three

quarters of 1967 to an increase of $15 million in the corresponding period of
1968.

Increases in exports of automotive products amounting to $908 million
accounted for some 40 per cent of the growth of merchandise exports in 1968.
The U.S.—Canada Auto Pact was recently renegotiated on terms that remained
favourable to Canada. Other important increases in exports occurred in copper
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Exports from Canada

$ million
Road motor
Wheat  Other Wood, Crude Iron  Non-ferrous  vehicles,

and  grains Newsprint  timber  petroleum  ore metals engines and

Sflour and pulp and ores  other parts
1964 1,124 74 835 1,038 262 356 1,269 177
1965 904 68 870 1,046 280 361 1,449 353
1966 1,142 72 968 1,032 322 369 1,547 993
1967 795 101 955 1,087 398 383 1,709 1,730
1968 742 55 990 1,338 446 443 2,056 2,638

ores and alloys, due in large measure to a prolonged strike in U.S. copper mines.
In the iron and steel groups the advance of exports was influenced by stock-
piling of steel by United States users in anticipation of a strike in the steel
industry. In wood pulp, lumber and sawmill products there were rises totalling
about $250 million. Exports of nickel in ores and alloys were higher as were
exports of aircraft, engines and parts. Clearances of wheat, which fell by
approximately $50 million, were influenced by lower shipments to India.
Pakistan, the Soviet Union, Japan, South Africa and the United Kingdom.
However, sales of wheat to China rose by over $50 million. There was an
increase in exports of some other food products and a reduction in exports of
agricultural machinery.

TABLE 19
EXPORTS FROM CANADA
$ million

1964 1965 1966 1967 1968
United Kingdom .. .. 1,207 1,185 1,132 1,178 1,226
Australia. . .. .. .. 150 144 119 161 191
New Zealand .. .. .. 34 37 42 41 33
India .. .. .. .. 65 60 108 142 113
Pakistan .. .. .. .. 20 22 26 34 30
Jamaica .. .. .. .. 29 31 34 40 35
Trinidad & Tobago .. .. 18 22 24 20 16
Other Commonwealth Caribbean 32 31 46 50 50
Other Commonwealth . . . 70 71 67 70 57
South Africa .. .. .. 70 78 76 79 70
United States .. .. .. 4,454 5,050 6,254 7,350 9,218
Belgium .. .. .. 102 129 119 103 129
France .. .. .. . 81 90 87 84 84
West Germany . . .. .. 217 193 180 181 232
Italy .. .. .. . 63 95 116 143 133
Netherlands . .. .. 102 129 144 178 185
Norway .. .. .. .. 68 83 108 89 118
Japan .. .. .. .. 332 317 395 572 608
China .. .. .. .. 136 105 185 91 163
Venezuela .. .. .. 65 74 77 82 103
Soviet Union .. .. .. 316 198 321 129 89
Other countries .. .. 673 623 665 594 691
Total all countries. . .. 8,304 8,767 10,325 11,411 13,574

Of which:
Commonwealth .. .. 1,625 1,603 1,598 1,736 1,751
E.E.C. .. .. .. 566 636 645 689 763
EFTA (Continental) .. 151 167 206 175 211
Eastern Europe .. .. 477 305 395 181 137
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Exports to the United States rose by over a quarter in 1968 to make up almost
70 per cent of the value of shipments to all destinations, compared with 64 per
cent in 1967. Exports to the United Kingdom, Canada’s second largest market,
also grew but at the much lower rate of 4 per cent. Small rises in exports to this
market occurred in cheddar cheese and tobacco, while major gains were scored
by non-ferrous metals and newsprint paper; but these rises were offset to a great
extent by substantial reductions in sales of lumber and cereals. Exports to
Australia grew by about a fifth with increases registered in automotive products
and newsprint, but those to New Zealand declined by about the same pro-
portion. Exports to the E.E.C. rose by 11 per cent with increases in non-ferrous
metals, wood pulp, and copper manufactures contributing towards the rise. An
increase of over a fifth in exports to the continental EFTA countries was
made up of rises in copper ore and other non-ferrous metals, and copper manu-
factures, among other things. Exports to the Soviet Union fell by almost a third,
most of the fail coming in reduced sales of wheat. Rises in sales of copper ore,
lumber and wood pulp contributed to the 6 per cent rise in exports to Japan
while a sharp rise in wheat sales accounted for higher exports to China.

Imports into Canada

$ million
Mineral
Basic Suels,
materials lubricants,  Machinery Transport Other
and base gas and equipment  manufactures
Food metals electricity

1964 ..o 132 1,112 550 1,885 889 2,048
1965 .. 700 1,279 626 2,180 1,240 2,282
1966 ..o 129 1,294 636 2,655 1,665 2,500
1967 .. 822 1,205 710 2,497 2,657 2,857
Jan.-Nov.
1967 .. 139 1,104 646 2,355 2,412 2,788
1968 .. 773 1,127 691 2,337 3,249 2,983

On a Customs clearance basis imports rose by 11 per cent in 1968 compared
with the previous year, automotive products accounting for much the greater
part of the increase. Deliveries of aircraft and parts made up some of the
increase in the value of recorded imports, but their effect on the merchandise
trade item of the balance of payments was partly offset by the earlier inclusion of
related progress payments. There was also a rise in imports of crude petroleum
and fuel oil and in imports of aluminium, precious metals, machinery and
wearing apparel. Important reductions occurred in imports of iron and steel
and agricultural machinery.

On a geographical basis, imports from the United States rose by 13 per cent in
1968, so that this country’s share of the Canadian market stood at 73 -2 per cent,
a gain of just under one per cent on the preceding year. Big increases occurred
in the automobile category due, as on the export side, to the Automotive
Agreement. While imports of automotive products still exceeded exports, the
deficit incurred in 1968 was the smallest in many years. Falls were registered in
bulldozing equipment, in metal working machine tools and in combine reaper-
threshers. A 3 per cent increase occurred in imports from the United Kingdom.
Imports from Nigeria declined by well over half, mainly because of lower
imports of crude petroleum. Imports from the E.E.C. were slightly up on 1967
with increased imports (especially automobiles) from West Germany. Imports
from Eastern Europe including the Soviet Union ran at a similar level to that of
1967, while imports from Japan increased by a sixth with small rises in auto-
mobiles and electrical equipment.
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TaBLE 20
IMPORTS INTO CANADA

$ million

1964 1965 1966 1967 1968
United Kingdom .. .. 572 619 645 673 694
Australia .. .. .. 60 47 60 64 77
New Zealand .. .. .. 14 15 15 15 19
India .. .. .. .. 36 43 40 43 39
Ceyllon .. .. .. .. 13 14 10 12 10
Malaysia .. .. .. 29 22 27
Singapore . .. .. } 34 40 ‘f 12 11 16
Jamaica .. .. .. .. 48 36 37 32 35
Trinidad & Tobago .. .. 21 17 16 19 20
Other Commonwealth Caribbean 43 29 36 39 39
Other Commonwealth . . . 102 93 124 132 114
United States .. .. .. 5,128 6,048 7,140 8,028 9,039
Belgium .. .. .. .. 59 72 62 65 56
France .. . .. .. 68 96 107 130 121
West Germany . . .. . 170 210 235 257 300
Italy .. .. .. .. 67 80 87 {10 116
Netherlands .. .. .. 40 56 60 65 70
Japan .. .. .. .. 174 230 253 305 356
Venezuela .. .. .. 271 255 215 276 358
Other countries . . 521 633 683 783 838
Total all countries. . .. 7,441 8,633 9,866 11,081 12,344

Of which:
Commonwealth .. .. 943 953 1,024 1,062 1,090
E.E.C .. .. .. 404 514 551 627 663
EFTA (Continental) .. 137 177 209 237 243
Eastern Europe .. .. 27 42 54 79 77

AUSTRALIA

Because of the effects of a severe drought in the south-east of the country, the
growth of the Australian economy was slower in 1967-68 than in the previous
year and real G.N.P. rose by an estimated 3-7 per cent, compared with 5-8 per
cent in 1966-67. Output in the rural sector fell by about 11 per cent, the wheat
crop being only some three-fifths the size of that of the previous year and whole
milk production declining by around 7 per cent. With a fall in farm prices
averaging about 5 per cent, income from the agricultural sector dropped by
around a third. Industrial production, by contrast, rose faster than in 1966-67
in response to an acceleration in all major categories of expenditure. This
buoyancy owed much to government expenditures, which grew more rapidly
than private spending for the fifth successive year, with defence outlays continu-
ing to play a dominant role. Other significant growth factors included a quicken-
ing in personal consumption throughout the year and a recovery in private fixed
capital expenditure in the first half.

Principally because of the drought and lower agricultural prices exports were
rather sluggish during 196768, whereas imports were at a much higher level,
largely because of the high foreign content of defence expenditure. The result
was to convert a small surplus on the trade account in 1966-67 to a substantial
deficit in the following year. The deficit on the invisible sector of the current
account rose strongly in the first half of the year but fell somewhat in the second
half. There were large increases in freight payments, reflecting greater imports
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and the closure of the Suez Canal, and in income payable overseas. The overall
result was a sharp deterioration in the current account balance in the first three-
quarters of the year but some improvement in the last quarter, though the
deficit was still running at an annual rate of over $A1,100 million, the highest
rate for sixteen years.

Balance of payments summary

($A million)
Exports Imports Balance Invisibles Balance on Balance on  Official
Year (fob) ( fob) of (net) Current Capital  monetary
Trade Account Account  movements
(net)
1965-66 .. 2,626 2,822 — 196 —691 — 887 +948 -+61
1966-67 .. 2,926 2,837 +89 —743 - 654 -+534 - 120
1967-68 .. 2,944 3,182 —238 — 843 — 1,081 +1,159 +78

To cover this deficit the inflow of capital reached unprecedented heights.
This was principally accounted for by a rise of 8A392 million to $A 1,035 million
in private capital inflow, much of which was portfolio investment associated
with a succession of important mineral discoveries; official transactions also
made an important contribution, however, through the successful floating of
loans abroad, while a change in statistical procedure was of significance (see
below). The net result was a favourable monetary movement of $A78 million,
compared with an adverse movement of $A 120 million in 1966-67. As the great
bulk of this was reflected in an improvement in the Australian position in the
I.M.F.,and notin firstline gold and foreign exchange holdings, which devaluation
of sterling had depleted by $A113 million, the value of the country’s reserves
on 30th June 1968, at $A 1,092 million, was $A106 million below the level of
that of the previous year. Automatic drawing rights on the . M.F. rose in value
from $A624 million to $A695 million. In future the degree of dependence on
external finance should be moderate if institutions such as the Australian
Resources Development Bank, which started operations during 1967-68, make a
significant contribution towards mobilizing new domestic savings.

The small rise in Australian exports in 1967-68, of less than one per cent, was
compounded of a fall in the value of agricultural products and a more than
offsetting rise in other exports, particularly minerals. Exports of wool, still by
far the largest earner of foreign exchange, declined substantially as a result of
the sharp drop in prices in the first half of the year which caused average quota-
tions for 1967-68 to fall some 13 per cent below those obtaining during 1966-67.
The volume of wool exported, by contrast, rose 3 per cent. Among other
agricultural products, receipts from meat exports were unchanged as higher
sales of mutton and lamb were offset by lower values for offals and canned meat,
while beef and veal, the chief component of the group, remained static. The
drought had an appreciable effect on exports of dairy produce, however, with
shipments of butter and milk falling both in volume and price, though receipts
from cheese advanced as the quantity exported reached a record level following
the raising from July 1967 of the bounty paid on domestic production of milk
for cheese. The decline in proceeds from wheat exports was due to the steady fall
in prices during the first half of the year, as in spite of the poor crop volumes
were maintained by running down stocks. A similar situation obtained for
hides and skins, receipts from which fell sharply as prices slumped while volumes
were stable. The slightly lower level of sugar exports, by contrast, was caused by
a decline in volume rather than in prices. The one really buoyant feature of
Australian exports remained that of iron ore, though smaller contributions to
growth continued to be made by most of the non-ferrous ores and some of the
metals, as well as by coal; exports of iron and steel, however, were cut by the
strength of domestic demand. In total the share of the mining industry in
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Australian exports rose to about 15 per cent in 1967-68, compared with less than
12 per cent in 1966-67, while the proportion was officially forecast to rise to
about 20 per cent by 1972-73. The growth in exports of manufactured goods
slackened during the year although the chemicals sector was buoyant, chiefly
reflecting substantially higher shipments of alumina associated with an increase
in bauxite processing facilities.

Exports from Australia

$A million
Meat Butter Wheat Sugar Wool Hides Fruit  Non- Iron lIron
and and ferrous and  ore
Hour skins ores and  steel
metals
1964-65 .. 286 67 336 114 806 80 82 194 62 |
1965-66 .. 288 58 291 95 785 89 104 273 73 3
1966-67 .. 279 65 385 103 807 89 100 236 111 46
1967-68 .. 279 47 368 101 717 64 11 277 92 100
July-Dec.

1967 .. .. 146 31 217 66 336 35 44 132 47 43
1968 .. .. 146 27 128 90 368 39 42 162 56 80
TABLE 21
EXPORTS FROM AUSTRALIA «

SA million
July-Dec.
1964-65 | 1965-66 | 1966-67 | 1967-68
1967 1968
United Kingdom . . .. 508 466 398 414 200 215
Canada .. .. .. 40 43 50 52 26 36
New Zealand .. .. 152 164 166 147 85 86
India .. .. .. 55 27 57 65 44 16
Malaysia .. .. L 81 J 47¢ 46 46 27 35
Singapore .. S 1 31 49 53 29 29
Hong Kong .. . 51 33 36 43 30 34
Pacific Territories b .. 84 S1 79 81 59 59
Other Commonwealth .. 63 98 115 104 42 37
United States .. .. 257 330 338 388 200 245
Belgium .. .. .. 59 51 56 47 25 21
France .. .. .. 11 118 99 88 45 54
West Germany .. .. 84 100 75 90 45 52
Italy .. .. .. 85 110 126 87 39 44
Poland .. .. .. 14 17 19 20 12 13
Soviet Union .. .. 76 48 20 27 13 20
China .. .. .. 136 107 129 126 76 30
Japan .. .. .. 440 470 585 641 312 384
South Africa .. .. 24 22 42 28 14 23
Other countries .. .. 257 301 382 353 137 126
Total all countries .. 2,577 2,634 2,867 2,900 1,459 1,559
Of which:
Commonwealth .. 1,034 960 996 1,005 542 547
E.E.C. .. .. .. 357 416 392 346 170 194
EFTA (Continental) .. 25 25 28 26 13 11
Eastern Europe. . .. 109 77 54 64 32 27

a Years ended June 30th.
b Australian overseas territories and British islands in the Pacific.
¢ Includes Singapore up to 30th September 1965.
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A market analysis showed that higher exports to the three biggest individual
destinations, Japan, the United Kingdom and the United States, slightly more
than counterbalanced a decline in those to the E.E.C., New Zealand and China.
The continued sharp rise in exports to Japan reflected an accelerationin thesales
of minerals, particularly iron ore and, to a less extent, coal, and higher shipments
of wheat and meat; this more than outweighed substantially lower receipts from
wool. Exports to the United Kingdom only partly recovered from their steep
two-year decline as increases in the value of shipments of wheat, together with
most of the non-ferrous metals and ores (particularly lead metal), were offset by
lower values for beef, butter, sugar and wool. Lower exports to New Zealand
resulted from smaller sales of most manufactures, notably motor vehicles,
associated with the economic problems experienced by that country. A strong
rise in shipments of alumina was the main point in the considerable increase in
exports to the United States, though higher receipts from meat and fish were
also important factors, more than offsetting declines registered by wool, iron
and steel and several non-ferrous ores and metals. Exports to the E.E.C. fell for
the second successive year, as a partial recovery in sales to West Germany was
insufficient to counteract a slump in those to France, Belgium and, especially,
Italy, the principal element in which was the fall in receipts from wool. Among
other major items exports of hides and skins were depressed by a sharp drop in
sales of sheepskins to France, and to a less extent to Italy, while there was a
more general decline in exports of iron and steel and non-ferrous metals. The
fall in the value of the total, however, was moderated by higher receipts from
shipments of wheat and iron ore. Among the centrally planned economies the
small decline in exports to China resulted from a sharp drop in iron and steel
exports, and wool, which were not fully offset by an increase in sales of wheat:
in 1967-68 the last-mentioned had accounted for practically the entire total. In
Eastern Europe exports to the Soviet Union and Poland increased as a result of
higher wool shipments. Of the smaller Australian markets, exports to South
Vietnam leapt because of the effect of American procurement policies while
those to several other regional markets, notably the Philippines, also advanced.

After stagnating during most of the latter half of 1966-67, imports on a
seasonally adjusted basis rose again in the early part of 1967-68. Subsequently,
though there were considerable fluctuations, they followed an upward trend,
averaging some 7 per cent higher than in 1966-67. A part of this increase was of
a purely statistical nature, as from February 1968 it became possible for entries
to be cleared at the main ports in advance of the goods. This accelerated the
rate at which imports were recorded and added into the statistics the value of
goods that had not yet entered the country. (Since this procedure would not
have changed the timing of payments to any significant degree, it would have
increased the apparent lag in payments abroad and hence would have added to
the apparent capital inflow. It is estimated that this could have added about
8A30 million to both imports and the apparent capital inflow in 1967-68). The
main item in the increase in imports, however, was that of defence equipment,
which contributed about a third of the total advance and was most marked for
such items as telecommunications apparatus. Most other categories rose
broadly in line with changes in domestic expenditure, with especially large
increases in imports of motor vehicles and components (including rubber tyres),
and of building and construction materials, particularly iron and steel and sawn
timber. Imports of capital items such as machine tools and agricultural imple-
ments rose, especially in the second half of the fiscal year. Other categories to
show an increase included the chief fertiliser raw materials, sulphur and phos-
phates, and most chemicals, notably plastics. Imports of food, drink and
tobacco, by contrast, declined slightly, as did deliveries of crude petroleum and

petroleum products, a sector where indigenous production is gaining in impor-
tance.
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Imports into Australia

$A million

Food, Basic materials Petroleum  Machinery Other

beverages and base metals and petro- and manu-
and tobacco leum transport Jactures

products equipment
1964-65 .. 136 389 244 1,029 1,013
1965-66 .. 147 318 252 1,121 970
1966-67 .. 156 310 247 1,144 1,038
1967-68 .. 152 349 241 1,254 1.112
July-Dec.
1967 .. .. 72 167 117 593 538
1968 .. .. 86 193 123 700 615
TABLE 22
IMPORTS INTO AUSTRALIA «
$A miilion
July-Dec.
1964-65 | 1965-66 | 196667 | 1967-68

1967 1968

United Kingdom . . . 740 755 695 698 328 376
Canada .. .. .. 117 108 114 136 63 85
New Zealand .. .. 45 47 46 59 29 38
India .. .. . 41 35 33 35 18 18
Ceylon .. .. .. 17 18 i5 15 8 9
Malaysia 1 s J 32¢ 28 28 s 16
Singapore .. S 1 4 9 8 4 6
Hong Kong .. .. 24 25 30 36 20 21
Other Commonwealth .. 87 91 96 94 48 53
United States .. .. 676 695 746 805 410 492
West Germany .. . 159 168 154 183 97 101
France .. .. .. 67 92 86 84 40 34
Italy .. .. .. 50 50 52 71 36 42
Netherlands .. .. 34 40 45 47 25 24
Sweden .. .. .. 52 52 S0 47 24 25
Japan .. .. .. 252 280 290 336 174 206
Indonesia .. .. .. 63 62 57 55 27 3t
Iran .. .. .. 27 34 26 19 10 8
Arabian States b .. .. 104 103 113 126 62 59
Other countries .. .. 223 226 227 245 65 8i
Total all countries .. 2,829 2,917 2,912 3,127 1,500 1,725

Of which:

Commonwealth .. 1,122 [,11§ 1,066 1,109 532 622
EEC. .. .. .. 334 357 356 408 209 211
EFTA (Continental) .. 113 123 118 123 60 66
Eastern Europe. . .. 24 17 15 17 6 8

a Years ended June 30th.
b Includes Bahrain, Kuwait, Qatar, Saudi Arabia, Trucial States, Yemen.
¢ Includes Singapore up to 30th September 1965.

Developments in July—December 1968

Total merchandise exports in the first half of the 1968-69 fiscal and trade year
amounted to $A1,559 million, compared with $A1,459 million in the corres-
ponding period of the previous year. Major gains were scored by textile fibres
and their waste; metalliferous ores and metal scrap; coal, coke and briquettes;
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and chemical elements and compounds. Regarding textile fibres, the improve-
ment in the tone of the wool market was the major factor leading to higher
exports, but cotton, not now exported in significant quantities, is a fibre in which
Japanese textile companies are already looking to Australia for future supplies.
Under the stimulus of official bounty, production of this crop has increased
rapidly, exceeding in 1968 for the first time the requirements of local spinning
mills. Much of the future growth of exports of minerals to Japan is already
provided for under long term contracts, but for rural products, on the other
hand, prospects are generally less encouraging. Beef and veal are under quota
in Japan, and in the United States (the main market for Australian meat exports)
shipments were voluntarily restricted in the last quarter of calendar 1968 and
early 1969 to forestall the imposition of formal quotas. But whereas the total
value of meat shipments, at attractive prices in July-December 1968, practically
reached year-ago levels, exports of dairy produce declined owing to conditions of
oversupply in Europe, and wheat showed a big drop owing to rather dull market
conditions and reduced availability which had affected the size of the contract
with China. Among food items only sugar, sugar preparations and honey
registered a large gain in the half-year, buying having been stimulated in antici-
pation of higher floor prices due under the new International Sugar Agreement.
Honey sales in Europe are coming under increasing competition from China. In
a small way, but significant for the economy of the State of Western Australia,
crawfish sales in the United States have prospered in recent years.

The value of recorded imports in the first six months of 1968-69 was
$A1,725 million, $A225 million or 14 per cent more than in the corresponding
period of 1967-68. All commodity groups increased, with the largest rises
occurring in transport equipment, chemicals and non-electrical machines and
machinery.

NEW ZEALAND

World demand for wool, especially the crossbred and carpeting types mainly
produced in New Zealand, had weakened in the 1966-67 season—to such an
extent that the Wool Commission felt constrained to stockpile about a third of
the clip—and with no sign of prices picking up, the 1967-68 season got off to
a poor start also. Average prices for other exports were on the whole reasonably
well maintained in 1967-68 and the volume of farm production continued to
rise in line with targets established by the Agricultural Development Conference.
But the inevitable slowing down in the economy from lower aggregate export
receipts did not act quickly enough to produce its own corrective, in the shape
of reduced spending at home and abroad, and urgent steps were needed to
prevent a further worsening in the balance of payments. Fiscal and monetary
measures were imposed to restrain the growth of expenditure. The severe
exchange controls introduced in 1966 and early 1967 were continued and,
although import licensing had been relaxed for the 1966-67 period, reduced
quotas were applied to licensed imports in the 1967-68 schedule. Another
drawing, this time of $NZ40 2 million, was made from the International
Monetary Fund in October to tide over while the above measures took effect. At
the time of sterling devaluation in November 1967 it was decided to devalue the
New Zealand dollar by 19-45 per cent to bring it on a par with the Australian
dollar. In December a further drawing was made from the . M.F., this time of
$NZ13 -4 million.

By the end of the trade year in June 1968, the balance of payments had
greatly improved. There was a surplus on trade transactions amounting to
$NZ199 million, and a deficit of $NZ162 million on invisible transactions,
leaving a current account surplus of $NZ37 million—the first since 1963-64.
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Other transactions resulted in a balance on capital account amounting to
$NZ40 million, so that there was an overall surplus of $NZ77 million. This,
together with exchange valuation and timing differences of $NZ21 million,
gave an increase of $NZ98 million in the net overseas assets of the banking
system.

Balance of payments summary

$NZ million
Visible Invisibles Current Capital Overall
trade account account balance
1965-66 .. 4 49.2 —157-5 —-108-4 -+ 70-5 - 379
1966-67 .. 4 49.2 —181-4 —-132.2 +127-2 - 4.9
196768 .. +199.0 —161-7 -+ 37-3 4+ 39-6 + 76-9

Devaluation itself increased export receipts and import payments in terms of
New Zealand currency for the 1967-68 year, making comparison with earlier
years difficult. Export receipts rose to $NZ833 -3 million on a balance of pay-
ments basis, while import payments fell from $NZ709-9 million to $NZ634 -3
million. Current receipts other than exports increased by $NZ26-3 million to
$NZ119-1 million, practically all of which occurred after devaluation. There
were increases in all categories of receipts except transport and immigrants’
transfers.

The success in eliminating inflation and bringing current account transactions
into balance resulted in a further slowing down in the economy’s rate of growth.
Estimates put the growth in domestic expenditure at only 1 per cent during the
fiscal year to March 1968, compared with increases of 4-6 per cent in 1966-67
and 10-8 per cent in 1965-66. The rise in G.N.P. at current prices likewise
declined, from over 7 per cent in 1965-66 to 5-4 per cent in 1966-67 and to about
3% per cent in 1967-68. These trends inevitably led to a rise in unemployment
to about three-quarters of 1 per cent of the labour force, a level higher than that
experienced for several decades. Alongside this movement significant steps
were taken to encourage expansion of exports. In the July 1968 budget it was
announced that the 15 per cent tax deduction given to diversify exports and to
increase non-traditional exports, due to expire in March 1969, would be ex-
tended to March 1972. The same extension was also applied to the increased
deduction of 150 per cent allowed for expenditure on export market develop-
ment and tourist promotion. Another sign of the emphasis placed on export
promotion was the fact that although trading bank advances and discounts
actually fell over the year to March 1968, for the first time since 196263, there
was an increase of 7 per cent in lending to major export categories. This rise
was accounted for partly by an increase of some $NZ20 million in advances to
meat freezing companies, because of the marked rise in killings for the 1967-68
season.

For the year ended June 1968 exports, on a Customs clearance basis, rose
by some 9 per cent, a fall in receipts registered during the July-December period
being more than offset by a post-devaluation rise. The already reduced floor
price of 25 cents per Ib for the opening of the 1967-68 season was lowered again
to 16-25 cents in October 1967, for floor buyers at auction, after the Wool
Commission had already had to buy in 45 per cent of the total offered at the
first three sales of the season. The floor price to growers was left at 25 cents
per lb, to be maintained by supplementation. If devaluation had not taken
place it is probable that the Wool Commission would have had to make very
substantial purchases to maintain the market floor of 16-25 cents per 1b. By
the end of the season Wool Commission purchases totalled about 60,000 bales
compared with 645,000 bales in the 1966-67 season. Coarse wool prices had
deteriorated still further in spite of devaluation while fine wool prices had
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Exports from New Zealand

$NZ million
Dairy
Wool Mear produce
1964-65 .. 209 213 181
196566 .. 232 197 175
1966-67 .. 174 205 187
1967-68 .. 155 250 190
July-Dec.
1967 .. .. 46 93 97
1968 .. .. 72 128 90
TABLE 23
EXPORTS FROM NEW ZEALAND
$ NZ million
July-Dec.
1964-65 | 1965-66 | 1966-67 | 1967-68 1967 1968
United Kingdom .. .. 375 339 315 342 131 116
Canada .. .. .. 11 9 11 10 4 8
Australia .. .. .. 35 36 35 52 25 40
Other Commonwealth .. 28 34 33 39 12 27
United States .. .. 93 107 114 127 54 11
Belgium .. .. .. 24 22 12 11 3 5
France .. .. . 34 40 25 26 8 7
West Germany .. .. 30 26 21 21 7 9
Italy .. .. .. 18 20 15 5 7 7
Japan .. .. .. 32 57 64 68 33 42
Other countries . . .. 58 72 75 82 28 44
Total all countries 738 762 720 793 312 416
Of which:
Commonwealth .. 449 418 394 443 172 191
E.E.C. .. .. .. 119 120 84 84 28 34
EFTA (Continental) .. 9 8 8 7 3 3
Eastern Europe. . .. 7 10 15 10 2 3

tended to rise. Realisations for 1967-68 averaged 22-9 cents per lb compared
with 29-4 cents per 1b in 1966-67. The quantity sold at auction was 1 per cent
greater while exports of raw wool were 16 per cent higher, at 579 -8 million lb
actual weight, than in the previous season. The fall in export receipts from wool
was more than offset by an increase of nearly 22 per cent in those from meat and
for the second year running this was the major source of foreign exchange.
Exports of frozen beef rose by 28 per cent while those for lamb and mutton
increased by almost 20 per cent. Dairy produce exports were only slightly
higher than in the previous year and the outlook for this group of exports
worsened during the year with the mounting world-wide surpluses of butter,
cheese and skim milk powder, so that New Zealand experienced difficulty in
disposing of these products at remunerative prices. Exports of wood, and paper
and paperboard, showed substantial rises; the former by 121 per cent to
$NZ11-7 million and the latter by 65 per cent to $NZ17-7 million.

Exports to the United Kingdom rose by some 8 per cent with falls in sales of
beef and veal being more than offset by increased sales of mutton and lamb.
Exports of frozen beef fell by about a third while those for lamb rose by about
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17 per cent, part of this rise being attributable to higher prices obtaining in the
United Kingdom due to a severe outbreak of foot and mouth disease. Sales of
dairy produce to this market also continued to expand due to increased volume
and value of butter and cheese exports. The volume of wool exports showed a
substantial rise to the United Kingdom compared with shipments in 196667,
but lower prices meant a slight decline in receipts from this source. Exports of
dairy produce to the United States fell sharply as a result of intensified restric-
tions placed on imports of butterfat products and cheese by the United States
Government on July 1st 1967. New Zealand’s exports of cheddar and colby
cheese were limited to some 4,000 tons per annum compared with a previous
figure of over 15,000 tons. This movement was, however, offset by a rise of
some 42 per cent in sales of frozen beef to the United States and of about a
quarter in those of sheep and lamb pelts. Wool exports to this market declined
only slightly. After the rising trend in exports of dairy produce to Japan a
sharp reverse was experienced in the 1967-68 season. Japan had developed into
an important outlet, particularly for skim milk powder, but a recent decision of
the Japanese authorities to reduce total imports and to purchase the major
portion of its requirements from suppliers in the northern hemisphere will mean
a further substantial reduction in sales of skim milk powder to this market. A
sharp decline also occurred in sales of wool, but an increase in overall exports
was achieved with rises in wood exports and a steep rise of over 60 per cent in
those of mutton. A real improvement occurred in trade with Australia, exports
to this market expanding by about 50 per cent. A quarter of the rise came in
the paper and paperboard group. During the year the Australian Government
removed the duties from ail New Zealand sawn, undressed timber. This opened
up useful prospects for developing trade in Douglas fir and indigenous timber.

There was a decrease of some 18 per cent in imports into New Zealand in
196768 as a result of the various measures taken by the Government. This
enabled an official announcement of a programme of import liberalisation in
April 1968 that had been recommended in a report by the Monetary and
Economic Council earlier in the year. The resulting 1968-69 licensing schedule,
which became effective in July 1968, provided for a considerable relaxation in
the 30-year old system of import control. In the December following de-
valuation a substantial list of products had been exempted from import licensing.
The July 1968 schedule contained further exemptions involving 122 item codes.
The schedule of exempted items included edible nuts, crystal glassware, binoc-
ulars, cameras, watches, sporting arms, vacuum flasks, and brandy and rum
imported in bulk. Of interest to the industrial sector was the inclusion of a
wide range of products such as chemicals, metals, agricultural seeds, laboratory
and pharmaceutical glassware, earthmoving machinery, reapers, binders,
harvesters, office machines, and unassembled commercial vehicles. For those
items remaining under control, the majority of licences were to be issued at
115 per cent of the value of 1967-68 licences. Allocations for raw materials,
spare parts, and consumer goods were to be extended to that level in most cases.

During 1967-68 most categories of imports showed a decrease over the
previous year, the aggregate reduction amounting to 14 per cent in terms of
New Zealand dollars. A slight increase was recorded in food imports and in
petroleum and petroleum products. In food the main rise came in sugar and
cocoa, while rises were registered in both crude petroleum and petroleum
products. Imports of basic materials and base metals fell by some 14 per cent, a
slight rise in vegetable oils being more than offset by falls in crude materials,
and iron and steel and non-ferrous metals. Decreases in iron and steel came in
bars and rods, and plates and sheets, while those in non-ferrous metals were
recorded in copper and copper alloys, and aluminium and aluminium alloys.
A decrease of some 26 per cent in machinery and transport equipment imports
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was compounded of a fall of over a half in agricultural machinery, one of over
17 per cent in machine parts and varying reductions throughout the electrical
machinery sections. In transport equipment the largest declines occurred in
road motor vehicles, and ships and boats, although these were offset to a small
extent by an increase in imports of railway vehicles. A fall of nearly 8 per cent
in the ““other manufactures” section was made up of a very slight fall in chemi-
cals, falls in ‘textile yarn etc.” categories, and decreases in scientific instruments
and photographic goods.
Imports into New Zealand
$NZ million (c.d.v.)

Buasic Petroleum Machinery
materials and and
and base petroleum transport Other
Food metals products equipment  manufactures
1964-65 .. .. 35 108 52 231 226
1965-66 .. . 37 124 40 264 256
1966-67 .. .. 3] 124 45 260 248
1967-68 .. .. 32 106 48 191 229
July-Dec.
1967 .. .. 19 50 19 92 106
1968 .. .. 18 74 27 128 158
TaBLe 24
IMPORTS INTO NEW ZEALAND
§ NZ million
July-Dec.
1964-65 | 1965-66 | 196667 | 196768 1967 19684
United Kingdom .. .. 242 278 275 188 76 130
Canada .. .. .. 26 30 30 30 15 12
Australia .. .. .. 128 135 143 132 69 87
India .. .. 9 11 7 6 3 3
Ceylon .. .. 4 5 4 4 2 2
Malaysia .. .. A 6 6 5 2 5
Singapore .. A 10{ I 3 2 1 1
Other Commonwealth .. 20 26 25 29 15 16
United States .. .. 75 84 97 68 31 5
West Germany .. .. 19 22 27 21 it 17
Netherlands .. .. 9 10 9 7 3 4
Indonesia .. .. .. 1 2 2 1 — —-
Japan .. .. .. 37 45 44 48 23 29
Other countries .. .. 83 74 80 76 36 51
Total all countries 663 729 752 617 287 413
Of which:
Commonwealth .. 439 492 493 396 183 257
EEC. .. .. .. 42 48 56 44 23 32
EFTA (Continental) .. 21 8 19 17 9 13
Eastern Europe. . .. 2 2 3 2 i |

a Partly estimated.

Imports from the United Kingdom fell by nearly 32 per cent—a drop of over
half, to $NZ29 million, being recorded for clearances of road motor vehicles
alone. Smaller falls occurred in electrical machinery, particularly in power
machinery and switchgear which declined by 8NZ11 million to $NZ7-7 million,
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and in equipment for distributing electricity which went from $NZ6-6 million
down to $NZ3-6 million. Iron and steel imports fell in the bars, rods, plates
and sheets, and tubes and pipes categories. Textiles and chemicals also contri-
buted to the smaller total from Britain, with reduced purchases of yarn and
and cotton fabrics, and of plastic materials in the chemical section. A rise of
nearly 80 per cent to $NZI 1 million in petroleum products from Australia was
more than offset by falls in road motor vehicles and electrical and non-electrical
machinery. The first-mentioned declined by 24 per cent to $NZ15 million. Iron
and steel plates and sheets from this source fell from $NZ15 million to $NZI12
million. 1mports from the United States decreased in the non-electric machinery
category; agricultural machinery declined by over 50 per cent to $NZ3 million.
Electrical machinery and road motor vehicles also showed small declines as did
scientific, medical and optical instruments. In contrast imports from Japan
rose by 10 per cent, rises occurring in railway vehicles, road motor vehicles
and scientific, medical and optical instruments.

Developments in July—December 1968

The trade outlook for New Zealand at the opening of 1968-69 was favoured
by a pickup in the wool textile industries of major markets, with higher carpet
wool consumption in Britain and the United States, and high prices and heavy
shipments of meat to the U.S. market especially. The average price of New
Zealand wool in the current selling season to the end of December 1968 rose to
30-21 cents per Ib, up 74 cents on the July-December period of 1967. Figures
released by the Wool Commission showed that in the current season 604,436
bales had been sold for gross receipts of $NZ60 -8 million up to the end of the
year. This compared with 613,170 bales of greasy wool valued at $NZ47-1
million in the comparable period of the previous year.

With much improved returns from meat and wool in the U.S. market, New
Zealand’s favourable balance of trade with the United States experienced an
upsurge. Exports to the U.S. in the September quarter of 1968, at $NZ50-8
million, were almost as high as to Britain. Meat exports to the United States
were under voluntary restriction in the last quarter of calendar 1968 in order to
forestall the formal imposition of quotas, but notwithstanding the ceiling on
tonnages shipped, prices and total realizations were good. The foreign exchange
position of the country had improved sufficiently for the Minister of Finance to
announce, in December 1968, that the Government was to repay the special
compensatory drawing of 8NZ26 -1 million made from the I.M.F. in May 1967,
bringing the country’s total repayments to the Fund in the previous eight months
to8NZ87 -7 million and its indebtedness to the Fund down to $NZ53 - 5 million.

INDIA

By all accounts, the adverse effects on the Indian economy of two successive
years of drought have now been overcome and the country is poised for a steady
onward push in 1969. The process of recovery, which started in 1967 with a
major expansion in farm output, continued in 1968 with a revival in industry
and foreign trade. The key date for agricultural recovery was September 1967,
when the bumper harvest started to come in, and industrial recovery was clearly
under way by June 1968, when industrial output, responding to official policies
of monetary and fiscal ease and a revival of exports, rose by 3 per cent in a single
month—after seasonal adjustment. The index of industrial production, which
had receded by 0-5 per cent in 1967, was officially estimated to have increased
by about 6 per cent in 1968. Floods and drought did affect agricultural output
during the year but farm production remained stabilized at a fairly high level.
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The Economic Survey for 196869, presented to the Lok Sabha on 21 February
1969, forecast a growth of about 3 per cent in national income compared with
1967-68, and noted a return to stability in prices and a striking improvement in
the balance of payments. The National Council of Applied Economic Research

in a recent study has forecast a rise of as much as 5-8 per cent in national income
for 1969-70.

Foreign Trade of Indiu

Movement
Calendar 1967 Calendar 1968 per cent
million million
Exports f.0.b. .. Rs 12,100 Rs 13,117 + 8.4
Imports c.i.f. .. Rs 22,627 Rs 18,708 —-17-3
Deficit .. .. Rs 10,527 Rs 5,608 —46-7
Foodgrains production
Fiscal 1967-68 Fiscal 1968-6Y
Million metric tons 95-6 98-0 +2.5
(estimate)

At the end of March 1969 the Indian Foreign Trade Ministry predicted the
lowest trade deficit in a decade. The peak figure in 1965-66 had been Rs9,490
million, but in the first ten months of 1968-69 the adverse balance of trade had
been reduced to Rs3,840 million. For the balance of payments as a whole.
repurchases from the [.M.F. during the fiscal year amounted to $U.S.78 million,
and there had been a further increase in debt service payments by about $U.S.73
million, but there was no very material variation in foreign exchange reserves.

The Aid India Consortium, which met in Washington in May 1968, promised
$1,450 million for 1968-69. This included $1,000 million in non-project aid, of
which $100 million was for debt relief (postponement of loan repayments)
amounting to a fifth of the debt servicing liability. There was an indication that
favourable consideration would be given to similar debt relief for two more
years. One of the aims of the Consortium, formed in 1958 under World Bank
auspices, was to give an advance indication of aid availabilities for planning
purposes, but it has not always worked out that way: of the $450 million project
aid commitment made by the Consortium in Paris, November 1967, only
Britain had by July 1968 provided anything, in the form of two loans totalling
£16 million. In the United States, Congress decided to pass the smallest foreign
aid allocation for 20 years.

On | April 1968 the Government of India announced its trade policy for the
twelve months to March 1969. This involved the administration of the industrial
licensing system to favour those concerns which exported the stipulated per-
centage of their output. Earlier, in February 1968, the Government had reduced
the duty on some exports. The 1968-69 budget brought more relief to exporters
for market promotion, and export credit was given. Assistance on some exports
was raised by 5-10 per cent conditional on satisfactory expansion of exports in
the period March 1968 to February 1969, compared with the preceding twelve
months.

The new policy marked a departure from the traditional policy of vigerous
import substitution designed to save foreign exchange. However, as foreign aid
prospects diminished, the Government appointed a committee in September
1968 to suggest imports which could be immediately done away with, items
whose import could be gradually eliminated, and imports which were unavoid-
able. The Government planned to import these last from the Soviet Union and
countries of Eastern Europe with which India has agreements providing for
balanced trade. The cabinet also decided that the state-owned industries should
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not call for global tenders for machinery and equipment available in rupee
payment areas. Future imports from convertible currency areas would depend
on the amount of non-project aid available.

Exports of manufactured goods, aided by the devaluation of 1966, showed
unprecedented growth in 1968, and on this rested India’s long-term hopes of
economic development. For this the wage-cost inflation at home would need to
be checked, foodgrain prices stabilized and imports essential to exports main-
tained. The Economic Survey for 1968-69 pointed out that food prices over the
vear fell by 9-5 per cent, and predicted a rise of foodgrain stocks to 5 million
tons by June 1969, at which level buffer stock operations would proceed. But
the outlook for commercial crops was not as favourable as for foodgrains, and
the decline in prices of foodgrains was counterbalanced by a rise in prices of
industrial raw materials and manufactures. To some extent this was the natural
result of exemption of more industries from stringent price and production
restrictions. Towards the end of 1968 the Government made known its intention
to exempt all industries which needed no foreign exchange from the industrial
licensing system.

Exports from India

Rs million
Hides Animal  Unmanu-

skins and Raw  Cotron  Jute  feeding factured Iron

Tea Sugar leather cotton fabrics goods  stuffs tobacco  ore

1964-65 1,247 215 365 142 641 1,672 406 244 374

1965-66 1,148 119 381 131 633 i,810 360 196 421

1966-67 1,584 182 786 175 756 2,490 523 215 702

1967-68 1,802 165 610 194 794 2,335 469 348 748
Apr.—Nov.

1967 1,276 98 423 124 507 1,588 266 275 429

1968 1,164 34 516 108 588 1,417 329 269 538

In the wake of industrial recession in previous years public sector steel plants
were running throughout part of 1968 at less than 60 per cent of capacity; and
work on another large steel mill, this time with Soviet aid, started at Bokaro.
Engineering firms in general were faced with huge excess capacity and the sharp
upward movement of exports needs therefore to be seen against a background
of recession at home and a rapid growth of world trade. Moreover the devalua-
tion in June 1966, together with the export promotion measures that followed,
made it possible for a whole range of products to compete overseas more success-
fully than in the past. Exports were given priority import treatment, replenish-
ment imports and low-interest bank credit. Exports of engineering products,
which ten years ago had been running at an annual rate of about Rs60 million,
totalled Rs415 million in 1967-68 and the following year were expected almost
to be double that figure. In spite of the difficulty of extending export credit on
a large scale, major contracts were won for export shipments of such items as
pipes and tubes, electric wires and cables, railway wagons and coaches, electric
transmission line equipment, automobile parts, bicycles, jute and textile
machinery, iron and steel castings, electrical storage batteries, electric fans,
machine tools and data processing equipment.

Only 15 years ago cotton textiles were one of the pillars of Indian industry,
but by 1968 the textile industry was less robust and output, significantly down on
the 1956 yardage in spite of a 100 million population rise since then, faced
competition from synthetics and expanded capacity abroad. The two-year
drought of 1965-67 had resulted almost in a doubling of raw cotton prices, apart
from higher labour payments, and devaluation by 36-7 per cent in June 1966
had put up the price of imported raw cotton, so that prices of Indian textile
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exports were actually higher than before devaluation. The main reason why the
total value of exports of cotton textiles in 1967-68 was higher than in the two
preceding years was that home grown supplies of the raw material were more
plentiful. Production for export was running still higher in 1968-69. With jute
goods, on the other hand, the value of exports reached a peak in 1966-67 and
has since been falling. Production of jute and mesta was down by over a quarter
in 1968 after a sharp decline due to floods in West Bengal, an area which
produces almost half of the Indian jute crop. The supply of jute fibre to mills is
regulated on a quota basis, and production of traditional goods was cut back by
20 per cent of capacity. Jute goods are normally the largest foreign exchange
earner for India, with four-fifths of output going overseas, but exports are facing
increased competition from substitutes in world markets.

Jute manufactures and tea together make up about a third of Indian exports.
However, profits on tea plantations were declining and exports were running at
a lower level in 1968. In October of that year the Government, in an attempt to
encourage exports, abolished the 20 per cent surcharge on excise duty, reduced

TABLE 25
FXPORTS FROM INDIA a
Rs million
1964-65 1965-66 1966-67 1967-68 1968-69b
United Kingdom .. .. 1,669 1,451 2,020 2,286 2,218
Canada .. .. .. .. 174 203 309 297 296
Australia. . .. .. .. 199 175 261 280 264
Pakistan . . .. .. .. 97 49 — — —
Ceylon .. .. .. .. 144 128 185 148 224
Kenya .. .. .. .. 53 49 73 60 84
Tanzania. . .. .. .. 28 38 42 40 55
Uganda .. .. .. .. 8 10 19 14 21
Other Commonwealth . . .. 390 358 516 434 653
United States .. .. .. 1,466 1,473 2,197 2,069 2,222
France .. .. .. .. 119 110 181 154 177
West Germany .. .. 176 179 259 219 278
ltaly .. .. .. .. 99 83 153 177 182
Netherlands .. .. .. 91 79 118 130 162
Soviet Union .. .. .. 779 930 1,234 1,217 1,556
Czechoslovakia . . .. .. 159 158 286 292 321
East Germany .. .. .. 129 137 194 203 205
Poland .. .. .. .. 112 91 135 220 246
Yugoslavia .. .. .. 115 112 189 116 188
Sudan .. .. .. .. 63 82 146 207 199
Egypt .. .. .. .. 142 270 250 212 187
Burma .. .. .. .. 64 36 37 38 125
Japan .. .. .. .. 608 571 1,073 1,356 1,475
Other countries . . .. .. 1,251 1,243 1,651 1,778 2,257
Total all countries. . .. 8,135 8,015 11,528 11,947 13,595
Of which:
Commonwealth .. .. 2,762 2,461 3,425 3,559 3,81>
E.E.C. .. .. .. 565 547 886 887 1,105
EFTA (Continental) .. 98 99 131 138 157
Fastern Furone .. .. 1,323 1,452 2,067 2,142 2,514

a Years ended March 31st.
b Annual rates based on latest data.
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the export duty and granted a replanting subsidy. Earlier, in June 1968, India
and Ceylon had signed an agreement leading to the establishment of a consortium
to market blended and packaged tea in foreign markets.

Exports of raw cotton and sugar were running at significantly lower levels in
1968 compared with year-ago values. An increase had been expected in the
cotton crop owing to various development measures taken during 1967-68, but
this hope was frustrated by floods in the cotton growing tracts of Gujerat and
a fall in cotton acreage in the South. By contrast the value of exports of hides,
skins and leather showed a substantial improvement, and exports of iron ore
inevitably climbed higher in the face of Japanese demand.

In February 1968 the Minerals and Metals Trading Corporation signed
contracts with nine Japanese steel mills to supply 855 million tons of iron ore
over a three year period. A prominent company in Goa obtained an order for
the export to Japan of 10 million tons of iron ore pellets over a ten year period
starting 1969. The Bailadila project in Madhya Pradesh, worked by the National
Mineral Development Corporation, with estimated reserves of around 5,000
million tons, was planning to mine and export yearly 4 million tons of ore of
65-70 per cent iron content to Japan under a long-term contract.

India recorded exceptional growth in its trade with the Soviet Union in 1968
69, but this posed problems of financing. Under the bilateral agreement trade
exchanges between the two countries should be balanced, but India’s require-
ments were changing—in favour of raw materials and components for industry
rather than complete plants. A fundamental change came in November 1968
when East European countries agreed to the ‘“‘limited multilateralisation” of
their world trade——a move agreed to in principle at UNCTAD Ii. Bulgaria
took the first step by concluding an agreement enabling India to import rock
phosphate and other raw materials from North Africa and the Middle East
against payment obligations to Communist countries, which India could defray
from its trade balances with Eastern Europe.

Although there was a welcome increase in Indian exports to Yugoslavia in
1968-69, this was quite insufficient to liquidate the latter country’s accumulated
rupee surplus which had been giving concern. However, the two countries signed
a protocol in New Delhi in February 1969 extending the Trade and Payments
Agreement between them for a further period of one year, ending 31 March 1970,
and providing an opportunity to Indian trade and industry to develop its exports
in 1969-70. These arrangements would continue to be based on non-convertible
rupees and the question of how trade should be developed in subsequent years
was left to be considered later.

The value of Indian exports to the Commonwealth rose substantially in
[968-69 in spite of relatively depressed results in trade with the developed
member countries, mainly reflecting the growth of trade within the E.C.A.F.E.
region and Africa. Higher totals were recorded for shipments to Ceylon,
Singapore and Hong Kong, in particular, as well as to East Africa. Exports to
the United States recovered the ground lost in the previous year.

Imports into India

Rs million
Mineral Machinery and
Basic materials Sfuels and transport Other
Food and base metals lubricants equipment manufactures

1964-65 .. 3,227 2,974 687 4,777 1,724
1965-66 .. 3,541 3,034 684 4,921 1,733
1966-67 .. 7,053 3,829 633 5,761 2,838
1967-68 .. 5,791 4,197 749 4,962 3,551
Apr.—Nov.
1967 .. .. 3,925 3,065 554 3,246 2,229
1968 .. .. 2,674 2,535 603 3,575 2,693
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In imports, 1968 showed a falling trend, improving the balance of payments
position considerably. In the April-November period the bulk of the reduction
in imports was due to lower clearances of foodgrains and metals. Fertilizer
imports were higher, and rises in imports of certain producers’ goods, machinery
spare parts and components was officially ascribed to the revival of industrial
production. The major change in the geographical pattern of imports was the
sharply increased total shown by provisional data as having come from Eastern
Europe (including the Soviet Union), against falling totals from the United
States, Britain and the E.E.C. The continuously rising trend of imports from the
U.A.R., notably extra-long staple cotton for fine-yarn saris and dhotis, may be
contrasted with the falling trend of exports to that country, though of late there
have been signs of a reversal of this movement.

TABLE 26
IMPORTS INTO INDIA «
Rs million
1964-65 1965-66 1966-67 1967-68 1968-69h
United Kingdom .. .. 1,633 1,490 1,630 1,436 1,256
Canada .. .. .. .. 265 305 914 975 947
Australia. . .. .. .. 246 241 588 648 242
Pakistan . . .. .. .. 166 56 14 21 —
Ceylon .. .. .. .. S5 39 26 31 12
Kenya .. .. .. .. 74 45 59 79 83
Tanzania. . .. .. .. 76 71 138 115 96
Uganda .. .. .. .. 22 12 16 26 57
Malaysia .. .. AU Y 141 126 i i24 93 59
Singapore .. .. ! 1 150 33 11
Other Commonwealth | . .. 82 72 50 72 145
United States .. .. 1 5,09 5,318 7,790 7,668 6,183
France .. .. .. .. 178 177 345 313 378
West Germany . . .. .. 1,092 1,364 1,605 1,416 1,236
Italy .. .. .. .. 225 194 411 340 509
Soviet Union .. .. .. 787 829 1,018 916 1,338
Burma .. .. .. .. 103 97 402 92 1,182
Egypt .. .. .. .. 173 200 203 268 520
Iran .. .. .. .. 290 341 305 329 347
Japan .. .. .. .. 780 757 995 1,038 1,208
Saudi Arabia .. .. .. 135 87 61 228 274
Other countries . . .. .. 1,811 2,140 3,455 3,216 3,139
Total all countries. . .. | 13,424 13,961 20,299 19,353 18,159
Of which:
Commonwealth .. .. 2,760 2,457 3,709 3,529 2,909
E.E.C. .. .. .. 1,720 2,046 2,945 2,488 2,401
EFTA (Continental) .. 310 319 425 447 453
Fastern Furope .. .. 1,339 1,442 1,959 1,867 2,388

a Years ended March 31st.
b Annual rates based on latest data.

Imports of specified commodities required by 59 priority industries, including
small-scale industries, are licensed upon application, on a continuing basis,
provided that previous licenses have been utilized to a sufficient extent. Licences
to actual users for imports of raw materials, components, and spare parts are
not granted wholly against free foreign exchange, but partly against tied-aid

60



credits from particular countries. Individual licences may be issued ad hoc, or
on the basis of quotas allocated to established importers in accordance with their
imports in a base period, to actual users on the basis of their requirements, and
to registered exporters in accordance with the import content of their exports.
There are special procedures applicable to imports of capital goods, of heavy
electrical plant, and of goods imported to fulfil government contracts and for
irrigation projects. Certain commodities, including foodgrains and most
fertilizers, are only imported by the Government or state trading enterprises—
mainly the State Trading Corporation and the Minerals and Metals Corporation.

PAKISTAN

Preliminary estimates of gross national product for 196768 indicated a rise of
8 -3 per cent compared with the smaller increase of 5 per cent in the preceding
year. This sharp acceleration in the rate of growth was attributed mainly to a
substantial expansion of agricultural production. Helped by the resumption of
United States commodity aid and by greater use of existing capacity, industrial
production advanced by 10 per cent in 1967-68—about the same as in the
preceding year. The recorded value of exports showed a further rise during the
year, and with a fall in imports the gross merchandise trade gap was reduced by
some 30 per cent.

New high-yielding varieties of wheat and rice are causing a big change in the
country’s foodgrain situation. Increased planting of these varieties and favour-
able weather brought total per capita foodgrain availability to 15-1 ounces a
day in 1967-68—the highest in recent years although below the 1948-49 level of
15-8 ounces. The wheat crop harvested in May 1967, which influenced the
supply position in 1967-68, was estimated at 4-3 million tons, reflecting an
increase of 11 per cent compared with the preceding year. Final estimates of
wheat production for 1967-68 settled on 6-4 million tons—a 47 per cent
expansion. Rice production in 1967-68 amounted to 12-5 million tons, showing
an increase of 16 per cent over the preceding year. Among coarse grains,
production of maize, bajra and jowar rose by 35 per cent, 11 per cent and 5 per
cent respectively. Production of gram fell by 23 per cent.

After two years of drought, a rephasing of the Third Plan took place in May
1967, giving priority to agriculture. According to projections to 1974-75 by the
Government of Pakistan, based on continued expansion of acreages planted to
the high yielding Mexican varieties of wheat, the country as a whole will reach
self-sufficiency in this grain, and even have a small surplus, in 1970-71. For West
Pakistan alone, where practically all the country’s wheat is produced, official
projections show a surplus in 1969-70. The projections for rice, assuming
success with the high-yielding IRRI variety, show production exceeding require-
ments in 1968-69 for the country as a whole. Eighty per cent of the country’s
food is produced from the irrigated plains of the Indus River: all cotton and rice
comes from these areas and 70 per cent of all livestock.

Efforts to promote exports continued during 1967-68. Among the new
measures adopted was the establishment of the Trading Corporation of Pakistan
in July 1967, mainly with a view to implementing barter contracts with Commun-
ist countries and undertaking importation of some bulk items from other
countries. The Corporation acts as a commission agent. Institutional arrange-
ments for export promotion were further strengthened by setting up the Jute
Trading Company and the Tobacco Board.

Some policy adjustments were made to counteract the adverse effect of devalu-
ation of the pound sterling on exports from Pakistan. The 10 per cent export
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duty on raw jute and raw cotton was abolished, and there were widespread
increases in rates under the Export Bonus Scheme (whereby traders submitting
evidence of exportation may receive additional import licences valued at a
proportion of the net foreign exchange surrendered). This Scheme applied to all
exports other than raw jute, raw cotton, hides and skins, rice and tea. On the
side of imports a customs surcharge (regulator duty) of 10 per cent ad valorem
was imposed on almost all imported industrial raw materials, as well as certain
manufactured consumer goods: most imports on the bonus or cash-cum-bonus
lists were exempted from this. Imports of all commodities except machinery
were already subject to a “defence surcharge’ of 25 per cent of the applicable
rate of Customs duty. At the time of devaluation of sterling imports of mach-
inery were made subject to an additional duty of 10 per cent ad valorem in West
Pakistan and 5 per cent in East Pakistan: agricultural machinery, fertilizers and
pesticides were exempted.

Moves towards a further expansion of trade with the Soviet Union were
marked by the signing of a three year agreement in February 1968, under which
Pakistan and the U.S.S.R. would exchange goods valued at Rs300 million. [t
was expected that trade would be in the order of Rs90 million each way in
calendar 1968, rising to some Rs110 million by 1970. Total trade between the
two countries would be greater owing to imports into Pakistan under Soviet
credits and the rice barter agreement which was further extended in May 1968.
In the year ended June 1968 actual exports from Pakistan to the Soviet Union
fell to Rs90 million, lower sales of rice contributing to the decline. Imports from
the Soviet Union fell, to Rs146 million, but at this level they nevertheless
recorded over twice the total in any previous year other than 1966-67.

A little progress was made tradewise under the Istanbul Alliance for regional
co-operation and development between Pakistan, Turkey and Iran. The volume
of intra-regional trade during the past four years failed to attain the desired level
and was still only a small fraction of total R.C.D. trade with the rest of the
world, but in 1968 a Tripartite Trade Agreement was signed on the basis of
which R.C.D. States would lift their tariff barriers gradually and accord favoured
treatment to each other. Pakistan and Turkey were permitted to “tie” their
imports from each other by the issuance of single-country licences—tobacco and
metals from Turkey against jute and cotton from Pakistan. To facilitate bilateral
trade the arrangement for co-operation between the Trading Corporation of
Pakistan and an Iranian Agency was approved. Actual exports to Turkey and
Iran expanded in 1967-68 with higher sales of jute bags and jute fabrics.

A further agreement was signed in April 1968, for one year, between Pakistan
and China, envisaging an exchange of goods to the value of Rsl110 million.
Actual exports to China in 1967-68 fell by half to Rs107 million, with big
declines in sales of raw jute and raw cotton. Imports fell to Rs131 million, at
which level they were still greater than in any year before 1966-67.

Exports from Pakistan

Rs. million
Hides Cotton Jute
Fish  Rice and Wool Raw  Raw yarn and Cotton manu-

skins cotton  jute thread  fabrics factures
1963-64 .. 100 106 51 75 340 753 99 90 323
1964-65 .. 87 123 35 70 287 845 142 134 301
1965-66 .. 52 133 31 72 278 863 105 149 573
1966-67 .. 69 176 10 42 291 898 118 159 620
1967-68 .. 57 149 7 43 442 759 216 200 620
July-Dec.
1967 .. 30 94 3 21 105 218 92 86 193
1968 .. 43 52 2 22 131 414 101 114 320

62



Aggregate exports of raw jute to all destinations fell substantially in 1967-68
as a result of lower prices, and despite an increase in the quantity shipped. The
rapid growth in the value of exports of jute manufactures was halted, with
higher sales of fabrics offset by lower values for jute bags in particular, but also
rope and twine, and jute carpets. Exports of raw wool and animal hair rose only
to Rs43 million, the greater volume of sheeps wool being offset by a decline in
the average rupee price per lb. Raw cotton expanded strongly while exports
of cotton twist yarn and thread, and cotton fabrics, continued their rapid growth.
The value of exports of fish fell by around 17 per cent and that of rice by 15 per
cent, the latter despite an increase in production—lower exports being due to the
campaign for self-sufficiency in food by 1970 as well as to the more exacting
quality standards encountered in foreign markets. With no bonus voucher
entitlement exports of raw hides and skins declined towards vanishing point.

TABLE 27
EXPORTS FROM PAKISTAN «
Rs million
1963-64 | 1964-65 1965-66 1966-67 1967-68
United Kingdom .. .. 332 307 354 352 399
Canada .. .. .. .. 22 22 23 18 24
Australia. . .. .. .. 74 55 81 90 75
India .. .. .. .. 111 220 18 i |
Hong Kong . .. .. 153 114 110 130 208
Ceylon .. .. .. .. 28 55 45 59 31
Kenya .. .. .. .. 9 26 28 19 29
Other Commonwealth . . .. 77 76 126 211 172
United States .. .. .. 215 191 296 288 475
Belgium .. .. .. 86 92 156 99 113
France .. .. .. .. 94 77 105 77 104
West Germany .. .. 67 71 102 112 126
Netherlands .. .. .. 39 34 49 54 61
Italy .. .. .. .. 55 34 59 68 88
Japan .. .. .. .. 130 131 137 118 253
China .. .. .. .. 167 181 155 212 107
Soviet Union .. .. .. 13 12 80 130 90
Burma .. .. .. .. 48 96 42 63 30
South Africa .. .. .. 75 48 7 — ——
Other countries .. .. 504 578 745 812 962
Total all countries. . .. 2,299 2,420 2,718 2,913 3,348
Of which:
Commonwealth .. .. 806 875 785 880 939
E.E.C. .. .. .. 340 308 472 410 492
EFTA (Continental) .. 46 50 53 58 71
Eastern Europe .. .. 61 62 150 262 233

a Years ended June 30th.

Exports to the Commonwealth went up by just over 6 per cent. Those to the
United Kingdom rose by 12 per cent, with increases in raw jute, raw cotton, raw
wool, cotton fabrics and jute fabrics. Exports to Hong Kong advanced by nearly
60 per cent, practically all of the increase coming in raw cotton and cotton twist
yarn and thread. The fall in exports to Australia was due to a Rs2! million
decline in jute bags. The value of exports to Singapore and Malaysia fell by
22 per cent and 40 per cent respectively, despite rises in sales of cotton twist yarn
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and thread, and cotton fabrics, to the former. Sales to Ceylon decreased by
some 47 per cent, a quarter of this being due to reduced returns from fish exports,
while exports of cotton twist yarn and thread and fabrics were also lower.

Domestic exports to the United States declined by nearly 7 per cent, rises in
sales of raw jute, raw wool and jute fabrics being offset by falls in cotton fabrics,
down 30 per cent to Rs25 million, fish, down 50 per cent to Rsl6 million, and
jute carpets which decreased 60 per cent to Rs2 million. However, re-exports,
mainly of construction and mining machinery used in connexion with aid
projects, temporarily pushed the value of exports to this market into first place.
The rise of well over 100 per cent in exports to Japan was made up of increases
over most categories, cotton twist yarn and thread alone rising from Rs9 million
to Rs65 million; raw cotton almost doubled while fish exports more than
quadrupled, and jute fabrics reached over Rs8 million from under Rs! million
while raw jute rose by 10 per cent to Rs 33 million.

Imports of food in 1967-68 fell by nearly 20 per cent. After the steep rise of
the previous year wheat imports registered a decrease of 9 per cent, and rice one
of nearly 36 per cent, reflecting the improved foodgrains situation. Decreases in
imports of crude rubber and wool offset rises in wood and cotton. Imports of
animal oils and fats and soft fixed vegetable oils rose steeply, the former by 41
per cent to Rs73 million and the latter by over 120 per cent to Rs127 million, so
that despite a drop from Rs38 million to Rs17 million in other fixed vegetable
oils, this section recorded a 44 per cent increase. Inward clearances of paper
and paper board fell from Rs 54 million to Rs 38 million, and textile yarn and
thread from Rs89 million to Rs50 million. Imports of mineral fuels fell
slightly also, a rise in clearances of crude petroleum being more than offset by a
fall in petroleum products from Rsl44 million to Rs77 million. A small rise
occurred in imports of machinery and transport equipment; textile and leather
machinery rose from Rs211 million to Rs289 million but was balanced by
decreases in imports of other non-electric machinery. Purchases of electric
machinery showed little movement at Rs294 million, while transport equipment
dropped from Rs458 million to Rs401 million, a rise in railway vehicles being
more than offset by the Rs82 million fall in road motor vehicles. Imports of
chemicals contracted by nearly 13 per cent to Rs540 million, while iron and
steel and non-ferrous metals showed a reduction of nearly 40 per cent to Rs435
million, nearly all the fall occurring in the iron and steel category.

Imparts into Pakistan

Rs million
Basic Machinery
materials Mineral and Other
Food and base fuels transport manufactures
metals equipment
1963-64 .. .. 662 963 293 1,542 955
1964-65 . .. 838 1,350 202 1,801 1,155
1965-66 . .. 469 838 212 1,714 960
1966-67 .. .. 897 1,065 304 1,731 1,181
1967-68 . .. 724 839 294 1,774 1,010
July-Aug.
1967 .. .. 131 135 66 305 169
1968 .. .. 71 193 50 258 188

Permitted imports into Pakistan were classified under four lists: a free list, a
licensable list, an export bonus list (also called bonus import list), and a cash-
cum-bonus list. All imports required licences, except those on government
account or certain imports over the land route from Afghanistan and Iran. The
free list was mainly restricted to registered industrial consumers or commercial
importers. Limitations to entitlement on the free list were related to past per-
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TABLE 28
IMPORTS INTO PAKISTAN 4

Rs million
1963-64 | 1964-65 1965-66 | 1966-67 1967-68

United Kingdom .. .. 637 735 637 681 647
Canada .. .. .. .. 79 129 92 168 114
Australia. . .. .. .. 53 50 33 292 53
India .. .. .. .. 95 128 26 2 3
Other Commonwealth .. .. 90 110 78 107 71
United States .. .. .. 1,897 2,073 1,448 1,528 1,462
Belgium . .. .. 47 69 44 47 39
France .. .. .. .. 46 73 63 109 142
West Germany .. .. 477 731 505 457 454
ltaly .. .. .. . 81 126 186 202 183
Netherlands .. . .. 63 60 69 83 80
Japan .. .. .. .. 289 484 378 453 422
China .. .. .. .. 51 97 97 159 131
Soviet Union .. .. . 41 63 68 179 146
Afghanistan .. .. .. 43 43 62 99 94
Iran .. .. .. .. 168 67 29 124 157
Other countries . .. 273 335 393 502 456
Total alf countries. . .. 4,430 5,373 4,208 5,192 4,654

Of which:
Commonwealth .. .. 954 1,152 866 1,250 888
E.E.C. .. .. .. 713 1,059 867 899 899
EFTA (Continental) .. 92 115 168 146 123
Eastern Europe .. .. 67 141 148 319 296

a Years ended June 30th.

formance, with ceilings on individual letters of credit accordingly. Permissible
sources and conditions of procurement were prescribed for certain items on the
free list. With the exception of specific country licences issued in accordance
with trade, aid or loan agreements, import licences could be used anywhere
except India, Israel, Rhodesia or South Africa.

At the beginning of the 1967-68 year import policy was announced for the
following six months only, as firm aid commitments for the year were not
available. For the six months to December 1967 items which could be imported
on the free list were reduced from 67 to 10. Items important for the encourage-
ment of industrial and agricultural production (such as iron and steel, non-
ferrous metals and ferro-alloys, tools and workshop equipment, chemicals,
marine diesel engines, fertilizers, insecticides and pesticides) were retained on the
free list. The licensable list, which included essential consumer goods such as
drugs and medicines, was reduced from 96 to 93 items. In contrast, partly
because of the limited availability of cash resources and partly with a view to
making the industrial and commercial sector self-reliant, the bonus list was
expanded from 45 to 232 items. The import policy for the January-June 1968
period provided for comparatively more liberal and more automatic licensing
procedures. Emphasis was placed on enabling industry to work to full capacity
in spite of the reduced availability of foreign exchange resources. The number of
items on the free list was increased to 14; five of these were importable exclus-
ively by industries, 2 by public sector agencies, and the rest by all. The licensable
list was reduced to 25 items whereas the cash-cum-bonus list was expanded from
11 to 70 items. Important additions were maintenance spares and components
for motor scooter assembly. These and the inclusion of a large number of
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essential raw materials were expected to be of great benefit to the industrial
sector. The bonus list was further extended to cover 242 items and this list
included items covered by the free, licensable and cash-cum-bonus lists to ensure
optimum utilization of the country’s indigenous productive capacity.

Developments in July—December 1968

The import policy for the first half of 1969, announced towards the end of
1968, involved no radical changes, being aimed primarily at simplifying licensing
procedures and liberalising imports in order to increase the availability of
essential consumer goods. The free list consisted of the same 14 items as for the
previous period, importation of which would be financed from loans, credits and
under barter agreements. No licences would be required for the importation of
free list items.

The export situation in the first half of the 1968-69 trade year was not un-
favourable. Exports of cotton cloth continued to expand. The downward trend
in wool prices was halted and the local market in Karachi was firm, in line with
major wool centres. Exports of raw hides and skins from West Pakistan were at
a standstill but shipment of tanned and semi-tanned leather continued at a very
satisfactory level with Japan and Italy as the main buyers at rising prices. The
State Trading Corporation started bulk sales of tanned skins to Eastern
European countries. In East Pakistan also there was practically no exportation
of hides, local demand being stimulated by export bonus incentives given to
leather goods manufacturing concerns, whose products flowed freely to foreign
markets. Exports of skins, however, showed an increasing tendency with
France, the Netherlands and Belgium as principal buyers. Continued industrial
expansion in Pakistan has meant a growth in exports of manufactured goods in
the region of 25 per cent a year, with larger sales of jute and cotton manufactures,
and leather goods, and a correspondingly greater home demand for the raw
materials. Floods in the early part of the 1968-69 season combined with the
world’s overall short jute crop to bring about a sharp increase in prices so that,
in spite of a short crop in Pakistan, foreign exchange earnings from this com-
modity showed no significant change for calendar 1968 as a whole compared
with the previous year.

CEYLON

Although the value of exports, including re-exports, rose by Rs148 million to
Rs1,413 million, comparing the first nine months of 1968 with the corresponding
period of the previous year, imports expanded by Rs297 million, thus more
than doubling the gross merchandise trade deficit. The increases in value of
both exports and imports were largely influenced by higher rupee prices resulting
from devaluation of the Ceylon rupee in November 1967. The terms of trade—-
export prices divided by import prices, as compiled by the Central Bank of
Ceylon—fell to a level little over half that of ten years ago.

Ceylon
Rs million
Total

Domestic Exports Imports Balance of

exports  Re-exports (f.0.b.) (c.i.f.) merchandise trade
1964 .. .. 1,840 10 1,850 1,974 —124
1965 .. .. 1,915 5 1,920 1,472 +448
1966 .. .. 1,674 6 1,680 2,024 —344
1967 .. .. 1,629 8 1,637 1,734 - 97
Jan.-Sept.
1967 .. .. 1,258 7 1,265 1,371 - 106
1968 .. .. 1,411 2 1,413 1,668 —255
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Index numbers (a)

(1958=100)
Exports Imports
Volume Price Volume Price Terms of trade

1964 .. .. .. .. 119 93 105 107 86
1965 .. .. .. .. 125 95 77 109 88
1966 .. .. .. .. 114 90 107 119 76
1967 .. .. .. .. 119 85 85 123 69
Jan.—Sept.

1967 .. .. .. .. 119 86 97 123 70
1968 .. .. 104 99 92 182 54

(a) Compiled by Central Bank of Ceylon

Of the three main groups accounting for some 95 per cent of domestic exports,
only coconut products sold at world prices, in terms of U.S. dollars, higher than
those of 1967. In Ceylon rupees, the value of exports of the three major coconut
products (viz. copra, dessicated coconut and coconut oil) amounted to Rs228
million in the first nine months of 1968, an increase of Rs113 million over the
same period of 1967. This improvement was achieved partly by an expansion of
10 per cent in volume (in terms of their nut equivalent) and partly by a 70 per
cent increase of f.0.b. prices.

Exports from Ceylon

Rs million
Tea Rubber Coconut products
1964 .. .. .. 1,141 290 331
1965 .. .. .. 1,210 304 325
1966 .. .. .. 1,027 337 234
1967 .. .. .. 1,060 282 212
Jan.-Sept.
1967 .. .. .. 821 231 153
1968 .. .. .. 885 237 27

Rubber exports in the first three-quarters of 1968 amounted to 247 million
Ib, an increase of 9 per cent, but this was largely offset by a fall of 8 cents/lb, to
95 cents/lb, in unit value, leaving exports at Rs237 million little higher than the
corresponding year-ago level. Export receipts were actually down on year-ago
figures until the month of September when a recovery set in which, aided by a
number of short-term influences, took prices in Singapore and London to their
highest since the Middle East crisis of June 1965.

The volume of tea exported in the first nine months of 1968 was down by about
6 per cent on the quantity shipped in that period of the previous year, largely
because of a strike in the trading sector in April 1968, which affected movement
of supplies in that and the following month. However, with the rupee price
average up by 32 cents/lb, to Rs2-51 per Ib, the value of exports rose by Rs63
million to reach Rs885 million, accounting for some 60 per cent of the value of
domestic exports in the period. In terms of sterling this represented a slight
increase in the export value of this commodity on a Customs clearance basis,
but a substantial drop in terms of U.S. dollars. Owing to an accumulation of
stocks in London from July onwards, prices in London and Colombo fell
sharply in the last quarter of 1968. Another depressing feature of the Colombo
Auctions was the temporary withdrawal of the Iraqi buyer because of large
stocks of tea awaiting clearance at Basra, in addition to some 4 million Ib
unshipped from Colombo. This adversely affected prices paid for low grown
teas.

Ceylon has encountered increasing competition from East Africa (in addition
to other, traditional producing countries) and has faced gradually deteriorating
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world prices as a result of overall production tending to outstrip consumption.
In these circumstances, the profitability of the tea gardens, and especially
production of quality teas and consignments to the London auctions (where the
East African crop is disposed of) came under increasing pressure. A Com-
mittee of Enquiry, established in May 1967 to examine the industry, reported in
August 1968. (Between these dates the Government had abolished the general
rebate of export duty on tea while raising the rate of duty itself from 35 cents/lb
to 40 cents/lb, along with other measures to syphon off windfall devaluation
profits.) As a result of the Committee’s recommendations, the Government
extended a 5 cents/lb rebate of export duty to all types of teas sold at
the Colombo auctions and provided equivalent relief to teas shipped on consign-
ment for the London auctions. In addition, attempts were being made to double
the rate of replanting with high-yielding varieties by raising the tea replanting
cess and by making loans for this purpose in addition to grants; the tea pro-
motion tax was raised from 4 to 5 cents/lb, with a corresponding reduction in the
rate of export duty. Against this background, tea production in 1968, from the
smallest crop since 1962, fell by 6-5 million Ib. This was the result of severe
drought in some areas and of heavy rains in the Western region.

Classification of exports by countries shows an expansion of exports, in terms
of U.S. dollars, to West Germany and Italy—mainly rubber and coconut
products. Coconut oil also featured in a higher dollar value of exports to

TABLE 29
EXPORTS FROM CEYLON
Rs million
1964 1965 1966 1967 19684
United Kingdom .. .. 534 506 417 474 517
Canada .. .. .. .. 61 64 47 53 61
Australia, . .. .. .. 88 101 74 93 101
New Zealand .. .. .. 33 41 34 35 42
India .. .. .. .. 67 44 20 19 18
Pakistan . . .. .. .. 34 33 42 31 33
Other Commonwealth .. .. 30 33 39 3 52
South Africa .. .. .. 91 92 81 84 96
United States .. .. .. 149 147 135 138 141
West Germany .. .. 60 63 47 52 77
Italy .. .. .. .. 37 37 30 31 42
Netherlands .. .. .. 40 42 33 38 48
Poland .. .. .. .. 31 25 25 13 25
Soviet Union .. .. .. 101 97 82 57 75
China .. .. . .. 122 172 177 153 189
Japan .. .. .. .. 39 39 42 42 59
Irag .. .. .. .. 99 98 105 55 b
Iran .. .. .. .. 17 41 27 18 b
Other countries .. .. 217 245 223 220 307
Total all countries .. 1,850 1,920 1,680 1,637 1,883
Of which:
Commonwealth .. .. 847 822 673 736 824
E.E.C. .. .. .. 160 164 129 140 192
EFTA (Continental) .. 12 12 10 9 7
Eastern Europe .. .. 152 167 51 102 135

a Annual rates based on latest data.
b Included, if any, in ‘““Other countries™.
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Eastern Europe, as devaluation opened up a useful competitive margin and
typhoon damage cut production in the Philippines, but total exports to this
group of countries waned after 1965. Exports to China, consisting mainly of
rubber traded for rice under the Rice-Rubber Pact, have shown no major
variation since 1965, after allowing for devaluation. Rubber exports to China,
Poland, Rumania and the Soviet Union, and tea exports to Egypt, were under
state trading in 1968.

Exports to most Commonwealth countries since 1964 have reflected the weak-
ness of the staple exports, but the sharp fall in the value of shipments to India
also reflected difficulties—especially foreign exchange shortages and supply
shortfalls—in the implementation of the 1961 trade agreement between these
countries. Trade consultations were held between them in 1968 with a view to
reversing the trend and identifying areas and methods of expanding trade and
economic co-operation between the two countries. The dollar value of exports
to the United States since 1964 have shown a declining tendency, as have those to
South Africa. The Republic of South Africa is meeting a steadily increasing
proportion of its tea requirements from domestic sources and other African
countries.

For some time an export incentive scheme had been in force for all industrial
goods the manufacture of which had either been approved by or registered with
the Development Division of the Ministry of Industries and Fisheries and for
specified non-industrial exports (tobacco, mica, cocoa liquor etc.). Exporters of
such commodities were granted transferable bonus vouchers in amounts
equivalent to 20 per cent of the f.0.b. value of the goods exported (provided the
net foreign exchange earnings were not less than 25 per cent of f.o.b. value). The
vouchers entitled the holder to obtain import licences to the same face value for
any commodity admitted for import by established traders (“trade quota
items”), and for industrial raw materials, machinery and essential spare parts.

In an effort to assist exporters of non-traditional goods to market their
products abroad the Government introduced the Foreign Exchange Entitlement
Certificate Scheme in May 1968. With the introduction of the new scheme, the
export bonus voucher scheme ceased to operate. Under the F.E.E.C. Scheme
all exports except tea, rubber, coconut oil, copra, desiccated coconut and fresh
coconut qualify for certificates which entitle the exporter to about 45 per cent
additional rupee income over and above the income at the normal rate of
exchange. Certificates are traded by the Central Bank at rates fixed from time to
time, and there is a forward market. The Scheme is thus in effect a selective
devaluation. For the purposes of the Scheme imports were divided into two
categories. Those in the first (foodstuffs, drugs, fertilizers, fuels, lubricants and
imports of Government Departments) were exempted from the need to surrender
F.E.E.C’s which would have increased their cost in rupee terms by about 45 per
cent, though in the case of some items reduction of import duty moderated this
cost. In the second category were placed about 300 items which could be
imported under O.G.L. (but subject to F.E.E.C.). All other imports besides
being subject to F.E.E.C’s required licences issued by the Controller of Imports
and Exports or the Ministry of Industries and Fisheries. Imports from Loan
Agreement areas were free of F.E.E.C’s but were subject to 20 per cent duty.
World Bank lines of credit were exempted from the necessity to produce
Entitlement Certificates when used for imports, but were subject to a 20 per cent
licence fee. Other licence fees were abolished.

The trade pact with China was renewed in November 1967 for a further period
of five years. Under it, Ceylon was committed to supply China in 1968 with
78,000 metric tons of sheet rubber and other commodities, while China under-
took to supply Ceylon with 200,000 metric tons of rice. For 1969, Ceylon is to
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buy the same quantity of rice and sell 62,000 tons of rubber. The rice price
works out at a little over £51 a ton and the rubber price is, as previously, based
on the Singapore price, with China paying 5 cents/lb as handling charges and
another 2 cents/Ib for rubber of ribbed smoked sheet No. [ quality.

Imports into Ceylon

Rs million

Food  Basic materials
and base metals

1964 .. 1011
1965 .. 597
1966 .. 957
1967 .. 785
Jan.-Sept.

1967 .. 643
1968 .. 825

120
111
110
112

90
93

Mineral fuels
and lubricants

106
120
136
123

103
138

Machinery and

transport

equipment

192
177
263
251

194
206

Other
manufactures
539
462
551
452

339
401

The value of imports recorded by the Customs in the first three quarters of
1968 rose substantially, in contrast to the declining value for the comparable
period of 1967. The increase reflected the effects of rupee devaluation, relaxation
of Customs duties in mid-1967 on goods necessary for the programme of
industrialisation, to a less extent the introduction of the Foreign Exchange
Entitlement Certificate Scheme, and increased clearances of foodstuffs such as
sugar and wheat flour as well as, in particular, rice.

TABLE 30
IMPORTS INTO CEYLON
Rs million
1964 1965 1966 1967 19684

United ngdom 321 263 339 272 308
Australia. . 121 94 99 111 134
India 175 134 135 123 211
Pakistan . . .. 33 46 85 34 48
Other Commonwealth . . 75 50 72 74 75
United States 53 56 80 108 171
France 54 41 37 51 48
West Germany 66 47 74 94 106
Italy 21 26 38 70 46
Netherlands S1 47 55 41 34
Iran 29 20 29 24 59
Burma 202 74 175 63 71
China 204 114 217 185 275
Japan .. 134 111 123 97 112
Thailand . . 23 29 80 56 123
Poland 46 34 32 10 38
Soviet Union 69 100 116 110 94
Other countries 297 186 238 211 271
Total all countries 1,974 1,472 2,024 1,734 2,224

Of which:
Commonwealth 725 587 730 614 776
E.E.C. .. .. 218 179 220 267 252
EFTA (Continental) 42 30 42 40 19
Eastern Europe 157 173 200 156 177

a Annual rates based on latest data.
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The rupee value of rice imports from China, Cambodia and Thailand almost
doubled, reflecting some increase in stocks and supplies for the Government’s
self-sufficiency and free-distribution schemes. Smaller increases were attribut-
able to processed milk from Australia and Britain, to refined sugar from Poland,
and wheaten flour from U.S.A.

Imports of “reserved items” (including rice, wheat and wheaten flour, sugar,
red onions, Maldive fish, dried fish, cumin seed, lentils, dhal, cement, fodder,
caustic soda, cotton yarn, petroleum products, textiles and manufactures of
textile materials) are restricted to Government Departments or state corpora-
tions, the Co-operative Wholesale Establishment, or Lanka Salu Sala Ltd.
Most imports are subject to Customs surcharges covered by a GATT waiver
originally granted in January 1967. The waiver expired at the end of December
1968 but the Contracting Parties extended the waiver for two more years and
granted additional product coverage as requested.

The World Bank, in a report on the economy of Ceylon published in March
1968, stated that “‘since 1965 a holding operation has been transformed into a
growth effort . . . . in spite of a continuing decline of export prices and delays in
the arrival of aid-financed goods which did not start to flow in large quantities
until 1967.” Fluctuations in the year to year volume of aid-financed imports
from individual countries have an important bearing on movements in the
market shares of these countries.

MALAYSIA

After the slow-down in economic activity experienced in 1967, the economy
recovered steadily during 1968, particularly in the second half of the year with
the recovery in external demand for many of the country’s principal commodities
(especially rubber). Preliminary estimates indicated a growth rate of 5 per cent
in G.N.P., which might have been considerably higher had export prices been
more favourable during the earlier months of the year. However, following the
recovery in external demand in the second and third quarters of the year, primary
production expanded rapidly; in quantities, rubber output rose by 8 per cent,
tin by 6 per cent, saw logs and sawn timber by 30 per cent and 13 per cent and
palm oil and palm kernels by 30 per cent and 25 per cent respectively; so that,
for the first three quarters of 1968, despite lower unit values for export of rubber.
tin, iron ore and palm oil (together accounting for 60 per cent of all exports),
the value of total exports rose by 6 per cent. In the manufacturing sector output
also expanded, partly as a result of the establishment of a large number of new
firms, many of which were set up under the Investment Incentives Act (which
became operative in January 1968), offering tax incentives, tariff protection and
duty concessions to new industries of ‘pioneer’ status. New industries set up
during the year included five motor vehicle assembly plants, assembly plants for
bicycles, scooters and agricultural implements, and factories manufacturing iron
pipes, cables, textiles, heavy tyres and electrical household appliances.

At the end of February 1969 the Malaysian Parliament passed an Investment
Incentives Bill to extend the maximum period of tax relief for pioneer companies
from five to eight years, while industry was more widely defined to include any
kind of commercial undertaking rather than just manufacturing. Other notable
changes introduced by the Bill include capital allowances, payroll tax exemption,
investment tax credits for companies unable to qualify for pioneer status, export
incentives and accelerated depreciation allowances.

While exports rose to a record level during 1968, imports also rose significantly,
but at a lower rate, thus giving a substantial surplus on merchandise trade. This
surplus, however, was outweighed by a sharp decline in invisible earnings
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Malaysia
$ (Malaysian) million

Balance of

Imports merchandise
Exports (c.i.f) trade
1964 .. .. 3,364 3,215 +149
1965 .. .. 3,749 3,347 -+-402
1966 . . .. 3,809 3,368 +-441
1967 .. .. 3,697 3,312 +385

Jan.-Sept.

1967 .. .. 2,828 2,535 -+293
1968 .. - 2,998 2,633 +365

resulting in a deficit on current account. The deterioration in invisibles was
caused by an appreciable increase in remittances sent abroad, a fall in
military expenditure following the withdrawal of British defence forces and
higher freight and insurance payments arising from higher imports. However,
the deficit on current account was off-set by capital inflows, official aid and
Government borrowings. During 1968, the Government contracted several
foreign loans to finance essential projects including a World Bank loan of
$U.S.8 million, an Asian Development Bank loan of $M7 million and a loan
from West Germany totalling DM25 million; in May, the British Government
agreed to provide an additional £25 million (over 5 years) to off-set the economic
impact of the withdrawal of its defence forces by 1971. After allowing for short-
term capital movements and adjusting for errors and omissions, the overall
balance of payments position was in deficit by $M27 million in 1968, compared
with a deficit of $M247 million the year before and $M171 million in 1966.

During the year, steps were taken to increase trade with Indonesia, then
running well below the pre-confrontation level, by setting up a joint commission
to implement the ““basic trade and economic relations arrangements” signed in
May 1967. In the same month of 1968 preliminary discussions were held with the
E.E.C. to consider some form of closer relations.

Exports from Malaysia
$ (Malaysian) million

0il Coffee,
Petroleum and seeds tea, cocoa
Vegetable  Iron petroleum and and
Rubber  Tin oils ore Timber  products nuts spices
1964 .. 1,399 723 95 163 296 226 26 40
1965 .. 1464 866 126 161 360 243 33 56
1966 .. 1,476 792 142 136 468 274 33 49
1967 .. 1,271 744 141 122 581 289 15 59
Jan.-Sept.
1967 .. 1,001 564 105 90 429 . 10-4
1968 .. 952 604 128 95 530 .. 16-9

Malaysia’s principal exports showed varying increases over the previous year,
with the exception of rubber. The depressed rubber prices prevailing in 1967
continued into the early months of 1968, with February experiencing the lowest
price since September 1949, when 43 -5¢. a pound for R.S.S. No. 1 rubber was
recorded; but, with the recovery in external demand, prices picked up towards
the end of May and from mid-July until the end of September the daily spot-
price continued above 54c. a pound. During the January-September period,
despite a 7 per cent increase in the volume of rubber exports, resulting from
higher purchases by major industrialised countries (especially the United States)
and larger off-takes by the Soviet Union and China, the value of rubber exports
actually declined (by 5 per cent) owing to the fall in unit value, which averaged
50-8c. a pound compared with 57-2¢. per pound in the same period of 1967.
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Prices firmed markedly in the last quarter of 1968 and the early months of 1969.
In mid-March, 1969, the buyers’ price of No. | R.S.S. for April delivery reached
73c. a pound, the highest level since mid-June 1965,

The rise in tin exports was attributable to the 15 per cent increase in volume
exported, chiefly to the United States and the Netherlands; greater quantities,
however, were largely offset by the consistently low prices for tin ruling since
August 1967, when the Tin Buffer Stocks Manager frequently had to support
the market near the floor of £1,280 per ton. By September the International Tin
Council decided to impose export controls until the end of the year, Malaysia’s
quota being 47-2 per cent of the total, which was 4 -5 percentage points below
Malaysia’s share of the trade in 1967.

Timber exports rose substantially during the first nine months of 1968,
resulting from a sharp increase in volume coupled with stable prices for saw logs
and a substantial increase in prices for sawn timber. In the Budget presented to
Parliament in January 1969 the Finance Minister, while reviewing estimated
revenue from export duties, said that Malaysia was probably the world’s largest
exporter of tropical hardwoods. On the basis of present trends, he said, earnings

TaBLE 31

EXPORTS FROM MALAYSIA
$ (Malaysian) million

1964 1965 1966 1967 1968a

United Kingdom .. .. 303 272 266 234 270
Canada .. .. .. .. 78 87 81 65 84
Australia. . .. .. .. 98 105 84 116 125
New Zealand .. .. .. 13 25 21 22 13
India .. .. .. .. 68 64 46 37 28
Pakistan .. .. .. .. 9 7 12 [ 4
Singapore .. .. .. 761 896 940 839 825
Brunei .. .. .. .. 18 8 11 15 21
Hong Kong .. .. .. 38 33 39 33 37
Other Commonwealth . . .. 6 8 6 18 8
United States .. .. .. 414 557 481 520 612
Belgium .. .. .. 22 20 26 25 20
France .. .. .. .. 86 85 91 76 65
West Germany .. .. .. 134 116 85 76 86
Italy .. .. .. .. 104 109 120 104 110
Netherlands .. .. . 46 61 74 57 82
Denmark .. . .. 5 5 4 4 4
Sweden .. .. .. .. 19 18 15 19 15
Soviet Union .. .. .. 127 226 248 196 184
Poland .. .. .. .. 35 38 35 30 40
China .. .. .. .. 1 4 4 20 92
Japan .. .. .. .. 586 591 696 755 778
Philippines .. .. . 62 80 54 27 11
Thailand .. .. .. 30 34 39 33 30
Other countries . . 301 300 331 370 427
Total all countries. . .. 3,364 3,749 3,809 3,697 3,971

Of which:
Commonwealth .. .. 1,392 1,505 1,506 1,385 1,415
E.EC. .. .. .. 393 39] 395 337 363
EFTA (Continental). . .. 32 30 27 31 26
Eastern Europe .. .. 184 271 295 233 277

a Annual rates based on latest data.



from timber exports would probably reach $M760 million in 1969, which would
amount to close on a fifth of total exports. In the latter half of 1968 timber
exports from West Malaysia and Sarawak were running at annual rates of about
$M200 million each while shipments from Sabah exceeded the $M300 million
rate. Heavy demand has been felt from Japan and South Korea and indeed,
exports of timber to these countries provide much the greater part of the foreign
exchange earnings of Sabah. The extent of timber reserves in Sarawak is largely
a matter of guesswork but full information on the total stocks workable should
become known after the United Nations survey in 1969.

Switching out of rubber and into oil palms continued in 1968 to the extent that
Malaysia is now the world’s largest producer of palm oil, accounting for over
a quarter of world output. Unfortunately, although the volume of palm oil
exported showed a remarkable increase of 41 per cent during the year, much of
the potential gain was eroded by a serious fall in prices to 40 per cent below the
peak of 1966. The value of exports of palm kernels, however, doubled in 1968§.

Although the volume of iron ore exports rose by 12 per cent in the first three
quarters of the year, the unit value declined markedly so that export earnings
rose by only 5 per cent, compared with 1967, and with the gradual exhaustion of
good quality ores and reduced demand from Japan, the total for the year was
expected to be somewhat below that of 1967.

Japan, the United States, and the United Kingdom increased their total ofi-
take in 1968 largely as a result of larger shipments of rubber, reflecting both
recovery in demand together with the improved access to these markets afforded
by the Kennedy Round. Exports from Malaysia to other important but smaller
markets also rose markedly, the expansion of recorded shipments direct to
China being among the most interesting. These gains, however, were offset
somewhat by lower exports to the Soviet Union, while exports to Singapore
continued to fall owing to more goods being exported direct from Malaysia
consequent upon the development of Malaysian ports and the influence of
changes in recent years in the export and import tariffs,

Imports into Malayvsia

$ (Malaysian) million
Machinery and

Basic materials  Mineral fuels transport Other
Food  and base metals  and lubricants equipment manufactures

1964 . . .. 836 398 364 635 815
1965 .. .. 750 421 388 729 873
1966 . . .. 748 357 437 800 871
1967 .. .. 764 369 446 727 849
Jan.—Sept.

1967 .. .. 595 139 327 579 767
1968 . . .. 583 208 383 590 757

The 4 per cent growth in imports in the first three-quarters of 1968 largeiy
resulted from significant increases in the value of clearances of basic materials
and base metals, and mineral fuels and lubricants, notably rubber, tin and crude
petroleum for processing and re-export. Machinery and transport equipment
showed a slight increase over the previous year, partly associated with the
increase in manufacturing activity. However food imports declined noticeably
over the period, partly reflecting higher domestic production (particularly of
rice), while the appreciable reduction in the “‘other manufactures” category
arose to a large extent from lower imports of chemicals.

Higher totals were recorded in 1968 for the value of imports from each of the
developed Commonwealth countries, as well as for the crude oil imports from
Brunei. However, imports from Singapore, Hong Kong and India continued on
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TABLE 32

IMPORTS INTO MALAYSIA

$ (Malaysian) million

1964 1965 1966 1967 19684

United Kingdom .. .. 601 656 630 491 508
Canada .. .. .. .. 14 14 29 29 31
Australia. . .. .. .. 167 183 188 216 262
New Zealand .. .. .. 12 16 25 31 36
India .. .. .. .. 64 57 58 49 41
Singapore .. .. .. 326 370 389 314 298
Hong Kong .. .. .. 137 134 107 101 80
Brunei .. .. .. .. 183 193 215 239 271
Other Commonwealth .. .. 37 45 44 24 24
United States .. .. .. 184 196 206 215 232
Belgium .. .. .. 26 31 27 24 20
France .. .. .. .. 34 38 40 41 37
West Germany .. .. .. 17 140 142 i53 153
Italy .. .. .. .. 29 31 4] 44 40
Netherlands .. .. .. 65 63 58 40 46
Denmark .. . .. 16 16 19 17 14
Switzerland .. . .. 9 1 14 12 13
China .. .. .. .. 224 229 240 266 241
Japan .. .. .. .. 309 344 406 431 456
Indonesia .. .. .. 53 11 20 100 111
Thailand .. .. .. 314 302 208 208 214
Other countries . .. 294 267 262 267 382
Total all countries. . .. 3,215 3,347 3,368 3,312 3,510

Of which:
Commonwealth .. .. [,541 1,668 1,685 1,494 1,551
E.E.C. .. .. .. 270 303 307 303 295
EFTA (Continental) .. 45 54 67 66 62
Eastern Europe .. .. 1L I5 14 17 23

a Annual rates based on latest data.

a downward trend, reflecting the effects of policy implementation for industrali-
sation in Malaysia. Imports from China also fell, but higher clearances were
registered for Japan, the United States, West Germany and the Netherlands.

Tariffs and import controls of the various parts of Malaysia have not as yet
been unified. Imports into all parts of Malaysia of certain categories of textiles,
household articles, steel goods and bicycles from China are prohibited. In
respect of West Malaysia, imports of rice from any country are conditional on
the importer purchasing one ton of rice from the government reserve stockpile
for every ton imported; imports of wheat flour and rice bran from all sources
and imports of sugar are subject to quantitative restrictions for protective
reasons; those of wheat flour are prohibited in principle. Practically all imports
into Malaysia (including Penang but excluding Labuan) are subject to a 2 per
cent surtax on c.i.f. value, unless they are intended for re-export after processing.
In the Budget presented to Parliament in January 1969 the Finance Minister
sought an extra $M14 million revenue, of which $M6 million was estimated to
be raised by higher import duties on fruits such as oranges, tangerines, apples,
grapes and pears; brazil and cashew nuts, and groundnuts; and jam and fruit
juices.
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SINGAPORE

The economy expanded rapidly during the first nine months of 1968 and
preliminary estimates for the year indicated a growth rate of almost 8 per cent
in the national product. There was an upsurge in trade associated with rapid
industrial expansion, and a level of investment running 17 per cent above that
of the previous year. Entrepot trade continued to expand, the tonnage of freight
discharged and loaded at the port increasing by 17 per cent over the previous
year. The expansion of industrial production, which rose by 14 per cent, was
assisted by the establishment of a large number of new firms, most of which took
advantage of the ““pioneer industry” legislation offering fiscal incentives. Many
of these firms were developed by capital from Hong Kong following the 1967
political disturbances there. However, it is expected that much of the future
industrial capital requirements of the Republic will be supplied by American
companies planning to use Singapore as a distribution and assembly base for
the region. New projects to be implemented include the establishment of a
fourth oil refinery and the development of petro-chemicals, electronic compon-
ents and electrical appliances, shipbuilding and repairs, steel, paper and pulp.
fertilizers, engines, machine tools, farm implements and clock-making.

To strengthen the industrial programme, three new institutions were set up
during the year (replacing the Economic Development Board). These included
a Development Bank to finance manufacturing enterprises and tourist and
estate projects; the Jurong Town Corporation, which will own and manage the
Jurong and six other industrial estates, possessing about 300 factories; and an
International Trading Corporation (INTRACO) with shares held by the
private sector, Government and the Development Bank, to promote Singapore’s
exports on world markets.

This industrialisation is taking place in the face of the imminent withdrawal
of British defence forces, on which the economy has long been heavily depend-
ent; a total of 27,300 workers will need to be re-deployed before 1971 and the
present unemployment rate is already around 10 per cent. The British Govern-
ment in 1968 provided an additional £50 million to cover the withdrawal period,
while the 1969 Singapore budget provided for a trebling of its defence expend-
iture, which is expected to be financed partly by aid, overseas borrowing,
investment and higher taxation.

Singapore
$ (Singapore) million
Exports and Balance of
re-exports Imports merchandise
(f.0.b.) (c.i.f) trade
1964 .. .. 2,594 3,434 — 840
1965 .. .. 2,792 3,755 —963
1966 .. .. 3,147 4,014 — 867
1967 .. . 3,454 4,359 -905
Jan.-Sept.
1967 .. .. 2,598 3,273 —674
1968 .. .. 2,887 3,830 —-943

During the first three-quarters of 1968, exports increased by 11 per cent
compared with an increase in imports of 17 per cent. This upsurge in trade
resulted not only from the expansion in Singapore’s economy, but also from a
continuing rise in trade with Indonesia, which was estimated to be running
above the pre-confrontation level, and from a steady increase in trade with the
United States, Japan and South Vietnam (mainly U.S. procurement agency
purchases). Despite the continued withdrawal of British Defence forces, the
deficit on merchandise trade is expected to be more than outweighed by capital
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inflows and invisible earnings, to which tourism has been making a rapid and
valuable contribution, arrivals for 1968 being 25 per cent higher than in the

preceding year.

1964

1965

1966

1967 ..
Jan.-July
1967

1968

Food
421
436
463
519

276
298

Exports from Singapore

$ (Singapore) million

Mineral
Sfuels
Crude and
rubber lubricants
653 362
677 431
769 594
765 677
449 384
445 467
TaBLE 33

Machinery
and
transport Other
equipment  manufactures
284 592
315 619
320 650
271 635
160 357
163 408

EXPORTS FROM SINGAPORE

$ (Singapore) million

1964 1965 1966 1967 1968a
United Kingdom 141 141 128 200 244
Canada .. .. 26 27 34 34 b
Australia. . 71 84 63 69 85
New Zealand 36 31 28 28 31
India 20 20 21 19 18
Malaysia 1,153 1,215 1,190 1,092 1,053
Hong Kong .. .. 148 122 111 114 138
Other Commonwealth . 98 100 144 137 178
United States 107 110 146 241 313
France .. 46 43 59 35 S8
West Germany 46 55 46 53 83
Italy .. 35 40 38 55 43
Netherlands 14 18 35 62 71
Sweden 8 8 7 tL 12
Soviet Union 74 125 109 90 92
Poland 1L 9 9 9 9
China 1 22 137 96 80
Japan 78 97 107 155 257
Indonesia .. .. .. .. ..
Philippines 12 13 15 17 19
South Africa 40 45 45 45 53
Other countries 429 467¢ 675¢ 872¢ 1,012¢
Total all countries « 2,594 2,792 3,147 3,454 3,849
Of which:
Commonwealth 1,693 1,740 1,719 1,693 1,747
E.E.C. .. .. 149 163 186 251 285
EFTA (Continental) 18 17 17 57 60
Eastern Europe 123 169 147 130 135

a Annual rates based on latest data.
b Included, if any, in “Other Commonwealth’.

¢ South Vietnam $S110 million in 1965, $S256 million in 1966 and $S305 million in 1967
Official statistics do not include any item of trade with Indonesia.

d Excluding Indonesia.



The steep rise in exports up to July was achieved in spite of lower rubber
prices during the first half of the year, although these prices rose substantially
in the second half of the year following the recovery in American and Western
European demand. As in previous years, a large proportion of Singapore’s
exports were made up of re-exports (e.g. rubber, tin, sawn timber and petro-
leum), but domestic exports also increased in line with expansion in the domestic
economy. The main increase in exports and re-exports occurred in mineral fuels
and lubricants, consisting mainly of motor and aviation fuel destined for
military use in South Vietnam. The second largest increase was registered in
“other manufactures”, resulting mainly from larger exports of clothing and
textiles. The increase in food exports resulted to a large extent from increased
sales of unroasted coffee and of coconut oil (reflecting average price increases
for coconut oil over the period). Exports and re-exports of sawn timber also
showed a significant rise, but exports of machinery and transport equipment
registered only a slight increase over the previous year.

The most substantial increases in Singapore’s exports occurred in trade with
Indonesia, which to a large extent was offset by the shortfalls in trade with
Malaysia; exports to Indonesia were currently estimated at around $S540
million a month, which was well above the pre-confrontation level. Similar
sharp increases occurred in trade with Japan and the United States (mainly
crude rubber), and to a less extent with Britain (rubber, palm oil and canned
pineapples). Exports to other important markets such as Hong Kong, Australia
and Russia remained buoyant over the period. Although Malaysia remained
the country’s largest market, exports to that country declined since the end of
1965 and decreased further in 1968; this was the result of Malaysia’s efforts to
develop its own ports and the imposition of quota and tariff restrictions on
imports from Singapore. Exports to China also registered an appreciable fall,
in spite of the sharp increase in imports from that country over the period.

Imports into Singapore
S (Singapore) million

Mineral Machinery
fuels and
Crude and transport Other
Food rubber lubricants equipiment  manufactires

1964 .. .. 705 501 470 495 1,002
1965 .. .. 743 556 508 550 1,095
1966 .. .. 770 586 621 556 1,154
1967 .. .. 812 457 739 579 1,417
Jan.-July
1967 .. .. 495 285 422 327 774
1968 .. .. 572 223 S 446 951

The main component of the rise in imports during the first seven months of
1968 was the increase in the ““Other manufactures” category, with imports of
textiles and clothing, iron and steel plates, cement, batteries and paints all
significantly higher. In December 1968, import duties on made-up garments
were introduced for the first time to provide a measure of import saving and to
protect the local industry. This should have some effect on the level of future
imports. The value of machinery and transport equipment increased sub-
stantially, largely associated with the expansion in industrial activity. The value
of imports of mineral fuels and lubricants, which are largely processed and
re-exported, also rose significantly as did food imports, with larger consign-
ments of rice, sugar, canned pineapples, coffee and coconut-oil more than off-
setting smaller imports of fresh fruit and vegetables, pepper and dried fish.
Imports of crude rubber continued to decline mainly due to Malaysia exporting
more of its produce directly and to the lower average prices experienced in the
first half of the year.
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TABLE 34

IMPORTS INTO SINGAPORE
$ (Singapore) million

1964 1965 1966 1967 1968a
United Kingdom .. .. 338 393 382 337 422
Australia. . .. .. .. 155 162 186 193 227
India .. .. .. .. 101 57 55 53 54
Malaysia .. .. .. 972 1,104 1,162 1,065 1,062
Hong Kong .. .. .. 110 109 111 124 140
Other Commonwealth . . .. 80 72 69 111 117
United States .. .. .. 189 188 207 242 344
France .. .. .. .. 31 39 35 41 42
West Germany .. .. 90 103 110 127 124
Italy .. .. .. .. 27 35 33 43 61
Netherlands .. .. .. 61 49 76 76 85
Switzerland .. .. .. 48 47 43 63 b
China .. . .. .. 196 224 272 386 476
Japan .. .. .. .. 359 418 462 546 652

Indonesia .. .. .. .. .. .. .. ..
Thailand .. .. .. 130 147 161 145 156
Other countries .. .. 547 608 650 807 1,145
Total all countries ¢ .. 3,434 3,755 4,014 4,359 5,107

Of which:

Commonwealth .. .. 1,756 1,897 1,965 1,883 2,022
EE.C. .. .. .. 225 247 271 305 335
EFTA (Continental). . .. 90 91 87 145 131
Eastern Europe .. .. 23 21 19 38 40

a Annual rates based on latest data.
b Included, if any, in “Other countries™.
¢ Excluding Indonesia.

The most marked growth in imports occurred in those from the United
States and China, reflecting substantial increases in machinery, textiles and
other manufactured goods from the former, and in rice, sugar and textiles from
the latter. Japan’s share of the market showed a significant increase with
higher deliveries of textiles, steel and electrical goods, while imports from the
United Kingdom also showed a strong recovery over the previous vear with
higher purchases of machinery and transport equipment. Imports from
Malaysia, however, continued to decline following lower purchases of Malaysian
rubber.

HONG KONG

After a hesitant start, economic activity picked up rapidly in 1968, following a
year marked by the repercussions of the “cultural revolution” in the Peoples
Republic of China and the withdrawal of quite substantial funds from the
Colony by “overseas Chinese.”” Following a 13 per cent decline in 1967, a
recovery in the level of bank deposits was completed by the end of May 1968: by
December they were some 20 per cent higher than the corresponding year-ago
level. Despite lingering doubts concerning the future of long-term investment,
and the continuation of relatively slack conditions in building and civil engineer-
ing, an export-led boom ensured continuing growth in the majority of basic
industries.
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The economy of Hong Kong relies almost entirely on international trade,
shipping, financial services and tourism. Imports are vital for feeding its people
and for supplying its industry. Ninety per cent of industrial production is
exported and domestic exports account for three-quarters of total exports.
From the year 1959 (i.e. since official statistics have distinguished exports and
re-exports systematically) up to 1967, the average annual rate of increase for
domestic exports was 24 per cent, for total exports 21 per cent, and for bank
deposits 37 per cent. In 1968 imports, exports and the trade deficit went up by a
fifth, or by rather less if allowance is made for the 5-7 per cent devaluation of the
Hong Kong dollar towards the end of 1967. A 26 per cent rise in domestic
exports (compared with 17 per cent in 1967) was offset to some extent by the
slower growth of re-exports (in consequence of which the ratio of re-exports to
total exports fell from 24 per cent in 1967 to 20 per cent in 1968). However,
there was a marked expansion of tourism, receipts from which, together with
banking transactions and personal remittances, were expected to offset current
items in deficit on the balance of payments.

Exports from Hong Kong

$SHK million
Domestic exports

Exports (fo.b)

(f0.b) of which Other

Total re-exports Total Textiles Clothing manufactures
1964 .. 5,784 1,356 4,428 707 1,620 1,760
1965 .. 6,530 1,503 5,027 834 1,773 2,086
1966 .. 7,563 1,833 5,730 921 2,035 2,449
1967 .. 8,781 2,081 6,700 936 2,317 3,114
1968 .. 10,570 2,142 8,428 1,035 3,014 3,998

Clothing continued to be the largest single export item and made the largest
contribution in absolute terms to export growth in 1968. Since 1965 exports of
clothing have unfailingly supplied about 35 per cent of domestic exports;
exports of textiles and clothing as a whole have fallen from 52 per cent to 48 per
cent of the total. Diversification is continually under way within the clothing
field, into synthetics or beading or high fashion articles, and represents an over-
all trend towards higher value goods, which go to the United States and other
high quality markets. Thus although the exportation of many textiles and
garments to specified countries is restricted in accordance with bilateral agree-
ments, “trading-up” on price and quality, as well as the expansion of volume
quotas (especially in the United States) have each contributed to the growth of
sales in recent years.

As a group, the vast range of miscellaneous manufactured items made a
greater contribution to export growth in 1968 than textiles and clothing as a
whole. Rapid and consistent growth has been shown in recent years by toys and
games, a category largely composed of plastics, by telecommunications
apparatus (chiefly transistor radios), and by “other electrical machinery and
apparatus” (chiefly transistors and a variety of other electrical goods and parts).
Cutlery, wigs, photographic and optical goods, watches, travel goods and foot-
wear are other miscellaneous items that have done well.

An outstanding feature of the geographic pattern of exports from Hong Kong
is the steadily rising trend in the share taken by the United States, which rose
uninterruptedly from 28 per cent of domestic exports in 1964 to 38 per cent in
1968. The share of domestic exports taken by Britain fell from 22 per cent in
1964 to 16 per cent in the following year, where it has since remained. With a
surge in the value of domestic exports to Canada in 1968, following a commercial
accord between the two countries, the share of the Commonwealth as a whole
showed an increase of 3 per cent to 28 per cent compared with 1967. Domestic
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exports to Japan, the largest market after the United States and Britain, rose
from $HK 119 million in 1964 to $HK232 million in 1968. On the same basis of
comparison domestic exports to the Persian Gulf states went up from $HK31
million to $HK92 million and to Sweden from $HK78 million to $HKI152
million. Since 1964, all these countries have taken a steadily growing pro-
portion of the total value of domestic exports from Hong Kong.

Textile quota negotiations with Canada and Benelux countries were con-
ducted amicably during the course of 1968, but those with Sweden and Norway
were more complicated in view of the proposed imposition of restrictions on the
whole range of textile products from the Colony, including non-cotton items.

The slowing down in the expansion of re-exports in 1968 was largely on
account of greatly reduced re-exports of textile fabrics. There were also falls in
the value of re-exported non-metallic mineral manufactures, crude and synthetic
rubber, iron, steel and scrap, paper and paper board, essential oils and fish
products. Classified by destination, re-exports to most individual countries
went up substantially, especially to Japan and Singapore, but these were offset
by a decrease cf about a third in re-exports of Chinese goods, predominantly
textiles, to Indonesia, which is attempting to eliminate Hong Kong and Singa-
pore as sources of supply. The Indonesian Government drafted a plan to reduce
imports of finished products progressively until self-sufficiency in textiles was

TaBLE 35
EXPORTS FROM HONG KONG
$HK million

1964 1965 1966 1967 1968
United Kingdom .. .. 1,023 908 1,017 1,178 1,407
Canada .. .. .. .. 128 153 193 238 307
Australia. . .. .. .. 141 171 166 240 292
New Zealand .. .. .. 64 76 69 77 95
Malaysia .. .. .. 272 248 206 168 172
Singapore .. . .. 340 349 366 364 444
Nigeria .. .. .. .. 54 58 44 97 67
Other Commonwealth . . .. 227 230 260 258 272
United States .. .. .. 1,274 1,805 2,141 2,633 3,623
West Germany . .. 303 391 434 386 517
Netherlands .. .. . 61 94 131 116 128
Belgium .. .. .. 39 70 89 96 93
Ttaly .. .. .. .. 62 62 61 51 50
Sweden .. .. .. .. 79 88 90 141 155
China .. . .. .. 60 72 69 48 45
Japan .. .. .. .. 318 388 440 504 584
Indonesia .. .. .. 260 186 445 630 442
Macao .. .. .. .. 89 85 90 78 82
Philippines .. .. .. 64 64 77 114 124
Taiwan .. .. .. .. 70 86 97 131 165
Thailand .. .. .. 127 138 134 142 156
South Africa .. .. .. 63 78 57 78 94
Other countries . . 666 730 887 1,013 1,254
Total all countries. . .. 5,784 6,530 7,563 8,781 10,570

Of which:
Commonwealth .. .. 2,249 2,193 2,321 2,620 3,056
E.E.C. .. .. .. 489 644 758 695 732
EFTA (Continental) .. 185 200 239 346 348
Fastern Europe .. .. 1 1 e 1 1
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achieved. However, even at the reduced level obtaining in 1968, re-exports to
Indonesia accounted for over three times the value of domestic exports thereto
and 16 per cent of re-exports to all destinations. A feature of the re-export trade
of Hong Kong is the high proportion, 65-70 per cent, directed to other markets
in Asia, and the influence on this trade of the fluctuating state of diplomatic
relations between many countries within the continent.

While part of the substantial rise in imports may be attributed to the 5.7 per
cent devaluation of the Hong Kong dollar, this detracts little from the 38 per
cent increase in clearances of textile fibres and manufactures. Non-metallic

Imports into Hong Kong

$HK million
Machinery Textile fibres Metals Balance of
Total  Food and transport and and metal merchandise
(c.i.f) equipment manufactures  manufactures trade
1964 .. 8,551 2,012 1,024 1,967 563 -2,767
1965 .. 8,965 2,042 1,177 1,843 578 —2.435
1966 .. 10,097 2,216 1,310 2,292 537 —2.534
1967 .. 10,449 2,329 1,347 2,141 504 —1.668
1968 .. 12,472 2468 1,604 2,948 556 —1.902
TABLE 36
IMPORTS INTO HONG KONG
$HK million

1964 1965 1966 1967 1968
United Kingdom .. .. 838 962 1,011 984 1,083
Canada .. .. .. .. 119 92 86 85 101
Australia. . .. .. .. 229 199 209 261 312
India .. .. .. . 50 54 49 50 72
Pakistan . . .. . .. 177 115 139 190 301
Malaysia .. .. .. 90 64 62 59 72
Singapore .. .. .. 254 238 200 233 266
Tanzania. . .. .. .. 59 67 99 79 106
Other Commonwealth . . .. 101 83 90 103 84
United States .. .. .. 983 994 1,090 1,411 1,727
Belgium .. .. .. 95 145 190 165 209
France .. .. .. .. 72 73 73 92 115
West Germany .. .. 247 276 269 316 402
Italy .. .. . .. 165 152 123 127 148
Netherlands .. . .. 137 123 137 146 162
Switzerland .. .. .. 174 188 202 247 266
China .. .. .. .. 1,970 2,322 2,769 2,282 2,429
Japan .. .. .. .. 1,549 1,551 1,839 1,995 2,717
Indonesia .. .. .. 71 89 135 105 96
Cambodia .. .. .. 52 47 31 86 51
Taiwan .. .. . .. 178 154 169 260 413
Thailand .. .. . 267 239 267 329 269
Brazil .. .. .. .. 73 100 109 49 66
Other countries .. .. 601 638 749 795 1,004
Total all countries. . .. 8,551 8,965 10,097 10,449 12,472

Of which:
Commonwealith .. .. 1,917 1,874 1,945 2,044 2,398
E.E.C. .. .. .. 716 768 791 849 1,036
EFTA (Continental) .. 264 267 275 342 386
Eastern Europe .. . 29 29 32 26 56
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mineral manufactures (mainly basic construction materials), petroleum and
petroleum products, plastics materials, chemical elements and dyeing and
colouring materials largely used in connection with Hong Kong’s industries also
recorded sharp gains. Capital goods, such as electrical machinery and appli-
ances, scientific, optical and medical instruments, textile machinery and transport
equipment were among other items for which notable advances were shown, but
there were appreciable decreases in the value of imports of iron, steel and metal
manufactures, and to a less extent in crude rubber and cereals.

Despite some recovery in imports from China, Japan replaced that country as
the Colony’s largest supplier, with increased consignments of all major items
(textiles, electrical machinery, professional, scientific and controlling instru-
ments and plastics). China, as the second largest supplier, remained the main
source of the Colony’s food supply, lower clearances of live animals and cereals
being offset by greater values of all other foodstuffs, particularly fruit and
vegetables, meat, fish and sugar. Prices of fish and vegetables, in particular,
were raised owing to shortages of supply, so that foodstuffs represented nearly
52 per cent of the total value of Chinese sales to Hong Kong as against 49 per
cent in 1967. The United States increased its share in the market whereas
Britain’s share dropped slightly, especially in the electrical machinery, appli-
ances and transport equipment categories. Among the smaller supplying
countries, imports from Taiwan (textiles), Australia, Pakistan (raw cotton and
cotton yarn and thread), Singapore and the Middle East (petroleum) advanced
significantly. Supplies from Commonwealth countries as a whole took between
19 and 20 per cent of the import market in Hong Kong in 1968, the same as in
the preceding year.

GHANA

Mainly due to higher prices for cocoa, the crop which accounts for two-thirds
or more of Ghana'’s total export proceeds, and aided by a 30 per cent devaluation
of the New Cedi in July 1967, the country’s exports forged ahead so that by
July 1968 the cumulative total for the calendar year, expressed in local currency,
was already well above that for the whole of the preceding year. The recorded
value of imports, also, was affected by alteration of the par rate of exchange, but
provisional figures for the whole of 1968 nevertheless showed a gross trade
surplus, including gold, amounting to N¢Z29 million—a swing of N€46 million
from the deficit of the previous year.

Ghana
New Cedi million
Merchandise Gold Imports Balance of
exports exports (c.i.f) merchandise trade
1964 .. 207 20 243 - 36
1965 .. 206 19 318 —112
1966 .. 172 17 251 - 79

1967 .. 218 27 261 - 42
1968 . 341a . 312 ..

a Including gold.

External aid was made available from various sources in 1968, starting with a
new PL 480 agreement with the U.S.A. in January. Later in the year the Italian
Government provided credit facilities amounting to N¢9-8 million. Loan
commitments totalling over N¢Z9 million came from Britain and over N¢ZI5
million from the United States. West Germany extended a long-term loan of
N¢6-25 million and the IMF agreed to another standby credit. Canada
arranged provision of food aid to the value of N¢2 million, plus a N¢2 million
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grant-in-aid mainly to provide technical assistance. In all, Ghana received over
N¢70 million of aid from friendly countries and international organisations
during the year.

Between February 1966 and April 1968 the national debt held abroad rose
from $U.S8.520 -3 million to $U.S.651 -9 million, but the pressure of debt service
charges on the balance of payments, in terms of foreign exchange, was halved
as a result of a series of bilateral arrangements for the rescheduling of debt.
The internal, budgetary implications of servicing official debt designated in
external currencies other than sterling were among the more important reasons
for maintaining the exchange parity with the United States dollar and most
European currencies in November 1967. Further deferment of repayment of
some $U.S.360 million of medium and long term debts was discussed at a
meeting with Western creditors in October 1968—after which it was reported
that debts already deferred at meetings in May and December 1966 had been
rescheduled so as to limit, for the next three years, annual repayvments due from
Ghana to an amount not exceeding $U.S.24 million.

By March 1968 the Commissioner of Finance was able to announce that the
national finances, which had been chronically in deficit, had been brought into
balance. By mid-year the performance of the economy indicated that recovery
was well on the way, although curtailment of expenditure at home and abroad
was still very necessary. In June 1968 the Ministry of Industries recalled all
specific licences already issued to importers for the current calendar year, for
endorsement at 90 per cent of their value and with no automatic carry-over of
utilization into 1969. From January 1969 liberalization of import controls was
announced and a significant group of imports previously requiring specific
licences was moved into the schedule covered by open general licence. With
effect from [3 February 1969 a 5 per cent surcharge on goods imported under
O.G.L. was imposed, but the new tax was to be calculated on the c.i.f. value of
goods only, and was to be paid at the time of collection of the goods at ports
(in addition to duty and sales tax already levied). Many imports had previously
been subject to a levy of 115 per cent on the combined c.i.f. value, import duty
and other import charges.

Exports from Ghana
New Cedi million

Manganese
Cocoa Timber Bauxire ore Diamonds

1964 .. .. 146 29 2 8 12
1965 .. .. 149 25 2 9 13
1966 .. .. 117 21 2 12 11
1967 .. .. 156 22 2 9 13
Jan.-Aug.

1967 .. .. 114 13 1-0 69 6-8
1968 .. .. 173 21 1-3 7-3 10-8

Production of cocoa in Ghana in the 1967-68 season recovered from the
196667 fall and exceeded the 410,000 tons figure of 1965-66 by 5,000 tons, but
forecasts for the main crop of 1968-69 were down because of incidence of black
pod and excessive rain. Speculation over the size of the 1968-69 main crops in
West Africa and reports of a large deficit in world supplies, coupled with the
well-sold position of the Cocoa Marketing Boards, led to sharp increases in
prices. The spot Ghana price on the London market averaged 330s 10d per cwt
in September, 374s in October and 440s 4d in November 1968. On the 18th
November the spot Ghana price reached a peak of 458s 9d, the highest sterling
level since 1954. Despite a decline of about 32,000 tons in shipments to the Soviet
Union and substantial falls in consignments to Poland, East Germany, Hungary
and the Irish Republic the volume of cocoa exports from Ghana in the first
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10 months of the year was some 23,000 tons higher than the 288,000 tons shipped
in the same period of 1967: lower clearances for Eastern Europe were more than
offset by increased shipments to West Germany, the Netherlands, and the United
Kingdom. The United States continued as the chief individual market for Ghana
cocoa taking 21 per cent of the total by volume; the Commonwealth took 19 per
cent and the E.E.C. 31 per cent compared with 16 per cent and 15 per cent a year
carlier.

TaBLE 37

EXPORTS FROM GHANA
New Cedi million

1964 1965 1966 1967 1968u

United Kingdom .. .. 32 27 29 46 62
Canada .. . .. .. 4 7 5 4 9
Australia. . .. .. 3 3 3 4 7
Other Commonwealth . . 3 4 3 5 5
United States .. .. .. 48 35 27 39 65
West Germany . . .. .. 26 22 14 17 34
Italy .. .. .. .. 10 9 7 35 7
Belgium .. .. .. 7 7 8 5 6
Netherlands .. .. .. 23 23 12 18 35
Soviet Union .. .. .. 12 22 18 19 i3
Poland .. .. .. .. 4 6 3 6 3
Yugoslavia .. .. .. S 7 S 5 16
Japan .. .. .. .. 8 5 9 17 22
QOther countries . . . .. 22 29 29 28 30
Total all countries .. 207 206 172 218 314

Of which:
Commonwealth .. .. 42 41 40 59 83
E.E.C. .. .. .. 67 63 42 48 84
EFTA (Continental). . .. 7 7 7 10 16
Eastern Europe .. .. 20 37 31 32 23

a Estimated.

The value of exports of diamonds went up in the first eight months of {968 due
to devaluation in July 1967. Shipments to the United Kingdom and Belgium
increased significantly. Exports of other minerals rose less than the depreciation
of the currency, in terms of which clearances of manganese ore for Japan and
Canada increased. Timber expanded strongly, devaluation opening up a useful
competitive margin to arrest the serious inroads made in traditional markets by
the Ivory Coast, now the major West African supplier, and to capture markets
from Nigeria where the civil war seriously interrupted supplies.

Imports into Ghana
New Cedi million

Machinery
Basic materials Mineral and transport Other
Food and base metals Suels equipment manufactures

1964 .. 40 22 14 72 92

1965 .. 35 23 13 106 135

1966 .. 39 17 11 82 97

1967 .. 43 15 15 70 112
Jan.—Aug.

1967 .. 31 .. 10 47

1968 .. 31 .. 13 54



Imports into Ghana went up by a fifth in 1968. This represents approximately
no change in terms of U.S. dollars but a sizable increase in terms of sterling.
The movement was, however, by any standards much less buoyant than the
growth of exports. From January to August 1968, food imports actually declined
fractionally in terms of local currency: all other categories rose. Imports from
both the United Kingdom and the United States increased, as would be expected
from the various aid agreements entered into, but those from Eastern Europe
fell.

TaABLE 38

IMPORTS INTO GHANA
New Cedi million

1964 1965 1966 1967 19684

United Kingdom .. .. 66 80 72 78 98
Canada .. .. .. .. 6 6 2 5 7
Other Commonwealth . . .. 16 12 9 12 17
United States .. .. .. 22 27 42 43 55
West Germany .. .. .. 26 32 18 25 3t
Italy .. .. .. .. 7 H 8 6 8
Netherlands .. .. .. 12 16 12 13 16
France .. .. .. .. 8 8 11 8 8
Soviet Union .. .. .. 12 22 14 8 3
Czechoslovakia . . 7 11 3 3 5
Poland 6 14 5 3 3
Yugoslavia 2 9 5 2 2
China 2 11 6 1 1
Japan .. i3 14 13 16 18
Upper Volta 5 3 3 3 1
Other countries 33 42 28 35 39
Totall all countries .. 243 318 251 261 312

Of which:
Commonwealth .. . 88 98 83 95 122
E.E.C. .. .. .. 56 68 53 53 61
EFTA (Continental). . .. 5 7 5 8 13
Eastern Europe .. .. 34 64 28 19 17

a Annual rates based on latest data.

NIGERITA

The continued resilience of the Nigerian economy despite the civil strife was
shown by the fact that the merchandise trade surplus was maintained in 1968 at
about the same level as for 1967. However, the delay in putting the economy on
a proper footing meant that the import level had to be severely cut back during
1968 in order to conserve foreign exchange for armaments.

Nigeria

£N million

Exports  Imports Balance of

(fo.b) (c.i.f) merchandise trade
1964 .. .. .. 211 253 —42
1965 .. .. .. 268 275 -7
1966 .. .. .. 284 254 +-30
1967 .. .. .. 242 224 418
1968 .. .. .. 211 193 ~18
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Signs that the economic situation was beginning to improve came with the
increased production of petroleum oil as operations began in areas that had
returned to Federal control. International reserves, although very depleted at
the beginning of 1968, were at least stabilised although at a low level. The
Central Bank’s foreign exchange reserves, which on 30 November 1968 were
valued at £N38-7 million, rose to £N39-2 million at the end of January 1969.
The reasons for the low level of foreign exchange holdings in 1968 were all due
to the civil war; the cost of armaments coupled with the great fall in crude oil
exports and the need to import petroleum products formerly refined in the
former Eastern Region were the main contributing factors. During the year the
I.B.R.D., United States A.1.D., the United Kingdom, Canada, Japan and some
Eastern European countries resumed lending to Nigeria.

In January 1968 the first stringent import controls were introduced to supple-
ment the effects of a 5 per cent surcharge on imports and of the small list of
prohibited imports announced in October 1967. The new controls meant that
specific licences would be required for a large number of commodities formerly
imported under open general licence and now regarded as luxury or non-essential
items. The list of commodities ranged from passenger cars, textile piece goods,
domestic utensils, washing machines and refrigerators to cigarettes, wines and
spirits, flour, sugar, confectionery and common and toilet soap. This was
followed by a severe Budget announced on April 28th: measures included the
raising of the import duty surcharge from 5 per cent to 7% per cent, the placing of
many items previously imported free of duty under a 10 per cent ad valorem
duty, while a further lengthy list of imports would require specific licences.
Meanwhile the April trade figures showed that the existing restrictions on
imports were beginning to produce results. In October 1968 it was announced
that the Nigerian Government would not grant further concessions for imports
of grey baft or other raw materials for production of printed fabrics. The
country would thus save foreign exchange by channelling any new investment in
the textile industry to the spinning of items such as grey cloth for printing,
synthetic and blended fabrics and other specialised products for which local
capacity was still inadequate. At the beginning of 1969 it was indicated that the
importation of grey baft would be completely prohibited with effect from 1971,
and all mills are now preparing expansion projects with a view to becoming
integrated operations.

Exports from Nigeriu

£N million
Cocoa Rubber Cotton Oils and Timber Tin Petroleum and
oilseeds a petroleum products
1964 .. .. 40 12 7 74 8 12 32
1965 .. .. 43 11 6 88 6 15 68
1966 .. .. 28 il 3 84 6 I5 92
1967 .. .. 55 6 4 50 4 13 n
1968 52 1 58 .. 14 37

a Palm kernels, groundnuts, palm oil and groundnut oil.

Total exports from Nigeria fell by 13 per cent in 1968, a slightly lower decline
than occurred in 1967. Two categories of exports rose: oils and oilseeds, and
tin. In the first category the volume of shipments of groundnut products went
up more than enough to offset the fall in prices, so that the value exported rose
by £N5-6 million. At the same time a rise in the price of palm kernel exports led
to an increase of £N2-4 million, thus offsetting the fall in volume. Exports of
tin metal increased by £NO- 7 million, despite lower average export prices, due to
a rise in quantity exported. After an increase in the first half of the year cocoa
exports fell by 5 per cent for the year as a whole, mainly due to adverse weather
conditions, but even so the value of total export realisations for this commodity
were higher than in any previous year except 1967.
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Exports of raw cotton went down by about three-quarters, reflecting both low
rainfall and less acreage planted. A substantial increase in producer prices was
announced and it was hoped to encourage farmers to grow more good cotton
this way, but with the proposed expansion of the Nigerian cotton textile industry
exports of raw cotton seem unlikely to expand much in the future. Crude
petroleum exports fell by some £N35 million but prospects for this major export
improved considerably during the year. By the end of 1968 oil production was
increasing rapidly and in December was at the rate of 441,285 barrels a day,
compared with 377,000 barrels a day in the preceding month and 57,871 barrels
a day in December 1967. 1n the first nine months of 1968 both rubber and timber
exports registered declines, the former on account of labour difficulties as a
result of the civil war and the latter on account of adverse weather conditions
making transportation difficult. However, by the end of the year the situation
had improved for both these commodities.

TABLE 39
EXPORTS FROM NIGERIA
£N million
1964 1965 1966 1967 1968 a
United Kingdom .. .. 80 101 105 72 58
Other Commonwealth . . .. 8 6 14 9 9
United States .. .. .. 14 26 22 19 14
Belgium .. .. .. 5 8 7 3 5
France .. .. . .. 10 18 26 22 12
West Germany .. .. 27 28 28 25 16
Italy .. .. .. .. 8 11 14 14 16
Netherlands .. .. .. 27 32 26 31 21
Other countries .. .. 32 39 53 47 60
Total all countrics .. 211 268 284 242 211
Of which:
Commonwealth .. .. 88 107 119 83 67
E.E.C. .. .. .. 77 96 101 96 70
EFTA (Continental). . .. 8 12 12a 9a 7
Eastern Europe .. .. 4 10 .. .. ..

a Estimated on the basis of data for trading partners.

The decline in exports of petroleum accounted for much of the fall in exports
to many of Nigeria’s markets. Lower cocoa exports also contributed towards
the decline in exports to Japan, Canada, the United Kingdom, and the
Netherlands, although shipments of this commodity to West Germany, the
Soviet Union and the Irish Republic rose while exports to Hungary, Poland and
East Germany were resumed. Reduced exports of rubber and timber also
contributed to a lower value of total shipments to the United States. It is
estimated that exports to the E.E.C. fell by about a quarter.

Imports into Nigeria

£N million
Food Basic materials  Mineral fuels Machinery and Other
and base metals and lubricants transport equipment manufactures

1964 .. 21 25 20 75 108
1965 .. .. 23 29 17 92 108
1966 .. .. 20 26 4 95 104
1967 .. .. 21 .. 9 72 ..
1968 .. .. . . ..
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Total imports into Nigeria fell by some 14 per cent in 1968. According to data
for the first nine months of the year declines were recorded for all categories
except mineral fuels, which rose from £N4 million to £N11 million. Comparing
the first three-quarters of 1968 with the corresponding period of 1967, imports of
manufactures classified by materials and of machinery and transport equipment
both declined by some £N17 million, the former to £N38 million and the latter to
£N41 million, and chemicals declined by £N1 million to £N16 million. Miscel-
laneous manufactured articles declined from £N13 million to £N9 million. By
November 1968 no specific import licences had been issued and the country was
in the grip of severe import shortages. As already mentioned, many items
formerly imported under open general licence had been transferred to specific
lists: items such as cotton piece goods were scarce because local industry was
not yet geared to fulfilling home demand, and stocks of items such as cars, air
conditioning equipment and many kinds of imported foodstuffs had been
completely exhausted.

TABLE 40
IMPORTS INTO NIGERIA
£N million
1964 1965 1966 1967 1968 a
United ngdom .. .. 78 85 76 65 55
India .. .. .. 4 4 3 3 3
Hong Kong .. .. 5 4 2 3 2
Other Commonwealth . .. 7 9 14 7 7
United States .. .. .. 29 33 42 28 25
West Germany .. .. 22 30 27 25 23
France .. .. .. .. 10 12 14 9 7
[taly .. .. .. 13 13 13 I 13
Netherlands .. .. .. 10 10 9 9 7
Norway .. .. .. .. 5 [ 7 5 3
Japan .. . .. .. 31 26 14 19 8
Other countries .. . 39 43 33 40 40
Total all countrics .. 253 275 254 224 193
Of which:
Commonwealth .. .. 94 102 95 78 67
E.E.C. .. 59 68 68 58 55
EFTA (Contmental) .. i1 14 11a 10a 9
Eastern Europe .. .. 7 6 .. .. ..

a Estimated on the basis of data for trading partners.

SIERRA LEONE

Following the continuous decline in the value of exports from Sierra Leone
from 1964 to 1967, provisional data for 1968 indicated a sharp upturn—
amounting to about a quarter—in the export total for 1968. This was much
more than could be accounted for by the change in the external value of the
currency. The improvements in exports did not really become apparent until
well into the year as diamond exports, particularly, remained far below the level
of the first months of 1967. At the time of devaluation in November 1967 the
diamond export duty had been put back to 7% per cent from the 10 per cent
imposed at the time of the Budget in July 1967, as it was thought that the
increased duty had done much to encourage smuggling, leading to significantly
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lower purchases by the Government Diamond Office. In November 1967 the
Government also raised the producer price of diamonds by 16% per cent, but
even after these measures the recovery only began gradually in May and June
1968. At the beginning of 1968 the Sierra Leone Produce Marketing Board
announced rises in prices paid to farmers for palm kernels, coffee, cocoa and
piassava to encourage greater production, and by the end of the first ten months
of the year exports of all these commodities were well up on the corresponding
1967 figures.
Exports from Sierra Leone
Leones million
Balance of

Total Palm merchandise
(fo.b) Diamonds Iron ore kernels Coffee trade
1964 .. 62-9 39-8 10-4 4.9 2.7 -~ 75
1965 .. 59-1 37-0 10-9 5.7 1-3 --17-9
1966 .. 53-4 31-2 9.6 5-1 3.9 -17-6
1967 .. 45.5 29.7 9.0 1-1 0-5 ~19-8
Jan.-Aug.
1967 .. 391 6-3 0.6 0-3
1968 .. 50-6 7-8 6-8 0.5

The Budget for 1968-69 had three main objectives: a reduction in the size
of the overall deficit, the generation of a surplus from the current budget to
support the development programme, and an increase in the size of the develop-
ment budget. Total recurrent revenues for 1968-69 were estimated at Le4l -7
million and recurrent expenditures at Le40-8 million. Early in 1969 it was seen
that actual revenue was higher than had been expected and recurrent expend-
iture seemed likely to be less than originally forecast. A year previously it had
been feared that the higher price of imports from non-devalued areas, combined
with increased domestic purchasing power, would lead to inflation and the need
for currency and exchange controls as well as import quotas; however, this fear
was overcome by a loan from the [.LM.F. of $U.S.3-6 million under a standby
agreement, and external reserves rose from the low point of Lel2-7 million at
the end of January 1968 to Le23 million at year’s end.

TABLE 41

EXPORTS FROM SIERRA LEONE
Leones million

1964 1965 1966 1967 1968a
United Kingdom . . 48-2 43-9 36-4 32-3 36-2
West Germany 4.3 4.3 3.6 2-4 6-4
Netherlands 6-3 6-3 6-7 5-6 7-9
Other countries 4.1 4-6 6-7 5.2 6-1
Total all countries .. 62-9 59-1 53-4 45.5 56-6
Of which:
Commonwealth .. .. 48-7 44-3 36-8 32-5 36-5
E.E.C. .. .. .. 11-5 13-6 12-0 10-1 16-3
EFTA (Continental). . .. 0-3 —_ 0-6 0-2 0-6
Eastern Europe .. .. 0-2 — —_ — —

a Estimates.

During the first ten months of 1968 exports of all major commodities rose.
The most spectacular increase came in palm kernel exports which moved from
under Lel,000 to nearly Le8 million. The abnormally low purchases of palm
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kernels for the first 6 months of 1967 were caused by a loss of confidence in the
Sierra Leone Produce Marketing Board to pay promptly on delivery of produce.
This situation was rectified by the end of the year and, combined with the
higher price announced in January 1968, this produced a steady flow of palm
kernels for sales to the Board until November when the usual seasonal decline
set in. Diamond exports only increased slightly in the first 10 months. Pur-
chases by the Government Diamond Office were very low early in the year, with
smuggling still taking a high proportion even after the reduction in the export
duty and an increase in the price paid to miners—a situation which improved
with the return to civilian rule. G.D.O. purchases in May 1968 exceeded Le2
million for the first time and a steady improvement continued for the rest of the
year. A slight increase in price during August gave a stimulus to diamond dealers
and the normal rainy season depression did not make itself felt. By the end of
1968 purchases of diamonds for the year were the best ever, reflecting an increase
of 9-7 per cent over the previous highest recorded purchase in 1964, carats
traded being over 100,000 up on the 759,513 of 1967. Exports of coffee increased
substantially on the 1967 level, helped by better weather conditions, but it was
feared that a significant quantity was still being smuggled over the border to
Liberia. Exports of iron ore rose by almost a quarter, encouraged by a contract
made with Japan early in the year for the supply of iron ore to three Japanese
steel mills. The contract called for deliveries of 400,000 tons of iron ore between
April 1968 and June 1969, and an annual shipment of |-1 million tons to the
end of 1979. Higher prices for cocoa and piassava encouraged producers of
both these commodities and exports were well up in the first ten months of 1968.

An increase in exports of raw cocoa and coffee by weight contributed towards
the rise in the total value of exports to the United Kingdom. Greater shipments
of palm kernels and piassava were partly responsible for the rise in exports to
the E.E.C., particularly West Germany and the Netherlands, which have
replaced the United Kingdom as first and second markets for Sierra Leone
piassava in recent years.

Imports into Sierra Leone
Leones million

Basic Mineral Machinery
materials Sfuels and

Total and base and transport QOther

(c.i.f.) Food metals lubricants equipment manufactures
1964 .. 70-4 9-8 3.2 7-3 18-5 28-7
1965 .. 77-0 11-3 4.7 6-8 227 28-3
1966 .. 71-0 13-8 3.7 5-7 16-6 27-8
1967 .. 65-3 12-6 3.4 4-8 14-8 26-4
Jan.-Sept.
1967 .. 50-1 10-0 4.0 11-4 20-1
1968 .. 54-5 10-2 4.4 12-6 23-5

The recorded value of all major groups of imports showed higher totals in the
first three-quarters of 1968. Purchases from the United Kingdom were aided
by an interest free loan of Lel,120,000 to Sierra Leone, to be spent on an agreed
list of goods and services, while a further PL480 agreement with the United
States provided for shipment of 2,500 metric tons of wheat and wheat flour and
90 metric tons of tobacco or tobacco products at a total cost of some $389,000.
Five per cent of this cost was to be payable on arrival of shipments and the
balance in 19 instalments commencing 2 years after the date of the last shipment.
Imports of petroleum products should show a decline in 1969 as restrictions
were to be placed on imports with the opening of the petroleum refinery with
an annual capacity of 500,000 tons.
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TaBLE 42

IMPORTS INTO SIERRA LEONE
Leones million

1964 1965 1966 1967 1968
United Kingdom .. .. 26-8 25.2 20-0 18-3 20-4
Other Commonwealth .. 8-2 8-2 7-3 5-5 4.3
United States 3-5 11-4 4-4 6-9 7-4
France .. 2.5 4-4 5-3 4-8 3.9
West Germany 5.6 3.3 4-4 3.3 3.9
Italy .. .. I-5 2-9 2-2 1-7 1-7
Netherlands 5.2 5-0 4.5 3-1 3-1
Japan .. 7-2 6-4 7-4 7-2 8-1
Other countries 9-9 10-2 15-5 14-5 17-0
Total all countries 70-4 77-0 71-0 65-3 69-8
Of which:

Commonwealth .. .. 35-0 33.4 27-3 23-8 24.7
E.EC. .. .. .. 15-5 16-2 16-8 13-7 i3-1
EFTA (Continental). . .. 1-5 1-4 i-4 1.7 1-4
Eastern Europe .. .. 2.6 3-4 4-1 4-1 4.5

a Annual rates based on latest data.

THE GAMBIA

Total exports from The Gambia fell by some 14 per cent in 1968 due to lower
groundnut production and lower world prices. Production during the year
amounted to 118,000 tons, just below the 1965-66 crop figure and 11,000 tons
lower than the record crop of 1966-67. Export shipments were the second
highest ever achieved at 21,100 tons, after the record of 26,200 tons in 1967,
while exports of shelled groundnuts fell by 5,000 tons to 30,000 tons in 1968
compared with the previous year. The value of imports increased more steeply
than in the last few years and the trade gap widened considerably after its
contraction in 1967.

Exports from The Gambia

£ million
Qilseeds, oil

Total nuts and oil Vegetable Animal

(f.0.b) kernels oils Jfeeding stuffs
1964 .. 3.2 i-8 0-9 0-5
1965 .. 4.7 2-5 1-5 0-7
1966 5.6 2.6 1.7 i-1
1967 6-4 2-4 2:6 [-2
1968 5-5 1-8 2.3 [-3

The smaller size of the groundnut crop and the lower export prices prevailing
during the main selling season led to a reduction in the producer price of £1 to
£27 a ton, plus a subsidy out of the Stabilisation Fund of 30 shillings given by
The Gambia Oilseed Marketing Board for every ton. However, by May 1968
prices had recovered and were well above the prevailing 1967 levels, in terms of
sterling, for the rest of the year. Despite lower than hoped for returns from
groundnut exports, it was announced in the Budget in June that for the second
successive year the country expected to meet its current expenditure from local
resources, making it unnecessary to seek British budgetary aid. At the time of
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the Budget the government announced that it would subsidise the sale of
seednuts to farmers by reducing the price from 45 shillings/cwt to 35 shillings/
cwt as an encouragement to increase groundnut production, and an intensive
campaign was under way to increase acreage planted.

TABLE 43
EXPORTS FROM THE GAMBIA
£ million

1964 1965 1966 1967 1968

United Kingdom .. .. .. 1.5 2-4 3-9 4.0 3-7
Italy .. .. .. .. .. 1-5 1-0 0-4 0-5 0-1
Portugal .. .. .. .. — 0-5 1-3 1-3 0-1
Other countries .. .. .. 0-2 0-8 —— 0-6 1-6a
Total all countries .. .. 3.2 4-7 5.6 6-4 5.5

Of which:

Commonwealth .. .. I-6 2-5 3-9 4-0 3-7
E.E.C. .. .. .. .. 1-6 1-5 0-4 0-5 0-9

a Of which France 0-3, Netherlands 0-5.

With the new crushing facilities in The Gambia, exports of vegetable oils were
well over a quarter higher than those of seeds, nuts and kernels in 1968, com-
pared with less than a tenth higher in 1967. Exports of animal feedingstuffs rose
slightly, aided by the fact that the 21 per cent of the groundnut crop which was
substandard was used for producing groundnut cake. The decline in exports to
the United Kingdom was caused by a drop of £0-5 million to £2 million in
groundnut oil. The fall of 80 per cent in exports to Italy was due to the decline
in groundnut exports, as was the decline of some 90 per cent in exports to
Portugal.

Imports into The Gambia

£ million
) Machinery
Total and Other
(c.i.f) Food transport manufactires
equipment
1964 4.3 1-0 0.5 2.0
1965 5-8 1-0 I-1 3-1
1966 6-3 0-9 1-2 33
1967 7-0 i-3 13 3.2
Jan.-Sept.
1967 4.6 09 0-9 1-9
1968 5-5 0-7 [-2 2-5

Over the first nine months of the year imports increased by about a fifth.
Food imports did not increase in this period although by the end of the year
substantial increases were being reported in the cost of importing corned beef
and rice and the latter commodity was being subsidised from the Stabilisation
Fund. It was hoped that in the not too distant future The Gambia would be-
come self sufficient in rice production. Imports of machinery and transport
equipment and also of manufactures increased substantially by about a third.
Imports from the United Kingdom rose in the region of a quarter while those
from Japan remained at a similar level to that of 1967.
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TABLE 44
IMPORTS INTO THE GAMBIA

£ million
1964 1965 1966 1967 1968a
United Kingdom .. .. .. 1-6 2-4 2-5 2-5 3.2
Japan .. .. . R 0-7 1-0 1-1 1-2 1-2
Other countries .. .. .. 2-0 2-4 2-7 3.3 3-6
Total all countries .. .. 4.3 5.8 6-3 7-0 8.0
Of which:

Commonwealth 2:2 3.0 3.3 3.2 3-9
E.E.C. .. 0-4 0-5 0-5 0-8 1-0
Eastern Europe 0-2 0.3 0-4 0-4 0-4

a Annual rates based on latest data.

ZAMBIA

Copper is Zambia’s major industry, as well as its principal export and source
of revenue, and it was natural therefore that, with the average L.M.E. three-
month price dropping from K1,076 in 1966 to K810 in the following year—
when a lagged import surge sharply reduced the surplus on external trade—
concern should be felt for the country’s financial position, However, the effect
of strikes in American copper mines in late 1967 and early 1968, followed by
hedge-buying against possible devaluations, and various other factors, helped
to firm the market and in the first nine months of 1968 the combination of
higher prices and output of copper resulted in a 22 per cent rise in the value of
mineral production compared with the same period in the previous year. As
exports forged ahead, while the rising trend of imports was substantially checked,
the balance of merchandise trade showed a great improvement. This was
reflected in a rise of K23 to K153 million in international reserves in the period
January to November 1968.

Towards the end of 1968 the Zambian Government took a more active
interest in the copper industry, through the formation of the Metals Marketing
Company. This institution, in which the Government has a 51 per cent equity
and the two major mining companies equal remaining shares, is to supervise
pricing and marketing policies affecting the country’s mineral production as
well as representing Zambia in international marketing gatherings. Individual
contractual arrangements continue to be negotiated by the mining companies
and purchasers.

Manufacturing industries have progressed satisfactorily in recent years, the
index of manufacturing production having risen by 16 per cent in 1967 and by
22 per cent in the first half of 1968. The increase in output of foodstuffs and of
non-metallic mineral products was particularly noticeable. Official industrial
policy has been to develop industries of national importance, often in partner-
ship with private industry. The main instrument in carrying out this policy has
been the Industrial Development Corporation. The number of state investments
held by INDECO increased from nine to twenty-two in 1967. Following the
Mulungushi economic reforms the Industrial Development Corporation
increased its activities and at the end of August 1968 the corporation held
investments of roughly K30 million in equities and K10 million in loans,
together K40 million, compared with K15 million at the end of 1967.
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The gross value of marketed agricultural production in the 1967-68 crop
season was practically the same as in the previous season. There was a drop in
maize sales, but sales of whole milk and poultry increased. Efforts to increase
the productivity of existing commercial farmers continued, along with efforts to
persuade subsistence farmers to move into the commercial field. Early in 1968
the Government formed the Agricultural Development Corporation to facilitate
the execution of the National Development Plan 196670 and to help to run a
number of agricultural projects along commercial lines.

The Budget, introduced on a calendar year basis for the first time in January
1969, included measures to encourage the growth of manufacturing industries,
including higher capital allowances and the imposition of new customs and
excise duties. “‘Luxury” imported goods were to bear a duty of 50 per cent
while tariff rates for commodities such as beer, cigarettes, spirits and confection-
ery were all raised by varying amounts. At the same time a simplification of the
tariff structure was announced and this accounted for increased rates in some
cases. The establishment of an Export Promotion Council, composed of
representatives from government, commerce and industry was confirmed early
in 1969.

Exports from Zambia

K million
Toral Copper Zinc Tobacco Cobalr
(fo.r)
1964 .. .. 335 297 10 6 3
1965 .. .. 380 343 10 5 4
1966 .. .. 493 461 8 5 4
1967 .. .. 470 432 8 4 6
Jan.-July
1967 .. .. 242 219 4.2 2-7 2.5
1968 .. .. 322 304 5-5 1-4 2-0
TABLE 45
EXPORTS FROM ZAMBIA
K million
1964 1965 1966 1967 1968a
United Kingdom .. .. 109 143 160 128 166
Other Commonwealth .. .. 22 16 12 11 13
South Africa .. .. .. 26 25 28 25 22
France .. .. .. .. 19 28 43 35 45
West Germany .. .. 44 50 69 43 70
ltaly .. .. .. .. 24 32 44 41 53
Japan .. .. .. .. 37 46 69 96 121
Other countries .. .. 54 40 68 91b 116¢
Total all countries .. 335 380 493 470 606
Of which:
Commonwealth .. .. 131 159 172 139 179
EE.C. .. .. .. 104 113 168 125 153
EFTA (Continental). . . 10 16 27 27 34
Eastern Europe .. . 6 9 10 7 7

a Annual rates based on latest data.
b Of which United States 24,
¢ Of which United States 32.



Despite the cutback in copper production during the first half of the year
due to low quality coal and acid shortages, a 38 per cent increase in the value
of copper exports was achieved in the first seven months of 1968 compared with
the similar period of 1967. In early 1968, with copper for immediate delivery in
short supply because of the United States strike, the price for cash wire bars on
the London Metal Exchange rose significantly above the three months forward
price at which Zambian producers sold metal. In June, therefore, both major
groups in Zambia announced that, in future, they would base their price for
copper wire bars to consumers on the cash rather than three months forward
L.M.E. price. With the return to full production in the July-August period
copper output expanded strongly so that by the end of the year it had risen by
48,000 tons to 655,000 tons and the provisional value had increased from K454
million in 1967 to K516 million in 1968.

The main customers for Zambia’s copper are the E.E.C., the United Kingdom
and Japan which together took nearly 80 per cent of total exports in 1967 and
85 per cent in the first half of 1968. Primarily because of the strike in the United
States copper industry, copper exports to that country reached very substantial
proportions in the second half of 1967 and the early months of 1968. Copper
exports to Japan should increase substantially in the future as a result of agree-
ments signed in Tokyo in May 1968. Under them two major Japanese companies
were to provide loans to the Anglo American Corporation for copper mining
development, to be repaid by deductions from guaranteed proceeds of the
100,000 ton yearly copper supply over 10 years starting in 1969.

Although the devaluation of sterling gave a boost to the L.M.E. price of
zinc the market remained comparatively depressed. The value of exports of
zinc during the first seven months of the year showed an increase of about a
third over the corresponding period of 1967, but the provisional value figure for
zinc production for 1968 showed only a slight improvement on 1967 despite
an increase in output. Tobacco exports during the seven month period were
nearly halved, the burley and turkish crops being affected by drought early in
the year while increases in production of the virginia flue cured crop did not
completely offset the lower than hoped for prices. The target set by the Zambia
Tobacco Board for 1968-69 was 20 million pounds and on the strength of this
and the target of 25 million pounds for 1969-70, manufacturers agreed to main-
tain the level of their purchases. However it was thought that a further fall in
auction floor prices in the latter part of 1968 coupled with an unfavourable
pattern of rains would have serious effects on the 1969 tobacco crop.

Imports into Zambia

K million
Machinery Other
Mineral and manufactures | Balance of
Basic  fuels and  transport (incl. merchand-
}‘otal Food materials Iubricants equipment base metals) | ise trade
(fo.b)
1964 .. .. 154 14 11 17 42 72 +182
1965 .. ..o21 17 15 21 70 96 +169
1966 .. .. 246 20 18 20 98 98 +247
1967 .. .. 306 21 19 31 126 115 +164
Jan.-Sept.
1967 .. .. 233 16 6 24 100 83 + 92
1968 .. .. 252 18 5 24 107 93 +154

An increase of 8 per cent occurred in imports in the first nine months of
1968 compared with the corresponding period of the previous year. There
was a decline in basic materials, and only a small rise in mineral fuels and
lubricants. The opening of the oil pipeline from Dar es Salaam to Ndola on the
copperbelt in July 1968 brought petrol rationing to an end in October, when it
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TABLE 46
IMPORTS INTO ZAMBIA

K million
1964 1965 1966 1967 1968a

United Kingdom .. .. 26 42 54 63 69
Other Commonwealth .. .. 67 82 62 63 62
South Africa .. .. .. 32 41 58 72 79
United States .. .. .. 8 13 27 66 53
West Germany .. .. 4 6 8 12 13
Japan .. .. .. .. 3 8 9 19 20
Other countries .. .. 14 19 28 11 12
Total all countries .. 154 211 246 306 310

Of which:
Commonwealth 93 124 116 126 131
EE.C. .. .. 8 16 20 37 40
EFTA (Continental) 3 4 6 8 8
Eastern Europe — — — 2 2

a Annual rates based on latest data.

was expected that the rate of importation of mineral fuels would show a natural
increase. Imports from the United Kingdom increased by about a fifth during
the first 6 months of the year, the greater proportion of the total consisting of
electrical and non-electrical machinery and transport equipment. Imports from
South Africa continued their upward trend. United States sales to Zambia
during the whole of 1968 fell by approximately a fifth from the 1967 total of
$37 million (U.S. data). This drop followed large increases in U.S. exports in
1966 and 1967 resulting principally from substantial “once only” sales of
aircraft and railway equipment.

MALAWI]

Early in 1968, when it appeared that drought might seriously affect foodstuffs,
there was a startling increase in the price of locally grown food. But though the
lack of rain was serious there was no danger of famine: the price of foodstuffs
fell back, and at the end of the year showed little rise over a year ago. Neverthe-
less, the drought caused many problems. At the national level, groundnuts and
cotton were particularly affected and the very small increase in the value of
agricultural exports was only made possible by disposals of stocks carried
forward by the Farmers Marketing Board and tobacco merchants from 1967.
Apart from the official quotas which deliberately restricted crop purchases of
dark-fired tobacco, the volume of most crops marketed through the F.M.B. was
not only down on 1967 but also below the previous three-year average 1964-66.
Only maize of the major crops yielded an above average surplus for sale. On the
other hand, the estate crops, tea, burley and flue-cured tobacco did better.

The combination of a poorer harvest of Farmers Marketing Board crops,
devaluation and a sharp cut in budgetary aid from Britain, meant a much lower
rate of growth in the economy as a whole. The effect of devaluation was to raise
the retail price of most imports. Recourse was had to foreign exchange reserves
since the current deficit of the balance of payments was expected to widen to
about £5 million. However, the level of exchange reserves at the end of 1968
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showed a rise of some £200,000 compared with 1967 due to receipt of £1-8
million as final proceeds from the sale of the Zambesi bridge. At the end of the
year preliminary indications showed that gross domestic product at market
prices would probably amount to just over £85 million—an increase of about
2 per cent compared with 1967. Adjusting for price movements, real income in
1968 would thus work out at a lower level than in 1967.

Exports from Malawi

£ million

Domestic Balance of

Exports Re-exports Imports merchandise

(f.o.r.) (fo.r) (f.0.b.) trade
1964 .. .. 115 1-0 14.3 —-1-8
1965 .. .. 13-5 0-8 20-4 —-6-0
1966 .. .. 13-8 3.6 27-1 —-9.7
1967 .. .. 16-6 3.9 255 —-5-1
1968 .. .. 17-0 3.3 29-6 —9.3

On the basis of preliminary data for 1968, domestic exports attained a record
value of around £17 million, compared with £16-6 million in the previous year.
By the end of September domestic exports at £13 -4 million were 7 per cent above
the total for the corresponding three quarters of 1967. However, as the F.M.B.
had managed to move most of the current year’s crops, as well as run down
stocks carried over from 1967, while the poor plucking conditions meant rather
a small volume of tea for export, domestic exports in the final quarter of 1968
amounted to only £3-6 million, against £4-2 million in 1967.

Re-exports (which exclude the direct transit trade with Zambia) fell to £3-3
million; re-exports of Zambian tobacco and mineral fuels for Eastern Zambia
were the main components. Of the total value of exports amounting to £20-3
million in 1968, as much as £3 million could be attributed to the combined
effects of the run-down in 1967 stocks and higher export prices.

Domestic Exports from Malawi

£ million
Cotton
Tea Tobacco Groundnuts lint Maize Other
1964 . . 3-3 4.2 1-1 10 0.2 1-7
1965 .. .. 3.8 5.1 1-6 1-1 — 1-9
1966 . . .. 44 4.5 1-3 1-1 0-8 1.7
1967 .. .. 4-5 4.2 3.4 0.7 1-6 2-2
1968 . . 4-9 5-3 2-3 0-6 1.7 2.5

Production for export was down on 1967, taking all commodities into con-
sideration. But on the whole the tobacco crop was not too badly affected by
drought. The dark-fired crop fell somewhat below the reduced target set, but
quality was improved and auction floor prices were much higher. Auction sales
of flue-cured amounted to just over 6 million Ib. This was half as much again
as in 1967 though the price, while still high, was below the best. On the other
hand, both the quantity of burley tobacco, 6 -8 million Ib, and its price of 30-13d
per Ib were still above the 1967 figures. Total auction floor receipts for tobacco
were sharply up on 1967. The tea industry began the year well but then the
effects of the long dry spell in the middle of the year began to affect this crop
also. The outturn for the year was about 10 per cent below the 1967 record of
37 million Ib.

The cotton crop was affected for the third year in succession by shortage of
rain. Only 12,400 tons of cotton were purchased from growers by the Farmers
Marketing Board. The worst affected crop, however, was groundnuts. This
proved to be much below average quality and, in addition, its size was only just
over half of that of the 1967 crop.
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During 1968 unrecorded trade with neighbouring countries probably
increased; paddy, pulses and groundnuts brought better prices as a result of
Malawi’s devaluation. Among the “other” domestic exports, cassava was
expected to show a marked rise.

TaBLE 47
EXPORTS FROM MALAWI )
£ million
1964 1965 1966 1967 1968

United Kingdom . 5 7 8 1 ]
Other Commonwealth . . 4 4 3 4 3
South Africa .. .. .. | 1 — | I
Other countries . . .. .. I 2 5 6 5
Total all countries. . .. 12 14 17 20 20

Of which:
Commonwealth .. .. 9 10 11 15 14
E.E.C. .. .. .. 1 1 2 2

Detailed statics of exports by destination show a fractional decline in the
proportion going to the United Kingdom and a corresponding rise in the share
going to countries which did not devalue.

Total imports for 1968 were provisionally valued at £29-6 million which, with
re-exports at £3-3 million, meant a substantial rise in retained imports from the
low figure in 1967. Although detailed import price indices were not available, it
would appear that much of this increase was due to higher prices arising from
devaluation.

Imports into Malawi

£ million
Machinery
Total Basic Mineral and transport Other
(fo.h) Food materials Suels equipment manufactures
1964 .. 14 i —_ 1 3 8
1965 .. 20 2 ! 1 4 11
1966 .. 27 2 1 1 7 12
1967 .. 26 2 2 | 6 11
1968 .. 30 .. .
TABLE 48
IMPORTS INTO MALAWI
£ million f.0.b.
1964 1965 1966 1967 1968
United Kingdom .. .. 3 5 8 7 8
Zambia .. .. .. . — — 3 2 I
Other Commonwealth . . 9 8 7 7
South Africa 1 | 2 2 3
Japan .. .. .. 1 | l 2 2
Other countries . . .. . 2 3 4 5 7
Total all countries. . .. 14 20 27 26 30

Of which:

Commonwealth .. .. 10 15 19 17 17

E.E.C. .. .. .. 1 i 2 2 2
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During 1968 there was a marked shift in the end-use for imports, from
consumer goods to capital goods and basic materials for local industry.
Comparing the first half of 1968 with that for 1967, imports of consumer goods
declined in money terms and hence fell further in real terms; on the other hand
there was a noticeable increase in imports of capital equipment and materials,
for the transport and construction industries especially. These trends continued
into the third quarter of 1968, reflecting the decline in real personal consumption
and the rise in fixed investment. Business uncertainty and the impact of a lower
volume of sales to the F.M.B. affected imports of consumer goods by rural
traders in particular, while some other importers experienced tighter credit
conditions imposed by foreign suppliers.

BOTSWANA

Botswana, which gained its independence in September 1966, is part of the
South African Customs and monetary area and there are no tariff or financial
barriers between the two countries. The main occupation of the people is cattle
ranching, which at present employs over four-fifths of the labour force and
which directly or indirectly contributes around nine-tenths of the value of
exports. Botswana’s 1-2 million cattle and 650,000 goats make the country a
major meat producer and exporter, with considerable possibilities for develop-
ment. In addition, developments in a wide range of minerals seem to be opening
up new possibilities.

Exports from Botswana

R million
Total Cattle Meat products Hides and skins
1964 .. 8-4 5.4 1.3 0-5
1965 .. 10-2 6-6 1-6 0-7
1966 .. 12-0 7-7 1-2 0-9
1967 .. 9.2 4.3 1.7 1-7
1968 .. .. ..

All slaughter livestock for export are handled by the Botswana Meat Com-
mission, a statutory corporation which, with a capital of R3-5 million is the
largest single beef processing concern in Africa. Over 80 per cent of Botswana
cattle are owned by African farmers and are grazed on tribal land on a communal
basis. Exports, which had risen fairly slowly in 1965 and 1966, turned down in
1967 as shipments of live cattle and carcase meat diminished following marked
improvement in local grazing conditions brought about by the first heavy rainfall
in five years. A policy of conservation tended therefore to be adopted by the
farmers in order to replenish stocks run down in the previous years of drought,
and the number of cattle slaughtered fell by nearly half. From a total offtake of
162,000 in 1965, slaughterings fell to 100,000 in 1967. By the end of 1968 the
national herd had fully recovered from the effects of drought and cullings should
have returned to normal. Tt is the Government’s long term objective to build up
the size of the national herd to about 2 -5 million head, and to achieve an export
level of 200,000 carcases. Efforts are being made to upgrade breeding stock,
provide for segregation of herds, develop holding grounds for fattening cattle,
and to improve and expand grazing areas and water supply.

In 1967 the bulk of the carcase beef continued to be shipped to the United
Kingdom which also took much of the canned meat, while live cattle were
consigned to neighbouring countries. As from January 1968, however, the
Botswana Meat Commission announced that it would supply only carcases to
Zambia, though the number involved was to be double that originally arranged.
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During the course of 1968 Botswana announced a new National Development
Plan for the 1968-73 period, with the objective of making the country financially
viable within as short a time as possible. A major project in the Plan includes
the development of several copper and diamond mines, salt and soda ash
deposits, and associated industrial complexes centering on a large dam (to be
built) on the Shashi River, 30 miles south of Francistown. Roan Selection Trust
was already proposing to develop copper and copper/nickel mines in the area
around Francistown, which so far have proved to contain over 25 million tons of
copper/nickel ore with an average of 1-12 per cent nickel and 1-36 per cent
copper. An important by-product of the nickel refining process would be
sulphur, of which perhaps 200,000 tons a year could be produced.

Imports into Botswana

R million
Machinery and
Basic Mineral fuels transport Other
Total  Food Materials and lubricants equipment  manufactures

1964 .. .. 9-3 .. .. . .. ..
1965 .. .. 16-6 .. .. .. .. ..
1966 .. .. 18-8 6-7 0-3 1-9 2:2 60
1967 .. .. 200 56 0-5 2-4 2.2 67
1968 .. .. .. .. .. .. .. ..

The five years of drought which occurred before 1967 meant that imports of
foodstuffs were an important component of the total, but with an excellent
harvest in 1967 imports of maize from neighbouring countries declined. Imports
of textiles and clothing also fell, from R2-4 million in 1966 to R2-0 million in
1967. Over the same period, however, imports of fuels etc. went up from R1-9
to R2-4 million and those of iron and steel products expanded from R1-1 to
R2-0 million. In 1966 about 65 per cent of imports had been recorded as coming
from South Africa and around 25 per cent from Rhodesia.

Mainly because of the steep growth of imports since 1965, the country has had
a substantial deficit on its trade balance, part of which has been covered by the
remitted earnings of migrant Botswana workers in South Africa and part by the
receipt of budgetary support from Britain. The sudden jump in imports in 1965,
compared with preceding years, was partly due to improved methods of collec-
tion of import statistics.

LESOTHO

Lesotho, which became independent in October 1966, is, like Botswana, part
of the South African Customs and monetary area. Less than a sixth of this
predominantly mountainous country consists of arable land, although agricul-
ture and animal husbandry contribute the basic economic activity. The Govern-
ment is attempting to foster light industry, especially that allied to primary
production. The Lesotho National Development Corporation has established a
tyre retreading plant, carpet weaving, candle making and paint factories, while
negotiations for several other enterprises, including a tourist hotel, were at an
advanced stage towards the end of 1968.

The country appears to have considerable potential as a tourist centre and for
the generation of hydro-electricity, to which the proposed Oxbow Lake scheme
could make a substantial contribution. This R32 million project would supply
water to arid regions in Lesotho and South Africa, and could also be used to
supply electricity at a later date.

A mining law was passed by Parliament in 1968 and a Mines Department
established. An important agreement for diamond exploration was concluded
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with Rio Tinto Zinc and a similar agreement was under negotiation with
LONRHO. Negotiations were also afoot for leasing certain areas of the
country for oil exploration. Although extensive geological surveys are planned,
only diamonds are presently known to be commercially exploitable. 1In 1967
exports of diamonds for the first time exceeded R1 million, a substantial
increase over the R700,000 of 1966. The rise in value was helped by the discovery
of the world’s sixth largest diamond, which realised R216,000 at first sale. In
1968, however, total recorded exports of this mineral fell temporarily to
R376,000, following the removal of thousands of diggers from the Latseng le
Terai diggings with a view to the orderly and systematic development of the
resource.
Exports from Lesotho

R million
Wool and
. Total Mohair Cattle Diamonds
1964 .. .. .. .. .. .. 0.2
1965 .. .. .. 3-5 1-4 0-4 0-
1966 3.1 [-5 0.5 0.7
1967 4.2 1-3 t-2 1-0
1968 .. .. . 0-4

Lesotho has a heavily adverse trade balance. Exports amounted to only
R4,168,000 in 1967, while imports totalled no less than R23 -8 million. Reflecting
a seemingly inevitable upward trend experienced by all newly independent
countries, imports were rising in 1968 while rural exports showed no tendency to
growth.

Practically all exports go to South Africa in the first instance. Shipments to
other countries are negligible, although Britain is the major world market for
diamonds and mobhair, and a good deal of the produce of Lesotho may ultimately
find its way there. South Africa also provides the great bulk of imports, the
most important items being grains, clothing, blankets, cotton and woollen
fabrics, and motor vehicles. Of these the most changeable appears to be grain,
especially maize, imports of which rose strongly when the local harvest was
poor, as in 1966, but fell back in 1967 when there was a bumper crop.

Imports into Lesotho

R million
Machinery and
Basic Mineral fuels transport Other
Total  Food materials and lubricants equipment manufactures
1965 .. .. 17-3 5.1 0-1 0-7 1-6 8-3
1966 .. .. 22.9 6-4 0-5 1-0 2-0 1-0
2

1967 .. .. 238 4.6 0-6 1-6

-5 12-4
1968 .

The heavily adverse trade balance is reflected in the Budget. With estimated
recurrent expenditure for 1968-69 running at R11,040,000, estimated revenue
from domestic sources amounted to no more than R5,220,000—the balance
being covered from external sources, mainly a British grant-in-aid of R5,130,000.
In addition, substantial technical aid was received from a number of sources
including Canada, the Republic of South Africa, the United States, Israel and
United Nations organizations.

SWAZILAND

Swaziland, which attained independence in September 1968, is part of the
South African Customs and monetary area, so that goods cross the borders
between these countries, and also Lesotho and Botswana, free of duty and for
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the most part free of quantitative restrictions. The Swazi economy is dependent
in the main on agriculture, though the forestry and mining sectors are of con-
siderable importance. Most of the population are still engaged in subsistence
farming, but the change to cultivating cash crops continues, sugar being of
special importance—with a Commonwealth Sugar Agreement quota—along
with citrus fruits and rice. The mining of asbestos, an important natural
resource for many years, was supplemented by that of iron ore from 1964 when
the Swaziland Railway was opened to provide a link between the Ngwenya
mine, near the western border, and the existing Mozambique railhead at Goba.
In addition to carrying 2-7 million tons of iron ore per annum, the railway is
providing a valuable outlet for the export of sugar, wood pulp, canned fruit and
meat products.

Exports from Swaziland

R million
Forest Iron
Total Sugar products ore Asbestos

1964 .. 22.7 7-6 5-8 0-3 5.2
1965 .. 30-8 8.6 7-8 5:5 5-8
1966 .. 384 10-2 8.2 8.5 50
1967 .. 41-6 9.5 6-9 10-0 5-9
1968 .. .. 7-8 6-9 (est) 9-1

Some indication of Swaziland’s recent expansion is given by the growth of total
exports, which increased in total value from RI12 million in 1960 to R41:6
million in 1967, although provisional data show lower exports of sugar and iron
ore in 1968. Detailed official statistics for the destination of exports are incom-
plete, but the major market outlets are Britain (which takes most of the sugar
and asbestos), Japan (iron ore), and South Africa, which takes most of the
remaining items other than citrus and canned fruits, and wood pulp and other
forest products. Meat and meat products provisionally valued at R2-1 million
went mainly to Zambia and Britain in 1968. In 1967 Canada took sugar valued
at R1 million.

TABLE 49
EXPORTS FROM SWAZILAND
R million
1964 1965 1966 1967
United Kingdom 6-6 10-7 15-2 15-8
Japan .. .. 0-3 5-0 8-5 10-0
South Africa .. 8-1 5-1 6-7 6-3
Other countries 7-7 10-0 8-0 9-5
Total all countries .. .. .. 22-7 30-8 38-4 41-6
Imports into Swaziland
R million
Machinery
Total Food  Basic materials  Mineral fuels andtransport Other
and base metals and lubricants equipment manufactures
1964 .. 19-0 .. .. .. .. ..
1965 .. 26-5 3.5 1-9 1-9 8:6 9-3
1966 .. 257 3.9 1-7 2-2 6-8 9-3
1967 .. 35-5 4.2 3.8 3-8 8-8 13.0
1968 .. .. . . ..



The trade surplus was massively reduced in 1967 as a result of a two-fifths
increase in the import bill. Substantial increases were spread across the board,
reductions occurring only in railway and telegraph equipment, agricultural
machinery and insecticides. Practically all imports come from South Africa.

KENYA

The decline in exports of coffee, sisal and petroleum products was offset
by the growth of tea exports and a notable expansion in those of maize in 1968.
Tourism showed little growth over the first six months of the year but towards
the end of 1968, it was estimated to be earning at the annual rate of around
£K15 million and was only slightly behind coffee as the country’s principal
foreign exchange earner. Despite early fears, the devaluation of sterling did not
have as serious an effect on Kenya as was expected and early estimates suggested
an overall balance of payments surplus of £K7 million by the end of 1968.
Net foreign assets of the central bank rose by £K3 million in the first half of the
year. The budget for 1968-69 emphasized the need to encourage the purchase
of locally manufactured goods in preference to imported goods, and rates of
duty on a wide range of imports were increased in order to avoid loss of revenue
following price falls as a result of sterling devaluation. It was estimated that the
increases would raise approximately £K700,000, all of which would be required
for development expenditure. Total development expenditure allocated for the
financial year 1968-69 in the budget was £K25-7 million, as compared with
£K20 million in 1967-68.

The inauguration of the East African Community on December Ist 1967,
with the imposition of transfer taxes in place of the former quota restrictions,
was expected to slow down Kenya’s trade with Tanzania and Uganda initially.
It was estimated that about 25 per cent of Kenya’s total exports to Tanzania
would be affected and about 13 per cent of the manufactured goods exported to
Uganda. By August, Kenya had dispensed with the need for import licences on
a number of goods from Uganda and Tanzania including tobacco, fishing nets,
radios, tableware and smokers’ pipes.

Exports from Kenya a

Exports Domestic exports b Index numbers
(f.0.b.) £K million Petro-
£K million leum Unit
Total Coffee Tea Sisal products| Volume Value
1964 .. 77 72 15 6 6 5 100 100
1965 .. 78 74 14 6 7 101 99
1966 .. 87 84 19 9 3 8 125 99
1967 .. 79 74 16 7 2 7 122 99
Jan.—Oct.
1967 .. 70 65 14 6 2 6
1968 .. 72 68 12 9 1 5

a See Notes on Statistics.

b Domestic exports for individual commodities for Jan.-Oct. 1967 and 1968 exclude inter-
territorial trade.

Domestic exports rose slightly in the first ten months of 1968 compared with
the same period of 1967. Coffee exports fell because of the severe incidence of
coffee berry disease. Prices had been high at the Nairobi auctions partly due
to shortages of the commodity, and exports to quota markets for the 1967-68
coffee season fell short by 9,000 tons. The overall average price for the season
was £K28 per ton higher than in the previous season. However, the volume
of coffee exports during the first 9 months of the year, at 504,000 bags, was
nearly 200,000 bags down on the 1967 figure for the corresponding period.
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Shipments to West Germany, Kenya’s largest market for this commodity,
declined by nearly 4 per cent to 177,000 bags while those to the United Kingdom
and Canada fell by 40 per cent to 47,000 bags, and by 76 per cent to 15,000 bags
respectively. Declines were also registered in sales to other E.E.C. countries,
to EFTA and to countries of the Middle East. As exceptions to the general
movement, shipments to the United States more than doubled to 89,000 bags,
and those to Yugoslavia rose from nil to 20,000 bags.

The sisal market, which fell further in 1967, was weakened yet again by
sterling devaluation and the competitive advantage given to the United Kingdom
as a producer of synthetic fibres. Sisal is suffering from stiff competition from
synthetics and this, together with devaluation and over-production, accounted
for the low prices prevailing in the first half of 1968. However, in the second half
of 1968 there was a significant improvement in prices. Kenya’s annual quota
under F.A.O. arrangements was fixed at 56,000 tons in September 1968.

TABLE 50
EXPORTS FROM KENYA
£K million
1964 1965 1966 1967 19684

United Kingdom .. .. 11 11 13 14 16
Uganda .. .. .. .. 13 15 16 15 14
Tanzania. . .. .. .. 14 15 14 12 13
India .. .. 2 2 2 2 2
Other Commonwealth . . 7 7 8 8 8
United States 5 3 5 4 5
West Germany 7 7 9 5 6
Ttaly .. .. 1 1 2 1 1
Netherlands 2 2 3 2 3
Japan .. .. .. . 2 2 2 1 2
Other countries .. .. 13 13 13 15 17
Total all countries .. 77 78 87 79 86

Of which:
Commonwealth .. .. 47 50 53 51 53
E.E.C. .. .. . 12 12 14 10 12
EFTA (Continental). . .. 2 2 2 3 2
Eastern Europe .. .. | 1 2 1 1

a Annual rates based on latest data.

The rise in the annual average price for East African tea in London during
1968 did not completely offset the effects of devaluation, but despite this tea
exports, valued in £K, grew by about a half in the first three-quarters of the
year compared with the same period of 1967, when production had been affected
by localised droughts and hail storms.

Net Imports into Kenya a

Value Index numbers
(c.i.f) Unit
£K million Volume  Value
1964 .. 88 100 100
1965 .. 101 114 102
1966 .. 123 143 102
1967 .. 119 136 102
1968 (est) 128 .. ..

a See Notes on Statistics.

105



Net Imports into Kenya a

£K million
Basic Mineral Machinery
materials fuels and
and base and transport Other
Food metals lubricants equipment manufactures

1964 . 10 9 10 23 30
1965 .. 13 12 11 23 36
1966 .. 14 12 12 36 42
1967 .. 8 12 18 42 41
Jan.—Oct. b
1967 5 10 37 21
1968 .. 5 10 32 25

a See Notes on Statistics.

b Principal commodities only. Excluding inter-territorial trade.

TABLE 51
NET IMPORTS INTO KENYA a
£K million
1964 1965 1966 1967 19686
United Kingdom 23 25 38 35 37
Uganda .. .. 7 7 7 10 9
Tanzania. . 4 5 4 3 4
India .. .. 2 2 4 3 3
Hong Kong .. .. 1 1 2 1 2
Other Commonwealth . . 5 4 4 6 6
United States 5 9 11 8 8
France .. 2 2 4 4 4
West Germany 7 6 8 11 9
Italy .. . 2 2 4 4 5
Netherlands 2 2 3 3 4
Japan 7 9 3 6 8
Iran .. 2 4 8 9 9
Other countries 19 23 23 16 21
Total all countries 88 101 123 119 128

Of which:

Commonwealth 42 44 59 58 60

E.E.C. .. .. 14 15 21 23 24

EFTA (Continental)" - 3 3 4 4 4

Eastern Europe 2 1 3 2 2

a See Notes on Statistics.

b Annual rates based on latest data.

The past five years have seen a progressive deterioration in the trade balance,
partly due to adverse terms of trade, partly because of the curtailment of growth
opportunities as the manufacturing centre for the East African Community as
a whole, and partly due to the rapid expansion of imports of manufactures from
Britain, the United States and the E.E.C. and of crude oil from Iran.

1964
1965
1966
1967

1968 (est)

Kenya
Balance of Terms of
merchandise trade trade

£K million
—11 100
-22 97
—36 97
—40 91
—42 ..

106



UGANDA

The wet weather conditions during the early part of the year benefited both
the coffee and tea crops and export volumes of these commodities expanded
strongly, while higher prices offset seriously reduced cotton yields, so that despite
a slight rise in the estimated value of retained imports for 1968 the balance of
merchandise trade continued to move in a favourable direction. Gross domestic
product was expected to increase by 3 per cent, a slight improvement on 1967,
with a high rate of investment in manufacturing offsetting any decline in agri-
culture—which still accounts for about 60 per cent of G.D.P. A 3 per cent
increase, however, would have been less than half the annual average growth
rate of 6-3 per cent in G.D.P. aimed at in the Second Five Year Plan.

The devaluation of sterling resulted in an immediate “loss” of £U1 million in
the foreign exchange reserves of the Central Bank, but there was a general
improvement in the external reserves of both the central and commercial banks
compared with the rather tight position ruling in late 1966 and early 1967. Total
external reserves rose from about £U2 -5 million in March 1967 to £U16 million
by the end of May 1968 and the reduction incurred by sterling devaluation would
appear to have been absorbed by the seasonal inflow of proceeds from agri-
cultural exports since January 1968. External reserves also benefited from lower
drawings on London offices by commercial banks since March 1967.

As a result of credit restrictions imposed in 1967, and increased local produc-
tion, imports from overseas fell by 5 per cent—enabling import restrictions to be
eased somewhat by the middle of 1968. The Ministry of Finance then announced
that as a result of the improved position the 20 per cent cash deposit required
for letters of credit, as provided for in the last budget, had been lifted, and the
proposal to require all imports to be financed by letter of credit was not in fact
to be introduced. Earlier in the year an Import Licensing Board had been
established to lay down specific policy on import licensing. The stated aims of
the Board were to protect “infant” industries, to attract foreign investors by
assuring them of a protected home market, and to limit expenditure of foreign
exchange and thereby maintain a healthy balance of payments.

Exports from Uganda a

Exports Domestic exports b Index numbers
(fo0.b) £U million
£U million Unit
Total Coffee  Tea  Cotton  Copper Volume Value

1964 .. 76 74 35 2 16 6 100 100
1965 .. 74 72 30 2 17 8 108 90
1966 .. 77 76 35 3 15 6 116 89
1967 .. 78 77 35 3 15 5 12 90
Jan.—Oct.
1967 .. 65 64 28 3 14 4
1968 .. 68 68 32 3 14 5

a See Notes on Statistics.

b Domestic exports for individual commodities for Jan.-Oct. 1967 and 1968 exclude inter-
territorial trade.

Domestic exports increased by some 7 per cent during the first ten months of
the year compared with the corresponding period of 1967. The value of coffee
exports increased by about £U4 million in this period. At 1,947,000, the number
of bags exported in the first 9 months of the year exceeded the total for the same
period of 1967 by 241,000, to account for some two-thirds of the East African
total. The United States and the United Kingdom were the two largest markets
for Uganda coffee; by the end of the third quarter of the year 940,000 bags had
been shipped to the former compared with 649,000 in 1967, while 525,000 had
gone to the latter, a decline of 53,000 compared with 1967. There were significant
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increases in shipments to Canada, West Germany, the Netherlands, Sweden,
Thailand and Sudan, but there were decreases in shipments to Australia and
some Middle Eastern countries.

During the year Uganda’s initial quota under the new International Coffee
Agreement was twice increased under the automatic system which releases more
coffee on the world market when prices rise above a certain level. With an
initial quota more than 17,000 tons over the 114,160 tons for 1966-67, this
enabled some reduction in stocks to be made, with greater exports to non-quota
markets. However, at the beginning of the 1968-69 season it was reported that
prices for the majority of grades in Uganda were down on 1967.

TABLE 52

EXPORTS FROM UGANDA
£U million

1964 1965 1966 1967 1968a
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United Kingdom

Kenya .. ..
Tanzania. .

India .. ..
Other Commonwealth . .
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Of which:
Commonwealth .. .. 2
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Eastern Europe
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a Annual rates based on latest data.

The wet conditions prevailing at the beginning of the year resulted in a
dramatic increase in tea production, but sterling prices weakened after the
sterling devaluation on account of the large volume of tea from all sources
reaching the United Kingdom. Copper exports expanded strongly. The
increased value of copper exports under the agreement with Japan, signed early
in 1968, whereby that country was to take Uganda’s entire copper output for
the next five years, accounted for the rise in total exports to that market. In
contrast to the three commodities so far mentioned cotton production and
exports were adversely affected by wet weather. Prices improved during the
year, compared with 1967, but output was severely affected. The government
continued to encourage the planting of the new SATU and BPA types of
cotton. These types give higher yields, have longer staples and stronger fibres,
and are more resistant to disease, while BPA has the additional advantage of
being suitable for the wet areas in south Uganda. It is intended to go over to
these new strains completely by 1971.

The Uganda Ministry of Commerce and Industry suspended exports of edible
oil from Uganda from the beginning of November 1968. This measure was taken
in view of a temporary shortage of cottonseed in the country and to ensure that
a sufficient supply of edible o1l was available in the country.
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Net imports into Uganda a

Value Index numbers
(c.i.f)
£U million Volume Unit Value

1964 .. .. 46 100 100
1965 .. .. 58 122 102
1966 .. .. 59 129 10!
1967 .. . 57 119 105
1968 . .. 58 (est.) .. ..

« See Notes on Statistics.

The textile industry in Uganda has been facing increasing foreign competition,
and particularly from within East Africa in the case of lower grades of picce
goods. In order to protect the market to some extent for locally-produced
textiles Uganda imposed a ban on all imports of cotton textiles from outside
East Africa in January 1969.

Net imports into Uganda a

£U million
Buasic Machinery
materials Mineral and Textiles
and base Sfuels and transport and Other
Food metals lubricants equipment clothing manufactures

1964 .. 5 2 3 12 9 12
1965 .. 6 3 3 i5 10 15
1966 . . 6 4 3 16 8 18
1967 .. 6 4 3 17 5 19
Jan.—-Oct.b
1967 .. .. 2 .. 15 3 6
1968 .. .. 2 .. 13 4 8

a See Notes on Statistics.
b Principal commodities only. Excluding inter-territorial trade.

TABLE 53
NET IMPORTS INTO UGANDA «
£U million
1964 1965 1966 1967 1968b

United Kingdom .. .. 11 16 15 14 15
Kenya .. .. .. .. 13 15 16 15 14
Other Commonwealth . . .. 4 6 6 4 5
West Germany .. .. .. 4 4 5 5 5
Japan .. .. .. .. 5 4 2 3 4
Other countries . . .. .. 9 13 15 16 14
Total all countries. . .. 46 58 59 57 58

Of which:
Commonwealth 28 37 37 33 34
E.E.C. .. .. 7 9 11 i1 11
EFTA (Continental). . I 2 2 2 2
Eastern Europe . — 1 1 2 1

a See Notes on Statistics.
b Annual rates based on latest data.
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Uganda

Balance of merchandise trade Terms of trade
£U million
1964 .. .. +-29 100
1965 .. .. +16 88
1966 . . .. +18 88
1967 .. .. +21 86
1968 .. .. 4-24 (est.) ..
TANZANIA

At the time of sterling devaluation, which was not followed by corresponding
change of the par rates for currencies which replaced the East African shilling,
the outlook for the overall balance of payments of Tanzania was officially
regarded as promising. This was so despite expectation of a substantial rise in
the value of imports in 1968, with exports probably no higher than in the pre-
vious year. During the first half of 1968 changes in foreign asset holdings of
monetary institutions did, indeed, indicate an overall balance of payments
surplus. By the end of May 1968, foreign exchange holdings of the Bank of
Tanzania and the commercial banks increased to a seasonal peak of over £T33
million. The rise, however, reflected inflows of export proceeds resulting from
1967 crops, some of which were harvested rather late. In June these holdings fell
slightly by some £T1 million (still £TS million up on the comparable 1967 figure),
as imports began to increase at the same time as exports were falling off.

During the first seven months of 1968 the value of total imports expanded
more than export clearances, and the balance of merchandise trade moved into
substantial deficit. The poor condition of the sisal industry, the major weak
spot in the trade and economic field, had been accentuated by the devaluation of
sterling, and late in 1968 the Minister of Agriculture announced his Govern-
ment’s intention to “‘sell direct to the consumer market” instead of “‘through
agents overseas”. Earlier the Ministry of Commerce and Industries had made
public its intention to establish an Export Promotion Bureau, for which
Tanzania had obtained secondment of three officials from the Swedish Inter-
national Development Authority and GATT.

One of the more important elements in the trade and payments situation of
Tanzania arises out of the urgent efforts being made in Zambia and East Africa
to divert trade from Rhodesia. In October 1968 the Zambian Minister of
Finance signed a £4 million loan contract with the World Bank for the last stage
of the Great North Road linking the vast Northern Province with Tunduma on
the Tanzania border. Tanzania received U.S. aid for the construction of the
road within its borders. Alongside the Great North Road runs the newly-
completed Tazama fuel pipeline which, at the cost of £16 million, ended petrol
rationing in Zambia in 1968. The pipeline has terminals at Ndola (close to the
Copperbelt) and Dar-es-Salaam. Transport links between these terminals also
included a shuttle service by Hercules freight aircraft. But Zambian trade
dependence on the Victoria Falls Bridge route may not end completely until
about 1975, when the railway to Dar-es-Salaam is due to be completed. This
link is being undertaken by the People’s Republic of China—at a reported cost
of more than £100 million, the biggest Chinese aid project anywhere in the world.
During 1968 some 300 Chinese technicians were reportedly making a detailed
survey of the rail route, which is expected to run close to the pipeline.

Domestic exports increased by about 3 per cent during the first ten months of
the year compared with the same period of 1967. During this period coffee
exports expanded in value and production continued to increase, the 1967-68
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Exports from Tanzania a

Exports Domestic Exports b Index numbers
(f0.b) £T million
£T million Petroleum Unit
Total Coffee Cotton Sisal Diamonds products | Volume Value
1964 75 74 11 10 22 7 — 100 100
1965 69 67 9 12 14 7 — 102 88
1966 88 83 15 18 12 9 — 129 88
1967 83 81 12 13 10 11 7 129 87
Jan.-Oct.
1967 66 65 9 10 8 10 6
1968 69 67 11 11 6 6 7

a Tanganyika only: Zanzibar included from January 1968.
b See Notes on Statistics.

crop of 740,000 bags comparing with 718,000 in the previous year while a total
of 900,000 bags was forecast for 1968-69. Volume data for the first three
quarters of 1968 showed an increase of 24,000 to 561,000 bags exported, com-
pared with the same period of 1967. There was a sharp rise in shipments to the
United States, from 55,000 to 129,000 bags. Sales to the United Kingdom in-
creased by some 80 per cent to 47,000 bags, but those to Canada fell by 56 per
cent to 18,000 bags. Small falls also occurred in shipments to E.E.C. countries
with the exception of the Netherlands.

Cotton exports also rose during the first ten months of the year, but later
estimates as to the size of the 1968-69 crop indicated that the rate of expansion
would be unlikely to be maintained for the entire year. The revised production
estimate for 1968-69 was only 53,000 tons compared with 69,000 tons in 1967-
68, due to considerable damage from heavy rains during the growing season
accompanied by excessive weedgrowth and insect build-up. Cotton production
and exports would thus be back approximately to the depressed level of the
1964-65 season.

From January through November 1968 production of sisal fell 22,000 tons
below the 200,000 tons of the same period of 1967. The export quota under
F.A.O. arrangements was set at 200,000 tons for 1969—the same as in 1968—
although the Consultative Sub-Committee on Hard Fibres, meeting in Rome
towards the end of 1968, had estimated world import requirements of sisal for
the following year at one per cent down on the 642,000 metric tons for 1968.
Later the East African Conference Lines announced that, with effect from
1 February 1969, all freight rates from East African to European ports would go
up by 10 per cent, and the Suez Canal deviation charge would continue. This
was an added handicap in the task of competing with Brazilian supplies.

The value of exports of diamonds from Tanzania was very substantially
reduced in the first ten months of 1968, partly due to adverse weather conditions
affecting mining operations. However, the high rate of expansion achieved in the
previous year was partly the result of a heavy carryover of stocks from 1966.
Exports of petroleum products, which commenced in 1967 from a new refinery
at Dar-es-Salaam, showed evidence of further expansion in 1968.

During the ten-month period to October 1968 exports to both Uganda and
Kenya were up on the 1967 figures. It was expected that Tanzanian exports of
aluminium products, vegetable oils and oil products, tyres and tubes and
selected textile clothing products would be likely to benefit from increased ease
of access to Uganda and Kenya under the terms of the East African Community
Treaty. The substantial growth of trade with Zambia largely reflects the
development of the Rhodesian situation, while the decline of Tanzanian exports
to Britain in 1968 was largely a consequence of the depressed world market
conditions for sisal.
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TABLE 54
EXPORTS FROM TANZANIA «

£T million
1964 1965 1966 1967 15686
United ngdom 20 18 22 24 20
India 4 5 6 5 4
Hong Kong 4 5 7 6 6
Kenya 4 5 4 3 4
Australia. . 2 1 1 1 1
Other Commonwealth . 7 6 10 l1c 14c
United States 6 4 6 4 5
Belgium .. 3 2 2 2 2
West Germany 6 5 6 4 4
Netherlands 4 3 3 3 3
Japan . 3 2 5 3 5
Other countries 12 13 16 17 17
Total all countries. . 75 69 88 83 83
Of which:
Commonwealth 41 40 50 50 48
E.EC. .. .. 15 12 13 12 10
EFTA (Continental). . 2 2 2 2 2
Eastern Europe 1 1 2 2 1
a Tanganyika only for years 1964-1967.
b Annual rates based on latest data.
¢ Of which Zambia 6 in 1967, 10 in 1968.
Net Imports into Tanzania a
Value Index numbers b
(c.i.f)
£T million Volume Unit value
1964 60 100 100
1965 67 111 103
1966 80 140 104
1967 79 134 110
1968 93 (est.)

a See Notes on Statlstlcs Tanganyika only: Zanzibar 1ncluded from January 1968.
b Tanganyika only.

Net Imports into Tanzania a

Food

1964 .. 5
1965 .. 6
1966 .. 8
1967 .. 7
Jan.-Oct. b
1967 ..

1968

£T million

Basic materials

and base metals

5
5
5
7
4

3

Mineral fuels
and lubricants

[~ ~ b b

Machinery
and transport
equipment

Other
manufactures
28
32
37
31

13
19

a Tanganyika only: Zanzibar included from January 1968. See Notes on Statistics.

b Principal commodities only. Excluding inter-territorial trade.
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Net imports increased substantially in the January-October period of 1968,
compared with the same months of 1967. Higher values were recorded for all
categories except basic materials and base metals. A sharp rise in imports had
been expected because of the need to replenish the low stocks of consumer
goods, while imports of iron and steel, machinery and transport equipment were
expected to expand in line with industrial and infrastructural developments.

TABLE 55
NET IMPORTS INTO TANZANIA «
£T million
1964 1965 1966 1967 1968b

United Kingdom .. .. 15 16 19 19 22
Kenya .. .. .. .. 13 14 13 11 13
Uganda .. 2 3 3 2 2
India .. .. .. 2 3 3 2 3
Other Commonwealth . . 3 3 6 6 5
United States 3 3 4 5 4
West Germany 3 4 5 4 5
Netherlands 2 2 3 3 4
Japan 7 5 4 3 6
Iran .. 1 1 2 4 5
Other countries 9 13 18 20 27
Total all countries. . 60 67 80 79 93

Of which:
Commonwealth 35 39 44 40 45
E.E.C. .. .. 8 12 14 17 19
EFTA (Continental). . 2 2 2 2 2
Eastern Furope 1 1 1 2 2

a Tanganyika only for years 1964-1967. See Notes on Statistics.
b Annual rates based on latest data.

Classified by origin, import values were appreciably higher from all major
groups in the first ten months of 1968. Among individual countries there were
noteworthy increases from India, Hong Kong and Japan. The only significant
reductions to be recorded in this period, compared with the same period of the
previous year, were in respect of merchandise imports from Italy, Canada and
the United States, each of which has been active with financial aid, technical
assistance and/or civil engineering contracts in connection with Tanzania-
Zambia transport links. The rapid growth of imports from Iran is accounted for
by the coming on stream of the Dar-es-Salaam oil refinery in 1966 and the
development of exports of petroleum products in 1967 and 1968.

Tanzania a
Balance of merchandise trade Terms of trade
£T million
1964 .. .. + 15 100
1965 .. .. + 2 85
1966 .. .. + 8 85
1967 .. .. + 4 79
1968 - 10 ..

a Tanganyika only: Zanzibar included from January 1968.

The sharp growth of imports since 1964, by about one half, combined with
only a modest growth in the value of exports (in the face of a serious deteriora-
tion in the terms of trade) has resulted in a marked swing from surplus into
deficit of the balance of merchandise trade.
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MAURITIUS

With the products of the sugar cane accounting for about 95 per cent of
exports, utilizing over 90 per cent of the arable land in the island, and giving
employment to over a fifth of the entire labour force, the economic fortunes of
Mauritius have tended to exhibit the usual precarious features of a monoculture
system—tempered by the Commonwealth connexion. Rapid expansion of the
work force, coupled with a decline in gross domestic product, created wide-
spread unemployment, estimated at 15 per cent of the active population in
early 1968. Not surprisingly, therefore, the current development programme
lays great emphasis on developing sources of employment and official revenue
other than sugar.

One such avenue for diversification is tourism, which is advancing rapidly-
Statistics for 1967 showed an increase of 16 per cent over 1966 in the number of
visitors to the island: tourism now contributes something in the region of
Rs13 million a year and is, therefore, second only to sugar as a foreign exchange
earner. Tea is also being encouraged and it is planned to quadruple the 1967-68
acreage by 1970. Several new tea factories have been established and exports to
the United Kingdom and South Africa are increasing each year. The establish-
ment of viable secondary industries continues to receive every possible en-
couragement from the Government by way of development certificates providing
tariff protection and tax moratorium for five to eight years, and it is estimated
that 20 per cent of the Government’s capital spending in the period 1966-70 will
be on loans to the Industrial Development Bank to finance new enterprises.
The programme to erect a vegetable oil refinery was progressing well in early
1968 and a project to produce compound fertiliser from imported raw materials
was in the course of implementation. It was hoped that production under this
latter project would commence in 1969, with local consumption of about 60,000
tons and exports of some 40,000 tons. British aid for development in 1968-69
was fixed at Rs33 -5 million, with technical aid for the same period to amount to
Rs3 million.

Exports from Mauritius

Rs million

Total Sugar a Molasses Tea
1964 .. .. .. 366-5 337-4 8- 4-4
1965 .. .. .. 313-2 283-4 5.0 5:9
1966 .. .. .. 337-0 306-5 11-5 6-5
1967 .. .. .. 304-6 279-4 85 8-4
Jan.-June
1967 .. .. .. 43-9 27-8 5-3 6-0
1968 .. .. .. 88-4 7.2 4.3 6-8

a Including quota certificates

Sugar production declined from 628,270 tons in 1967 to 587,155 tons in 1968,
the lower cane yield being partly offset by higher sucrose content. More sugar
was exported during 1968, however, partly out of the previous year’s crop,
especially in the first half of the year. The volume exported was 568,901 tons,
compared with 523,039 tons in 1967. A preliminary value figure for 1968 was set
at Rs293 million, an increase of 5 per cent over 1967, but a fall of 10 per cent in
terms of U.S. dollars. In 1968 exports to the United Kingdom fell 12 per cent in
volume to 414,301 tons, accounting for only 73 per cent of the total compared
with 90 per cent in the previous year. Export volume to the United States
showed a small decrease, but that to Canada, a preferential dollar market, shot
up from 36,150 tons in 1967 to 139,200 tons in 1968, at which level it represented
a quarter of total sugar exports compared with under a tenth in 1967. At the
International Sugar Conference, October 1968, Mauritius obtained an annual
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quota of 566,000 tons for five years beginning 1969. A total of 400,400 tons will
be sold to the United Kingdom and the United States under bilateral agree-
ments, leaving a balance of 165,000 tons to be sold on the free market. The
agreement fixes the free market price fluctuation between 5-25 U.S. cents and
3-25 U.S. cents per pound. Early in December 1968 the Commonwealth Sugar
Agreement was renewed leaving the basic price at £43 10s a ton with certain
additional variable payments to less developed Commonwealth countries.

TABLE 56
EXPORTS FROM MAURITIUS
Rs million
1964 1965 1966 1967 1968 a

United Kingdom .. .. 272 239 268 267 221
Canada .. .. .. .. 57 28 31 9 50
Other Commonwealth . . .. 6 9 4 2 4
United States .. .. .. 5 14 16 16 16
Other countries .. .. 26 23 18 11 18
Total all countries . 366 313 337 305 310

Of which:
Commonwealth .. .. 335 276 303 278 275
E.E.C. .. .. .. 14 1 1 4 3

a Annual rates based on latest data.

Tea production increased from 4-8 million Ib in 1967 to 5-0 million lb in
1968, the amount exported increasing from 3-S5 million 1b to 3-8 million lb.
Provisional figures put the value of 1968 tea exports at Rs9 -3 million compared
with Rs8 -4 million in the previous year. Following devaluation, the rupee value
of exports to South Africa expanded by over 12 per cent in the first six months of
1968 compared with the corresponding period of 1967. In contrast to tea and
sugar, exports of molasses showed a decline in the first six months of the year,
one of nearly 20 per cent compared with the similar period of 1967. Exports of
molasses to the United Kingdom fell from Rsl-7 million to Rs0-8 million on
this basis of comparison.

Imports into Mauritius

Rs million
Machinery and
Basic materials Mineral fuels transport Other
Total Food and base metals and lubricants  equipment  manufactures

1964 .. 388-9 105-9 35-9 17-0 70-3 152-2
1965 .. 367-3 108-0 35.5 17-7 56-3 142-7
1966 .. 333.2 109-6 35.7 15-4 36-9 130-6
1967 .. 371-1 118-5 40-5 25.4 43.7 138-0
Jan—June
1967 .. 176:2  59-1 19-8 9-8 22-8 62-5
1968 .. 206-8 67-9 19-6 16-4 31-2 69-0

Total imports rose by over 17 per cent in the first six months of 1968 compared
with those in the first six months of 1967. Much of the rise was due to the needs
of the development programme. Machinery and transport equipment increased
by over 36 per cent while mineral fuels and lubricants expanded by 66 per cent,
increases in the last mentioned group coming in imports from the United
Kingdom, Kenya and South Africa. Imports of “other manufactures”™ increased
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by over 10 per cent, including rises in fertilisers and cotton fabrics from the
United Kingdom and in cotton fabrics from Pakistan. Lower values were
recorded for imports of cotton textiles from Japan, India and Hong Kong, and
higher values for synthetic fabrics from Pakistan, India and Japan. In the food
section imports of fish rose, with increased supplies from South Africa, Japan
and Morocco, underlining the logic of the encouragement to the local fishing
industry now being given under the development programme. Imports of
potatoes also increased, with the bulk of the rise again coming in purchases
from South Africa.

TABLE 57
IMPORTS INTO MAURITIUS
Rs million
1964 1965 1966 1967 1968 a

United ngdom .. .. 115 98 79 78 117
Australia. . .. .. 31 24 24 28 26
Kenya .. .. .. .. 10 12 10 12 22
Hong Kong .. .. .. 13 10 9 10 9
India .. .. .. 16 11 10 9 13
Other Commonwealth .. .. 11 16 16 18 21
France .. . .. .. 17 21 20 20 26
West Germany .. .. 14 15 20 26 25
Italy .. .. .. .. 10 7 11 7 6
South Africa .. .. .. 32 35 27 31 32
Burma .. .. .. .. 26 23 23 27 26
Japan .. .. .. .. 16 14 14 17 13
Thaitand .. .. .. 14 17 14 16 22
Iran .. . .. .. 11 11 11 18 16
Other countrles .. .. 53 53 45 54 60
Total all countries .. 389 367 333 371 434

Of which:
Commonwealth .. .. 196 171 148 155 208
E.E.C. .. .. .. 55 48 61 66 69
EFTA (Continental). . .. 10 it 8 10 24

a Annual rates based on latest data.

CYPRUS

A growth rate of 10 per cent in gross national product was recorded for 1967,
the first year of the second five-year plan; this was well above the targeted annual
average of 6-8 per cent. The agricultural sector made by far the largest contri-
bution to this increase and, with continued expansion of agricultural output
experienced in the first half of 1968, it seemed likely that the planned rate of
growth would be achieved for the year as a whole. Production increases were
recorded in many key commodities; the record 1967-68 citrus crop was satis-
factorily disposed of and production recorded an all-time high in 1968, but
cereal production was adversely affected by early drought, so that wheat and
barley production were much lower than in 1967. In mining, activity remained
more or less stable but exports of minerals went up substantially, to £9 -2 million
in the first nine months of 1968 (compared with £6-1 million), while in manu-
facturing a steady expansion in output was recorded over the period.
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In March 1968 the Government raised the import duty on several items in an
effort to protect local industry, and at the same time reduced the tariffs on a
number of rtaw materials to make local products more competitive. In the same
month, a five-year Trade Agreement was signed with the Soviet Union, providing
for increased shipments from Cyprus of brandy alcohol, tobacco, citrus products,
almonds, footwear and clothing in exchange for fuel oil, machinery, maize,
sugar, timber and textiles from the Soviet Union. Trade between the two
countries was set to rise to over £12 million each way from the current level of
under £2 million. A trade and payments agreement with Czechoslovakia was
renewed in June, covering agricultural and mineral exports from Cyprus and
manufactured goods and sugar from Czechoslovakia.

Cyprus
£ million
Exports Balance of
(f.0.b.) Imports merchandise
Domestic Re-exports Total (c.i.].) trade
1964 .. 17-9 1-9 19-8 36-9 -17-2
1965 .. 23-1 1-8 249 50-0 —25:2
1966 .. 27-1 1-7 28-8 53-9 —25-2
1967 .. 27-0 2-2 292 58-1 —28.9
Jan.~June
1967 .. 17-1 0-8 17-9 28-6 -~10-8
1968 .. 20-3 1-1 21-5 34.0 —12-6
Index numbers
Exports Imports Terms of trade
Volume Price Volume Price
1964 .. .. 100 100 100 100 100
1965 .. .. 118 109 130 105 103
1966 .. .. 122 124 146 101 123
1967 .. .. 139 110 156 102 108

During the first six months of 1968, exports in terms of local currency
achieved the same high rate of growth as imports, which went up by about a
fifth, but the curiency had been devalued in line with sterling in November 1967
so that the dollar value of trade advanced less than the world average. The deficit
on merchandise trade increased slightly over this period, but owing to the fact
that seasonally high agricultural exports and low imports are normally recorded
in the first half of each year, this deficit was expected to increase rather more
substantially in the second half of the year. As in previous years, however, the
deficit was expected to be more than offset by receipts from invisibles, mainly
foreign military expenditure (by far the largest contributor), tourism and private
remittances. Tourist earnings in 1968 were expected to reach a record level in
excess of £5 million.

Exports from Cyprus

£ million
Copper concentrates
Fruit and Iron cupreous pyrites

Beverages vegetables pyrites and cement copper
1964 .. .. 1 7- 1:5 4.
1965 1-6 8-5 1.8 6-6
1966 2-2 9:8 2-1 9-1
1967 2-4 12-8 2-5 5-3
Jan.-June
1967 1.2 9.5 1-2 3.2
1968 1-6 10-7 1-7 4.6

The substantial rise in exports during the first half of the year was largely
attributable to increases in basic minerals and foodstuffs. The rise in sales of
cupreous concentrates, copper cement and iron pyrites largely reflected favourable
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prices received for these minerals, which are exported mainly to West Germany,
Spain and Italy. The increase in exports of foodstuffs reflected larger shipments
of citrus products, raisins and grapes, but this increase was offset to some extent
by smaller shipments of potatoes to countries other than the United Kingdom.
Wine exports, which are shipped mainly to Britain and the Soviet Union, also
rose appreciably over this period.

TABLE 58
EXPORTS FROM CYPRUS
£ million
1964 1965 1966 1967 1968a

United Kingdom 8:2 7-7 9.4 11-8 14-5
Other Commonwea]th 0-6 0-6 0-4 0-3 0-3
West Germany . . 2-6 4.7 5-8 2:9 6-6
Netherlands 0-7 1-5 1-5 1-4 2:0
Spain .. 1-2 2-0 2-6 1-4 1.7
Soviet Union 0-2 1-1 1-7 1.7 2:2
Other countries . . 6-3 7-3 7-4 9-7 7-5
Total all countries. . .. 19-8 24.9 28-8 29-2 34-8

Of which:
Commonwealth 8-8 8-3 9-8 12-1 14-8
E.E.C. 5.7 8-0 9.2 7-0 10-9
EFTA (Contmental) 0-6 0-7 0-6 0-8 0-7
Eastern Europe 1-0 2-6 3.1 3-5 3-8

a Annual rates based on latest data.

Exports to the United Kingdom, the principal trading partner, continued to
rise appreciably during the first half of the year, with higher sales of potatoes,
wine and minerals, but shipments to other Commonwealth markets declined
notably. A significant improvement was recorded in trade with West Germany
due to increased deliveries of copper concentrates, cement copper and other
pyrites. This recovery, together with increased shipments to the Netherlands
and France, accounted for the rise in trade with the E.E.C. Trade with the
Soviet Union and Spain, other important markets, remained buoyant.

Imports into Cyprus

£ million
Machinery and
Basic materials Mineral fuels transport Other
Food and base metals  and lubricants equipment manufactures

1964 7:5 3.5 3.4 6-9 15.5
1965 7-7 4.7 3.6 12-6 21-3
1966 8-0 5-1 3-8 12:9 22-8
1967 8-6 5-5 4.4 13.7 24-9
Jan.~June
1967 4.6 2-5 1-9 6-9 11-7
1968 4-7 29 3-1 8-3 13-7

Most of the increase in imports was attributable to higher imports of manu-
factured goods, notably machinery and transport equipment, accompanied by a
significant rise in fuels and lubricants. (Owing to a change in nomenclature, in
1968, it is difficult to attribute many of the increases in other manufactured
goods.) The increase in food imports, while only slight, resulted largely from
the higher value of seed potatoes (this vegetable being the country’s chief

118



agricultural export). As would be expected from the composition of imports
and the devaluation of sterling and the £C, the United Kingdom increased its
share of the market: main items were machinery and transport equipment, and
textile yarns and fibres. Italy’s share also increased noticeably with an expansion
in fuels, machinery and woollen textiles.

TABLE 59
IMPORTS INTO CYPRUS
£ million
1964 1965 1966 1967 1968a
United Kingdom .. .. 10-9 16:2 16-6 17-9 22-8
Other Commonwealth .. .. 2-7 3-0 3-2 2-3 2-8
United States 2:2 1-5 2-5 3-0 3-6
France .. 1-7 31 2.6 2-8 3-0
West Germany .. 2.7 3-9 4-8 5-1 5-4
Italy .. .. 3-3 5-0 5-1 5-7 7-4
Belgium-Luxembourg .. 0-9 1:2 1-4 1-5 1-8
Netherlands 1-4 1-7 1-7 1-9 1-9
Greece 1-1 1-6 2-0 2-3 25
Japan 0-9 1-6 1-9 2-1 2-2
Soviet Union 0-5 1-6 1-5 1-3 1-4
Other countries . . 8-6 2.6 10-6 12:2 13-5
Total all countries. . 36-9 50-0 53-9 58-1 68-3
Of which:
Commonwealth .. .. 13-6 19-2 19-8 20-2 25-6
E.E.C. .. .. .. 10-0 16-5 15-6 17-0 19-5
EFTA (Continental). . .. 2-6 3:6 36 3-8 4.6
Eastern Europe .. .. 2-0 3-4 3-3 4.1 4.4
a Annual rates based on latest data.
MALTA

The deficit on merchandise trade widened appreciably in 1968, despite the
growth of total exports, as imports running at about four times the level of
exports climbed to £51 million sterling, the bulk of the increase coming from
Britain. The high value of imports was associated with the Governments’
efforts to re-structure the economy, from one formerly dependent on British
defence bases, to one based on tourism, export-oriented industry, and agricul-
ture. This change is being effected by widening and deepening the existing
infrastructure and by offering special incentives to investors, including loans
and grants for plant and machinery (through the agency of, the recently estab-
lished Malta Development Corporation) and exemption from Customs duty on
almost all capital equipment and raw materials associated with industrial
production and tourist development.

The 1968/69 Budget provided £12-1 million for capital investment, of which
£7 -8 million was allocated for expanding infrastructure, including port facilities,
and for provision of basic services. A sum of £1-1 million was earmarked for
tourist development and £1-5 million for industrial development (about half
of which was for machinery grants), with a further £0-1 million for assisting
factory development. Government efforts to reallocate resources appear to be
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meeting with success: despite the run-down in the strength of British forces
and a slowing down in emigration, the number of unemployed fell to 4,388 in
November 1968, compared with 5,233 and 7,208 in the corresponding months
of 1967 and 1966 respectively.

In the past the trade deficit had been largely off-set by British defence expendi-
ture, and although the dry docks are still available to NATO forces in the
Mediterranean the earnings from this asset are increasingly being supplemented
by other invisibles, notably tourist earnings, by British capital aid (amounting to
between £5 and £6 million per annum), and private remittances. Income from
tourism was expected to reach a record level of £9 million for 1968, following
a 30 per cent increase in the number of tourist arrivals during the year. The
potentiality of the Marsamxett Harbour is also being exploited to become an
international yachting centre. Land prices have increased eightfold in the past
few years and the building industry is fully stretched to provide flats and villas
for settlers in the island.

Malia
£ million

Domestic Total Balance of

exports Re-exports exports Imports merchandise

(f0.b.) (fo.b) (f0.b) (c.i.f) trade
1964 .. 4. 1-0 5- 34.0 —-28-8
1965 .. 6-1 0-7 6-9 34.2 —-27:3
1966 7-6 0-9 8-5 37-8 —-29-3
1967 .. 7-0 1-2 8-1 40-1 —32.0
Jan.-Nov.
1967 6-5 1-1 7-6 36:6 —27-8
1968 9.3 1-4 10-7 46-4 —33.8

Exports from Malta
£ million
Fruit and Metal

Textiles Clothing vegetables Beverages scrap
1964 .. 1-4 0-4 0-3 0-3 0-3
1965 . 2-4 0-6 0-4 0-3 0-4
1966 3.1 1-2 0-7 0-4 0-4
1967 .. 2-4 1-5 0-5 0-3 0-3
Jan.~Oct.
1967 1-8 1.1 0-5 0-3 0-2
1968 19 1-7 0-8 0.3 0-3

The growth of domestic exports during 1968 resulted from increases in all
major items, particularly clothing, which registered a 50 per cent increase over
the previous year and is rapidly replacing textiles as the main export item. These
two items together accounted for over 40 per cent of domestic exports during
the year. Although both are subject to import control in the major markets—
the United States, the United Kingdom and E.E.C. countries—quota limitations
relating to exports of cotton textiles are the more restrictive. Fruit and vegetable
exports also recorded an appreciable increase over the previous year, mainly
as a result of larger consignments of potatoes and onions to Britain. Large
sales of metal scrap to Italy and copper scrap to Belgium and the Netherlands
contributed to the rise in metal exports, while the decline in the value of ship-
ments of wine to Switzerland and West Germany were more than off-set by
increases to Italy and the Netherlands.

Trade with other Commonwealth countries increased by a half compared with
the previous year, almost entirely as a result of increased exports to Britain,
which is by far the largest overseas market taking about a third of the total:
the main items were clothing, vegetables and flowers, rubber goods and textile
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TABLE 60
EXPORTS FROM MALTA

£ million
1964 1965 1966 1967 1968a

United Kingdom .. 1-9 2-2 2-8 3.0 4.7
Other Commonwealth .. 0-4 0-4 0-4 0-6 0-6
Italy .. 0-5 0-7 0-6 0-9 1-4
Netherlands 0-1 0.3 0-4 0-3 0-4
United States 0-1 0-4 1-0 0.7 0-7
Libya .. 0-7 0.6 0-8 0-8 0-8
Other countries 1.5 2-3 2.5 1-8 3.0
Total all countries 5.2 6-9 8-5 8-1 11-6

Of which:
Commonwealth .. .. 2-3 2:6 3.2 3.6 5-3
E.E.C. .. . .. 0-8 1-4 1-6 1-5 2-8

a Annual rates based on latest data.

yarns. This trade is greatly assisted by the preferential tariffs accorded by
Britain, but as Malta is planning to reduce its heavy dependence on Britain by
1974, when the special defence and financial treaties lapse, the Government is
seeking wider and larger outlets for its markets. To this end it held preliminary
discussions with the European Economic Community in 1968, suggesting
special tariff arrangements leading up to complete free-trade, and eventually to
Malta’s full membership of the Common Market. Decisions on these matters
were still outstanding in early 1969, but trade with the E.E.C. countries, parti-
cularly Italy, has been expanding steadily in recent years and embraces a wide
variety of goods. Libya continues to be a good market and other fast-growing
countries in North Africa and the Middle East form a potential market for
Maltese goods.

Imports into Malta

£ million
Basic Mineral Machinery
materials Sfuels and
and base and transport Other
Food metals lubricants equipment manufactures

1964 .. 10-9 3-1 2-3 5.3 11-4
1965 .. 10-3 3.5 2:2 5-5 11-5
1966 .. 11.4 3-7 2-3 6-1 13-0
1967 .. 11-6 3-3 2-4 7-0 14-6
1968 .. 13-1 3.0 10-1 ..

The growth in imports, while partly reflecting higher prices due to the de-
valuation of the Maltese pound, resulted mainly from large clearances of
manufactured goods, especially machinery of all kinds, motor vehicles, chemi-
cals, textile fibres and yarns, as well as basic materials and base metals: most
of this increase was associated with the expanding industrialisation programme.
Although food imports, particularly meat, dairy products and cereals (excluding
wheat) also increased significantly, their share of the total fell noticeably. The
major suppliers benefiting from the increase in imports were the United King-
dom, Italy and West Germany, while imports from North and Central America
and the Netherlands were running appreciably below the 1967 levels.

121



TABLE 61
IMPORTS INTO MALTA

£ million
1964 1965 1966 1967 1968a
United Kingdom .. .. 12.7 12-7 14-4 15-6 22-4
Australia. . .. .. 1-4 1-4 1-3 1-6 2-0
Other Commonwealth .. 2-0 -7 2-0 1-3 1-5
Italy .. .. 3.8 4-1 5-2 6-4 8-1
West Germany 1-4 1-1 1-5 1-5 2-0
Netherlands 1-8 2.0 2-0 1-8 1-6
France 1-8 1-5 1-1 1-3 1-7
United States 0-9 0-8 1-6 1-3 1-1
Other countries 8-2 8-9 8.7 9.3 10-5
Total all countries 34.0 34-2 37-8 40-1 51-0
Of which:

Commonwealth 16-1 15-8 17-7 18-5 26-0
E.E.C. .. 9.2 9.1 10-4 11-6 14-4

a Annual rates based on latest data.

JAMAICA

From late 1966 Jamaica had been suffering from the cumulative effects of a
severe drought which did not break until the last quarter of 1968. As a result,
gross domestic product at current prices rose by only 4-4 per cent in 1967,
while at constant prices the growth rate was negligible. In terms of volume sugar
production, which had fallen substantially in 1967, failed to recover in 1968,
the crop of 455,783 tons being 464 tons down on the previous year. Banana
production and export shipments also were affected adversely by drought, along
with citrus fruits and coffee; and on the industrial side, although output of
cement and petroleum products in 1968 recovered the ground lost in the previous
year, widespread strikes and riots had their effect.

Notwithstanding the problems of population and under-employment, the
year 1968 was one of substantial hope and achievement. At its final plenary
session on 24 October the 72 nation UNCTAD Sugar Conference under the
Chairmanship of Mr. R. C. Lightbourne, Jamaica’s Minister of Trade and
Industry, adopted a new international sugar agreement to take effect at the
beginning of 1969. Tourism went along well, with an increase of over 18,000
long-stay visitors (three nights and over) in the first eight months of the year.
With Jamaica already the largest producer of bauxite in the world and the
leading exporter of alumina, about £50 million of new investment in these
industries was expected by the end of 1968. During the course of the year Alcoa
announced plans for construction of a major bauxite refining plant with an
eventual capacity of 880,000 short tons a year, production to commence in 1971.

To offset the slowing down of economic expansion in 1967 the Government
introduced, in April 1968, a budget of £93-5 million—an increase of a fifth over
1967-68 expenditure. Price controls were placed on most imported items and the
Prime Minister stressed the need to concentrate on making more use of the
country’s own resources. The effects of the November 1967 devaluation,
combined with a heavy inflow of overseas capital, seemed later to be giving the
economy a powerful stimulus which would help to bring about the necessary
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structural readjustment. By all accounts 1968 should have been an exceptional
year for the attraction of new industries and the expansion of existing enterprises.
By August ten new plants, representing a capital investment of over £4 million
and involving a work force of about 800 persons, had gone into production since
the beginning of the year. These projects ranged from a flour mill to the produc-
tion of vehicle radiators and electronic equipment. Over a score of projects were
then at an advanced stage of negotiation, involving capital investment of over
£12 million and a work force of over 1,700 persons, for producing such items as
electrical equipment, gloves, plastics, chemicals, cable and wire and enamelware.

Jamaica applied and was admitted as a member of the Caribbean Free Trade
Association at the end of June 1968. Following admission into CARIFTA
duty-free entry was granted to a wide range of producers’ materials from all
sources, and to compensate for the resulting loss of revenue the Government
imposed an excise tax ranging from 21 per cent to 20 per cent, with drawback
for exports. This action has affected the tariff preferences enjoyed by Common-
wealth suppliers of the affected goods and will, no doubt, increase the competi-
tiveness of the United States, which, besides being Jamaica’s principal supplier,
has rapidly increased its share of the market in recent years. However, devalu-
ation of sterling and Caribbean currencies in November 1967 had a contrary
effect.

Fxports from Jamaica

£ million

Total

(f0.b) Sugar Bananas Bauxite Alumina
1964 .. .. .. 77-9 20-5 6-0 15-7 18-2
1965 .. .. .. 76-6 15-6 6-1 17-8 17-4
1966 .. .. .. 81-5 175 6-4 18- 193
1967 .. .. .. 81-5 15-2 6-6 18-7 20-9
Jan.-June
1967 .. .. .. 45.3 12-9 3-3 9.5 10-0
1968 .. .. .. 48-1 13-0 3-0 89 119

The deficit on merchandise trade almost doubled in the first half of 1968 to
stand at about four times the level recorded for comparable periods of 1965 and
1966. Exports rose by only 6 per cent compared with an increase in imports of
27 per cent. Although prices for most major export commodities were relatively
well-maintained, the volume of agricultural exports was depressed because of the
prevailing drought. Imports continued their upward movement with increases in
manufactured goods, in foodstuffs (partly resulting from lower domestic
production), and in machinery and transport equipment associated with new
investment and expansion of existing enterprises. The estimated trade deficit
for 1968 as a whole rose to £61-4 million from £44 -6 million in 1967. In recent
years the trade deficit has been covered by investment inflows and earnings from
tourism.

Unrefined sugar exports amounted to 408,000 tons for 1966 and 353,000 tons
for 1967—with 215,000 tons of the 1967 crop going to Britain, 93,000 tons to the
U.S.A. and 44,000 tons going to Canada. Exports of sugar for 1968 were
expected to be: 226,000 tons to the U.K.; 80,000 tons to the U.S.A.; and 66,000
tons to Canada. Molasses continue to fetch about £1 million of export
earnings—although increasing interest in beef cattle production seems likely to
result in greater use of molasses as feedstuff.

The future of Jamaica’s sugar industry has been strengthened by the new
guaranteed price of 3-25c. per Ibunder the International Sugar A greement, giving
better returns on the “free market”, especially in Canada, and by the renewal of
the Commonwealth Sugar Agreement which maintained its favourable terms of
a basic £43 10s 0d per ton. However, with the sugar industry the largest single
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employer of labour and unemployment a major problem in the country, the
Government faced the difficult problem of whether to increase efficiency through
mechanisation at the cost of employment. The generation of incomes by a high
level of expenditure associated with the bauxite and alumina industries has
stimulated the growth of wages in agriculture and thereby provided a financial
incentive to do this.

Banana exports, which are directed mainly to the United Kingdom, fell
substantially in volume due to a steep decline in production caused by the
protracted drought, a falling-off in the use of fertilizers and the need for re-
planting. In addition some bananas were diverted from export to the local
market as a result of shortages in staple food crops caused by the drought.
According to the Jamaica Banana Board, revenue from sales to Britain would
have fallen by £2 million in 1968, when for the first time the Windward Islands
emerged as the principal supplier of bananas to Britain. (In 1966 Jamaica and
the Windwards had agreed, with the approval of the British Board of Trade, to
limit supplies, Jamaica taking 524 per cent of the market and the Windwards
47% per cent.) It was reported in February 1969 that, in an effort to stimulate
production, the Jamaica Government had instructed the Banana Board to
increase the price paid to growers from 1}d/lb to 14d/lb. This would apparently
mean a loss to the Banana Board which, it was claimed, would need a U K. price
of £85 a ton to break even, and in April 1969 the Minister of Agriculture and
Fisheries announced a £200,000 subsidy for 1969-70, to peg the price to growers
at 13/lb, along with a fertilizer subsidy which would cost the Government
another £65,000.

Citrus exports comprise sweet oranges—sold in the form of fresh fruit and as
concentrated juice—as well as grapefruit and ortaniques. Grapefruit segments
in cans account for the biggest item of citrus exports, reaching more than £1
million a year. There has been a gradual increase of citrus acreage, particularly
in areas which can produce grapefruit early in the crop year to take advantage of
high prices in the United Kingdom. Other Jamaican farm products holding their
place in export markets include pimento—with sales of over £1 million a year—
and coffee, cocoa and ginger.

TABLE 62
EXPORTS FROM JAMAICA
£ million

1964 1965 1966 1967 1968 a

United Kingdom 22-8 20-8 21-6 21-6 20-0
Canada .. .. . 16-3 12-0 12-3 11-2 10-1
Other Commonwealth . . 3.0 3-8 4.8 4.2 4.7
United States 27-5 29.3 30-9 32-4 38-0
Norway .. .. 3.9 5.3 5.4 6-8 7-1
Other countries 4.4 54 6-4 53 6-6
Total all countries .. 77-9 76-6 81-5 81-5 86-5

Of which:

Commonwealth 421 36-6 38.7 37-0 34.8
E.E.C. .. .. 1-3 1-4 1-7 1-2 1-9
EFTA (Continental). . 5.2 7-0 7-2 85 9.3

Eastern Europe 1-0 0-5 0-2 — —

a Estimates.
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In 1968 exports to the United Kingdom showed a weaker tendency, with lower
values for bananas in particular, and those to Canada in the first half of the year
recorded decreases in alumina and rum which more than offset an increase in
sugar. The value of exports to the United States rose, almost entirely due to
the change in the exchange rate—export contracts being in dollars.

Imports into Jamaica

£ million
Machinery and
Total Basic materials Mineral fiels transport Other
(c.i.f) Food andbase metals and lubricants  equipment manufactures

1964 100-5  20-8 9.5 8-9 21-5 380

1965 103-2  20-4 10-5 9.0 22-8 38-8

1966 116-7 22-6 11-5 9.5 28-4 43-0

1967 126-1 24.3 12-5 10-2 31-8 45.7

Jan.-June
1967 62-4 11.9 5-5 4.6 16-4 23-1
1968 78-7 14-8 6-8 6-0 222 27-9
TABLE 63
IMPORTS INTO JAMAICA
£ million
1964 1965 1966 1967 1968 a
United Kingdom 25.3 253 25-9 25-2 30-0
Canada .. .. 10-7 11-6 12.7 14-4 14-5
New Zealand 2-0 1-8 2-4 2-0 3.7
Trinidad .. .. 1-9 0-7 0-5 0-7 0-9
Other Commonwealth . . 5-0 5-4 5-1 6-2 5.3
United States 31-3 32-5 42-6 48-8 61-1
West Germany 3.4 3-2 3-9 3.7 4.3
Netherlands .. .. 2-0 1-6 17 1-8 2-0
Netherlands West Indies 2-1 2-1 2.2 1-9 1-8
Japan .. .. .. 3-6 3-5 2-0 2-9 3-1
Venezuela . 5-2 7-9 7-0 6-8 8-3
Other countries 8-0 7-6 10-7 11-7 12-9
Total all countries 100-5 103-2 116-7 126-1 147.9
Of which:

Commonwealth 44.9 44.8 46-6 48-5 54-4
E.E.C. .. .. 8-4 8-8 10-7 10-4 12-2
EFTA (Continental). . 2-2 2-3 2-3 2.7 3-1

Eastern Europe 0-1 0-1 0-1 — —

a Estimates.

Imports classified by commodity show the expected sharp growth of the food
category, on account of the drought, higher incomes and the effect of devaluation
on the cost of shipments from the United States and Canada. With an import
bill for food now of about £30 million annually, there is considerable need for
more food for local use, including the requirements of tourist hotels. There isa
steadily growing demand for poultry, meat, eggs and fresh milk, and production
of these is increasing to meet the demand. The Government has recently
provided subsidies on concentrated feed for pigs and poultry, and this has served
to increase the tonnages produced by local factories (from imported grains and
other feedingstuffs.) Official restrictions have been placed on the importation of
canned and frozen fruit and vegetables, and this has helped to encourage local
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production in these categories. However, there is not likely to be any replace-
ment of imported butter and cheese because most milk production goes to the
manufacture of sweetened condensed milk. The demand for this product is
not served from local fluid milk production; butter fat and skim milk powder
have to be imported to make up the shortage of fluid milk. Notable advance
has been made in the production of white potatoes: the country is now self-
sufficient and a small export trade is being developed. The crop provides a
lucrative market for seed potato growers in Canada and elsewhere. Potato
production is also supplying an excellent training ground for the extended use of
machinery, fertilizers and other farm chemicals, the growers of this crop being
among the most technically advanced.

TRINIDAD & TOBAGO

Following devaluation in line with sterling at the end of the previous year,
internal prices rose by an unprecedented 9 per cent in 1968. Real per capita
incomes, however, rose by 2 per cent. Total exports increased by about a
quarter, against a much smaller rise in imports, and the country’s overseas
reserves went up by over $TT30 million. For agriculture the year was one of
greater production of sugar, coffee and cocoa, and diversification led to smaller
requirements of imported food. In the major industrial sector crude oil output
was 67 million barrels, about 2 million barrels more than in 1967, and with
imports of crude higher by 7-7 million barrels, refinery throughput increased by
10 per cent. There were good prospects for commetcial quantities of natural gas
found off Trinidad’s east coast, and while north coast seismic surveys were
being evaluated large international companies offered to do further exploration
in the area. The Government began negotiations with British Petroleum
(Trinidad) Limited, for a joint venture with a small independent company having
an international reputation in secondary recovery methods, and official plans
were announced for the formation of a National Petroleum Company to concern
itself with areas not covered by existing leases or agreements.

In the manufacturing sector there was a large expansion in production and
exports of fertilizers and ammonium compounds, an increase in the number and
variety of food processing plants and the establishment of a second motor car
assembly plant—which resulted in a sharp drop in imports of fully assembled
vehicles. In agriculture, the effect of the Government’s policy linking develop-
ment with expansion in the processing industries, together with its efforts to
diversify production, were reflected in the restricted growth of food imports in
terms of volume. However, as a result of devaluation the recorded value of food
imports was higher in 1968 than in the preceding year.

Exports from Trinidad & Tobago

$TT mitlion
Total Petroleum and
(f0.b.) petroleum products Chemicals Sugar Cocoa
(@)

1964 .. .. .. 643 518 28 48 5
1965 .. .. .. 644 521 36 42 4
1966 .. .. .. 688 539 57 38 4
1967 .. .. .. 720 596 78 38 6
Jan.~Nov.

1967 .. .. .. 638 505 69 38 5
1968 .. .. .. 813 667 79 47 8

a Excluding ships’ bunkers.
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The draft Third Five Year Plan 1969-73, presented at the end of the year,
provides for a 44 per cent expansion of gross domestic product at constant
prices, and is based on projected population growth of 1-6 per cent per annum.
The plan aims at further economic diversification to eliminate structural
unemployment and to change the location of economic decision-making from
overseas to locally-controlled institutions.

The trade surplus which Trinidad achieved in 1967, for the first time since
1961, rose to over $TT50 million in the first eleven months of 1968. The largest
increase in exports occurred in petroluem and petroleum products which main-
tained their share of over 80 per cent of the total value: this rise was attributable
partly to increased production of indigeneous crude oil, but mostly to an expan-
sion of refinery output combined with the effects of devaluation. The increase in
chemical exports reflected greater production of manufactured fertilizers and
ammonium compounds, in terms of value, although exports of tar oils decreased
slightly. The rise in sugar exports also reflected increased production, from
198,000 tons in 1967 to 239,600 tons last season; larger quotas under the U.S.
Sugar Act, at higher prices in terms of TT dollars, assisted this rise. Exports of
cocoa beans increased due to recovery in quantities produced accompanied by
higher export prices. Coffee production also grew substantially and the value of
coffee exported ($TT5-4m.) doubled over the previous year. Shrimp exports
amounted to over $TT! million, resulting largely from increased volume.

TABLE 64
EXPORTS FROM TRINIDAD & TOBAGO
$TT million
1964 1965 1966 1967 19684
United Kingdom .. .. 152 113 102 97 105
Canada .. .. .. .. 37 31 30 34 42
Jamaica .. .. .. .. 8 4 3 3 6
Guyana .. .. .. .. 10 16 18 19 23
Barbados .. .. .. 7 7 8 8 9
Other Commonwealth . . .. 31 33 28 32 36
United States .. .. .. 204 232 272 326 392
France .. .. .. .. 13 20 2 1 —
Netherlands .. .. .. 48 35 46 29 17
Sweden .. .. .. .. 27 42 44 48 74
Brazil .. .. .. .. 4 4 5 5 13
Other countries . .. 102 107 130 118 170
Total all countries. . .. 643 644 688 720 887
Of which:
Commonwealth . . 245 204 189 193 221
E.E.C. .. .. .. 71 68 68 43 30
EFTA (Continental) .. 30 46 52 57b 91
Eastern Europe .. — - — — —

a Annual rates based on the latest data.
b Includes Finland.

The schedule of exports by destination since 1964 shows fairly clear cut trends,
the dominant one being the growing share taken by the United States as quotas
on petroleum products (and sugar) were raised. The share taken by Canada has
slipped in recent years but could find some support in any sales of sugar taking
place above the new floor price of the International Sugar Agreement from the
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beginning of 1969. The Commonwealth tariff preference accorded by Canada
makes this a natural market for Commonwealth Caribbean (and Australian)
supplies not covered by the more advantageous terms under the Commonwealth
Sugar Agreement and the U.S. quotas. The declining trend of exports to the
E.E.C., both proportional and absolute, continued in 1968 with lower sales of
diesolene to the Netherlands, while increased shipments of diesolene and
ammonium compounds to Sweden and Denmark contributed to continuation of
the opposite trend for continental EFTA.

Imports into Trinidad & Tobago

$TT million
Total Mineral fuels Machinery and Balance of
(c.i.f) Food andlubricants transport eqguipment Merchandise trade
1964 .. 728 85 363 95 - 85
1965 .. 815 88 401 127 — 171
1966 .. 774 90 391 103 — 94
1967 .. 721 86 356 86 41
Jan.—-Nov.
1967 .. 645 78 323 80 - 7
1968 .. 762 81 414 89 4+ 51

The largest contributor to the growth in imports was the mineral fuels and
lubricants group, reflecting increased imports of crude oil to match the expand-
ing activity in the refineries. As already mentioned, the rise in imports of food-
stuffs was attributable to higher prices resulting from devaluation, while the
small increase in machinery and transport equipment reflected, to a large
extent, the relative stagnation in capital formation in the private sector. A sharp
drop in imports of motor cars (excluding buses), and an increase in the number
of ckd vehicles imported for assembly, followed the opening of a second assem-
bly plant during 1968.

TABLE 65

IMPORTS INTO TRINIDAD & TOBAGO
$TT million

1964 1965 1966 1967 1968a
United Kingdom .. .. 130 135 126 105 123
Canada .. .. .. .. 34 42 43 38 34
New Zealand .. .. . 10 9 11 9 10
Guyana .. .. .. .. 10 11 10 10 10
Other Commonwealth . . .. 22 24 22 22 22
United States .. .. .. 103 138 109 118 121
West Germany .. .. 8 8 8 9 9
Netherlands .. .. .. 12 9 8 8 8
Japan .. .. .. .. 8 9 10 12 12
Venezuela .. .. .. 169 209 237 284 371
Colombia .. .. .. 62 52 37 30 8
Saudi Arabia .. .. .. 132 134 104 4 23
Other countries .. .. 28 35 49 72 80
Total all countries. . .. 728 815 774 721 831

Of which:

Commonwealth .. .. 206 221 212 184 199

E.E.C. .. .. .. 29 28 29 30 28

EFTA (Continental) .. 8 9 10 116 116

Eastern Europe .. .. 3 3 2 — —

a Annual rates based on the latest data.
b Includes Finland.
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Among the countries exporting to Trinidad & Tobago, Venezuela had the
lion’s share with shipments of crude oil for the refineries. Imports of crude
from Colombia continued their downward trend almost to vanishing point,
while those from Saudi Arabia amounted to no more than a small fraction of
their level before the closure of the Suez Canal. There were larger imports of
iron and steel products and ckd motor vehicles from Britain, and of foodstufTs,
fabrics and machinery from the United States. Imported rice in bulk was the
only commodity subject to state trading, supplies normally being taken from
Guyana and Surinam under government contracts at agreed prices.

Following the completion of a meat processing plant in 1968, and in line with
the policy of promoting local production to substitute for imports, Trinidad &
Tobago raised import duties on a number of items to 35 per cent m.f.n., with a
10 per cent margin of preference to Commonwealth suppliers. The last-men-
tioned were expected to suffer more than U.S. businesses which do not have a
large share of the market for the affected commodities—including cooked meat,
meat extracts, fish products, some bakery and dairy products, and frozen fruit
and vegetables.

During the course of 1968 the Government issued a series of orders and
amendments to the Trinidad Customs Regulations to implement the provisions
of the Caribbean Free Trade Association. A list was published of nearly eighty
items which will be treated as being of CARIFTA origin, regardless of actual
origin, when they are (a) used in Trinidadian manufacturing industries and (b)
their value does not constitute more than 50 per cent of the export price of the
finished goods. Items meeting such legal requirements may be imported duty
free, and this should prove a boon to non-CARIFTA exporters of these
products, placing them on an equal footing with CARIFTA members as well as
other Commonwealth countries. This paralleled the action taken by Jamaica.

GUYANA

In spite of unfavourable weather conditions which adversely affected produc-
tion of both sugar and rice, the country’s two major export crops, gross domestic
product expanded by 7 per cent in 1968—almost 3 per cent attributable to price
increases largely resulting from devaluation of the Guyanan dollar. With
population growth amounting to just under 3 per cent in recent years this repre-
sented a modest but significant advance in per capita incomes.

In contrast to substantial deficits recorded in the previous three years, a trade
surplus of $G9 million occurred in 1968. This resulted from an increase of over
20 per cent in exports, largely contributed by a substantial rise in the recorded
value of shipments of alumina and bauxite following the expansion of calcining
capacity and increases in production and price. Imports, on the other hand, rose
by only 2 per cent in terms of local currency while falling substantially in terms
of U.S. and Canadian dollars. The surplus on visible trade, however, may be
more than off-set in the overall balance of payments by a reduction in private
capital inflows formerly associated, to a large extent, with the now completed
calcined-bauxite expansion programme; private investment fell by 50 per cent
in the first half of 1968.

During the year, further advances were made towards strengthening regional
co-operation under CARIFTA. Progress was also made towards granting
duty-free importation of raw materials for local manufactures and the 1969
budget foreshadowed duty-free concessions on raw materials for manufactures
facing competition from CARIFTA manufactures enjoying similar benefits
in their respective countries. To offset the loss of revenue from import duties
the Government was to levy appropriate consumer taxes.
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Exports from Guyana

$G million
Total Manganese

(f.0.b.) Rice Sugar Alumina Bauxite ore
1964 .. 162 22 58 27 30 4
1965 .. 167 23 46 30 37 5
1966 .. 186 25 51 32 43 5
1967 .. 197 25 55 31 46 5
1968 239 28 60 40a 60a 5a

a Estimated.

There was an increase in the scale of production of calcined and dried bauxite
in 1968, although the production of alumina fell slightly compared with the
previous year. Average export prices in terms of local currency rose during the
year; for calcined bauxite the 1968 average of $G62-57/ton compared with
$G54-85/ton in 1967, while for dried bauxite $G15-84/ton compared with
$G15-29 in the earlier year. Over the same period the average price per ton
for alumina rose from $G116-35 to $G135-37.

Despite a decrease of 8 per cent in sugar production, largely resulting from
heavy rains causing the spring crop to yield cane of poor juice quality, exports
of this commodity rose in value by approximately $GS5 million in response to
devaluation and a rise in sugar prices on the U.S. market. The sugar industry
is expected to benefit in the future from the recently negotiated International
Sugar Agreement and the maintenance of other arrangements such as the
Commonwealth Sugar Agreement, the U.S. Quota Scheme and the Canadian
preferences.

The value of export shipments of rice showed a small increase over the
previous year with higher average export prices, but production fell considerably
below the 1967 level—the 1968 Autumn crop being the lowest in recent years.
It was reported that the industry was to undergo modernisation including
establishment and maintenance of an appropriate research institution, provision

TABLE 66
EXPORTS FROM GUYANA
$G million
1964 1965 1966 1967 1968
United Kingdom .. .. 33 41 41 48 47a
Canada .. .. .. .. 49 38 40 36 42a
Trinidad & Tobago .. .. 14 15 15 17 ..
Other Commonwealth . . .. 10 12 15 15
United States .. .. .. 26 31 41 46 64a
Netherlands .. .. .. 2 3 5 2 ..
Norway .. .. .. .. 8 8 11 10
Other countries . . .. .. 20 19 18 23
Total all countries. . .. 162 167 186 197 239
Of which:
Commonwealth .. .. 106 106 111 1165
E.E.C. .. .. .. 7 8 10 6
EFTA (Continental) .. 12 9 12 14
Eastern Europe .. .. — — .. ..

a Estimated from data of trading partners.
b Sterling area plus Canada.
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of adequate paddy drying and storage facilities, and development of milling
units capable of producing high-quality white rice. At a Regional Rice Con-
ference held at St. Vincent, some countries of the Commonwealth Caribbean
agreed to purchase from Guyana better grades of rice at higher prices in 1969.

Other exports, such as rum, shrimps, gold, diamonds and manganese-—which
account for under a fifth of the total—also benefited by higher prices resulting
from devaluation, but lower volumes of manganese and diamonds were exported.
Gold production almost doubled in 1968, to 4,088 ounces, mainly as a result of
Governmental assistance to small-scale miners.

With regard to the breakdown of exports by country of destination, U.K.. data
show a very slight fall in imports from Guyana in 1968, while Canadian data
show practically no change (in Canadian dollars). Exports to the United States
on the other hand, show a substantial rise in response to heavier shipments of
calcined bauxite.

Iimports into Guyvana

$G million
Machinery
Mineral and Balance of
Total fuels and  transport Other merchandise
(c.i.f) Food  lubricants  equipment  manufactures trade
1964 .. .. 149 29 14 38 59 412
1965 .. .. 179 31 16 47 73 —12
1966 .. .. 202 33 16 60 80 - 16
1967 .. .. 225 34 18 77 82 —-28
1968 .. .. 229 .. .. .. .. 19
TABLE 67
IMPORTS INTO GUYANA
$G million
1964 1965 1966 1967 1968
United Kingdom .. .. 50 55 66 58 64u
Canada .. .. .. .. 13 14 18 25 22a
Trinidad & Tobago .. .. 16 20 21 22 ..
Hong Kong .. .. .. 2 3 2 b
Other Commonwealth . . .. 7 10 10 13
United States .. . .. 34 44 46 62 62a
Netherlands .. .. .. 7 8 7 8 ..
West Germany . . .. .. 5 5 6 13
Japan .. .. . .. 3 5 7 8
Other countries .. .. 12 15 19 16
Total all countries. . .. 149 179 202 225 229
Of which:
Commonwealth .. .. 88 102 117 11&¢
E.E.C. .. .. .. 15 17 21 28
EFTA (Continental). . .. 3 3 4 4
Eastern Europe .. .. 3 4 3 f

a Estimated from data of trading partners.
b Included, if any, in “Other Commonwealth’".
¢ Sterling area plus Canada.
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Total imports into Guyana in 1968 were only $G4 million higher than in the
preceding year, in the early part of which there had been exceptionally heavy
clearances of capital goods for the bauxite calcining expansion programme. Little
further analysis was possible from data available early in 1969 but, as would be
expected in view of completion of this industrial development, the statistics of
external trade published by partner countries point to a decline in the share of
imports taken from the United States and Canada in 1968. Apparent imports
from the United Kingdom rose substantially, to regain most of the drop, in
absolute terms, sustained in the previous year.

BARBADOS

Production of sugar in 1967 reached just over 200,000 tons, the second highest
total ever achieved, contributing $EC35-1 million to gross domestic product at
factor cost—a rise of nearly 10 per cent over the 1966 contribution. The tourist
industry had a year of unprecedented expansion, with estimated receipts from
tourist expenditure at $EC34-8 million, a rise of 19 per cent compared with
1966.

Exports from Barbados
$EC million
Machinery
and
Total of which: transport
f.o0.b. Domestic Re-exports | Rum Sugar Molasses equipment Textiles
1964 .. 49.8 45-0 4.8 2.2 30-9 5-1 1-1 1.3
1965 .. 533 47-4 5-9 2-7  33.1 3.9 1-6 1-5
1966 .. 57.0 49.3 7-7 3-3  33.8 3-3 1-5 1-5
1967 .. 61.5 54-1 7-4 2-9 37.3 3-8 2-0 ..
TABLE 68
EXPORTS FROM BARBADOS
$EC million
1964 1965 1966 1967
United Kingdom 26-4 27-0 31-6 30-9
Canada 6-0 4.9 4.2 4.8
Trinidad 1-0 1-7 2-1 1-9
St. Lucia .. 1-9 1-6 2-1 1-8
Other Commonwealth
Caribbean 6-4 6-6 7-9 7.3
United States 5.0 6-8 5.7 10-9
Irish Republic 2.3 3-6 1-5 ..
Other countries 0-7 1-0 1.9 39
Total all countries . . 49.8 53.3 57-0 61:5
Of which:
Commonwealth .. 41-8 41.9 48-3 46-8
EEC. .. .. 0-1 0.2 0-1 0-9a
EFTA (Continental) - —_ — —_
Eastern Europe .. — —_— — —

a Including possessions.
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Despite these sharp growth areas in the economy in 1967, there was a reduc-
tion in the rate of advance of total visible trade. As usual, sugar and its by-
products accounted for a very large proportion, about 80 per cent, of domestic
exports. Britain continued to be the main trading partner, accounting for some
34 per cent of total trade, and as much as a half of the export total—mainly
consisting of sugar under the Commonwealth Sugar Agreement.

Production of sugar in 1968 was down to about 160,000 tons, a fifth lower
than the exceptional level of the previous year. While this does not mean that
the more lucrative sales to quota markets were proportionately lower even in
terms of volume, shipments to the free market, including Canada, must suffer
from any drop in production. Indeed, Canadian data show total imports from
Barbados falling from $3-1 million in 1967 to $1-5 million in the following
year-—a steep decline even in terms of East Caribbean currency. On the same
basis of comparison sales to Britain rose by about a sixth, while a slight fall in
U.S. dollar sales suggested that, in terms of East Caribbean dollars, exports
from Barbados to the U.S.A. in 1968 just about held on to the sharp gain of the
previous year.

Imports into Barbados

$EC million
Mineral Machinery
Sfuels and Balance of
Total and transport Other merchandise
(c.i.f) Food lubricants equipment manufactures trade
1964 .. 108-5 29-0 11-3 18-1 37-3 —-62-7
1965 .. 116-3 31-9 11-8 18-9 39.5 —52-4
1966 .. 130.7 34-1 13-1 22-3 46-0 -73.7
1967 .. 134.3 32-4 11-6 25-6 51-3 ~72-8
TABLE 69
IMPORTS INTO BARBADOS
$EC million
1964 1965 1966 1967
United Kingdom 32.5 34.3 39.-4 36-7
Canada 12-9 14-1 15-4 16-7
Australia 2:0 2-7 1-6 1-7
New Zealand .. 2:5 3.3 29 3.4
Trinidad & Tobago 6-7 6-4 7-3 7.3
Guyana .. .. 2-9 2-8 2-8 3-0
Other Commonwealth
Caribbean 2-8 2:6 3.0 3.0
United States 17-5 18-4 239 26-2
West Germany 2-4 2-7 3-0 3.0
Netherlands. . 4.2 3-4 3-1 4:3q
Argentina 1-6 2-0 2-6 1-7
Venezuela 7-5 8-4 9.4 8-5
Japan 1-7 2:2 2-1 2-9
Other countries 9.1 11-1 14.2 15-9
Total all countries . . 108-5 116-3 130-7 134.3
Of which:
Commonwealth .. 64-5 68-1 74-8 76-2
EEC. .. .. 99 9-0 9-9 12-5a
EFTA (Continental) 2-1 2-6 3.0 3.3q
Eastern Europe .. 0-8 0-5 0-6 6

a Including possessions.
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In 1967 the United Kingdom share of imports into Barbados fell slightly, by
about three percentage points, from 30 per cent in 1966. By contrast, the United
States and Canadian shares of the import market continued their unbroken,
strong advance, the former country supplying a fifth of the total in 1967, while
Canada contributed an eighth. Available data for the first quarter of 1968 show
the total value of imports from all sources at $EC39 -1 million, compared with
$EC33-0 million in the corresponding period of the previous year, reflecting
the accounting effects of devaluation. For the year as a whole imports from
Britain rose to £7-4 million from £7-1 million in 1967 (U.K. data). Purchases
from North America increased at a more rapid rate than this, however, judging
by the data of trading partners.
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