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BASIC STATISTICS OF ICELAND

THE LAND

Area (1 000 sq. km)
Productive area (1 000 sq. km)
of which :

Cultivated area

Rough grazings

103 Unproductive area (1 000 sq, km)
21 of which:

Glaciers

1 Other area devoid of vegetation
20

12

72

THE PEOPLE

Population, December 1st, 1974
Net increase 1970-1974.

annual average (per cent)

216 628 Occupational distribution 1973
(percent):

1.3 Farming 10.7
Fisheries 5.4

Fish processing 7.4
Other manufacturing 17.5
Construction 12.0
Commerce 13.9

Transport and communication 8.6
Other services 24.5

100.0

GOVERNMENT AND PARLIAMENT

Government, from 1974, number of
ministers:

Independence Party
Progressive Party

Last general election: 1974

Parliament, from 1974, number of seats:

Independence Party (Lib. Cons.)
4 Progressive Party (Agrarians)
4 Labour Alliance (Socialists,

Communists)
Social Democrats

Union of Liberals and Leftists

Next genera] election: 1978

25

17

5

2

~6Ô

PRODUCTION AND CAPITAL FORMATION

Gross National Product in 1974:
Millions of L Kr. 133 040

Per head, US $ 6 170

Gross Fixed Capita) Formation
in 1974:

Millions of 1. Kr. 43 230
Percent of GNP 32

FOREIGN TRADE

Exports of goods and services in 1974,
per cent of GNP

Main exports 1974, per cent of exports
of goods:
Fish and fish products
Manufacturing products
Agricultural products

75

20

3

Imports of goods and services in 1974,
per cent of GNP 48

Imports 1974, by use (per cent):
Investment goods 37

Production goods 33

Consumption goods 30

100

of which :
Ships and aircraft 11

Fuels 12

THE CURRENCY

Monetary unit: Krona Currency units per US $, averages
of daily figures:
Year 1974 100.04

October 1975 165.25

Note An international comparison of certain basic statistics is given in an annex table.
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The Organisation for Economic Co-operation and
Development (OCDE) was set up under a Convention
signed in Paris on 14th December, 1960, which provides
that the OECD shall promote policies designed:

to achieve the highest sustainable economic growth
and employment and a rising standard of living in
Member countries, while maintaining financial sta¬
bility, and thus to contribute to the development of
the world economy;
to contribute to sound economic expansion in
Member as well as non-member countries in the

process of economic development;
to contribute to the expansion of world trade on a
multilateral, non-discriminatory basis in accord¬
ance with international obligations.

The Members of OECD are Australia, Austria,
Belgium, Canada, Denmark, Finland, France, the Federal
Republic of Germany, Greece, Iceland, Ireland, Italy,
Japan, Luxembourg, the Netherlands, New Zealand.
Norway, Portugal, Spain, Sweden, Switzerland, Turkey,
the United Kingdom and the United States.

The Socialist Federal Republic of Yugoslavia is
associated in certain work of the OECD, particularly that
of the Economic and Development Review Committee.

»

The annual review of Iceland by the
OECD Economic and Development Review Committee
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INTRODUCTION

The strong boom which had developed in the Icelandic economy in 1973 was
sustained until late 1974, accompanied by accelerating price inflation to an annual
rate in excess of 40 per cent. In the current year demand and activity have sub¬
stantially weakened, but inflationary forces have strengthened. At the same time,
the current external deficit, while falling, has remained large. These adverse trends
owe much to external developments beyond the control of the Icelandic autho¬
rities. The rise in commodity prices until around mid-1974, the quadrupling of
oil prices in late 1973 and the sharp rise in fish export prices lasting until early 1974
combined to help push up the inflation rate to well above those of other Member
countries. The turnaround in fish export prices and sharply rising import prices
entailed a severe deterioration in the terms of trade. From the peak at the begin¬
ning of 1974 to mid-1975 the terms of trade fell by 33 per cent, and the effect on the
external account was compounded by falling export volumes in response to weak¬
ening foreign markets. Despite the importance of external factors, however,
domestic developments contributed in no small measure to exacerbating the prob¬
lems of external and internal imbalance. Shortcomings in monetary manage¬
ment and the inflationary impulses deriving from the institutional arrangements
designed to maintain earnings in the predominant fishing sector seem to have been
particularly important.

The most worrying feature of the current situation is the rapid inflation which is
running at an annual rate of about 50 per cent. Last year's Survey questioned
whether existing institutional arrangements would be able to cope with such a
high inflation rate and the serious social and economic problems which could arise
as a consequence. Developments over the past year indicate that the adjustment pro¬
cess has not had the success achieved in earlier periods of disequilibrium when
the inflation rate was substantially lower. A series of important policy measures
aimed at combatting inflation have been taken over the last eighteen months, the
latest in June and July this year. These packages have included the extension of
restrictive limits on the growth of credit, the suspension of wage-indexation for
six months, increased indirect taxes and a reduction of public expenditure. But,
it is questionable whether the successful implementation of the measures by them¬
selves will be sufficient to resolve the difficulties facing the authorities. In this
context, the outcome of the round of wage negotiations due to take place at the
end of this year will be crucial.

Part I of this Survey discusses recent trends in demand and activity, inflation
and the balance of payments. The slowdown in demand in 1975 is analysed, as
well as the causes of the inflationary spiral and the imbalance in the current external
accounts. Attention is then focused in Part II on the performance of economic
policy. Part III concludes the Survey with a brief discussion of economic prospects
in 1976 and of some policy considerations.
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I RECENT TRENDS

The conditions of excess domestic demand which characterised developments
in 1973, persisted into 1974. With the exception of special investments1, all cate¬
gories of domestic demand expanded rapidly last year, and import volumes rose
substantially; at the same time, there was a marked weakening in demand for Ice¬
landic exports and capacity constraints limited the advance in home market indus¬
tries. As a consequence, real gross national product increased in 1974 at about
half the rate in the preceding year. The effects of the inflationary wage settlements
in the early part of 1974 were compounded by soaring import prices of oil and
basic materials, to help push the rate of price increases to the highest in the post¬
war period among Member countries. The sharply rising import prices and the
adverse real foreign balance resulted in a considerable deterioration in the current
external balance.

In an attempt to move the economy into better balance, the authorities in
May 1974 announced a devaluation of the krona, the introduction of an import
deposit scheme and the suspension of wage indexation. A further package of
measures including another krona devaluation, continuing tight price controls
and increased taxes was introduced in September. By this time, however, it was
becoming evident that demand pressures had been easing. In the first half of 1975,
activity weakened perceptibly, but with continuing rapid price inflation. In
February 1975 with the current external account remaining in large deficit, another
devaluation of the krona was accompanied by a number of measures to tighten
fiscal policy. A further package of restrictive measures was announced in July2.

Demand and output

Although final domestic demand rose at a slower rate last year than in 1973,
and the rate probably moderated through the year, the increase of 7.1 per cent
in real terms was nevertheless substantial, and higher than had been forecast. In 1 973,
however, demand was boosted by the special housing needs created by the volcanic
outbreak on Vestmannaeyjar and large expenditures for trawlers. Outside these
"special" areas the volume of general domestic demand increased at a faster rate
in 1974 than in the preceding year (7.9 per cent compared with 6.3 per cent), the
most important reason being the sharp rise in private consumption. Real dispo¬
sable household incomes rose by 9.0 per cent, much the same as in 1973 Although
wages did not run ahead of prices to the same extent as in 1973, tax cuts and higher
transfer receipts largely made up the difference. At the same time, it seems likely
that the acceleration of prices and uncertainties about the exchange rate helped
to strengthen inflationary expectations and led to heavy anticipatory purchases of
passenger cars and consumer durables in the first half of the year.

Public consumption continued to rise at a fast rate in 1974, the increase in
volume of 6 per cent being in line with the official forecast. The rise in public
investment, however, was considerably above what had been forecast. The increase
of 12.1 per cent largely reflected an acceleration of hydro-electricity and geothermal
heating projects aimed at lessening dependence on oil and easing the heavy burden
on the balance of payments resulting from the higher oil prices. In other cate¬
gories of public sector investment, in which some scope for reducing expenditure

1 The category "special investments" covers expenditures on Burfell and Sigalda power
plants, aluminium smelter, ferro-silicon plant, imported ships and aircraft and imported houses
for the inhabitants of Vestmannaeyjar.

2 See Annex for details.
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Table 1 Output and Expenditure

Percentage change in volume

1974 1971
Kr. Official
bill. 1963

Annual
1972 1973 1974 forecasts'

1973
rate

4.7 10.2 6.5 7.587.7 -12.0

14.4 5.0 6.0 6.0 6.0

43.2 5.9 -1.0 20.1 6.7 -3.0
35.4 3.0 12.2 6.0 9.9 -4.7

7.8 18.7 -38.5 93.3 -2.3 4.6

3.3 -5.4 1.0 3.5 -2.2

148.6 5.2 1.7 11.3 10.2 -10.1

-15.5 -2.2 3.7 -6.7 -8.7 7.7
48.1 3.3 9.5 10.0 0.3 3.4

63.6 7.6 1.2 19.5 13.4 -13.5

133.0 3.1 5.6 5.9 3.2 -3.5

0.6 -0.2 4.0 -2.8 -4.5

3.7 5.4 9.9 0.4 -8.0

Private consumption
Public consumption
Gross fixed investment

General

Special
Domestic demand, excluding

changes in export stocks and
livestock 145.3 5.1 6.5 10.2 7.1 -8.1

Changes in export stocks and
livestock*

Total domestic demand

Foreign balance1
Exports, goods and services
Imports, goods and services

GNP at market prices
Terms of trade effects*
Gross national income

1 Forecasts show changes in constant (previous year's) prices while actual changes are calculated from estimates
at constant 1969 prices.

2 The first column shows the absolute level of stockbuilding and foreign balance. Remaining columns show
changes in stockbuilding and foreign balance in per cent of GNP of previous year.

3 Per cent of GNP of previous years.

Sources: Central Bank of Iceland, Annual Report 1974; National Economic Institute, The National Economy, Devel¬
opments in 1974 and Prospects for 1973; direct Icelandic communication to the OECD.

may have existed, the volume of activity was maintained at the high 1973 level
despite the sharp rise in building and construction costs. However, the stabilisation
of real spending in this area represented a marked change from the earlier steep
growth pattern. Most categories of private fixed investment were buoyant last
year. In particular, housing investment other than that associated with the replace¬
ment of houses at Vestmannaeyjar, rose strongly, aggravating pressures in a sector
where supply shortages had been severe for some time.

Investment in stocks of imported materials and goods probably contributed
to the strong demand pressure, but as the stockbuilding item shown in the Icelandic
national accounts includes only changes in export stocks and livestock, the impor¬
tance of total investment in stocks cannot be fully ascertained. But, reflecting
weak demand in foreign markets for Icelandic exports, stocks of export products

notably marine products and aluminium rose sharply last year. The build-up
in stocks occurred simultaneously with a marked slowdown in the growth of output
in the fishing and fish processing industries from 8 per cent in 1973 to 1 per cent
last year. After taking account of the changes in stocks, total real domestic demand
increased by about 10J per cent last year, slightly less than in 1973.

In contrast to the situation in 1973, the growth of domestic production fell
substantially short of the rise in domestic demand. In fact, gross domestic product
rose by 3J per cent, about half the rate in 1973, largely reflecting reduced
output in the fishing sector due to resource and capacity constraints in the
manufacturing industries. Accordingly, there was a strong rise in the volume of
imports. The volume of general imports8, which are closely correlated with domestic

3 General imports are total imports excluding ships, aircraft, imports for power projects,
al uminium smelter and imported houses for Vestmannaeyjar.
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Table 2 Gross Fixed Investment

Current

prices

1973

Kr.
bill.

Public works and buildings
Housing

of which: Excluding imported houses for
Vestmannaeyjar

Other

of which: Agriculture
Fishing
Fish processing
Manufacturing, except fish processing

of which: Non-aluminium
Trade and services

Transport equipment
Miscellaneous machinery and

equipment
Total gross fixed investment

of which: Ships and aircraft
Other special8
General

7.73

7.74

5.74

13.14

1.86

4.64

1.27

1.81

1.57

1.25

1.38

0.94

28.61

3.91

0.73

21.97

Percentage change at constant prices1

Annual

rate
Forecasts

1971

Î965

1974

1974 1973

7.4 2.0 12.1 9.6 17.9

-0.9 46.9 -16.3 -16.9 -5.0

-0.9 9.0 10.9 10.0 -3.3

7.6 20.4 15.0 13.2 -15.1

-3.2 10.6 8.3 3.2 -4.6

11.0 112.8 -19.3 -13.8 -41.8
-1.8 25.2 10.3 7.9 -5.0

16.8 -39.6 4.8 4.2 16.6

7.3 -18.7 13.3 18.2 -0.8»

-0.9 5.2 37.7 4.8 -20.2

11.9 7.8 100.0 131.9 -10.7

9.8 21.5 59.2 27.7 -16.7

5.8 20.1 6.7 4.0 -3.0

10.2 176.0 18.3 20.2 -32.8

60.0 -63.4 80.7 77.4 135.1

3.0 6.1 9.9 7.7 -4.7

1 Constant 1969 prices except for the forecasts which are expressed in terms ofprices of the preceding year.
2 Ferrosilicon plant excluded.
3 State power plant, aluminium smelter and ferro-siiicon plant. Imported houses for replacement ofhousing dam¬

aged during the volcanic eruption on Vestmannaeyjar are excluded. These houses amounted to Kr. 2 billion in 1973 and
to Kr. 0.17 billion in 1974.

Sources: Central Bank of Iceland, Annual Report; National Economic Institute, the National Economy 1973-1974;
direct Icelandic communication to the OECD.

demand, rose by 14.2 per cent compared with the official forecast of 8 per cent*.
There was, however, a marked slowdown in the rate of increase in the volume of
special imports. But despite this, the total of imports of goods and services rose
by some 13£ per cent in volume in 1974.

Although resource and capacity limitations would have forced a reduced rate
of growth of export production last year as compared with 1973, the weakening
of demand in Iceland's main foreign markets was the main factor behind the decline
in merchandise exports of 5.7 per cent. The effects of weak export demand on
activity and output in the major export industries, however, were cushioned by
heavy stockbuilding6. Activity in the predominant marine sector was virtually
flat8. Production of aluminium, the second most important export item, was
buoyant in the first half of 1974, but then fell back sharply in response to falling
foreign demand. In other export industries, output expanded considerably,
but less than in 1973. After allowing for services, the volume of total exports
was about flat in 1974. Consequently, the real foreign balance deteriorated by
the equivalent of 8.7 per cent of gross national product.

4 According to official estimates, a 1 per cent volume increase in final general domestic demand
tends to be associated with a 1.4 per cent increase in general imports; in 1974 the figure was 1.8 per
cent.

5 Export stocks in volume of marine products and aluminium increased by 57 and 71 per cent
respectively. At end-1974 they corresponded to about 2\ month's fob exports at the 1974 rate
in these products.

6 The total fish catch increased by 3.6 per cent in volume between 1973 and 1974. The increase
was concentrated in capelin, while the white fish catch showed little improvement on the 1973 level,
despite large additions to the trawler fleet.
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Table 3 Gross Domestic Product by Industrial Origin

Weight
in 1973

Percentage volume change

1974

Provisional

1973

per cent 1972 1973 Official
forecasts

Agriculture 6.8 4 4 3* -3

Fishing and fish processing 13.7 -6 81 1 2

Manufacturing other than fish processing 17.9 8 12 3i -3

Construction 14.9 12 6 6 -2

Public services 7.1 6 6 6 0

Ownership of dwellings 6.9 2i H 3 2

Other 32.7 8 6} 4 -7

Total 100 5* 6* 3* -3

Export sector 20 14.8 0.9 1.0

Other sectors 80 4.3 4.2 -3.5

Note Estimates are subject to wide margins of error and should be treated as very rough indications only. The
growth of the non-export sector is calculated as a residual from the growth of total GDP and the export sector. The
latter's in-total GDP weight has been assumed to be 20 per cent.

Source: Direct Icelandic communication to the OECD.

It seems probable that aggregate demand in 1974 weakened in the second half
of 1974, before falling in the current year. However, given the limited availability
of statistics, it is difficult to judge the exact timing of the change in demand. Al¬
though the volume of imports fell in the third quarter of 1974 partly reflecting
seasonal influences, the effects of the import deposit scheme introduced in May and
the two devaluations of the krona in May and August may also have contributed.
Import volumes continued to fall in the fourth quarter and into the first quarter of
this year when the level was about 25 per cent below the peak in the second quarter
of 1974. In the first four months of 1975, imports of passenger cars and main
consumer durables were significantly below the levels of a year earlier. Sales tax
returns reportedly show a decline in the volume of final spending, notably private
consumption, through the first half of 1975. New housing starts have probably
been trending down during this year. In addition, the rate of credit expansion has
moderated sharply this year, providing further evidence of easing demand pressures.

Domestic demand is expected to remain depressed in the second half of 1975,
falling by about 8 per cent in the year as a whole below last year's level. Private
consumption is officially forecast to be sharply cut back, being reduced on a per
capita basis back to about the 1971 level. Substantial reductions are also expected
in most areas of private investment, while public investment may rise strongly,
solely because of investment in the energy sector. Reflecting the fall in domestic
demand the volume of imports should fall substantially, possibly by as much as
the 13£ per cent now forecast by the Icelandic authorities7. At the same time, the
volume of exports may recover, but all of the officially expected growth in exports
of 3.4 per cent will need to be in the second half of the year and could largely be met
by running down stocks, in which case activity in the export industries would remain
weak. With weak imports and a possible recovery in exports, a sharp turnaround
in the real foreign balance could eventuate. The year as a whole may see a fall in
real GNP of around 3£ per cent.

Despite the marked decline in domestic demand this year, the labour market
has remained tight, although the workforce is estimated to have increased by about

7 The original forecasts published in April showed a fall of 14.3 per cent in import volumes
and a rise of 9 per cent in export volumes.
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2 per cent. In the first four months of 1975, the unemployment rate of 0.7 per cent
was marginally higher than the corresponding period of 1974. The unemployment
rate jumped to 1.3 per cent in May, but this was mainly the result of a strike of the
trawler fleet, and with the settlement of the strike the rate fell to 1 per cent in June
and 0.4 per cent in July. With activity in most sectors declining through the rest
of 1975, particularly in the construction industry, a small rise in unemployment
can be expected but so far this has not appeared8.

Inflation

All the main price indices and implied deflators rose at a faster rate in 1974
than at any time in post-war Iceland. The rate of increase in the cost of living
almost doubled on an annual basis in 1974 and exceeded 50 per cent in the twelve
months to mid-February this year. The rise in the cost of living index slowed from
an annual rate of 63 per cent in the first half of last year to 41 per cent in the second
half, but then re-accelerated around the end of the year. The year-on-year increase
in consumer prices fell from 51 per cent in November last year to 48 per cent in
May this year.

Table 4 Prices and Incomes

Percentage change

1973
1972 1973 1974 Official

forecasts

Implied GNP deflator :
Total domestic demand 17.2 25.5 41.8 45.5

Total domestic demand less imports 27.0 34.5 45.7 29.9

Import goods and services 5.3 19.8 40.1 66.3

Export goods and services 7.0 29.8 28.1 46.9

GNP 18.0 31.7 39.5 37.5

Cost of living index 10.4 22.1 42.7 48.5

Consumer prices 13.8 25.1 41.4 49.5

Building costs (Reykjavik) 22.0 27.8 51.3 40.0

Hourly wage rates, unskilled workers 32.9 22.7 45.0 33.6

Hourly pay rates, all employees 27.5 23.5 48.5 27.0

Total wage and salary earnings 30.5 37.0 52.0 25.5

Real wage and salary earnings1 18.2 12.2 6.5 -15.5

Gross personal income (including transfers) 30.0 37.0 51.0 25.0

Disposable household income 28.0 37.0 54.8 25.0

Real disposable household income1 12.5 9.5 8.5 -16.4

1 Deflated by cost of living index.
2 Deflated by consumer prices.

Sources: Central Bank of Iceland, Annual Report 1974 and direct Icelandic communication to the OECD.

A major source of domestically-generated inflation has been the recent large
increases in wages and salary earnings totalling 37 per cent in 1973 and 52 per cent
last year. However, much of the increase last year occurred in the first quarter
when average wage rates were raised by 30 per cent. Since then the rise in wage

8 The very tight labour market conditions of the past several years have led to a widespread
tendency for overtime and part-time work. While in these circumstances, registered unemployment
will tend to rise considerably only in a severe and protracted downturn of the economy, the income
effects of reduced demand for labour may be quite marked. No unemployment benefits are paid
for loss of earnings due to reduced hours or loss of part-time work.
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Diagram 1 Prices and Wages

Percentage change from same quarter of previous year
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rates has moderated considerably involving a sharp reduction in real incomes. To
help offset the effects of inflation on the lower and medium income groups, income
equalisation payments equal to about 6$ per cent of wage and salary rates were
made in October last year. A further payment of 10 to 11 per cent was made in
March this year. On both occasions these were flat kronur payments up to an in¬
come limit which in October 1974 was about the average wage, but in March 1975
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the income limit was raised to about 25 per cent above the average wage. Graduated
payments were received up to a level of 7 per cent higher than the limit set for flat
payments, and ceased thereafter. To some extent the income equalisation payments
were granted to partly replace the recipient groups wage indexation which was
suspended in May 1974 but also partly to offset changes in differentials gained by
the higher paid wage earners in the February-April round of settlements. Pressures
for wage increases to compensate for loss of real incomes built up early in 1975.
In the second quarter, strikes immobilised three important State-owned industries
for three weeks. A strike over pay increases for trawler seamen9 lasting for two
and a half months began in April, while the Federation of Labour in June submitted
substantial pay claims backed by the threat of a general strike. In the event, a
relatively moderate settlement was reached hours after the start of the general
strike.

The June settlement, which served as a model for pay decisions throughout the
economy, involved an immediate pay increase of 10 per cent on average with a
further 4 per cent to be paid in October. Higher income groups received increases
equal in kronur terms to the income equalisation payments awarded to the lower
and medium income groups in October 1974 and March this year, but further in¬
creases (again following the flat Kronur rate method) favouring those on lower
incomes were subsequently made. Wage indexation remains suspended throughout
the year unless the compensation index exceeds the index at the beginning of May
by more than 11.9 per cent. The threshold, however, does not include increases in
alcohol and tobacco prices and to some extent agricultural prices. Thus, the actual
increase in the cost of living index will need to be below 14£ per cent in the six
months to November if wage increases in December are to be avoided. The achieve¬
ment of a rise in the cost of living index of less than 14J per cent would represent
a marked reduction in wage costs as a source of domestic inflation. Preliminary
estimates suggest that the rise in the index will be about 14 to 15 per cent.

Inflationary impulses from the foreign trade sector have contributed markedly
to price increases over the last three years. Last year's Survey pointed to the ten¬
dency for export booms, notably in the predominant fishing industry, to be quickly
reflected in a loss of domestic price stability. The effects of the surge in world prices
for fish products in 1973 adversely affected price performance throughout 1974 and
the early part of the current year, as did the large increases in prices of oil and other
industrial materials. The stabilising effects on domestic inflation of the fall in
export prices since early 1974 (see Diagram 3), however, have been more than offset
by an acceleration in world trade prices of finished manufactures and exchange
rate movements. Between early 1974 and early 1975 the krona rate fell by some
45 per cent on a trade weighted basis (see page 24). The direct boost of the krona
devaluations to the cost of living index during this period may have amounted to
around 25 to 30 per cent, about half of the total increase. Given the strength of
inflationary forces from both external and internal sources, the price control arrange¬
ments, described in last year's Survey, have probably been largely ineffective in
slowing price rises10.

Deteriorating external balance

Iceland's external accounts deteriorated markedly in 1974, the deficit on trade
account increasing by SUS 112 million to $US 147 million. Whereas in 1973

9 Wages on the large trawlers have lagged behind those in the rest of the economy in the last
two years and manning problems contributed to strained labour relations in the trawler sector.

10 See last year's Economic Survey of Iceland p. 17. Rulings of the Price Board seem to
have implied a reduction of percentage mark-ups following the last two devaluations. On the
other hand, percentage mark-ups were raised both in the spring of 1974 and last spring (see Annex
and page 26 below).
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Iceland's merchandise terms of trade improved by 15 per cent, they worsened by
1 1 per cent last year, accounting for some 60 per cent of the increase in the trade
deficit. The most important single factor was the impact of higher oil prices, equal
to more than 2\ per cent of gross national product and approximately the same as
the deficit in 1973. Import prices in US dollar terms rose by 35 per cent in 1974,
while export prices rose by 20 per cent. In addition to the fall in the terms of trade,
and as indicated earlier, the real trade balance also moved adversely last year. Re¬
flecting weak external demand, the volume of merchandise exports declined by 5.7
per cent. More importantly, the continuation of excess demand coupled with
strengthening inflationary expectations which resulted in speculative imports and
stockbuilding produced an increase of 16 per cent in the tonnage of non-oil general
imports, considerably higher than had been officially forecast. Against this, how¬
ever, the tonnage of imports of oil products declined by 5 per cent.

Table S Foreign Trade by Commodity Groups

Percentage change in S values

1974 from corresponding period of

US I previous year

mill.
1972 1973 1974

Jan-June
1975

Exports, fob
Marine products 246.3 12.1 51.3 15.1 -3.0

Agricultural products 9.5 29.5 44.3 10.9 -19.0

Other 73.5 125.9 53.1 8.4 -49.1

Aluminium 48.0 207.6 58.9 -3.1 -67.8

Other, excluding aluminium 25.5 38.7 39.3 39.4 5.4
Total 329.3 27.4 51.5 13.4 -13.4

Imports, cif
Investment goods 191.8 -5.6 73.6 36.2 -13.9

Input goods 174.7 6.9 48.9 74.1 18.7
Oil 62.1 -0.7 57.9 129.1 0.6

Non-oil 112.6 9.8 45.8 53.8 28.0

Consumer goods 160.1 19.4 33.0 40.1 -15.5

Total 526.6 6.1 51.6 48.2 -4.3

Note Trade conversion rates (Kr. per S US): 1971 : 87.61, 1972: 87.12, 1973: 89.67, 1974: 99.84, Jan-June 1974:
88.43, Jan-June 1975: 142.99.

Sources: Central Bank of Iceland, Annual Report and direct Icelandic communication to the OECD.

Table 6 Merchandise Imports, cif

1974
Percentage change in volume

US S 1974 1975
1973 1974

Officiai forecasts

Special imports 105.5 103.0 5.0 10.0 -10.3

of which: Ships and aircraft 55.9 183.0 18.3 20.0 -33.0
Other 49.6 49.2 -11.6 -1.9 -24.7

General imports 421.1 12.1 14.2 8.0 -18.0
Oil 62.1 31.4 -5.5 -10.0 -3.0
Non-oil 359.0 10.6 16.0 9.5 -20.5

Total 526.6 25.7 11.7 8.5 -16.5

Sources: National Economic Institute, the National Economy and direct Icelandic communication to the OECD.
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In the early part of the current year, the value of exports (fob, seasonally adjust¬
ed dollar values) fell sharply, mainly as a result of a sharp reduction in aluminium
shipments. Exports of marine products seem to have improved a little, but diffi¬
culties are being encountered in some main outlets due to the general weakness of
demand and increased protection being given to domestic fishing industries in market
countries. Export values improved strongly in the second quarter suggesting that
some recovery is under way. With the dollar value of imports falling in the first
half of the year, some progress towards reducing last year's large trade deficit seems
probable, although, given the weak outlook for world trade, some doubt exists

Diagram 2 Exports, Imports and Trade Deficit

Seasonally adjusted quarterly figures

Million dollar, Sami.log seal*

160 	

Ullllon dollar, . S*mi-loo scole

	 ISO

130

100

90

so

70

60

130

Imports, c.i.f. /
100

90
y '-"V
r ' ^'\ 90

A / \ ' 70

60
-^^ /

^~^ /
r ,-y~J

50

/ If
f 1 '
v / Exports, l.o.b.

40

30

P+^j.^

10

Hilliar, dollar,

70

60

50

40

30

20

10

0

-10 L

1968

Trafc deficit, c.I.f./r.oJ>.

10

I

70

60

50

40

30

20

10

0

J -10

1969 1970 1971 1972 1973 1974 1975

Source: OECD, Statistics of Foreign Trade, Series A.



Iceland IS

IN

170

160

ISO

140

130

120

110

100

90

Diagram 3 Foreign Trade Volumes and Prices
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whether the officially forecast increase in merchandise export volumes of 5$ per
cent can be realised. The merchandise terms of trade are officially forecast to
deteriorate by 16 per cent in 1975.

For the first time in the post-war period, Iceland recorded a deficit on account
of services last year, mainly as a result of a turnaround in the transportation account
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Table 7 Balance of Payments

Transactions basis

JUS million

1975
1972 1973 1974 Official

forecasts

Exports, fob 191.7 290.2 329.3 312.9

Imports, fob 215.5 325.4 476.6 430.3

of which: Special imports1 (32.3) (77.8) (98.2) (96.8)

Trade balance, fob/fob -23.8 -35.2 -147.2 -117.4

Services, net 3.7 5.9 -8.3 -1.9

Foreign travel -3.8 -4.1 -6.4

Transportation and insurance 4.4 5.0 -5.0

Interest payments -9.8 -12.6 -18.1

Other 12.8 17.6 21.2

Transfers, net 0.2 16.2 0.6

Current balance -19.9 -13.1 -154.9 -119.4

Long-term capital 33.9 41.8 109.1 101.6

Private 0.4 0.9 39.9 27.2

Direct investment 9.4 2.2 1.7 1.5

Inventory financing -6.6 -4.6 11.5 14.8

Long-term borrowing -2.4 3.3 26.7 10.8

Official 24.0 22.4 45.2 67.2

Financial institutions 9.5 15.2 18.2 7.3

Contribution of Nordic Countries to the Nordic

Industrialisation Fund 3.3 5.8

Short-term capital (including errors and omissions) -8.8 -17.5 -10.3 1.6

Capital balance 25.1 24.3 98.8 103.2

Balance on non-monetary transactions 5.2 11.2 -56.1 -16.2

SDR allocations 2.5

Trade credit 1.4 -9.1 0.8

Deposit money banks -1.1 0.6 9.3

Central Bank 7.3 19.7 -66.2

Conversion rate (Kr. per S US) 87.12 89.67 99.84 155.0

1 Ships and aircraft, imports for Thjôrsà power projects and aluminium smelter and houses for the inhabitants
of Vestmannaeyjar.

Sources: Central Bank of Iceland. Monthly Bulletin and direct Icelandic communication to the OECD.

from surplus to deficit and rising interest payments on a growing foreign debt.
Transfer receipts, which remained in small surplus, also fell sharply, reflecting
largely the cessation of aid for the reconstruction of Vestmannaeyjar. In total,
there was a deficit on invisibles of about $ US 7£ million, giving a current account
deficit of $ US 155 million equal to 11.6 per cent of gross national product
compared with a deficit of $US 13 million in 1973.

Much of the current external deficit last year was financed by long-term capital
inflow of $US 109 million. Iceland also used the facilities with the International

Monetary Fund, drawing its gold tranche equal to 5.8 million SDRs and on the
Fund's Special Oil Facility to the extent of 15.5 million SDRs. Official foreign
exchange reserves were substantially run down. By end-August 1975, drawings
with the IMF totalled 31.7 million SDRs of which 25.6 million SDRs was on the

Special Oil Facility. With foreign exchange reserves being run down by one-fourth
in the first quarter of the year, 5.8 million SDRs were drawn from the IMF in April.
A further drawing of 8.4 million SDRs was made in July leaving oil facilities
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Table 8 Official Reserves

End of period
US S million

Gold

SDR's

IMR reserve position
Foreign exchange

Total

Source: IMF, International Financial Statistics.

1971 1972 1973 1974
1975

July

1.1 1.1 1.2 1.3 1.2

3.2 6.9 7.7 7.7 6.7

6.2 6.2 7.0

59.4 69.9 83.8 39.6 42.2

69.9 84.2 99.6 48.5 50.1

available in 1 975 to Iceland at 5.4 million SDRs11. At the end ofApril official reserves
were equivalent to less than one month's cif imports at the seasonally adjusted
monthly rate for the January April period. The last few years has seen a sharp
increase in the size of the external debt and the cost of servicing the debt. Between
1973 and 1974 the debt as a proportion of export receipts rose from 55.9 per cent
to 85.2 per cent; the comparable figures for servicing cost were 9.7 and 1 1.5 per cent.
On debt outstanding at the end of 1974, servicing costs are estimated to rise consi¬
derably in 1975 and 1976 before falling somewhat in the two subsequent years.

n ECONOMIC POLICY

Economic policy in Iceland has always been faced with the difficult task of
mitigating undesirable effects from external impulses to the economy. With an
exceptional one-sidedness in exports and a high degree of dependence on imports

manufactured goods as well as raw materials this objective is more important
than in most Member countries and has a high priority in the setting of economic
policy. As stressed by OECD Surveys in the past, impulses to the economy from
fluctuations in the fish catch and terms of trade movements have often had a de¬

stabilising impact on the growth path and prices contributing importantly to a rate
of inflation which for years has been considerably higher than elsewhere in the
OECD area. Nevertheless, the high rate of inflation is not unrelated to the mix
of policies chosen and to institutional peculiarities of the Icelandic economy.

The impact on growth and inflation of last year's unfavourable external
development following the quadrupling of oil prices in late 1973 was thus excep¬
tional by magnitude rather than by nature. However, conditions for effectively
counteracting the domestic impact of these external events were not favourable.
Expectations continued to be geared towards expansion in the first half of 1974,
as was reflected in the outcome of wage negotiations in March last year, which
increased nominal wages by one-fourth. As foreign exchange reserves started de¬
teriorating from the beginning of the year, monetary policy was tightened and a

1 1 The general facilities for 1975 have been fully drawn (25 per cent of the quota). Drawings
beyond the 25 per cent ceiling are sometimes authorised by the IMF, depending on stipulated policy
measures being taken. In addition, there are special facilities designed to meet a shortfall of exports
(the IMF's compensatory financing facility) which, if Iceland qualified, would involve a maximum
of 11^ million SDRs.
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series of fiscal and incomes policy measures were proposed to Parliament in May.
These measures failed to gain acceptance but some of them were adopted on a
temporary basis until the new Government introduced a policy package in Sep¬
tember. In the event, monetary as well as fiscal policy had a highly sustaining
impact on demand. Bank credit expanded at an unprecedented rate and central
government budget deficit increased sharply. As noted, this outcome required
application of the traditional instrument, exchange rate adjustments. Developments
during the first half of this year show a greater success in restricting the expansion
of credit. But the tightening of fiscal policy indicated in the original budget for
1975 and in the economic policy package of April has been slow in eventuating.

Fiscal policy

The central government budget for 1974 as originally approved, was for a
small surplus overall indicating a slight tightening of budgetary policy compared
with the outcome for 1973. In the event, however, the current surplus was smaller
than expected resulting in an overall deficit of 3.29 billion kronur. The increase
in the deficit, equal to about 2.0 per cent of gross national product, was an impor¬
tant factor in sustaining strong demand pressures. In addition, Central Bank

Table 9 Central GoTernment Revenue and Expenditure

Accrual Basis

Billion kronur

1972 1973 1974 1975 1976

Budget
Account* Accounts Budget1 Accounts' Budget1

48.75

pro¬

posals1

Current revenue 18.53 24.88 30.12 37.72 57.40

Direct taxes 4.33 5.71 7.86 5.94 8.04 7.71

Social security contributions 0.61 0.73 0.87 1.20 1.45 2.08

Excise and sales taxes 6.15 8.15 10.02 15.51 21.75 27.46

Import duties 5.72 8.02 8.82 11.45 12.72 12.98

Other indirect taxes 1.50 1.97 2.30 3.23 4.37 6.56

Other revenue 0.21 0.29 0.25 0.39 0.42 0.61

Current expenditure 14.06 19.74 21.67 30.64 34.69 43.72

Consumption 5.04 7.11 8.33 11.12 12.37 15.75

Interest on public debt 0.34 0.46 0.41 0.79 0.72 1.17

Current transfers 8.68 12.18 12.93 18.73 21.60 26.80

To social security 5.68 8.10 9.93 12.01 14.50 17.19

Consumer subsidies 1.68 2.14 1.50 3.74 3.76 4.27

Other 1.32 1.94 1.50 2.98 3.34 5.34

Current savings 4.47 5.14 8.45 : 7.08 14.06 13.68

Gross fixed investment 1.59 2.13 2.65 1 3.01 3.97 5.05

Capita] transfers1 2.75

0.13

3.26

-0.25

5.14 ». 7.36 8.65

1.44

8.63

Revenue balance 0.66 -3.29

Financing: (excluding Central Bank)
Long-term borrowing, net 0.62 0.69 0.62 0.30 0.29

Short-term borrowing, net -0.64 -0.74 -0.88

0.40

-0.42

-3.41

-1.04

Overall cash balance4 0.12 -0.30 0.69

1 Cash baits.

2 Preliminary.
3 Mainly transfer* to public utilities and local government for invectment purpose» and to Investment Credit Funds.
4 Change in Central Bank position and cash balance.

Sources: Central Bank of Iceland, Annual Report 1973 and 1974; National Economic Institute, The National Eco¬
nomy 1973-1974; direct Icelandic communication to the OECD.
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financing contributed to the rapid expansion of bank credit. The pro-cyclical
outcome of last year's budget seems to have largely been due to the strong infla¬
tionary pressures. The budget was based on the assumption of substantially smaller
increases in prices and wages than occurred. Consequently, government expendi¬
ture rose at a considerably faster rate than had been planned. Rapid inflation
and the effects of the devaluation resulted in large increases in subsidies, social secu¬
rity allowances and pensions. In total, central government current expenditure
rose by 55 per cent in 1974.

In an attempt to tighten fiscal policy and to support the devaluation by raising
further the price of imported goods in krona terms, indirect taxes were increased
in May last year and again in September when consumer subsidies which had
been raised in May were also cut. These measures followed changes in March,
aimed at facilitating labour market agreements involving a shift from personal
income taxes to indirect taxes. Sales tax rates were substantially raised in several
steps in 197412, and there were marked increases in taxes on automobiles, petrol,
tobacco and alcohol; revenue from these sources was therefore considerably above
the budget estimates. Revenue from direct taxes, however, was well below the
initial estimates because of the shift from direct to indirect taxes mentioned above.

Direct tax revenue did not increase in line with nominal incomes in Iceland as taxes

are levied on the basis of the previous year's incomes and net current earnings.
Earlier OECD Surveys of Iceland have noted the pro-cyclical tendencies produced
by the tax collection system, especially in a highly inflationary situation. It seems

Table 10 Functional Breakdown of Central Government Expenditures1
Accrual basis

Billion kronur

1972 1973 1974 1975 1976

Budget
Accounts Accounts Budget Accounts Budget pro¬

posals

General expenditures' 2.17 2.98 3.19 4.98 4.69 5.41
Social affairs 10.06 13.97 17.42 21.33 26.43 32.67

Education, culture and church 3.12 4.28 5.55 6.64 7.94
Health 0.41 0.56 0.75 1.02 1.35
Welfare 6.53 9.14 11.12 13.67 17.14

Economic affairs 5.60 7.42 7.83 13.53 14.16 17.34

Consumer subsidies 1.68 2.14 1.50 3.74 3.76 4.27

Agriculture 0.82 1.19 1.25 2.21 2.18 2.81

Fishing 0.32 0.65 0.73 0.88 1.11 1.80

Manufacturing 0.09 0.22 0.24 0.27 0.43 0.73

Power 0.35 0.24 0.38 1.59 0.98 1.19

Communications 2.34 2.98 3.73 4.84 5.71 6.54
Other 0.56 0.76 0.97 1.17 1.95 1.97

Total 18.40 25.13 29.40 41.01 47.23 57.39

1 Including fixed investment and capital transfers.
2 Administration, foreign service and government pensions.

Sources: Central Bank of Iceland, Annual Report 1974; direct Icelandic communication to the OECD.

12 The changes in sales tax included: reduction of the 2 per cent special addition accruing to
the Vestmannaeyjar Emergency Fund by 1 per cent; new addition of 1 per cent earmarked to reduce
higher heating costs in dwellings due to the oil price increase (excluded from the wage compensation
index); 4 per cent increase to reduce direct taxation in order to facilitate wage settlements (excluded
from the wage compensation index); 2 per cent increase to tighten fiscal policy after the August
devaluation and the higher transfers and subsidies brought about by the depreciation and the wage '
increases. In total, the sales tax rate increased from 13 to 19 per cent during 1974.
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that the absence of a pay-as-you-earn system of income tax collection was an impoi-
tant cause of domestic imbalance in 197413.

The central government budget for 1975 initially provided for a small overall
surplus implying a considerable tightening of fiscal policy compared with last year's
budget outcome. Total expenditure, including gross fixed investment and capital
transfers, indicated an increase of some 15 per cent. As planned, this represented
a more or less unchanged volume of expenditure on assumed price and wage changes,
which in the event have turned out to be optimistic. The devaluation in February,
inevitable due to the rundown of foreign exchange reserves, as well as wage agree¬
ments early this year had serious implications for government expenditure. The
increase over and above the original budget estimate as a result of these events
amounted to 5.1 billion kronur, part of which has been incurred to keep down
the cost of living to facilitate wage settlements14. Agreement on wages also involved
a further shift from direct to indirect taxation. To increase progression of the
tax system and because an increase in direct taxation was not politically acceptable,
a temporary compulsory savings scheme was introduced for higher income groups.
Extensions and changes in the tax credit system introduced in 1974 will also increase
progression, but this may be offset to some extent by the shift to indirect taxes.
Furthermore, a special airport tax has been introduced of 350 and 2 500 kronur
per passenger on domestic flights and to foreign destinations respectively. By
April, the revised budget showed a deficit of some 3.9 billion kronur. The Govern¬
ment was authorised by the Althing to cut expenditure by 3£ billion kronur but
in the event only cuts of some 2 billion kronur could be agreed". Determined
to balance the budget, the Government introduced in July a special temporary
excise tax of 12 per cent on mainly non-essential goods having an estimated revenue
of 1.5 to 1.8 billion kronur in 1975. The revised budget implied a tightening of
fiscal policy in the second half of 1975. The budget proposals for 1976, which
were announced on 13th October, are for a continued restrictive fiscal policy. The
proposals are aimed at fiscal balance in 1976, with some reduction in transfers
being partly offset by the abolition of the temporary and special excise tax imposed
in July 1975, and an unchanged volume of public expenditure on goods and services.

Monetary policy

The persistence of excess demand conditions into the first half of 1974 prompted
the Central Bank in May to curb monetary expansion, the measures of 1973 having

13 The pro-cyclical impact of the government budget was even more marked for local govern¬
ment which experienced a substantial revenue deficit last year, financed by bank credit and transfers
from central government. Local government revenue is based on direct and real estate taxes
which have lagged considerably behind the inflation-induced increases in expenditure.

14 The following expenditure increases not envisaged in the budget have been incurred early
this year:

Million kronur

Increase on consumption and investment expenditure due to the devaluation 1 050
Increased costs of servicing public debt and guarantees for purchase of trawlers 650
Fertiliser subsidies 600

Higher salaries and social security benefits due to general wage agreements 1 300
Export subsidies to agricultural products underestimated 250
Higher consumer subsidies to compensate for increased wage costs in agriculture

and to facilitate wage agreements 1 000
Other 250

Total 5100

Source: Direct Icelandic communication to the OECD.

15 The cut included: investment projects 660 million kronur; transfers and operational
expenditure 860 million kronur; transfers to investment credit funds and local authorities
480 million kronur.
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largely been unsuccessful18. A credit ceiling limiting the growth of credit to 22 per
cent for the year as a whole was agreed with the commercial banks. A penalty
rate of interest of 18 per cent on the banks' overdrafts with the Central Bank was
introduced and bank deposit and lending rates were raised by 4 per cent in July17.
Sales of Government lottery bonds and Treasury bills, an issue of Government
Savings Certificates and the temporary import deposit scheme18, all helped to limit
the rate of growth of the money supply to 29 per cent in 1974, compared with 46 per
cent in 1973. The authorities, however, were unable to restrict domestic credit
expansion which grew by 62 per cent for the banking system and by 50 per cent
for financial institutions as a whole.

Several factors contributed to the rapid growth of credit. In particular, the
high level of activity and the acceleration of prices and cost generated a strong
demand for credit which the banks continued to meet even if it meant drawing to an
increasing extent on "lender of last resort" facilities with the Central Bank. The

Diagram 4 Money and Credit Expansion

3-months moving average; percentage change on 12 months earlier
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Source: OECD, Main Economic Indicators.

16 For details see "Calendar of Economic Events" in the OECD Survey of Iceland, Decem¬
ber 1974.

17 Interest rates have not often been used as an instrument for credit policy. Prior to 1973
bank deposit and lending rates had been unchanged since January 1966. In May 1973 rates were
increased by 2-3 percentage points in general and were left unchanged until July last year. Since
then rates range from 13 per cent on savings deposits to 16 per cent on 12-month time deposits.
The general rate for bank credit is 16 per cent. The main exception is export produce bills which
are discounted at 8 per cent; when rediscounted at the Central Bank, a rate of 1\ per cent is charged.

18 Import deposits of 25 per cent were to be blocked for 90 days. The scheme was stepped
down in successive stages from September to be completely abolished by the end of 1974. The
nature of the scheme made it essentially a monetary instrument.
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Table 11 Accounts of the Banking System1

Change during period;

Position
kronur billion

end- 1974

Kr. bill. 1973 1974

Fore- Jan. July

1975 1974 1975

Foreign assets, net -3.32 0.54 -8.19 -6.21 -7.62

Short-term foreign assets, net 2.10 1.15 -4.20 -1.90 -4.82 -3.18

Long-term foreign debt -5.42 -0.61 -3.99 -1.39 -4.44

Domestic assets 57.24 9.84 21.81 13.41 13.72

Central Bank credit 6.10 1.50 3.25 0.70 2.08 1.34

Deposit money bank credit* 46.36 7.72 15.21 11.60 9.73 6.61

Foreign funds relent by Central Bank 0.75 0.68 0.52 0.32 2.16

Foreign funds relent by deposit money banks 4.03 -0.06 2.83 1.27 3.61

Public depositary funds -4.14 -O.70 -1.90 2.90 -1.12 1.39

Other items, net -4.76 -0.50 -1.99 -1.96 -2.59

Money and quasi-money 45.03 9.18 9.73 12.20 4.12 4.90

Money supply 13.60 3.33 3.02 2.22 2.22

Currency in circulation 3.25 0.54 0.63 0.42 0.57

Demand deposits 10.35 2.79 2.39 1.80 1.64

Time and savings deposits 30.92 5.68 6.59 1.87 2.63

Advance imports deposits 0.51 0.17 0.12 0.03 0.06

Percentage change; annual rate

Domestic assets

Deposit money bank credit
Money and quasi-money
Money supply
Time and savings deposits

1 Consolidated accounts of Central Bank and deposit money banks.
2 Forecasts by the Central Bank of Iceland.
3 Including Treasury bills.

Sources: Central Bank of Iceland, « Monetary Developments »; direct Icelandic communication to the OECD.

38.5 61.6 70.1 44.5

32.9 48.8 25.0 55.9 25.6

35.1 27.6 27.1 21.4 19.4

45.9 28.5 40.5 29.6

30.5 27.1 13.6 15.0

increase in July to 24 per cent in the Central Bank's penalty rate on overdrafts
seems to have largely been ineffective as inflation enabled the increase to be easily
passed on to the borrowers. In addition, the automatic rediscounting of produce
bills added to credit expansion19. This facility is provided to cover the operating

19 Figures shown in Tables 11 and 12 do not reveal movements on accounts between the
Central Bank and deposit money banks. The separate account of the latter was as follows:

Change during period; kronur billion

1972 1973 1974

Foreign assets, net
Domestic credit1

Total

Financed by:

Deposits
Central Bank, net

Rediscounts

Other

Cash and other items

-0.13 0.14 0.96

3.87 7.72 15.21

3.74 4.86 16.17

3.56 7.94 8.72

-0.45 7.31

0.64 1.29 4.25

-0.64 -1.74 3.06

0.18 0.37 0.14

1 Excluding foreign funds relent.

Source : Central Bank of Iceland, Annual Report 1974.



Table 12 Growth of Credit from Financial Institutions

By uses:

Central Government

Municipalities
Enterprises

Agriculture
Fishing
Commerce and services

Manufacturing
Other

Households

For residential construction

Other

By sources:

Banking system
Central Bank

Deposit Money Banks
Investment credit funds

Pension funds

Total credit

Credit Per cent contribution to credit: expansion during year1 Percentage change during year

end 1974" 1971 1972 1973" 1974' 1971 1972 1973" 1974»
Kr. bill.

7.1 0.2 0.1 2,7 6.8 4.2 1.3 74.6 142.7

3.4 0.7 0.7 1.9 13.5 0.4 16.1 51.8

54.8 10.9 11.6 20.6 29.5 18.1 19.5 34.4 48.9

7.6 1.1 1.7 3.1 3.3 10.8 18.9 33.8 35.8

22.2 4.2 5.4 9.3 14.0 22.9 28.5 45.4 62.4

10.8 2.9 2.4 3.6 4.9 22.1 17.9 27.0 38.2

9.3 1.2 2.5 3.3 4.3 10.4 22.6 28.7 39.6

4.9 1.5 -0.5 1.3 3.0 21.7 -6.7 23.8 60.2

24.8 6.5 7.6 9.5 9.5 21.9 24.7 29.5 30.6

21.9 6.0 7.3 7.9 8.5 23.2 26.9 27.5 31.2

3.0 0.5 0.3 1.6 1.0 12.7 8.2 43.5 25.6

53.6 10.1 8.4 20.2 35.0 19.9 16.3 40.2 66.2

5.5 -0.2 -2.1 2.6 6.5 -54.1
. .

366.1

48.0 10.3 10.5 17.6 28.5 22.0 19.8 32.5 49.0

28.2 6.1 8.0 9.6 9.1 14.9 20.2 24.1 24.7

8.4 2.1 2.9 3.6 3.6 24.8 32.6 36.9 36.0

90.2 18.2 19.3 33.5 47.8 18.3 19.3 33.5 47.8

1 The figures show the change in credit by uses and sources in relation to total credit outstanding at the beginning of the year. Due to rounding, contributions may not always add to total
growth of credit.

2 Provisional data.

Sources: Central Bank of Iceland, Annual Report 1973 and 1974; direct Icelandic communication to the OECD.
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requirements for important industries, mainly the fisheries and agriculture, and
enabled partial automatic financing of last year's heavy stockbuilding of export
goods. Moreover, the overdrawing by the Treasury of its account with the Central
Bank to help finance the public sector deficit added to the growth of the money
supply and the credit expansion. Finally, there was a considerable increase in
the velocity of circulation of money. The increase in interest rates may have contri¬
buted to this development, but probably more important was the increasingly high
level of inflationary expectations.

Credit from non-bank financial institutions (investment credit funds and pen¬
sion funds) also increased sharply last year. Investment credit to industry rose
only moderately (by some 10 per cent) but that was due to exceptionally high loans
from the Fisheries Loan Fund in 1973 to purchase new trawlers. The non-bank
financial institutions constitute an important part of financial intermediation on
Iceland. By the end of 1974 they accounted for one-third of total credit to the
economy. The role of investment credit funds has been rapidly increasing over
the last three to four years and they have an important influence on economic deve¬
lopment. The investment credit funds are financed through earmarked taxes and
other government transfers, and own borrowing from domestic and foreign sources.
Borrowing requirements are to some extent co-ordinated under the Development
Fund, through which a certain Government influence is exercised on their opera¬
tions. It is also possible to underline Government priorities through the transfers.
But on the whole they seem to maintain an important degree of autonomy which
complicates the setting of economic policy. Last year the funds' revenue from
transfers increased sharply primarily due to automatic revenue increases from
earmarked indirect taxes. Development Fund financing of the investment credit
funds in 1974 was cut by 25 per cent by Government decision in May, which consi¬
derably reduced the funds' lending capacity. In the event, credit granted by the
credit funds increased by 25.2 per cent. Pension funds only account for one-fourth
of credit from non-bank financial institutions, but they provide an important part
of credit for residential construction.

The failure to restrain the growth of credit within the 22 per cent target ceiling
in 1974, represented a major weakness of monetary policy. Recent monetary
developments in 1975 suggest a more successful policy stance. In February, the
commercial banks agreed with the Central Bank that credit, apart from rediscounts,
should not increase for a three-month period. This target was achieved, and in June
it was agreed to extend the no-growth ceiling until the end of the year. But the
reduced demand for credit was an important factor in the success of policy. To
support the credit policy, the average reserve requirements of deposit money banks
were increased in February from 22 to 23 per cent retroactive to 1st January, thereby
reactivating the 30 per cent marginal reserve requirements. In an attempt to improve
the control of credit, the Government has recently initiated work on a comprehen¬
sive credit budget which will be considered by Parliament at the same time as the
1976 budget proposals.

Exchange rate adjustments

Since the beginning of last year the krona has been adjusted downwards at an
unprecedented speed. During 1974 the effective krona rate depreciated by 31.7 per
cent. By the end of March this year the effective rate had depreciated by 45.5 per
cent from a year earlier*0. This development followed the April 1973 appreciation

20 This refers to the conventional definition of the effective exchange rate in terms of foreign
currency per krona. To assess the impact on domestic prices, it is more useful to consider the change
in the average krona price per unit of foreign currency; this totalled 46.4 per cent during 1974 and
83.5 per cent from end-March 1974 to end-March this year.
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Diagram 5 The Effectue Krona Rate and Selected Spot Rates
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of the krona in response to the favourable terms of trade. From the opening months
of last year the oil price increase and slack demand for Icelandic exports, together
with the domestic demand boom, exerted pressure on the foreign exchange position.
A controlled float, involving only minor changes in the krona-dollar rate, brought
the krona downward from February onwards vis-à-vis most European currencies.
Partly forced by speculation which boosted imports, the krona was devalued against
the United States dollar by 4 per cent in May. Demand-management measures
were proposed to the Althing to support the adjustment, but failed to gain accep¬
tance. The krona again came under heavy pressure in August due to speculation
about a depreciation and uncertainties regarding general economic policy. Foreign
exchange transactions were suspended for ten days after which the krona was deva¬
lued against the United States dollar by 17 per cent. The krona was subsequently
appreciated slightly against the dollar to offset the deterioration of the dollar vis-
à-vis most European currencies. However, foreign demand for Icelandic exports
continued to weaken and measures taken after the August devaluation were not
sufficient to prevent an acceleration of imports. By February this year foreign
exchange reserves were almost exhausted and the krona was again devalued against
the United States dollar, this time by 20 per cent.

Partly as a result of deteriorating terms of trade and the high rate of domestic
inflation, this policy has in itself been highly inflationary. The devaluations were,
at least as far as the February 1975 adjustment was concerned, inevitable to the
extent that reserves had been exhausted. But the continuing depreciation of the
krona has only been an alternative to other policy measures, generally with an
earlier intervention required. The objectives of the exchange rate policy seem to
have been, firstly, to help transmit a negative impact on disposable incomes follow¬
ing the loss in real national income from terms of trade deteriorations. This
should have an income effect on imports, and, possibly, a substitution effect in
favour of domestic products. And secondly, to improve the competitive position
of the export sectors, mainly the fisheries. By obtaining higher export revenue
in kronur terms this sector should be better able to meet domestic costs, such as

wages and amortisation of domestic debt21. However, the use of exchange rate
adjustments has had an adverse impact on other policy objectives, particularly
that of price stability, which might have been avoided to some extent by a different
policy mix.

Price and incomes policies

Price controls, in force during most of the post-war period, remained tight
during last year by several prolongations of a "price freeze". The Price Control
Board announced increases in wholesale and retail mark-ups in March last year and
in April this year22. To cushion the impact of higher import prices following the
devaluations in August and February, all mark-ups were modified as a general
rule to be applied only to 30 per cent of the effect of the devaluations.' Unfortu¬
nately, information is very scarce on the success of this policy. Requests for price
increases over and above the general mark-ups, and above maximum prices for
services, have reportedly been submitted in a large number to the Price Control
Board23. Agricultural prices, very important because of their heavy 'impact on

21 Recent devaluations have been followed by legislation providing for appropriation of
exchange rate gains on export stocks of fish products to be transferred within the fisheries.

22 In March last year wholesale and retail mark-ups were increased by 7 and 10 per cent
respectively, and in April this year all mark-ups were increased by 12 per cent on average.

23 The Board is composed of 4 members from trade unions, 4 from employers' federations
and a Chairman appointed by the Ministry of Commerce. Requests can generally be reduced or
delayed, but are rarely completely turned down.
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the cost of living, have been revised frequently to compensate for higher costs24.
As mentioned elsewhere in this Survey, these increases have largely been by subsidies
in order to reduce the current need for compensation to wage earners and as steps
by Government to temporarily abolish wage indexation.

Traditionally concentrated on the fisheries, incomes policies have constituted
an important element in mitigating undesired movements in wages and profits
resulting from fluctuations in export revenue. The experience over the last couple
of years has not been very promising, however. The acceleration of world market
prices for Icelandic fish products in 1973 was very soon passed on to the basis prices
for the operations of the Fisheries Price Equalisation Fund26. Payments into
the Fund continued to be very modest compared with the increase in revenue of
the fisheries in 1973. Following the decline in export prices last year, FPEF basis
prices were adjusted downwards, but the funds are only expected to be sufficient
to support revenue over a very short period, with the present level of basis prices.
The situation is particularly critical for capelin, where funds have been exhausted
in the first half of 1975. Thus, instead of dampening medium-term fluctuations
in revenue the FPEF has so far only provided a short-term stabilisation of prices.
In September last year the quota for FPEF payments was raised from 50 to 75 per
cent of the difference between the basis price and the market price, thereby increasing
the potential strength of this instrument. An important shortcoming in the pre¬
sent situation still remains to be solved, namely the fact that FPEF operations are
limited to price fluctuations only, while movements in the volume of catch or exports
are not offset.

Another part of income regulations in the fisheries is the special export duties
earmarked for purposes such as the Capitalisation Fund for Fishing Vessels and
the Insurance Fund. In September last year payments to these funds were increased
and a new fund, the Oil Fund for Fishing Vessels was established. Financed by
export duties (4 per cent according to category) the Fund subsidises fuel oil
prices. Since Iceland is essentially a price taker, these export duties are totally carried
by the fisheries itself and the impact is therefore limited to redistribution of income
within the sector. This is possible by allowing for certain cost of fishing operations
to be centrally funded so that the export revenue is reduced accordingly. The
need for revisions of raw fish prices and the very rigid, politically sensitive share
system between crew and vessel owners is consequently reduced. The oil price
increase in 1973 caused the export levy system to be extended substantially. The
system is now being studied by the authorities to see how its role may be reduced
and thereby avoid possible distorting effects on resource allocation and cost effi¬
ciency in the industry.

In the more recent period, the Government has increasingly used fiscal policy
measures as part of a total policy package aimed at reducing the rate ofwage increases.
As noted earlier, wage indexation was suspended temporarily from May 1974 and
under the June 1975 settlement remains suspended until December this year26. Due
to the high rate of inflation the overall outcome of the recent settlement implies
a substantial decline of real disposable income in the current year. While the
renewed efforts of the authorities to restrain wage increases are to be welcomed,

24 See Annex for details.

25 Agreements between the fishing fleet and the fish processing industry regarding raw fish
prices are not usually subject to Government control, but there is a frequently used arbitration
mechanism in which a Government appointed Chairman has the casting vote. But FPEF basis prices
and the quota of the difference between basis prices and actual export prices to be paid into (or
from) the FPEF are subject to approval by the Ministry of Fisheries. This important instrument
permits at least in principle a regulation of income in the fisheries over time. For details regard¬
ing the operations of the FPEF, see page 29 of the 1972 OECD Survey of Iceland.

26 See page 12 and Annex for details.
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it remains to be seen whether the initiative will continue to be successful. In par¬
ticular, it seems that the effect of exchange rate policy may run counter, to some
extent, to efforts on the incomes side.

m PROSPECTS AND POLICY CONSIDERATIONS

Short-term prospects

The available data on the development of the economy indicate that 1975
is a difficult year for Iceland. Both demand and output are expected to fall sub¬
stantially, the current external deficit, while improving, is likely to be large, and infla¬
tion remains a major problem. The terms of trade have substantially deteriorated
for the second consecutive year. In assessing prospects for 1976, on the basis of
unchanged policies, recent trends in the current external account seem to be of
particular importance. Largely reflecting weak domestic demand, import volumes
fell sharply in the first half of 1975. With import prices in dollar terms rising by
about 10 per cent above the 1974 average, import volumes may have fallen at an
annual rate of about 17 per cent in the first half of 1975, which is in line with the
official forecast. As domestic demand is expected to remain depressed in the
second half of the year, and may weaken further, it is likely that the 16£ per cent
forecast fall in the volume of imports (see Table 6) will be achieved.

The major difficulty is the export side, which has been much weaker than the
authorities expected. The prolonged trawler strike in mid-year reduced the catch,
as did the imposition of quotas for the North Sea herring fisheries and the collapse
of the Japanese market for frozen capelin. These were the main factors prompting
the authorities to reduce the forecast of production from 4 to 2 per cent. While
stocks of fish products are at a high level, an improvement in exports in 1975 will
depend mainly on a recovery in world demand in the second half of the year, the
prospects for which are very uncertain. In the first five months of the year, the
volume of exports fell by around 6 per cent, and export prices by about 5 per cent
from the 1974 levels. Developments in the first half of the year have led to the
official forecast published in April of a 13^ per cent rise in the volume of merchan¬
dise exports to be revised down to 5^ per cent. In addition to the sluggishness
of world demand, exports of fish products have been adversely affected by the
increased use of protective trade barriers by many countries. The measures have
included substantially increased subsidies, higher tariffs, import deposit schemes,
export subsidisation and straightforward landing bans. After taking account of
these factors, and in view of recent trends, the revised estimate of 5J per cent may
be a little optimistic. Thus the improvements in the trade and current account
deficits for 1975 are unlikely to be as substantial as those shown in Table 7.

Turning to 1976, the outlook for imports will depend to a large extent on the suc¬
cess of the June incomes settlement in achieving wage moderation and on the policies
which will come into force in December. Real personal disposable income is
expected to fall substantially in the second half of 1975, which should ensure that
the demand for imports remains weak into 1976. On the assumption that the
December settlement will be similar to the June settlement and that the stance of

demand-management policies is restrictive, the volume of imports in 1976 may
well fall below the 1975 level. After allowing for price rises in dollar terms a little
higher than those expected in 1975, it is not improbable that the value of imports
may remain about unchanged, or rise slightly. With world demand expected to
pick up next^year, a considerable improvement in Icelandic export values could
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occur. Although the improvement may be mainly on the volume side, export
prices could rise in line with import prices, leaving the terms of trade approxi¬
mately unchanged. If exports do pick up relatively as well as expected, the current
external deficit should be reduced.

Progress in reducing the extremely high current rate of inflation will also have
an important bearing on developments in the economy. A further slowdown
in wage rises is expected to occur in the second half of 1975, but with real incomes
reduced substantially there is a possibility that pressures to compensate for past
losses will be strong at the time of the next wage negotiations due at the end of
this year. If this occurs and large compensating claims are successful, domestic
cost pressures will remain strong. This could force the authorities into further
large devaluations which would aggravate the problem. Whether devaluations
can be avoided, depends largely on decisions about support for the fisheries and on
the pressure of domestic costs and demand. If such support is minimised, restric¬
tive demand-management policies are pursued, and the growth of incomes is kept
in line with price rises, a substantial reduction in the recent rate of inflation of almost
50 per cent may be achieved; indeed, the rate of inflation could be halved next
year. However, the task will not be easy and will require the full support of
employers and employees.

The outcome of the next round of wage negotiations will clearly have an impor¬
tant bearing on the pattern and strength of domestic demand in 1 976. The large fall
in real incomes this year will probably ensure little changes in consumer spending
in the early part of the year. Thereafter, a wage settlement which maintained
real incomes unchanged, would hold the decline in private consumption which
by then will have lasted around eighteen months. Public consumption this year
is expected to be the same in real terms as in 1974. The 1976 budget proposals
suggest that the volume of current public spending will be at about the same level
as in 1975. Public investment, on the other hand, will probably continue to be
buoyant, reflecting largely expenditure on energy projects. Private fixed investment,
however, may remain sluggish. If there is little or no recovery in private consump¬
tion, a further slowdown in manufacturing might be expected. At the same time,
residential investment is unlikely to show any marked increase. If the main com¬
ponents of demand follow broadly the patterns above, final domestic demand next
year would be unchanged, or perhaps fall a little. A recovery in export volumes as
described above would be initially reflected in a rundown of stocks followed
by increasing production, depending on the availability of fish. Thus, on the
basis of the assumptions used, the real gross national production could be expected
to rise somewhat in 1976, possibly restoring about half the fall expected for
this year.

Policy considerations

Undoubtedly the principal problem facing the Icelandic authorities is inflation.
During the post-war period, Iceland has had the highest rate of inflation among
Member countries, but until the recent acceleration of prices to a rate of about
50 per cent, the institutional arrangements devised to limit the distortions caused
by inflation to a minimum, seem to have worked reasonably well. As stressed
in last year's OECD Survey of Iceland, however, the rapid inflation which has
developed recently provides grounds for questioning whether existing adjustment
procedures would prove to be effective. A further year's experience suggests that
they have not been and that inflationary developments have given rise to critical
policy impasses which may require greater emphasis being given to the objective
of improved price stability.
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Given the openness of the economy and the one-sidedness of its exports, the
problem of coping with destabilising external influences is probably more difficult
for Iceland than for most other Member countries. Powerful and flexible policy
responses are therefore essential. As pointed out in earlier OECD Economic
Surveys of Iceland, it seems that major improvements in policy-making are required
if a durable reduction in the rate of inflation is to be achieved.

First and foremost there is a need to reduce the impact on growth and inflation
of the large fluctuations of earnings in the fishing industry which are a major source
of instability. Sharp increases in these earnings create claims for income increase
in the rest of the economy for which there may be no basis, while the measures tra¬
ditionally taken to sustain earnings in a downturn have been highly inflationary.
The Fisheries Price Equalisation Fund established in the early seventies to smooth
the earnings of the fishing sector over time, was a step in the right direction, but
the Fund has been operated in such a way that its influence during the boom of
1971 to 1974 was modest. In 1973, for example, payments into the Fund were
too small to prevent a sharp increase in incomes in the fishing sector and subse¬
quent claims for similar increases in other sectors. Large outpayments from the
Fund in the depressed conditions of 1975, however, have helped to cushion the
fall in demand and to sustain employment in the export sector. A major refoim
of the Fund, significantly increasing its stabilising effects or the introduction of
other mechanisms to this end would seem to be required. While recognising
that there may be some opposition to improving the operation of the Fund for
stabilisation purposes, the social and economic benefits which would arise there¬
from would seem to warrant careful appraisal of the political considerations Indeed,
the substantial benefits received by the export sector in the recent period indicates
that a reappraisal of the potential role of the Fund in periods of rapid growth,
would be appropriate at the present time.

A second essential requirement is for more effective monetary and fiscal man¬
agement. On the monetary side, use of a more active interest rate policy has pro¬
bably contributed to the recent success of the Central Bank in restricting the growth
of credit within narrow limits. The demand for credit has probably weakened
recently, and it has yet to be demonstrated that another bout of rapid credit expan¬
sion can be avoided when domestic demand pressures strengthen. A major weak¬
ness in this context is the lack of direct control by the Central Bank on the opera¬
tions of non-bank financial institutions, a point stressed in last year's Survey. It
was noted that the lending activities of these institutions were an important factor
explaining the excess demand conditions of 1973 and 1974. Clearly, a repe¬
tition of the earlier exorbitant growth of non-bank credit would be undesirable
in the recovery phase and it would seem essential that direct controls be extended
to cover the non-bank financial institutions if monetary policy is to be used as
an effective counter-inflationary weapon. The recent announcement that a com¬
prehensive credit budget for 1976 is to be presented to Parliament is welcome and
may prove to be an important move in improving monetary management if accepted
by Parliament.

As regards fiscal policy, there seem to be two main areas of concern. First,
there is the control of public expenditure. Despite the reforms of October 1973
which gave the central government improved control of total public finance, diffi¬
culties continue to be experienced. Largely reflecting the effects of accelerating
inflation, the last two years have witnessed substantial increases in government
expenditure over and above the budget estimates. As noted above, the Govern¬
ment acted in July to cut the growth of public expenditure which seems to have
been appropriate in terms of stabilisation policy, but a more effective longer-term
solution to the problem of budgetary control would seem to call for a thorough¬
going reappraisal of existing methods. Secondly, the management of the economy
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would be improved if agreement could be reached on the desirability of introducing
a full PAYE system of income taxation collection, a point made in earlier OECD
Surveys.

In addition to the inflation problem, high priority also needs to be given to
reducing the current external deficit. Although the deficit in 1976 seems likely
to be lower than in 1975, it is nevertheless expected to be large, perhaps to the extent
of 5 to 6 per cent of GNP. At the same time, the external reserve position is very
weak, and there is a relatively big and growing debt servicing burden. These external
considerations would seem to leave no scope for increasing domestic demand.
However, success in achieving a durable reduction in the rate of inflation and better
external balance would make room for reflationary action to maintain continued
full employment. It is to be hoped that the necessary restraint on the growth of
private real disposable incomes can be achieved through considered policy mea¬
sures and reasonable income settlements accompanied by slower inflation, rather
than renewed acceleration of price rise. In this context, forthcoming income
policy negotiations would seem to offer a valuable opportunity to capitalise on
the recent marked deceleration in both prices and wages.
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Annex

CHRONOLOGY OF MAIN ECONOMIC POLICY EVENTS

January 1974 - October 1975

1974

lanuary

Tariffs reduced in accordance with EEC and EFTA agreements.

Prices of alcohol and tobacco raised by 25 and 5 per cent respectively.
Raw white fish prices for period January-May raised by 11.5 per cent on

average. FPEF reference prices for frozen and salted white fish for same period
raised approximately in line with expected market prices.

Capelin prices for freezing and reduction raised by estimated average 92 and
77 per cent respectively. At same time, Government decided to impose new
5 per cent export levy on all capelin products, with proceeds to subsidise fuel oil
for whole fishing fleet. FPEF reference prices for capelin season imply some
payments to the Fund (possibly of order Kr. 100-200 million).

Central bank purchase of Kr. 300 million worth of Treasury bills for release
to deposit money banks.

February

Court of Arbitration decides on the pay dispute between Federation of
University Graduates and Treasury. Initial basic pay increase of 3 - 4 per cent
followed by 3 per cent on December 1, 1974 and on September 1, 1975. Indexa¬
tion clause unchanged.

Federation of Labour and Employers' Federation sign new two-year "frame"
agreement (for period February 26, 1974 - March 30, 1976) providing for initial
average general increase in basic rates of about 12 per cent, special increases for
lowest-paid and reclassification of jobs (altogether bringing initial pay increase
up to about 20 per cent on average). Further 3 per cent general increases on
December 1, 1974 and June 1, 1975. Agreement covers directly about 60 per cent
of total wage bill and indirectly additional 10 per cent. Subsequent settlements by
individual unions (particularly of skilled workers) tended to exceed frame agree¬
ment provisions in many cases by 5 to 10 per cent for initial pay increase.
Indexation clause unchanged except for exclusion of changes in alcohol and
tobacco prices from compensation index.

Prices of capelin for reduction cut by 10 per cent. FPEF reference prices
unchanged.

March

Prices to farmers raised by 18 per cent, of which 14.3 percentage points due to
26.9 per cent increase in imputed wage component (19.5 per cent following new
wage agreement and 6.2 per cent due to increase in wage compensation index).

Revised wage compensation index under new wage agreement (basis February
1974: 100 = old index 149.89) rises to 106.18.
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For 12-month period starting March 1, 1974 the 2 per cent supplement to
general sales tax accruing to Vestmannaeyjar Emergency Fund reduced to 1 per
cent. In the same period new 1 per cent sales tax to be levied, with proceeds to
reduce effects of oil price rise on cost of heating dwellings. Price effects of this new
tax excluded from wage compensation index.

Amendments to legislation on customs duties, involving mainly reduction in
tariffs on machinery and raw materials and consequent upon tariff changes ac¬
cording to EFTA and EEC trade agreements reduction of various fiscal tariffs
(e.g. on imports from third countries).

Price Control Board announces average increases in wholesale percentage
markups of 7 per cent and in retail percentage markups of 10 per cent.

State Lottery Bonds for Kr. 250 million sold through Central Bank to Finance
ring-road project.

To facilitate February incomes settlements, Government agreed with unions
on certain changes in taxation and housing policy fields, that were effected by legis¬
lation:

(/) State personal income tax reduced through increasing personal allowances,
raising tax brackets, reducing marginal tax rates (maximum rate lowered
from 44 to 40 per cent) and introducing tax credits. Net effect on revenue
estimated at Kr. 3 400 million reduction (annual rate). Tax credits
exceeding State income tax primarily intended to offset other State or
local taxes, but may be paid out under certain circumstances.

(ii) General sales tax increased by 4 percentage points (effective March 25)
to offset cost of (i) above. Resulting price rises excluded from wage com¬
pensation index.

(Hi) Payroll tax increased by 1 per cent (effective April 1), proceeds to accrue
to State Building Fund to finance construction of dwellings especially
for lower-paid.

Tobacco prices increased by 10 per cent.

April

Wage agreement between Treasury and Federation of Public employees and
Federation of University Graduates, providing for Kr. 1 1 17 increase in basic monthly
salary rates as of April 1.

May

Krona devalued by 4 per cent vis-à-vis US dollar.

Wage agreement between merchant marine mates and shipowners for period
to September 1, 1976 (thus ending 19 days strike by officers) providing for initial
increase of 22 per cent in basic rates and further increases in three subsequent in¬
stalments of 3 per cent each.

Wage agreement between printing unions and employers for period to April 1,
1976 (thus ending 43 days strike) providing for initial increase of 35 per cent in basic
rates and further instalment increases as for Federation of Labour agreement (see
under February).

Special agreements concluded separately with all unions within Federation of
Public Employees and most unions within Federation of University Graduates,
providing mainly for reclassification of jobs. Together with initial increases under
wage agreement (see under February) estimated effect is to raise income on average
for all public employees by just under 20 per cent, with slightly higher increase for
lower paid.
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Package of stabilisation measures introduced:

(i) Provisional legislation enacted :

(a) Freezing till August 31, 1974: Raw fish prices; wage compensation
index; wage component of standard farm account (on which agri¬
cultural price reviews are based).

(b) Strict price control should be maintained until August 31.
(c) Provisions for indexing loans granted by Investment Credit Funds

from proceeds of index-linked bonds purchased under special agree¬
ment by pension funds or of index-linked Government Savings
Certificates.

(ii) Introduction of import deposit scheme for period up to end-September
1974, covering about one-half of merchandise import payments. Im¬
porters required to deposit 25 per cent of value of imports in blocked
account with Central Bank for 90 days, on which interest at 3 per cent
(annual rate) paid. Exceptions cover mainly ships, aircraft, basic
foodstuffs, fertilizers, industrial raw materials, fishing gear, and petroleum
products as well as items imported against credit exceeding 12 months.

(///) Consumer subsidies increased by Kr. 180 million per month (i.e. at annual
rate of Kr. 2 160 million). Effect estimated to reduce new wage compen¬
sation index (base February 1974 = 100) by 8 points.

(iv) Development Fund financing of Investment Credit Funds for 1974 reduc¬
ed by 25 per cent.

(v) Agreement between Central Bank and commercial banks on 22 per cent
target ceiling rate of increase for bank lending during 1974. Central
Bank penalty interest rate on "lender-of-last-resort" loans raised from
16 to 18 per cent.

(vi) Special automobile tax raised from 25 to 35 per cent (cif value) for pas¬
senger cars and from 15 to 20 per cent for other categories, to yield estimat¬
ed Kr. 180 million (annual rate).

(vii) Alcohol and tobacco prices raised by 15 per cent to yield estimated
Kr. 550-600 million (annual rate).

Government savings certificates of Kr. 400 million issued for financing public
investment.

July

Bank deposit and lending interest rates raised by 4 percentage points (however,
rate for rediscountable producer bills raised by only 1 percentage point). Rate for
general savings accounts now 13 per cent and for 12-month savings accounts 16 per
cent.

August

Central Bank penalty interest rate on "lender-of-last-resort" loans raised from
18 to 24 per cent.

Prices to farmers raised by 9.5 per cent, mainly to cover 45 per cent increase
in cost of fertilizers.

Parliament confirmed provisional stabilization legislation enacted in May and
extended its validity to end-September.

Krona devalued by 17 per cent vis-à-vis US dollar after eight days suspension
of foreign exchange dealings.
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Legislation enacted providing for exchange rate gains on fish stocks due to
devaluation (estimated at Kr. 1 650 million) to be appropriated for subsequent
transfer within fisheries sector. Part (estimated at Kr. 850 million) earmarked for:

(i) Payment of increases (due to devaluation) in freight costs.
(») Offsetting exchange rate losses of Fisheries Price Equalisation Fund.

(Hi) Payment of oil subsidies to fishing fleet during June-September 1974.

September

First reduction in step-wise abolition of import deposit scheme. Deposit
rate reduced from 25 to 20 per cent, with four reductions of 5 percentage points each
to follow at monthly intervals from end-September.

Price Control Board decision that percentage markups should only be applied
to 30 per cent of higher import costs due to the devaluation.

Petrol tax raised by 60 per cent (from 10 to 16 kronur per litre) and road taxes
on diesel vehicles raised correspondingly. Yield estimated at Kr. 700 million
(annual rate).

Provisional legislation enacted concerning fisheries sector:

(/) "Oil Fund for Fishing Vessels" established to subsidise fuel oil costs to
fishing fleet. Financed by special 5.5 per cent export levy on fob value
of salt and stock fish and 4 per cent on other fish exports. Estimated
yield of levy ca. Kr. 1 230 million (annual rate).

(#) Maximum rate of payments and receipt of Fisheries Price Equalisation
Fund raised from 50 to 75 per cent (of difference between market and
reference prices). Move designed to help freezing plants to which pay¬
ments are expected to accrue.

(hi) Balance of funds appropriated from devaluation gains on fish stocks
after meeting earmarked payments (see under August) to be mainly paid
to owners of stern trawlers to meet interest and amortisation payments
of foreign loans and to fish-processing firms.

(iv) Raw fish prices not to be raised by more than 1 1 per cent on average for
period from September 1 to no sooner than December 31.

(v) Volume export duty on marine products raised by 40 per cent (equals
^ increased cost of foreign currency since beginning of

yèir) to meet higher insuiance value of vessels. Annual yield estimated
at qctra Kr. 130 million. Share of export duty revenue (excluding special
Oil Fund levy) accruing to Insurance Fund for Fishing Vessels raised
from, 85 to 87.8 per cent, yielding extra Kr. 20 million (annual rate).

(v/) Alio ent accruing to Capitalisation Fund for Fishing Vessels set at 15 per
cent f value (before share allotment) of all catch landed at home (instead
of 1 per cent previously, except for herring where rate reduced from
20 cent) and corresponding change foi landings abroad. This change
in ital allotment implies increase in average allotment (and so of raw
ma rial costs of fish-processing industry) of 4.6 per cent.

Cons er subsidies reduced by Kr. 500-600 million (annual rate).

rices to farmers raised by 2.4 per cent, owing mainly to increased capital costs.

October

Various indirect tax rates and charges raised:

(i) General sales tax by 2 percentage points to yield estimated Kr. 1 800 mil¬
lion (annual rate).
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(iï) Regional price equalisation tax on electricity converted from lump-sum
addition to 13 per cent tax on retail price, to yield estimated Kr. 380 mil¬
lion (annual rate).

Incomes and prices policy legislation (valid till May 31, 1975) comes into force:

(i) Wage indexation system replaced by pay equalisation scheme for low-
income recipients. Compensation payments amount to Kr. 3 500 per
month on ordinary-time earnings up to Kr. 50 000 per month, with
sliding scale reduction thereafter up to monthly income of Kr. 53 500 at
which equalisation payments cease. Total wage and salary bill for the
whole country is expected to increase by 6-6^ per cent. For lowest earn¬
ings the increase will amount to some 10 per cent. Provision, however,
for review of scheme if cost of living index increase exceeds 358 points.

(H) Increase of Kr. 5 000 (to Kr. 20 000) in annual family allowance per child.
Estimated cost Kr. 280 million (annual rate).

(Hi) Increase in guaranteed income limits for old-age and disabled pensioners
by 10 per cent; i.e. by estimated amount of increase in lowest wage earners'
income due to pay equalisation scheme listed under (i) above. General
pension rates raised by 6 per cent; i.e. by estimated amount of increase in
total wage and salary payments due to pay equalisation scheme listed
under (i) above,

(iv) Consumer subsidies not to be reduced during currency of legislation.
(v) Existing price control provisions (i.e. "strict price surveillance") to remain

in force.

Sale through the Central Bank of Kr. 80 million worth of State Lottery Bonds
for financing road construction.

November

Sale through the Central Bank of Kr. 150 million worth of State Lottery Bonds.

December

Wage rates increased by 3 per cent as provided in February agreement.

Prices to farmers raised by 9.7 per cent, owing mainly to pay equalising compen¬
sations for low-income recipients (see October), the 3 per cent rise in wage rates on
December 1, and higher cost of feed.

Consumer subsidies raised to offset 3 per cent wage increase in standard farm
account. Estimated cost: Kr. 110 million (annual rate).

Average alcohol and tobacco prices increased by 15 and 10 per cent respectively.

Legislation on appropriation of exchange rate gains due to the August devalua¬
tion confirmed by Althing with certain alterations:

(i) Exchange rate losses of FPEF will not be covered as originally decided
(see August).

(H) Owners of fishing vessels with foreign debt partly compensated for higher
amortization costs by grant of Kr. 600 million.

(in) Operating losses of smaller vessels in 1974 covered by grant of Kr. 250 mil¬
lion.

(j"v) Stern trawlers supported by Kr. 230 million.

Tax index, regulating personal allowances and tax schedule, increased by 51 per
cent for 1975 personal income taxes. The increase corresponds to estimated increase
in personal incomes in 1974.
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Effective from January 1, 1975, imported machinery for use in import competing
industries exempted from sales tax according to provision in the 1975 Budget.
Estimated loss of revenue in 1975 Kr. 100 million.

ReaL-estate-tax-index-for-1975-4B6Feased from 145 to 200.

"^^-Oii Facility borrowing from IMF ounting to SDR 15.5 million (leaving
SDR 1.7-ogillion of 197£sjJlo er Oil Facility). The loans carry a 7 per
cent interest îâfé'âhcTnin over 7 years with no payments during the first three years.

1975

January

Tariffs reduced in accordance with EEC and EFTA agreements.

Central Bank purchase of Kr. 300 million worth of Treasury bills for release to
deposit money banks.

First issue (1964) of Government Savings Certificates fell due at an estimated
redemption cost of Kr. 700 million, for which amount the Treasury had provided
in the 1975 budget.

Government issue of Savings Certificates for the financing of public investments
(Kr. 910 million sold in the period January-June).

Capelin prices for reduction reduced in line with falling world market prices
for fish meal. Share prices cut on average by 40 per cent. New FPEP prices
imply payments from the Fund to the effect of exhausting deposits on the capelin
meal account during this winter season.

February

Pay equalisation scheme (see October) up for review since cost of living index
reached 372 points or 14 points above threshold.

Capelin prices for freezing reduced by 63 per cent.

Krona devalued by 20 per cent vis-à-vis US dollar after two days suspension of
foreign exchange dealings.

Price Control Board decision that percentage markups should only be applied
to 30 per cent of higher import costs due to the devaluation.

Legislation providing for appropriation of exchange rate gains on export stocks
of fish products to be transferred within the fisheries.

Raw white fish prices changed to more progressive price setting by size, imply¬
ing increased share prices of 14-15 per cent. New FPEF prices imply payments
from the Fund of some Kr. 1 100 million for frozen products and approximately
the same amount in receipts for salt fish.

Capelin prices for reduction increased by 25 per cent. New FPEF prices
imply as decided in January exhaustion of deposits during this season.

For 10-month period starting March 1, 1975, the 1 per cent supplement to
general sales tax accruing to Emergency Fund increased to 2 per cent. Total yield
of 2 per cent estimated at Kr. 1 750 million of which 68 per cent is earmarked for
Vestmannaeyjar and the rest is earmarked for Nordfjôrdur (to compensate for
damages by avalanche in December 1974). Extension until February 29, 1976, of
1 per cent to sales tax to cover higher cost of heating dwellings and to finance geo-
thermal heating. Both additions are excluded from wage compensation index.
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Automobile tax raised from 35 to 50 per cent and from 20 to 25 per cent of cif
value for passenger cars and other cars respectively.

Alcohol and tobacco prices raised by 15-25 and 15 per cent respectively. Esti¬
mated yield Kr. 350 million (annual rate).

Agreement between Central Bank and commercial banks on zero rate of increase
for bank lending (excluding rediscounts of produce bills and lending to the Develop¬
ment Fund in accordance with prevailing agreement whereby commercial banks
lend an amount equivalent to 10 per cent of the increment of their total deposits)
for three-month period beginning March 1. Average reserve requirements for deposit
money banks increased from 22 to 23 per cent, effective retroactively to January 1.

March

Prices to farmers and retail prices of agricultural products raised by 5.6 and
6-7 per cent respectively.

Consumer subsidies raised by Kr. 200 million (annual rate) lowering cost of
living index by 1^ points.

Provisional agreement between Federation of Labour and Employers' Fed¬
eration covering period March-May. Ordinary time monthly earnings up to Kr.
69 000 increased by Kr. 4 900, with sliding scale reduction up to earnings at Kr.
73 900. This implies 13 per cent increase for lowest paid and 10-11 per cent increase
on average for those covered by the agreement.

April

Wholesale and retail precentage mark-ups raised by 12 per cent on average.

Fiscal policy package passed by Althing:

(i) Authorisation for Government to cut expenditure by Kr. 3 500 million
in 1975.

(//) Reduction of direct taxes by Kr. 1 000 million and Kr. 400 million for
central and local government respectively.

(hi) Tax credit system extended to include personal allowances deductible
from taxable income and family allowances previously paid by social
security system,

(iv) .Reduction injùnly on food, amounting to some Kr.
' 850 million (annual rate). "

(v) Special airport tax of Kr. 2 500 and Kr. 350 per passenger to abroad
and on domestic flights respectively. Estimated yield Kr. 200-250 mil-

^ lion in 1975. ^
""" tytf sc erne for higher incomes TKcoISe1'"

above Kr. 1 million and Kr. 1.25 million for single people and couples
respectively. Maximum marginal tax and savings rate for 1975 thus
increased to 45 per cent and 56 per cent for central government taxes
and total taxes respectively.

(vii) Increased priority to energy projects for public investment and Investment
Credit Funds.

May

Confirmation of provisional legislation regarding pay equalising scheme for
low-income recipients (see October 1974). The system extended by raising general
pensions in accordance with provisional wage agreement of March.

Strict price control to be continued.
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Legislation on transfers of exchange rate gains within the fisheries as a result
of the February devaluation:

(/) Grant to owners of fishing vessels of Kr. 950 million to compensate for
higher costs of amortization of foreign debt.

(ii) Grant to Fisheries Lending Fund of Kr. 300 million.
(»j) Grants of Kr. 350 million to various other funds operating within the

fisheries.

Total transfers amounting to Kr. 1 600 million were provided by appropriation
law passed in February.

Payments to Oil Fund for Fishing Vessels increased by Kr. 1 400 million (annual
rate) by increasing export duties on various marine products by 2-6 percentage
points.

Central Bank purchase" of Kr. 100 million worth of Treasury bills (the bills
purchased in January had by then been absorbed by deposit money banks).

June

Prices to farmers increased by 13.3 per cent.

Consumer subsidies raised by Kr. 100 million per month to offset estimated
increase in retail prices of agricultural products due to higher prices to farmers and
other cost increases.

Subsidies to fertilizer introduced. Costs in 1975 estimated at Kr. 600 million.

Alcohol and tobacco prices increased by 30 per cent. Estimated yield Kr.
650 million in 1975.

Agreement between Central Bank and commercial banks on zero rate of growth
for bank lending (see February 1975) extended for three months until end-August.

Court Arbitration decision on pay dispute between Federation of Public Em¬
ployees and Treasury. Until May 1 wage increases according to provisional agree¬
ment in March between Federation of Labour and Employers' Federation. There¬
after, the decision stipulates general Kr. 4 900 monthly wage increase for all em¬
ployees.

New agreement between Federation of Labour and Employers' Federation for
the period June 13 - December 31, 1975, providing for immediate increase of monthly
earnings of Kr. 5 300 and further increase of Kr. 2 100 from October 1. Maximum
pay equalising addition to wages (see October 1974) and provisional increase from
March of Kr. 3 500 and Kr. 4 900 respectively now payable to all wage earners.
Indexation suspended for the rest of the year unless threshold of 11.9 per cent in¬
crease in the cost of living index exceeded from May 1 to November 1. (Excluding
rises in alcohol and tobacco prices and wage element of agricultural prices; effective
threshold thus becomes an increase in the cost of living index of 14.5 per cent).
This agreement was subsequently signed by Federation of Public Employees. Ave¬
rage increase in basic wage rates of all employees estimated to some 10 per cent in
June and 3.5 per cent in October.

Prices of raw white fish for period June-September increased by some 1 1 per
cent.

July

Package of stabilisation measures as result of April provision for Government
to cut expenditure:
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(i) Expenditure cuts to a total of Kr. 2 000 million, including public invest¬
ments (Kr. 660 million), transfers and operational expenditure (Kr. 860 mil¬
lion), and transfers to Investment Credit Funds and local authorities
(Kr. 480 million).

(it) Introduction of a 12 per cent special temporar excise tax on goods main¬
ly non-essentials for the period July 17-Dec v r 31 stimated
yield Kr. 1 850 million.

Central Bank purchase of Kr. 100 million worth of Treasury Bills.

September

Prices to farmers increased by 13.7 per cent.

October

An agreement was reached between the Central Bank and commercial banks
to maintain their lending unchanged from end-August to end of 1975.

1976 Budget proposals announced.

Extension of fishing limit from 50 to 200 miles.
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STATISTICAL ANNEX



Table A Supply and Use of Resources

Kr. million, current prices

Private consumption
Public consumption
Gross fixed asset formation

Change in livestock

Expenditure on final domestic use

Change in stocks of export products

National expenditure

Exports of goods and services
Imports of goods and services

Gross national product (market prices)

Depreciation

Net national product (market prices)

Indirect taxes

Subsidies

Net national income

Net income to abroad

Net domestic income

1966 1967 1968 1969 1970 1971 1972 1973'

19 047 19072

1974'

16471 17469 18 830 21774 28 014 34055 42 780 57 424 87 660

2 270 2 505 2 800 3300 4 050 5 385 7000 9200 14430

7003 7 984 8 725 8600 10 511 16050 19100 28 610 43 230

-15 -36 -16 -74 -104 167 200 126 44

25 729 27 922 30 339 33 600 42 471 55 657 69080 95 360 145 364

87 74 -264 205 -289 1413 -1040 -315 3 206

25 816 27 996 30075 33 805 42182 57 070 68040 95 045 148 570

9091

9412

7 882

10146

9 510

12 055

16132

15 741

21138

20487

22 373

26 233

26 205

27 960

37410

40025

48 080

63 610

25 495 25 732 27 530 34196 42 833 53 210 66 285 92430 133 040

2 635 3 057 3 962 5400 6 077 6 777 8 458 11353 17 285

22 860 22 675 23 568 28 796 36 756 46433 57 827 81077 115 755

5400

1385

5 655

1800

6080

1750

6 650

1400

9 370

1600

12 640

2 950

15 600

3 220

22 560

4230

36 360

7 800

18 845 18 820 19 238 23 546 28 986 36743 45 447 62 747 87195

202 252 410 612 481 509 890 1180 1915

19 648 24158 29 467 37 252 46 337 63 927 89110

1 Provisional.
2 Estimate!.

Sources: Central Bank of Iceland, Annual Report; direct Icelandic communication to the OECD.



Table B Supply and Use of Resources

Kr. million, 1969 prices

Private consumption
Public consumption
Gross fixed asset formation

Change in livestock

Expenditure on final domestic use

Change in stocks of export products

National expenditure

Exports of goods and services
Imports of goods and services

Gross national product

Effects of change in terms of trade
Export income
Income balance of goods and services

Gross national income*

1966

37 531

187

37 718

16 336

18 091

35 963

1137

17 473

-618

1967 1968 1969 1970 1971 1972

39 434 37 266

121 -475

33 600

205

37 146 44 567

-170 1225

47 473

-912

52 247

-414

39 555

15 057

19 352

36 791

14096

17 737

33 805 36 976 45 792

16132

15 741

19095

19 932

18 366

24 356

46 561

20102

24 638

51833

22114

29 449

35 260 33 150

-71

14 986

-4 366

^403

13 693

-4 044

34196

16132

391

36139

1469

20 564

632

39 802 42025

2 733 2 805

21 099 22 907

-3 257 -1 731

44498

4 770

26 884

-2 565

37 100 35 189 32 747 34196 37608 42 535 44 830 49 268

1974»

23 643 24056 22 834 21774 24 510 27 600 30415 32 390 34 820

2 947 3144 3229 3300 3 449 3 670 3 890 4123 4 370

10963 12 285 11224 8600 9 272 13171 13 043 15 670 16 720

-22 -51 -21 -74 -85 126 125 64 17

55 927

1 203

57130

22184

33 398

45 916

3 549

25 733

-7 665

49 465

Note Estimates of real income coincide with output in real terml on the assumption ofunchanged term» oftrade. Due to particularly strong fluctuations in Icelandic terms of trade national
expenditure in real terms may deviate substantially from real gross national product without adverse effects on the balance of payments. This is explicitly introduced in the Icelandic national
accounts, as shown above. The item "Export income", obtained through the defiation of exports with the price index for imports, expresses the external purchasing power of the export earnings,
and the difference between this item and exports, normally deflated with the export price index, is a measure of the real income "effects of changes in terms of trade".

1 Provisional.
2 Estimates.

3 Oross national product + effect of changes in terms of trade.

Sources: Central Bank of Iceland, Annual Report; direct Icelandic communication to the OECD.



Table C Production and Employment

1966 1967 1968 1969 1970 1971 1972 1973 1974

Fisheries and pish processing

Production : Value, current prices
1963 prices

Fishing fleet1, end of year: Trawlers
Motor boats

Total

Employment in fish processing

Kr. mill.

Kr. mill.

GRT

GRT

GRT

1962 = 100

5 812

4 353

22 876

57 431

80 307

102.3

4116

3 381

21491

64 619

86110

88.9

4090

2 860

20104

63 955

84 059

87.7

7 758

3 331

16 837

62 509

79 346

100.9

9 969

3 520

16 981

61698

78 679

103.9

11746
3 309

17 911

60 984

78 895

109.0

12 225

3 063

20 340

62146

82486

107.0

20125

3 272

29 810

62042

91852

105.7

27119

3 295

34 796

62 982

97 778

Agriculture

Production : Value, current prices1
1969 prices

Capacity*: Cultivated grassland
Sheep
Cattle

Manufacturing (exc. fish processing)

. Production, volume*
Employment

Kr.mill.

Kr. mill.

lOOOhect.

1000 heads

1000 heads

1970 = 100

1970 = 100

2194

3 185

88.4

846.7

59.5

89.6

93.7

2 368

3 328

91.7

850.2

54.5

85.9

90.5

2 598

3229

96.5

829.1

52.3

82.0

86.8

3108

3108

100.9

820.2

52.3

89.1

91.9

3 691

3118

104.5

780.6

53.4

100.0

100.0

4673

3409

108.4

735.5

53.3

116.4

106.9

5 742

3 549

111.3

786.2

59.2

125.8

111.2

7 673

3 684

113.8

828.6

65.3

136.6

112.2

11264

3 815

115.0

845.8

67.3

142.1

!

&>

Dwelling construction

Started

Completed
Under construction, end of year

Number

Number

Number

1609

1693

3 802

2052

1787

4 067

1041

1779

3 329

1030

1460

2 899

1469

1329

3 039

1833

1362

3 510

1963

1930

3 543

3 377

2 220

4 672

2640

2193

5119

1 Including whale^atchers, excluding open boat.
2 Including change in livestock.
3 Beginning of year.
4 Excluding aluminium.

Sources: Direct Icelandic communication to the OECD; Fjarmalatidindi and Hagtldindi.



Table D Gross Fixed Asset Formation

Kr. million, current prices

Gross fixed asset formation, total

1966

7 003 7 984

1968 1969 1971 1972 1973

8725 8600 10 511 16050 19100 28 610

1974*

43 230

Classification by end-use:

Industrial asset formation

Agriculture
Fishing
Fish processing
Manufacturing other than fish processing
Transport equipment
Commercial buildings
Various machinery and equipment

Residential construction

Public works and buildings

Electric power, generation and distribution
Geothermal heating and water supply
Communications

Public buildings

Classification by type of assets:

Machinery and equipment

Machinery and other equipment
Transport equipment

Buildings and other construction

Residential buildings
Non-residential buildings
Other construction

3 260 3 518 3 293 3400 4 718 8 350 8 910 13140 20 520

576 60S 654 530 728 960 1300 1860 2 830

255 587 187 152 705 790 1880 4640 4900

390 231 140 118 282 530 800 1265 2000

547 825 1329 1865 1320 1850 2 370 1805 2 590

757 600 483 180 742 2 750 1010 1380 3 650

447 341 276 409 613 690 930 1250 2 630

288 329 224 146 328 780 620 940 1920

1713 1930 1881 1804 2138 2 700 4120 7 740 9 850

2 030 2 536 3 551 3 396 3 655 5000 6 070 7 730 12 860

344 681 1516 1223 1053 1510 1680 1800 3 700

206 174 203 243 338 350 540 650 1150

897 1034 1157 1186 1263 1880 2 350 3 480 5160

583 647 675 744 1001 1260 1500 1800 2 850

1911 2 049 1883 1738 2 857 5 948 5 339 8 837 13 308

1154

757

1449

600

1400

483

1558

180

2115

742

3 198

2 750

4 329

1010

7 457

1380

9 658

3 650

5 092 5 935 6 842 6 862 7 654 10102 13 761 19 773 29 922

1713 1930 1881 1804 2138 2 700 4120 7 740 9 850

1752 1914 1837 2160 2 582 3 324 4696 5644 9 350

1627 2091 3124 2 898 2 934 4078 4945 6 389 10722

1 Provisional.

Sources: Central Bank of Iceland, Annual Report; direct Icelandic communication to the OECD.



Table E Gross Fixed Asset Formation

Kr. million, 1969 prices
&

1966 1967 1968 1969 1970 1971 1972 1973 19741

Gross fixed asset formation, total

Classification by end-use:

Industrial asset formation

Agriculture
Fishing
Fish processing
Manufacturing other than fish processing
Transport equipment
Commercial buildings
Various machinery and equipment

Residential construction

Public works and buildings

Electric power, generation and distribution
Geothermal heating and water supply
Communications

Public buildings

Classification by type of assets:

Machinery and equipment

Machinery and other equipment
Transport equipment

Buildings and other construction

Residential buildings
Non-residential buildings
Other construction

10 963 12 285 11224 8600 9 272 13 171 13 043 15 670 16 720

5 543 5 899 4401 3400 4323 7219 6 578 7 920 9105

903 894 811 530 634 770 927 1025 1 110

492 1072 257 152 651 634 1398 2 975 2400

638 369 186 118 249 438 543 680 750

873 1326 1803 1865 1221 1578 1723 1040 1090

1445 1122 683 180 729 2 552 872 940 1880

632 469 340 409 523 529 580 610 840

560 647 321 146 316 718 535 650 1035

2420 2 652 2 313 1804 1825 2 057 2 569 3 775 3 160

3000 3 734 4510 3 396 3124 3 895 3 896 3 975 4 455

533 1045 1974 1223 909 1215 1095 920 1340

298 251 251 243 275 259 331 320 370

1346 1548 1456 1186 1086 1463 1535 1855 1830

823 890 829 744 854 958 935 880 915

3 658 3 827 2 657 1738 2 717 5 367 4 276 5 802 6 760

2 213

1445

2705

1122

1974

683

1558

180

1988

729

2 815

2 552

3404

872

4 862

940

4 880

1880

7 305 8 458 8 567 6 862 6 555 7 804 8 767 9 868 9 960

2420 2 652 2 313 1804 1825 2 057 2 569 3 775 3 160

2474 2 705 2 302 2160 2228 2 562 2 988 2 764 3004

2411 3101 3 952 2 898 2 502 3 185 3 210 3 329 3 796

1

Î

1 Provisional.

Sources: Central Bank of Iceland, Annual Report; direct Icelandic communication to the OECD.



Table F Balance of Payments, ÔECD Basis
US S million

1966 1967 1968 1969 1970 1971 1972 1973 1974

Exports, fob 139.3 98.9 82.5 107.1 146.2 150.4 191.7 290.2 329.3

Imports, fob 146.5 152.1 130.6 107.0 143.5 200.0 215.5 325.4 476.6
Trade balance -7.2 -53.2 ^18.1 0.1 2.7 -49.6 -23.8 -35.2 -147.2

Services, net -0.2 -0.8 2.0 4.3 4.7 5.5 3.7 5.9 -8.3

Balance on goods and services -7.4 -54.0 -46.1 4.4 7.4 -44.1 -20.1 -29.3 -155.5

Current transfers, net -1.2 -1.4 -0.9 -0.8 -0.4 -0.1 0.2 16.2 0.6
Current balance -«.6 -55.4 -47.0 3.6 7.0 -44.2 -19.9 -13.1 -154.9

Long-term capital (excl. spec, trans.) 12.2 19.4 32.1 20.0 0.4 48.1 24.4 23.3 85.1

(a) Private 7.8 12.1 8.3 5.8 0.6 35.5 0.4 0.9 39.9

(b) Official 4.4 7.3 23.8 14.2 -0.2 12.6 24.0 22.4 45.2
Basic balance 3.6 -36.0 -14.9 23.6 7.4 3.9 4.5 10.2 -69.8

Non-monetary short-term capital -2.9 8.2 -0.5 -1.6 3.7 3.8 0.7 1.0 13.5
Errors and omissions -1.3 1.3 1.2 -0.8 1.0 -0.6 0.2

Balance on non-monetary transactions -0.6 -26.5 -14.2 21.2 12.1 7.1 5.2 11.2 -56.1

Private monetary institutions short-term capital 4.6 1.3 0.7 -9.6 2.7 3.6 9.9 18.6 3.7
Balance on official settlements 4.0 -25.2 -13.5 11.6 14.8 10.7 15.1 29.8 -52.4

Use of IMF credit 3.8 3.7 3.8 -9.5 -1.8 	 	 18.6

Special transactions 	 	 __ 	 	

Miscellaneous official accounts 0.1 0.7 3.0 -4.9 6.0 3.5 -3.7 -13.8 -15.7
Allocation of SDRs 2.5 2.5 2.6 	 	

Change in reserves (+ = increase) 4.1 -20.7 -6.8 10.5 13.8 14.9 14.0 16.0 -49.5

(a) Gold 	 	 	 	 	

(6) Currency assets 3.2 -20.7 -6.8 14.2 13.3 6.8 10.3 16.0 -42.4

(c) Reserve positions in IMF 0.9 -3.7 5.7 -7.0

(d) Special Drawing Rights 0.5 2.4 3.7 0.1

Sources: Direct Icelandic communication to the OECD; IMF, International Financial Statistics.



Table G Central Government Income and Expenditure

Fiscal year = Calendar year

Kr. billion

1968 1969 1970 1971 1972 1973 1974' 1973"

Current revenue

Direct taxes

Indirect taxes

Other

6.74

1.33

5.33

0.08

7.46

1.52

5.82

0.12

9.80 13.26 18.53 24.88

1.73

7.83

0.24

2.46

10.63

0.17

4.94

13.38

0.21

6.44

18.14

0.29

37.72

7.14

30.19

0.39

48.75

9.49

38.84

0.42

Current expenditure

Purchase of goods and services1
. Current transfers and subsidies

Gross saving

Gross fixed asset formation

Surplus on current and fixed investment account

Lending, net1
Net capital transfers to other sectors

Overall balance*

5.12 5.62 6.82 9.98 14.06 19.74 30.64 34.69

2.01

3.11

2.53

3.09

3.12

3.70

4.15

5.83

5.38

8.68

7.57

12.17

11.91

18.73

13.09

21.60

1.62 1.84 2.98 3.28 4.47 5.14 7.08 14.06

0.44 0.47 0.82 1.40 1.59 Z13 3.01 3.97

1.18 1.37 2.16 1.88 Z88 3.01 4.07 10.09

-0.05 -0.13 -0.11 -0.25 0.02 0.05 0.12 0.75

1.35 1.71 1.74 2.22 2.75 3.26 7.36 8.65

-0.32 -0.21 0.52 -0.10 0.12 -0.30 -3.41 0.69

!
g

I

1 Preliminary.
2 Approved budget.
3 Including interest.
4 « » -> net borrowing.
5 Net change in floating debts and cash balances.

Source: Direct Icelandic communication to the OECD.



Table H Fish Catch, Wages and Prices

Fish catch (thoui. tons) Wages and prices (1963 =- 100)

1969

1970

1971

1972

1973

1974

Trimestres

1971 1

2

3

4

1972

1973

1974

1975

Total
White

fish

etc.

Herring Capelin
Shrimp,
lobster,

she]l~fish

686 451 57 171 7

729 477 51 192 9

684 425 61 183 15

726 390 42 277 17

902 402 43 442 15

938 422 40 465 11

285 104 4 173 4
191 179 9 3

123 91 21 7 4
85 51 27 3 4

399 120 	 276 3

150 140 5 1 4
106 79 21 6

71 51 16 4

504 93 	 407 4

186 143 5 34 4

129 101 25 3

83 65 13 1 4

565 98 464 3

151 140 8 1 2

129 108 18 3

93 76 14 3

526 106 418 2

187 139 6 39 3

Hourly Cost of living index* Building
cost

Reykjavik'

Export prices of fish products4

rates,
Total

Goods and services
Rent

Fresh

and
Frozen Salted

Fish

workers1 Total Food Other iced fish and oil

6 7 8 9 10 11 12 13 14 13 16

213.1 205.5 214.5 232.3 197.9 151.7 219.3 111.1 121.8 119.7 126.2

261.6 232.7 246.1 270.7 223.0 160.8 256.8 150.0 142.8 140.5 172.2

298.0 248.3 264.4 274.7 247.0 170.3 286.6 152.4 190.0 178.4 170.7

396.1 272.4 300.4 318.6 277.1 194.6 351.5 231.4 214.0 210.3 158.3

479.4 329.5 371.9 410.8 335.1 223.9 440.3 334.5 276.0 283.1 351.1

695.0 470.2 526.0 603.2 463.5 275.3 666.2 370.1 320.3 468.3 340.3

(Moyenne 1969 = 100)

290.9 245.9 261.6 273.2 244.1 167.8 284.1 151.3 163.5 145.2

290.9 249.1 264.8 276.2 246.3 170.6 285.7 155.0 177.6 143.6

296.7 247.5 263.2 272.2 247.2 170.6 159.5 162.3 127.0

324.2 250.7 268.1 277.1 250.2 172.0 289.9 155.6 177.0 125.0

364.0 252.3 277.9 288.9 259.7 173.4 322.0 168.8 202.8 125.3

409.7 273.2 300.8 321.0 275.9 191.8 364.7 174.9 178.5 124.8

409.7 281.3 309.0 331.0 283.9 205.9 179.9 179.3 126.7

409.7 282.9 313.9 333.6 288.9 207.3 367.9 184.7 209.0 161.0

460.0 294.1 328.6 346.8 304.4 210.1 378.0 214.6 232.8 286.6

483.4 323.1 367.8 406.1 330.9 218.6 455.5 221.3 262.1 302.6

516.3 337.5 382.5 424.4 344.0 231.2 241.0 263.1 364.6

554.5 363.2 408.7 465.7 360.9 235.5 487.5 257.6 301.8 399.6

701.2 389.0 438.1 509.8 382.7 241.1 532.9 293.9 349.2 433.2

701.2 464.5 523.1 625.1 447.9 266.5 688.8 292.7 475.3 346.3

701.2 477.4 524.8 572.4 478.2 291.9 308.9 545.2 313.3

788.3 549.7 617.9 705.3 545.3 301.7 776.9 332.5 542.0 285.3

880.6 597.9 671.9 799.6 578.4 315.8 834.5 356.4 603.8 297.0

980.1 684.7 765.1 870.5 678.5 368.0 1004.3 443.7 760.8 278.5

1019.1 737.8 837.0 927.4 754.0 399.0
* .'	

1 Yearly figures are weighted averages. Quarterly figures give the wage rate at the end of the quarter.
2 New index beginning February 1968 (Jan. 100), excluding direct taxes.
3 February, June and October.

4 Base year for the quarterly series is 1969. The annual and quarterly indices, which are based on fob prices in terms of foreign currencies, art not fully comparable due to weighting diffe¬
rences as well as to the fact that the annual series is an implicit price index while the quarterly aeries is a unit base index.

Sources: Icelandic Statistical Bulletin (col. 6) and Hagtidindi.



Table I Foreign Trade, Total and by Area

US S million, monthly rates S3

Total imports
cir

Imports by area
Total exports

fob Exports by area

Orig. Adj.

OECD countries Non-OECD countries

Orig. Adj.

OECD countries Non-OECD countries

Total
Europe Eastern

Europe

Other

devel¬

oped

Devel¬

oping Tota
Europe

Eastern

Europe

Other

devel¬

oped

Devel-

countr.
EEC Others countr. EEC Others countr.

17 18 19 20 21 22 23 24 23 26 27 28 29 30 31 32

1969 10.3 8.3 5.1 2.0 1.3 0.02 0.7 9.0 7.4 3.3 1.6 1.0 0.03 0.5

1970 13.1 10.8 7.2 Zl 1.4 0.01 0.9 12.2 10.8 4.6 2.4 1.2 0.00 0.2

1971 17.5 14.6 9.1 Z9 1.8 0.02 1.0 12.5 10.9 4.0 2.2 1.4 0.00 0.2

1972 19.2 16.3 10.1 3.7 2.0 0.04 0.9 15.7 13.4 5.2 3.3 1.9 0.00 0.4

1973 29.6 26.2 13.3 7.5 2.7 0.03 0.8 24.1 21.6 9.5 5.0 Zl 0.00 0.4
1974 43.2 36.3 19.3 9.9 5.8 0.04 1.0 27.7 23.5 8.1 8.1 3.4 0.00 0.7

Quarterly:

1971 1 13.4 16.9 10.5 6.9 2.0 1.7 0.01 1.1 9.2 1Z0 8.4 2.8 2.0 0.5 0.00 0.3

2 19.7 16.9 16.8 10.0 3.5 2.1 0.02 0.8 14.6 12.8 12.4 3.9 3.8 2.1 0.00 0.1
3 16.7 17.6 14.1 8.8 3.2 1.7 0.04 0.9 14.4 13.4 12.9 4.3 1.8 1.4 0.00 0.1

4 20.1 18.3 17.1 10.7 3.0 1.7 0.02 1.3 11.7 11.7 9.8 5.1 1.3 1.4 0.00 0.5

1972 1 14.5 17.7 1Z4 8.1 2.5 1.2 0.01 0.8 1Z9 16.1 11.1 3.9 Z9 1.2 0.00 0.5
2 21.9 19.0 18.8 11.9 4.1 2.3 0.04 0.8 17.2 14.8 14.5 4.7 4.9 2.5 0.00 0.2

3 17.9 19.3 15.0 9.7 3.2 1.8 0.06 1.0 17.4 16.4 15.2 6.1 3.1 1.9 0.00 0.3

4 22.6 20.6 18.8 10.7 5.2 2.7 0.03 1.1 15.5 16.0 12.9 5.9 2.2 2.0 0.00 0.6

1973 1 18.7 23.1 16.0 9.3 3.0 1.9 0.01 0.8 17.5 21.3 15.0 5.0 4.5 Z2 0.00 0.4

2 33.2 27.1 30.0 13.0 8.5 2.5 0.03 0.6 30.0 24.8 26.2 11.8 7.0 3.6 0.00 0.2
3 26.0 28.5 22.5 13.9 5.4 2.9 0.05 0.6 23.2 21.9 21.6 10.3 4.3 1.5 0.00 0.1
4 40.4 35.9 36.1 16.7 13.2 3.2 0.05 1.1 25.3 26.2 23.4 10.7 3.9 1.1 0.00 0.8

1974 1 32.6 40.1 28.2 14.9 6.7 3.5 0.01 0.9 2Z9 28.6 20.9 8.9 5.3 1.2 0.00 0.8
2 51.7 44.0 41.7 20.0 14.1 8.7 0.04 1.3 34.7 28.9 28.7 7.1 13.1 5.5 0.00 0.4

3 38.0 42.3 32.5 18.8 8.1 4.6 0.08 0.8 27.4 26.1 23.7 7.0 9.0 3.5 0.00 0.3
4 50.5 44.6 4Z8 23.5 10.6 6.6 0.03 1.1 25.9 28.0 20.9 9.2 5.0 3.7 0.01 1.2

1975 1 35.7 44.0 29.6 16.0 6.4 4.9 0.01 1.2 17.6 21.9 14.7 4.9 4.0 2.4 0.00 0.5
2 45.8 39.5 40.2 20.7 12.9 4.6 0.09 0.9 3Z0 26.7 26.9 7.2 13.0 4.7 0.00 0.4

I
s

Sources: OECD, Main Economic Indicators and OECD, Foreign Trade Statistics, Series A.



Table J Foreign Trade by Commodity Group
US S million

Imports by commodity group

Total

Fish

products,
total

Frozen
fish fillets

Exports by commodity group

Herring Other
Herring and fish and
salted capelin misc.

meal prod.

Agricul¬
tural

prod.

Alumi¬

nium

prod.

Other

manufac.

prod.

Total

Trans¬

port
equip¬
ment

Other imports

Total

Food

and

live
animals

Semi-
manufac¬

tured

goods

Machin¬

ery and
apparatus

Other

goods

SITC No.

33

73

34

0 6 71.72

35

119.4

36

14.4

37

32.1

38

26.8

39

46.1

40 41 42 43 44 45 46 47 48

1969 123.4 4.0 107.6 88.0 33.2 4.8 4.3 2.4 6.9 5.9 4.4

1970 157.3 19.2 138.1 17.1 37.0 26.7 57.3 146.6 114.6 48.7 5.2 5.6 1.7 5.0 19.4 5.9

1971 220.0 43.0 177.0 18.2 44.5 42.6 71.7 149.7 125.6 57.7 1.7 5.2 1.4 4.5 10.1 8.1

1972 232.0 32.3 199.7 21.3 49.6 49.3 79.5 189.7 140.0 59.9 1.9 7.1 1.3 5.9 30.9 10.6

1973 354.0 68.6 285.4 31.3 78.7 60.4 115.0 295.9 218.1 79.7 0.2 27.0 1.6 8.7 50.5 15.3

1974 520.8 94.8 426.0 43.3 102.1 85.7 194.9 331.1 247.9 80.2 0.0 24.9 2.0 9.2 49.3 17.2

Quarterly:

1971 1 40.1 3.0 37.1 4.8 9.3 8.3 14.7 27.5 21.5 10.2 1.5 1.1 0.2 1.3 3.0 1.5

2 59.1 12.6 46.5 4.4 11.5 11.6 19.0 43.8 39.6 16.3 0.1 3.7 0.2 1.2 1.3 1.5 6*

3 50.1 5.1 45.0 4.3 12.4 11.5 16.8 43.3 37.7 20.1 0.1 0.2 0.3 0.6 2.6 2.1 5.

4 70.7 22.3 48.4 4.7 11.3 11.2 21.2 35.1 26.8 11.1 0.0 0.2 0.7 1.4 3.2 3.0

1972 1 43.5 3.8 39.7 4.6 10.4 9.9 14.8 38.7 29.0 14.3 1.9 1.2 0.3 2.2 4.9 2.3

2 65.7 10.7 55.0 5.3 12.8 14.0 22.9 51.9 40.2 14.6 0.0 3.9 0.3 0.9 7.4 2.8

3 53.4 4.1 49.3 4.7 12.2 12.1 20.3 52.0 38.0 17.1 0.0 1.9 0.4 0.9 9.9 2.8

4 69.4 13.7 55.7 6.7 14.2 13.3 21.5 47.1 32.8 13.9 0.0 0.1 0.3 1.9 8.7 2.7

1973 1 57.0 3.6 53.4 6.3 12.6 11.4 23.0 59.0 38.3 14.8 0.1 7.8 0.2 2.7 14.4 3.3

2 101.2 32.7 68.5 7.4 17.7 16.0 27.4 93.9 74.1 20.7 0.0 16.4 0.2 2.1 13.4 3.8
3 74.6 7.3 67.3 8.2 17.9 14.9 26.3 68.3 53.1 19.9 0.0 2.7 0.6 0.7 10.3 3.6

4 121.2 25.0 96.2 9.4 30.5 18.1 38.2 74.7 52.6 24.3 0.1 0.1 0.6 3.2 12.4 4.5

1974 1 97.7 11.5 86.2 9.6 22.1 21.2 33.3 68.8 47.6 11.0 0.0 6.3 0.2 2.4 14.8 3.7

2 156.7 47.3 109.4 10.9 23.0 20.3 55.2 104.0 83.3 22.0 0.0 14.0 0.9 1.7 13.3 3.8

3 115.0 10.7 104.3 10.9 28.7 22.6 42.1 80.6 61.5 25.3 0.0 1.1 0.5 0.8 13.5 4.3

4 151.4 25.3 126.1 11.9 28.3 21.6 64.3 77.7 55.5 21.9 0.0 3.5 0.4 4.3 7.7 5.4

1975 1 110.5 4.3 106.2 13.3 25.2 22.4 45.3 53.8 39.1 19.7 0.3 3.4 0.2 2.6 7.2 4.5
2 137.6 29.7 107.9

OECD, Foreign Trade Statistics, Series B

11.0 25.0 23.0 48.9 96.0

; Icelandic Statistical Bulletin (col. 40 to 48).

87.2 25.3 0.0 9.7 0.2 0.9 2.4 4.2

Sources:



Table K Money and Credit

End of period

Central Bank Non-Bank sector Bank liquidity Credit! granted by banks Foreign

Official

gold and
foreign

exchange*

exchange

Com¬

mercial
banks'

position

£

Central

Bank

discount

rate

Per cent

Net

position
of

Treasury

Money supply

Savings
deposits

Commercial an

deposits bil|s

d savings banks

Net free

position Net
with foreign

Central assets

Bank

Total

of which' to:

Orig. Adj. Agri¬
culture

Fishery
and fish

pro¬

cessing

Manu¬

facturing
and

com¬

merce

Dwellings

Kr. million Million

SDR's Kr.

63 6449 30 51 32 53 34 55 56 57 58 59 60 61 62

1969

1970

1971

1972

1973

1974

5.25

5.25

5.25

5.25

6.25

7.25

-640

-176

831

234

1440

5 352

3 810

4648

5 665

6 901

9 585

12 433

4 019

4 966

6118

7 509

10 475

10134

12 624

15198

17 774

23 097

29 563

2640

3 359

4 030

4 741

6 797

8 579

1898

1744

2 053

2 690

3 979

8 226

102

55

-487

-625

-1013

-5 905

-14

-320

-413

-571

-447

365

12 865

15 443

18 958

22 744

30 298

45 244

1348

1719

1940

2 341

3 337

4514

2 629

2125

2 844

3 590

5 047

10 234

4 357

5 548

6 232

7 436

9 612

13 734

1248

2 013

2 514

3 215

3 929

4 773

39

54

64

78

83

40

-120

-330

-550

-1025

-1 538

-3 393 O

Quarterly:

1971 1

2

3

4

5.25

5.25

5.25

5.25

-572

-507

-108

831

5 075

6 049

6 299

5 665

5 336

5 772

6121

6118

13 249

13 666

14155

15 198

3 541

3 779

4 008

4030

1701

2146

1956

2 053

-15

237

176

-^87

-396

^36

-475

-413

16 437

17 823

18 322

18 958

1521

1536

1620

1940

2 633

3 135

2 977

2844

5 798

6031

6 204

6 232

2 005

2 242

2 384

2 514

61

67

72

64

^73

-604

-645

-550
I

1972 1

2

3

4

5.25

5.25

5.25

5.25

1637

1882

1196

234

6 388

7157

7 402

6 901

6 633

6 777

7186

7509

15 905

16 267

16 864

17 774

4190

4 517

4 583

4 741

2 329

2666

2 350

2 690

-51

-202

-495

-625

-635

-681

-«44

-571

20103

21620

21967

22 744

1699

1678

1789

2 341

3 550

4182

3 920

3 590

6 671

7 089

7 344

7 436

2 593

2 703

2 812

3 215

68

65

77

78

-825

-880

-960

-1025

!

1973 1

2

3

4

5.25

6.25

6.25

6.25

1335

1676

1792

1440

8 096

9 548

9 869

9 585

8 364

8 999

9 572

10 475

18 819

20 214

21316

23 097

5 021

5 887

6 270

6 797

3 038

3 516

3 269

3 979

-794

-361

-555

-1013

-757

-556

-908

-447

24 982

26 674

28 421

30 298

2099

2 096

2 203

3 337

4 868

5132

5106

5 047

8 205

8 813

9 457

9 612

3 225

3 443

3 672

3 929

64

77

83

83

-1396

-1385

-1792

-1538

1974 1

2

3

4

6.25

6.25

7.25

7.25

2 302

2 838

4 638

5 352

10 937

12 564

12 761

12 433

11264

11819

12 365

24 441

24667

25 907

29 563

7 375

7 821

8 065

8 579

5 201

6179

6 286

8 226

-2 400

-4 953

-6 832

-5 905

-562

-495

-94

365

34 368

38 673

41844

45 244

2 891

2 947

3 080

4 514

7 432

9 070

9 777

10234

10 671

12 294

12 970

13 734

4 212

4 397

4578

4773

64

59

38

40

-1946

-2 701

-2 862

-3 393

1975 1

2

7.25

7.25

7 426

7 633

13404

14 817

13 790

13 926

30 834

31540

9 429

10 041

9 509

9 969

-7 609

-6 462

8

381

49077

50 521

3 807

4174

13 250

12 942

14 864

15 563

4 936

5048

29

35

-5 600

-6901

1 Excluding credits granted by minor
2 Excluding IMF position.

savings banks.

Sources.

communicati
Icelandic Statistical Bulletin (c

on to the OECD,
ol. 50, 54, 55, 57, 58); IMF, International Financial Statistics (co 49, 51, 32, 53); OECD, Main Economic Indicators (col. 63, 64); direct Icelandic
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BASIC STATISTICS INTERNATIONAL COMPARISONS

Population

Net average annual increase

Employment Total civilian

Agriculture
Industry '
Other

Mid-1973
1963 to 1973

1973

Production

GDP by sector
GDP ' per head
Agriculture
Industry
Other

GDP ' " annual volume growth

Indicators of living standards

Private consumption per head
Public expenditure on education
Passenger cars, per 1 000 inhabitants
Television sets, per 1 000 inhabitants
Telephones, per 1 000 inhabitants
Doctors, per 1 000 inhabitants

Gross fixed investment 14 Total

Machinery and equipment
Residential construction
Other construction

1973

1973

1973

1968 to 1973

1973
1970

1971

1972

1972

1971

1968-72 average

Wages /Prices

Foreign trade

Hourly earnings »
Consumer prices
GDP ' deflator

Imports 4»

Exports **

Annual increase 1967 to 1972]

Thousands

%

Thousands

j% of total

$»

{% of total

I

S

% of GNP

J Number

f%ofGDP'

%

1972

Balance of payments Current balance 1968-72 average
Official reserves 4a, end-1973: per cent of imports of goods in 1973

Change Sept. 1974 - Sept. 1975

S million *

% of GDP7
S million "

% of GDP'

% of GNP
%

Mill. SDR's

Australia

13 132

1.87

5640

7.2

35.5

57.3

4900
7 1 » ion

4j 4 » ion

5K5»10»
5.6

5.1

2 850

4.3

314

227

340

1.25

25.8 «

10.9

5.2

9.7

7.6 « »»

4.2

5.8

6180

13.2

7 500

16.0

-2.1»

88.3

-109

Austria

7 521

0.48

3 039

16.1

40.1

43.8

3 550

5.8

50.1

44.1

5.5

6.4

1870

4.7

177

226

226

1.87

29.0

12.5

16.5 =

9.3»
4.3

4.4

6 290

30.9

6 220

30.5

-0.4

42.4

942

Belgium Canada

9 742
0.48

3818

3.9

43.3

52.8

4 650

3.9

40.1

56.1

5.4

5.5

2810
5.4»

212

236

240

1.60

20.8

8.8

4.7

7.3

10.2

4.0

4.6

14 570

40.9

15 430

43.4

2.5"

23.3 **

603"

22 125

1.55

8 759

6.5

31.3

62.2

5 410

5.2"

36.2 »

58.6 »

6.8

5.2

3 080

8.6

321

34910

499

1.50

21.4 >

7.9

4.4

9.1

8.2"

3.9

4.0

23 130

21.8

23 750

22.4

0.0

24.7

-412

Denmark

5 027

0.71

2 385

9.5

33.8

56.7

5 460

8.2»

39.9 »

51.9»

3.9

4.7

3 050

7.0

231

282

377

1.41 »

23.6

12.1

4.6

6.9

12.4 «

6.2

6.4

6 080

28.6

6 240

29.4

-2.1

17.2

88

Finland

4 643»

0.26

2 153

17.1

35.7

47.1

3 720

12.0

44.2

43.8

6.0

6.8

1910

6.3

163

256

295

1.11

24.1

8.9

5.8

9.4

11.8

5.5

6.5

3 680

27.4

3 700

27.5

-1.2

14.8

-79

France Germany Greece Iceland Ireland

52 177

0.88

20 953

12.2

39.3

48.5

4900

6.3

93.7

6.0

6.0

2 913

4.7

260

237

199

1.38

26.3

12.0

6.5

7.8

11.3»
5.6

5.5

32 070

16.4

33 760

17.2

-0.2

22.8

1 970

61 967

0.77

26 202

7.5

49.5

43.0

5 610

2.9

52.1

45.0

5.3

5.1

3000

4.0

239

293

268

1.71 »

25.9

12.4

5.2

8.3 »5

9.3 '

3.8

5.2

51 150

19.9

55 730

21.6

0.8

60.8

-672

8 972

0.57

(3 320)
(34.1)
(25.7)
(40.2)

1 790

20.4 »

32.4»

47.2 »

9.4

8.9

1 200

2.2

30

31 »

160

1.67

25.7 "

8.2

8.0

9.5

8.3»'
2.6

2.9

2 530

20.7

1470

12.0

-3.6

30.1

2

212

1.37

(88)
(15.9)
(37.5)
(46.6)

4 870

6.2

6.3

2 990
4.3

222

220

370

1.44

28.7

8.6

5.3

14.8

18.3»»

13.3

17.2

300

39.5

290

38.2

-4.2

28.1

-3

3 051

0.68

1042

25.1

30.7

44.2

2130»
18.0»»

33.8»»

48.2 » »
7.2

4.6

1 370
4.8»

140

173

114

1.09 »

24.2

12.2

4.3

7.7

13.5»
7.6

9.3

2 240

40.6

1930

35.0

-3.3

36.7

155

Italy Japan

54 888»
0.70

18 310

17.4

44.0

38.6

2 510

8.8

41.2

50.0

6.4

4.3

1620

4.3

209

202

206

1.83

19.8

8.4

5.9

5.5

11.2"

3.9

5.0

23 600

20.1

24 040

20.4

2.1

23.1

-1420

108 350 *

1.22

52 330

13.4

37.2

49.4

3 760

5.9

48.3

45.9

11.0

9.5

1 910

4.1

100

225

315

1.15

38.7

32.1 «»

6.6
	 33

15.6"

5.8

4.8

24 910

8.5

31 800

10.8

1.7

32.0

304

Luxem¬

bourg

350

0.77

154

9.0

48.6

42.4

5 200

4.4 » »

57.5 » »

38.1»»

7.5

5.2

2 780

4.4

296

22010

361

1.07

23.6

3.9

5.9

Nether¬

lands

1 050

77.8

1 100

81.5

13 438

1.17

4 564

6.8

36.2

57.1

4410»

5.3 » »

44.9 » »

49^8 » »
4.2

5.3

2 430

7.3»

211

243»

299

1.31

25.3

10.5

5.7

9.1

10.4 »s

6.2

6.6

New

Zealand

20 100

43.4

21 320

46.1

0.3

26.9

297

2 932

1.46

1 137

12.1

34.7

53.2

4080"
18.8 »

28.0 »

53.2 »

4.8 »
3.1 "

2 410 "
4.4»

324

250

458

1.16

Norway

10.3 »'

6.5

6.9"

1 980

23.1

2 320

27.1

1.4

119.8

-194

3 961

0.77

1 654

11.4

33.9

54.7

4 780

5.6

33.4

61.0

3.7

4.5

2 530

5.9

206

241

320

1.45

Portugal

10.0»°

6.1

5 810

38.3

6 060

39.9

-1.0

25.3

259

8 564

-0.46

(3 109)
(28.8)
(33.8)
(37.4)

1 250

16.3»

43.2 »

40.6»

7.6

6.4

900

2.0

72

63

99

0.98

19.0

8.8

2.7

7.5

10.2"

8.6

4.3

2 630

32.2

2 220
27.1

3.3

99.1

-502 «

Spain

34 730
1.06

12 844

26.5

38.0

35.5

1 750

12.7»

35.5 »

51.8 »

7.4

7.0

1 170

2.4

81

145

164

1.39

24.2

12.8

3.7

7.7

12.6 »'

5.8

6.0

7 250

16.2

7 190

16.1

0.5

70.3

109 <

Sweden

8 138

0.68

3 879

7.1

36.8

56.1

6 140

3.8

36.6

59.6

3.3

3.2

3 240

7.8

290

333

576

1.36»

23.1

8.6

5.0

9.5

9.9"
5.0

5.2

9 590

23.2

10 110

24.4

-0.1

23.9

994

Switzer¬

land

6 431

1.09

3 097

(7.3)
(46.2)
(46.5)

6190

3.5

4.6

3 640

4.2

233

239

535

1.67

27.8 2U

9.5

7.1

11.2

6.5»»

4.3

6.0

9 710

32.6

9 720

32.7

1.3

69.5

130

Turkey

37 930

2.49

13 810

63.4

15.1

21.5

540

26.1

28.8

45.1

4.6

6.2

320

2.9

412

4

19

0.45

16.9»

5.8

3.3

7.8

12.8''

10.5

10.5

1400"

10.9

900

7.0

-0.5

102.8

-787'

United

Kingdom

56026

0.43

24 553

3.0

42.3

54.7

3 100

3.0»

42.4

54.6 »

5.3

2.8

I 960

5.5»

219

305

314

1.29

19.6

9.5

3.5

6.6

9.6"

6.6

6.6

33 620

21.8

33 350

21.6

0.8

16.7

-1024

United

States

210404

1.07

84 409

4.1

31.7

64.2

6 170

4.4

33.9

61.7

5.9

3.6

3 840

5.4 '

443

474

628

1.57'

17.0»

7.0"

3.5

6.5

6.0"

4.6

4.4

74 830

6.3

62 690

5.3

-0.2

20.8

414

Yugo¬
slavia

20 960

0.95

8 009 » 10

49.5

50.5

792»

16.6 » »
46.6 » »

36.8 » »

425»

4.3»

42

113

44

1.06

16.1""

11.3

3 820

23.2

3 480

21.2

1 National source.

2 Does not include total net migration between Finland and the
other Nordic countries.

3 Total resident population.
4 From 1972,- including Okinawa prefecture.
3 Private and socialised sector.

6 According to the definition used in OECD Labour Force Statistics:

mining, manufacturing, construction and utilities (electricity, gas and
water).

7 GDP at current prices.
At current prices and exchange rates.
Fiscal year-Beginning July 1st.
1971.

GDP at factor cost.

1970.
1972.

At coaatant (1970) prices.
1969.
1968.

Fiscal year-Beginning April 1st.
Excluding transfer costs of land and existing assets.
Excluding ships operating overseas.
1965-1969.

196T-.I971.

Government and government enterprise expenditure on machinery
and equipment is included in government current expenditure.

23 " Other construction " included under " machinery and equip¬
ment ". Work in progress on heavy equipment and ships for the domestic
market are included in fixed asset formation.

24 " Other construction " included in " residential construction **
25 Including transfer costs of land.

Industry.
Manufacturing.
Males.

Monthly, wage earners.
Mining and manufacturing, males.
Hourly rates in manufacturing.
Hourly wages rates, unskilled workers.
Hourly rates in manufacturing, excluding family allowances.
Monthly earnings in manufacturing. Cash payments including

bonuses, regular workers.
35 Hourly rates in industry, males.

Monthly.
Manufacturing, including salaried employees.
Mining and manufacturing.
Hourly rates.
Hourly rates in manufacturing, males.
Manufacturing, gross earnings per production worker.
Goods and services, excluding factor income.
Including reserve position in the IMF and special drawing rights.
Including Luxembourg.
August 1974 - August 1973.

8

9
10

II

12

13

14

15
16

17

18

19

20

21
22

26

27

28

29

30
31

32

33

34

36
37

38

39

40

41

42

43

44

45

32.9

-262

Note Figures within brackets are estimates by the OECD Secretariat.

Sources: Common to all subjects and countries, except Yugoslavia (for
special national sources see above): OECD: Labour Force Statistics,
Main Economic Indicators, National Accounts, Balance of Payments,
Observer, Statistics of Foreign Trade (Series A); Office Statistique
des Communautés Européennes, Statistiques de base de la Commu¬
nauté; IMF, International Financial Statistics; UN, Statistical Yearbook.
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