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EXPLANATION OF SYMBOLS

The following symbols have been used throughout the report:

Three dots (. .) indicate that daia are not available or are not separately
reported

A dash (—) indicates that the amount is nil or negligible

A blank in a table indicales that the item is not appiicable

A minus sign (-) indicates a deficit or decrease

A full stop () is used to indicate decimals

A comma (,) is used to distinguish thousands and millions

A slash (/) indicates a crop year or fiscal year, e.g., 1950/51

Use of a hyphen (-) between dates representing years, e.g., 1934-38. normally
signifies an annual average for the calendar years involved, including the beginaing
and end years. “To™ between the years indicates the full period, e.g., 1948 to 1952
means 1948 to 1952, inclusive. .

References to “tons” indicate metric tons, and to “dollars” United States
dollars, unless otherwise stated.

Details and percentages in tables do not necessarily add to totals, because of
rounding.
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INTRODUCTION

Woild production, caleulated on the basis of
oflicial reports by governments, rose lo a new high
level in 1952, but the rate of expansion, which had
been rapid since 1949, slackened off considerably. This
slackening was particularly matked in industrial pro-
duction, which in the first nine months of 1952 was
only some 2 per cent higher than in the corresponding
period of 1951, as against an average annual increase
in the two preceding years of about 13 or 14 per cent.
The expansion of world agricultural output from the
crop year 1950/51 to 1951/52 was also some 2 per
cent. Production of food, however, rose only one
per cent, thus barely keeping pace with the growth
in population. International trade, measured at con-
stant prices, was slighily lower in the first three
quatters of 1952 than in the corresponding period of
1951. However, there appears to have been an upturn
in both trade and industrial production in a number
of couniries towards the end of 1952,

THE RISE AND DECLINE OF INFLATIONARY PRESSURES

Developments in the world economy {rom 1950 to
1952, outside the group of centraily planned econo-
mies, were influenced successively by an upswing in
effective demand and prices during 1950 and the first
half of 1951, then by a slackening of demand and
a steadying, or even recession, of prices that continued
throughout 1952.

The movement of prices of primary products, which
reacted most sensitively lo the changes in demand, is
illustrated by the indices presented in chart 1. For
many raw matetials, notably these produced largely
in the oversea sterling area, the turning point in prices
oceurred during the first half of 1951, but others did
not begin to fall in price until later. The majerity
of raw material prices underwent a severe relapse in
the course of 1952, Woild food prices, on the other
hand, showed greater buoyancy and in most cases
averaged higher in 1952 than in 1951,

The prices of final products, reflected in the cost
of living indices shown in chart 2, rose steeply
throughout 1950 and 1951, but tended 1o level off in
many cases during 1952—generally without falling
significantly.

Since the outbreak of hostilities in Korea in mid-
1950, two main dynamic influences have affected
demand in the industrialized countries of Nozth

America and western Europe. The first has been
a growth of public expenditure, largely on armament
account, financed in the main, though not exclusively,
out of additional taxation. The second has been a
wave-like movement in the rale at which stocks of
raw and semi-finished materials as well as more
highly fabricated goods were currently accumulated
in these countries. On the average, the propottion of
national output absorbed by government expenditure
rose from under 15 per cent in 1950 to neaily 20 per
cent in 1952. The rate of expansion in government
expenditure was lower in 1952, A growth of govern-
ment expenditure of this oider, even when balanced
by a substantial increase in taxation, tended to bring
about an expansion in demand and a 1ise in prices,
particularly of primary products. This tendency was
reinforced in 1950 and the early pal of 1951 by
a rapid build-up of inventories, but was subsequently
counteracted in the later months of 1951 and in 1952
by the fact that inventories rose less quickly or, in
some instances, began to [all.

The timing of the inventory cycle varied from
country to country and from commodity 1o commodity.
Broadly, however, the magnitude of the boom phase
was due to an over-estimation of the scale of the
armament effort and of the speed with which it could
get under way. Lxpectations were widespread that
there would be serious scarcities of goods accompanied
by an upsurge in prices. The inventory boom charac-
teristically fed on the price movements which it itself
helped 10 generate. Correspondingly, the slackening of
inventory accumulation in the latter part of 1951 and
in 1952 resulted not only from the size of the accumu-
lations but chiefly from the reversal of the initial
expectations, which occurred when it became clea:
that the rearmament programmes would be phased
over a longer period than originally anticipated. The
fall in the rate of stock building was also influenced
by fiscal and other measuies adopted by governments,
and was part couse and part effect of the decline in
the prices of raw materials from the second quarter
of 1951 onwards.

While the rate of accumulation of inventoiies
fluctuated, investment in fixed capital was maintained.
The capacity of the capital goods industiies was
considerably enlarged from 1950 to 1952, and there
was probably also some expansion of capacity for
the production of consumer goods.
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Chart 1. Indices of Prices of Selected Primary Commodities, 1950 to 1952
(First half of 1950 = 100)
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Chart 2, Trends in Cost of Living Indices of Selected Coumries, 1951 and 1952
{1950 = 100)

ARGENTINA AUSTRALIA BRAZIL CHILE MEXICO
190

180
170G
160
150
14c
136

120

110

100

CANADA FRANCE WESTERN UNITED UNITED
GERMANY KINGDOM STATES
130 B

120 |-

. /-\__ /_/_,,\ __,__/\—A

100

!0|!§|%|1!l]|§l!1||tisl:;]illln||

130

BELGIAM EGYPT IRAN JAPAN UNION OF
CONGO 5 AFRICA
120

100
T R R N B B B A T

120 ,
BURMA GEYLON PAKISTAN PHILIPPINES TURKEY

110

a0
||||1|:||s!ira|1|l!||xa:1]

hpy == e O

I L | O | 1 | 1 | [T T | B 1S 1Y AN TN N ([ ST NN 1 N LV

1551 s 1952 m 1951 n 1952 n 1951 L 1952 n 1951 1 1952 n 1651 .

Source: United Nations, Menthly Bulletin of Statistics

I
1552

)

180

180

170

16C

150

140

13C

120

1:0

100

140

130

120

110

100

130

120

110

100

120

11¢

100

90



Introduction

The tendencies towards excessive total demand
which became evident after mid-1950 were powerfully
restrained by the fiscal and credit policies of govern-
ments. Thus consumption was limited by higher direct
and indirect taxation, and by reductions of subsidies
on consumer goods and of consumer credit facilities.
At the same time higher taxes on business, combined
with increases in interest rates and a limilation of
bank advances to industiy, as well as the allocation
by governments of certain industrial raw mateiials,
helped to hold down private investment® in sectois
outside the scope of defence activities. These measures
owed some of their vigowr to the general fear that
inflation would 1esult from the superimposition of the
inventory boom of 1950/51 upon the first phase ol
the rearmament effort, In some cases, nolably in
western Lutope, an additienal objective of govern-
ment policy was to check the growth of deficits in
exteinal trade and payments by internal measures
restraining effective demand rather than through the
use of direct exchange and trade controls.

ln addition to acts of policy, certain “built-in”
mechanisms operated to 1estrict demand. Thus the
fact that social securily paymenits by governments
lagged behind the 1ise in the cost of living tended to
limit consumption. A simila1 effect on consumpliion
was exeicised by the tendency, in counlries with
progiessive income tax systems, for the proportion of
the national income paid to the government in the
form of taxes to increase aulomatically as money
incomes followed the upward movement of prices.

There was, finally, a tendency on the pait of con-
sumers themselves in 1951 to devole to consumption
somewhat less of the income available to them after
taxes than in previous periods. It is not yet clear
whether this change in the relationship of consumer
expenditure to income was reversed in 1952

The rather rapid rise in the prices of finished prod-
ucts that occurred in the latter part of 1950 and in
1951 despite these brakes on inflation was attributable
not only to the pressures of demand and of soaring
raw material prices, but also, in large measure, to
the determination and ability of organized wage
earners and other powerful income 1eceiving groups
to maintain and even increase their real income in
the face of rising costs of living. This was offset
only in part by the fall in the buying power of
incomes relatively fixed in terms of money. The ten-
dency towards a spiral process of wage and price
increases was probably accentuated by the effect on
the cost of living of higher indirect taxation or
reduced subsidies.

*1n this report investment is used in its cconomic sense of
capital formation, that is, the addition of new plant and equip-
ment and the accumulation of inventories, as distinguished from
financial investment in securities, ete.

The anti-inflationary factors reviewed above had
the effect, in the latter part of 1951 and in 1952,
of checking the expansion in the demand for goods
and services in the group of industrialized countries
under consideration. The situation was nol, however,
uniform for all types of goods. Demand for the
producis of heavy industties, and for investment goods
generally, was sustained at or near the level of the
growing capacily by government expendilures, by a
fairly steady level of outlay for private investment
and, at any rate until the middle of 1952, by a high
level of exports of capital goods to under-developed
countries. On the other hand, the demand for articles
of consumption other than food was, from mid-1951 to
mid-1952, less than that required to keep the industiies
producing them working at capacity. The decline in
demand affected in particular textiles and some other
semi-durable goods., In some countiies this decline in
demand reflected only the ebbing or reversal of the
inventory boom, but in others there was also reduced

expenditure by the ultimate consumers, In a few:
cases, the extent of the slackening in demand gave

rise, during 1952, to some relaxation by governments

of the tighter credit policies instituted in the pre-
ceding periad.
The fall in raw material prices in 1952 and the

slackening in demand were not fully reflected in the
prices of finished products, though these did level
off and, in some cases, declined slightly towards the
end of the year. This was not simply the result of
normal time lags to be expected before changes in
the prices of raw materials are communicated to
those of finished goods. It was due to the fact that
wage rates and various other costs tend to be far
more flexible in an upward than in a downward
direction. An additional factor contributing to the
failure of living costs to fall appreciably was the
short crop in many couniries during the 1951/52
season. Consequently, the total supply of foodstuffs
increased very little, and retail food prices did not,
in general, show any significant tendency to decline
up to the end of 1952.

Propuction 18 NORTH AMERICA AND
WESTERN EUROPE

Total national production reported in* the indus-
trialized countries of North America and western
Lurope 1ose on the average from 1951 to 1952 by
some 2 per cenl. Marked increases in production
oecurred in Canada, where there was a record har-
vest and a general growth of the economy based on
the further development of natural resources, and
in western Germany, where the rise in output chiefly
reflected higher investment and government expendi
tures. In some countries declines in produciion were
reported. Except for certain steel users in the Unitec
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Kingdom, industrial production was not hampered to
any significant extent in 1952 by the difficulties in
yaw material supply which had been manifest in sev-
eral countries in 1951; most countries, in fact, were
able to 1elax, in the course of 1952, such restrictions
on the uses of 1aw materials as they had inlroduced
in 1950 and 1951. Industrial produection of many
kinds of goods was, however, affected by the slack-
ening in demand; for the most part industrial pro-
duction fated worse than output as a whole. The total
level of employment was, in general, litlle changed
from 1951 to 1952, There were some incieases in
unemployment in certain countries in western Europe,
as well as a slight zeduction in working homs and
2 damping down in the growth of productivity, all
of these heing paiticularly maiked in. or confined to,
consumer goods industries. There was, however, a
tendency in a number of countties towards 1ecovery
in the latter months of 1952

Considering the whole period from 1950 to 1952,
the amount by which the real value of the total oul-
put of this group of countries increased was larger

than the rise in the corresponding value of arms

production alone. The [act that civilian supplies—
and hence 1eal consumption and 1eal wages—could
rise notwithstanding the substantial increases in
resources devoted to arms productien contradicted
widely held expeclations. The achievement was due
to a combination of censiderable growth in industiial
capacily, increases in productivity and higher levels
of employment.

TRENDS IN UNDER-DEVELOPED COUNTRIES

Tt is more difficult 1o generalize aboul trends in
the undei-developed countiies from 1950 Lo 1932 than
about the sitwation in the group of industtialized
countries reviewed above. To the extent that domestic
developments were conditioned by changes in foreign
trade, the oulcome in individual counlries depended
apon whether the paticular products which they
export wete those subject to especially sharp fluetua-
tions in price and demand, such as 1ubber. tin and
wool. Moreover. much depended, in particular cases,
upon developments in {ood supply.

The accumulation of invenlories of raw materials
by indugttialized countries in North Ametiea and
western Europe in 1950/51 had a parallel in an
expansion of inventories of imperted manulactures in
under-developed  countries. This expansion rellected
not only, in some cases, increases in 1eal income,
but also fems that, once rearmament was in full
swing, the 1earming countries would be precluded
from maintaining the level of their exporls to under-
developed countries and thal the prices of manulac-
tures would rise considerably.

In 1951/52 a different sort of inventory accumulation
made its appearancce in many of these countries. The
accumulation of imported consumer goods, especially
textiles, fell owing to the overbuilding of inventories
in the preceding period and to the imposition of
import 1estiictions to support the balance of pay-
ments. However, the fall in external demand for
exportable raw malerials was reflected in a piling
up of many raw material inventories, particularly
in those cases in which countries attempled by vatious
means Lo support the prices of their exports. Some
of these inventories were later cleared by such means
as barter deals and partial devaluation of currencies.

Tndustiial production generally increased in under-
developed countries in 1951 and 1952. In some cases
there was a continuing expansion in the output and
exports of mining indusities in response to the fairly
well sustained world demand for metals and petroleum
products. In other cases, the process of substitution
of domestic production for imported manufactures
continued. In a number of countries, finally, there
was an inciease in residential consiruction and other
investment in fixed capital, one of the factors in the
rise being the reinvesiment of expert profils. The
inerease in fixed capital investment, which contri-
buted to the expansion in indushiial production, was
accompanied by a high level of imports of machinery
and equipment from the United States and western
Furope. The favourable effects of the above factors
on the over-all level of industrial production were in
many cases partially offset by a slackening of demand
for consumer goods, causing a levelling off or 2
decline in production, notably of textiles,

In the majority of these countries the improvement
in terms of trade from 1950 to 1951 was followed
by a setback in 1952 owing both to the fall in prices
of exported raw matetials and to the rise in prices
of imported goods. However, the fall in incomes
resulting from declines in the prices of exports in
most cases had lLittle effect on consumer demand.
Both during the initial upsuige of raw material prices
in 1950/51 and during their subsequent decline, the
diveet effects of these price changes on the incomes of
the majority of the population—as distinct from
indirect effects excrcised through the stimulation of
primary production and investment-—were often :ela-
tively small. The price fluctvalions as such were
reflected mainly in an expansion and subsequenl con-
traction of ptofils, or in some cases, of taxes, since
a number of governments in the Far East drained off
pait of the mofits in 1950/51 by such means as the
imposition of export dulies, and reduced the dulies
as prices fell.

Tn most under-developed countries the major factor
in determining the tiend in consumplion was the level
of the food supply. In general, there was an inciease
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in the pressure of eflective demand for food resulting
from the rise in employment and incomes. On the
other hand, the proportion of the larger total agli-
cultural production that was devoted to commodities
other than {ood increased in 1esponse to the previous
tise in the prices of these ilems in relation to lood
ptices, o1 as a result of governmental policies

Where the supply of food did not keep pace with
rising demand, the higher money incomes of the
industrial population wete laigely offset through a
vise in the price of food. Another factor tending to
raise the cost of living was the continued increase
in import prices, intensified in some instances by
currency devaluation, These increases in the cost of
living tended both to restrain consumer demand for
industiial goods, since the fall in urban demand was
offset only in part by higher demand in rural areas,
and to generate an upward spiral of wages and prices,
In certain under-developed countries, notably in South
America, such price spirals had begun in earlier years
and were given additional momentum by develop-
ments during the period under review. In a number
of counliies in Asia, however, the rise in food sup-
plies during the period under consideration sufficed
to prevent any maiked change in food prices or the
cost of living, and consumplion was maintained or
inereased in real terms,

TRENDS IN INFERNATIONAL TRADE AND PAYMENIS

The changes in international trade and payments
from 1950 1o 1952 took place in a context of con-
tinuing international disequilibrium. This was 1eflected
in the fact that it did not prove possible for most
countries to comply with the provision in the Asticles
of Agreement of the International Monetary Fund for
dispensing with exchange restiictions by the end of
the post-war “iransitional period”, which expired in
the early part of 1052,

The quantum of international trade outside eastern
Lurope and mainland China® dropped slightly in the
fitst nine months of 1952 from the level of the pre-
vious year. Towards the end of 1950 and early in
1951 the quantum of trade had expanded sharply
under the impact of a general 1ise in economic activity
and, in particular, of an accumulation of inventories
in both industiialized and undet-developed cconomies.
In 1952, on the other hand, the levelling off in eco-
nomic activity and the decline in the rate of aceumu-
lation of inventories were associated in many cases
with a {fall in the demand for impotts, Moreover,
a number of countries which encountered balance of

*See Food and Agriculture Organization of the United Na-
tions, T'he State of Food and Agriculture: Review and Outlook
(Rome?, Qctober 1052

"For a list of couniries included in “ensiern Europe and
mainland China”, see footnote 6 in this chapter

payments difficulties in 1951 were compelled to 1educe
their imports in 1952 through the use of disinfla-
tionary fiscal and credit policies o1 import 1estrictions,
or baoth.

The period from 1950 1o 1952 illustrates the sen-
sitivity of balances of international payments to even
maderate fluctuations in internal demand. During
this period many countiies experienced changes in
their balances of external trade and payments out
of all proportion lo the movements in their agaregate
incomes and output. In part this reflects the fact that
the balance of trade may shift by relatively laige
amounts in respense to smaller variations in exports
and impoits separately, while changes in the balance
of trade are not necessarily reflected in corresponding
variations in the total national product inasmuch as
other factors may produce offsetting effects. Institu-
tional and other factors may also contribute to the
amplitude of fluctuations in balances of payments.
Thus, changes in the balance of trade associated with
successively rising and {alling exports would tend to
be magnified in so far as there were any delay in

the adjustment of imports to the consequential move-

ments in economic activity. This tendency would,
moieover, be intensified in those cases in which con-
siderable administiative time lags are involved in the
relaxation o1 tightening of import restrictions in
response to the balance of payments situation.

The main distuibing factors in inlernational pay-
ments from 1950 1o 1952 appear to have been lwo.
The first consisted in variations belween countries
not only in the intensity but also-—and perhaps more
importantly-—in the timing of the rise and fall in
their demand for impoits during this period. The
second consisted in differences in the responsivencss
of supplies of raw materials and of finished products
to the changes in demand. These factors led to sig-
nificant changes both in the quantum and in the
terms of trade. Both factors were involved in the
fluctuations in the balance of payments between indus-
trialized and primary producing countries from 1950
to 1952, but changes in balances among the indus-
trialized countries were associated primarily with
differences in the timing of the expansion and sub-
sequent contraction of their imporls

The changes in prices of primary products noted
above were 1eflected, with a short time lag, in the
export prices of the countries producing these goods.
Thus, the export prices of primary producing coun-
tries, having risen until the first quarter of 1951,
tended on the average to fall beginning in the second
quarter and more steeply after the fourth quarter of
thal year. On the other hand, the prices of finished
goods exported by industrialized countries, whick had
risen more slowly than the prices of imported pri-
mary products from mid-1950 to mid-1951, continued
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their upward movement until the early months of
1952 under the impact of the previous increase in
raw malerial and wage costs, As a result, the terms
of trade began to turn in favour of the industiialized
and against the primary producing counlries from
approximaltely the middle of 1951, By the third quar-
ter of 1952 the terms of trade of western Lurope as
a whole had virtually regained the position prevailing
at mid-1950, although in the United States and some
individual western European countries they were still
less favourable than at mid-1950.

Since the quantum of western DBurope’s exports
rose motre than that of ils imporis from 1950 to
1951, changes in export and impert prices sufficed
to account {ully, in a stalistical sense, fo1 the adverse
movement in the balance of wade. Conversely, the
entite improvement in the balance of bade in the
first nine months of 1952 was atlibutable to the
recovery in terms of tiade, since the quantum of
western [turope’s exports {ell slightly more than that
of i1s imports. As for the primary producing coun-
tries, the improvement in their terms of trade was the
major factor permitling them to inciease considerably
the quantum of their imports in 1951 from the United
States as well as weslern Furope, since the quantum
of their expoits rose relatively little; and the sub-
sequent setback in their terms ol trade contributed
in large measme lo the substantial external deficits
incurred by a number of these countries in 1952,

The decline which set in fiom the second half of
1951 in the export incomes of primary producing
countries began, in 1952, Lo 1eact adversely upen
their demand for imports, especially o consumer
goods, Nevertheless, owing to the lapse of time be-
tween the earsing and speading ol incomes, and
still more to the time lags involved in the precurement
of capital goods, import deliveries, especially of capi-
tal goods, continued on a high level for some lime
after the fall in export receipts had begun. In some
countries, moieover, the demand for imperts was
sustained by continuing inflationmy piessures, and
in some, inadequate food production or crep lailures
in 1951/52 gave 1ise to a higher demand for foed
impoits. These faclors, together with the deterioration
in terms of trade, conuibuled to the gmowth in the
external deficits of a number of counlties in the
oversea sierhing atea, the Middle East and South
America. Many of these vountiies had to diaw dewn
their rescives of [omeign exchange, especially their
sterling assets, and ullimately lo impose reshiictions
on both dollar and non-dollin impents. In oo Jew
impoilant cases, there was also & considerable acen-
mulation of arrears in paymenls to the United States
and western Ewrapean countries; some of the latle:
counlties reacted by imposing selective restrictions
on theit exports. These various resttictions on trade

began to exert their maximum impact towards the
middle of 1952,

Balances of payments were affected during the years
1950 to 1952 not only by fluctuations in terms of
trade bul also by inventory changes. Countries whose
inventories ale yising tend to 1un into deficit with
those whose inventories are falling, especially since
the import content of inventories is, in general, 1ela-
tively high. Where imports are Iree from quantitative
controls, inventory changes are normally a causal
factor aflecting impoits and hence the exteinal bal-
ance. When, however, import restrictions are varied
in such a way as lo keep external payments in halance
and protect foreign exchange reserves, stock building
and depletion may be as much a consequence as a
cause of the changes in imports.

Differences in the timing of the 1ise and fall in
the rate of aceumulation of inventoties in particular
countries were frequently of considerable impoitance
in the changes in their external balances from 1950
to 1952, This factor played an important part in
determining the 1elative creditor and debtor positiens
of various countries on the books of the Furepean
Payments Union as well as changes in dollar deficits.

In the case of the stetling area, diflerences in the
phasing of invenlory changes in relation lo other
countries were a major influence in the exceptional
instability of the area’s balance of paymenis {rom
1950 1o 1952, though other {factors also played their
part. Among the latter were fluctuations in export
prices and money incomes in the primary producing
countries in the area, and the inevitable time lags
involved in adjustment of imports to the level of
export receipls. Countries in the sterling area imposed
severe restrictions on imports of dollar goods in
1950 while United Stales impotts were 1ising, 1elaxed
them in 1951 while United States imports were [alling,
and 1eimposed them in 1952 when United States
imporis 10se again in quantum but lell somewhat in
value. As a result of these developments, the sterling
area balance of payments with the dollar area? passed
from a surplus of over $800 million in 1950 to a
deficit of more than $1,000 million in 1951, tending
subsequently, in 1952, to move intoe balance Similar,
though smaller, fluctuations ecemred in the extemal
paymenls of other counliies. Thus the deficit on
curtent accounl® of conlinental western Euiope with
the dollar area inereased from S1,400 million in
1950 1o S1.800 millian in 1951, but was 1educed
once more during 1952

To a gicater extent than in previous yeais, a num-
ber of countries in 1951/52 sought to cinh domestic

YOn current and capital accountz, excluding Uniled States
aid and changes in goid and dollar assets,

8 Txcluding United  States  aid
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demand in order to reduce the pressure on their
external payments, Measures to this end were fre-
quently supplemented by the tightening of exchange
and import restrictions, which in many cases were
designed to reduce over-all deficits, as well as dollax
deficits, so that they were applied to external transac-
tions in general and not merely to trapsactions with
the doliar area. A tendency towards a mutual cur-
tailment of imports resulted within the area covered
by the Europear Payments Union, between western
Europe and South America, and even within the
sterling area. However, a number of countries made
more strenuous efforts than in previous years to
foster exports to the dollar area in preference to
other destinations, particularly by means of financial
incentives to exporters.

PRODUCTION AND THADE IN THE CENTRALLY
PLANNED ECONOMIES

There was relatively little mutual interaction in
1951 and 1952 between economic developments in
eastern Eurepe and mainland China® on the one hand
and the rest of the world on the other, 1eflecting
the progressively diminishing imporiance of the eco-
nomic links between the two areas.

These countries devote a high proportion of national
income to capital formation, in accordance with their
policy of rapid industrial expansion, simultaneously
with their heavy military expenditures. They report
continuing high percentage increases in industrial pro-
duction. The rate of increase of industrial production
from 1951 to 1952, though somewhat lower than in
the previous year, ranged from 11 per cent in the
Union of Soviet Socialist Republics to 24 per cent
in Hungary. On the mainland of China, where indus-
try is in process of reconstruction—and much of it
is, in any case, at an early stage of development—
the peicentage increase in the index of industiial
production was still higher. In all these countries the
output of heavy industiies, responding to the increase
in investment and in military expendilures, rose
faster than that of consumer goods industries. How-
ever, in some seclois of heavy indusiry the economic
plans of Czechoslovakia, Hungary and Poland were
not fully realized, though plans {or industrial output
as a whole were in general fulfilled. These develop-
ments were accompanied by an expansion of indus-
trial productivity and employment, the latler heing
achieved in part thiough a tiansfer of labour from
other occupations to industty. In some countries,
shottages of labour were experienced by industry.

* Albania, Bulgaris, Czechoslovakia, castern Germany, Hun-
gary, Poland, Romania, the Union of Soviet Socialist Republics
and the aren under the contrel of the Central People’s Govern-
ment of the People’s Republic of China

While industrial expansion was zelatively rapid,
agricultural output developed rather slowly and was
subject to considerable variation hecause of chang-
ing weather conditions. The tiend in consumption,
especially of food, varied Irom country to country.
In mainland China, eastern Germany and the Soviet
Union, increases in supply were sufficient to permit
a rise in real wages. In Bulgaria an improvement in
the supply of consumer goods, together with a mon-
etary reform designed to eliminate a major proportion
of cash in the hands of the public, made it possible
for rationing o be abolished.

in Czechoslovakia, Poland and Romania, on the
other hand, the {ood supply silvation deteriorated.
This was the consequence of a lagging of agricultural
output behind industrial production, aggravated by
bad weather; of the tendency for per capita food
consumption in rural areas to increase as the agri-
cultural population was drawn off to other occupa-
tions; and finally, of the withholding of deliveries
by peasants and speculation 1esulting from rising
prices on the free markets. This led to a decline in
per capita food consumption, and piobably 1eal
wages, in the towns, though it also raised the real
income of those peasants who sell a significant por-
tion of their produce. In order to deal with this
situation the countries affected introduced a number
of measures, including the rationing of foodstufls,
Additional {oed supplies were made available out-
side the scope of the ratiening schemes, at highe:
prices. Although Romania adopted a monetary 1eform
along the lines of the Bulgarian reform, rationing
continued. In Hungary a decline in the supply of
food, accompanied by a rise in demand, resulted in
the introduction of rationing at the beginning of
1951. An improved harvest in 1951 made it possible
for rationing to be abolished but the situation dete-
riorated again after a poot crop in 1952,

Yugoslavia,” which had had a particularly poor
harvest in 1950 owing to a diought, had a much
bettex one in 1951, and food consumption and real
wages recovered from the previous decline. The har-
vest of 1952 was, however, again severely damaged
by drought. Industrial output rose 4 per cent jn 1951
and was maintained at that level in 1952

Before the war the eastein European countries
other than Yugoslavia transacted some 90 per cent
of their trade with the rest of the woild and only
10 per cent with one another. Since then the quantity
of trade of these countries with the rest of the world—

T The classifieation of Yugoslavia presents some gpecial difhi-
culties in that while it appears that economic activity continued
to be centrally planned during the period under review, con-
siderable changes were being introduced in the organization
of iin:] economy in the direction of decentralization end de.
control,
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“gast-west” trade—has been cut by one-hall, and is
of diminishing importance 1o both groups of countries
concerned. By 1951 east-west trade accounted for
only one-third of the trade ol the centrally planned
cconomies, other than Yugoslavia, and for a mere
2 per cent of the trade of the rest of the woild. More-
over, the aggrezate foreign trade of the former group
of countries continued 1o be small in relation to their
total production, imports from all sources heing
equivalent, probably, Lo not more than 2 per cent of
the combined output of the area.

While trade between the centrally planned economies
and the rest of the world has declined since pre-war
years, the quantum of trade within both groups of
countries has expanded substantially by virtue of an
intensification of tiade among the countries com-
prising each group. An exception lo these trends is
Yugoslavia, whose utade has now been reoriented
owing to difficulties in relationships with other eastern
European eountries,

CONTINUING WORLD ECONOMIC PROBLEMS

The cowrse of recent world economic developments
seen against the background of the situation in the
carlier post-war years, as well as before the war,
indicates significant elements of progress. Industrial
production, which in 1946 barely exceeded the pre-
war volume in the world as a whole, and was well
below that volume thioughout most ol Ewope and
Asia, has now 1eached a level which, on the average
for all countries, is 75 per cent or mere higher than
in 1937. The world’s output of food has also recovered
from the eiffects of war-time devastation, being about
one-tenth larger in 1951/52 than the average for the
years 1934-38. Levels of employment have been higher
in the post-war period than before the war, and
uneniployment has in general been lower, The rise
in agricultural and industrial production has been
accompanied by a growth in the quantum of inter-
national trade to a level about one-third higher than
in 1937 Moreover, the increase in ouipub in areas
which suflered physical devastation has enabled them
to restore a better balance in their inlernational
paymenis by 1aising their export capacilies.

There are, however, important qualifications to be
made in 1espect of the progress thus far achieved.
The rise in industrial production in the woild as a
whole continues Lo 1eflect great divergencies in achieve-
menls among individual countries. Per capila produe-
tion of food 1emains less than before the war, especial-
ly in Asia, since the growth in world population has
been of the o1der of 15 per cent. While the danger of
inflation is still presenl in some countries, the problem
of maintaining present high levels of employment
may hecome of considerable importance in the next

few years, Finally, international trade continues to be
beset by multifarious restrictions, and internalional
economic balance has yet to be achieved.

The areas of continuing economic difficulty may be
considered under three main headings—problems relat-
ing to the maintenance of economic stabilily, those
concerned with persistent disequilibrium in inlerna-
tional payments, and those arising from the relatively
slow advance of the under-developed countries, While
these three problems are econceplually distinct, they
are in practice closely interrelated and the solution
of cach depends lo some extent upon the success
achieved in dealing with the others.

The problem of economic stability

In the major industiial countries of North America
and western Euiope, aggregate employment levels have
generally been high throughout most of the post-war
period, and serious unemployment has, on the whole,
been confined Lo cerlain countiies o1 industries con-
fronted by special difficulties. Most countries have
had to deal with problems arising from an excess of
monelary demand 1ather than from an insufficiency
of demand below the levels required for the main-
tenance of high employment. Inflationary problems
were most acule during the period of shortages in the
immediate altermath of the war and in the first phase
of reaxmament which began at the end of 1950, In the
carlier period the major [actors in overcoming the
pressure of inflation were the recovery ol supplies
of consumer goods and the reduction o1 elimination
of the pent-up demand for goods which could not
be satished during the war years, though governmental
measules of fiscal and monetary policy designed to
curh demuand were also ol considerable importance
in a number of cases. A more widespread reliance
apon such fiscal and monetary measures in 1951 and
1952 contribuled largely to the subsiding of infla-
tionnry pressures which oceuited in most countries
by the beginning of 1953 although expansion in
productive capacity and in supplies also played an
impartant part.

While these measures were elleclive in restraining
demand, they could not prevenl a general upsurge
in prices 1esulling initially liom increased 1aw ma-
terial costs, and subsequently from the responsiveness
of wage 1ates and other costs to the rise in consumer
prices. Though the wage-price spiral seems to have
spent ils force in most counlties, it could certainly
be set in motion again by any uptmn in the cost
of living.

The possibility of deflationary developmenls camnot,
of comrse, be excluded {rom consideration, though
there are many elements suppotting demand in the
present situation. It has alieady been noted that the
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rate of expansion in government expenditures in
many of the industiialized countries of North America
and western Europe was reduced in 1952. It is likely,
however, that a relatively high volume of governmental
demand {or goods and services will be maintained.
Changes in the other main elements in total demand
cannot be predicted with any certainty at the present
time since much depends upon the fiscal and monetary
policies pursued by governments as their own expendi-
tures level ofl. Under [avourable conditions, there is
in all these countries great scope for further growth
in privale investment, especially in those areas of
productive enterprise and construction which, during
the past two years, have been subject to limitations
of various kinds designed to facilitate rearmament.
On the other hand, however, privale investment asso-
ciated with the expansion of arms production may
tend to decline.

In most of these countries the responsiveness of
government lax revenues, social security contribuiions
and social expenditures to changes in the level of
aclivily and employment is nowadays sufficient to
exercise a sigpificant moederating inflluence on any
spontaneous tendencies towards depression and declin-
ing employment. Substantial support to the level of
effective demand could also he afforded through
reductions in tax 1ates, as well as through useful
investments of a type which governments can foster
by means of appropriate fiscal and credit policies.
The powess of governments in these respects have not
as yet been serlously tested.

Lven if it should prove possible to maintain a
broad stability in the tolal demand for goods and
services in the industrialized countries, the events of
recent years suggest that this, of itsell, would not
provide immunity from erratic swings in inventory
expenditures. Though the direct effect of such fluctua-
tions on employment and economic activity in indus-
trialized countiies may be relatively minor, their
repercussions on external payments and terms of
trade are apt to be considerable. The under-developed
countiies are especially vulnerable to these fluctuations,
as is indicated below, because the primary products
which they expoit ate a major component of the
invenlories of the industrialized countries. Instability
in internal demand, and particularly in expenditure
on inventories does, however, affect most countries in
greater or lesser measure, and tends to expose their
balances of payments to 1apid changes The existing
supply of gold and [oreign exchange in the hands
of the great majority of governments, even when
supplemented by international borrowing rights of
the type provided by the International Monetary Fund
and the Eurepean Payments Union, is insufficient to
enable them to meel disluibances of the size of those
which have occurred in 1ecent years, without recourse

to import restrictions or deflation. The elaboration
of measures to mitigate the international impact of
domestic instability continues, therefore, to call for
international discussion.

International economic disequilibrium

A second area of continuing difficulty comprises the
problem of international economic imbalance. It is
difficult to see how this imbalance could be eliminated
in the absence of a solution to the problems of
domestic economic stability reviewed above. But the
achievement of such stability would not be sufficient
in itself to evercome the obstacles to the establishment
of international equilibrium. From 1947 to the begin-
ning of 1950 ithe abnormal external defcits incurred
by many countries were progressively reduced as
their production and expoits recovered from the effects
of war devastation, and as inflationary pressures sub-
sided. The subsequent period from 1950 to 1952 was
characterized, for reasons already discussed, by sharp
fluctuations in balances of payments, leaving it some-
what obscure, for the present, as to whether the
underlying trends have been towards or away from
equilibrium. The main 1eason for optimism lies in
the reduction of the dollar deficit achieved by the
non-dollar countries in the course of 1952, The gap
between United States exports and imports of goods
and services, excluding expoits financed by military
aid, was significantly lower in the second half of
1952 thar in the six months before the outbreak of
hostilities in Korea.

This improvement was, however, precarious. It
depended to a considerable extent upon tightened
imporl restiictions by countsies in western Europe, the
oversea sterling area and Latin America, It reflected
a slackening in economic activity and 2 fall in the
rate of stock building in manry non-dollar countries,
combined with an expansion of activity in the United
States, where unemployment was reduced to unusually
small dimensions. And it included among its main
componenis an increasing value of purchases of
goods and services for use abroad by the United
States Government and its personnel, which cannot
necessarily be expected to continue indefinitely at
current levels.

The world, therefore, remains confronted with major
problems in the achievement of international economic
balance and ultimately of the convertibility of eur-
rencies. These problems concern not merely the direct
transactions between the dollar area and the 1est of
the world but also, as will be seen below, the pattemn
of production and international trade in the non-dollar
countries. The most important single manifestation
of disequilibzium, however, is the inability of most
countries to balance their dollar accounts without
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recourse to financial aid from the Uniled States and
restrictions on dollar imports; and any advance
towards international economic balance must there-
fore include as one of its major clements a further
process of adjustment of the demand for dollars to
the supply, excluding economic aid.

Hew far such adjustments will have to go in curtail-
ing the demand for dollars will depend upon the extent
to which a continuing decline in disbursements of
economic aid by the United States may be offset by
other transactions tending to raise the world supply
of dellars—notably by a rise in United Slates imports
or privale capital outflow or boeth,

A continuation of the rapid growth of economic
activily in the United Stales would tend to inerease
the oullays of that countiy fo: imports. This would
to some extent 1aise the dollar earnings of industrial-
ized countiies from their exports to the United States.
However, since United States imports consist pre-
dominantly of foodstufls and raw materials, the most
important direct beneficiaries of such a rise in Imports
would be the primary producing couantries, theough
certain western European countries would also benefit
to the extent that their afbliated currency areas con-
tribute dollar suipluses to the metropolitan countries.
Except in the case of such pooling arrangements, the
effect on indusirialized countries in present circum-
stances would depend primarily on how [lar they
might be able to compete for the additional supplies
of dellars made available through increases in United
States imports. In the conditions of dollar shortage
characteristic of 1ecent periods, primary producing
countries, other than couniries in the oversea sterling
area, hiive generally employed their dollar earnings 1o
purchase goods in the United Slates 1ather than to
finance impoits from western Furope.

Any eduction of United States hmport duties,
removal ol customs foimalities or consolidation of
tariff concessions previously granted would also tend
to increase the world supply of dollmis and in this
case, depending upon the goods aflected, the direct
benefit might acerue to a considerable extent to indus-
trialized countries expoirling manulactuies, A very
small inctease in the propoition of the United States
market {or manufactmed goods supplied by foreign
producers would entail a substantial increase in the
direct dellar earnings ol these countries.

The woild supply of dollms could also be raised
thtough an increase in the outllow of long-term
eapital [rom North America lo the 1est of the world,
Thus far in the post-war period, hewever, owing to
the attraction of invesimenl within North America and
the political and economic obstacles and uneertainties
facing foreign invesiors in many potentially capital-
impoiting countries, the outliow of privale investment

from the United States has been loe small to make
much of an impression on the dollar problem. The
degree to which an inerease in the flow of United
States private [oreign capital to under-developed
countries might coniribute to the solution of the
dollar preblem of western Europe would depend
parily on how far such investment took the form of
freely disposable dollmis and partly upon western
Europe’s ability to compete for such dollars.

Whatever expansion may be achieved in the supply
of dollars is unlikely to dispense with the need for
adjustments in the rest of the world to economize the
demand for imports from the dollar area. This is all
the more necessary in that such demand tends to be
augmented as world real income expands. Since the
dollar shortage is already compelling countries to
restrain their consumption of dollar goods, the main
scope for such adjustments would seem to lie in
expanding the production and exchange, between non-
dollar countries, of goods which compete with dollar
imports.

The convergence of the demand of western Europe
and primary producing countries upon the dollar area
results in part from their fatlure to supply one another
with enough of cerlain types of goods of particular
importance ior sustaining or developing their econo-
mies. This applies particularly to the requirements
of western Europe for food and certain raw materials
and to the demand of under-developed counities for
capital equipment. Among the factors 1esponsible for
aggravating this situation are the progiessive curtail-
ment of east-west trade and the failwe of [ood pro-
duction in non-dollar countries 1o rise commensurately
with population and invome. In addition, the compo-
sition of goods available for expoit from weslern
European countries has still not been fully adapled
to the shift in the import demand of under-developed
countries rom consumer goods towards capital goods,
especizlly where loreign exchange resources aie inade-
quale to support imports of both types of goods.
While westein Euwrope’s capacily to produce capital
equipment has increased considerably since pre-war
years, exporl capacity has not thus far risen commen-
surately owing to the prior elaims of inteinal 1econ-
straction and, more recently, of rearmament. Any
solution to the problem of international economic
balance at a high level of income and trade is likely
to necessitate significant changes in the structne of
trade in the non-dollar areas.

These adjusiments will not come about unless there
is an adequate incentive lo produce additional supplies
of the dollar-saving goods aL piices competitive with
those produced in the dolla: area. For this puipose,
and in order to expand direet sales to the dollar area,
it may be necessary, in some cases, to apply general
measures to check increases in wages and prices, or to
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adjust exchange rates. Such measures, however, have
to be applied with care: in the case of dellation, lest
they involve dispropertionate saciifice of domestic
production, employment and productivity; and in
the case of devaluation, lest they entail too steep a
deterioration in terms of trade and set off an inflation-
ary spiral of prices and wages. The loss of real
income which adjustment by such a means would
entail could, however, be avoided provided that a
sufliciently 1apid increase in productivity could be
achieved by non-doliar countries.

Leonomic development

The economic development of wunder-developed
countries continues to be a primary preeccupation of
the United Nations and of its specialized agencies, as
well as of their member countries.

Studies in recent years indicate that while world
income has grown 1apidly, it is now even more
unequally distiibuled among countries than in the
period immediately preceding the Second World War,
and the last two or three years have done Hittle to
alter this general picture of a widening gap between
rich and peor countries. ' '

The problems of under-developed countries aze
fornndable. 3¢ long as they remain dependent on the
export of raw materials for a substantial proportion
of their inceme and for the bulk of their foreign
exchange receipts, they may be expeosed to perlodic
sethacks 1esulting from the characteristic instability of
external demand for such products even during periods
of high and rising real income in the industrialized
countiies. Price [fuctuations of the magnitude of
those which have been typical of many primary com-
meodities in recent years, besides leading to abnermal
fluctuations in real income, subject the economies of
under-developed countries to periodic distortion and
make it extremely dificult for them to budget for an
orderly programme of economic growth, based upon a
stable level of foreign exchange iesources adequate
for the purchase of any necessary goods abroad. Many
such countiies have attempted in recent years to
stabilize the incomes of domestic producers in the
face of price fluctuations in export markels, but these
efforts have not obviated the disturbing eflects on
their capacity to maintain imports. The achievement
of a greater degree of stability in the export incomes
and import capacity of under-developed countries may
therefore also involve measures to stabilize the world
demand {or primary products. .

On the other hand, recent attempts to expand and
diversify the productive capacities of undez-developed
countries have likewise encountered great obstacles.
The giowth of investment activity and industrial
employment in these countries tends to generate a rise

in aggregate money incomes and hence in the demand
for consumer goods, especially food. Consequently,
unless indusirial expansion is accompanied by a
corresponding increase in the supply of food and other
consumer goods, there ensues a mounting inflationary
pressure of demand, accompanied frequently by an
upward spiral of wages and prices with disturbing
repercussions on piroduction and economic develop-
ment. In some countzies inflationary price spirals
have persisted throughout the post-waz petiod. It is on
account of the inadequacy of food supplies, moreover,
that many of the under-developed countries have
been compelled to devote a considerable proportion
of their expanded foreign exchange incomes in recent
periods to imports of foodstuffs. The lack of elasticity
in the supply of feod in undei-developed countries
continues to be a major hindrance to their plans for
economic development. It is easier lo indicate this
difficulty than to find a solution for it. While technical
assistance rendered by the economically advanced
countries for the improvement of agricultural produe-
livity in under-developed areas can contribute to the
easing of this problem, the main burden of its solution
resis with the under-developed countries themselves,
especially since questions of the pattern of social
organization and of land tenure are fiequently
invelved,

Much alse remains to be done in these countries
for the mote effective mobilization of domesiic re-
soutees, for the channelling of those resources to
productive activity, and for the strengthening of
technical and administrative skills.

An accelerated pace of economic advance in the
under-developed countries is likely to give rise to an
expanded demand for imports of capital goods. Con-
trary to fears expressed in 1950, when it was thought
that the countries engaged in 1earmament would be
unable to make adequate supplics of capital goods
available for export, deliveries of such goods to under-
developed countries 1ose in real terms from 1950 to
1951, and were at least maintained in the first half of
1952; and any subsequent slackening in such exports
was due primarily to balance of payments difficulties
experienced in a number of importing countries rather
than to major dislocations from the side of supply.
This is an indication thal, given any relaxation in the
pressure of military expenditures, there should be no
difficulty, from the angle ol supply, in providing the
less developed countries with a greatly expanded
volume of capital equipment, while al the same time
providing for the continued needs foz renovation and
expansion in the industrialized countries themselves.

The question is 1ather that of the adequacy of the
foreign exchange resources of under-developed coun-
tries for the financing of the imports which they need.
The bulk of these resources will, at any 1ate {or some
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time, continue to be derived {rom exporis predomi-
nantly of raw or semi-processed primary products.
The tempo of economic development could, however,
be substantially accelerated with the aid of resources
borrowed {rom the industrialized countries. For reasons
of a political, social and economic character, some of
which have already been mentioned, the flow of
private funds from developed to under-developed
counlries is largely confined, with relatively few
exceptions, to direct investment in extractive industries
and shows little tendency to any major expansion.
The flow of public funds, though growing, is likewise
small. There is widespread agrecment, however, that
an expanded flow of capital to under-developed coun-
tries, if properly directed, could constitute a factor of
major importance in raising the standards of living
of their populations. The primary aim of such a {low

of capital should, of course, be that of accelerating
halanced economic growth in areas where it is most
needed. But the additional demand for exports of
industrialized countries which would thereby be
generaled could contribute materially to the mainten-
ance of lotal demand and economic stability in these
countries. Moreover, the effect of such a flow of capilal
in stimulating higher ouiput and productivity in the
under-developed countties could, under favourable
conditions, offer opportanities for the enlargement of
international tiade in directions which would reduce
the abnovmal dependence of countries, both developed
and under-developed, upon imports from the dollar
area. In this manner an expanded flow of capital to
under-developed countries could advance progress
towards the solution of all three types of basic
problems considered above.
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Chapter 1

ECONOMICALLY DEVELOPED PRIVATE ENTERPRISE ECONOMIES

Summary

Economic changes in the developed private enlerprise
economies! in the period 1950 to 1952 were largely
determined by certain developments of world-wide
scope. In consequence, the pattern of changes in eco-
nomic activily was with o few exceplions 1emarkably
similar {from counliy to countiy. This fact makes it
useful, before enlering upon more detailed analysis,
to 1eview developmenls in an aggregative sense by con-
sidering these eountries as a single group.

National production in these countries increased
significantly from 1950 to 1951. For the group as a
whole, real gross national product increased over 7
per cent. However, by the second half of 1951 a
slackening in the rale ol increase was evident, and
in 1952 the over-all gross national product increased
only about 2 per cent as compared with 1951 (see
table 1}.

These changes in national production in the period
considered wete largely determined by the changes
in effective demand engendered by two major develop-
ments lollowing the outbreak of Korean hostilities in
the middle of 1950: (a) large-scale 1earmament and
(b) the speculative raw material boom and subsequent
slump. The rearmament programmes involved not
only shmp inereases in military expenditures but
alse the institulion of measures designed to keep down
private expenditores, The rise in private consumption
was curbed mainly through an increase in the hurden
of direct and indirect iaxation (er a iednction in
subsidies). Private investment was testrained by
corperate taxation and by such measures as the tight-
ening of credit, the restrietion of huilding licences and
the allocation of stialegic raw materials. At the same
time the effect of the speculalive raw material boom
of 1950/51 and the subsequent slump of 1951/52
was reflected in a substaniial rise and fall in the rate
of inventory accumulation-—Dbeth ol raw malerials and
of finished goods.

As a result of these developments, decided changes
occurred in only two of the major components of

' The countries covered in this chapter are Australia, Belgium,
Canada, Denmark, France, western Germany, Italy, the Nether-
lands, Norway, Sweden, the United Kingdom and the United
Hates
S
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aggregale demand, namely, government expenditure
and private investinenl in inventories. Government
expendilure, as a result of the rise in military outlays,
rose substantially and, in all the count:ies together,
accounted for about three-fourths of the total inciease
in gross nalional product from 1950 to 1952,

Private investment in fixed capital was enhanced
by the encouragement of investment related 1o rearma-
ment but at the same time was restrained by the
general governmental measures releired to above
Although ihese measures, introduced in late 1950 or
in 1951, were relaxed in many instanees in 1952, their
impact was not negligible even in thal year because
of the time lag between investment decisions and
actual investment. As a result of these divergent ten-
dencies, investment in fixed capital increased only
moderately during the period 1950 1o 1952, In con-
irast, the inventory cyele associated with the raw
material boom and slump was marked by a steep
increase in investment in invenlories in 1951, How-
ever, in the second hall ol 1951 the speculalive 1easons
for further increases in inventories—expectaiion of
future price increases and shortages—lhad already
largely disappeared and in 1952 investment in inven-
tories fefl sharply. In consequence, total invesiment
10se considerably in 1951 and fell in 1952 (o a level
not much higher than in 1950 These changes in the
rate of inventory accumaulation largely account for
the wide disparity between the over-all 1ates of eco-
nomic expansion in 1951 and 1952

Changes in the real balance of exports and imports
of goods and services of the group as a whole in this
period were nol so large as to play a significant part
in determining the level of economic activity, even
though the shifts in the real balances of individual
countries were econsiderable.

Consumption showed only a comparatively small
increase from 1950 to 1952 and thus fell in relation
to gross national product. As suggested above, this
was mainly due to the increased buzden of taxation.
The extra income generated by the rise in govern-
ment expenditure was partly absorbed by the increase
in tax revenue. Al the same time the real value of
government transfers {social benefits, ete.) was re-



20

Part 1.

Major national economic changes

Table 1. Aggregate Real Gross National Product,
Unemployment, Cost of Living and Real Wages, in

Developed Private Enterprise Kconomies as a
Group, 1950 to 1952

ftem 1950 195l 1952

Percentage of total 1950 gross
national product, computed
at constant prices:

Gross national product 1000 1073 1097
Personal consumption 68.4 69.2 70.4
Government expenditure 14.6 8.3 218
Private investment . 16.9 195 17.6

Balance of exports and im-
ports of pgoods and serv-
ices S 0.1 63 01

Unemployment as percentage
af civilian  labour force

available for hire 6.0 4.8 4.9
Indices (1950=100):

Cost of living o 1000 1102 1157

Real wage rates 100.0 1016 1040

Source: See table 2.

Note: In order to present the dala for all countries of the
group on o comparable basis, all components of gross national
product for the three years, 1950, 1951 and 1952, are expressed
in percenteges of the 1950 pross national product Thus for
1956, the components of gross national product total 100, while
for 1951 and 1952, the sum of the components represents the
index for the 1951 gnd the 1952 gross national product, re-
spectively, with 1950 as the base period.

In order to obtain & global figure (including western Euro-
pean countries, Australin, Canada and the United States) for
real gross national product and its components as shown in this
table, figures for individual countries were weighted alterna-
tively by population and by industrial production. Since the
two sets of results thus arrived at were very close, an arith-
metical gverage was taken to represent an approximation to the
global figure in guestion.

For comparability among countries, rough adjustments were
made in some of the components of the gross national product
of Norway, the United Kingdom and the United States. In the
cose of Norway and the United Kingdom, public investment
expenditure was subiracted from gross capital formation and
included in government expenditure In the case of the United
States, the component “net foreign investment” was replaced by
the balance of exports and imports of gosds and services, com-
parable with the concept used in the national accounts of other
countries. This balance was obtained by adding net government
unilateral transfers to net foreign investment, the corresponding
item being omitted from government expenditure on goods and
services. To the extent of these adjustments, the data used in
obtaining the global averages for the comporents of the gross
natienal product do not correspond exactly with the figures
shown in table 2

The weighted figures for the components of the gross national
product for the year 1952 were calculated on the basis of
preliminary date for individual countries, Since these estimates
are crude, they are not shawn in subsequent tables for individual
countrics in full detail. However, their preliminary character
should not affect the global fgures te a significant degree

Data for individual countries, used in computing the global
figures for unemployment as a percentage of the civilian labour
force available for hire, are shown in table 7. and those used
in computing the plobal Ggures of the cost of living and real
wage rates, in table 8 Since statistics were not available for
the full fourth quarter of 1952, figures for cost of living and
real wage rates in 1952 represent the first three quarters of the
year.

{Candinued ar foor of nexs column)

duced. In addilion, consumplion was unfavourably
affected in 1951 by deterioration in the terms of tiade
of a number of countries of the group, by a shift
to export profits in the distribution of income and,
finally, by lower personal spending in relation to
disposable income. However, in 1952 these influences
were largely reversed.

Throughout most of the period, consumer demand
was at a level below that which could have been
supplied by available productive facilities. In fact,
after the first half of 1951, when the period of rapid
accumulation of inventories came to an end, pockets
of unemployment developed in certain consumer goods
industries.

The increase in gross national product was effected
Targely through a rise in output per man; this rise was,
however, much greater in 1951 than in 1952, when
the rate of increase in production slackened. Civilian
employment incressed from 1950 to 1952 only hy
about 2 te 3 per cent while gross national product
rose by 9 to 10 per cent. Unemployment in this period
fell by aboul one per cent of the labouwr foice. In
1952 it was concenliated mainly in the consumer
zoods sector.

The index of real wage rates shows an increase of
about 4 per cent from 1950 to 1952 for the gioup as
& whole. However, the indices for individual coun-
tries (on which the aggregate index is based) are not
always fully representative for all workers and exag-
gerale to some extent the rise in real wages in the
peried considered.® Moreover, the 1eal wages repre-
sented by the indices are before taxes. The actual rise
in real wages after taxes probably did not exceed
2 per cent. Together with the 2 to 3 per cent increase
in civilian employment, this indicates an oider of
increase of 4 to 5 per cent in real labour income from
1950 to 1952. Like consumption, real labour income
lagged behind the 9 to 10 per cent increase in the
national product.

The cost of living rose rapidly from mid-1950 to
mid-1951, Therealter, the rate of inciease slowed
down, and in the course of 1952 the cost of living
lended to level off. These movements reflected delayed
effects of the raw material beom and slumyp, incieases
in indirect taxation o1 reductions in subsidies and,
finally, increases in money wages in response o lhe
primary rise in the cost of living, to the extent that
they were not offset by the rise in productivity.

“See the analysis of changes in real wages in the sections
which discuss major changes in econemic activity in 1951 and
1952

The glebal figures for eost of living and real wege rates -

were oblaived by weighting the individual figures with the
number of cmployed workers. The appropriate weighting factors
are real payrolls; however, it is considered that the method
actually used does not introduce perceptible innceuracies into
the results.
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The above presents a broad picture of changes in
the group of developed private enterprise economies
as a whole. There were, of course, marked variations
in the economic trends within the individual coun-
tries of this group. There were also certain specific
developments which do not emerge in the analysis
of changes in the gross national product and its com-
ponents. One was the slump in textile production in
the second half of 1951 and the first half of 1952,
which aflected all countries of the group; this slump
largely reflected the inventory cycle, referred to above,
but in many countries some other factors contiibuted
to it as well. Another significant development was the
adoption by several countries of policies 1estricting
domestic demand in order to achieve equilibrium in
their balance of payments. Such policies were intro-
duced in Denmark and the Netherlands in late 1950

and early 1951 and, in some degree, by the United
Kingdom and Sweden in late 1951 and 1952

it is for this reason that, following a more detailed
general analysis of the economic situation in 1951
and 1952, two scctions of this chapler are devoted to
an analysis of the textile slump and of the policies
of Denmark and the Netherlands. The selection of
Denmark and the Netherlands for special study in
this respect was delermined, not by their relative
importance in the international picture, but by the
fact that the policy of over-all curtailment of domestic
demand with a view to improving the balance of
paymenls position was introduced earliest and most
intensively in these two countries, and that data
covering a whele year in which these policies were
fully operative were available.

Major Changes in Economic Activity in 1951

‘The previeus World Economic Report presented a
survey of economic developments in 1951 based on
preliminary figures; final data on gross national
product and its components are shown in table 2. Since
the changes as compared with the pieliminary infor-
malion are not important, the detailed analysis of the
economic situation in 1951 is not repeated, and only
a general outline is given here.

The gross national product in constant prices in-
creased from 1950 to 1951 in all countries of the
group except Denmark, where there was no change.
The increases ranged {rom one per cent in the Nether-
lands, Sweden and the United Kingdom, to 8 per cent
in the United States and 16 per cent in weslern
Germany.

The most important faclors in the increases in gross
national product from 1950 to 1951 were (@) the
expansion of military expenditure and of related
investment and (b) the rise in private investment,
chielly in the form of accumulation of inventories
resulting rom speculative orders. Government expen-
diture and private investment increased in all countiies
of the group considered. On the other hand, the direc-
tion of change in the real balance of exports and
imporls varied from country to country, and consump-
tion in most instances failed to rise, or even {ell, in
spite of the increase in gross national product.

Private investment was aflected by a variety of
factors. There was a steep increase in that part of
investment in fixed capiial and inventories which was
directly or indirectly 1elated to rearmament. In addi-
tion, investment in other types of fixed capital and in
inventories~-and especially in the lalter—avas 1aised
by speculalive orders placed late in 1950 in anticipa.
tion of fulure shortages and price increases. On the

other hand, investment in fixed capital not related to
resxmament (in particular residential building) was
teshiained in many countties by corporate taxation,
by tightening credit policies and in some countries,
as in the Uniled Stales and the United Kingdom, by
direct allocation of stralegic 1aw materials. In the
final outcome, the 1ise in investment in fixed capital
generally contributed less to the total inciease in
investmen! than did the rise in investment in inven-
tories. It should be noted that the large accumulation
of inventories was conflionted in the second half of
1951 both with a weakening of speculative expeclations
and with a failure of consumplion to rise. In conse-
quence, by the foutth quarter of 1951 a sharp fall
in the rate of accumulation had occurred in a number
of countries, and a movement towards actual liquida-
tion of inventoiies had been initiated in some.

The fact that consumption remained about the same,
or diminished, in all countries except Australia,®
western Germany, France and Italy is one of the out-
standing fealures of developments in 1951, It should
be added that, except in Australia, consumption in all
countries fell in relation to gross national product
{see table 3). This phenomenon cannot be considered
a consequence ol a shifl of economic resouices f1om
consumplion goods lo mmaments; indeed there were
many instances of involuntary accumulation of inven-
tories of consumption goods, and consumer zoods
industries generally did not fully utilize existing
facilities. Resiriction of consumption was due lo a
variely of factors, some of which, bul not all, were
the result of government policies designed to forestall
inflationary presswes,

*With respect to Australie, all years referred to are fseal
vears ending in Juze of the vear indlicated.
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Table 2.

Components of Gross National Product, at 1950 Prices,” in Western Eure-

pean Countries, Anstralia, Canada and the United States, 1950 and 1951

{Percenlage of total 1950 gross national product)®
g p

Gross - ot rnment Private Halanee of exports
Country and yeur e, consimprion apaniture st and imports of

Australia *

1050 100 ¢ 699 16.6 15 4 ~2.0

1051 1055 75.5 19.7 17.2 =70
Canada "

1950 1000 66 8 130 220 —1.8

1951 1049 670 158 24.6 —~2.5
Denmark:

1950 . 1000 681 140 214 —3.5

1951 1001 65.6 145 188 12
France:

15950 1000 06.2 145 18.6 07

1951 106 1 70.0 15.7 19.8 06
Germany, western:

1950 100.¢ 64.7 143 227 -146

1951 1159 69.5 157 28.6 22
Ttaly:

1950 1000 731 135 18 4 e —

1951 106.3 749 141 —17.3
Netherlands:

1950 1000 63.4 154 258 —4.5

1951 101.4 61.4 163 224 13
Norway:®

1950 1000 62.0 118 310 -4.8

1951 1031 60.3 13.2 34.3 T
Sweden:

1950 100.0 620 195 179 06

1951 o 1014 612 2007 22.1 2.5
United Kingdom:®

1950 100.0 705 158 17 20

1951 1011 7032 170 15.2 —-14
United States.”

1950 100.0 688 147 119 14

1951 1085 68.0 20.6 193 0.1

Source; Australia: Commonwealth Bureau of Cen-
sus and Statistics, National Income and Eapendi-
ture, 1951.52 {Canberzra) ; Canada: Domizion Bu-
reau of Statistics, National Accounts, Income and
Expenditure, revised preliminary 1951 (Ottawa) ;
Denmark: Department of Statistics, Statistiske
Efterretninger {Copenhagen); Irance: Ministry
of Tinance; western Germany: Statistisches
Bundesamt, Wirtschafe und Staristil {Stungart) ;
Ttaly: Replies of governments to United Netions
questionnaire on full employment; Netherlands:
Central Bureau of Statistics, Statistische en eto-
nometrische onderzoekingen (Utrecht) ; Norway:
Central Bureau of Statisticy, Tendenser [ den
elonomiske wtviliing, Varen 1952 (QOslo) and
United Nations, Monthly Bulletin of Statistics;
Sweden: Konjunkturinstitutet, Meddelanden fran
Konjunilcturinstitutet, serie A:21  {Stockholm} ;
United Kingdom: Central Statistical Office, Na-
tional Income and Expenditure, 1946.1951 (Lon-
don); United States: Midyear Economic Report
of the President (Washington, D. C., July 1952},

* Australic and Dtaly: pross nationsl product
defluted by cost of living, except for balance of
exports and imports, which was obtained as a
difference between exports and imports deflated

by their respective unit valwes of merchandise
trade. Other countries: gross national product
deflated by appropriate price indices of com-
ponents

#In order to present the data for all eountries
on a compatable basis, all components, in both
1950 and 1951, arc expressed in percentages of the
1950 gross national product. Thus, for 1950 the
compenents of gross national product total 100,
wiile for 1951 the sum of the components repre-
sents the index of the 1951 gross national product
with 1950 as the hase period.

¢ Figures relate to twelve months ending 30 Tune
of the year indicated. Estimated expendilure on
passenger cars is included in consumer expendi-
ture rather than in private investment.

Y Renl figures converted by components from
1935.39 1o 1950 prices.

¢ Governmen! expenditure excludes investment
expenditure, which is included with private invest-
ment.

At 1951 prices. Government expenditure in-
cludes net unilateral transfers. Balance of exports
and imports represents net foreizn investment,
which is equal to the export surplus of goods and
services minus net unilateral transfers.
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Fable 3.

Indices of Real Consumption, Employment and Real Wages in Western

European Countries, Australia, Canada and the United States, 1951

(1950=100)

Rea . Consumptivn Heal

Connrs Lt Gt A o,

2 {1) {1
Australia® . 108 104° 104 104¢
Canada 100 103 97 100"
Benmark 96 102° G4 08
Trance : 106 102" 103 109
Germany, western . 107 105 102 106’
Netherlands o7 102 95 06"

Norway 07 100 97 9yt

Sweden 99 101 ug 106!
United Kingdem . 100 100 100 160"
United States 160 102 I 160"

Soirce: Lo source of data for column (1)
see table 2. For column {2}: Australia: Com-
monwealth  Bureau of Census and  Statistics,
Monthly Review of Statistics {Canberra); Can-
ada: Dominton Bureau of Statistics, The Loabour
Force, November 1945—-March 1952 | Reference
Paper No 33, Quawa) ; Demmark and the Nether-
lands: Replies of governments to Uniled Nations
gquestionnaire on full employment and  related
matters, covering 1951 and 1952; France: National
Institute of Statistics and Lconomic Studies, Bul-
fetin mensuel de statistigue (Paris);  western
Germany: Statistisches Bundesamt, Firtschaft und

¢ Staistil; Norway: Department of Commerce,
Nasjonalbudsjettet 1952 {0slo) ; Sweden: United
Nutions, Probiems of Unemployment and Inflation,
1930 and 1951 ; Nationalbudget fir ar 1953 {Stock-
hiolm) 3 United Kingdom: Central Statistical Office,
Monthly Digest of Stmistics (Londony: United
States: Alidyenr Fconomic Report of the President,
July 1952, For column 14): United Nations,
Maonthly Bulletin of Statistics; Canasda: Depart-
moent of Labour, Wages and Hours of Labour in
Canade (Ottawa) ; France, the United Kingdom
and the United States: same as for colamn {21,

*Money wages deflated by cost of iving or
consumer prices,

"Data relate to the fiseal year ending 30 June
1951 (1949/50 = 100}.

CWage and salary workers, exeluding rural,
houschold demestic and defenee workers.

* Hourly rates for male workers in manulactar-

The most general factor was the increase in laxa-
tion, both direct and inditect, to finance military
expenditure,t This was most substantial in the United
Siates and Canada but it also played a significant 1ele
in a number of European countries. The decline in the
real value of transfers worked in the same direction.®

In some European countries the deterioration in the
terms of trade was another important facler in the
curtailment of consumplion. Even in countiies where

*Fhe inereased burden of tuxation resulted both from the
increase in rates and from the influzence of a progressive struc-
lure of jncome taxes in g period of rising money incomes.

S This decline was partieularly large in the United Siates
hecause transfers in 1950 included the veterans” insuraace
dividend.

ing, mining, consiruction, transportation, commerce
and services,

" Straight-lime carnings in manulacturing, min-
ing, forestry, construction, transportation and com-
musnications, and services {loundries).

* Employed insured wage and salary workers

*Hougly earnings in manufactaiing, construe-
tion, transport, commerce and serviges

* Emploved wage carners in industry, building,
transportation, power, commerce and professions.

FWage rates published by the Ministry of
Labour, covering male and female workers in in-
dustry, building, transportation and commeree.

Y Hourly enrnings in manufacturing and con-
structiosn.

*Hourly rates of male workess in manufactur-
ing, mining and consiraction

'Hourly eamings in manufaciuring and min-
ing.

" Male workers

* Hourly carnings in manufacturing, consiruc-
lion, mining (exeluding coal), puldic utilities,
transport amd communicutions Cexeluding railways,
London Transpert and British Road Services) and
government service. General index computed by
United Nations Departmest of Economic Affairs
on the basis of indices for the industrics specified.

“Hourly carings in manufacturing. mining.
consiruction, transporiation, and wholesale and re-
tail trade. General index computed by United Na-
tions Department of Economic Affairs on the bhasis
of indices for the industries specified.

the texms of trade bnproved (Belgium, Sweden and
Noiway), the increases in expoit prices of 1aw mate-
rials and semi-manufacluied goods and in shipping
rales went mainly into profils 1ather than wages and
thus generated only a small additional demand for
consumer goods and services. The considerable inciease
in import piices, on the other hand, was reflected in
higher prices for consumer goods.®

*In Australia, the eombined eflcet of the decided improve-
ment in terms of trade and the shift to export profits, hoth
mainly the result of the beom In weol prices, was te Increase
conswmplion in relation to gross national product. This is attri-
butable to the fact that export profits accrued 1o farmers who
spent @ larger proportion of these profits on consumption than
was the case in the countries referred 1o above.
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In some countries, namely Italy and western Ger-
many, where the terms of trade deteriorated, there was
likewise an increase in export profits as a result of
a greater rise in export prices than in internal costs.
In these two countries there was also a shift to profits
atiributable to internal developments, namely to the
increase in peicentage markups of prices over domestic
costs. On the other hand, in the United Kingdom the
adverse influence on consumption of the deterioration
of the terms of trade and higher taxation was partly
counteracted by a relalive shift in the distribution of
income from profits te wages. This shift occurred as a
result of the delayed reaction of consumer prices to
very rapid increases in the prices of imports.

The above factois aflecied consumplion adversely
through thelr influence upon real income or Hs distzi-
bation. However, in some countries, especially in
Canada, the Secandinavian countries and the United
States, there was also a decline in consumption in
relation to disposable personal income, which cannot
be accounted for by a change in its distribution. This
phenomenon resulted partly from some over-buying in
1950 and from restrictions on consumer credit, It is
probable, however, that in some countries consumption
in 1950 continued to reflect an element of pent-up
demand carried over from the war and early post
war years, and that the reduction in censumption in
relation to incomes may be due in part to the disap.
pearance of this element.

The trends in consumption, on the one hand, and
in military expendilure and related investment, on
the other, were reflected in changes in the composition
of production, The preduction of textiles for the group
of countries considered, laken together, declined
slightly Irom 1950 to 1951.7 On the other hand, the
production of steel and aluminium-—most of which is
consumed within the group considered—increased by
8 and 20 per cent, respectively. It should be noted that
the United Kingdom did not share in this rise in
production. Shortage of metals created a bottleneck,
which iestrained the expansion ol gross national
pioduct in that country lo a significant extent.

As a result of the factors restraining civilian invest-
ment and consumption, discussed above, the increase
in the gross national preduct was slowed down, and
no strong pressure of demand upon available te-
sources materialized. In particulas, the combination of
these factors with a relatively high inciease in pro-
duetivity resulted only in rather moderate increases
in civilian employment. This, coupled with the normal
tise in the labour force, did not lead to significant

" There wes a significant decline in textile production in the
period from mid-1951 10 mid-1952, compared with the preceding
twelve months, This phenomenon is dealt with in some detail in
a separate section on the slump in textiles,

reductions in unemployment except in the United
States, Canada and, to a lesser exient, in western
Germany. In the United States, where unemployment
fell more than in the other countries, the entire expan-
ston in civilian employment was reflected in reduced
unemployment since the increase in the labour force
was absorbed by the rise in the armed services
Towards the end of the year, unemployment increased
significantly in Denmark and the Netherlands, and
pockets of unemployment developed in a number of
couniries in consumer goods industiies,

The increase in productivity, relerred to above in
the discussion of the employmenl situation, was =
potent factor in the maintenance of real wages. Real
wages were adversely aflected by such facters as
increases in laxes and the fatlure of money wages to
rise proportionately fto higher import prices, which
tended to 1aise the cost of living in relation to wages.
But in many instances the rise in productivity was
enough to offset these adverse influences.

Real wage rates were maintained or showed some
increase, except in Denmark, Norway and the Nether-
lands, where there were small reductions (see 1abla 3) .
In most inslances, the index of real wages per hom
was higher than that of total consumption per em-
ployee. Since working hours did not change signifi-
cantly, this would suggest that real labour income
increased more than fotal consumption. It should be
noted, however, that the indices of real wages used
here are not always representative of all workers For
instance, the inciease in average hourly earnings of
all workers in France, western Germany and Sweden
was probably lower than indicated in table 3.

Several factors, however, tended in fact to keep
down consumption in relation to real labour income.
First, in some countries direct tax rates, even on lower
income groups, were increased, or the burden of
taxation rose because of the incidence of the progres.
sive income tax upon rising incomes. Thus the change
in real earnings after taxes was somewhat less favour-
able than that in xeal wage 1ates before taxes, which
is indicated in the table. Sceond, transfer income was
reduced in 1eal terms, Third, in Canada, the United
States and the Scandinavian countries, consumption,
as indicated above, declined in relation to dispesable
income 3

% In the United States, the position is complicated by the faat
that there was a considerable increase in the armed forces As
consumplion in the armed forces is included in total consump-
tion, while the index of employment refers to civilian employ-
ment only, the index of consumption per employee, if it were
on a comparable basis, would in fzct be smaller, and thus the
discrepancy between real wages and consumption per employes
would he even greater than shown in the table. This discrepancy
ie gecounted for by the difference between wages before and
after texes, the decline in the real value of trensfers and the
significant fall in consumption in relation to disposable income
{see foolnote 3, above).
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Although changes in real wages were for the most
part rather small, there were considerable increases
in all countries in the cost. of living and moeney wages
(see table 8, belew). The primary factors in the
increase in the cost of living were, in general, the raw

material boom and also, Lo some exlent, increases in
indirect taxes. The response of money wages to these
primary increases in the cost of living led 1o a
further rise in prices, in so far as it was not offset
by improvements in productivity,

Major Changes in Ecouomic Activity in 1952

PRODUCTION, EMPLOYMENT AND UNEMPLOYMENT

During 1952 industiial production showed definite
sirns of slackening in the group of countries con-
sidered, The index of industiial production for the
group as a whole showed no change from 1951 to
1952, as compared with a 10 per cenl inciease irom
1950 1o 1951, Industiial production rose in Australia,?
Canada, France, western Germany, laly and the
Nethetlands, bul the rate of increase was much lower
than from 1950 1o 1051, In all the other countries,
industrial production 1emained about the same or de-

clined (see table 4}. The fall in production oecuried
mainly in the seclor of soft goods, for inslance in
textiles. To n great extent the declining rate of increase,
or the [all, in industrial produciion was due to the
inventory cycle. The rate of accumulation of inven-
lories, which was high from the middle of 1950 io the
middle of 1951, fell drastically thereafter, in many
instances giving way lo aclual liquidation. However,
production in heavy industry also was hampered, in
the United Kingdom, by a shoitage of steel during
the first part of the year and by general limitalions of
capacily, and, in the United Stales, by the steel stiike.

Table 4. Indices of Indusirial Produciion and Real Gross National Produet in

Western European Countries, Canada and the United States, 1951 and 19532
(1950=100)

Industrinl produciion®

Real gross national prodeet

Country 1951 19an 1951 1952
(1) {2) (33 (4}

Belgium 115 112 1055 145
Canada 107 110 105.0 1116
Dennask" 102 44 100 6 99.0
France 113 118 106 .0 075
Germany, western 120 128 1160 1230
Haly 113 116 106.5 107.5
Netherlands 104 106 1015 1035
Norway* 105 105 103.0 104.5
Sweden® . 104 102 1015 1025
United Kingdom® 103 100 1010 1000
United States 130 110 108 5 111.5

Senrce: Colummns (1) and (2): United Nations,
Monthly Bulletin of Statistics. For source and foot-
neles for column {37, sce table 2, except that the
data for Belgium have been estimated by the
United Nations Departinent of Economic Affairs.
Column {4): France: Ministry of Finance; Nor-
way: Central Bureau of Stalistics, Statistiske
Meldinger (Oslo) : Department of Finance and
Customs, Nuasjonalbudsjettet 1953, Sweden: Na-
tionalbudget for ar 1955; United Stales: Economic
Report of the President, fanuary 1933; other fig-
ures eslimated by United Nations Department of
FEeconomic Aflairs,

The largest increase in industrial preduction as
compared with 1950 oceurred in western Germany,

"No index of indastrial production is available; a rise in
industrial production is indicated by higher output of coal, the
major mincrals and the majority of manufuctured items. This
statement, like other statemesnts on Australia i this section,
refers to fiscal vears ending in June of the year indicated.

*Inelwding mining, masulacturing, electricity
and manufactured gas, unless otherwise stated.

" Industzial production includes manulucluring,
electricity and gas.

“ndastiial production mcludes mining, manu-
facturing and gas.

Chdustrial  production  inchudes  mining and
manufacturing.

" Industrial production inelodes mining, moanu-
facturing, consiruction, eleciricilty and manufac-
tured gas

where it rose by 28 per cenl. As a resull, the relative
share of weslern Germany in the tolal preduction of
the group rose [rom 7.5 per cenl in 1950 Lo 8.7 per
cenl in 1952, On the other hand, the share of the
United Kingdom ell from 13.3 per cent to 12.0 per
cent. The rapid increase in indusirial pioduction in
weslern Germany since 1950 has brought it lo about
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the same level in relation to pre-war output as the
United Kingdom and France. The indices of industiial
production in 1952 (1937 = 100) were: western
Germany, 133; United Kingdom, 128; France, 134
Tt will be seen from table 5 that whercas industrial
activity tended to remain stagnant or te decline in
the first half of 1952, it showed a distinct tendency
to 1ecover in the latter part of the year. The index of
industrial preduction, related to the coiresponding
period of 1951, showed an increase between the frst
half and the [ourth quarter of 1952 in all countries
except France and Sweden. Moteover, except in Bel-
gium, Denmatk, Sweden and the United Kingdom,
industrial production in the fourth quarter was
higher than a year eatlier, This upturn in industrial
production was mainly the result of recovery from
the inventery slump in the consumer goods sector

Table 5. Indices of Industrial Production in
Western European Countries, Canada and the
United States, 1952
{Corresponding period of 1951=100)

183

Country Firer Third Fourth

Ratf Quarter guarter

Belgium o7 95 99
Canada 49 103 109
Denmark 94 a7 100
I'rance 107 104 101
Germany, western 105 108 110
Ttaly . . 108 161 106
Netherlands 97 105 106
Norway 100 98 103
Sweden 100 95 99
United Kingdom 58 94 99
United States 97 98 106

Sanrce: See source and feolnotes for columns (I} and {2)
in table 4.

Table 6.

Indices of

or of the increase in final consumption of some
commodities, notably textiles.

Agricultural production increased significantly in
both 1950/51 and the following crop year oaly in
Canada, western Germany and Italy. In Frande, agri-
cultural output rose appieciably [rom 1949/50 to
1950/51 but remained virtually unchanged in the
following year, In all other countzies, agricultural
production in 1951/52 was about the same as in
1950/51 or less, and was either lower or not much
higher than in 1949/50 {see table 6). I'rom 1950/51
to 1951/52, agricultural production fell significantly
in the Secandinavian countries, the United Kingdom
and Australia. In Norway, Sweden and the United
Kingdom, it resulted largely {rom below-average bread
grain crops in 1951/52. In Denmark, livestock produc-
tion declined as a result of the unfavourable 1elation-
ship between the export prices of liveslock products
and the price of imported fodder. The significant fall
in agricultural oulput in Australiz in 1951/52 is
accounted for by continued reduction in wheat acreage
as a result of a shift of resources to other products,
by the severe and prolonged drought which curtailed
oulput of meat and dairy products in particular, and
by the decline in the wool clip, also largely a conse-
quence of poor weather. The fact that food preduction
{ailed to expand from 1930/51 ta 1951/52 was one
of the factors which hampered the rise in real wages
in 1952 in a number of countiies (see section on
prices and wages, below).

The pattern of changes in gross national product in
1952 was, as usual, similar to that of changes in
industiial production in many countiies but by no
means in all {see table 4}. In Canada, France, western
Germany, lItaly and the Netherlands, there were
ingreases in both gross national product and industrial

Agricultural Prodection in Western European Countries,

Australia, Canada and the United States, 1950/51 and 1951/52
(1949/50=100)

C Foad A cammadities
pantrs 1950431 1951 /5% 1950/51 1951 /50
Australia o a3 88 95 90
Belgium 99 95 99 97
Canada 112 120 111 120
Denmark 109 103 109 103
France 110 108 110 09
Germany, western 114 120 113 118
Iialy . . 107 111 107 111
Netherlands ‘ 102 102 101 102
Norway ‘ cee. 109 102 108 102
Sweden 99 95 99 05
{Jnited Kingdom" 106 102 106 102
United States 9% 97 96 97

Source: Food and Agriculture Orpanization of the United Nations.

# Preliminary.

¥ Corresponding figures calculated by the United Kingdom Government are 99, 102, 100 and 104;
these incorporate revised basic information and reflect differences in method, the chief of which
is an allowsnce for changes in the volume of work in progress.
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production. In France, gross national product rose
much less than industrial production, because of the
serious drop in agricultural output in 1952.!° On the
other hand, in Canada the increase in gross national
product was greater than in industiial preduclion
owing in laige part to a record crop.

In the United Stales, gross national product in-
creased while industrial production remained reughly
stable, a discrepancy which partly reflects the impact
of the steel stiike on industrial production. Similarly,
in Norway and Sweden, industrial production remained
unchanged or declined somewhat while gross national
product increased a litle. On the other hand, in
Australin the national prodact remained about the
same despile the tise in industtial production, because
of the Toss in agticuliural outpul. Finally, in Belgium,
Denmark and the Uniled Kingdom, gioss national
product declined somewhat and industiial prodaction
fell much more.

The gross national product for the group as a
whole increased [tom 1951 to 1952 by aboul 2 per
cent. The incicase is thus much smallks than from
1950 to 1951, when it amounted to about 7 per cent.
In fact, gross national product declined slightly from
1931 to 1952 in Belgium, Denmark and the United
Ningdom, and showed increases of less than 2 per
cent in the Nethetlands, Norway, Sweden, France
and ltaly: in westetn Geimany and the Uniled States,
where the gross national product incieased more than
2 per cent, the increases were much smaller than those
from 1950 1o 1951. The only country in which the
rate of inciease in the gross national product was
maintained was Canada.

As shown in table 7, employiment increased only in
western Germany, Canada and France, where gross
national product incieased. However, in both Canada
and France, the small increase in employment in terms
of numbers was partly oflset by a small reduction in
working hours, so that the 1ise in man-hows of em-
ployment was negligible. Although in weslern Geimany
there was a significant increase in employment, it was
much smaller than the rise in the gioss national
product. The higher inciease in oulput than in employ-
menl in all thiee countries was due at least in part to
the improvement in indusitial productivity. However,
in Canada, even more important in this connexion was
the fact that the rise in gmoss national product
resulted fo a significant extent [rem the expansion of
agricultural output, which did not invelve any 1ise in
employment in that sector.l!

" According to table 0, agricultural production fell slignly
from the crep year 1930/51 to 1951/32. There was. however, a
serious decline from the calendar year 1951 to 1952, mainly
owing lo the full in production of lvestork products in the
second hall of the year.

" Employment in agriculture actually declined.

In all other countries employment remained stable
or declined somewhat, even though in a number of
these countries thete were some increases in gross
national product. This is paitly explained by the jm-
provement in industrial productivity, which was, how-
ever, much smaller than from 1950 to 1951 hecause
of the slackening in activity. Moreover, in the countiies
where the increase in national product was not asso-
cialed with a rise in industrial production, the increase
in the other sectors did not require much additional
employment. In some countiies, as in the United King-
dem and, especially, in Belgium, the fall in employment
measured in man-hours was greater than the decline
in numbers employed, shown in table 7, because of the
reduction in working hours.

Unemployment fell significantly only in western
Germany. Indeed, as mentioned above, employment
increased only in westetn Germany, Canadn  and
France. However, the effect of this increase upon
unemployment was offset, fully o1 o a considerable
extent, by the rise in the labow force. A significant
increase in unemployment veewrred in Belgium, haly,
the Netheilands, the United Kingdom {by about one
per cent of the labour force available for hire) and in
Denmark (by about 3 per cent}. This reflects declines
in employment and, in the case of Italy, a growth in
the labour force as well. In Belgium, Denmark and
Italy, and alse in westein Germany, unemployment
was at a relatively high level, the 1ates :'.'mgin,gr~ from
7 per cent of the labour foree available for hire in
Belgium to 16 per cent in Haly.

COMPONENTS OF THE CROSS NATIONAL PRODUCT

Gioss national product increased from 1951 1o 1952
by 2 1o 6 per cent in the United States, Canada and
western Germany (see table 7). In the majotily of
other countries of the group considered, gross nalional
product in 1952 showed smaller increases, while Bel-
gium, Denmark and the United Kingdom 1egistered
small declines Government expendilure continued to
increase, mainly as a result of rearmament. Tolal
private expenditure (consumplion, investment and the
balance of exports and imports) fell in most countiics,
Increasing only in Canada and weslern Germany. This
fall in private expenditure was in zeneral nol due to
a decline in consumption, which rose in most inslances,
but to a considerable reduction in investmeni i
inventories.

The increases in military expenditure in 1952, as
in 1951, were far [rom uniform ftom countrv 1o
country. This is reflected in the increments in ialal
government expenditure on goods and services. It was
lower than 2 per cent of the gross national product in
Australia, Denmark, Norway, the Netherlands and the
Uniled Kingdom. In the United Kingdom, where the
Increment in government expenditure amounted 1o
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Table 7. Indices of Real Gross National Product and Employment, and Percentage of Unemployed
in Western European Countries, Canada and the United States, 1951 and 1952

1950 = Io0
Unemployed ny percentage of

Real groas Total vivitian civilian lobour force

Country nutional product empleyment available for hire
war 1932 w51 Iz w50 1931 1932
) (23 (3} {4 (3) (6} {7}
Belgium ' £05.5 104.5 101 100 6.8 6.1° 69
Canada 105.0 1110 103 104 4.6 28 3.2
Denmark 1000 $9.0 102 106 8.7 97" 12.5"
France . 1060 1675 102 103 2.0° 16 17
Germuny, western 1160 1230 105 108 10.3 9.0 80
Ttaly . . 106.5 1075 . o 14.0 15.0 16.0
Netherlands . 015 1035 102 101 2.7 30 4.3
Norway . 1030 1045 100 100 1.0 12 12
Sweden 1015 102.5 101 101 22 18 298
United Kingdom . i01.0 1600 100 99 16° 1.3° 22
United States 185 1115 102 102 62 37 33

Source: Columns (1) and (2) repeat columns (3) and (4)
of table 4. Column (3) repeats column (2} of table 3 except
that the figure for Belgium is derived from Ministzy of Lco-
nomic Allairs, L’'Feonomic belge en 1951 {Brussels). Columns
(4}, (5), (6} and (7): United Nations, Monthly Bulletin of
Statistics; Belgiwm: Ministry of Economic Aflairs, L'Economie
belge en 1951, and teplics of governments to United Nations
questionnaire on full cmployment and related matters, cover-
ing 1951 and 1952; Canade: Dominion Bureau of Statistics,
Reference Paper, The Labour Force, November 1945-March
1052, and Labour Force Bulletin (Ottawe) ; Denmark: Depart-
ment of Statistics, Statistiske Efterretninger; France: National
Institute of Statistics and Economic Studies, Brulletin mensuel
de statistique; swestern Germany: Statistisches DBundesamt,
Wirtschaft und Statistil; Italy: United Natiens, Fconemic
Survey of Europe in 195]1; Netherlands: Reply te United
Natiens questionnaire on {ull employment and related matters,
covering 1951 and 1952, and Central Plan Bureau, Central
Economic Plan, 1952 (The Hague) ; Norway: Depertment of
Tinunce and Customs, Nasjonelbudsjettet 1953 and Central
Bureau of Statistics, Statistiske Meldinger; Sweden: National-
budget fir ar 1953; United Kingdom: Central Statistical Office,

about one per cent of the gross national product, the
increase in military expenditure was restrained in
order lo reserve a larger proportion of the available
products of heavy industry for export and thus to
improve the balance of payments. The highest increases
in government expenditure, amounting to 3 to 5 per
cent of the gross national product, oceurred in Belgium,
Canada, France, western Germany and the United
States. The substantial rise in government expenditure
which occurred in western Germany was due in large
part to the continued rise in occupation costs.

Private investment declined in all countries except
Australia, western Germany and Italy. This decline
occurred mainly in investment in inventories. Whereas
in 1951 there was a large increase in accumulation
of inventories, which reflected both earlier speculative
buying and later inability lo sell as much as had been
expected, in 1952 the lendency was reversed; not only
was the 1ate of accumulation reduced but frequently
even liquidation of inventories took place. This ten-
dency of course was especially strong in countries

Monthly Digest of Statistics; United States: Department of
Commerce, Current Population Reports, Labor Force, scries
P57, and Eeonomic Report of the President, January 1953

* Wholly unemployed.

¥ Unemployment expressed as o percestage of insured trade
unionists. Insared trade unionists represent 70 per cent of non-
agriealtural wuge esrners, but a much smaller pereentuge of
salary earners and ggriculisral workers. As u result, this ratie
tends to exaggerate the degree of unemployment to some
uxient,

¢ Estimates obtained as follows: the tetal number of un-
employed in 1930 and 1952 was assumed to be in the same
proportion to the average number of applicanmts for work in
these two years as the averape of the total number of unem-
ployed resulting from the national sample surveys of May-June
and November-December 1951 was to the averape number of
applicants for work in 1951; and the number of employed
salary and wape esrners was assumed to vary in proportion te
the over-all index of employment of the Ministry of Lahour.

4 Percentage of unemployment in trade untons,
* Including temporarily stopped.

where there was no significant rise in total output and
therefore no need to increase working capital. An
additional facter keeping down investment in inven-
tories in some countries was a stringent ciedit policy.
This was especially the case in Denmark, the Nether-
lands, Sweden and the United Kingdom.

Although investment in fixed capilal in general did
not suffer a sethack comparable to that in investment
in inventories, it increased significantly only in Aus-
tralia and Canada, while in other countries it 1emained
roughly stable or even declined, Investment yelated
to military expendilure continued to rise, but other
investment was restrained by the preceding lull in
consumer spending and by the change that had mean-
while taken place in the nature of expectalions as to
future shortages ol investment goods. In addition,
investment was adversely aflected in a number of
countries by credil restijctions or direct Hmitations
applied in 1951, While there was a partial reversal of
these policies in the first half of 1952, the effect of
this new phase had not yel materialized in the actual
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production of investment goods. Thus investment fell
in Denmark and the Netherlands, where the curbs on
investment hmposed in 1951 were particularly severe,
In the United Kingdom, residential building increased
because of relaxation of restrictions early in the year.
However, other investment in fixed capital was reduced
by allocations of steel and other scarce materials with
a view to releasing more Investment goods for
export. In addition, credit restrictions were imposed
for the same puipose. In the United States, curbs on
allocation of materials for investment were relaxed in
the course of 1952. Moreover, restrictions on mortgage
credit bearing heavily on residential building, imposed
in 1951, were cancelled in the second half of 1952,
The effect of these changes in policy on investment
could only partly materialize in 1952 because of the
time lag involved. Investment remained slable, but
this was in part a 1esult of the delay in deliveries of
equipment, caused by the steel strike.

The changes in the 1eal balance of experts and
imports differed considerably from country to country.
Imports of goods and services declined in Belgium,
the Nethetlands, the Scandinavian countries and
the United Kingdem, in all of which mross national
product showed little change. This was lugely a
counterpart of the shaip redaction in investment in
inventories which normally have a high content of
imported goods. The fall in imports in some count:ies,
especially in the United Kingdom, was due in part to
the inlensification of import 1estiictions. These declines
in imporls within the group, together with & fall in
imports of under-developed countiies, led to a decline
in the exports of most countties of the group. The
resulting changes in the real balance of expoits and
imports differed {rom counliy to eountiy. A serious
deterioration in the real balance took place in Aus-
tralia, France and Italy, wheie imports 1ose, and also
in Belgium, where exports fell moze than imports. On
the other hand, in the Netheilands there was a con.
siderable increase in the export swplus, 1eflecting a
rise in exporls and a decline in imports In other
countries changes in the real balance did not exceed
plus or minus one per cent of the gross nalional
product.

Consumption increased in all countries except
Australia and the United Kingdom. While in most
inslances these increases accompanied a rise in gross
nalional product, in Belgium and Denmark consump-
tion was higher than in 1951 even though national
product declined somewhat.

This development is unlike that in 1931, when con-
sumplion in most inslances remained unchanged or
even declined while gross national product increased.
The difference is due to the fact that many factors
which acted to reduce consumption in relation to gross
nalional product in 1951 were no longer operative or

were even reversed in 1952, The burden of taxation
continued to rise in a number of instances as a result
of increases in tax rates (in Australia, western Ger-
many and the United States) or because of the impact
of progressive lax structures in a period of rising
money incomes (especially in Sweden). However, these
changes were of less imporlance than from 1950 to
1951.3* The terms of trade generally did not deterio-
rale as compared with 1951 and for a number of
countries, nolably Canada, they improved. In Aus-
tralia, where the fall in the price of wool caused
a serious deterioration in the terms of trade, consump-
tion fell while national output remained about the
same.) The general tendency for a shilt to export
profits also did not continue, In the case of Norway
and Sweden, it was definitely reversed because of a
considerable 1ise in wages in relation to export prices
Finally, the drop in consumption in relation to dis.
posable personal income in 1951, notably in Canada,
Denmark, Norway and the United States, did net
continue in 1952, Since the drop in 1951 was at least
partly due to compensation for previous over-buying,
and in some cases to restrictions on consumer credit
which were relaxed in 1952 (in Canada and the
United Slates), some reversal of this lendencey eonld
be expected. The data available at the time of preparing
this report were insufficient to establish whether or
not such was 1eally the case,

The result of the interplay of all these factors was
that in general there was no major change in the
relation of consumption to gross national produet,
However, the ratio 10se significantly in Belgium,
France and the Scandinavian countries and [oll in
western Germany.

In all countries, consumer demand remained below
the level which existing produetive facilities could
supply. In many instances, as mentioned above, there
exisied in 1952, as in late 1951, significant pockets of
unemployment in consumer goods industiies. It should
be noled, however, that the relatively low degiee of
utilization of facilities in consumer goods industiies
is in part accounled for by the lquidation of inven-
tories.

It is interesling to mole that the United States,
which has the fargest weight in the group of countries
considered, displayed in 1952 the typical charac-
tevistics of the gioup. There was a substantial inciease
in governmenl expenditure. a sharp fall in fnvestment
in invenlories, a roughly slable level of investment in
fixed capital, no significant change in the real balance
of expeits and imports, and an inerease in consump-
tion roughly pioportionate to that in gross national
product. The figutes below show gross national prod-

"In Deamark, the compulsory saving scheme was terminated
carly in 1952 und if this factor is 1aken into consideration the
tax hurden diminizshed.
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uct and s components at 1952 prices in the United
States {as percentages of the 1951 gross national
produet) : ¥

1251 1952
Gross national product 1000 102.7
Personal eonsumption . 62.9 64.2
Government expenditure® 189 231
Private investment - 179 154
Investment in fixed capital 147 14.5
Tnvestment in inventories 32 09
Balance ef exports and imports of
soods and services® 03 01

'

* Government expomditare includes net unifateral transfers:
the balance of exports and imports of goeds and services equals
the export surplus of goods and services minus net unilateral
transfers.

As in other countries of the group, there was some
idle capacity in consumer goods industries, and inflaled
invenloties wete being liguidated so that the rise in
consumplion did nol entail increased pressure of
demand upon supply. The increase in the gross
national product of the United States was the same
as for the group of countries as u whole, being Tower
than in Canada and western Germany although higher
than in othe: countries. The increase resulted from
the fact that the rise in government expenditure
exceeded the [all in investment in inventories and that
conswmplion rose more o1 less in proportion to gross
national product. Government expendilure, privale
investment in fixed capital and, in consequence, gross
national product would have been higher if the steel
strike which occurred at mid-year had not hampered
production in steel-using industries in the second half
of the year.

PRICES AND WAGES

The raw material boom reached ils peak early in
1951, In the course of 1931, prices of most indusirial
raw materials began Lo {zll, some of the commodities
first affected being those which had risen most during
the preceding boom. By the thitd quarter of 1952, some
commedily prices had fallen helow the levels prevail-
ing belore Korean hostilities. While prices of raw
materiats were falling gradually from the spring of
1951 until the end of 1952, the movemenl ol compre-
hensive indices conceals diverse trends in the prices
of particular commodilies. Prices of many [ood items
either did not change much or rose in this period. this
being the resull of continuing high demand in associa-
tion with eubstantially unchanged or reduced supply.
The upward liend in the prices of some metals, such
as copper and aluminivm, which are 1equired both
for civilian and for armamenl purposes, alse per-
sisted.

* Economic Repart of the President, Januan 1933

The main reasons for the decline in commedity
prices were: (e} speculative or precautionary purchas-
ing came to a stop; (b} strategic stockpiling slowed
down; (¢) production in certain manufaciering indus-
tries declined, and thus eased the demand {or their
raw materials; slackening demand of manulacturing
industries aflected fibies especially, reflecting the
slump in textiles which was itsell largely a reaction
against the accumulation of large stocks of finished
goods and over-buying by consumers during the pre-
ceding hoom;™ {d} outpul of cerlain raw materials
increased, Targely in response to higher prices, a
factor particularly important in oils and {ats, jute and
collomn.

The fall in raw material prices was reflecled in a
deeline in the import prices of industrialized countries,
but only after considerable delay. As usual, export
prices of raw malerials lollowed cuitent price guota-
tions with some time lag, mainly because of existing
contracts; and the correspending imporl prices, by
virtue of the time required 1o ship goods 1o the
country of destination, lagged even more. Moreover,
the over-all fall in impoert prices was lessened by the
influence of imported manulaclured goods, whose
prices continued lo rise in many instances. In the
first half of 1952, indices of Import prices in most
countries of the group still showed some inerease over
the 1951 average. A significant decline occurred only
in Canada but this simply reflected the appreciation
of the Canadian dollar. In the second half of 1052,
however, import prices declined to levels significantly
below those of 1931 (see tabie 8).

The cost of living increased less frem 1951 1o 1952
than from 1950 to 1951 in all countries except the
United Kingdem. In many countries there was a
distinct slackening in the rate of increase and in all
countries there was a definite levelling off in the cost
of living by the secend hall of 1952. Such increases
as occurred were very small, and in some instances
there was actually a downward tendency. These
changes in general reflected the reversal of the upward
trend in import prices foliowing the raw material
slump. The fact that the reductions in the cost of living
which occurred were still quite small may he attributed
only in part to the normal time lag between changes
in prices of raw materials and retail prices. Wages,
which natwrally influence the cost of living bolh Trom
the cost and the demand side, still continued to rise.
Moreaver, the supply position for food, the largest
component in the cost of living, was nol very Tavour-
able in a number of countties (see section on produc-
tion, employment and unemploymenl above} and thus
could not conwtribute Lo a reduction in the cost of
living. In some instances, there weie also increases in
indireet taxalion or reductions in subsidies.

M 8ee the section below en the slamp in toxtiles
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The discrepancies between changes in retail prices
and prices of raw materials can be illustrated from
the United States price series.’® As may be seen from
the selected United Stales price series given below,
both import prices (reflecting in large part the changes
in prices of imported raw materials), and prices
received by farmers for their products, fell signifi-
cantly from 1951 to 1952. The fall in prices received
by faimers was accounted for mainly by lower prices
for livestock products and cotton. The general index
af wholesale prices, which is affected to a great extent
by prices of finished goods, fell less, while the cost of
living actually showed a small increase.

1951 ns2
(1950 == 100)

Import prices . 126 1ig*
Piices received by farmers 118 113
Wholesale prices 111 108
Cost of living 108 110

* Preliminary.

As is indicated in the above discussion, the changes
in the cost of living in the countiies considered reflected
mainly reductions in import prices and increases in
wages. In this situation, the fall in import prices
favoured a rise in real wages, the more so the higher
the rise in money wages in relation to import prices.
This factor helps to account for the general rise in real
wages from 1951 to 1952, Increases in productivity
also contributed to this result, but were rather small,
as noted above, because of slackening industrial pro-
duction.

The largest increases In seal wages occurred in
Belgium, Canada, France, lialy and Sweden. All
these countries, except Belgium, experienced large
increases in money wages in relation to import prices
because of the rapid advance of the former and, in
Canada, also because of the significant fall in the
latter. In addition, in Sweden there seems to have

been a delay in the adjustment of prices to rapidly
advancing wage costs. In France, government policy
lo keep down prices seems lo have played only a
limited role in shaping real wages, except for govein-
ment imports of feod. In Canada and lialy, an
important factor in the significant increase in real
wages was the improvement in the {ood supply position.

In other countries, increases in real wages remained
within a narrow range. Contributing lto this in =
number of countries was the fact that agricuitural
production in 1951/52 was the same as in the pre-
ceding year, or lower, or that indizect taxes were
raised or subsidies reduced. In the United Kingdom,
where real wages [ailed to increase at all, food sub-
sidies were withdrawn in the first hall of 1952. In
western Germany, the increase in real wages was kept
down by an increase in indirect taxation. In Auslialia,
indirect laxes were increased and food prices rose
rapidly, partly in reflection of government policies
with respect to lhe pricing of farm products; the
influence of these [actors largely offset the large
increase in money wages in relation to import prices,
with the result that real wages rose very little,

In France, Italy and western Germany, all coun-
tries which experienced a relatively laige increase
in real wages between 1950 and 1952, the mag-
pitude of the change is probably somewhat exag-
gerated by the indices shown in table 8, since the
indices are not representative of the wage rates of all
workers. Moreover, increases in real wages after laxes
were in some instances lower than on a beforelax
basis. This resulted both from increases in income
tax rates, as for instance in the United Stales, and
from automatic increases in the real burden of progres-
sive income taxes as money Iincomes rose, as lor
example in Sweden. On the other hand, in the United
Kingdom, real wages after taxes must have fallen a
little less than before taxes because of some increase
in income lax exemptions and a 1educlion in rates.

The Slump in Textile Production

FLUCTUATIONS IN ACGREGATE TEXITILE PRODUCTION

The steadily rising trend in textile production in
the economically developed private enterprise econo-
mies in the post-war years reached its peak during the
period from July 1950 to June 1951. As shown in
table 9, textile production in these countries increased
on the average by about 13 per cent in 1950/51 as
compared with 1949/50'% and fell from this peak
level by about 14 per cent in the {ollowing year. Qut-

Y Eeenomic Report of the President, January 1953,
"In this section, references to years indicate periods from
July to June.

broadly the same pattern of {luctuations, showed diver-
gent rates of change. In some countiies, the fevel of
production was much lower in 1951/52 than in
1949/50. However, in most countries a distinct recov-
ery In production was apparent by the thitd quarter
of 1952

FFACIORS INFLUENCING THE FLUCTUATIONS IN TEXTILE
PRODUCTION

In general, the cycles of textile production in indi-
vidual countries during the period from July 1949
to June 1951 were influenced, in varying degiees,
by four major factors, They were: (e} changes in
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Table 9. Indices of Textile Production in Western
European Countries, Canada and the United States,
1950/51 and 1951/52

(1949/50==100)

Country 1030/51 mar/5

Belgiuvm 126 57
Canada 114 93
Denmark 105 83
France 110 107
Germany, western 126 1i7
Traly" ) 116 105
Netherlands 108 02
Norway 111 109
Sweden® . 105 96
United Kingdom® 166 91
United Siates 114 95

Weenten avenacr” 113 98

Source: Belgiom: University of Louvain, Bullerin de Ulnstitut
de recherches économigues el sociales; Canada: Dominion
Bureau of Statistics, Statistical Review (Ottawa); Denmark:
Department of Statistics, Statistiske Efterretninger; France:
Nationa! Institute of Statistics and Economic Studies, Bulletin
mensuel de statistique; western Germany: Statistisches Bund.
esamt, Wirtschaft und Statistile; haly: Central Institute of
Statistics, Rollettine mensile i statistice; Netherfands: Central
Bureau of Stalistics, Mamdschrift (Utrecht) ; Norway: Central
Burcau of Statistics, Stetistiske Meldinger; Sweden: Kem-
merskoliegium,  Kommersielle  Meddelanden  (Stockholm) ;
United Kingdom: Central Statistieal Office. onthly Digest of
Statistics; United States: Pepariment of Commorce. Sureey of
Current Business {Washington, [} €.

® Including production of clothing,

"Weighted by the respective values of textile production of
individunl countries.

the rale of investment in invenlories of textile prod-
ucts; (b) consumers’ anticipatory buving of textile
products and subsequent declines in  purchases:
{c) changes in the level of real income: and (d)
changes in the volume of impmis or exports of
textiles,

Fiist, during this petiod, changes in the rate of
inveslmenl in invenlories of textile produets consider-
ably influenced textile production in many couniries.
During 1950/51 the widespread volunlary accumula-
tion of inventories of textiles by manulaclurers and
retailers led to an increase in production exceeding
that in consimer demand. This accumulation, fargely
speculative in nalure, was closely associaled with the
raw maletial boom which took place after July 1950
The sharp rise in world prices of textile fibres and
textiles indueed manufacturers and retailers o add
to inventories. However, during 1951/52, as specula-
tion subsided and domestic consumption of textiles
{ailed to expand, rates of investment in inventorics
of textiles generally declined and, in some countries,
Targe-scale liquidation actually occurred.

Second, textile production was influenced by abnor-
mally heavy consumer purchasing of textiles and the
subsequent reaction. In many countries there was
large-seale over-buying of textiles by consumers after
July 1950 in anlicipalion of either higher prices or
possible scarcities. The high level of buying persisted
until the late spring or carly sammer of 1951, and
then was followed by a reversal of consumer demand.
The decline in consumption in the period from July
1951 to June 1952 was therelore partly the result of
the tendency of consumers to compensate {or their
previous over-buying by lower current purchases.

Third, the fall in textile consumption in 1051/52
reflecied in some instances n decline in incomes. In the
countries in guestion, real incomes, which had been
rising steadily since the war, fell somewhat aller the
middle of 1951, The immediate response of consumers
to a decline in income was lo concentrate the curtail-
ment of their expendilures on postponable purchases,
such as lextiles and other semi-durable and durable
zoods, instcad of spreading it over all purchases.
Only aller a lower level of income has been main-
tained for some time do consumers begin to adjust
their palleirr of consumplion te the new level of
income.

The fall in consumption of textiles during 1951752
has often been attributed to “consumer resistance” to
high prices of textiles, since textile prices in many
countries 1ose continuously from 1950/51 to 1951/52.
However, textile prices were moving roughly parallel
to over-all consumer prices so that the increase in
textile prices does not explain the deviation of lextile
consumplion [rom the trend of total consumplion;
that is, theie were no such changes in relative prices
as would encourage a shift of purchasing [rom lextiles
to other commodilies. However, il consumers expected
that & decline in textile prices was imminent. as
they generally did in late 1951, the cusrent high prices
of textiles would then become an additional hindrance
to the recovery in demand.

Last, changes in the velume of {ozeign t1ade in
textile products also played some pait in influencing
the cyeles of production during this period. In all the
countries under consideration, there was a sharp expan-
ston in foreign trade in lextile products in 1950/51,
which was followed by a sharp contraction in 1951/52
In the net exporting countries, the changes in net
exports contribuled to the fluctuations in cutpul. These
changes in net exports were partly the result of the
sharp rise in the demand of raw material producing
countries in 1950/51 and the abrupt decline in 1051/
52. Ansther factor was the change in the demand of
the net importing countries of the group considered.
Indeed. in the latier countries the fluctuations in home
demand were accompanied by corresponding changes
both in home production and in imperts.
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THE BOOM IN THE TEXTILE INDUSIRY,
Juiy 1950 10 June 1951

The rise in textile production in 1950/51 was, in
general, accounted for by a rise in home consumption
and voluntary accumulation of inventories of textiles.
In those countries which are large exporters, inereases
in exports of textiles had some favourable influence
on production. Although the character and magnitude
of changes in domestic consumptlion and inventories of
textiles in the couniries under consideration diflered
considerably, nevertheless they may be broadly clas-
sified into three groups, as shown in table 10, on the
basis of the timing and intensity of changes in con-
sumption and inventories,

France, weslern Germany and the United Kingdom
form a group'® in which the indices of consumption
and production of textiles changed in about the same
proportions from 1949/50 to 1950/51. The increase
in domestic consumption of textiles in 1950/51 was
predominantly determined by consumers’ anticipatory
buying. This was 1eflected in the fact that consumer
expenditure on clothing in 1950/51 rese moie than
in proportion to total expenditure. These large in-
creases in domestic consumplion of lextiles played the
leading role in initiating and sustaining the boam in
these countries. Increases in exports of textiles also
had a favourable influence upon textile output in
France and the United Kingdom.*® But this factor, as
well as inventery movements, was generally of lesser
importance in these countiies

Table 10. Indices of Textile Production, Consumption and Retail Prices, and of Total Consumption and
Consumer Prices in Western European Countries, Canada and the United States, 1950/51 and 1951/52
(1949/50°==100)

Textile

Textile Tatal Retsil textile { ensumer
Country production consumptionh conspmption® wﬁrpricc.! prices
Ws50/51 1951/32 1950751 1851782 1950751 aspfan FE TS S U Y ms0/51 I1951/52
France 110 107 109 96 103 105 113 124 114 136
Germany, western 126 117 124 122 116 119 99 102 101 110
United Kingdom 106 91 106 88 103 99 107 117 104 114
Denmark . 105 83 99 89 102 G4 117 116 110 119
Netherlands 108 92 95 79 101 96 124 118 111 109
Norway 110 109 96 91 101 99 116 138 112 126
Sweden 105 96 101 85 107 102 110 127 107 123
Canada 114 93 102 98 104 102 104 116 107 116
United States 114 95 108 102 104 103 106 110 106 111

Source: United Nations Department of Economic Affairs,
based on official publications.

* July 1949 1o June 1950

¥For Canada, western Germany, Norway, the United King-
dom and the United States, consumer expenditure on clothing,

The second group consisls of the Scandinavian
countries and the Netheilands, where incireases in
production of textiles were not supported by a rise in
consumption, and thus the textile boem was induced
by heavy accumulation of ieventeries. In 1950/51
as compared with 1949/50, consumption ol lextiles
was either mainiained or decreased, the trend being
generally contrary to that of total consumption and
incomes. This situation reflected the saluiation of
consumer demand for textiles [ollowing laige pui-
chases during the fust hall of 1950, The f{factor
leading to such laige purchases was the rush of
consumers Lo replenish their siocks alter the liberali-
zation of imports or before the abolition of clothing
subsidies. In Denmark, clothing subsidies were abol-

For Trance, deflnted retail sales of clothing in department
stores only. For ail others, real retail sales of clothing

¢ For Denmark, France, Netherlands, Norway and Sweden,
total consumption for the period froem Jfanuary to June 1952
estimated on the basis of deflated retail sales

ished as early as March 1950, In Noiway, though
abolition of subsidies did not become eflective until
November 1950, the announcement of the scheduled
abolition in April 19530 prompted consumers to engage
in heavy buying of textiles in the second quarter of
1950, There were no clothing subsidies in the Nether-
lands, and the abolition of subsidies in Sweden did not
take place until January 1951, But in these two coun-
tzies, as well as in Denmark and Norway, heavy pur-
chases by conswmers in 1949/50 for restocking were

% Available infoermation indicales that similar changes also
occurred in Belgium.

¥Tor instance, as comparcd with 1949/50, the incrense in
the volume of exporis of manufactured textiles in 1950/51 was
15 per cent in the United Kingdom and 235 per cent in France.
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made possible by the liberalization of imporns. The
progressive liberalization of imports of lextiles after
November 1949, accompanied in some countries by
derationing of textiles, resulted in heavy purchases of
textiles in the ealy part of 19502 followed by
stackening demand in the latter part of 1950, In
Sweden, the shift in consumer spending lowards such
items as motorcars, furnitwre and other imported
luxurjes, brought about a sharp fall in the share of
textiles in total expenditure, though consumption of
textiles in 1950/51 continued Lo rise slightly above the
1949/50 level.

In the third group of vountiies, namely Canada and
the United States, the large increase in textile produc-
tion was the result of both the rise in domestic con-
sumption and the accumulation of inventories of
textiles. The latter factor, however, played the pre-
dominant role in initiating and maintaining the boom
in these two counlries. The absence of any significant
anticipatory buying by consumers led to only moderate
increases in textile consumption, which were more or
less in line with changes in tolal consumption and
ineomes in these two countries.

THE SLUMP IN THE TEXTILE INDUSIRY,
Jury 1951 10 June 1952

With the exception of France and Norway, where
the Ievel of production remained about the same, there
was a slump in textile production in all couniries in
1951752 In most countiies, the shaip diop from the
peak in 1950/51 resuited in a level of production
in 1951/52 actually fower than in 1949/50.

Canada and the United States differ {rom the other
couniries in that the entire cycle of textile production
during the period 1949/50 to 1951/52 was almost
entirely determined by a single {actor. Just as the boom
was the result of large-scale inventory accumuiation, so
the slump in production in 1951/52 reflected a reversal
of this trend. The change in textile consumption in both
countries played a very minor part, showing only a
moderate deeline, more or less in line with the small
dectine in total consumption. Thus the marked drop
in textile output was chiefly the result of large-scale
liquidation of inventories.

The nature of the slump in textile production was
more complex in the other two groups of countries
under consideration. Nevertheless, the slump in pro-
duction was generally associated with a marked decline
in textile consumplion, while the role of invenlory

*Intra-European trade in textiles yose by 30 10 60 per cent
from 1944 to 1950.

*In the Scandinavian countrics, eontinued high imports of
textiles in the sccond half of 1950 were also for inventory ac-
cumuiation.

movements varied from counlry to country. In the
counlries which are exporters of textiles, such as
France and the United Kingdom, production was also
adversely aflected by the decline in foreign demand
in 1951/52.% The sharp drop in textile consumption
meant a decline in is share of total consumption,
which rose moderately in some countries and fell
moderately in others from 1950/51 to 1951/52. This
is explained mainly by the heavy buying of textiles
in 1950/51 and the reaction in 1951/52, as well as
by the reversal of the steadily rising trend in real
income after the middle of 1951. This tendency was
reinforced in some instances by the expeclation that
a fall in prices was imminent,™

The initial adverse effect on consumption of the
reversal in the steadily rising trend of real income
appears to have been concentrated on cerlain post-
ponable items. This factor seems to have played an
important vole in Denmark, the Netherlands, Norway
and the United Kingdom, wheie real disposable in-
come, for the first time in the post-war period, fell
slightly In 1951/52.

For instance, in the Uniled Kingdom the decline
in real personal disposable income in 1951/52 was
accompanied by a higher percentage fall in consump-
tion, which was concentrated largely on durable and
semi-durable consumer goods. This phenomenon re-
flects, in addition lo previous over-buying of these
goods, the specific effect of the decline in income in
the period considered on the purchasing of such
postponable items as clothing, footwear and house-

hold goods (see table 11}.

In the other countiies where real income continued
to rise in 1951/52, the fall in lextile consumption
was due largely lo over-buying in 1950/51, as in
France, western Germany and Sweden.

Theie was no uniform pattern of changes in in-
ventories of textiles in these counlries It seems
that, in the United Kingdom and Fiance, there was
some nvoluntary necumulation of inventories of tex-
lifes: in Denmark and weslern Germany, there was
significant liquidation of inventories; and in the
Netherlands, Norway and Sweden, there was curlail-
ment of investment in invenlories, mainly through
reduction of iImports.

* Among the large exporters, only the United States showed
an increase inoexports of textiles from 1950/51 to 1051/52. In
France and the United Kingidom, the fall in the quantum of ex-
ports of manufactured textiles was 23 per cent and 27 per cenl,
respectively,

#With a {ew excepliens, there was a large inercase in the
prices of lextiles from 1850/51 to 1953/52 in all countries. How-
ever, this docs not scem to have led Lo any important shift
towards other consumption goods because, as shown in table 16,
prices of textiles tended in general 1o move closely with
aggregele consumer prices.
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Table 11. The United Kingdom: Changes in
Income and Consumption from 1950/51 to 1951/52

{In 1950/51 prices)

Change frem I930/31 to J951)52

Teem Milliona of

peunds sterling Bercentage

Personal disposable Income® ~233 -2

Total consumplion . ~377 =
Consumption of clothing, footwear

and household goods 313 —17

Clothing =150 —17

Tootwear 37 —20

Houschold goods ~126 —17

)

Source: United Kingdom, Central Statistical Office, Monthily
Digest of Statisties wnd National Income and Expenditre,
19:46-1951

s fstimated on the basiz of disposable income in calendar
years.

Table 12.

TEXTILE PRODUCTION IN THE THIRD QUARIER OF 1952

Not only did textile production fall shaiply in
1951/52 from the level of the previous year in most
countries, but all countries, without exception, regis-
tered declining trends in output during the year.”
However, developments in various countries during
the third quarter of 1952 were rather divergent. In
France, Norway, Sweden and the United Kingdom,
production continued to decline or remained roughly
stable during the third quarter of 1952, while in
the rest of the countries under review, there was a
distinet recovery in production (table 12). In the
latter group, except the Netherlands, textile produc-
tion in the third quarter of 1952 roughly regained
or exceeded the level of the same period of 1951,
in contrast to the situation in the first half of 1952
when textile production was 15 to 30 per cent lower
than in the corresponding period of 1951, As a 1esult
of the recevery, production in these countries by
the end of the third quarter of 1952 already exceeded
the level of the pre-boom period.

Indices of Textile Production in Western European Countries, Canada

and the United States, 1952

Correapanding period of
previous year = 100

Corresponding period  of
148/ 50 == 10

Country
1952 1952 1052 1052
First half Third quarter® First half Third yuurtec®

Belgium 70 95 87 103
Canada T8 a9 a6 102
Denmark 79 103 16 98
Germany, western 85 102 106 135
Italy . . 85 95 101 105
Netherlands 79 91 85 94,
United States 81 100 87 111
France a3 82 100 95
Norway 92 90 104 109
Sweden . . 8o 78 G2 80
United Kingdom . 80 81 84 86

Source: See table 9.

* Production figure for Sweden applics to July and August only; for Delgium, Canada, Denmark and
western Germany, to the four months, July te Gctober.

Although movements in textile produclion were
divergent, a large rise in textile consumption, accord-
ing to available data, occurred in all these countries
during the third quarter of 1952 (table 13). The
rise in textile consumplion, which was in general
much larger than the rise in total consumption during
the same period, was caused by various factors in
different countries. The common factor seems to have
been the tendency of consumers to replenish their

stocks of clothing at a time when prices had either
stabilized or fallen sufficiently from their previous
high level.

During the period of recovery, the rise in textile
consumption did not always have direct and imme-
diate impact upon textile production because in many
instances higher demand was met by drawing on

= After climinating scasonalily in textile production.
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Table 13. Textile Production and Consumption
in Western European Countries, Canada and the
United States, Third Quarter of 1952

(Third gquarter of 1951=100)

Counzry prg:!'.;:::’icm couif:x:ﬁ?mx‘ ramﬁ;;:;‘:fian"
Canada . 99 W07 109
Denmark . 103 120 103
France 82 106 .
Germany, western 102 120 107
Netherlands 9] 116 105
Norway . 90 121 106
Sweden 78 111 o
United Kingdom 81 111 102
United States 100 103 99

Sonrce: United Nations Department of Ecenomic Affairs,
based on official publieetions.

* Based upon the volume of retail sales of clothing, except
in the United Kingdom nnd the United States

* Based upon the volume of total retail sales, except in the
United Kingdom and the United States.

inventories. In a number of countries, namely, France,
the Netherlands, Norway, Sweden and the United
Kingdom, there was, during the slump of 1951/52,
continuing accumulation of textile inventories, though
the rate of accumulation was, in some cases, lower
than in the previous year. In consequence, following
the recovery in consumption during the third quarter
of 1952, retailers and manufacturers in these coun-
tries generally resorted to liquidation of abnormally
large stocks rather than to immediate expansion of
orders or production.

In contrast, in the countries where thers was liquida-
tion of inventories during 1951/52, as in Denmark
and western Germany and, on a even larger scale,
as in Canada and the United States, recovery pro-
ceeded at a much faster rate than in the former
group, and consequently preduction was restored to
the level of the corresponding period of 1951.

Control of the Balance of Payments through General Fiscal
and Credit Policies: Denmark and the Netherlands

The rapid changes which occurred in foreign trade
after the outbreak of hostilities in Korea in mid-1950
gave tise to an acute balance of payments problem
in a number of western European countries. The
development of appropriate methods for meeting this
problem has been a matter of widespread interest.
Some of the countries, notably Denmark and the
Netherlands in late 1950 and early 1951 and, to a
lesser extent, the United Kingdom and Sweden in
late 1951 and 1952, introduced generally restrictive
fiscal and credit measures with the aim of reducing
their foreign deficits. Sinee such policies were initiated
earlier and applied in moie clear-cut fashion in Den-
mark and the Netheilands than elsewhere, more ma-
terial is available as to the results of the policies
in these countries than in the case of countries where
similar policies were subsequently adopted. Accord-
ingly, the following analysis is confined to examining
the course of events in Denmark and the Netherlands
in the period from mid-1951 to mid-1952, the RAist
year in which the policies in question can be con-
sideted Lo have been fully operative.

The balance of payments of Denmak and the
Netherlands deteriorated substantially in 1950. This
deterioralion reflected roughly unchanged real hal-
anees in association with the decline in the terms of
rade consequent upon devaluation in the aulumn ol
1949, Thus the impoit balance, whick was already
large in both countries in 1949, mounted in 1950
to 3 per cent of the value of gross national product
in Denmark and to almost 5 per cent in the Nether-

]

lands. Cenfronted with this serious situalion at the
end of 1950, these counlries were reluctant to inlro-
duce further devaluation, which would raise domestic
prices, or lo iniliate new import restrictions, which
would reverse the movement towards liberalization
of trade and exchange regulations. The policy adopted
was to implement generally restiiclive fiscal and
credit measures aimed at curtailing domestic demand
and stimulaling expoxts

The aim of these restrictive fiscal and credit meas-
ures was not simply lo reduce domeslic consumplion
and investment and thereby achieve a cut in impoits;
the emphasis was rather on increasing exporls through
the Lransfer of resources from production for domestic
use to preduction for loieign markets, The more
nearly this goal could be approached, the less would he
the 1eduction in imports. This aim was stated explicitly
by the Danish Government al the time its new policy
was introduced:®!

The Danish Government intends 1o solve Den-
mark’s future balance of paymenis problems by
pursuing a monetary and fiscal policy which
will reduce domestic demands both for invest-
ment and consumption, thereby releasing [actors
of production which may be diverted to produc.
tion for export . . . a switch-over to exporl pro-
duction is likely to involve transitional diflicul-

“ Reply of Government of Denmark to United Nations tJues.
tionnaire on full employment and related matters, covering the
period 1950 10 1951
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ties, and the level of unemployment is therefore
expected to show a moderate increase in the
coming period.

The aim of the Netherlands Goverrment was similar,
as is shown by a comparison of its 1951 “prognesis”
and “plan”—the prognosis being a forecast assuming
no change in economic policy and the plan being a
forecast taking into account the eflect of the new
measures, The reduction in private demand effected
by the restrictive measures was to be largely offset
by an expansion in exports and military expenditures,
Since the size of the national product was to be only
slightly reduced, the volume of imports would not
be influenced by the measures in themselves, and the
improvement in the balance of payments attributable
to the new policy would be achieved entirely through
an expansion of exports {sce table 1d).

Table 14, The Netherlands: Forecast of Incre-
ment in National Expenditures, 1951

{Millions of guilders at 1950 prices)

Exzpected influznce

Ttem Pregnosis Plan of new policy
i) (2) (2} — (D)
Privale consumption 250 —150 =400
Net private investment 100 —500 ~400
Government espenditure 100 350 250
Exports* 1.350 1,800 450
Less imports 700 700 —
NET NATIONAL PRODUCT 900 800 —100

Source: Netherlands, Central Plan Bureru, Central Economic
Plan, 1951, September 1951,

* Tneluding chanze in net exports of invisibles

In both Denmark and the Netherlands, the imple-
mentation of restrictive fiscal and credit policies was
indeed accompanied by 2 notable improvement in
the balance of payments {sce table 15). In Denmaik
the large deficit in the balance of payments in 1950
was eliminated by 1952, The improvement in the
real balance was even larger, the terms of trade
having deteriorated. The Netheilands shifted from
a substantial deficit in its balance of payments in
1950 to a substantial surples in 1952 while terms
aof trade did not change significantly.

‘Since this improvement in the balance of payments
accompanied the application of 1estrictive fiscal and
credit policies, the easy presumption is that the policies
produced the result. In a carelul evaluation of the
role of these measures, however, it is necessary to
inquire: {g) lo what extenl the impiovement in the
foreign balance stemmed from the restzictive policies
and to what extent from other factors; and (b) to

Table 15. Denmark and the Netherlands: Foreign
Balances, in Constant and Current Values, 1950
to 1952

Cauntry and spit 50 il Fraa

Denmark (millions of kro-
ner) :

Current values ... .. 742 ~273 100
Constant values (1949

prices) 225 769 800

Netherlands {militons of

guilders) :
Carrent values ..., —890 ~30 1.800
Constant values (1948

prices) ~155 870 2.500
Source: Denmark: Department of Stalistics, Statistiske

Efterretninger; Okonomisk Arsoversigt, May 1952; Nether-
lonids: Central Durean of Stalistics, Statistische en econao-
metrische onderzoekingen.

* Preliminary fizures,
Y =

what extent the policies exerted their influence on
the foreign balance through a stimulation of exports
and to what extent through a reduction of imports
accompanying the curtailment of domestic demand.
The following discussion is concerned with these
questions.

NATURE OF THE RESTRICTIVE POLICIES

The aim of the new government policies was, as
noted ahove, to promote exports by making productive
resources hitherto engaged in supplying the domestic
market available to the export industries. To this
end privale consumption was to be restrained by
increases in both direct and indirect laxes, and pri-
vate investmenl was to be discouraged by fiscal meas-
ures and by increased interest rates and general credit
restrictions.

in Denmark a defence tax, a supplementary income
tax (accruing on incomes esrned in 1949) and a
compulsory savings scheme were introduced in No-
vember 1950. In addition, cerlain excise taxes, for
example, on tobacco, liquor and motor vehicles, were
increased, and new taxes were imposed on foreign
exchange for travel purpeses and on durable con-
sumer goods, for example, carpets and radios. In
March 1951 the compulsory savings scheme was rein-
forced, the liquor tax further increased, and railway
and postal charges raised. These tax increases in
1951/52 were partially offset by an increase in food
subsidies, especially on 1ye bread, but, as ecan be
seen from table 16, government revenue as a propor-
tion of national product increased subsiantially in
the fiscal year 1951/52.%

¥ Aprit to March
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These fiscal measures were accompanied by a re-
strictive credit policy, initinled in the second half
of 1950 when the discount rate was raised from 3.5

-

to 5 per cent. The longterm rate of interdst rose

successively. The effective yield of government bonds
(3.5 per cent irredeemables), which was 4.42 per
cent in June 1950, rose to 4.84 per cent in December
1950, 5.13 per cent in June 1951, reached a peak of

Table 16. Denmark and the Netherlands: Government Revenues, 1949/50 10 1951/52

(Millions of national currency)

Prenmarks Netherlunds
Ttem 1099/50 1950781 15158 1939450 1950/52 1951752

{ Kroner} Guilders)
Income taxes Lo 1,805 1,947 2,675 1,830 2,300 2,850
Orher taxes less subsidies 1,588 1,904 2,084 2,470 3,000 2,940
Torar 3,393 3,851 4,759 4,300 5,300 5,750

Per cent of gross national
product ‘ 159 182° 230 254 26.1

Svurce; Denmark: Ghenomisk drsoversigt, May
1952 and Depertment of Statistics, Statistiske Ef-
terreininger; Netherlands: Central Bureau of Sta.
tistics, Maandschrift.

5.45 per cent in Seplember and then declined. In
June 1952 the rate was 5.32 per cent. In addition,
the Danish Government tightened its terms for build-
ing loans towards the end of 1950. Since the bulk
of house building is based on government loans,
the volume of new consiruction was substantially
affected by this measure.

In the Netherlands, direct taxes on corporate earn-
ings and on invome derived [rom business profits
were raised in March 1951, In addition, the granting
of accelerated depreciation was curtafed. Indirect
taxes on motor vehicles and cerlain luxuries, and
capital and death duties, were raised, while at the
same time subsidies were substantially reduced and
the collection of back taxes speeded up. The amount
of revenue collected as a preportien of the nalional
product did net, however, increase as markedly in
the Netherlands in 1951/52* 4s in Denmark (see
table 16).

Credit restrictions weie also applied in the Nether-
lands. The discount rate was raised in Seplember
1650 by one-half of one per cent and in April 1951
by another ene per cent. The effective yield of gov-
ernment bonds (2.5 per eenl irredeemables), which
was 3.10 per cent in July 1950, rose to 3.23 per
eent in January 1931, 3.49 per cent in July 1951
and reached a peak of 3.64 per cent in Seplember.
In June 1952 the 1ate was 341 per cent. In addition
te an increase In the rate of inieiesl, certain resiric-
tions were imposed on the extension of bank credils
and on forward purchases of foreign exchange. The
Netheilands Government towards the end of 1950

“luly 16 June

* Data for fiscal years ending in March.
Y Duta for years ending in June.
¢ Excluding forced savings, 17.3 per cent,

also imposed resirictions on the issue of building
licences.

INTERNAL ECONOMIC DEVELOPMENTS

In both Denmark and the Netherlands, national
product, after rising substantially in 1950/51 as
compared with 1949/50, fell slightly in 1951/52%7
{ses table 17). This was associated with an increase
in unemployment. From 1930/51 to 1951/52, the
unemployment ratio rose frem 8.8 to 11.3 per cent
in Denmark® and from 2.7 to 5.2 per cent in the
Netherlands.

As to the eomponents o gross national preduct,
in both countries in 1950/51 there was virtually ne
change in government expenditure but a substantial
rise in exports, a significant increase in private domes-
tic demand and a consonan! expansion in imports.
The year 1951/52 witnessed a rise in government
expenditure, some {urther increase in exports in the
Netherlands and no change in Denmark, and, in
conirast to 1950/5], a fall in private domestic demand
and imporls in both countries,

The most dynamic element in private demand dur-
ing this period was inveniory investment. In Den-
mark, inventory invesiment, which in 1950/51 was
somewhat higher than in the previous vear, fell off

“Years ending in June, both here and in the subsequent
analysiz

*The relatively high level of uncmployment in Denmarl
reflects exceptionally large seasonal variations in that country.
In addition, the figures are based on unemployment insurance,
which mainiy covers industrial wage earners, and they therefore
exaggerate to some extenl 1he pereentage of unemployed as
compared with the figures for elher countrics {sce footnote b
to table 7).
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Table 17.

Denmark and the Netherlands: Indices of Gross National Produet and

its Components in Constant Prices, 1949/50 to 1951/52
{Gross national product in 1949/50==100)

! Denmark? Netherlands®
fem
Ios0/se  losn/al 1951752 mmfse 1956/51 1951752

Private consumption 676 68.8 66.8 64.1 64 2 60.9
Private fixed investment 173 185 18.1 177 190 175
Inventory investment 23 25 03 5.6 7.3 —1.9
Government expenditure 142 143 150 15.6 155 171
Exports® 207 258 258 36.6 459 515
Imports 221 —243 214 ~-306 —479 —424

Cnoss NATIONAL PRODUCT 1060 105.6 1046 100.0 104.0 102.7

Source: Denmark: hased on Department of Sta-
tistics, Statistiske Efterretninger; Netherlands:
Central Bureru of Statistics, Statistische en econo-

sharply in 1951/52. In the Netherlands, invest-
ment in inventories, which had already reached 5.6
per cent of gross national product in 1949/50, in-
creased further in 1950/51. In contrast there was
an actval liquidation of inventories in 1951/52.

The high level of investment in inventories in
1950/51, especially in the Netherlands, reflects to
some extent the growing inventory requirements of
expanding national production and rapidly rising
foreign trade. However, it must in large part be
atiributed to the precautionary and speculative inven-
tory accumulatien initiated by the outbreak of hos-
tilities in Korea. By the middle of 1951 anticipations
had altered, and attempls were made to reduce the
rate of accumulation or even to reduce total inven-
tories.

Cuts in inventory investment in both countries
exercised an adverse effect on domestic production
and employment and indirectly contributed, together
with some other factors, to the reduction of privale
fixed investment and consumption. Although govern-
ment expenditure, and in the Netherlands exports as
well, partly compensated for the decline in domestic
private demand, the sum of all domestic expenditures
and exports in 1951/52 fell significantly in beth
countries,

This decline in the demand for goods and services,
though largely the effect of inherent economic ten-
dencies, was undeoubtedly intensified as a result of
the new pgovernment policies. The impact of taxa-
tion contributed to the curtailment of consumption.
The raising of interest rates and the extension of
general credit restrictions tended to increase the bur-
den of maintaining high inventories and thereby con-
tributed to the sharp reduction in inventory invest
ment in 1951/52. These measures also tended to
discourage long-term fixed investment. The more direct
measures adopted with respect to building, the restric-

metrische onderzackingen,
® Years ending in June
"Including net exports of invisibles

tion of building credits in Denmark and of building
licences in the Netherlands, began to take effect as
early as the fourth quarter of 1950 in Denmark and
the second quarter of 1951 in the Netherlands (see
table 18). “Construction started” fell to about one-
half that of the previous year in both countries in
the third quarter of 1951 but then began to recover.
By the middle of 1952, with an easing of these
restrictive measures in both countries, the amount
of construction being started recovered to a high level.
“Construction in process” naturally lagged behind
starts, and for the year 1951/52 as a whole was 15
to 20 per cent lower than in 1950/51 in both coun-
tries.

RELATIONSHIP BETWEEN INTERNAL DEMAND AND THE
BALANCE OF PAYMENTIS

Imports

The volume of imports, of both Denmark and the
Netherlands, fell substantially in 1951/52 compared
with 1950/51. The decline in the quantum of imports,
amounting to about 12 per ceat in both countries,
was relatively large in comparison with the reduction
of 3 and 5 per cent in the sum of real domestic
expenditures and exports. Part of this decline in
the case of Denmark may be attributed to the substi-
tution of domestic for imported fodder. In general,
however, since both connlries refrained from inten-
sifying import restrictions, diversion of import de-
mand to demestic demand was probably not very
important. While the reduction in general demand
would in itsell ordinarily bring about a reduction
in imports, the disproportion between the reduc-
tion in imports and that in over-all demand is largely
attributable to the slump in inventory investment.
Indeed, the import content of inventories is normally
higher than that of expenditures as a whole, and
the previous speculative increase in inventories wag
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Table 18. Denmark and the Netherlands: Indices of Residential Building, 1956/51
and 1951/52
(Corresponding quarters of 1949/50==100)

Lanstruction  started

Constiruciion in process

Perind
Danmark Netherlands Denmari: Nerherlands

1950:

Third quarter 116 158 106 126

Fourth quarter 77 110 105 133
1057

First quarter 58 133 106 139

Second quarter 81 45 94 117

Third guarter 57 79 93 149

Fourth quarter 97 05 36 97
1952

Fiist quarter G 163 83 103

Second quarter 115 112 86 110

Sonrce: Benmark: Department of Sutistics, Stetistiske Efterretninger; Netherlands: Central Bureau

ol Statistics, Maandschrift.

particularly strong in raw materials and other com-
modities heavily involved in international trade™

Lxports

While questions of econemic causation are inevi-
tably a matter ef conjecture, it appears doubtlul
whether, in the circumstances, the decline in domestic
demand in Denmatk contributed significantly towards
increasing or maintaining ils volume of exports. The
guantum of Danish merchandise exports [ell somewhat
as a resull of the decline in foreign demand which
affected mosl weslern Furopean counlties during this
petiod (see lable 19).°% In these cireumsiances pro-
ductive resowrees made idle by the constriction of
demand did nel in genemnl find alternative employ-
ment on expott ilems, nor did products forced out
of demestic markels by the same developments easily
find allernative foteign buyers. In fact, as can be
seen [rom tabie 20, employment in most expoit indus-

tries actually fell from 1950/51 to 1951/52,

The case of the Netheilands is more uncertain.
Despile adverse condilions in [oreign markets, the
Netheilands suveeeded in increasing its exporls from
1950/51 1o 1951/52 by some 9 per cent, and though
this represemted a considerably lower rate of expan-
sion than the increase of almosl 35 per cent which
had oceunred between 1949/50 and 1950/51, the
share of Nethellands exports in these ol western
Europe as a whole rose rather laster in the lalter

2 In the Netherlands, imported raw waoterials constituted an
estimated 17 per cent of total investment in inventories in 1949,
comparesd with 48 per cent in 1950 and 55 per cent in the fizst
hall of 1951,

M Renl exports of zoods and services remained unchanged in
this period (see table 17), the diserepancy being acceunted
for maialy by the increase in shipping.

period. Yel even in the Netherlands it js questionable
whether the expansion of exports owed much o the
diversion of production wvr resources from the home
matket,

Table 19. Quantum Indices of Merchandise
Exports of Denmmk, the Netherlands and all
OFEEC Countiies, 1949 to 1952
(1949/50=100)

Periad Denmark Aetherlands jff“g’i‘ff
1949 Second lall 96 99 94
1950 First Lalf . 104 101 106
1650 Second haif 129 134 128
1951 First half . . 134 134 133
1951 Second hall 132 147 135
1952 First half 124 146 128

Source: United Nations, Monthly Bulletin of Statisties;
Organisation for European Fconemic Co-operation, Foreign
Trade, Statistical Bulletin, series 1 (Paris) .

As may be seen [rom table 21, in the Netherlands
employment in 1951/52 increased liltle o1 actually
declined, as compared with 1950/51, in most indus-
tries impottant lo the expert trade. The only excep-
tion lo this was the 4 to 5 per cent increase in
employment in the metal industries, for whose prod-
ucts there was still a [airly high demand both at
home and abroad; even in these industiies i is note-
worthy that production did not increase, a [act which
suggesls that many of the workers were less than
fully empleyed.

it is, of course, likely that the restriction of domes-
tic demand enabled particular export firms to increase
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their labour force, o1 to divert production from home
to export markets. However, the decline in produc-
tion in the export industries from 1950/51 to 1951/
52, shown in table 21, would indicate that there
was not only a fair amount of unemployment in
those industries in 1951/52 but also some excess pro-
ductive capacity, and In such circumstances it does
not seetn likely that total exports would have been
significantly smaller if domestic demand had not
been reduced.

With regard to both Denmark and the Netherlands,
it has to be borne in mind that by the time the
measures to restrict domestic demand initiated in
the latter part of 1950 and the first half of 1951
bad begun to bear fruit in 1951/52, conditions in
export markets had undergone a radical transiorma-
tion, Had the demand for the exports of these coun-
tries continued to expand in 1951/52 as it had
almost year by vyear simce the war, or even at a
somewhat slower rate, there would have heen a better
chance that a substantial proportion of the resources

freed by internal deflation might have contributed
to swell the volume of exports.

It may be argued that although deflationary poli-
cies in Denmark and the Netherlands did not succeed
in greatly stimulating exports in 1951/52, they did
cause money wages lo settle at levels lower than
would otherwise have obtained and thereby improved
the position of exporters vis-g-vis their foreign com-
petitors. In both countries, however, wages appear
to have been determined chiefly by other factors.
Wage rates in the Netherlands rose less from 1951
to 1952 than in most other industrialized countiies,
but that may be in part due to the policy whereby,
through agreement with the trade unions, money
wages were Irozen so long as real wages did not
fall 5 per cent below their level in September
1949. In Denmark, money wage rates were adjusted
to changes in the cost of living index in accordance
with agreements made in 1950 and 1952, and the
increase from 1951 to 1952 was not particularly
small.

Table 20. Denmark: Employment and Unemployment in Selected Industries, 1949/50
to 1951/52*

Trem and year

Agricultural Processed Metal Textile AR
products foads

products  producis frddirstrics

Employment (1949/50=100)
1950/51
1951/52

Unemployment { per cent of insured workers)"
Twelve months.
1949/50
1950/51
1951/52

Six seasonally low months:*
1949/50
1950/51
1951/52

99 114 103 105°

94 111 87 100

151 85 47 38 93
16.0 92 35 52 88
18.6 114 5.7 117 11.3
6.2 6.1 3.6 24 5.4
58 6.3 24 44 48
99 91 42 103 7.2

Seurce: Department of Statistics, Statistiske
Efterretninger.

* Years ending in June

It should be noted that when unemployment in-
creased significantly, both of these countries iook
steps to modify their restriclive policies. In Den-
mark compulsory saving was abolished for the fiscal
year 1952/53 and exemptions for income tex pux-
poses were increased considerably. In the Nether-
lands, the discount rate was restored to the lower
level of April 1951, certain credit contiols were
abolished, and turnover taxes on numerous articles
considerably reduced. In both countries the housing

¥ [ndustria]l employment only.

* Unemployed as percentage of membership in
trade union unemployment insurance funds.

#July to September and April te June

policy was zevised in such a way as to raise the
volume of construction 3!

*In Denmark o factor influencing government policy in this
direction was its zhility to place a larger ameunt of bonds at
the prevailing long-lerm rate of interest. This was an indireet
outcome of the improvement in the Lalance of payments and
the consequent accwmulation of foreign exchange in the Na-
tienal Bank, which was not offset by the movement of other
assets The money injected into the economy as a result in-
creased liguidity and broadened the market [for new bond
18E11eE.
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Table 21.

The Netherlands: Exports, Production, Employment and Unemployment

in Selected Industries, 1949/50 to 1951/52"

Mueschandise exporis®

fadustey and yror

Per cent nof

Foluse Per cant  tored ehange Production Nuniher Number
{14150 of taind from pre. { 140 /50 eapdoyeds wneapliyed!
=z 16f} exporis vious year = i) {thousands j {thousands)
Processed fouds-
1949750 100 34 100 133 2.7
1950751 134 34 33 104 135 20
FU51752 187 32 ] 102 131 3.4
Metal products;
1948/50 1080 21 100 250 4.4
1050 /51 152 24 31 116 266 5.0
1951/52 175 25 42 114 278 86
Chemical products:
194950 106 14 43
1950,51 164 17 26 47
1951752 it 16 7 48
Featile products
1948 50 104 12 100 176 0.8
1950751 130 11 10 108 184 11
1951,52 1406 12 16 92 166 48
Agricultural products:
194050 10 12 105
1950/51 90 8 -3 113
1951752 107 s 16 163
Toral. ABOVE INDUSTRIES:
1049/50 100 93
1950/51 136 94 97
1951/52 148 93 89

Seurce: Central Burenu of Statistics, Maand-
schrift and Sratistische en econemetrische onder-
zockingen.

* Years ending in June.

¥ Caleulations based on data in 1948 prices.

“HBased on end-of-guarter figures Since cover-

CoNCLUSION

It would appear that the governmental policies
pursued in Denmark and the Netherlands in 1950/51
for the purpose of reducing the pressure of internal
demand were reinforced by “inherent” economic forces
operaling in the same direction. The combination of
these deflationary forces contributed in 1951/52 to
the improvement of the balance of payments. But
in the circumstances of 1951/52 their effect was exer-
cised, particularly in Denmark, mairly by the cutting
down of imports rather than by promoting exports,
and this at some considerable cost in unemployment
and reduced national product.

It should not be inlerred [rom 1he analysis of
these special cases thal restriclien of internal demand
has nol anm essential parl 1o play in the rectification
ol trade and pavments delicits. On the contrary,

age has varied during the period, actua) reported
employment is given only for 195G/51: for the
other years, an employment index has been used
to eceleulate comparable figures.

* Based on end-of-month figures of unemployed
registered at employment exchanges.

even il a foreign trade deficit is being eliminated
by such means as imporl restrictions or diversion
of specific commodities from domestic consumplion to
exports, the very elimination of the import surpius
will tend to increase the pressure of demand. If at
the starling point the economy is in a state of full
utilization of resources or close 1o It, an oflseiling
contraclion ol inlernal demand will be necessary in
order to prevent inflalionary pressures. It does not
follow, however, that a cut in internal demand will
always aulomatically reduce pro tanto the import
surplus, leaving the level of econemic activity unaf-
fecled. If exports are limited mainly Dby foreign
demand rather than by domestic supply, such a cut
may merzely lead to a slowing down of economic
aclivity; and the balance of payments will then im-
prove only lo the extent of the consequent decline
in imports.



Chapter 2

CENTRALLY PLANNED ECONOMIES'

Major Changes in Economic Activity in Eastern European Countries,

1951 and 1952

PRODUCTION AND NATIONAL INCOME

Industiial production increased substaniially from
1950 to 1951 and from 1951 to 1952 in all countries
of this group except Yugoslavia, where the gain was
relatively small. In 1951 the 1ate of increase over the
previous year was lower than in 1950; and in 1952
a further decline in the annual 1ate of increase
occuired, except in Bulgaria and Czechoslovakia,

The rise in industrial production in both 1951 and
1952 was, in most of the countries of the area, over 15
pet cent annually, the laigest proportionate increases
being achieved in Hungary and Romania, In the Union
of Soviet Socialist Republics, industrial production
increased by 16 per cent in 1951 and by 11 per cent
in 1952. In Yugoslavia, which had considerably
reduced its planned targets because of insuflicient
supplies of raw materials and equipment, the increase
was only 4 per cent in 1951 and the level was harely
maintained in 1952.2 The expansion of industrial pro-
duction was associated with a congiderable increase
in the stock of fixed capital and the introduction of
improved methods of production. These, together
with the extension of incentive pay schemes, resulted
in a substantial 1ise in productivity. In fact, in most
countries of the area in this period, improvement in
productivity contributed more than the inciease in
employment to the expansion of output. The rise in
output per man in industzry was generally 10 per cent
or more in both years, except in the Union of Soviet
Socialist Republics, where the increase was only 7
per cent in 1952,

Industrial employment rose less zapidly in 1952
than in 1951, In some countries this was associated
with shortages of labow. Reserves of lahour for non-
agricultural employment, consisting of women not
already in the labour force and agricultural man-
power, dwindled in most of the countries as a result
of the rapid expansion of industrial production during

*Buigaria, Czechoslovakia, eastern Germany, Tungary,
Poland, Romenia, the Union of Soviet Socialist Republics
and Yugoslavia, in ecastern Lurope; and mainland China

Qe footpete d to table 22
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the pest-war period. In some countries, among the
factors affecting the supply of manpower for industry
were food shoitages and poor housing conditions in
newly developed areas, which discouraged the influx
of labour from the country. Special measures were
taken in a number of countiies to induce a higher
proportion of the population to enter the non-agri-
cultural labour force; these included the establishment
of special training centres and centralized direction
and distribution of manpower ameng various areas
and industties. In Yugoslavia the scaling down of the
targets of the plan, and the pressure to ecomomize in
the use of labour following the introduction of strict
gconomic accounting in  nationalized enterprises,
resulted in an increase in unemployment. Registered
unemployment rose from less than one per cent of
the hired labour foice at the end of 1951 to about
4 per cent at the end of 1952, This increase, however,
paitly reflected a fuller coverage of unemployment by
registration offices.

Although the annual plans for industrial production
were generally fulfilled in both 1951 and 1952, in
many countries of this area the output of various
essential industries failed to meet the planned quotas.
This applies especially to iren and steel production
and certain products in the output of the engineering
industries in Czechoslovakia, Poland and Hungary,
in both 1951 and 1952, In Czechoslovakia, actual
output lagged behind the plan in both years in most
heavy industries, especially in fuel and power and in
engineering, The non-fulfilment of plans in fuel and
power and a considerable inecrease in demand for
both industrial and household use resulted in short-
ages of fuel and power in Czechoslovakia, eastern
Germany, Poland and Bulgaria in 1952, In Czechoslo-
vakia and Bulgaria, stiingent restrickions were imposed
on the use of power by industry and private consumers.

Developments in agriculture in the countries con-
sidered were heterogeneous, mainly as a result of
varying weather conditions. However, in most of the
countries of this area, output in 1951 was in fact
higher than in 1950. In Czechoslovakia, Hungary and
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Tuble 22,

Indices of Industrial Produetion, Employment and Output per Man in

Eastern European Countries, 1951 and 1952
{Corresponding period of preceding year=-100)

Industrial

Industrial Quiput per man

Countrr production rm;rin; ment in Jmiusln

1451 1952 Iyﬂ J!?.’SL' 19 5t Juse
Bulgaria 119 118 104* 106* 114 111
Czechoslovakia 115 118 104 105 110 115
Germany, castern 122 116 112 105 113" 113%
Hungary 130 124 114* 112® 114 111
Poland 124 120 109 106 114° 113
Romania 129 123 11 109 110 113
USSR 116 111 106* 1047 110 107
Yugoslavia® 104 99 97

Source: Reports on fulfilment of government
plans and ether official sources.

* Derived from indices of industrial production
and of oulput per man.

Yugoslavia, this was partly or wholly the result of
recovery from the 1930 drought. In Crechoslovakia
agricultural outpul rose by 0 per cent as compared
with 1950; in Hungary both crops and livestock
products showed an increase; and in Yugoslavia, which
suffered most from the 1950 drought, total output of
agriculture increased by about 40 per cent and output
of grain by 53 per cent. In 1952 the harvest in
Yugoslavia and Hungary was again severely aflected
by drought

Agricultural production in 1951 showed impiove-
ment over lhe previous year in Bulgasia and eastern
Germany. In the Union of Soviet Socialist Republies,
grain oulput declined in 1951 by about 4 per cent
because of drought, but total agricullural output
probably did not fall and may even have increased
slightly because of the rise in ouiput of industrial
crops and in livestock. In 1952 grain output rose by
about 8 per cent; incieases were also reported in the
output of industrial crops, potatoes and livestock.
In Poland, total agiicultural production declined in

* In nationalized industrics.
“ In Jarge and medium-sized industries.

¢ Not including armament industries, ship.
building, printing and motion piclures.

1951 by 5 per cent, chiefly because of the decrease in
fodder and root crops and the consequent decline in
livestock numbers.

Mainly owing to the much smaller inctease or to
the decrease in agricultural produoction, national
income rose less than industtial production in both
1951 and 1952 in most of the countries of this group.
This discrepancy was most pronounced in 1952 in
Hungary, wheie the sharp decline in the rate of
increase ol natiopal inceme 1eflected the 1educed
agricultural output. Yugoslavia was the only country
of the group where the increase in agiicultural output
in 1951 was the main factor in the rise in nalional
income.

Investment in fixed capital increased considerably in
all countries except Yugoslavia (see table 23). In
mosl countries the proporlionate inciease was greater
than that in national income. In the Union of Soviet
Soctalist Republivs, however, both in 1951 and in
1952 the rate of inciease in investment appeared lo be
similar to that in national income, There were also

Table 23. Indices of Nuational Income and Investment in Eastern European
Countries, 1951 and 1952
(Preceding year=100)
Irvestment in
oty . National incomen . Jiwed capivet

o5 1952 95 1952
Creclinsiovakia 110 115 o o
Hungary 123 105 145 125
Poland 112 110 138 122
LISSR 112 111 112 111
Yugoslavia 111 095

Sonrce: Reports on fulfilment of goversment
plans and other officia]l sources.

*Net value of output of industry, agriculture,
construction, transporl, communications and trade
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significant increases in expenditure for military
purposes, including stockpiling, in both years in all
counliies. In Yugoslavia, investment in fixed capital
declined in 1951, but this decline was less than the
increase in military expenditure.

Consumption increased in 1951 in the Union of
Soviet Socialist Republics, eastern Germany and
Bulgaria.® While total consumption may have increased
in Czechoslovakia, Hungary, Poland and Romania,
per capita food consumplion in the urban areas
declined because of the deterioration in the food
supply. In Yugoslavia total consumption fell as a
result of the sharp drop in the foed supply in 1951
In 1952 consumption increased in Bulgaria, eastern
Getmany, Hungary, the Union of Soviet Socialist
Republics and, especially, in Yugoslavia, where there
was a recovery from the marked decline during the
preceding year. In Czechoslovakia, however, per capita
food consumption of the urban population did not
increase, and in Poland it declined furthe:.

DEMAND AND SUPPLY POSITION

The demand-supply position varied considerably
from country to country. In some countries the rise
in investment and military expenditure was accom-
panied by an inciease in the supply of consumer
goods adequale to malch growing consumer demand,
while in others the supply of consumer goods,
especially Iood, lagged behind considerably.

In Bulgaria, eastern Germany and the Union of
Saoviet Socialist Republics, the supply position im-
proved in both 1951 and 1952. In the Union of Soviet
Socialist Republics, the substantial increase in the
supply of consumer goods permitted further 1eductions
in retail prices in 1951 and in 1952, although the
reductions were much less important than those of
1950, These price reductions were estimated to have
aggregated 110,000 million roubles in 1950, 34,500
millioen in 1951 and about 28,000 million 1oubles in
1952, Reductions of 12 to 30 per cent applied in 1952
to all essential food products but, like those in 1951,
did not apply to clothing, shoes and other manu-
factured goods Prices in collective farm markets also

fell

In eastern Germany prices were reduced in 1951
and 1952, a number of commadities were derationed
and [ree sales of other goods increased

In Bulgaria, industrial consumer goods were dera-
tioned in 1951. As in the Soviet Union in 1947,
derationing was accompanied by a monetary reform
intended to eliminate the possibility of substantial

21n the Unien of Soviet Socialist Republics, the volume
of retail sales in government and co-operative trade incrensed
by 15 per cent in 1951 and by 10 per cent in 1952

spending in excess ol current income out of the cash
reserves accumulated by part of the population during
the period of ratiening and multiple prices. To this
end the rate of exchange for cash was set at one new
leva to 100 old levas (savings deposits were exchanged
at more favourable rates] while wages, salaries, pen-
sions and prices paid for compulsory deliveries were
converted at the rate of one to twenty-five levas. At
this conversion rate, the uniform {ood prices intro-
duced after derationing were substantially higher than
the previous ration prices but below free sale prices,
while prices of industrial goods were reduced. On
balance, the cost of living increased, and an upward
adjustment of wages took place. Later in the year
prices both of [ocds and of some indusirial consumer
goods were lowered. As to the agricultural population,
it was chielly affected by the drastic reduction in the
value of its ecash holdings. The current income of the
farm population was influenced adversely by a fall
in prices received by peasants in the free market On
the other hand, prices paid by peasants {or industrial
goods declined, while prices received for compulsory
deliveries remained unchanged.

In other countiies of this area, considerable demand
pressure developed in the course of 1951. In Hungary
and Yugoslavia, the situation improved substantially
late in 1951 and during 1952, while in Czechoslovakia,
Poland and Romania, the pressute of demand 1emained
intense in both years. At the end of 1952 the situation
again deteriorated in Hungary and Yugoslavia as a
result of a disastrous fall in agricultural cutput.

The apparent cause of these developments in the
couniries concerned was the decline in output of
certain  essential foodstuffs due to unfavourable
weather in the course of the period considered. In
fact, however, the difficulties encountered in food
supply also reflected factors of a more permanent
nature.

LExcept in Yugoslavia, which is discussed at the
end of this section, the period under ieview was
characterized by a considerable increasse in demand
for food by the urban population. This increase in
demand was the result of a substantial rise in invest-
ment and military expendiiure, accompanied by an
expansion of non-agricultural employment. The rapid
rate ol industiialization in easlern Faropean countiies
during the past few years has in fact been the main
cause of the piessute of demand upon [ood supply,
although this pressure was aggravated cousiderably
by poor crops. Even apart from weather conditions,
the expansion in agricultural production did not
keep pace with large increases in non-agricultural
employment. These incieaces in employment weie, at
least in patt, eflected by means of shiits ol popula-
tion from the countryside to urban areas. However, the
outflow of labour from agriculiure to industry tended
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to increase the per capila food consumption of the
remaining agricultural popolation; in other words,
the shift in population {rom rural to urban areas was
not accompanied by a commensurale shift in [ood
supplies. As staled above, in 1951 and 1932 the
balance between demand o1, and supply of, food
was further disturbed by a fall in outpul of certain
erops and a consequent decline in livestock numbers.
The ensuing dilliculties in supply of food, especially
to the cities, were aggravated by speculstion and
withhelding of deliveries by peasanls in anticipation
of price increases and, in Czechoslovakia and Hungary
in 1951, and in Poland in 1952, by diversion of giain
Irom human to animal consumption. The pressure of
demand resulted in a considerable increase in prices
on the free and black matkets and was {ollowed by
the introduction or exiension of ratiening and by a
rise in prives in governmen! and co-operative slores.
As a 1esult of these developments, a significant redis-
tribution of income between urban and rural popula-
tion took place. Per capita food consumption of the
urban population, and prebably real wages, declined
in 1951 and, except in Hungary, did not impiove
during 1952. At the same time the income of peasants
selling a significant proportion of their output tended
to increase.

In Hungary, the situation improved considerably in
the first hall of 1952 as a 1esuit of the favourable
1951 harvest. Rationing of food, intioduced ar the
beginning of 1951 at the same time as an increase in
prices of non-ationed {ood and industiial goods, was
partly abolished at the end of 1951. New unilomm
prices were set above ration prices bul below [ree
sale prices, and the effect of this measuie on wages
was largely compensated by wage inereases. In 1952
the rationing of meat and fals was abolished, without
any inciease over previous ralion prices, thereby
completing derationing. In the third quarter of the
year prices of bakery producls were reduced, and
thereafter there was a decline in prices on liee
markels. The situation deleriorated again al the end
of the year as a result of a poor 1952 havvest. How-
ever, in contiast to the situation in 1950/51, con-
siderable stocks of {ood, accumulated during the
preceding vear, were available. These stocks, together
with a eul in exports and an increase in impotts of
certpin crops, significantly reduced the impact of the
decline in oulput

In contrast to the situation in Hungary, demand
pressures in Czechoslovakia, Poland and Romania
continued thiough the second hall of 19531 and in
1952. In Romania, plans fo1 the puichase of agri-
cultmral goods were nol fullilled and in many in-
stances peasanis failed to meet their delivery quotas.
Consequently, there was a significant decline in
rations and an increase in the proportion of labour

income spent in free and black markels, where prices
rose considerably. This led to a subslantial accumula-
tion of cash in the hands of peasants, which enabled
them to purchase industrial goods, fulfil their financial
obligations and simultaneously seduce their current
sales. In this sitnation a monelary reform was inlre-
duced in January 1932 {or the purpose of eliminaling
accumulated Hquid assets. The exchange rate for
cash varied Irom one new lei for 100 old lei to one
to 400, with much more favourable rates for savings
accounts and bank deposits. Wages, salaries, and
prices paid for compulsory deliveries were converted
at the rate ol one to twenly lei. At this rale of con-
version, prices of consumer goods on fiee sale in
government trade were fixed at u level 5 to 20 per
cenl lower than thal prevailing belore the reform.
However, ralioning was nol abolished, and duiing
1952 the plans for the purchase of agricultural goods,
especially ment and fats, were not [ulfilled.

In Cuzechoslovakia, 1ationing of most consumer
goods was relained throughout 1951 In order to
restyain demand, Czechoslovakia introduced ralioning
of bread and flour, increased prices of consumer goods
on non-resiricted sales in governmenl stores and
enforced measures lending lo prevenl wage increases
unwarranted by the rise in productivily At a later
stage the meal ration was reduced, and rice and sugar
substituled. Although the harvest was better in 1951
than in 1950, plans for agricuitural production and
for purchases of agricultural goods were not fulfilled,
and the situation did not improve significantly in 1952,

In Poland, which in 1950 suflered from recurring
specific shortages, the pressure of demand upon supply
mounted towards the middle of 1951 and the situation
deteriorated further in 1952 In order to check the
effect of the sharp 1ise in prices in local and black
markets which took place both in 1951 and in 1952,
rationing of meat and fats was introduced in 1051,
followed in 1952 by rationing of some other consumes
goods. The prices of these goods on non-restricted
sale in government trade were considerably inereased.
Simultaneously, in the course of 1951 and 1952 com-
pulsory delivery of most agiicullural goods was
introduced, and prices for delivery quotas and for
contractual purchases of agricullmal goods were
considerably increased. Free maikels fov the sale of
agticullal goods were maintained in respect of the
smpluses left in the hands of the peasants after
Tulfilment of delivery quotas.

The preceding discussion does not apply to Yugosla-
via because, in conlrasl to other centrally planned
economies of ecaslern Lurope. Yugoslavia was the
only countty wheie the sharp increase in demand
pressures during the second hall of 1950 and the
fitst hall of 1951 was almoest entitely due 10 a
disastrous fall in agricultural output. The 1950 drought
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reduced output of grain by about 35 per cent and
led to a considerable decline in lvestock numbers.
The pressure of demard on reduced supply was only
sHghtly intensified by the rise in military expenditure
since this was offset to a considerable extent by a
fall in investment.

The decline in food supply, more severe in Yugosla-
via than in any other country affected by the 1950
drought, caused a considerable increase in prices
received by the peasants in the free market. As a
result, lhe government procurement and rationing sys-
tem became virtually inoperative and was eliminated
by slages. Wage and salary earners were partly com-
pensaled o1 the resulting price increases by coupons
which entitled them to large discounts on purchases
of industrial goods and food, o1, at a later stage, by
wage increases, Nevertheless, real wages declined
substantially. Relaxation of direct controls was accom-
panied by various measures tending to reduce the
pressure of demand upon supply. Prices of services,
except rents, were doubled, a measure which tended

to reduce the proportion of incomes available for
purchases of food. Compulsory deliveries of agricul-
tural goods were virtually abolished. However, a
substantial increase in farm laxes and in prices of
industrial goods increased the money outlays of pea-
sants and induced them to increase their sales of
agricultural goods. These measures, together with the
very good harvest of 1951, led to a considerable
inciease in the supply of agricultural goods to the
cities and a considerable [all in 1etail prices during
the latter part of the year. The situation continued to
improve thioughout most of 1952, Duiing the first
three quarters of 1952 the cost of living was about 30
per cent below, and real wages 15 per cent above, the
cotzesponding petiod of 1951. Towards the end of
1952 the situation deteriorated again as a result of a
disastrous fall in agricultural output, similar to that
of 1950, The measures adopted to reduce the effects
of the drought were similar 1o those taken by Hangary
—liquidation of stocks accumulated in the previous
year, reduction of exports and an increase in imports.

The Five-Year Plan of Development of the Union of Soviet Socialist
Republics, 1951 to 1955

The fith five-year plan of development of the
Union of Soviet Socialist Republics, approved in
Qctober 1952, covers the five-year period 1951 to
1955, immediately following the end of the fourth
five-year plan (table 24). Since the new plan was
announced after a considerable delay, the targels
cover actual output in the preceding twenty months
during which the new plan was in operation.

The average annual rate of increase in industzial
production, although substantially lower than during
the reconstruction period 1946 to 1950, is maintained
approximately at the level attained during the last
pre-war plan, Total industiial production is scheduled
to increase 12 per cent annually as compared with a
14 per cent increase planned for 1938 to 1042

The targets for output of basic industties, such as
coal, electricity and steel, are well in line with the
goals for 1960 announced in 19465 However, the

*With the exception of 1946, when industrial production
declined as a result of reconversion, the average rate of increase
was above 20 per cent snnually.

“The goals for 1960, set in 1946 in n speech by Premier
Stalin, were as follows: industrial production, three times that
of 1940; pig-iron, 50 million tons; steel, 60 million tons; ceal,
500 million tons; and oil, 60 million tons. Targets of the
fifth five-year plan for 1955 are as follows: industrial predue-
tion, threc iimes that of 1940; pig.dron, 341 millien tons:
steel, 44.2 million tons; coal, 372 million toms; and oil, 70
million tons.

output of oil by 1955 is to exceed the 1960 target,
and total industrial production in 1955 is to attain
the level originally contemplated for 1960.

The pattern of changes in industrial production in
the new five-year plan is in many respeels similar 1o
that of the third five-year plan for 1938 1o 1942
(which had to be set aside on account of the war) but
different from actual developments duting the past
decade, a period of war and 1econstruction, Like the

Table 24. Union of Seviet Socialist Republics:
Selected Indices of Planued Output under Fifth
Five-Year Plan, 1951 to 1955

(1950=100)
Tiem !’Innnegrfmmur
National income 160
Industrial preduction 170
Producers’ goods 180
Consumer goods 165
Liglht industiy and feod industries 170
Crude steel 162
Coal ‘ 143
Crude oil 185
Electric power 180

Source: Directives of the XIX Congress of the Party on the
Fijth Five-Year Plan of Development of the USSR for 1951 to
1955 {(Mescow, 1952).
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third five-year plan, the new plan tends to increase
the output of producers’ goods at a rale higher than
thal of conszmer goods, the planned rates being 80
and 65 per cent, respeclively {table 23). In the
preceding five-year period ending in 1950, the output
of producers’ goods actually increased by 83 per
cent, whereas thal of consumer goods increased by
108 per cent. Despite the relalively rapid expansion of

Table 25.

oulput of consumer goods during this period of
reconstruclion, the oulput in 1930 was only 23 per
cent above pre-war while outpul of produceis’ goods
was more than twice as high, a disparity much greater
than in the current plan or in the pre-war plan, which
reflects the expansion of producers’ goods industries
and the diastic coniraction of consumer goods indus-
tries during the war’

Union of Soviet Socialist Republics: Planned Increases in Industrial

Production under Third and Fifth Five-Year Plans, and Actual Increases {rom
1940 10 1950

Pianned

Irem Third five-year Fifth five-year Adetireh
¢ plon (1930 10 1947) pluny {1951 10 1955} e i
2 19535 a0
(1937 = 100} (2950 = 100} (49240 = 1yo) {3045 = L)
Industrial production 192 170 173 188
Producers’ goods 207 180 205 183
Consumer goods 172 165 123 208

Sonrce: XVII Congress of the All.-Union Com-
munist Party, The Third Five-Year Plan for the
Development of the Nutional Economy of the
USSR, 1038 te 1942 (Moscow, 193%); Directives
ef the NIX Congress of the Party on the Fifth
Five-Year Plan of Development of the USSR for
1931 to 1933; State Planning Committee of the
USSH and Central Statistical Administration of
the USSR, On the Folfilment of the Fourth { First

The fulfilment of the plan for industiial production
is to a much larger degree dependenl on an increase
in productivity than on a rise in employment. Since
total industrial preduction is scheduled to increase by
70 per cent during the five-year period, and oulput
per man in industry by 50 per cent, it appems thal
industrial  employment will increase by only 13
per cent.’

The increase in produclivity is to be achieved by
further mechanization of industries whose output las
a high Iabour conlent: it will involve a 70 per cent
increase in the amount of electiic power per employed
worker. The increase in industiial production will
require a considerable expansion of existing industijal
capacity, and will involve a large increase in invesl-
ment in fixed capital. The planned inveslment in
industry duiing the five years of the plan is scheduled
to be twice as high as during the preceding live years.
However, a considerable part of the increase in indus-
trial production is expected Lo be achieved through &
more itensive ulilization of existing capacily, espe-

°In 1944, output of consmmer goods [el} 1o 5F per cent of
preswar while output of producers’ goods rosc to 136 per cent
of TH0 levels. In 1945, the last pre-plas year, the respective
indices were 59 and 112

TThe totel number of wage and salary earners is scheduled
to increuse Ly 15 per cent.

Post-Far) Five-Year Plan of the USSR {Moscow,
1051} ; Speech of G, AL Malenkov at the XIX
Congress of the Communist Party of the USSR,
Pravda (Moseow), 6 October 1952,

* For the proeblems involved in the caleulation
of the index of industrial preduction piior to
1952, see United Nations, Forld Economic Re-
port, 1930-531, page 31, fooinote 4.

cially in the output of such basic materials as coal,
iron and cement,

The long-run tendency towards gengraphic dispeisal
of industry is to be conlinued during the filth five-
year plan by bringing industrial planis closer to
sources of raw materials and fuel and by accelerated
development of the eastern territories as well as the
Baltic republics.

The large increase in the oulpul of consumer goods
industries is closely associated with the unusually
high targets set for agriculiure (see table 26), which
in the past had failed to match the progress achieved
in industry. Allhough no over-all dala on inereases in
agticullural production are available, it would appear
that total agricoltural production is scheduled to
increase by about 40 to 50 per cent during the five
years. It may be noted that the actual output of agri-
culture in 1930 was probably only about 10 per cent
above the pre-war level ¥ The increase in agricullure
in that period, like the relatively slow inciease in
oulput of industrial consumer goods, reflected the
losses sullered as a result of war devastation. However,
the rates of increase of agricultural outpul in the
new plan me of about the same order of magnitude as
in the last pre-war plan, for 1938 to 1942, according

®The first post-war plan, eovering 1946 1o 1950, attempted
1o achieve a 27 per eent inerease in agzricultural output over
1940.
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Table 26. Union of Soviet Socialist Republics:
Agricultural Targets of the Fifth Five-Year Plan,
1951 to 1955
(1950==100)

. t}
frem Ifﬁrmcld ousput

9535

Agricultural products.

All grains . 140 te 150

Wheat 155 1o 165
Sugar-beets 165 to 170
Potatoes . 140 1o 145
Meats and fats 180 to 190
Milk 145 to 150
Todder crops 200 to 300
Cotton 155 to 165
Flax fibre 140 to 150
Wool 200 1o 250

Livestock population:

Cattle 118 to 120
Pigs 145 to 150
Sheep 160 10 162
Horses 110 to 112

Source: firectives of the XIX Congress of the Party on the
Fifth Five-Year Plan of Development of the USSR for 1951
te 1935

to which total agricultural output was to increase by
52 per cent,

The substantial expansion in agricultural produetion
is to be achieved to a lorge extent by increases in
yvields per hectare of ciops and by improvement in
selective breeding and in methods of feeding livestock.
The plan envisages that better yields will account for
about 90 per cent of the increased output of grain, 50
per cent of the increased output of collon and 60 per
cent of the increased oulput of sugar-beets [t is
planned to increase output per man in agricuiture by
40 per cent.

The high goals set for agricultural production in the
fifth five-year plan entail more intensive use of
fertilizers and the introduction of new varieties of
geeds as well as a considerable volume of new invest-
ment. However, these goals are based to a large extent
on past post-war investment, which is expected to start
giving incieasing rtesults during the coming years.
This investment consisted of afforestation and irtiga-
tion works as well as a considerable increase in the
number of tractors and combines (which were by
no means fully utilized).

The new plan foresees a further extension of projects
intended to improve the yield of land already under
enltivation as well as to enlarge the area of cultivation.
During the five-year period encompassed by the new
plan, 6 million hectares of land are to be irrigated
and 22 million hectares of pasture are to be supplied
with water in connexion with the constiuction of the
Volga-Don canal and the electric stations and irzigation

systems on the Volga, Don, Dnieper and Amu Darya
rivers.

The present five-year plan also foresees hoth a 50
per cent increase in the daily utilization of tractors
and a 50 per cent increase in total tractor power
between 1950 and 1955. This, together with a con-
siderable expansion in the number of other agiicultural
implements, is scheduled to raise the proportion of
mechanically hatvested grain to about 80 to 90 per
cent of the total, compared with 50 per cent in 1950.
Substantial progress in mechanization is planned for
other crops. The planned inciease in the mechaniza-
tiop of agriculture is intended not only to release a
substantial amount of manpower and extend the area
under cultivation but also 1o reduce losses in haivest-
ing and improve methods of ploughing, thus directly
affecting yieids per hectare,

The considerable incireases in planned aggregate
output, and in outpul per man, in agricullure are to be
also partly the result of the reorganization of collective
farms, started in 1950. The amalgamation of collective
farms inte larger units, which 1esulied in 2 1eduction
of the total from 247,000 in 1950 to 97,000 in 1951,
was inteaded lo increase productivity through such
factors as more eflicient use of modein machinery,
more rational erop rotation and more even distribu.
tion of capilal equipment per worker. The adminisira-
tive, social and economic problems involved in this
reorganization were such that no immediate effects an
productivity and yield could be expected. The full
effect of these changes is expected to appear during
the period of fulfilment of the Rith five-year plan

The increases in the output of industrial consumer
goods and of agriculture are associated in the five.
vear plan with a similar rise in consumption. The
order of magnitude of the planned increase in con-
sumption may be asceriained f{rom data relative to
changes in the real income of the population. Real
wages of wage and salary earners are planned to
increase by 35 per cent, the number of workers by 15
per cent during the five-year period, and the 1olal
wage bill by 55 per cenl. The income of ecollective
farmers is to increase by 40 per cent per farmer. No
data on [arm employment are given in the plan. On
the assumplion that employment on colleclive farms
will increase less than the number of wage and
salary earners by, say, 5 per ceni,? the total income
of collective farmers will rise by 47 per cent. This
would lead to the conclusion that the total 1eal income
of the population is planned to increase by about 50
per cent belween 1950 and 1955, Assuming that no
changes occur in ditect taxation, deductions from
incomes fo1 government loans and private savings,

" This agrees with the estimated increase in agriculturgl
output and with the rise in cutput per mun in agriculture
indicated in the plan.
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the increase in consumption roughly corresponds to
the planmed rise in incomes. This estimate of the rate
of increase in consumption appears to be consistenl
with the data relating to changes in the ountput of
industrial consumer goods and of agriculture, discussed
above (05 per cent and 40 to 50 per cent, respectively).
This rate of increase in consumplion is identical with
that stated in the last pre-war plan for the peried
1938 to 1942, ,

Table 27. Union of Soviet Socialist Republics:
Planned Inereases in Nulional Income, Output of
Producers’ Goods and Consumplion, 1951 1o 1955

1n55 Annual  rate
frem (70 == 100} of increase
National income ‘ 160 100
Industrial preduction of producers’
goods 180 125
Consumption” 150 85

Source: Directives of the XIX Congress of the Party on
the Fifth Five-Year Plan of Development of the USSR Jor
1931 to 1955,

4 See footnote a to lable 28
" Estimated as on page 50

It is planned that retail turnover in government and
co-operative hade will increase by 70 per cenl, a
substantially higher rate of increase than that in output
ol consumer goods. This difference may be accounted
for by a shift of population [rom raral te urban
areas and a deeline in the ielative share of collective
farms in retail trade. The shift of population would
result in a decline in the propoition of agiieultural
output consumed directly by collective [armers, and
in consequence there would be an increase in the 1ela-
tive share of total oulput made available to the con-
simer through goveinment and co-operative trade.
Moreover, there is a tendeney for government agencies
to puichase under contract {rom the collective farms
an increasing propoition of surpluses over and above
delivery quotas, thereby reducing correspondingly the
proportion of these suipluses sold directly o con-
sumets in collective {arm markels.

According to the directives of the live-year plan,
total investment in Industry in the period 195] to0 1935
is lo deuble, and inveslment in agriculture more than
double, that of the preceding five years, 1946 1o 1950
In transpoit and communications the increase is to be
65 per venl; in housing, 50 per cent. Since no dala are
available on planned changes in investment between
1950 and 1955, the only indication with respect 1o
the rate of increase may be derived from the planned
increase of oulput of producers’ goods.

It will be noted that the index of output of pro-
ducers’ goods mcludes armaments and excludes con-
struction: it therelore measures changes in the sum
of armamenis and investment in machinely and

equipment rather than changes in total investment.
Nevertheless, the index may be considered as fairly
represenlative of changes in that part of national
income which is not devoted to consumption. This
index is shown in table 27, together with data on
consumplion and national income,

The targets set by the five-year plan for agricultural
and industrial production may be compared with
actual changes in the first two years during which the
plan was in operation, At an annual rate, output in
agriculture thus far falls short of the increase of 40
te 50 per cent scheduled over the five-year peried.
Although no over-all data on agticultural production
were published, it may be assumed on the basis of
available information that 1951 output, affected by
the drought in certain arcas, was little if any higher
than in the previous year. In 1952 total output
increased significantly as compared with 1951, but
the average 1ate of increase in the period 1950 to
1952 lagged considerably behind the average 1ate of
ncrease anticipaled in the plan. Grain output, which
was also scheduled lo inerease by 40 to 50 per cent
over the five-year period, actually fell in 1951 by 3
per cent, and in 1952 was only about 5 per cent
above 1950. This implies that if the plan is to be
{ulfilled, the average increase in output of grain
duting the remaining thiee years must be more than
10 per cent per annum, that is, twice as mueh as the
inerease in 1952 over 1930, both vears of favourable
growing conditions. On the other hand, the dala on
industrial production in 1951 and 1952 compare
favourably with the plan (see table 28). Although the
increases were lower in 1952 than in 1951, the

Table 28. Union of Soviet Socialist Republics:

Increases in Tndustrial Production, Produectivity in

Indusiry and Employment, 1951 and 1952, and

Planned Average Aunual Inereases, 1951 to 1955
{Pereentagns)

Avtual insrense wver Pilenned average

n,fr.‘"l e I-UH, _F”””H‘l’
e crtse
1951 1931 1o 1955
Industiial production 16 11 I12
Productivity in industry 10 7 85
Industrial employment” O ! 25
Tolal employment 4 2 28

Source: Reports on the julfilment of the plan for 1951 and
for 1932; Directives of the XIX Congress of the Party on the
Fifth Five-Year Plan of Development of the USSR for 1951 to
1955 (Moseow, 1952}

* Since data given in the plan on the total increase over the
fivesyear period and on the annual rates of increase are hoth
approximations, they differ somewhat from the figures shown in
the table. The Intter are computed from the indices of total
increase over the fivesyear period. The relevant annual rates
of increase in industrial production indicated in the plan
are 13 per cent for output of preducers’ goods, 11 per cent
for consumer goods and 12 per cent for total industrial pro-
duction.

"Derived {rom indices of industria]l production and pro-
ductivity.
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Part I. Major national economic changes

average rates of increase for the first two years of the
plan exceeded the planned average rates for industrial
production and employment, while the increase in
productivity approximated the planned average rate.

This indicates that the plan could be fulfilled even if
there should be a further slowing down in the rate of
industrial expansion during the remaining years of the
plan

Major Changes in Economic Activity in Centrally Planned China, 1951 and 1952"

From 1950 to 1952, the index of industrial produc-
t:on of the Central Financial and Economic Committee,
caleulated on the basis of the output of thirty-five
tiajor industrial products, increased al an average
rate ‘of about 30 per cent annually. In 1952 the index
was 126 per cent of the previously recorded peak of
production (table 20}. The high 1ate of increase in
industrial production in this period reflected recovery
from war dislocation as well as rapid development
during the early stages of industrialization.

Table 29, Centrally Planned China: Indices of
Industrial Production, 1949 and 1952

(Previously recotded pesk year=108)"

Yeor Faralb Cn:(::rﬂcr In I::;ﬁ‘m:
1949 56 T 30
1952 126 132° 116¢

Table 30. Centrally Planned China: Selected
Indices of Industrial Produetion, 1952

Previously recorded

Cammeodity 195] = 1490 peak year = 100
Pig-iron ‘ 131 105
Steel ingots and castings 141 170
Structural steel 128 167
Cement 111 153
Electricity 130 114
Coal 118 95
Petroleum 125 136
Cotton yarn 130 150
Cotton cloth 137 165
Paper 151 212
Sugar 128 100

Source: Central Financial and Economie Commitlee, as
moted in People’s Ching {Peking}, People’s Daily (Peldng}
.nd Ta Kung Pao (Shanghai).

® Previously recorded penk year represcats the sum of pro-
luction in the north-east region for 1943 and in the rest of
hina for 1936.

® Coverihg ke production of the 35 major industrial com-
modities.

*the fiures for the preduction of consumer goods and
ijnvestment goods in 1952 ure calculated on the basis of
changes in their respective shares in total production hetween
1949 and 1952, Aceording to offieial dats, the chares of
consumer goods and investment goods in total production were
675 per cent and 32.5 per cent, respectively, In 1949, eand
562 per cent and 438 per cent in 1952

The expansion of production in different branches
of industry was not uniform. From 1950 te 1952,
the index of production of investment goods increased
at a higher rate than that of consumer goods. How-
ever, because of heavier war devastation, the level of
production of investment goods in 1952, in relation
to its previously recorded peak, was lower than that
of production of consumer goods, the respective
increases being 16 and 32 per cent. Selected indices
of industrial production in 1952 are shown in table 30.

3 This section deals with the economic situation in the area
under the administration of the Central People’s Government
of the People’s Republic of China. The cconomic situstion in
Tajwan, which is administered by the Government of the
Republic of Ching, is discussed in chapter 3.

Source: See table 29,

The recovery of industiial production to a level
well in excess of the pieviously recorded peak was
accounted for by fuller utilization of existing capacity,
and new investment in some important industies, such
as textiles and iron and steel. Since labour productivity
1ose considerably from 1950 to 1952, the increase in
industrial employment was moderate,

The Government extended its control over industry
during the period. Between 1950 and 1952, by virtue
of progressive nationalization of industiy'* and the
building up of new government enterprises, the Gov-
ernment increased its share in industrial production
from 44 per cent to 67 per cent. At the same time its
contzol over private production was strengthened,
mainly by means of incteasing government ordes,
which in 1952 amounted to about three-fourths of the
value of private production in the laige industrial
centres.

The increase in industrial activity was accompanied
by an expansion of agricultural output. From 1950
to 1952, the index of total agricultural production
showed an annual inciease of asbout 15 per cent
reaching in 1952 a level exceeding by 13 per cent the
previously recorded peak. Production of food grains
in 1952 was 9 per cent above the 1936 peak. Industrial
crops and livestock, in general, incieased more than
food grains. In 1952, the output of the most important
industrial crop, raw cotton, was 56 per cent higher

1Yy 1952 pationalization was already complete in railways
and almest epmplete in banking.
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than in 1936 (see table 31). The increase in agri-
cultural production was the result of an expansion in
the acreage cultivated and of improvements in irriga-
tion and methods of cultivation,

Table 31. Centrally Planned China: Indices of
Agriculiural Produection, 1950 1o 1952
{Previously recorded peak year"==100)

feem 1950 1951 1952

Total agricultural production” 86 93 113
Food grains 87 96 109
Rice 97 99 110
Wheat 80 84 101
Raw colton 83 131 156

Source: See table 29,

= Previously recorded peak year is 1936

» fncluding food grains, industrial crops, sericulture amd
livestock.

By the spring of 1952, the agrarian reform was
complete for more than 90 per cent of the tolal rural
population, with the remaining pait scheduled to be
completed before the spring of 1953, In the period
under 1eview there was also a considerable extension
of mutual aid teams and preductive co-operatives in
agriculture.’® In 1952, two oul of every five peasant
houschelds were so organized, an increase of 40 per
cent over 1951.1%

Both government 1evenue and government expendi-
ture rose rapidly from 1950 to 1952. Revenue rose by
aboul 170 per cent and expenditure by about 140 per

¥ he omtual abd teams invelve co-operation only in the
use of manpower wnd dranght animals during the busy periods;
productive co-operatives, whick are more permanent in charac-
ter, require a year-ound organized pooling of implements
and land.

Wihe percentage varied greatly in different regions. Tt
was over BO per cent in the north-cast region and over 60
per cent in the northern region.

cent. The rise in revenue was due to the expansion
of industrial production and the inclusion in the
budget of the profits of government enterprises that
were being nationalized: Rural taxes having been
reduced in the meantime, the share of their yield in
total revenue fell drastically. On the expenditure side,
military expenditure, constituting about two-fifths
of the total in 1950, increased by 50 per cent belween
1950 and 1952; and public inveslment, constituting
aboul one-fourth of the total in 1950, increased by
320 per cent. The large increasc in the latter was
the result of an expansion in the volume of investment
and the incorporation into the budget of investment
expendilure of newly nationalized enterprises.

Whereas in 1950 the budget was roughly in balance,
in 1951 and 1952 substantial saipluses were realized.

Recovery in industiy and agriculture brought about
a large increase in the supplies of consumer goods
and thereby permitted an increase in personal con-
sumiption. Between 1950 and 1952, the output of food
grains (including rice, wheat and soy-beans) incieased
by about 12 per cent a year and the output of industrial
consumer goods from 1949 to 1952 by about 24 per
cent a year (see tables 29 and 31). During the period
1950 to 1952, consumption in urban and rural areas
was estimated to have increased on the average al an
annual 1ate of about 20 per cent.

The increase in the supply of consumer goods was
the basis for the increase in the real wage bill and in
the real income of peasants. The redistribution of
income resulting {rom nationalizatien of industry and
land reform was a contributing lactor. Between 1950
and 1952, the considerable increase in the real wage
bill was mainly due to the rise in avelage earnings,
since employment rose only mederately. The rise in
real incomes of peasants reflected the gradual comple-
tion of the agrarian 1efoum, which abolished rents
formeily paid to landlords, as well as the reductions
in raval taxes,

Table 32 Centrally Planmed China: Indices ol Retail Prices® in Four Cities,
1951 and 1952

(1950==100)
Period Shanghal Tientsin Peling Fhan Averiagel

1951~

First half 94 108 106 103 102

Second hall 104 115 112 103 107
1952.

First Lall . 105 118 112 11 108

Second half* 104 117 113 98 107

Sonrce: People’s Daily; Ta Kung Pao.

* Retail price indices refer here 1o price indices
hased wupon “parity savings units” or “parity
wage units”, The latter cover commaditics which
vary in the different cities to reflect local con-
sumption babits; for instance, in Shanghai: rice,

coal briquelles, vegetable oil and eotton {abrics;
in Peking: millet, wheat flour and colten zbrics
Data for 1952 are not available for the north-
castern, western and southern provinces,

* Weishted average; weights as follows: Shang-
hai 45; Tientsin 15; Peking 35 and Wuhan 10

* Preliminary.
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Chapter 3. Petroleam

EXxrioRATION

Exploration activities from 1950 to 1952 resulted in
important discoveries, especially in Saudi Arabia and
Kuwait, During April 1951, the Uthmaniya field was
discovered in Saudi Arabia, 65 kilometres south of the
Ain Dar field, and in the following month the Safaniya
field was found, located in the Persian Gulf approxi-
mately 3,500 metres off the mainland at a point where
the sea is 6.5 metres deep; this was the first offshore dis-
covery in the region. As a vesult of these discoveries
and further exploration, the acreage of proven oilfields
in Saudi Arabia increased from about 53,000 hectares
at the end of 1949 to nearly 125,000 hectares at the end
of 1951.* During 1952, exploration activities were ex-
tended to additional areas in Saudi Arabia.

A discovery at Magwa, about 11 kilometres north of
the Burghan field, substantially increased the proven
reserves of Kuwait, which thus kept their relative posi-
tien as the second largest in the world, In Iran, the
exploration activities of the Anglo-Iranian Oil Com-
pany in the first half of 1951 added over 7,000 hectares
to the proven acreage; in addition, during 1951/562 the
activities of the Iranian Oil Company, directed by the
Seven Year Plan Organization, resulted in the discov-
ery of an oilfield in the Qum area, south of Telran.
In Turkey, exploration by the Mining Research Insti-
tute {Maden Tetkik ve Arama Enstitusu}, a government.
owned organization, led during 1950/5] to the discov-
ery of Garzan field, north of Ramandag.® On the other
hand, exploration from 1950 te 1952 in the Kuwait-
Saudi Arabian neutral zone was unsuccessful. This was
also true of explorations in the Adana 1egion, near the
Gulf of Iskenderun in Turkey. In Egypt, oil companies
discontinued their exploration activities early in 1952
because of failure to diseover further economic loca-
tions in their current lease arcas.”

DriLLive

Drilling activities in the Middle Fast continued at a
low level as compared with activities in the main pro-
ducing areas of the world. Wells completed during
1951 numbered 105, totalling 195,000 metres drilled;
of these seventeen were {ailures, eight of them in Egypt.
The figures for 1951 may be compared with those for
1950 and 1949: 94 completed wells totalling 164,000
metres, and 106 wells totalling 166,000 metres, re-
spectively. Over three-fourths of all Middle East drill-
ing activities in the period 1949 to 1951 were under-
taken in Egypt, Iraq, Kuwait and Saudi Arabia.?

Development of oilfields as well as expansion of oil
handling facilities continued in the region. Between
1949 and 1952, new fields placed in production in-

* Gulf Publishing Company, World Oil {(Housten, Texas), 15
July 1951 and 15 July 1952.

*1bid., 15 July 1952,

* United States Department of Commerce, Foreign Commerce
Weekly (Washington, B.C.}, 16 June 1952,

cluded Dukhan late in 1949 in Qatar, Zubair late in
1950 and Ain Zalalt late in 1952 in Irag, and Ain Dar
early in 1951 in Saudi Arabia. During this period the
producing capacity of many oilfields was stepped up
by drilling new wells and by expanding facilities for
handling ofl. Several oilfields were discovered which
had not been placed in production by the end of 1952
owing to lack of pipeline outlets; these included Abu
Hadriya, Fadhili, Haradh, Safaniya and Uthmaniya in
Saudi Arabia; Qaiyarah in Irag; Qum in Iran; and
Magwa in Kuwait.

PiPELINES AND OTHER FACILITIES

The most striking development in the region with
respect to expansion of oil handling facilities was the
construction of two large-diameter pipelines from Saudi
Arabia and Iraq to the Mediterranean. The pipeline
from Saudi Arabia, completed late in 1950, stretches
from the oilfields of Saudi Arabia, through Jordan and
Syria, to Sidon in Lebanon. This thirty- to thirty-one-
inch pipeline, with a length of 1,720 kilometres and a
present throughput capacity of 15.5 million tons a year,
required an investment of $230 million. The Iraqi pipe-
line, with diameters of twenty-six, thirty and thirty-two
inches, and a Jength of 895 kilometres, has a normal
throughput capacity of 13.5 million tons a year. The
line was completed in 1952 from Kirkuk field in Iraq
to Baniyas in Syria; it required a total investment of
about $115 million.

In addition to these lines, the pipeline systems of
several oil producing countries were expanded during
the past three years. In Iraq, a pipeline of twelve to
sixteen inches, with a length of 120 kilometies, was laid
between the Zubair feld and Fao on the Persian Gulf;
it has a crude charging capacity of 2.6 million tons
annually. This line was finished late in 1951; in 1952
plans were laid to construct a parallel line with a diam-
eter of twenty-four inches, There was another plan, also,
to constinet a pipeline of twelve and thiee-quarter
inches, with a length of about 220 kilometres, capable
of carrying 1.3 million tons of crude a year from Ain
Zalah to the main Iraqi pipelines near Shuraimiya. The
construction of a sixteen-inch pipeline from Kirkuk to
Haifa, which was interrupted in 1948, weas not com-
pleted. Another parallel twelveinch pipeline from
Kirkuk to Haifa, which was shut dewn in 1948, remains
closed. In Saudi Arabia, the pipeline system was ex-
panded in 1951 by 76 kilometres of new pipelines with
a capacity of nearly 14 million tons of crude petroleum
a year. During the past three years additional pipelines
were laid in Iran, Kuwait and Qatar. Expansion of oil
handiing facilities also included construction of slorage
and harbour {acilities in the new oil poits of Sidon,

* Gulf Pubiishing Company, Werld Oil, 15 July 1951 and 15
July 1952. Wells drilled in 1951 in the United Stales numbered
43,300 and totalled 51 million metres; over 17,000 were dry

holes. Wells drilled in Venezueln in the same period totailed
over 1,200, of which 140 were dry holes.
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Baniyas and Fao, as well as expansion of existing facili-
ties in Iran, Kuwait, Qatar and Saudi Arabia.

PRODUCTION OF CRUDE PETROLEUM

The sharp increase in total crude petroleum produc-
tion experienced in the post-war period continued in
the Middle East in 1951 and 1952, in spite of the cessa-
tion of Iranian exports. The increase in output ol crude
in 1951 was 10 per cent and in 1952 about 8 per cent.
The rise in production accompanied the expansion of
oil handling facilities and the increasing world demand
for crude petroleum. Despite this increase, the volume
of output remained relatively low compared with the
great potentialities of the region as represented by its
large proven reserves. By the end of 1951, the cumula-
tive total output of Middle East oilfields since the be-
ginning of large-scale commercial production ~ which

started relatively late - had reached about 654 million
tons, of which over one-half had come from Iranian
oilfields (see table 32), This output represented only
some 7 per cent of the total cumulative crude oil pro-
duction of the entire world. Total production of crude
oil in the Middle East increased almost six and a half
times in the period between 1938 and 1952; the figure
for the latter year was about 105 million tons compared
with 97.2 million tons in 1951 and 35.6 million in 1946
{table 33). But in 1951 the Middle East, with over half
of the woild’s proved oil reserves, contributed only 16,4
per cent of the crude oil supply of the world, as com-
pared with 16.8 per cent in 1950 and 5.7 per cent in
1938. The decline between 1950 and 1951 in the relative
position of the Middle East was due to the sharp de-
crease in production in Iran, following nationalization,
as well as a rise in crude petroleum output elsewhere
in the world.

Table 33. Crude Petroleum Production by Countries, 1938, 1946, 1948 and 1950 to 1952
{Thousands of metric tons)

Counlry 1338 10466 1948 1350 1951 1852w
Bahrein.. ..., ... ... 1,138 1,089 1,496 1,511 1,508 1,510
Egypt .. . 226 1,282 1,886 2,434 2,332 2,320
Iram.... ..., . ....... 10,359 19,497 25,270 32,259 16,844 1,350
Irmg....... .. L 4,208 4,080 3,427 6,479 8,351 18,000
Kuwait . ...... ... ..., — 800 6,400 17,293 28,327 37,900
Qatar. . ..... . ... .., — —_ e 1,636 2,370 3,300
Seudi Arabin.. . ... .. ..., 67 8,200 16,260 26,904 37,476 40,700
Turkey ... ... . .. ... — -— 2 17 19 20
Total Middle Fast... . 16,088 35,558 51,741 88,440 97,227 105,100
Wonrp rotar. 282,000 378,000 470,600 525,000 592,000 622,000

Middle East oulputas per-
centage of world total 5.7 9.4 12.3 16.8 164 16.9

Source: United Nations, Statistical Yearbook and Menthly Bulietin of Statisties: Economic Survey of Europe,
¥

1951 {Geneva, 1952) .
* Prelindnary figures.

While production in Iran declined sharply, from 32.3
million tons in 1950 to about 1.3 million tons in 1952,
there were spectacular increases in Irag, Saudi Arabia
and Kuwait. The output of Saudi Arabia rose from 26.9
million tons to 40.7 million tons, and that of Irag
from 6.5 million to approximately 18 million tons in
the corresponding petiod. These expansions in output
were facilitated by the construction of large-diameter
pipelines, as alieady mentioned, from the Iragi and
Saudi Arabian fields to the eastern Mediterranean coast.
In Kuwait, also, preduction of crude petroleum in-
creased by about 120 per cent in 1952 over the 1950
output of 17.3 millien tons; Qatar’s output of crude
rose from 1.6 million tons to nearly 3.3 million in the
corresponding period. There were no important changes
in production in Bahrein, Egypt or Turkey.

Middle Eastein crude petroleum came from 597 wells
in 1951, of which 145 were located in Egypt. The out-
put per well is in some cases as high as 20,000 barrels o

day. Daily average production per well at the end of
1951 was about 4,600 barrels in the Middle East (ex-
cluding Egypt), as compared with only 12.7 barrels
per well in the United States, and 225 barrels in
Venezuela.®

REFINING

The refinery capacity of the Middle East petroleum
industry has increased in recent years at a much slower
rate than that of crude oil production, from a total
yvearly capacity of about 47 million tons in 1948 to
about 52.5 millien tons in 1951—a rise of 12 per cent
as compared with the 68 per cent increase in output of
crude. This slow rate of development was largely a

® The high productivity of oil wells in the Middle East is due
partly to geological conditions and partly to the fact that in al-
most every country oilfields are operated by a single company,
which can drill and operate the most promising wells to drain
the oil reservoirs.
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Prices rose in all countries during the period under
review. The rise in 1951 1eflected to some extent the
increases in impoit piices, but in most countries it was
associated with an increase in inflationary pressures
and led to a fall in real wages. Price increases in
1952 were mostly in the nature of price-wage spirals.

As was mentioned earlier, the situation in Argentina
during the period under review was in a category
apart. Developments in that counlry were aflecled
mainly by such factors as the fuctuations in agri-
cultural output, the foreign exchange positien and
the economic policies of the Government.

In 1951 the real gross national product of Argentina
rose slightly. In spite of a decline in the production
of meal, total output in agriculture, as a result of
more favourable crops, was higher than in the pre-
ceding year, when agiicullure had been hit by the
almost total loss of the 1949/50 maize crop. There was
also a slight increase in industiial preduction. With
respect to demand, the decline in real balances of
exports and imports and the increase in investment
patalleled to some extent developments in other coun-
tzies. However, with regard to the former, the drop in
exports, particularly of meat and wool, was a much
more impoitant factor than the relatively small rise in
imports. With 1egard to investment, the increase in
stocks of exporl goods was the main factor in the
movemen? of inventories. Developments in consumption
were also less favourable than in the other countries.
Food consumption remained roughly unchanged, but
there was a significant decline in the consumption of
manufactured consumer goods.

Developments in Argentina in 1952 were of a rather
deflationary nature. Agricultural output dropped
substantially as a result of 2 major failure in 1951/52
crops of cereals and oil-seeds. The resulting sharp
fall in the exportable surplus led to a further decline
in real tiade balances, in spite of a cut in imports
meotivated by the deterioration in the foreign exchange
position during the year. Investment activities were
adversely affected by a decline in the private sector
and the government policy of budgetary retienchment.
As a zesult of the consequent fall in rural and wiban

Table 33.

incomes, total consumption of both fved and manu-
factured consumer goods declined. The decline in
industrial output resulting from the fall in investment
and consumption was associated with the appearance
of substantial unemployment in urban areas.

Prices rose steeply in 1931 and continued to rise in
1952 in spite of the deflationary developments of that
year. In both veas, the price-wage spiral of the
previous year was accentuated by the continued {fall
in real wages.

DeverorMents v 1951

A preliminary survey of the situation in the coun-
tries under review, covering the first half of 1951, was
given in the preceding World Economic Report. The
following section describes the changes which took
place duting the entire vear.

Production

Total crop output in 1950/51 was higher than in
the previous year in all the countiies under review.
There was a general rise in food grain crops, In Argen-
tina, the rise in agricultural output was a result of the
recovery of the maize crop from the record low of
the previous year; the increase failed, however, lo
recoup entirely the stesp decline of the preceding crop
vear. The same applied to Chile, which experienced a
very sharp decline in production of food grains in
the previous crop year. In the output of aimal prod-
ucts, a notable development was a drop in the produc-
tion of meat in Argentina, while in Brazil, Chile and
Mexico, the output of animal products showed a slight
rise. With regard to the main export products, in
Argentina, in addition to the developments in grain
and meat noted above, there was a slight rise in the
production of wool. In Brazil, productien of coffee
and cotton was roughly unchanged, while in Mexico,
under the stimulus of high profits and good export
demand, the cotton crop showed a further steep 1ise.
Production of sugar in Cuba rose slightly. An estimate
of aggregate agricultural production in the two prin-
cipal sectors is given in table 33.°

I5ome of the figures in the table revise the preliminary
estimates for 1950/51 published in the previous report.

Indices of Agricultural Production in Selected Latin American Countries,

1950 to 1952

Cauntry

Craps
(1948748 == 100)

livestack products
(1949 == 100}

1940750 1950/51 1951732 1950 1951
Argentina 90 108 74* G6 86
Brazil 106 112 116 101
Chile 81 g1 . o
Mexico 114 126 132 110 108

Source: United Nations Depariment of Eco-
nomic Affairs, computed [rom natienal statistics.

" Preliminary figures.
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As will be seen from table 34, industrial production
rogse in all countiies under review, the Increases
ranging from 3 to 8 per cent in Argentina, Chile and
Mexico, to 11 per cent in Biazil. The increases were
concentrated mostly in the investment goods indus-
tries; except for Brazil, output in the consumer goods
industries (textiles, clothing} was either unchanged or
below the level of 1950. Mining production followed
an upward trend, with the nolable exception of Mexico,
where mining of both non-ferrous metals (lead and
zine) and precious melals showed a substantial drop.

Table 34. Indices of Industrial Produclion in
Selevted Latin American Countiies, 1951 and 1952

(Corresponding period of previous year==100)

FIGH 1052
Full wcur First nalf

Conntzy qud ilem

Argenting.

Total industrial production® 103 ag”
Manufacturing . 102 98:’
Extractive industries 105 100"

Brazil-
Manufactusing” 111 103
Chile:

Total industrial production® 115" 1160
Manuflaeturing’ ‘ 11 114
Extriactive indusiries” 106 U6

Mexico

Total industrial production” 107 108
Manufactaring’ . 108 109
Mining, exclusive of oil’ Oud

Sowrce: Argenting: Ministry of Technieal Affuirs, Si.'lr!cs{'s
Estadistica Mensual de la Repiblice Argenting {Bucnos Aires),
Ogtober 1051, April and Seplember 19525 Brazil: Getulio
Fargas Foundation, Conguntura Econdmica {I_{w d}: :Iunm‘ru),
December 19582; Chile: Dirceeidn General de Estadisticn, Ssre-
distica Chifena, Sinopsis {(Santinge) 1950, 1951 uml‘ Fune
1952 Alexico: Bank of Mexico, Trigésima Asamblea General
Ordinarin de Accionistes (Mexivo, DF), 1052

* Including mining, gas and electricity.

" Seven months,

c Including coal, pigdren, steel, cement, cleclric power,
woven cotton fabries, sugar and derivatives.

“ Ineluding construction and energy, excluding mining.

" These indives appear to be overstated beeause of the high
weights given to the iron and steel industry, whose output
increased sharply in the period in guestion.

! Same voverage as the index of total industrial production,
but exeluding construction.

# Copper, gold and silver, nitrates, iedine and coal.

"Including energy cutput, mining and oil.

' Exciuding processing and refining of oil,

! Production of metallic ores and metals, including precious
metals,

The national product rose in all countiies, the
increases yanging from 2 1o 6 per cent {see table 36,
below).

Changes in components of gross national product

Except in Cuba, there was a general decline in the
real balance of experts and imports. In Biazil and
Mexico, this decline was particulaily proneunced; it
was primarily the result of a steep rise in imports
while exports rose only slightly. In Argenting and
Chile, where the increase in the volume of imports
was much smaller, the fall in the real balance was due
as much to the decline in expoils as Lo the 1ise in
impotls. In Cuba, the incicase in the 1eal balance
resulted from an wpward movement in the volume of
exports and imporls. The increase in imporls in all
the countries under 1eview 1eflected to a larse extent
the apprehension, generally prevalent alter the middle
ol 1950, of impending sheitages of raw malerials and
manufactired goods in international tiade

In Brazil, Mexico and Cuba, the 1ise in imporls i
1951 1epresented the continuation of a trend which
became apparent in the second half of the previous
year. Anticipatory buying ol goods for stockpiling,
which was somelimes of a speculative nature, aceounted
for a large pait of the 1ise in imports of these coun-
tries; this was paiticularly the case in Brazil and
Mexico. There was also a substanlial increase in
imports of non-essential consumer goods in these three
countiies, The terms of trade of the countries of this
group Huctuated within relatively narrow limits com-
pared with 1950. There was a slight imptovement in
Mexico and some decline in Brazil and Cuba (see
table 35), so that the decline in the real balances of
Brazil and Mexico was accompanied by a substantial
delerioration in their balances in money terms. The
exceplionally high level of fmpotts in boll countries
was made possible by a favourable exchange position,
achieved as a result of a substantial improvement in
the terms of trade in 1950, particularly in Brazil; a
conttibuting factor in Mexico was an incicase in
receipls in its invisible tiade, namely, in 1eceipts
from tourisl expenditures and from zemittances of
migiant labour.

In Argentina and Chile, the larger impoils of 1951
wete made possible by an casing of the foreign
exchange position in these counliics as a 1esult of &
signilicanl improvemenl in theh lerms o (rade?
Thus, even though their exports lell in physical terms,
they were able Lo relax somewhal ihe sltingenl import
resirictions of the previous years.

‘In Chile, the terms of trade improved as & result of the
incresse in copper prices which had been negotiated in

19515 the Dmprovement in Argentina was due primarily to the
short-lived boom in wool in the early part of the year
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Table 35.

Indices of Unit Values and Terms of Trade of Selected Latin American

Countries, 1950 to 1952

{1950=100}
1951 lug2
Country and ftem Firsr Second Full Firse
kalf kalf yeur half
Argentina:
Exports® 156 144 150 136
Imports® 116 133 125 123
TFerms of trade 134 108 120 111
Brazil:
Expozts 1321 ce 323 121
Imports . 121 135 129 142
Terms of trade 100 96 85
Chile:
Exports® 125 1585 141 158
Imports® . 110 3322 117 130
Terms of t1ade 114 127 120 122
Cuba
Exports 108 114 111 105
Imporls 119 121 120 119
Terms of trade 91 O:h 03 a8
Mexico
Lyports 123 121 122 128
Imports _ 114 112 113 112
Terms of trade 108 108 108 114

Source: Computed by the United Nations De-
pustment of Economic Affairs from the following
sources: Argentina: International Menectary Fund,
International  Fingneial Statistics (Washington,
DLy Ministry of Technicel Aflairs, Sintesis
Estadistica Mensual de la Repiiblica Argentina.
Braozil: United Nations, Monthly Bulletin of Sta-
tistics and Ministry of Finance, Mensario Esta-

The changes in either direclion in public expendi-
tures on goods and services on cuirent account® were
zenerally confined within narrow limits {see table 36).
In all countries except Cuba the increases in gross
natienal product noted above resulted from the [act
that the rise in investment and consumption more
than offset the decline in the real balance of exports
and importts, In Cuba a rise in the zeal balance, as
well as in investment and consumption, contributed to
the increase in gross national product.

Investment increased significantly in all the coun-
tries under review. There was a general increase in
investment in fixed capilal, particularly in Brazil and
Mexico, where large imports of capital goods and

*In the breakdown of national wccounts for this group of
countries, public and private investment are combined for
statistical reasons under the item “gross investment”, while
the flem “government expenditure” relates to expeaditure on
current seeount only. In the latter, expenditures of semi-
governmental bodies or so-culled “autonomous agencies” were
included only in so far as the agencies concerned were not
engazed in production of goods and serviees for the market.
The same procedure was followed in the previous Forld Eco-
nontic Report.

tistieo (Rio de Jameire). Chile: United Nations,
Monthly Bulletin of Statisties amd Siatistical
Office of the United Nations Cuba: United Na-
tions  Monthly Bulletin of Statistics. Mexico:
National Bunk for Foreign Trade, Ceomercio
Exterior {Mexice, D F ).

*Valued in United States doilars

equipment had taken place during the year.® In these
two countries, an important element in the increase
was the investment of export profits, puiticularly in
residential building, In Chile, the rise in domestic
production of steel products made possible an increase
in domestic investment in fixed capital in spite of a
lower level of fmports of capital goods. Aside from
investment in fixed capital, a key lactor in the changes
in gross investment in 1951 was the aceumulation of
invenlories. The nature of this accumaulation varied
fhom country to country, In a general way, it is
passible te state that in Brazil and Mexico the accuma-
lation was mainly in the form of stockpiled imports
of industrial supplies and raw materials, while in
Argentina and Chile there was a substantial increase
in invenlories of export products, grain, livestock and

®In DBrazil, in line with an economy plan introduced early
in 1951, public investment, particularly that connected with
the SALTE plan, was slowed down, so that the increase was
primarily in the field of private investment, It will be recalled
that the designation “SALTE plan” covered a group of
government-financed development projects in the fields of
public health, food, transportation and energy,
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Table 36. Components of Gross Natiomal Product of Selected Latin American
Countries, 1950 and 1951

(In 1950 prices, as percentage of total 1950 gross national product)

Sum of Cove Gross Hufance of
TR Griss personal J;:J;":rr.'m": | dnvestment exports wl
™ patnal - eansunpton, UG el
inventories® peeau private serpices?
Argentina:
1950 1000 8.7 0.4 197 1.2
1951 1020 36 111 207 3.4
Brazil:
1950 100.0 2.2 120 13.6 22
1951 1057 779 11.2 151 —1.5
Chile.
1950 100 0 778 13.7 11.8 3.3
1651 1020 3 137 130 5.2
Cuba.
1950 1000 127 28 102 43
1951 104 5 46 128 10.7 6.4
Mexico:
1950 1000 6 73 156 21
1951 1055 80.6 a3 189 -2 3

Source: United Nations Department of Eco-
nomic Affairs, computed from official natienal
statisties.

wool in Argentina® and copper in Chile In addition,
in most countries, there appears to have been an
increase it inventories of manufactured consumer
goods {see below).

Consumption mcicased slightly in Brazil, Cuba and
Mexico, was roughly unchanged in Chile and declined
somewhat in Aigentina.® In all these countries, con-
sumplion failed to keep pace with the inciease in
national product. One of the faclors responsible for
this development was a general increase in government
net 1eceipts in relation to national income, which
correspondingly limited the incicase in private in-
comes available for consumption. In Asgentina and
Chile, where foreign trade operates under a system of
differential exchange rates, privale incomes were also
affected by changes in these 1ates? The increase in

“In Argenting, grain inventories, which had been depleted
in 1930, were replenished. The drep in hog slaughtering, in
order to reconslitnte the pig pepulation, which had been
depleted through the failure of the 1950 eorn crep, amounted
lo a pro tante incrense in investment in livestock. Finally,
wool inveniories accumulated, as exports bud been virtzally
suspenled in the second half of 1951 following the cotlapse
of wool prices

# Far purposes of this discussion, consumplion was estimated
net of changes in inventories.

®In Argentina, the increase in receipts from taxalion proper,
in real lerms, was relatively small. Most of the reduction in
real private incomes arose from the [act that the peso 1ate
for imports was deprecinted imore than the rate for exports,
vhich amounted 1o a higher inercase in import duties than is
exporl bountics.

2 Ng adjustment bas been made for net pay-
ments of interest and dividends abroad, which
are thus included in the gross national product

" This component is obtained as a residual,

payments from the privete lo the public sector more
than ofiset the effect of the improvement in the terms
of trade of Argentina, Chile and Mexico, while in
Brazil and Cuba the deterioration in the texms of trade
contributed towards a further reduction in private
incomes in 1elation to 1eal national product. However,
seal private income was above the 1950 level in all
countries except Aigentina, where it remained un-
changed.

Another factor which determined developments in
real consumption in 1951 was the supply of food.
The pressme of effective demand upon inadequate
food supplies contributed in most couniries to an
increase in inflationary pressures. In Argentina, nor-
mally a food suiplus counlry, shortages developed in
meal, which is a staple item of the national diet. The
decline in meat production, noted above, wuas only
partly offset by a fall in exports?® As a vesull, domes-
lic meat prices 1ose steeply; there was, in addilion,
a further 1ise in prices of other food products,
following a further increase in contiolled agiicultusal
prices. The farger share of wban incomes spent on
faod allected adversely uiban demand fer manufae-
tured consmmer goods. This was only pmily offset by
the correspondingly lmger incomes of the rural sector,
in view of the facl that part of this nerease acerued to

Iy spite of the pressuse ol domestic demand, some meat
shipments continuad under outstanding contracts.
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large cattle producers and tiaders, whe tend to con-
sume less out of additional income. As a 1esult, inven-
tories of manufactured consumer goods rose in the
second half of the year. Total consumption declined in
relation to private incomes, and inflationary pressures
increased during the year. There was a futther
deterioration of the real wages of the urban popula-
tion, the 1ate of decline being significantly above the
over-all fall in real consumption.!t

In Brazil, Chile and Mexico, where there was an
expansion of piivate incomes as a result of the rise
in output and employment, the inadequacies in the
supply of food in relation to demand weie of a more
general kind, even though meat shortages in wiban
cenlres appear to have been pmticulaily acute. Owing
to the relatively small increases in the food crops of
1950/51, the supply of many basic food items [ailed
to keep pace with the 1ise in effective demand, in spite
of larger imports, with the result that inflationary
pressures developed in the food sector. In Chile and
Mexico, this was reflected in the fact that 1eal con-
sumption lagged hehind private incomes In Biazil,
where total 1eal consumplion appears to have kept
pace with real incomes, there are reasons te assume
a rise in the proportion spent on consumption by
higher income groups; the more liberal import policy
made possible the diversion of some of the laige
export profits into purchases of high-priced non-
essential imports. To the extent Lo which this toak
place, real consumption of the lower income groups
declined in relation to incomes. In Chile and Mexico,
by a process similar 1o that described in the case of
Argentina, the pressuze on prices of food caused a fall
in demand for manufactired consumer goods, since

the decline in effective demand of the urban population

was not offset by a corresponding increase in farm
demand.’® Quipul in the affected industiries 1emained
stagnant or even declined, and in some cases inven-
tories accumulated. In all of these countiies, real
wages of utban workers fell during the year.

In Cuba, imporls were adequate to maintain con-
sumption in line with the slight increase in 1eal
private income, so that no inflationary pressures appear
to have developed.

™ This was in conlrast to the stability of the parity prices
of the principal cash crops. that is, of the ratio between prices
paid to farmers and prices of mansfactured consumer goods.
This situation reflects the reorientation in government cconomic
policies in recent years with regard to farm incomes and urban
eonsumplion for the purpose of stimulating output in agri-
culture.

“In both countries, higher prices of farm products were
largely reflected in greater profit margins of tzaders and
other middlemen or, as in Chile, where a substantial part of
the domestic output of foed grain is grown by lurpge-seale
producers, in inereased incomes of such producers. In both
cases, the effect of the incresse in incomes on total consump-
tion was correspondingly reduced

Prices rose in all countties of the group. The cost
of living rose between 9 and 13 per cent in Brazil,
Cuba and Mexico, 22 per cent in Chile and 36 per cent
in Argentina {see table 37)}. The steep rise in Chile
is accounted for by the inflationary pressure on food
prices and the higher domestic prices of imported
goods resulting from the depreciation of the exchange
rale for imports. The same was true of Argentina,
where in addition to the inflationary pressures on
prices of meal, prices of other food products were
afiected by substanlial increases in contotled prices
granted during the year, referied to above In both
countries, the spiral of wages and prices continued.
The 1ise in prices in Cuba was due to the 1ise in the
prices of impots of food and other consumer goods,
which account for a substantial part of total cop-
sumption.

DevirorMENTs 1N 1952

In Brazil, Chile, Cuba and Mexico, gross national
product in real terms 10se in 1952, though the incteases
generally appear to have been small, There was an
over-all increase in the 1951/52 crops, and the oulput
of food grains was moderately higher. A notable
development in the output of export products was a
bumper sugar erop in Cuba, some 25 per cent higher
than in the preceding year. There were no major
changes in the output of the other key export produets
(cotton, cofiee, cocoa, wool). As far as can be
judged {rom available incomplete data, over-all indus-
trial production was somewhat above the level of
1951, with some slackening in the second hali of the
year. In Chile and Mexico, the easing of demand for
textiles and other manufactured consumer goods,
which had been noted in the preceding year, continued
inte 1952; the accumulation of inventories led to
curtailment of production in the course of the year,
so that the average level of output in these industiies
fell below that of the preceding year.

In contrast with the other countries, Argentina
showed a fall in national product in 1952, In agri-
culture there was a serious failure in the 1951/52
crop of cereals and oil-seeds; the wheat crop was
pacticulatly affected and, for the first time in Argen-
tina’s 1ecent history, fell below domeslic conswnplion
needs. There seems Lo have been an increase in the
oulput of animal products. The over-all decline in
agrieultural oulput was not offset by increases in
activity in the non-agricultural sectors. On the con-
trary, largely as a result of crop failure and the
consequent fall in export proceeds, but also owing to
other adverse factors, there was a general contraction
in economic activity. Industiial production, which was
al a level slightly ahove that of 1951 in the early
part of the year, fell off significantly later, not only in
consumer goods industiies but in other industrial

e e
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branches as well. There was also a diop in censtruction
activilies,'3

In the countries where real gross national product
rose in 1952, the movement of individual components
was of a diverse nature. There was no definite trend
in changes in the real balances of trade. The weaken-
ing of raw material markels affected somewhat the
volume of exports of all the countries of the group
but, except for Brazil, the fluctuations were 1elatively
small® In Brazil, exports of collee were roughly
maintained but there was a drastic diop in other key
exports (colton and other fibres, cocoa, hides, vegelable
oils, ete.) so that, en balance, the over-all volume of
exporls showed a substantial decline. Tmporls were
generally maintained in the first half of 1952 at about
the levels of the previous year bul there was a marked
slowdown in the rate of imports later in the year.
An impertant faclor in the decline was the slackening
in demand [or speculative purpeses and the accumu-
lation of substantinl inventories of imported goods

WAL the time of the writing of this report, there were
favourable reperts in the Argentine press as to the 1952/53
crops. The improvement in erops was expected to have
favourable repercussions en the genersl ccenomic situation
in 1953

"In view of the delay in the availability of data, statistical
informution is, of nceessity, incomplete. The following discus-
sion is therclore a tenmtative and preliminasy estimute of
developments during the yeur as a whole.

*In the metal exporting countries, such as Chile and,
some extent, Mexico, exports were sustained by the relative
s%sc[;giiz of the desmand for non-ferrous metals (copper, lead,
zine} .

in 1951 and early 1952. Another factor was the
development of balance of payment difficulties, parti-
cularly with regard to the dollar area, which by mid-
1952 led in some countries {Brazil and Chile) to &
tighlening of 1estrictions on imports.!® As a result of
these miovements of exports and imports, the real
balance of trade declined significantly in Brazil, was
roughly unchanged in Cuba and Chile, and tose
somewhat in Mexico.

Investment in fixed capital, inclusive of 1esidential
construction and public wotks, 1ose in all countries,
except in Cuba, where beth piivate and public con-
struction declined. As in the preceding year, changes
in inventories played an impertant 1ole in tolal invest-
ment. In contrast, however, lo the pattern of the
preceding year, when the key factor was accumulation
ol stocks of imported goods, the changes in inventories
were mainly in the form of involuntary accumulation
of export commodities. In Brazil, the fall in expornt
demand, referred to above, resulted in heavy accumu-
lation of stocks of various export commmodities, par-
ticularly cotton, which involved extensive government
purchasing under a price suppoit pregramme. In
Cuba, there was an accumulation of sugar stocks,
¥ A contributing element in the development of balance of
payments difficulties in the case of Brazil was a substantial fall
in the terms of trade. A {urther factor particularly responsible
for payments difficultics with the dollar area in 1952 was the
necessity of importing wheat payalie in dollars, as supplics

normelly obtainable from Argentineg were not available in
that year.

Table 37. Indices of Cost of Living in Selected Latin American Countries, 1951
and 1952

(1950==100)
1051 mszx
Cuuntry and
ftem Firgt Soeend Full Firse Second Full
faalf half year Lualf bl f sear
Argenting® _
General 121 151 136 184 191"
Food 118 154 136 191 200"
Braczil -+
General 106 111 109 123 133 128
Food 102 108 105 120 135 127
Chile*
General 113 131 122 141 157 149
Food 113 139 126 i52 17 161
Cuba.
Food 110 112 111 113 112 113
Mexico.”
Qenerul‘ 107 118 113 127 130 128
Food 108 122 115 132 135 133

Source: United Nations, Monridy Bulletin of
Statistics, except 1952 food indices fer Cula,
which are based on Cube Econdmica ¥ Financiers.
(Havana).

% Bucnes Aires

¥ Four months

“Sio Paulo.

* Santiago.

" Mexico City

" Cost of food. clothing. soap and coal
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which also necessitated the introduction of a govern-
ment supporl progiamme, under which approximately
25 per cenl of the sugar output was withdrawn from
the maiket and set aside as a stabilization reserve; the
resulting increase in investmenl in sugar inventories
more than offset the decline in fixed capital.V’

As o eonsumplion, in Chile and Mexico the pattern
of consumption described previously in connexion with
the developments in 1951 was also apparent in 1952
As a result of the pressuie of eflective demand on
food supplies, lhe increases in urban incomes were
largely absorbed in higher consumption of food. On
the other hand, there was no inciease in real rural
demand for manufactured consumer goods, which,
together with the slackening in inventary accumala-
tion, accounted for the fall in output in the affected
industries. In Brazil and Cuba, there was apparenily
a rise in consumption of both {oed and manufactured
goods.

The developments in this group of countries with
regard 1o the varions components of their gross
national product'’® may be summarized as {ollows.
A lower 1eal trade balance in Brazil and an unchanged
real trade balance in Cuba were accompanied by & rise
in gross investment and in consumption; in the increase
in gross investment, accumulation of inventories of
export goods played a leading role. In Chile and
Mexico, the increase in gross national product was
reflected in a 1ise in real balances and in investment,
while tolal consumption does not appear to have
increased to any significant extent.

Developments in Argentina, where gress national
product fell, were in a category apart because of the
repercussions of the failure of the 1951/52 crops and
the resulting drop in export proceeds. All the com-
ponents contiibuted to the decline in the gross national
product, Exports fell steeply, as the exporlable surplus
in cereals and oil-sceds was sharply reduced as a
result of the crop failure.!® Although ensuing foreign

¥ The decline in both private and public investment of this
type was rclated to problems created by the bumper sugar
crop of the year. Private investment nctivitics were sdversely
affected by uncertainty in business outlook resulting from the
gecumulation of inventories und the drop in sugar prices, and
the announced restriction of the next erop. The comiraction
in public investment was also prebably related to heavy
claims on public financial resources arising from the suger
support programme.

¥ Changes in public expenditures on current account in
real terms are disregarded for the purpose of this preliminary
analysis. Changes in this component in either direction do not
appesr to have been significent in magnitude, Tt is possible
that such expenditures declined somewhat in Argentina and

Cuba.

M There was also s fall in other exports (eg., wool, hides)
as 8 result of a decline in foreign demand. Measures were
teken by the Government to stimulate mest exporls, such as
restricting demestic consumption, raising the export exchange
rate, and paying direct subsidies.

exchange difficullies led to drastic contraction of
imports,®® this was not sufficient to ofiset the loss
ol exports, with the result that the real trade balance
was further reduced. Investment in fixed capilal also
declined. The fall in private investmenl, including
residential building, reflected the general deterioration
in business conditions and the restriclions on imports
of investment goods; the decline in construction
activities was further accentuated by the curtailment
of investment by the public authorities. As to the
movement of inventories, there was, on the one hand,
# slowdown in the accumulation of inventories of
manufactured consumer goods and, on the other hand,
a depletion of the stocks of [ood gains, as these were
drawn upon for domestic consumption. While an
offsetling factor was an increase in inventoiies of some
export products, on balance total investment, inclusive
of inventories, fell. IMinally, theie was a decline in
consumption, both of food and of manufactured con-
sumer goods. With regard to feod, consumption of
meat was checked by measures intended to 1aise the
exporl surplus®® As lo industrial consumer goods,
effective demand declined as a direct result of the fall
in agricultural real incomes through the crop failure®
and the contraction of activities in non-agricultuial
sectors. In addition, the effect of higher food prices,
particularly for meat, on uihan demand f{or manu.
factuied consumer goods, which had been noted in
the previous year, continued in 1952.

As the decline in gross national product was not
confined to agriculture but also affected industrial
output and construction activities, it was associated
with the appearance of substantial ynemployment and
cutbacks in the working hours of employed labour.
The decline thus had a distincily deflationary aspect.

Prices rose in varying degrees in all countiies
The increases in the cost of living were particularly
large in Argentina and Chile. The 1ise in prices in
beth countries reflected the continuation of the familiar
paliern ol price-wage spiral. In the case of Argentina
one element in lhis spiral was a further increase
in the comtrolled farm piices. Thus, the 1ise in
prices in that country accompanied the deflationary

“The payment difficulties developed with the doliar area in
particular. By the middle of the vear, all outstanding dollar
import licences were cancelled, except for imports of essentials.

*1n addition to intredueing “meatiess days”, there was a
further increase in the official prices of, and partial Lifting of
price controls on, meat for domestic consumption.

2 Price increases which had been granted to farmers for
the 1952 crops of grains and oil-seeds were roughly offset by
the rise in prices of industrial goods. Thus the effect of the
price increases was to maintain the parity of agricultural
prices. The improvement in real incomes in the pastoral sector
of agrieulture did not contribute greatly to the demand for
industrial consumer goods for reasons stated earlier.
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developments described above.® A price-wage spiral
seems to have developed in Brazil and Mexico in the
first halfl of 1952, following the decline in real wages

in 1951, In Cuba, the price rise was rather slight,
since there were adequate supplies of food and other
consumer goods.

Major Changes in Economic Activity in Far Eastern Countries

Countries of Asin and the Far East, varied as their
economies upre, may nevertheless be classilied into
three broad groups. The first growp includes Ceylon,
Indonesia, Malaya, Pakistan and the Philippines, wiose
exports consist mainly of zaw materials. The second
group consists of Buima and Thailand, which are
food exporting countries.™ In conlrast, the third
group ol countries, including China, India and Japan,
are either not mainly esporters of primary preducts
or not so dependent upon foreign trade. Major eco-
nonie changes common to the frst two groups frem
1950 to 1952 are dealt with in the following section.
India and Japan are discussed individually in sub-
sequent sections, as is China: Talwan. Major eco-
nomic trends in continental China have been discussed
in chapler 2.

{OUNTRIES EXPORTING RAW MATERIALS AND FOOD

In all the countries of this group, fereign trade
constitutes the most important factor in delermining
the level of domestic economie activities. During the
period 1930 1o 1952, developments in these countiies
therefore centied around the raw material boom—
which started in the second half of 1950 and reached its
peak in the first gquarter ol 1951—and its subsequent
collapse. The impact of the boom upon internal eco.
nomic aclivities in the individual ceunlries during
1950/51°% followed a more or less uniform paltern.
Externally, they all experienced improvemenis in real
trade balances, except Ceylon, and in their terms of
trade and, internally, theie were sleady increases in
production and consumption. The subsequent collapse
during 1951/52 did not aflect the individual countries
simulianeously, nor with equal intensity. However, the
terms of trade deteriorated sharply in all the raw
malerial exporling countries, and, in 1951/52 as a
whuole, all these ceuntries experienced a decline in

“Intbe lntter part of the yoar, prices of manufsctured eon-
sumer  goods, {or example, texiiles, showed & tepdency to
decline umier the pressure of reduced demand, the accumula-
tion of inventories and a policy of drastic restriction of bank
credit enforced by the Government.

* Thailand eccupies an intermediate position between coun-
tries exporting raw matertals and these exporling {ood, since
it exports rubber and tin in addition to rice. However, since
rice constitutes the main expert {ameunting to about twor
thirds of total exports in 1949), Thailand is trealed here as
a food exporter.

= Relerences 1o years in this sectien indicate years beginning
in fuly. .

their real balance of trade, reflecting in many instances
a fali in exports. Such changes in [loreign timde
naturally led to adverse changes in production and
accumulation of inventories during 1951/52. In the
food exporting countries, although the terins of trade
tended to improve, the real balance of itrade also de-
clined. This resulted from government restrictions on
the export of rice, imposed despite an inclease in
production, for the purpoese of replenishing stocks.

During 1930/51, the raw material boom gave sirong
iimpetus te expansion in the output of exporlable
products: consequently the level of production rose
gignificanily in all these countries. Total agiicuitural
production generally rose 3 to 8§ per cent, but the
increase in food production was much smaller. In
Indenesia, however, total agricullural production, as
well as food crops, remained unchanged (see table
38). The size of the industsial sector in these countries
is, in general, small as compared with that of agri.
culture; bul available information indicates that there
were substantial inereases in mining and manuflactur-
ing eulpul in 1950/51.

On the demand side, the increase in economic
activity in 1950/51 was due primazily lo expansion
in exports. The real balance of trade increased in all
countries except Ceylon, where it declined slightly
owing lo a larger increase in imports (see table 39).
The changes in inventories, though vaiving [rom
country fo counlry, were quantitatively less lmportant
as a result of lwo counterbalancing movements. On the
one hand, there were reductions in the invenlories of
expottable goeds owing to larger increases in exports
than in current poduction, On the other, there were
incieases in the accumulation of imported goods for
speculative purposes. However, on balance, it scems
thal in most countries there was some addition 1o
invenlories.

Proceeds and profils from exports rose sharply as a
result of the beem. To siphon off export profits, the
raw malerial exporling countries generally increased
theit exporl dulies. T'o1 example, duties were raised
on rubber in Ceylon, Indonesia and Malaya, on tin
in Indenesia and Malaya, and on coiton and jute in
Pakistan, In the food exporting countries, Burma and
Thailand, the Governmenis, having a virtual mono-
poly of rice exports, paid the rice miller a price
substantially lower than the world market price,
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Table 38. Indices of Agrieultural Production in Countries Exporting Raw Materials
and Food, 1950/51 and 1951/52
{1949/50=100)

Tatal agricuitural

Group and country prnducziurgr Faod —
30781 1951782 1950751 1051752

{ountries exporting raw materials:

Ceylon 108 110 103 108

Indonesia” L 100 106 100 106

Malaya o104 92 107 98

Pakistan 108 101 101 96

Philippines 106 1067 103 108
Countries exporting food.

Burma . 103 106 101 105

Thailand 104 106 101 104

Source: Food and Agriculture Organization of ® Java and Madurz,

the United Nations.

Table 39. Foreign Trade' of Countries Exporting Raw Materials and Food, 1949/50
to 1951/52

Quanrum fndices Datance of merchandise trude®
Graup. countsy and year lthoru Currwm prices
' {1049 /50 = 10i) fAlittions of national currency)
Countrics exporting raw materials:
Ceylon.:
1949/50 160 100 183 183
1950/51 120 113 375 142
1951/52 117 113 27 159
Indonesia.
1949/50 . 100 100 257 57
1950/51 116 119 2,331 339
1951/52 162 125 4323 —246
Malaya
1940/50 100 160 113 113
1950/51 154 131 1,995 326
1951/52 155 116 323 611
Pakistan
1949/30 100 100 107 —107
1950/51 112 124 778 36
1951/52 117 112 —122 —181
Philippines.
1949750 100 100 —375 375
1950751 82 143 149 2
1951/52 . 122 134 ~~512 396
Ceountries exporting food:
Burma.
1049/50 . 100 160 194 194
1950/51 ' 131 155 314 396
1951/52 126 117 89 195
Thailand
1849/50 100 100 538 538
1950/51 128 124 817 691
1951/52 157 114 —310 438
Seurce: United Nations, Monthly Bulletin of volume of exporis were directly estimated frem
Statistics. the quantity of exports of rice, tin and rubber.
* All figures in constant prices were obtained "{n all countries except the Philippines, im-
by defluting the values of imports and exports ports are on cif. basis and exports fob.; in the
by their respective price indices as given in table Philippines, both are on folr bosis

40 In the case of Thailand, the figures for the
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which had the same effect as a variable export duty.
Although these measures proved eflective in reducing
profits in the hands of exporters,”™ mofits after
tax did inctease significantly during the boem period,
However, in most instances, increases in export profits
did not generate demand for mass consumption goods
because large plantation production is typical of export
products. This, however, is not the case in Indonesia,
where large-scale plantation preduclion is typical only
of sugar, palm oil and palm kernels, whereas small
farms predominate in rubber, copra and aiomatic
CIOpS.

In the emly part of 1950/51, the supply of con-
sumer goods did not keep pace with the inerease in
economic activity and income, and there was some
tncrease in inflalionary pressuies in all the counities
considered, However, as a result of import liberaliza-
tion and reduction in import duties in late 1950 or
early 1951, the domestic sapply situation in all the
countries was much improved by incieased imports
of a wide range of essential and semi-essential manu-
factured consumer goods. In addition, production of
staple food in 1950/51 was generally higher than in
the mevieus year, and imports of foods inlo deficit
counlries also increased.

In the countries considered, price controls {o1 hasic
commodities, somelimes accompanicd by consumer
rationing and subsidies, were alteady in lorce. In
1950/51, the price control mechanism was substantially
extended in Indonesia, the Philippines and Thailand.
In Ceylon, subsidy payments on rice were ineressed.
In order to check the speculation which was common
in these countries during the hoom, bank ciedits were
tightened.

As a result of the improvement in supply conditions,
accompanied by anti-infllationary measures, domestic
prices did not show any great change in most countries
(see lable 40}. In Ceylon, Pakistan, the Philippines
and Thailand, the cost of living indices either 1emained
stable or incieased only slightly from 1949/50 1o
1950/51. Tn Burma, prices actually declined, the niain
reason being the rapid 1ecovery in production follew.
ing the reduction of the scope of eivil war in that
eounly.

Piices showed large increases only in Malaya and
Indonesia. In Malaya, the marked rise in the cost of
living index lrom 1949/50 1o 1950/51 was mainly the
result of the shaip hncrease in import prices, but {oad
prices rose only moderately, In Indonesia, foud prices
during 1950/51 showed a sharp increase of 39 per

M As o result of the large rise in tax revesue and the
ghsence of substantial increase in expenditure. the Governments
of Burma, Malayz and the Philippines inereased their budmet
surplus in 1950/51.

cent, This was the result of increased pressure resulting
from the higher income of agricultural producers, not
accompanied by a corresponding increase in the food
supply.>?

In contrast to 1950/51, when the impact of the
raw material boom upon the internal economies of
these countries followed a broadly similar pattern,
their experiences in connexion with the collapse of
the boom duiing 1951/52 weie quite divergent. The
principal factors responsible for such divergencies
were the differences in the composition of exports and
in the timing and extent of the fall in world prices of
primary products, The collapse of the hoom affected
prices of agricultural raw malerials fist; they declined
rapidly during the fitst or second qumiter of 1951.
Except tin, prices of most minerals continued to 1ise
until the end of 1951 or eaily 1952, and there were a
few non-ferrous products whose prices also continued
to rise dming 1952. On the othet hand, prices of
foodstufls showed a steadily rising tiend during the
entire period.

The changes in agricultural production after the
collapse of the 1aw material boom were different in the
various raw malerial exporting countries. Significant
changes in tolal agricultural production teek place
only in Malaya and Indonesia, but in Ceylon, Pakistan
and the Philippines the level of agricultuial output
remained about the same. In Malaya there was a sharp
fall in oulpul ol both exportable preducts and food
crops. On the other hand, Indonesia showed a signifi-
cant increase of production in both sectors. In coun-
tries where total production was stable, this was the
result of offsetting changes in export products and food
crops. In Ceylon and the Philippines, the increase in
food output was accompanied by a decline in the
production of exportable products and in Pakistan the
reveise change occurted. Industiial production in
general showed a tendeney 1o slacken in all countries
except Indonesia and Pakistan. In the food exporting
countries, Burma and Thailand, agricultural produe-
tion continued to increase from 1950/51 1o 1951/52.

The real balanve of trade declined [rom 1950/51
to 1951752 in all countries excepl Ceylon, where it
increased slightly. In most countries this was mainly
due to a shaip decline in the volume of expoits,
resulting either from [alling world demand [or raw
malerials® or fiom government restrictions on exports

= Riee production in Indoncsia had in fact returned to its
prewitr level by 1950/51. Howeyer, food remeined in shert
supply as a resail of the increase in population. Hence, about
10 per eent of the total requirement of the staple fooid, rice,
hiad 1o be imported  Fhis situation was aggravated during the
boom by increase inodemamd and by hoarding.

*In Indonesia, the volume of cxports actuslly increased
slightly, largely as a result of the devaluation of the rupiah
carly in 1952
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Table 40,

Indices of Import Prices, Export Prices and Cost of Living in Countries

Exporting Raw Materials and Food, 1950/51 and 1951/52
{1949/50=100)

Cax of livingh

Craup  countey and yewr .!mpnrr E.ri_-mrr Terms of —T-MWWHW .
prices prices trade Al ftems Foad
Countries experting raw
materiols
Cevlon:
1950{51 111 142 127 106 105
15l/82 139 125 90 107 100
Indonesia:
1950/51 EREN 208 182¢ 139
1951/52 258" 306 119° 189
Malaya
1950-5]) 137 224 164 125 105*
1951/52 137 i87 136 128 110
Palidstan
1950/51 VA 163° 145 100° 100¢
1951/52 141" 151" 107 104 107
Philippines:
1950/51 98 118 120 105 103
1951/52 113 103 93 105 103
Countries exporting food:
Burma:
1950/51 120" 102¢ 85 89 90
1951/52 152" 122¢ 80 88 90
Thailand -
1950/51 110 111 101 109
1951/52 119" 125 105 118

Source: United Nations, Menthly Bulletin of
Statisties: and foreign trade accounts of the
various countrics,

*The cost of living indices are not nation-wide
in coverage. In Ceylon, the index refers to
Colombo; in Indonesia, te Djakarta; in Malaya,
to Kuala Lumpur; in Pakistan, to Karachi; in
the Phitippines, to Manila; in Burmsa, to Ban-
goon; and in Thailand, 1o Bangkok.

" Weighted averaze of export prices (with &
three-month lead) in countries which are main
sources of supply of imports

¢ Figures refer to the terms of trade oxpressed
in rupiahs, which are slightly different {rem
those expressed in United States dollars because

of rice, In some countries, especially Indonesia and
Thailand, the large increase in the volume of impozts
was alse a factor, In the face of slable or rising
domestic preduction, the decline in expoits led in
almost all countiies to an accumulation of inventories.
(In Burma and Thailand this accumulation was the
result of government policy.} The only exception
was Malaya, where the decline in the volume of exports
resulted directly in a fall in production.

There was a sharp decline in export profits con-
sequent upon the collapse of the raw material boom

of the existence of multiple exchange rates and
of changes in these rates during this period. On
the basis of 1949/50 as 100, the terms of trade
in terms of United States dollars were 170 in
1950/451 and 125 in 1951/52,

4 September 1949 to June 1950 = 100

* Weighted uverage of prices of jute and raw
cotton.

f First half of 1950 = 100.

¥ Export price of rice.

¥ Wholesale prices of chemicals, fuels, metals
and metal products, and textiles in Banghkok,
weighted by the respective shares of these prod-
ucks in 1949 imporis,

! Weighted avernge of export prices of rice,
rubber and tin.

during 1951/52. Because of a decline in expoils,
several governments during the fist hall of 1952
reversed their policies of siphoning off expoit profis.
Export duties were substantially ieduced in several
countries, notably duties on collon, jute and weel in
Pakistan, and on rubber, copra and coconut oil and
tea in Indonesia. In cases where export duties were
levied on a sliding secale, as, for example, on rubber
in Ceylon and Malaya, the burden was automatically
Towered when prices fell. Moreover, price support
schemes for cotton and jute adopled in Pakistan in
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March 1952 offered compensaiion to exporters for
the disparity hetween the support price and the world
markel price of these two commedities. In Indonesia,
the exchange rate for exports was lowered in ealy
1952, and proved eflective in incressing exports.
Nevertheless, exporl profils after laxes declined in
most countries during 1951/52. The decline in expornt
profits, however, did not result in a substantial reduc-
tion in the demand for mass consumption goods, just
as during the previous boom the increase in export
profits had played a minor part in shaping domestic
demand. Of all the countries, only Malaya experienced
a decline in effective demand. This was the result of
an increase in unemployment and a fall in the wages
of plantation workets, consequent upon a large decline
in production.

In other countries, inflationary pressures subsided in
1951/52, chiefly because of the further improvement
in the supply of consumer goods, Food prodaction in
1951752 was, in general, significantly higher than in
1950/51, except in Malaya and Pakistan. In these two
countries, as well as in Ceylon, which is normally
dependent on imports of staple foods, there were
large increases in food imports. In the food exporting
countries, Burma and Thailand, rice exporls were
curtailed by the Government, in spite of increases in
production, in order to build up domestic stocks.
Moreover, supplies of imported manufactured con-
sumer goods were plentiful, sinee large stocks of
impotls had accumulated in the previous year. and the

Table 41.

import restrictions impesed by many countries during
the first half of 1952 had net yet taken effect. Cost of
living indices remained practically stable in almost
all the countries. In the food deficit countries, food
subsidies were retained or even increased, because of
the continuing increase in import prices of rice.

Indonesia was'the only country in which inflationary
pressures increased in 1951/52, On the demand side,
there were increases in the budget deficit. owing to
governmenl capital expenditures, and in incomes de-
rived from exporls. At the same time food remained
in short supply. There was a further increase of 36
per cent in the price of food in Djakarta, in spite of
higher domestic production of rice. Speculative hoard-
ing of rice by farmers contributed to this rise in prices.
Domestic prices in general were also affected by the
considerable inciease in import prices, resulting, in
large pait, from the ieduction in the exchange rate
for imports.

Innia

The dominant factor in the economic situation in
India in 1951 and 1952 was the short{all in {ood grain
production. Production of food grains fell drastically
in 1950/51~by more than 4 million tons or about 9
per cent—and was stightly below this level in 1951/52
{see table 41). Output of other foed products rose,
but the major increases in farm output were in the
non-feod sector. Total agricultural production in both

India: Selected Indicators of Economic Activity, 1950 10 1952

Period Index or value
AcnmicorTunal provucTion {1949/50== 100}

Crap sear: Foud  proiast
1950/51 91
1951 /52 i

Ixnustmar rrontcrion (1950==100)

Vear or half-yeur: Taotal Cattan clinh Jute munujoctures
1951 Full vear 112 116 105
1952 First half 120 122 119

Foreios srape” {mmrroxs or 1950 nupers)
Vuantum of Quantum of Reaf Terms of e

Year or hallaear: cvparts Fmparts bulaniee {2456 = I
1950 Fuli year 5,569 5,483 A86 100
1951 Full vear 5.580 6.852 1,272 118
1052 First hall 2721 3,829 —1.108 92

Sowrce: Ministry of Agrienhisre. Dircetorate
ol Economics and Statistics, Agriculigral Sitnation
in Indin; Government of India, Monthly Adbstraci
of Statistics (New Delhi). Index of food grain
production computed by United Nations Depart-
ment of Econemic AfMairs from oficial national
slatistics

* Rice, wheat, jowar, bajra, ragi, matze, barley.

" Exports and export unit values adjustel to
include cxport dutics. Quamium of exports and
imports obtained by deflnting carreat values by
appropriate unit value indices. Exports and im-
ports incluzde both seaborne and landborne tade.
Unit value indices are based on air and sealiorse
trade only, which represents over 83 per cent
ol total trade
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years was somewhat below the level of 1949/50.%
However, industrial production 1ose in 1951 by about
12 per cent as compared with 1950, reflecting recovery
in cotton and jute textiles and continued expansion in
the output of cement, sleel and a number of other
commodities. Industrial production continued to rise
at about the same rate in the first half of 1952, Never-
theless, in this period, gross rational product did not
show a large increase over 1950 because of the fall
in farm output.

Changes in the components of the gross national
product in 1951 and the fust half of 1952, which are
discussed in greater detail below, may be summarized
as follows. Investmenl in invenlories appears to have
tisen considerably and government expendilure on
goods and services only moderately, whereas fixed
investment and consumption declined somewhat and
the real balance of expotts and imports fell sharply.
The decline in consumption and also, to a significant
extent, the decline in the real balance of exports and
imports, were a consequence of the poar crop of fooed
grains. The shortfall in domestic production of grain
necessitated a steep 1ise in imperts while it directly
reduced the real income of subsistence farmers and
agticultural workers and, through the medium of
higher piices, tended to restrain consumption of the
urban population,

Whereas there had been a positive movement in the
real halance of merchandise trade in 1950, the trend
was stiongly reveised in 1951 and eatly 1952, Exports
of cotton textiles declined abruptly during 1951 hut
recovered somewhat in the first half of 1952, reflecting
gxporl 1eslrictions imposed early in 1951 and not
significantly eased until more than a year later. In
addition to the restrictions aflecting cotton textiles,
there was a decline in foreizn demand for jule textiles
late in 1951, which continued into 1952, On the other
hand, imporls rose sharply both in 1951 and in the
first hall of 1952, largely on account of considerably
increased food impoits® As a consequence of these
divergent movements in exports and impoits, the
imporl swplus in 1951 rose slightly above the high
level of 1949 and rose still higher in the flist half
of 1952, The terms of tiade showed a decided improve-
ment in 1951 and distinct deterioration thereafter,
largely as a result of a rapid iise and a subsequent
slump in the export prices of raw materials

In 1951 investment in inventories was much highei
than in 1950; the accumulation of slocks was mainly
speculative in character. Initially it reflected the hoard-

@ Output of fbres rose only moderately in 1930751 but
increased sharply in 1951/52

®Imports of food grains in 1951 were more than twice
those of 1950, and in the first half of 1952 were at a higher
annual rate than in 1951

ing of grain and such raw materials as jule and cotton,
and later an increase in stocks of cotton cloth. Towards
the end of 1951 an element of inveluntary accumulation
entered into the situation, in part the 1esult of rising
production and restrictions on the export of coiton
textiles withont a sufficient expansion of domestic
demand, and in part the resull of a decline in foreign
demand for some other commodities, notably jute
manufactures. In March 1952 there was a general
slump in commodity markets as a resull of the tend.
ency to dump stocks. Inventory accurmulation in 1952
therefore assumed a largely inveluntary character.
The Government subsequently acted to reduce or elimi-
nate export duties on a number of commodilies and Lo
relax export controls considerably in an effoit to
clear stocks, In the first hall of 1952 there was also
a considerable increase in government-held stocks of
grain.

While changes in investment in 1951 and 1952 con-
tinued to be accounted for in laige pait by shilts in
invesiment in invenlories, investment in plant and
equipment [feil slightly, conlinuing a tiend appaient
in 1950. Nevertheless, activity in domestic capital
goods industries continued to rise, the impact of
1educed demand falling on impoits.

The declining trend of consumption in 1951 and
the first half of 1952 was largely a result of the shol-
fall in the production of food grains, Duing this
period, {ood rations were 1educed, at least for a time,
and theie was a deterioration in quality. Prices in
the {ree maiket and black matket incieased, and
rationed prices were raised several times as a result
of higher piices of impotts. Subsidies on imported
food grains were virtually eliminated emly in 1952,
Probably as a result of the withdrawal of subsidies,
a number of the provinces decontiolled food grain
prices in mid-1952, and in some provinces rationing
was eliminated. Meanwhile, two poor harvests in
succession directly reduced the real incomes of sub-
sistence farmets and caused unemployment ameng
agricaltural labourers. As a 1esult of these devclop-
ments, which reduced demand, appaient eonsumption
of food grains®® declined by neatly 6 per cent in
1951 (see tahle 42). It appeais to have continued at
this low level in 1952, even though supply was bal-
stered by high imporls. As a result there was an
increase in government-held inventories.

While total consumption fell as a 1esult of the
drop in food consumption, the consumption of textiles
increased in the period considered. This increase,
which took place in spite of the decline in real income
of subsistence farmers and a loss in mass purchasing
power in urban arcas as a result of mounting food

3 Not gecounting for changes in private stocks,
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Table 42, India: Apparent Consumpltion of Food
Grains, 1949 1o 1951

{Thousands of metric tons)

e dwm g 1950 1951
Opening stocks" 1.044 1,581 746
Production" 43,314 45,520 41,723
Net imports® . 3.706 2,104 4,596

Available supply 48,064 49,205 47,065
Closing stocks 1.581 746 1,333

Apparent con-

sumpltion” 46,483 48,459 45,732

Source: Ministry of Agriculture, Directornte of Economics
amd  Statistics, Bufletin on  Food Statistics (New Dethi),
Junuary 1952,

* Government stocks only; domestic procurement plus net
imporls.

"Including all grains. Production in the crop year 1949/50
is assumed to be available for consumption in the calendar
year 1930, ete,

¢ All grains and wheat equivalent of wheat flour,
* Including changes in private stocks.

prices, was due to the improvement in domestic sup-
ply.** An acule scarcity of cotton lextiles prevailed in
the domestic market in 1950 but was relieved following
the imposition of drastic restrictions on expoils ol
course and medium-count cotton cloth early in 1951

Reference should be made to the 1ole of export
profits during this perjod. In 1951 when export prices
ol various commodities, particulatly of jute textiles,
were rising, profits increased eonsiderably. Towards
the end ol 1951 and in 1952, when prices were falling,
export profits declined The changes in net profits
were less (although they were still considerable) . since
in the first instance the Government siphoned off a
part of profits by raising export duties and in the
second instance to some extent maintained net profits
by reducing these duties, Since profits accrued mainly
to large-scale exporiers and traders, the flucluations in
net profits remaining after laxation apparently had
Litle effect on demand for mass consumption goods.

Some reference should alse be made 1o the role of
fiscal policy. The reduction in subsidies on food
grains, with its adverse eflect on consumplion, was
continuous duiing the peried and sharply accelerated
in the first half of 1952, Although expoit duties were
reduced in 1952, after having been iaised in 1951,
this change in laxation, as indicated above, simply
narrowed fluctuations in export profits and did not
tend to sustain consumption. Thus fiscal policy was
deflationary in its impact on consumption throughout
the period and especially so in the first half of 1952,

™ Higher incomes from the sale of domestically produced
food grains in the free market acerued mainly 10 landlords
ard traders, and therefore would not gererate much additional
demasd for mass consumption poods.

Jaran

From 1950 to 1951 the index of industrial produc-
tion rose 3G per cent and was thus reslored roughly
to the level of 1937 (table 43)}. This expansion in the
industrial output of Japan was largely the oulcome
of improved productivity rather than increased em-
ployment. The rate of increase slackened in the
course of 1951, largely as a consequence of a decided

Table 43. Japan: Selected Indicators of Eco-
nomic Aectivily, 1951 and 1952

tem Period

Inpices (1950=100) s 1952

Total agricultural production® 99
Crops® 97 C
Rice 94 108
Total industrial production 136 145
Mining : 113 118
Manufacturing 138 147
Total construction® 89 93
Residential . 84 92
Non-residential 95 95
Prices and wages:
Export prices 143 117
Import prices . 127 114
Terms of trade 113 103
Urban consumer prices:
Total 116 122
Food 115 120
Monthly earnings:”
Money 126 149
Real 108 122
Gross NATIONAL pRObUCI" 1950 195l

(nt 1950 prices, as percentage of total
1950 gross national product®)

Gross national preduct 100.0 1072
Private consumption 668 724
Private invesiment 111 167

Fixed capital® 74 9.3

Changes in inventories 3.7 74
Government expenditure” 205 185
Balance of exports and imports of

goods and services 1.6 0.4

Source: Economic Counsel Board, Japanese Economic Sta-
fisties {Tokyoy; Bank of Japan, Economic Statistics of
Japan  (Tokyo}; Economic Stabilization Bourd, National In-
come  Statistics, 1951 and  Economic Survey of Japan,
1951-52 (Tokye).

*Including serieulture and livestock products,

"Including rice, other cereals, peas and  beans, [ruits,
vegetables and industrial erops.

“TFloor area of Duildings started.

! Barnings in mining, manufacturing, trade and finance.

* Excluding inventery appreciation.

* Components have been deflated by their respective price
indices.

¢ Inchuding residential construction.

¥Including government investment.
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reduction in the rate of inventory accumulation. In
1952 Japanese industrial production was only about
7 per cent above the level of 195].

In 1951 output in construction and agriculture was
lower than in the preceding year, while in 1952 there
was some improvement. Ceonstruction declined in
1951 but showed some 1ecovery in 1952, Agriculiural
output was somewhat lower in 1951 than in 1950,
reflecting a decline in staple food ciops not fully
offset by a rise in industrial crops. In 1952 agricultural
output as a whole was significantly highei, mainly as
a 1esult of increased rice production. The rise in
industrial production in 1951 was so large as to
1aise the national product significantly above the level
of 1950 despite some declines in other seclors of the
economy. In 1952 the national product showed a
further increase, which was, however, smaller than
in the preceding year.

The inciease in gross national product in 1951 was
accounted for on the demand side by a rise in invest-
ment in both fixed capital and invenlories and in
consumption. While the rise in consumption continued
in 1952, the drastic decline in investment in inventories
caused a slackening in the rate of increase in the
national product. Changes in the compenents of gross
national product during the period are discussed in
more detail below.

Private investment rose in 1951 and receded in
1952, Fixed investment rose in 1951 and was main-
tained at this higher level in 1952, However, the major
influence determining the trend was the shaip rise in
the rate of inventory accumulation in 1951, and the
sharp fall in 1952. Heavy accumulation, facilitated
by easy credit, occurred in 1951, partly in line with
rising foreign and domestic demand but partly specula-
tive in motivation. In 1952 the disappearance of
speculative influences, a slowing down in the rate of
increase in demand, and credit restrictions imposed
eatly in the year, combined to bring about a decided
reduction in the 1ate of investment in inventories,

The laige increase in imports, associated with a rise
in domestic stocks of raw materials, transformed the
roal balance of trade from a small surplus in 1950 to
a small deficit in 1951, in spite of heavy receipts from
special procurement and other invisible items, In 1952,
when exports declined more than imports, there was
a further increase in the deficit.

Government expenditure fell in 1951 as a result of
curtailment in public investment and the decline in
“war termination costs”. The trend was reversed in
1952 because of an increase in public investment and
in national security expenditure.

Real consumption rose significantly in 1951 and
again in 1952, the main factor being the increase in
the national product and the consequent increase in
incomes. At the same time, other conflicting influences

were affecting consumption—changes in the terms of
tzade, in taxation and in the distribution of income.
In 1951 the terms of trade improved, but the [avour-
able influence of this factor was largely offset by a
shift in the distzibution of income towards profits.™
This shift, which was accentuated by fiscal policy,
was the outcome of high export profits and the tend.
ency to charge higher mark-ups over costs of produc.
tion in the domestic market. In 1952 there was a
deterioration in the terms of trade and a rise in
taxation but, at the same time, a shift in the distribu-
tion of income in favour of labour. Profits in the
export trades receded sharply and profit margins in the
home market narrowed as entrepreneurs in some indus-
tries, notably textiles, attempted to reduce heavy
inventories.

The rise in consumer prices in 1951 reflected the
removal of subsidies and the ising trend of import
prices during most of the year. The rate of increase
slackened perceptibly in 1952 when some prices,
notably of textiles, receded as a result of the weakening
of foreign and domestic demand. Real earnings of
workers employed in large firms 1ose throughout the

period and in 1952 were more than 20 per cent above
1950. '

Crina: Tarwan®

Inflationary pressures in China: Taiwan tended to
subside in 1952, The inflationary trend present in the
period 1950 to 1952 was closely associated with the
large budget deficit zesulting from high military
expenditures, which amounted to about 80 per cent
of total government expendituze during this period.
In 1950, the deficit was the largest for any of the
three years under review, but the Government was
able to finance the major part by large-scale liquida-
tion of gold stocks and by using, in addition, the
proceeds from the sale of imports provided by the
United States Economic Cooperation Administration.
The sale of gold had the effect of discouraging the
hoarding of goods arising from the reinvestment of
liquid funds created by the budget deficit. However,
having suspended the sale of gold in December 1950,
the Government had to finance the deficit in 1951 and
1952 chiefly by issuing notes and by borrowing from
the banks.%® In this situation, hoarding of commodi-

3 The share of corporate profits, before taxes, in net national
income rose from 6 per cent in 1950 te 12 per cent in 1951
The relative share of profits after taxes rose even more
because of reductions in corporate tax rates in 1950,

% Kee chapter 2, footnote 10

® A new Dbilateral agreement with the United States in
July 1951 provided that proceeds from the sale of Mutual
Security Ageney (formerly Economic Cooperation Adminjs-
tration) imperts would he deposited in a special account, the
funds to be released to finance specific investment prejects
instead of being used to fnance government expenditure
To the extent thot the release of the funds indeced any
additiona! investment, the deflationary influence of such
imports would thus be reduced
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ties reappeared. Inventory accumulation, supported
by bank credit, was further stimulated by speculative
influences originating in the raw material boom in
world markets. The appreciable subsiding of inflation
early in 1952 was due in part to improvement in the
supply situation resulting from a large increase in
imports of essential commodities. Moreover, accumula-
tion of inventories was lower in the first half of
1952 than in 1951, as a result both of the reversal of
the raw materia! boom and of the restrietion of bank
credit. The incrense in retail prices, which in 1951

Table 44. China:

averaged 57 per cent above the 1950 level, slackened
noticeably in 1952, levelling off during the second
half of the year {see table 44).

Total production in 1951 showed little change
from 1950, since sharp expansion in industrial output
was accompanied by a marked decline in agricultural
production as a result of a drastic reduction in the
sugar crop. Total production increased significantly in
1952, as a result of continued expansion in industrial
production and recovery in the output of sugar,

Taiwan: Selected Indicators of Economie Activity, 1951 and 1952

frem

fmidex or value

AGRICULTURAL PRODUCTION {1950=100)

1951 1952

Rice . 104 110
Sugar® 57 85

IxnusTRIAL rropucTiON {(1950=100)

1951 1952

Llectricily 124 133
Coal 117 163
Cement . 117 134
Chemical {ertilizers 180 242
Sale 157 178
Cotton yarn 211 397
Cotten eloth . 143 213
Paper and pulp 162 151

Prices (1950=100)
1951 1951

First Second Full Firss Secand Full

kalf half year half half year

Retail prices (Taipeh) 144 169 157 185 180 183

Foreles TRADE (MILLIONS OF NEW TAIWAN DOLLARS)

1956

Full

year

Exports 599
Imports . 974
BSA imports 181
Balance —375

1941
I053b

Firsr Second Full First

hat} Tt} year half
671 412 1,084 905
742 045 1,688 1.323
198 302 a00 349°
—71 533 604 418

Source: Ministry of Economic Affairs, Econo-
mic Reference Data, Aarch 1953 (Taipeh)
Provineial Government of Taiwan, Statistical
Abstract of Taiwan and Taiwan Monthly of Com-
modity—Price Statistics (Taipeh); Baank of
China, Menthly Economic Review (Taipchy;

Inspeclorate-General of Customs, Frade of China
(Taipch); China Economist {Taipeh); China
Handbook, 1952-53 (Taipeh).

* Crop vear ending 30 April of the vear stated.

¥ Data for the second hall are not available.

¢ Estimated.
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from agricultural production received prime considera-
tion in most countries of the Middle East, especially in
Egypt, Iran and Lebanon. In general, the gountries of
the region have attempled to increase the yield from
direct taxes and to avoid inereased consumplion levies,
which had constituted the mainstay of government rev-
enue. Such reorganization was also considered desirable
in the interest of social equity in the distribution of the
tax burden, a matter which acquired a higher degree of
urgency afler the experiences of the war-time inflation.
ary period. A number of countries of the Middle Last,
one after another, replaced their existing income taxes,
mostly {ees on occupations, by a system of progressive
taxation, some on a schedular and some on a global
basis, with inclusion of minimum exemptions and
dependency allowances. In Isvael, the inflationary trend
had somewhal impaired the equity features of the in-
come tax. For this reason a start has been made towards
a complete revision of the tax structure, which also in-
volves strengthening indirect taxation. In conjunction
with the recent currency devaluation, a number of
coroliary measures hiave been introduced.

However, despite the legislative measures taken in
these counlries, the tax revenues have not come up to
expeciation and, except in Israel and Turkey, direct
taxes have not yielded more than a small {raction of tax
revenues. Increasing consideration is being given to
reform of tax administration and collection, which has
been poitly hampered by the scarcily ol trained tax
officials,

Another weakness which has impeded the smooth
funclioning of fiscal systems has been their lack of
flexibility in the [ace of price fuctuations. Most tax
levies have been in the form of fixed sums of money,
and ad valorem taxes have been very limited. In times
of rising prices, government revenues have remained at
the same level, while higher expenditure was necessary,
and when prices were declining the tax burden in-
creased. As a corollary to the rise in prices of imported
and demestic consumer goods. the level of per gquantum
tari{ls and consumption taxes has declined in real terms,
Consequently, fixed duties had to be increased at short
intervals, rendering revenue administration and budg-
etary planning extremely complicated.

During the post-war period, the flexibility of the tax
structure has been increased by expansion of coverage
and by steepening rates in income and corporation taxes
and in death duties. In some countries a shift has been
made to ad valorem 'axes in excises, turnover taxes and
tarifl duties. In new land tax laws introduced in Igypt,
tran and Lebanon, special consideration has been given
to fluctuations in the prices of agricultural products.
The cadastral revision of the land lax is to be made
more {requently and, in addition, special revision is
allowed by the tax department on its own discretion ox

upon the request of taxpayers, when values fluctuate
beyond a limited range. Lack of proper machinery and
of methods for valuation still remains & harndicap in the
collection of ad valorem taxes.

TF1SCAL POLICY AFFECTING DEVELOPMENT

Ameng the fiscal measures token by governments to
influence the course of economic activities, the oldest
and most important is the tarifl protection given to
domestic industries, protection which has in many cases
been strengthened in recent years. On the other hand,
importation of capital goods such as machinery, and of
{ertilizer and seed, was made wholly or partially tax
exempt, particularly in Egypt, Istnel and Turkey. Si-
multaneously, exports were encouraged by a series of
foreign exchange and tax incentives. Post-war quota
systems and foreign exchange regulations in effect in
many countries, especially Iran, Israel and Syria, were
aimed inter alia at subsidizing exports and essential im-
ports and penalizing non-essential imporls. In Israel,
legislative measures have been introdueed in recent
years to allow tax reductions in a variety of forms to
{oreign and domestic investors. In Iran the reorganiza-
tion of the tariff system in 1950 led to complete vholi-
tion of ail export duties, exemption from import duties
for agricultural machinery and essential drups, tarill
reductions on various imported capital goods and in-
creases in import duties on competitive foreign prod-
nets. These measures were combined with administra-
tive steps to improve the classification of geods, to
unify overlapping duties collected by the customs ad-
ministration on diflerent accounts and to revise the val-
uation system for the increased number of ad valorem
duties.®

Most of the Middle East countries have lowered
the prices of certain essential items through subsidies.
Governments, {or example, have established a system
for the compulsory delivery of a part of the wheat crop
at a fixed purchase price. This part in turn has been
sold, usually at a loss, to mills, bakers and retailers,
exclusively lor making and distributing bread to con-
sumers. Such a policy has reduced average prices for
essential food items. However, it has been contended
that the policy has greatly benefited city dwellers,
while certain classes of {armers, particularly share-
croppers, have sustained losses as a result of the price
dilferential between the government monopoly purchase
price and the going market price for that part of the
food cutput which was delivered to the government.
Since most of the government outlay of funds for
financing the price scheme has been covered by re-
gressive taxation, it is diflicult to gauge the ultimate
impact and the redistributive eflect of the policy.

* Restrictive measures 1o reduce imports taken in Tran at the
end of 1951 did not alter the structure of the tarifl system; such
measures are briefly described in chapter 6 on foreign trade.
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NET BUDGETARY POSITION

Egypt, which had budgetary surpluses during the
war and immediate post-war period, has encountered
difficulties in balancing its budget in recent years owing
to an over-all increase in expenditure. Apart {rom
transfer from reserve funds, the budget resulted in a
deficit of about £E 15 million in 1948/49 (table 42).
Deficits in 1949/50 were reduced to about £E 5 million
and were about the same in 1950/51. Outlays for public
works allocated to the different ministries were kept
below the level of the original appropriations and, as a
result of this policy, budget deficits were reduced sub-
stantially. However, the proportion of expenditure for
new works in the budgets of 1949/50 and 1950/51
was close to 20 per cent and 17 per cent, respectively,
of total expenditure, compared with 15 per cent in
1948/49. The budget estimates for 1951/52 showed a
deficit of £E 16,25 million, but the preliminary hudget
estimates for 1952/53 indicated that the budget was
expected to balance.

During the Second World War, the Government of
Iran experienced deficits which in some years were sub-
stantizl, but in the immediate post-war years deficits
were lower. As a resull of nalionalization in Maich
1951, oil royalties were completely cut off. Considera-
tion has since been given to increasing receipts by rais-
ing rates on progressive taxes and by inlioducing new
levies on capital and land. At the same time, expendi-
ture has been reduced through economies in various
ministries and through scaling down development ap-
propriations. Recent deficits have been covered in part
by utilizing a fractien of the currency cover and by
the issuance of honds. The Government enforced fur-
ther economy measures and increases in taxes in the
1952/53 fiscal year. One factor which added to the
financial burden of the Government was the financing
of that part ol the outlays incurred in connexion with
the nationalized oil industiy which could not he met
by the sale of oil in the domestic market. Statements
of closed accounls are not available: aclual revenues
usually fluctuate widely from the original estimates,
while actual expenditure is kept very close to the orig-
inal appropriation,

Continued budgetary surpluses in Iraq dwing the
war years were replaced by deficits in the immediate
post-war period. However, these deficits were to some
extent compensated by advances received {rom the oil
companies. In recent years increased revenues {rom oil
have offset low tax yield and have enabled the Gov-
ernment to meet the financial requirements of it ex-
tensive development projects. The prospect of further
increase has influenced the cuirent government policy
in reducing the taxes called “istihlak™ on land, land
produce and animals,

Since the establishment of the State of Israel, its
Government has been confronted with continuing def-
icits, which have been met by financial assistance from
abroad and by floatation of honds. Excluding such bor-
rowing, heavy deficits occurred in the actual accounts
for 1949/50 and 1950/51. The estimates for 1951/52
and 1952/53 also registered large deficits.

Until the end of 1948/49, the last year for which
actual closed accounts were available, Jordan’s budget,
including expenditures of the Arab Legion, showed
sizable deficits, but expenditure for the upkeep of the
Areb Legion was fully compensated by grants-in-aid
received from the United Kingdom. Complete data on
United Kingdom grants for recent years are not avail-
able, and it therelore cannot be determined to what
extent the budgetary deficits which eccurred have heen
met from this source.

Not taking into consideration any transfers from re-
serve funds, the Lebanese budgets in 1950 and later
years have resulted in small deficits. The budget esti-
mates for 1951 and 1952, according to traditional budg-
etary procedure, show a balance between receipts and
expenditures.

In the case of Syria, budgetary data available since
1940 consist of estimates only; no actual accounts have
been published. These budget estimates, according to
normal praclice, are shown as balanced. However,
available incomplete information leads to the conclu-
sion that deficits occurred in the post-war years, espe-
cially in 1949, In that year additional appropriations
were made for delence, te be met by special taxes intro-
duced or: imperts and on some consumer goods, How-
ever, these special taxes were abolished before they
yielded any sizable revenue. The deficits which oe-
curred were covered by borrowing fiom the Banque
de Syrie et du Liban. There are indications that in sub-
sequent years the Syrian Government encountered diffi-
culties in meeting rising expenditures, particularly for
defence and development. Data are not available to
determine the budgetary deficits for these years.

In Turkey budget deficits continued throughout the
war and, 1o a lesser extent, into the post-war years. The
budget estimates for 1951/52 and 1952/53 showed
sizable deficits which would largely be covered, as
before, by berrowing [rom the Central Bank and other
banking institutions and by financial assistance from
abroad. The general budget of Turkey does not reflect
all government financial transactions; there are a num-
ber of separate subsidiary budgets for government en-
terprises operating in the fields of mining, industry and
commerce. There has not heen a consolidated account
of aggregate financial transactions, and the net result
cannot be assessed on the basis of available data.
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increased imports of items required for expanding
defence production, and, in some cases, of grain, owing
to relatively poor 1951 harvests.

On the other hand, the approach to external balance
in the case of many deficit countries was greatly
facilitated by a recovery in their terms of trade with
primary producing countiies as a result of declines in
raw material prices, by the cessation of speculative
outflows of private capital which had occurred in the
latter part of 1951 and early in 1952, and by the fact

that the considerable accumulation of inventories in

1951 made retrenchment easier in 1952, The deficit
couniries were also able to offset, in part, declines in
their exports of consumer goods—the items chiefly
affected by inventory liquidation and impost restric-
tions abroad—Dby increasing expotts of capital goods,
the demand for which remained 1elatively strong in
1952. Theie were, however, indications in the latter
part of 1952 of a moderate inciease in the demand for
consumer goods, combined with a lessening of the
abnormal piessuze upon supplies of primary metals
and engineering products which had prevailed in 1951.

The Levelling Off in Trade in 1952

The quantum of imports and the quantum of exports
of western Europe both fell by some 4 to 5 per cent
from the f1st nine months of 1951 o the correspond-
ing period of 1952, In the United Stales the quantum
of imports in 1952 as a whole 10se some 5 per cent
in relation to 1951, while the quantum of exports
(excluding military shipments) fell approximately 5
per cent

The course of trade in these countries in 1952 may
be viewed as part of a broad pattern of development
since the beginning of 1950, deriving essentially from
& rise in the rate of inventory accumulation in 1950,
followed by a decline in that rate or by actual inven-
tory liquidation in 1951 and 1952. The basic factor
underlying the development of the inventory cycle
from mid-1950° to mid-1952 was the changing charac-
ter of expectations by governments, private business
and consumers regarding the economic outlook during
the rearmament period. The initial phase of inventory
aceumulation reflected expectations of rising output
and income, and of serious scarcities of goods through-
out the world, while the subsequent slowing down of
inventory accumulation was the consequence of the
over-huying of the earlier period and of the fact that
the rearmament programmes were stretched out over a
longer period than originally contemplated, The sig-
nificance of these developments for international trade
was accentuated by the fact that inventories normally
have a high content of imported goods.

CHANGES IN IMPORT VOLUME

The inventory cycle was not phased simultaneously
in all countries, Countries may broadly be divided
into two groups accoiding to the timing of the 1ise
and fall in their 1ate of inventory accumulation, and

*In some countries, netably the United States, the rise in
imports for stocks began prior to the outbreak of hostilities
in Korea

hence of their imports. Among those countries in
which imports for stocks—including governmental
stockpiling—zose sharply as early as the first or
second half of 1950 were Belgium-Luxembourg, Den-
mark, western Germany, the Netherlands, Sweden,
Switzerland and the United States. On the other hand,
in France, ltaly, Japan, Notway and the United King-
dom, imports actually declined from the fizst to the
second half of 1950. In the latter group of countries,
therefore, imports did net begin to reflect inventory
accumulation until 1951, by which time import prices
had risen very considerably owing to the pressure of
demand alieady exercised by the first group.

In most of the industrialized countries in the fust
group, imporis reached a peak early in 1951 and
then began to decline, indicating a saturation of
stocks and an easing of expectations regarding future
scarcities, as well as, in the United States, a reduction
in the rate of strategic stockpiling, and, in western
Germany, the imposition of import restrictions for
balance of payments reasons. Countries in the second
group, on the other hand, did not reach the peak
of their imports until later.

Changes in the quantum of imports in 1952, as
indicated in table 45, in some countries 1eflected
increases in ecomomic activity o1 a liberalization of
administrative restrictions on imposts, and in others
a levelling off or decline in national production or
a tightening of import restrictions. Among the most
notable instances of further expansion in the quantum
of imports in 1952 were Austia, France, weslern
Germany, Ttaly and the United States* where indus-
trial production o1 gioss national product increased.
The imports of western Germany and Italy alse re-

* Altheugh table 45 shows an unchanged quantum of im-
ports by the United States from the first three quarters of
1951 10 the corresponding period of 1952, a comparison of
the years 1951 and 1952 as a whele indieates a rise in import
guantum of 5 per cent
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Chapter 4, Western Europe, Japan and the United States

Table 45. Quantum of Exports and of Imports, and Terms of Trade, of Western Europe, Japan and

the United States. 1951 and 1952

(1950=100)
Imports Fxports Formes of trades
wesr ml‘mh;is Pl(?"f}”’ )'!.'I’H' l’ll‘)llr}lﬁ RNF":’IS ,‘Ertl’ n“)i'l“'i.‘ J'f(-NIJIlS
Austria" 112 108 117 169 110 160 94 50 107
Belgium-Luxembourg 109 . 94° 121 . 91° 110 . 108°
Denmark Q4. 95 87 113 111 106 B9 86 92
France 117 113 120 118 118 101 91 89 101
Germany, weslern 102 101 109 143 142 149 96 04 106
Ireland 104 104 85 94 89 121 93 89 84
Italy 114 . 108* 106 - g 95 . og*
Netherlands 102 107 88 116 114 125 947 96 48
Norway 116 113 105 117 112 98 Hild 108 109
Sweden 114 120 109 104 99 85 122 i19 120
Switzerland 118 119 104 120 117 112 9] g0 92
Turkey . 1iv 110 160 103 a8 104 106 162 101
United Kingdom 113 112 103 101 101 G5 88 87 G4
Torar, OEEC 112 1131 106 113 112 106 97 05 100
Japan 144 149 152 101 98 105 112 109 117
United States Y 101 101 128 125 128 92 91 96

Source: Statistical Office of the United Nations; and Orga-
nisation for European Economic Co-operation, General Sto-
tistics {Paris), November 1952 For description of indices,
see 19500 Supplement to Usited Nations, Monthly Dulletin of
Statistics and OEEC, Statistical Bulletins: Definitions and
Methaeds (Paris}.

ceived some impetus from the liberalization of (rade
with other western European countries undertaken at
the end of 1951 and in 1952. In France the high
Ievel of imports in the first quarter of 1952 probably
reflected some anticipation of the import restiiclions
imposed in Febiuary and Maich to support the bal-
ance of payments. The very laige increase in Turkish
imports was due lo the effect on incomes of favourable
harvests, to a considerable expansion in the demand
for machinery and transport equipment associaled
with a rise in domestic invesiment, and to anticipa-
tion by importers of a tightening of import 1estrie-
tions owing to the delerioralion in the balance of
payments.®

In most other countries, the quantum of imports
fell belween the fizst nine months of 1951 and of
1952. This was the case equally in such countries
as Belgium-Luxembourg, Ireland, the Netherlands,
Norway, Sweden and Switzerland, where private im-
ports from OREC countries had been liberalized to
the extent of at least 75 per cent by Seplember 1952,
and the Uniled Kingdom, where import restrictions
imposed late in 1951 and eatly in 1952 had reduced

* Aceording to the Organisation for European Econemic Co-
eperation, Eurepe—the Fay Ahead (Paris), December 1952,
new contrels on imperts were introduced by Turkey in the
latter part of 1952

* Export unit value index divided by import unit value index.
" Imports exclude forcign aid.
" 1951 = 100.

* Based on new series {(first nine months of 19531 = 100).

the proportion of liberalized private trade from over
90 per cent lo less than 50 per cent. In most cases
industrial production and the gross national produet
failed 1o increase appreciably or actually declined,
and the rate of inventory accumulation fell.

Import prices generally reached a peak al mid-
1951 and subsequently declined, owing mainly to
the subsiding of the raw material beom. Since average
export prices did not begin to {all uniil early in
1952, most of the countiies lisled in fable 45 experi-
enced Improved lerms of trade between 1951 and
1952, By the third quarter of 1952, the terms of
trade of western Lurope as a whole had been restored
to the mid-1930 level, but the terms of trade of the
United Stales were still mather less favourable than
beioie the outhneak of hostilities in Korea.

COMMODITY COMPOSITION OF IMPORTS

Table 46 provides, for the countries for which data
are available, an indication of changes in the rela-
tionship between the quantum of 1aw material imports
and manufacturing production from 1948 to the first
nine months of 1952 )

In Belgium-Luxembourg, western Germany, the
Netherlands and the United Siates, the quantum of
raw malerial imports was much higher in 1950 in
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’ Table 43 (cont’d)
Tures Tares on land, Total
Counlry end year on income  land produce Cusloms Other laz 0il her
and wealth  and l?ncu!nck receipls lazes receipls repenue repenue
Syria:
1939.. ... .. .. 10 30 1 36 7 — 23
1947 E. 12 17 25 38 92 — 8
1948 E 12 15 22 43 92 — 8
1949 E 9 13 28 36 86 — 14
1950 E 11 14 20 38 83 - 17
1951 E 8 10 26 39 a3 — 17
1952 B 12 18 22 34 B6 s 14
Turkey:
1939, 25 9 18 30 82 . i8
1947. . 30 2 13 42 87 — 13
1648, 31 2 9 46 88 — 12
1950%. 31 2 9 50 92 — 8
1951 ... 30 32 8 49 89 — 11
1952 1. 24 2 10 55 91 — 9
1953 E. . 22 2 1l 58 93 — 7
Source; Government budgets and official statistical Jordan. Financial year ending 31 March. Customs

yearbooks. Figures represent clesed accounis unless
otherwise noted, ns foliows: E, estimates; DI, draft
estimates,

2 Figures for ten months.

® Figures for fourteen months

Country notes:

Egypt. Financial year ending in April in 1939 and
1047, February in 1948 to 1951 and June in 1952 and
1953, Taxes on income and wealth: schedular income
tax, taxes on general income, excess profits, succession,
properiy transfers, ete. Taxes on land, land produce
and Hvestock: mostly taxes on land Cusloms receipts:
duties on imports and exports, additional and special
customs rteceipts; in 195}, 1952 and 1953 shown
jointly with “other taxes”. Other taxes: exeises, gen-
cral consumption taxes, registration and stamp duties,
ete.; for 1951, 1952 and 1953, inclnding customs re-
eeipts. Total tax receipts: excluding transfers from
reserve fund. Other revenue: gross receipts of public
undertakings and administrative fees, ete.

Iran. Finenecial year ending 20 March. Taxes on
income and wealth: taxes on income, inheritances,
ete. Taxes on iand, land produce and livestock: taxes
on farm produce until 1944, land tax since 1946. Cus-
toms receipts: receipts from regular taziff duties on
imports and exports, other special und additional eus-
toms duties and fees. Other taxes: execise taxes and
receipts from tolueco monopoly, registration, stamp
duties, etc. Oil revenue: only the part of oil receipts
ineluded in the general budget. Other revenue: includ-
ing net results of public industries; gross accounts of
the railways; administretive receipts; gross reccipts
frem pubiic domain; investment income.

Irag. Financial year ending 30 April Taxes on in-
come und wealth: taxes on income, excess profits,
property, etc Taxes on land, land produce and Hve-
stock: taxes on land, agricultural products and live-
stock, Customs receipts: taxes on imports and exports,
transit duties, ete. Other taxes: excise laxes, gross
receipis of tobzceo monopely, stamp duties, ete, Total
tax receipts: excluding advances and credits, Oil reve
enue: only the port included in the general budget,
not including advances.

Israel. Tinencial year ending 31 March. Taxes on
income and weaith: income and inberiiance tuxes.
‘Faxes on land, land produce and livestock: including
tax on rural property, which vields only slizht rev-
enue. Other taxes: excises, stamp duties, licences and
land registry, etc. Total tex receipts: receipls of de.
velopment and ordinary budgets combined, excluding
Ioans. Other revenue: net results of public undertak-
ings and special and miscellaneous revenues.

receipts: customs snd excises. Other taxes: excise
taxes and licence fees, etc. Total receipts: not in-
cluding United Kingdom gronts, Other revenue: judi-
cial and administralive fees, gross receipts of public
undertakings and public domain, ete.

Lebanon. Finaseial year ending 31 December. Taxes
on income and wealth: taxes on income, buildings,
ete, The pre-wer classification for this heading is not
comparable with the postwar items Taxes on lend,
land produce and livestock: taxes on land and on
animals. Customs receipts: custom duties; until the
end of 1943 receipts from Lebanese-Syrian customs
union were transferred to the “Intéréts communs”
budget, administered by the Mandate autherities.
Beginning in 1944 and until early 1950, net customs
receipts were divided between the two countrics (56
per cent for Syria and 44 per cent for Lebanon}. These
receipts were first transferred to the reserve funds,
from whicl withdrawals were made. In March 1950
the customs union was dissolved. Other taxes: general
consumption taxes, tobacce monopoly and misceila-
neous taxes, registration fees, stamp duties, judicial
and notary fees. Total tex receipts: excluding trans-
fers from reserve funds. Other revenue: including
profits of state industrial enterprises, public domain.

Syrig. Financial year ending 31 December except in
fiscal 1951 {six months ending 30 June). TFaxes
on income and wealth: 1axes on industrial, commer-
cial end non-commercia} income, and on salaries and
wages, property transfer and registration tax, ete.
Taxes on land, land produce und liveslock: texes on
Iand, animals and agricultural produce Customs re.
ceipts: sce nete on customs receipts under “Lebanon™.
Other taxes: genersl consumption taxes, stamp duties
and taxes on properly transfers, ete, Other revenue:
including receipts from public domain and industriel
enterprises

Purkey Tinancial year ending 31 May in 1939,
3F December in 1947 and 1948, and in February in
1950 to 1953, Taxes on income and wealth: taxes on
income, on eo:porations, en artisans, succession duties
and various taxes on income for special purposes.
Taxes on land, land produece and livestock: taxes on
animals and, in 1939, wheat Customs receipts: export
and import duties and additional charges Other taxes:
taxes on general conswmplion, turnover, property
transfer, menupoly duties, stamp and registration
taxes, ete. Turnover taxes in Turkey yield substantial
revenue, thout one-tenth of the total revenue in pre-
war years, and approximately onefifth in post-war
years. Total tax receipts: in 1947, excluding £T 279.9
millien, preceeds {rom currency devaluation. Other
revenue: including revenue from public domain, gov.
ernment enterprises and miscellaneous receipts.
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While in Israel and Turkey customs receipts yield
only about 10 per cent of tota] revenues, in other coun-
tries of the Middle East income derived from this source
has usually yielded from one-fifih to one-third of the
total. In mest countries of the region, the tax load is
on mass consumer goods; it takes the form of consump-
tien dulies, excises, fiscal monopolies and, in Turkey,
turnover taxes. In almost all of them, non-tax receipts,
such as surpluses from public undertakings, sale or use
of government land and various administrative fees,
have yielded between 10 and 25 per cent of total rev-
enues. In Iran (until 1951) and in Iraq, between 10 per
cent and 20 per cent of the receipts recorded in the gen-
eral budget were derived from oil revenue, while in
other oil-producing countries oil revenue constituted
the bulk of government receipts.

Expenditures

In the post-war years, expenditure in connexion with
public debt service has not constituted a sizable part
of the total, except in Turkey, where it has remained
about 15 per cent of all expenditure (table 44). In

Egypt, Israel and Iran, such expenditure has ranged
from one to 3 per cent of the total in recent years, While
expenditure for education has not constituted more than
5 per cent of the total in Israel and Jordan, it has been
between 10 and 15 per cent in other countries, and its
relative importance has increased in recent years. Ex-
penditure for health services has accounted {or 3 to 5
per cent ol the total in most countries, and close 1o 10
per cent in the budget appropriations of Iraq for the
past two fiseal years. Other expenditures for social pur-
poses during the past two years consisted largely of
appropriations for social security in the case of Egypt,
while in Israel financial assistance was given to immi-
grants by the Government. Expenditure for defence in
the budget estimates of recent years accounted for ahout
20 per cent of the total in Egypt, Iran and Lebanon,
between 25 and 30 per cent in Iraq and Turkey and
over one-third in Syria. In Israel, defence expendi-
ture shown in the general budget constitutes about 20
per cent of the total; to this should be added extra
appropriations not recorded in the general budget, the
amount of which cannol be ascertained on the basis of
published data.

Table 44. Major Components of Government Expenditure in
Selected Countries, 1939 and 1947 to 1953

{As percentage of total expenditure)

Conntry and year Ptgig; “ Education Health Social Defence cg:f'l:;! rggfr:it‘!zf-
sereice welfare expenditre fure
Egypt:
1939 11 11 6 o 12 60 23
1047 5 11 6 2 8 68 11
1948e 4 13 6 1 9 67 14.
1949 3 10 5 2 21 59 15
1950 4 12 5 1 21 57 20
1951 . 3 11 4 1 22 59 i7
1952 I5 3 12 4 3 21 57 24
1953 E . . 3 13 4 2 18 60 16
Iran;
1939 E, — 6 3 e 20 44 21
1947 DE 2 8 3 — 26 54 7
1948 DE 1 7 3 — 19 58 12
1949 . 1 9 3 — 24 45 18
1950 DE . . 1 9 2 — 23 50 15
Iraq:
1939 . - 8 4 — 18 27 43
1947 7 4 e 21 56 12
1948 e 8 2 — 16 61 13
1949 E — 8 6 e 21 34 11
1950 £ — Ki 6 - 21 51 9
1951 E - 15 3 -— 29 47 —
1952 E e e 15 9 e 26 50 e
Israel:
1948 — 2 4 9 56 27 2
1950 2 2 4 9 27 16 40
1951 . 4 4 3 7 12 18 52
1952 £ 3 4 3 8 21 16 45
1953 [ 2 5 3 4 18 22 46
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resulting from their expanded sales of industrial 1aw
materials enabled them, in turn, to enlarge their
purchases of manufactures from the industiialized
countries both for current consumption and for stocks.
In contrast, the tendency of the exports of indus-
trialized countries to fall in 1952 was due to &
levelling off or conlraction in real income and a
decline in the rate of accumulation of inventories of
impotted goods, both in industrialized and in primary
producing countries, and 1o the halance of payments
difficulties experienced in a considerable number of
counlries in the franc and sterling areas and in South
America.

United Slates expotls declined more slowly in
1952 than those of western Europe (lable 47). Among
the {aclors tesponsible for this were that United
States exports of grain, of raw materials, notably
coal and raw cotton, and of steel mill products, weie
higher in the first half of 1952 than of 1951 in
response to enlarged foreign demand, while military
shipments continued to expand. In addition, manu-
factured consumer goods, which were the category
of goods most severely affected by the slackening in
demand, formed a larger share of the expotls of
weslern Kurope than of the United States.t®

Two factors of major importance determined how
far any particular country was able lo expand its
expoits in 1951 in 1esponse to the increase in inter-
national demand which followed the outbreak of
Korean hostilities, The first of these was the amount
of unutilized production capacity available for satis-
fying external demand. The second was the degree
to which the production of individual countries as
adapted to the requirements for capital goods gen-
erated by the growth in defence production abroad,
as well as by the increased demand of under-developed
countries resulting from the rise in their incomes.

As table 45 shows, western Germany, the United
States and Belgium-Luxembourg, in that order, showed
the largest increases in expert quantum from 1950
to 1951 These countries have it in commen that a
relatively high proportion of their exports consists
of products of heavy goods industries such as steel,
machinery and chemicals, Moreover, western Ger-
many and Belgium-Luxembourg, particularly, had sig-
nificant unemployment and excess capacity in 1950.
Part of the increase in United States exports, on
the other hand, simply reflected the relatively low
level to which exports had fallen in 1950 as a result

“In 1951 exports of textile manufactures, for cxample,
comprised 13 per cent of western Eurepean exports, and
little more than 4 per cent of United States exports, United
States exports of raw cotton, forming another 8 per cent
of the total, actually increased between the fiest half of 1051
and of 1952 owing to the fuct thet exports in 1951 kad heen
subject to restrictions as a result of the relutively poor crop
of 1950,

of import restrictions by other countries. In addition,
however, United States expoits of grain increased
considerably owing to higher 1eal income abroad
and poor crops in a number of key importing and
exporting counkies.

The United Kingdom, by contrast, increased its
exporls by only one per cent in 1951, There had been
relatively little unutilized capacity in that country
in 1950, so that incieased domestic demands for the
expansion of defence and related private investment
in 1951 competed for resources with exports in
precisely those categoiies of commodities which were
most in demand abroad. Additional difficulties resulted
from a shortfall in the supply of scrap iron from
weslern Germany, causing a decline in United King-
dom steel production in the sccond half of 1951,
and from the fact that the foreign demand for con-
sumer goods, which continued to form a relatively
laige propottion of United Kingdom expoits, began
to slacken after the first quarter of 1951. Although
the demand for wood and wood products was extreme-
ly heavy in 1951, the exports of Norway (excluding
ships)** and of Sweden likewise expanded much less
than those of other countries, owing to the fact that,
as in the United Kingdom, there was little surplus
capacity at the beginning of 1951,

The relatively small expansion in Italian exporls
in 1951 sequires explanation in view of the high
level of unemployment in that countty in 1950, As
in other countiies, in 1951 there was a marked rise
in Italian exports of such items as chemicals, ma-
chinery and transport equipment. These groups, how-
ever, comprised only 20 per cent of Italy’s exports
in 1951 About 36 per cent consisted of textile fibres,
yarns and fabries—a higher percentage than for any
other western European country-—and this group was
affected by the textile 1ecession which began after
the first quarter of 1951, Exports of foodstuffs, con-
stituting the remaining major component of Ttalian
exporls, declined owing to the imposition of export
restrictions by Italy on certain items, so as to limit
the 1ise in domestic food prices, and to import restrie-
tions imposed by western Germany early in 1951,

The declines which occurred in the exports of most
of the leading industrialized countries in 1952 were
the outcome of developments in 1951, In the first
place, part of the increase in the expoils of these
countries in 1951 had been associated with a high
rate of inventory accumulation in importing coun-
tries, and it was inevitable that, once inventories
reached saturation levels, demand would subside to
some extent. In particular, the recession in textile

. ® According to the Norwegian Department of Commerce,
Nasjonalbudsjettet 1952, page 18, the inercase in the quantum
of Norwegian exports, excluding ships, from 1950 to 1951
amounted to some 7 lo 8 per cent,
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Table 47.

Quanium of Exports by OEEC Countries, Japan and the United States,

1951 and 1952

Corresponding guarter af

Prsind 1950 = 100 prevfons year == Jo
coperies Ao voniries e G
19351
First quarter 104 99 116 12 140 123
Second quarter 115 114 154 127 125 133
Third quarter 111 86 126 1id 83 133
Fourth quarter 117 112 187 9% 92 126
1952,
First quarter 1i2 132 1306 103 113 118
Second quarter 104 104. 135 9l 91 101
Third quarter 101 100 113 86 117 90

Sonrce: Statistical Office of the United Nations and Organisation for European Econemic Co-operation,

General Statistics. Decomber 1952

markets which had abeady begun in 1951 continued
during the first hall of 1952, Although exporis of
capital goods increased slili further in 1952 over
the already high level reached in 1951, the rise was
generally insuflicient to offsel the sethacks experienced
in textile and other consumer goods markets,

The second most important reason for the fall in
exporls in 1952 arose from foreign exchange dilliculties
experienced by a number of countiies in the latier
part of 1951. As already noted, France and the
United Kingdom introduced restiietions on imports
at the end of 1951 or early in 1952, In addition,
several counlries in the oversea sterling area and
in Latin America were likewise compelled to restrict
imports in order to support their balances of pay-
ments. These restrictions aflected the imports of the
counlries concerned not only irom the rest of the
world but from one another as well, French exports,
for example, were aflected by the import restrictions
of the United Kingdom, while the Uniled Kingdom
itself suffered losses of export markets in the oversea
sterling area.

The only leading exporters of manuiactures record-
ing a significantly higher guantum of expoils in the
first nine months of 1952 than in the cotresponding
period of 1951 were western Germany and the Nethe:-
lands, which thus continued the process of yecovery of
their position in world markets which had been unde:
way for several years?® There were also substantial
increases in exporls of agricultural products by Ireland
and Turkey as a result of lavouwrable haivests.

In general, the experience of individual countries
in 1952 continued to depend, as in 1951, upon the
significance of conswmer goods o total exports and

2 For o more extended discussion of trends in Netherlands *
exports, see chapte: 1.

upon the exient to which supplies of products of heavy
industry could be made available for expoit alter
satisfying the needs ol defence production and related
private investment. In the United Kingdom, where the
severest pressure on the heavy industiies had developed
in 1951, higher imports of steel, together with meas-
ures of fiscal relienchment and administrative limita-
tions placed on non-defence investment,' made it
possible for exports of capital goods to be increased
in 1952, There was also a rise in coal exporls, owing
to an improvement in the stock position resulting from
a small increase in coal outpul and from the slack-
ening in industtial activity and the mild winter of
1951/52. These increases, however, were offset by
declines in expoils of consumer goods, especially of
textiles and passenger cars.

The largest declines in aggregate exporls occuired
in France, Italy, Norwny and Sweden. In the latter
iwo counlries, the [all in exports 1eflected reducad
demand {or wood produets in impoiling counlries and
restriclions applied by the United Kingdom on certain
items.™ In Italy, the magnitude of the {all in exporls
reflected the relatively large share of textiles in the
total-—a factor which, as noted above, had already
affected the development of exports in 1951-—and the
impacet of import restrietions by the franc and sterling
arcas, as well as by South American countries, which
together had accounted for nearly onc-half of Italy's
exporis in 1951. In France, parl of the fall in exports
resulted from a relatively poor grain harvest in 1951,

#In the United Kingdom, the Chapecllor of the Exchequer
announced on 29 Fanuery 1952 that the total supply of plant,
machinery and vehicles to 1the home murket for civilian use
would he reduced by some £150 million to £200 miilion, that
is, by abowl env-sixth from the level that obtained in 1930,
in order thal resources might be concentrated on incrocesing
experts and satslying the needs ol defence.

“In Norway there was also a substantial decline in exports
of ships.
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so that grain exports in 1952 were reduced. In addi-
tion, exports of finished consumer goods fell sharply,
as in other countries, while exports of investment
goods rose in the first half of 1952, declining markedly,
however, in the third quarter. Iixport restrictions im-
posed early in 1951, with a view to limiling increases
in domestic prices and conserving key items for
increased defence production, were somewhat relaxed
in 1952, though not in 1espect of cettain metal prod-
ucts. Although available evidence on prices is not
fully conclusive, it is possible that part of the greater
fall in the exporls of France than of certain other
weslern European countiies is attribulable to greater
increases in French export prices. The share of French
exporis geing to protected markets in the frane area
rose from 34 per cent in the first half of 1951 to 40
per cent in the second half, and still further, to 44
per cent in the first half of 1952;'% exports to other
markets were therefore even more severely curtailed
than total exports.

"There was a similar increase in the share of sterling
area countries in the exports of domestic produce by
the United Kingdom—from 48 per cent in the Aist
quarler to 55 per cent in the last quarter of 1951-—
owing to the utilization by these countries of sterling
balances accumulated by them during the raw material
boom in 1950 and early 1951, As the balances were
drawn down, however, it became necessary for several
countries, notably Australia, New Zealand and the
Union of South Aftica, to impose restrictions even on
imports from the Uniled Kingdom, so that by the
second quarter of 1952 the sterling area share in United
Kingdom exports had fallen back to 48 per cent.

The textile situation

The natute of the various [actors causing a recession
in textile production in a considerable number of
counlties in 1951/52 is comprehensively discussed in
chapter 1. It remains only to indicate cerlain special
features of the recession as it aflected [oreign trade.
There was a sharp {all in woild expotts of colton piece-
goods from the first to the second half of 1951, and a
further slight fall in the first hall of 1952, the totals
for 1949 to 1952 being estimated as [ollows (in
thousands of metric lons) :1®

1949 465 1951 First half 303
1950 535 1951 Second hall 249
1951 552 1952 First half 241

Theie were wide divergencies in the response of
exports of individual counlries to the decline in the

%y should, however, be noted that the total value of ex-
ports to the oversea franc area from the Usnited States and
OEEC countries {excluding France) inereased by over 60 per
cent between the first hall of 1951 and of 1952, while the
cortesponding  exports of mctropolitan France rosc 28 por
cenl,

1 Based on daty contained in the Cotten Beard, Interna-
tional Cotton Textile Industry Conference {Manchester, Eng-

international textile trade. In ltaly, exports of cotton
piece-goods for the first three quarters of 1952 (at an
annual rale) were more than 50 per cent below the
total for 1951, as shown in table 48, while the exports
of western Germany actually rose by 20 per cent
between these periods. Particularly significant is the
fact that United States expoits declined by less than
8 per cent, despite prevailing dollar difficulties in a
large number of countries, while the exports of Indial?
and Japan 18 fell by 25 per cent!® and those of the
United Kingdom by 18 per cent.

Available information™ on cotton cloth prices does
not appear to account fully for these differences.
Export unit values of leading types of cotton cloth
appear to ltave fallen somewhat less in India and the
United Kingdom from the first three quarters of
1951 to the corresponding period of 1952 than in other
major exporting countries. The price factor, however,
cannot have accounted for mere than a part of the
changes in exporls in particular counlries. Italian
prices, for example, {ell considerably more during this
period than those of western Germany, and appear,
il most cases, lo have been below western Germany’s
prices in 1952, Nevertheless, exports of colton cloth
by Italy to France and the United Kingdom during
the first nine months of 1952 fell more than 65 per
cent from the tolal in 1951-—a decline accounting for
nearly half of the total fall in Italian exports—while
the exports of western Germany to these countries
increased by 45 per cent, a rise which was responsible

fand), 17 to 25 September 1952, While the discussion in
the text is concerned essentially with trade in cotion picce-
roods, similar develepmcents oceurred in other textile manu-
fectures. United Kingdom exports of woollen and worsted
fabrics declined 25 per cent in volume from the frst 1o the
second half of 1951 and 37 per cent between the first halves
of 1951 and of 1952 Still larger declines in woollen and
worsted exports eccurred in Belgium-Luxembourg, France,
western Germany, Ireland and Taly, Similarly, the quantum
of United Kingdom exports of fabries of synmthetic fibres fell
26 per cent between the first half of 1951 and of 1952;
farger declines were reported by Belginm-Luaxembourg and
Italy, but the exports of western Germany and the Nether-
lands increased. The value of United States cxporis of all
textile fabrics other than cotton fabrics fell 18 per cent
between the first hall of 1951 and of 1952

% Indian exports of collon piece-goods were heavily restricted
early in 1951, so as to increase supplics to the home market.
These restrictions were, however, lifted early in 1952

M Qwing to the decline in demand for textiles, the Japanese
Ministry of International Tramde and Industry recommended
on 25 Tebruary 1952 that cotton and mixed yara spinning
production shouid be restricted to about 60 per cent of the
capacity at the end of 1951

" Based on total exporls of cotton piece-goods for nine
months of 1952 The arca distribution of Jepanese cxports

indicated in table 48 is based on fRzures for the first six
months of 1952,

* The price data on which the following discussion is based
consist of unit values (that is, values divided by quantities)
of the respective countries, computed from official trade re-
turns, for exports of the foliowing types of cotton cloth: grey
unbleached, white bleached, printed, dyed in the picee, and
coloured.
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for over one-third of the aggregate expansion in its
exporta.®t

A major factor in determining the extent of declines
in the exports of particular counliies was the geo-
graphical distribution of their exports, Thus, for
example, the most imporiant markels for Japan and
the United Kingdom are, as indicated in table 48, in
countries in the overses steiling area and, for Japan,
certain non-sterling Asian countries, notably Indo-
nesia. Many of these couniries were in balance of
payments difliculties in 1952 and imposed restrictions
on imports of consumer goods. The greater fall in
Japanese than in United Kingdom exports resulted
from the fact that while impo:ts from both countries
were restricled by Australia and the Union of South
Africa, the United Kingdom was able 1o increase
expoits to cerlain of ils dependencies. French exports
likewise fell only moderately owing to a continuing
high level of demand in the oversea franc area.
Japanese exports were, moreover, considerably affected
by a fall in the impoits of Indonesia, resulting from
the failure of the twe countries to conclude a trade
and payments agreement for 1952,

Well over half of the exports of the United States,
on the other hand, go lo dollar countries in the
Western Hemisphere whose balance of payments posi-
tion in 1952 was relatively strong, and whose imports
from the United States in that year in several cases
rose very substantially, partially offsetting declines in
United States exports to other areas. Differences in
the geographical distribution of exports eannot, how-
ever, account fully for developments in 1952, It is
noteworthy—not metely for the textile trade but also
in relation to the general dollar problem—that United
States exports of cotton piece-goods to such countries
as Canada increased considerably in 1952, while United
Kingdom exports fell. This may have been due at
least in part to a greater fall in United States than
in United Kingdom expo:t prices ™

Data for the third quaiter of 1952 appear to suggest
some recovery in textile production and trade in a
number of countries. It is not yet clear whether these
developments indicate a significant revival in the
international textile frade, or whether they are simply
the result of a cessation of inventory liquidation which
was bound to occur sooner or later,

Tt is possible that special defence contracts accounted
for much of the increase in the exports of western Germany.
The unit value of United Kingdom imports of pgrey cloth
from western Germany, [taly snd Japan neady doubled be-
tween the first nine months of 1951 and 1952, notwithstanding
the general fall in textile prices. With respect to the rise in
price of imports from Japan, it was stated in the United
Kinpdom Board of Trade Journal {Lenden), 1 Nevember
1952, that these imports included the bulk of deliveries agninst
defence contracts for canvas placed in 1951

® United States export prices appear to have fsllen less
than those of western Germany, Ialy and the Netherlands,
but Canade is not a signifieant market for the textile exports
of these countries.

Expansion in exports of producer goods

Throughout the period under review, the inter
national demand for capital goods was sustained by
the requirements of defence production in Noith
America and westetn Europe, as well as by the
imports of primary producing countries. Exports of
machinery and transport equipment by Japan, the
United States and OEEC countries, which had increased
from $7400 million in 1950 to $9,300 million in
1931, rose still further to an annual rate of $10,800
million in the first half of 1952. The continued
expansion ol these exports in 1952 was facilitated
by the fact that restrictions imposed on imporls by
countries in balance of payments difficulties bore much
more heavily upon consumer goods than upon capital
goods,

It must be borne in mind, however, that exports of
capital goods in the first half of 1952 1epresented, fo1
the moet part, shipments against orders placed much
earlier, during 1951, when world demand had reached
peak levels, and when aveiage delivery periods had
been considerably above normal. Since part of the
demand at that time had reflected inventory accumu-
lation,** while pait also had represented special
requirements by countiies, such as the United States,
which are not generally significant importers of prod-
uclts of the heavy goods industiies, it was possible
that countiies exporting producer goods would, in due
course, experience some relaxation in the pressure of
demand fiom abroad.

Exports of chemicals by the United States and
OEEC countries, in fact, which had increased from
$2,000 million in 1950 to $3,000 million in 1951,
declined to an annual 1ate of $2,800 million in the
first half of 1952. There was also evidence of some
relaxation of the pressute of demand for metal
products. Thus Belgian export prices for steel, which
reflect tather sensitively changes in the marginal re-
quirements of other countries, and which, in 1951,
had reached levels two to three times higher than
those prevailing at mid-1950, fell sharply by June
1952 below the prices of all other leading competitors
except the United States. Lesser declines occurred in
the steel export prices of other countries, and in all
cases the premium charged on exports, as compared
with domestic prices, was reduced.®

" In the case of capital goods which cannot easily be stored,
“igventory scctmulation” may in practice take the form of
aceelerated replacement or expansion, thereby anticipating
investment which i the normal course of events might have
ovcurred in a later period.

* United States purchases of steel in western Eurepe, which
had fallen considerably in the first half of 1952, were resumed
alter the steel strike in June and July 1952, and caused some
hardening of western European steel export prices in the
third gquarter of 1952, This, however, was likely to prove
temporary onee steel inventories in the United States were
restored.
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The continuing expansion in exports of machinery
and transport equipment in 1951 and 1952 was accom-
panied by significant changes in the shares of exporting
countries in leading markets. These changes, in the
prevailing sellers” market, appear to have been the
result at least as much of differences in delivery
periods as of price factors. An analysis of changes in
the expoits of machinery and transport equipment by
several western European countries from 1950 to 1951
indicates that experts incieased most from those
countries which were able to offer the shortest
periods of delivery.®® In general, as noted previously,
countries which had available capacily in capital goods
production improved their position in export markets
as against those countries in which domeslic invest-
ment and defence production created pressure upon
supplies. Thus the shaie of western Germany in the
total expotts of machinery and transport equipment by
the countries listed in table 49 rose fiom 6.4 per cent
in 1950 to 12.2 per cent in the futst half of 1952
Most of the correspending decline occunred in the
ghares of the United Kingdom and the United States.
France, which, like the United Kingdom, experienced
considerable pressure on ils engineering capacity as a
result of its defence programme and related investment,
nevertheless increased its share in expoits of ma-
chinery and transport equipment from G per cent in

*Fhe analysis, covering Belgium-Luxembourg, France, wests
ern Germany, the Netherlands, Sweden, Switzerland snd the
United Kingdom, was based upon the delivery periods as
veperted by these countries in Organisation fer European
Eeonomic Co-operation, Export Avatlabilities and  Delivery
Dates, Machinery and Equipment {Puaris), 15 January 1951

1950 to 7 per cent in the first half of 1952. Huowever,
the rise in the value of French exports from 1951 to
the first half of 1952 was due almost entirely to higher
expor! prices.

It should be emphasized that these changes did not
come about through a fall in exports from the United
Kingdem and from the United States, but through a
lesser increase in their exports than in those of other
countries. In the case of Japan, however, commercial
exports of machinery and equipment decreased from
the first to the second half of 1951 and declined still
further in the first half of 195228

NEW FORMS OF EXPORY COMPETITION 1N 1952

The slackening of world demand in 1952 gave rise
lo some decline in the prices of exports of industrial-
ized countries, especially textiles. The growth of
competition for declining export markets was, how-
ever, not confined to normal forms of price cutting.
A number of governments adopied various measures

*The quuntum of United Kingdom exports of machinery
also {fell sharply in the third quarter of 1952 This, and the
declines in Juepanese exports, appeared to be due at least in
parl to the imposition of impert restrictions by oversea sterling
countries. In the case of Japun, an additionsl facter may have
been high export prices. Aecording to the Econemic Stabiliza-
tion Board, Economic Survey of Japan, 1951-52 (Tokyo),
Jely 1952, page 52, Japanesc prices for metals, machinery
and chemical products in April 1952 were 20 per cent to
30 per cent higher than these of its main competitors. This
situgtion was attributed to the high prices of imports of
iron ore, coking coal and salt, which had to be transported
to Japan over long distances, and also to backwardness in
technique and lack of efficient equipment.

Table 49. Exports of Machinery and Transport Equipment, and of Chemicals, from
Selected Countries, 1930 to 1952

(Millions of United States dollars)

Machinery und  transpore equipment Chemicols
Countryt 1050 1951 1952 1956 1951 52
Full Full First Full Full First
year year kalf year year fudf
United States” 3178 3,724 2,083 708 981 438
United Kingdom 2,174 2.488 1427 404 556 201
Germany, western 472 950 659 221 425 171
France 442 627 378 221 352 156
Sweden 251 308 180 23 34 15
Switzerland 245 272 137 133 180 73
Ttaly 201 273 146 41 a8 3}
Netherlands 167 240 130 108 159 89
Belgium-Luxembourg 154 228 146 138 204 100
Japan® 71 106 59 16 37 21
Denmark 66 108 54 16 27 10
ToraL, ABOVE counimies  7.121 9,324 5,394 2,029 3,043 1,415

Source: Statistical Office of the United Nations:
and  Orpanisation  for  Buropean  Feonomic
Co-operation, Foreign Trade Statistical Bulletin,
series H (Paris).

*In descending order of the value of exports
of machinery and transpert eguipment in 1950

" Exciuding speeial category exporls

¢ Excluding exports against spectal progurement
by United States armed forces.
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in 1952 which were designed to aid exporters in secur-
ing foreign markets. These measures, which were
intended primarily lo increase sales to the dollar area,*
may broadly be classified inlo three calegories: those
enabling exporters to dispose of some proportion of
the foreign exchange proceeds of thehr exports;®
those providing some other foim of open or concealed
subsidy to exporters; and, finally, those involving the
extension of especially favourable credit facilities to
foreign importers.

With respect to the fust of these categories, export-
ers™ in some countries,® upon surrender of the dollar
proceeds of exports, are peimitted to use some propor-
tion of these funds for the import ol hard currency
goods or ather scarce commodities, the supply of which
in the domestic market is limiled by imporl restric-
tions. In addition, this procedure is in a number of
cases facilitated through the sale of the actual right to
use foreign exchange fo1 the purposes authorized. The
imported commodities frequently command premium
prices in domestic markets. Wide margins, therefore,
exist between the actual net receipts of home currency
by exporlers, after complelion of all elements of their
transactions, and the home currency receipts which
they would otherwise acquite if the proceeds of their
exports were converted by the monetary authorities
at the official rate of exchange. Consequently, exporters
have been able to zeduce their prices in terms of
dollars, so as to attract a larger volume of trade,
while still earning higher receipts in terms of domestic
currency than they had before the introduction of the
incenlive schemes, These ariangements have effects
similar te a partial devaluation of the currencies of the
countries concerned in terms mainly of dollars, without
a corresponding alteration in the rate of exchange
with non-dollar currencies,

A second method of promoting dollar exports used
on an increasing scale by western Evropean countries
in 1951 and 1952 consisted of the 1emission of various
kinds of taxation on cxports, thus amounting in effect
to governmental export subsidies.

As early as March 1951, France had adopted pro-
cedures whereby 80 per cent of social security taxes
on goods shipped to Canada and the United States
was refunded to the expoiters. In February 1952, the

= In France, the Netherlands and Norway, however, such
measures had been introduced in 1949,

=I5 accordance with a decision of the Bourd of Governors
of the International Monetary Fund in September 1952, this
matter is currently the subject of comprehensive study by
the Tund.

" In some countries, such schemes apply to service iransac-
tions as well as 10 commedily exports,

® Countries having export incentive schemes of the abeve
type in force inm 1952 included Austrin, Denmark, France,
weslern Germany, Greece, Icelard, Netherlands, Norway and
Sweden. The Swedish and Norwegion schemes were ended in
September and November 1952, respectively.

refund was reduced to 50 per cent, but in view of the
general decline in French exporls to countries oulside
the frane aea the procedure was no longer restricted
o0 Canada and the United States but was applied to
exporls of certain selected commodities to all foreign
couniries except Argeniina, which was in arrears in
its payments lo France, and with the exception also ol
cetlain couniries in eastern Europe and mainland
China. The list of eligible commodities was expanded
in March 1952, and still {further in July 1952, when
the percentage tefund was again increased. It has
been reported that “on the total value ol Fiench
expotls the cost of these measuies to the Government
{and the possible aveiage decrease in export prices)
is expected to be about 3 per cent™® On particular
commodilies eligible fo1 refund, the possible decreases
in expoit prices would, of comse, be much larger.
Certain lax rebates on exports were also introduced
in Austiia, westetn Germany and Italy. Belgium-
Luxembowrg and Sweden exempted exporis to the
dollar area [rom special taxes imposed on certain of
their exporls.®*

Finally, several countries have taken steps 1o expand
the credit facilities available for financing exports.
The Uniled Kingdom, which had ne dollar retention or
tax 1ebate scheme in force,* was also in the position
of losing tiade to continental countries, which were
extending more favourable credit facilities in respect
of expoits. The United Kingdom Chancellor of the
Exchequer announced on 29 July 1952 that the credit
facilities already available to exporiers would be
considerably increased. These {acilities, however, have
not been granted in cases where fozeign countries,
notably certain South American couniries, are in
aireais on payments to the United Kingdom ™

Tt should be noted that in some countries special
incentives have been provided to transit dealers, to
encourage 1e-exports to the dollar area, as well as to
exporlers of domestic produce. The effect of the
premiums deriving from such schemes has been to
enable the transit dealers to purchase goods in other

 Department of Trade and Commerce of Canadu, Foreign
Trade (Ottawa}, 23 Auguast 1952,

#The Belgian export taxes were otiginally imposed in
November 1951 as a result of increases in wages and benefits
which the Government apreed to finance i employers should
not agree to shoulder the additional burden. On 24 Murch
1952 exporis to the dollar aren were exempted from these
taxes, which were imposed on certain commodities for which
external demand iz strong In January 1952 Sweden exempted
exports of cellulose to the dollar aren from the general export
levy on this product. This levy was abolished, eflective 1 No-
vember 1952

1t should be noted, however, that purchuse tax is not
levied on exports,

M1t was reported in October 1952 that the United Kingdom
Export Credits Guarantee Department would henceforth ex.
tend 1o exporters te dollar account countries in Latin Ameriea
the special facilities already availuble to experters to Canada
and the United States.
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non-doilar countries and to re-expert them to the dollax
area competitively and at a substantial profit’® From
the point of view of the original exporter, the advan-
tage of selling his products to transit dealers in another
non-dollar countiy rather than directly to the doHar
area might in some eases depend upon whether the
incenlives, il any, supplied by his own government

to stimulale the earning of dollars sufficed to outweigh
any premium which he might be able to secure from
foreign transit dealers. In general, schemes of this
type. when adopted by any one counlry, may involve
losses of dollar earnings for other countries, thus
bringing pressure upon them to adopt similar or still
more far-reaching schemes themselves,

The Changing Character of the Dollar Problem

From 1946 te 1949, as is indicated in table 50, the
rest of the world imported fiom the Uniled States [ar
mole goods and setvices than it could finance from
the proceeds of expoils of goods and services to the
United states and ol private borrowing and donations
from that counlry. The deficits were finaneed mainly
by special grants and loans by the United States Gov-
ernment, and by the liquidation of gold and dollar
assels Iy other counliies,

In 194y, the level of industiial produoction in the
world (excluding the Soviet Union and the United
Slales} was nearly 8 per cent above that of 1937, The
stage ol econemic recovery reached at the end of 1949
by the war-devastated countries made it possible
for economic aid by the United States to be reduced—
and wilh il a substantial pait of the world’s dellar
deficit—without adveise eflects on production in the
deficit countiies,

From the beginning of 1950, there began a period
characterized by sharp fluctuations in the balance of
the rest of the world with the United States® As will
be seen Jrom table 50, in the fust half of 1950 the
average quarterly deficit with the United States fell
to 40 per cent or less of the cotresponding rates in
1948 and 1949, while in the second half of the year,
the rest of the world was actually in surplus with the
United States even without taking into account govern-
menlal grants and loans. In 1951 the dollar deficit
reappeared, and in the second half of the year was
eguivalent Lo abeut three-quarters of the 1949 rate.
In 1952, finally, the deficit again dropped sharply.

These fluctuations were the 1esult, primarily, of the
diffetence in the phasing of inventory changes in the
United Slates and other countries, to which 1eference
was made earlier in this chapler. At the same time,

®With respect to switch transactions, the OEEC Couneil,
in a resolution of 14 November 1951, recommended inter alia
that debtor eountties should control re-export operations so
ihat the net result should not incresse their debtor positions
in the Europear Puyments Unien {(EPU) and that member
countrics shouid refrain from granting special facilities for
the re-export of commoditics originating in countries which
had extreme ereditor positions in the union.

® Einless otherwise indicated, the discussion of transactions
of the United States excludes mifitary aid exports.

Table 50. Deficits of the World with the United
States,® 1946 to 1952

(Millions of United States dellars at quarlerly rates)

Excluding

! . vilitary Mititary Totat
14946 1,664 e 1,664
1947 2,435 18 2,454
1948 1,184 105 1,289
1949 1,260 50 1,316
1950

First hall . 481 56 536

Second half —518 232 287
1951

First hall . 166 357 523

Second hall %46 374 1,520
1652

First hall 487 494, 980

Third quarter 49 603 652

Sonrce: United States Department of Commerce, Survey
of Cnrrent Business (Washington, D. C), December 1952
and Balance of Payments of the United States, 1949-1951
{(Washington, D. C}.

*On account of goods end services, private donations and
United States private long-term and short-term lending. Minus
sign indicales surpius of rest of world with the United Siates.

there were incvitable time lags in the response of
import licensing autherities in the deficit countries
to the rather 1apid changes which oceurred in ihe
supply of dollars available to them: and still further
unavoidable delays ocewired before action taken by
these authorities 1o relax or tighlen dollar import
restiictions could be reflected in cwirent trade and
payments. All these factors, together with movements
of speculalive capital, contribuied to the large swings
in dollar surpluses and deficits typical of the period.
In general, the fluctuations reached their grealest
amplilude in respect of United Slates transactions
with the sterling area.

In the fArst half of 1950, a rise in economic aclivity
in the Uniled States was associated with an expansion
in United Stales imports and in the world supply of
dollars. At the same time United States expoils of
goods and services fell, owing to the recovery of agri-
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Table 51. Supply of Dollars by the United States and their Use by Other Countries, 1951 and 1952
(Millions of United States dollars at quarterly rates)

hemond period Tunl Conts o Dwed (el Ol Sfged Oue g e
America taghom ared cosntries®  dapeadenciest countriess caumiries panizations
SupPLy OF DOLLARS BY T#HE UNITED Srates
United States imports of
goods and services: .
1951 First half . 3,924 656 1,142 257 546 614 86 65 548 10
1951 Second half 3,602 733 018 265 388 606 89 55 530 18
1952 Fhrst half 3861 688 1,044 310 120 624 149 48 582 6
1952 Third quarter 3,860 800 1.043 300 316 725 g1 12 350 23
United  States  govern-
ment grants and loans
(net}:*
1951 First half . 856 2 48 60 14 523 2 28 161 18
1951 Second half 745 4 6 7 63 369 2 32 154 108
1952 Firs: half 708 4 15 104 47 324 - 26 168 20
1952 Thiid quarter 770 4 43 140 33 382 1 -2 165 4
Private capital and do-
nations (net):
1951 First half . 378 138 84 11 19 34 2 G 54 27
1951 Second half 360 86 84 ~19 18 45 5 14 77 50
1952 First half 472 136 187 2 17 40 s 10 52 28
1952 Third quarter 101 6 10 e -5 72 -2 3 28 1
Total supply of dollars:
1951 First half . 5,158 796 1,274 328 579 1,171 90 102 763 55
1951 Second half . 4,707 823 1,008 253 469 1,020 96 161 761 176
1952 First half | 5,041 828 1,246 416 484 986 141 83 803 54
1952 Third quarter 4,731 798 1,006 440 344 1,179 90 13 743 28
Use OF DOLLARS BY OTHER COUNTREIES
United States exports of
goods and services:™*
1951 First half . 4,469 886 1,205 282 342 973 75 86 602 16
1951 Second half 4,909 852 1,340 426 476 990 101 87 622 16
1952 First half . 4.820 948 1,271 305 461 a82 109 60 608 16
1952 Third quarter 4,010 957 1,099 226 286 696 78 7 639 2
Inerease in gold and
dollar assets:*
1951 First half | 520 —18 144 236 4 100 — ! 71 —11
1951 Second half —300 5 —126 —445 11 54 i2 — 182 8
1952 First half 11 96 =19 —192 -10 52 7 -4, 82 -1
1952 Thitd quarter 723 62 70 116 4 394 24 4 —46 95
Multilateral settlements
and errors and omis-
sions:”
1951 First half . 168 —74 -74 =190 232 98 16 20 90 51
1951 Second half 100 33 —205 272 —18 ~23 -17 14 —42 158
1952 First half | 210 —218 -5 302 34 48 25 28 53 40
1952 Third quarter -2 —221 —13 98 54 88 —12 2 156 —88

Source: United States Department of Cemmerce, Balance
of Payments of the United States, 1940-1951 and Survey of
Current Business, December 1952,

*In the third quarter of 1932, Finland, Spain and Yuge-
slavia are included with continental QEEC countries, instead
of with other Turopean countries, as previously. Moreover,
continental OEEC dependencies include Spanish dependencies
in that quarter,

! Excluding military aid, and exports of goods and services
in connexion with such aid.

° United Kingdom purchases of “special category” com-
modities for cash are included in the total for continental
QEEC countries,

" Minus sign indicates sale of gold or liquidation of dollar
assets by other countries,

® Apart from errors and omissions, minus sign indicates net
receipts of dollars from countries other than the United States,
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cultural and industiial production in western Europe
and lo restricliens imposed in 1949 on imporls payable
in dollais, by a number of countries in the sterling
area and elsewhere, 1einforced by the rise in the prices
of dollar goods in terms of currencies which had been
devalued in 1949,

The immediate effect of the outhreak of hostilities in
Korea in mid-1950 was 1o sustuin the process of
voluntary private inventory accumulation of imperted
goods in the United States, which had already begun
in Lhe first half of 1950, while the rale of additions to
the government stockpile of imported commodities was
also augmented. Simultaneously there was an abnormal
increase in the outllow of private capital, connecled in
part with speculalion on the possible appiecialion of
the Canadiun dollar and of sterling. Exports rose much
less than imporis since shipmenis to several of the
weslern Buropean counliies, and to the steiling atea,
did not begin to reflect aceelerated invenlory accumu-
latien in those countries until late in 1950 or eaily
in 1951. Morcover, the iesliictions on imports of
dollar goods by stetling area countries were not relaxed
until the latter months of 1950.

In 1951 the {actois tending 1o reduce the deficit
of the rest of the world with the Uniled States in 1950
were reversed. A [all in United States consumption in
relation to disposable income alter the fizst quarter
of the yem was nceompanied by an involuntary acca-
mulalion of inventoiies as a 1esult ol which privale
imsports for consumption declined. AL the same time
there was a [all in new governmental commitments
for strategic stockpiling owing to the abnoimally high
prices for some of the stockpiled commodities in the
previous peried. Lxpoits, however, rose sharply from
the second half of 1950 to the first half of 1951, and
still further in the second half of 1951, reflecting the
rise in dollar earnings by the rest of the world during
earlier periods, and notwithstanding the marked fall
in the supply of dollais by the United States hetween
the first and second halves of 1951. The gap resulting
from these opposile movements in expoils and imports
was magnified by speculative capilal movements. In
1950, when imports had 1isen and exports had de-
clined, there had been, as noted abave, a significant
outflow of privale capital, including a large element of
speculative capital. In addition, unrecoirded eapital
inflow into the United States, reflected in the errors and
omissions item in the halance of payments, had [allen
significantly from the 1949 level. In 1951 the increase
in the dollar gap was accompanied by a reduction
in sterling balances held in the United Slates, which
had been unuseally high since the speenfalion on the
appreciation of sterling in the laller months of 1950;
and by an increase in umecorded capital inflow.

Owing to the fact that loreign economic aid from
the United States declined much more slowly alter

1949 than the surplus on goods, services and private
capilal accounts, the rest of the world as a whole
was not required to draw upen ils gold and dollar
reserves for the financing of dollar deficits until the
second hall of 1951. Indeed, between September 1949
and June 1951 the United States drew upon ils own
gold reserves to the extent of over $2,800 million 1o
finance the excess of its foreign aid over its surplus
on olher accounis with the rest of the woild. Lven
during the second hall of 1951, when the franc and
slerling aieas as well as certain Latin American coun.
iries suffered substantial losses from reserves as a
result of sharp increases in their dollaz deficits, other
countries, as will be seen from table 51, were still
adding to reserves as a result of their lransactions with
the United States.

By the early months of 1952, the trend in the 1est of
the world’s dollar deficit was again downwards. There
was & pailial recovery in Uniled States impoils of
goods and services. In addition, the net outflow of
United Slates private capital for direct investment
abroad, which had fallen from $702 miilion in 1950
to 5603 million in 1951, owing primarily lo the com-
pletion of Ameriean-owned petroleum installalions in
Latin America and the Middle Last, 1ose sharply in
the first half of 1952, amounting in thal period alone
to $552 million. Over two-fifths of the increase was
directed to the expansion of operations of American-
controlled companies in Canada; but there was also
matked rise in the outflow to Lalin America, and,
particularly, to certain countries in Africa and Asia,
though in some cases this may have reflected temporary
factors such as tax payments, or the accumulation
of funds representing the yield of foreign investments
that could not be transferred under exisling exchange
regulations. :

The partial recovery of imports, together with the
increased outflow of private capital, more than offset
the continuing decline in economic aid to forcign
countries, so that the total supply of dollars by the
United States in the fizst half of 1952 considerably
exceeded the level to which it had fallen in the pievious
half-year and nearly regained the high level of the first
half of 1951. Expoits, on the other hand, began to
decline, reflecting a fall in the rate of inventory aceu-
mulation in other countries and the reimposition of
more severe restriclions on purchases of dollar goods
by countries which had encountered difficulties in their
dollar balances during 1951,

The net liquidation of gold and dollar assets by the
rest of the world, which had begun in mid-1951, came
to an end in the first quarter of 1952. During that
quarlez, other countries were, on balance, still liquidat-
ing gold and dollar assels to the exlent of $382
million, compared with the quarterly rate of $300
mitlion in the last six months of 1951. In the second
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quarter of 1952, on the other hand, the rest of the
world added $404 million to its gold and dollar assets
as a result of transactions with the Uniled States; and
the sterling avea, by virtue of a shaip reduction in
impotts [rom the United Stales, restored a balance in
its dollar accounts with the United States. Only a few
couniries in Latin America and Asia were still drawing
apon gold o1 dollar assets in the second quarter of
1952 to finance continuing deficits with the United
States. Prominent among the latter was Brazil, which
had also been accumulating laige arrears of dollar

payments, reflected in an involuntary increase in
United States privale shortterm credits to that
country.®7

In the third quarter of 1952, the United States
balance with the rest of the woild on current transac-
tions in goods and setvices, excluding military aid, fell
to the lowest point since the third quarter of 1950,
when there had been a United States deficit. This
occurred notwithsianding a decline in the total supply
of dollars resulting from a sharp fall in private capital
outflow.* The major factor in the improvement of the
balance of the 1est of the world with the United States
was a decline in United States exports of goods and
services of some 17 per cent from the first half of
1952 to the third quarter. The decline in exports of
merchandise to westetn Europe, Latin America and
the oveisea steiling azea averaged as much as 33 per
cent. OF the total fall in United States exports of non-
wilitary goods from the second to the third quarter of
1952, amounting to some $700 million, exports of
agricultmial products accounted for $270 million, re-
flecting a more than seasonal drop, especially in
deliveries of raw cotton and wheat. In addition, part
of the decline in exports was atiributable to the steel
strike® Apart from short-lerm or seasonal factors,
the contraction in exports appears to have been due to
the [ull impact of import restrictions imposed earlier
by countries in balance of payments difficulties in the
sterling area and Latin Ametica, and, in continental
western Europe, to teduced demand for coal and
arain—the former owing to the levelling off in indus-
trial activity and the mild winter of 1951/52 and
the latter on account of better harvest prospects in

¥ During the twelve months ending 30 June 1952, Brazil's
short-lerm assets in the United States fell by $131 million,
while United States banking elaims against Brazil rese by
5264 millien; in the second quarter of 1952 alone, these
claims rose 8124 million.

* Private capital outflow receded in the third quarter of
1952 from the unusually high rate of the preceding quarter,
which resulted from large security issues by companies in
Canada controlied by Americans. There was also some net
repatriation of portiolio capital from Canada Finally, reduced
merchundise exports to Latin Amezica, especially Brazil, were
associnted with o decline in short-term outflow and in direct
investment.

®The steel strike also gave rise to a small increase in
imports of iron and steel mill preducts, reversing an earlier
deelining trend.

1952, The fall in exports of merchandise was accom-
panied by a corresponding decline in gross receipts
on transporl account.

As a result of the zeduction or elimination by most
areas of their deficits with the United Stales in the
third quarter of 1952, the high level of United States
foreign aid was 1eflecied in almost equivalent addi-
tions to the dollar balances held by other countiies,
especially by countries in western Hurope. While
deficits rose again to some extent in the fourth quax-
ter of 1952, owing paitly to a seasonal increase in
United States exports, and to a tesumption of ship-
ments previously inteirupted by the steel strike, other
countries continued to add to their gold and dollar
reserves, though at a lower rale than in the previous
quarter.

DEVELOPMENTS FROM THE FIRST HALF or 1950
TO THE FIRST HALF oF 1952

Although the deficit of the rest of the woild with
the United States on goods, services and private
capital accounls was at approximately -the same level
in the first half of 1950 and of 1952, there were a
number of significant changes in the composition of
the balance, as indicated by the following figures
showing the net balance®® of the rest of the world
with the United States (in millions of United States
dollars) : '

1950 1052

Firar First

balf half

On merchandise trade" —976 —1,462

On services . 457 456
On private donations and

capitel 471 944

Toi1aL, ABOVE JIEMS 062 =974,

* Exeluding military aid exports.

From the frst half of 1950 to the fust half of
1952 the physical volume of United States trade with
the 1est of the world incieased—impeorts by 10 per
cent and exports {excluding exports under military
aid) by about 25 per cent. The expansion of the
trade surplus resulting from the larger increase in
the quantum of merchandise exports than of imports
was supplemented by the rise in the general price
level from the first half of 1950 to the first half of
1952. The increase in the trade surplus would thete-
fore have been very large but for the deterioration
in United States texms of trade by 10 per cent. The
effect of these factors may be indicated as follows
{in millions of United States dollars) *

* Minus sign indicates deficit.

" The stiribution of components in the change in the trade
bajance indiceted in these Rgures is lo some extent arbitrary,
but it sufBces to indicate the nature and order of magnitude
of the factors involved.
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United States merchandise export surplus in
first half of 1950" 976

Effect on the surplus of changes f{rom the
first half of 1950 to the first half of 1952

() Larger increasé in the guanium of

exports than of imports 779
(b) Rise in the general level of prices 309
(c) Deterioration in terms of trade =602

Equals United Stales merchandise export
surplus in first half of 1952 1.462

* Excluding military aid exports.

The United States surplus on service tiansactions
was the same in the st hall of 1950 as in the first
half of 1952, bul there were a number of significant
changes in the composition ol the service account,
as indicaled in table 52. The most imporlant single
change in the seivice account was a rise of 5387
million in net disbwisements on account of govern-
menl miscellaneous services, 1eflecting incieased ex-
penditures abroad by government personnel and
armed forces, notably in western Lurope and Japan.
This jncrease was largely offsel, however, by higher
nel income on investment account, together with a
sharp rise in the surplus on shipping services, result-
ing [rom the resunmiption or expansion of exporis to
weslein Europe of items such as coal and grain on
which freight charges are heavy. The decline in nel
dishursements for travel was the combined result of
greatly increased travel in the Uniled States by
Canadian residents, offset only in part by higher
United States iravel expenditures in Latin America
and in western European couniries and their depend-
encies.

The net effect of the above [aclors was to increase
the deficit of the rest of the world with the Uniled
States on all goods and services, other than those
provided for military aid, from $1.433 million in
the first half of 1950 to $1.918 million in the faist
hall of 1952, On the other hand, the [ull impact of
dollar imporl restrictions on the balance had not
vet been realized in the frst hall of 1952,

Net private longferm capital outfiow from the
United States tolalled $410 million in the first half
of 1950 and 8699 million in the frst half of 1952,
almost one-hall of the increase going to Canada. As
alveady pointed out, pmt of the high 1ate of long-
term lending to meas other than Canada during
the latter period may have been the result of tem-
poraty facters. On United States private short-term
eapital accouny, there was a net repalriation of 3166
million in the first half of 1930, reflecting repayments
of shorl-term advances by several countries, especially
in Lalin America. In the first half of 1932, on the
other hand, a small net outllow of short-lerm capital
was the combined result of increases in arrems of

payment by Lalin American countries, particularly
Brazil, and repayments by other countiies.

The differences between the two periods in the
financing of the deficit on account of goods, services,
and private donations and capital—amounting to $962
millien and $974 million in the first half of 1950
and of 1952, respectively—iesull essentially from the
decline in economic aid. In the first hall of 1950,
United States government giants and Ioans for eco-
nomic pmposes amounted lo $2,155 million, so that
the rest of the world was able o add $1,122 million
to its gold and dollar assels. During the first half
of 1952, however, non-military aid fell to $1.417
mitlion and the rest of the world’s gold and dollar
reserves changed little over the six-month period as
a whole,®

Table 52. United States: Net Service Account,
1950 and 1952
(Millions of United States dellars}

1930 1082

Ttem First Fine

hatf half

Transporiation 60 246

Travel —126 —42
Aliscellancous services:

Private 156 191

Government ~—~180 067
Income on investments.

Private 510 659

Government 37 19

Torar 457 456

Source; United States Department of Commmerce, Survey
of Current Business, Becember 1952, and Balance of Payments
of the United States, 1949-1951.

It is important to note that the effect on the world
supply of dollars of the decline in economic aid by
the Uniled States between the frst half of 1950 and
of 1952 was almost offset hy other governmental
operalions. Certain elemenls of the external transac-
tions of the Uniled States Government are brought
together for the fust hall of 1950 and of 1952 in
iable 53 in such a way as to show their net effect
on the world dollar deficit. The comparison indicates
that, while United Stales economie grants fell Ly
nearly $1,000 millien f1om the first half of 1950 to
the first half of 1952, this decline was almost
offset by a higher level of loans to other couniries,
and especially by increased nel dollar dishursements
by the United States Government for goods and
services,

© Fhere was, however, a considerable increase in unrecorded
capital inflow to the United States—(rom 871 million in the
first half of 1950 to 3421 million in the first half of 1952,
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It appears, moreover, that the aggregate of United
States governmental disbursements of doliais may
tend to inciease. For example, Congressional appro-
priations for economic aid to westein Lurope pro-
vided a maximum of $1,912 million for allocation
during the year ending 30 June 1953, compared with
$1,527 million made available during the preceding
vear.

An additional source of dollars, of growing signi-
ficance for a number of countries, consisls of pro-
curement abroad of military goods and services by
the United States—the “oflshore procurement” pro-
gramme. Such puichases have been of major impos-
tance in the balance of payments of Japan since
the outbreak of hostilitics in Korea. While actual
dishursements to western Furope under this heading
had been limited until mid-1952,% table 54 indicates
the polential significance of these fransactions.

©Both figures include balunees unallocated from previous
appropriations nt the heginning of the respective fiscel years
In addition, the fgure for fiscal 1953 includes a possible
transfer of $342 million frem military aid to economic aid

“Tn the third quarter of 1952, France received an advance
of $154 million from the United States Expert-Import Benk
of Washington against orders for oflshore military purchases.

Table 53. United States: Selected Government
Operations, 1950 and 1952
{Millions of United Stales dollars)

Table 54. Value of United States Military Con-
tracts in Western Europe, 30 June 1952
{Millions of United States dollats)

Conntry Amount

Belgium 460
Denmark 6.6
France 3355
Greece 11.0
Italy 129.0
Luxembourg 03
Netherlands 38.0
Norway 60
United Kingdoem 690
Other countries 43.0
Tot1at 683 8

Net cﬁelst
; 5 1950 1952 on deficit
optf':fi:ﬂusfjmi N First First of wort d
Government haif kalf United
Starpsr
Net dollar disbursements:
For merchandise 80 361 —381
For services’ 146 588 —442
Net grants to other coun-
tries aside from military
aid 2,035 1,067 4968
Net loans to other
countries 121 350 —3229
Torar 2,382 2,360 416

Seurce: United States Department of Commerce, Survey
of Current Business, March 1953 and Balance of Peyments
of the United Srates, 1949.1951, Data on net dollar disburse-
ments supplied by United States Department of Commerce.

* Plus sign indicutes tendency for deficit of rest of world
with the United States to increase; minus sign indicates
tendency to decrease.

tInciuding interest received on United States government
loans; excluding interest paid by the United States Govern-
ment.

Seurce: Report to the President by the United States Special
Representative in Europe (Paris, August 1952).

About $600 million of the tolal indicated in table
34 was lor military goods 1o be allocated to the
various Kuropean countries which aie members of
the Noith Atlantic Treaty QOrganization. The balance
ol the programme was designed to provide military
goods for the United States foreces.

To summarize, the world’s deficit with the United
States on private current transactions in goods and
services was substantially larger in the first half of
1952 than in the corresponding period of 1950. In
addition, economic aid by the United States was
considerably smaller. However, increases in private
capital outflow and in United Staies governmental
purchases of goods and services sufficed to prevent
any net recourse by other countries, as a whole, to

their gold and dollar reserves for the financing of
dollar deficits.

The situation desciibed was transitory in two im-
portant respects. In the first place, the deficit on goods
and services was, in the second half of 1952, reduced
below the level of the first half of 1950 by virtue
of a fall in United States exports resulting particu-
larly from impoil restrictions hmposed abioad. In
addition, private capital outflow, which was abnor-
mally high in the Rrst half of 1952, declined sharply
in the second half of the year. United States economic
aid and government purchases of goods and services
continued, however, to be major {actors in the
world’s dollar balance, sufficing in the second half
of 1952 to permit a rise of over $1,100 million
in the rest of the world’s gold and dollar xeserves.
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Balance of Payments of Western Europe and Japan

DIVERGENT TRENDS 1N 1051

In 1951 1he over-all deficit of OEEC couniries on
currenl transactions in goods and services, excluding
militay aid imports, increased $1,400 million over
the deficit incurzed in 1950, as indicaled in table 35.
The entire improvement zecorded from 1949 to 1950
was therehy more than eliminated.

The increase in the deficit was about equally divided
between visible and invisible accounts. With respect
to the former, though exports to the United Stales
were considerably higher in 1951 than in 1950, im-
ports expanded still more, owing to the rise in income
in western Lurope, the replenishment of inventories
of dollar goods which had been depleted in 1950,
additional imports of grain necessitated by poor har-
vests in some countries in 1951 and a resumption
of imports of coal to 1elieve the shortage created
by the lag in western Luropean coal production in
relation to industrial activity.

The deterioration on trade account with other over-
sea countries in 1951 was attributable primarily to
the unfavourable movement in terms of trade result-
ing from the raw material boom, since the increase in
the quantum of exports 1o these countries was sub-
stantially greater than the increase in the quantum of
imports,

The fall in net invisible earnings in 1951 primarily
affected the United Kingdom, for 1easons which will
be indicated below, but a number of countries made
heavier payments on transport account to the United
States in connexion with thely increased imports of
coal, grain and petroleum. These factors more than
offset incieases in western Furope’s gross earnings
from shipping and income on foreign investments,
resulting, respectively, from the larger volume of
trade carried in western European shipping at higher
freight rates in 1951, and from the rise in profits
on investments in the production of raw materials
overseas.

Table 55. Balance of Payments® of OEEC Countries, 1949 1o 1951

{ Thousand millions of United Stales dollars)

1944 1950 19510
frem griced \ DOTee o Unieed OO Touu Gaitet 5 o
- enuuivies - enuntring " sounlries
Goods and services
Exports, fob 10 92 10.2 1.3 86 9.0 20 izo 140
Imports, fob -2 91 ~13.3 ~-29 —04 ~123 —39 132 —=17.1
Trade hslance ~3.2 0.1 —3.1 —16 —08 -9 4 ~19 -1 2 —31
Services 01 04 05 0.4 05 09 01 01 02
Totar, coons AnNp sgrvicEs —3 1 05 —2.6 1.2 {3 ~-15 -~} 8 ~11 2 9
Private donations 03 =] 02 03 -} 1 02 02 —_ 02
Private capital movements —0.1 =04 0.5 — 2 —{.2 — 0.6 -0 6
Special oilicial financing 02 04 ~{}.2 -2 02 —0 4 =02 —02 —0.4
Net errors and omissions — {6 06 01 =02 =01 — 0.3 g3
TovaL prErieir {~), ABOVE
1TEMS -27 10 =37 —-14 —190 —20 18 16 3.4
Compensatory official
financing:®
Multilateral settlements =20 20 — (.3 03 e =06 06 o
Other:
Grants and ciediis received 46 ~01 45 3.0 R 30 23 — 29
Sterling balances w05 =05 — 09 09 — 0.3 03
Dollur balances ‘

(increase ~) 41 — =01 ={}.3 - ={} 3 01 — -0
Other shortderm capital - 01 —01 — — — — 05 0.5
Monetary gold (increase —) 0z  —03 —01 —ld =02 1.6 03 02 0.5

Torar 27 1.0 3.7 10 10 20 18 1.6 34

Source: Internmtienal Monctary Fund, Befance of Paynients
Yearbook, vol. 4 {Washington, 1. Co.

S AMlinus sign indieates debit, Exclwding transactions wnder
the Mutual Defence Assistance Programme. DImports of mili-
tary equipment hy OEEC countries under 1his programme

amounted to 3500 million in 19530 and §$1,200 million in 1951
" Preliminary
“The convept of compensatory ollicial financing is discussed

in International Monetary Fund, Balance of Payments Year.
bool, 1938, 1046, 1047
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The increased over-all deficit of westein Lurope'®
was accompanied by a decline of some $800 million
in grants and ciedits received [tom the United States.
Moreover, there was an increase in net dollar pay-
ments to other oversea ateas owing to higher imports
from dollar countries other than the Uniled Stales,
and to the decline in multilateral translers ol dollars
to the Uniled Kingdom frem other sterling aiea
countries. Consequently, wherens OELC countiies had
added $1,900 million 1o their gold and dollar balances
in 1950, their balances were reduced in the amount

of $400 million in 1951

The over-all situalion set forth above represents
the composite result of sharp divergencies in the
developments in individual countries. In several cases,
notably Belgium-Luxembowmg, Denmark, western Ger-
many, the Netherlands, Norway and Sweden, there
were substantial improvemenis in balance of pay-
menls positions from 1950 to 1951. These improve-
ments were, however, overshadowed by-—and, indeed,
were parlly conditional upon—large increases in the
deficits of France and the United Kingdom and, to
a lesser extent, of Haly. The quantum of expoils of
all countries in the first group except Sweden increased
more than their imports. In Denmark and the Nether-
lands, this was partly the result of disinfiationary
domestic policies having the effect of limiling the
demand for imports?® In western Germany, imports
were held down by testrictions imposed for balance
of payments reasons early in 1951. In Denmark,
western Germany and the Netherlands, the zesulting
improvement in the real balance of trade more than
offset the effect of deterioration in their terms of
trade. In Belgium-Luxembourg, Norway and Sweden,

“The increase between 1950 and 1951 in private capital
outflow to “other non-OEEC countries” recerded in table 55
appeurs to be mainly the result of o statistical diserepuncy
between Urited Kingdom and United States balance of pay-
ments data. As indicated in the International Monetary Fund,
Balance of Payntents Yearbook, velume 4, the entries in the
United States column were based on United States halance
of payments slatistics, and those in the column f{or “other
non-OERC countrics” were residuals. The United Kingdom
balance of payments data contained in Cmd 8505 show a
change in private capital transactions with the dollar area,
frem an inflow of 8521 million in 1950, to an outflow of $64
million in 195]. United States balance of payments data, on
the other hand, show & net outflow to the United Kingdom
of only $49 million in 1950, and an inflow of $145 miilion
in 1951. While a significant portien of the differences in the
datp can he explained by transactions between the United
Kingdom and dollsar area countries other than the United
States, 4 considerable discrepancy undoubtedly remains after
allowing for this factor. Owing to the method of com-
pilation of table 55, by far the major part of the change
in the balance on privale capital account with the dollar
area reported by the United Kingdom is included under
#other non-QEEC countries”. According to Cmd 85305, private
capital outflow from the United Kingdom to non-loller non-
OLEC countries actually declined between 1950 and 1951

“ As indicated in chapter 1, the disinflatienary policies
tended to supplement other factors in causing a reduction in
impert quantwm in 1951/52 but their cffect on the quantum
of exporls is less clear.

on the other hand, the terms of trade improved,
owing to sharp increases in export prices of steel
( Belgium-Luxembourg) and wood products {Norway
and Sweden). For Sweden the improvement in terms
ol trade was more than sulficient to permit a consid-
erable increase in the quantum of imports, relative
fo expoils.

The deterioration of current trade balances in
Austria, France and Switzerland in 1951 was due
entitely to adverse developments in lerms of trade,
since the real balances of trade improved in all cases.
In Italy, Twkey and the United Kingdom, however,
real balances of trade deleriorated as well, owing
to large incieases in the volume of imports. As noted
pieviously, the imports of France, Italy and the
United Kingdom had fallen between the first and
second halves of 1950, so that these counlries were
compelled to replenish their stocks of imported goods
in 1951 al a time when impoit prices, especially for
raw materials, had risen greatly above the levels
which had prevailed up to mid-1950.

Belgium-Luxembourg, France, western Germany
and the United Kingdom were the countries most
affected by adverse changes in the balance of invisible
transactions. All four countries made substantially
higher payments abroad on lransport account, espe-
cially to the United States and, in the case of France
and the United Kingdon, to other western European
countries as well. France and the United Kingdom
also became liable for additional service on dollar
loans, and undertook larger military expenditures
overseas. In the case of the United Kingdom, where
the invisible surplus was reduced by $315 million
fiom 1950 to 1951, an additional major factor in
the decline was loss of revenues by the Anglo-Iranian
0il Company owing to nationalization of the petro-
leum industry in Iran. In western Germany, part
of the increased deficit on transport account was
offset by higher zeceipls from United Stales forces
stationed in the country.

Both France and the United Kingdom were also
affecled by substantial speculative outflows of private
capital, laking the form, particularly, of advance
payments for imports and of delays in the 1epatria-
tion of the foreign exchange proceeds of exports.

Entitely opposite developments on service and pri-
vale capital accounts occurred in a number of other
western Luropean countiies. There were significant
improvements in the net balance ol service payments
in Denmark, the Netherlands, Norway and Sweden,
largely resulting from the increased shipping services
performed for other countries and the rise in ireight
rates. In the Netherlands there was also a considerable
increase in investment income. The speculative capital
outflows from France and the United Kingdom had
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a counterpar! in corresponding inflows into other
countries, particularly Italy and Sweden. In the case
of Italy the large speculative inflow lemporarily cush-
ioned the pressure on the balance of payments result-
ing from the deterioration in current transactions
in goods and services.

While the OEEC eountries as a whole liquidated gold
and dellar assets in 1951 in the net amount of approxi-
mately $400 million, moest countries added to their
reserves, while the United Kingdem oflicial 1eserves
were reduced by $9G5 million. These opposite move-
ments were in parl interzelaled. Even such countries as
Belgium-Luxenibourg, Denmark, western Germany, the
Netherlands and Sweden, whose over-all balance of
payments improved in 1931, generally incurred larger
deficits with the doilar area than during the previous
year. In Denmaik and westein Germany, additions
to gold and dollar reserves in 1951 were made pos-
sible by a relatively high level of United States
economic aid, while in the Netherlands there was
some reduclion in reserves. In several countries, how-
ever, notably Belgium-Luxembourg, ltaly and Sweden,
increases in gold and dollar reserves in 1951 were
contingent upon lheir ability to earn dellars thieugh
the machinery ol the Ewiopean Payments Union
(EPU) in 1espect of surpluses wilh the [ranc or
stetling areas. In these cases, therelore, the rise in
reserves did not rellect an improvement in the dollar
balanee of payments of the countries concerned, but
was Lhe counterpart of the reductions in gold and
dollar holdings in France and the United Kingdom.

The halance of paymenis surplus of Japan in 1950
was {urther increased in 1951, Allhough there was
a latge expansion in the trade deficit resulling from
a much grealer rise in imports than in exporls, this
was more than offset by a higher surplus on invisible
transactions. The latter, in the main, reflected expendi-
tures hy United States armed forces and personnel
stalioned in Japan. A large pari of the inerease in
Japanese [foreign exchange earnings from both mer-
chandise exports and invisible items was associated
with special purchases by the Untted States in con-
nexion wilh hostilities in Korea. Japan, like several
of the western European countries, developed a large
surplas with the sterling area in 1951, Under a pay-
menls agreement with the United Kingdom, however,
Japan, from September 1951, lost its previous right
to convett sterling holdings in excess of £17 million
into dollars, and ils surplus was largely financed by

“In Pccember 1952, the Council of the Organisation for
Furspean Econamic Co-operation. while recognizing that cred-
Hlor countries in the Eurepean Payments Union had fulfilled
their obligations under the Code of Liberalization of Trade,
recommended that these countries, especially western Ger-
many and the Netherlands, increase their efforts to liberalize
trade. In addition, the Council recommended “that Germany
should take all necessary steps to speed up the liberalization
of invisible transactions; and that the Netherlands, in order

means of an increase in such holdings in the amount

of £56 million.

THE MOVEMENT TOWARDS BALANCE IN 1952

The main trends in the balance of payments of
western Furope in 1952 were, on the one hand, a
decline in the over-all deficit of the area as a whole
and, on the other hand, a tendency towards a nar-
rowing of the runge between the more extreme surplus
and deficit positions of individual countries.

The principal difficulty in the way of thege adjust-
ments was that they had to take place in a context
of slackening demand throughout a large part of the
world. As a result, the brunt of the burden of adiust-
ment was borne by deficit countries, the reduction
in whose imports had to be all the larger to com-
pensate for the tendeney of exporls to level off or
to falbt?

However, sevcral couniries adopted measures
to reduce their surpluses with the deficit countries.
For example, Belgium-Lusembourg, Italy and Por-
tugal raised the proportion of liberalized imports on
privale accoun! from other EPU countries to 90 per
cent, 99 per cent and 100 per cent, respectivelyt®
Italy reduced customs duties on imports by an average
of 10 per cent Belmium-Luxembourg and Portugal
restiicled imports from the dollar area so as to
facilitate the substitution of imports [rom western
Europe, and also look steps to bleck part of the
proceeds of exports to EPU countries, while Italy
and Switzerland instituted stricter conirol over the
observance of export quotas, prohibiting exports to
EPU countries of goods intended for re-export to
non-member countries. Exchange contrels were tight-
ened by several of the EPU surplus countries in
order to prevenl the inflow of speculative capital,
ard Belgium-Luxembourg took measures to encourage
capital exports. In the case of Japan, attempts were
made to substitule imports from the sterling area
for imports from the dollar area, while exporls to
the sterling area weie temporarily restricled early
in 1952, United Slates action to case the process of
adjustment in defieit countries included a speeding-up
of economic aid allocations and of military procure.
ments in weslern [urope, noted earlier,

The aggregale cuzrent deficit of OREC countries
in the first half of 1952 (table 56) was very markedly

to keep down its surplus within the union, should encourape
stockpiling, especially in the case of raw materials exported
from member countries and pssociated monetary arcas, and
ensure that the preatest possible use should be made of the
productive  resources of  the country”™ See Press Release
No. PRESS/A(52)87 of the Organisation for European Eco-
nomic Ce-operation, dated 9 December 1952

“ Portugal subsequently fowered the percentage of liberalized
imports to 85.
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reduced, compated with both the first and the second
hall of 1951, and was approximately equal to the
relatively small deficit recorded in the second half
of 1950. There were, however, lwo important differ-
ences in the character of the situation as between
the second hall of 1950 and the first half of 1952,
In the earlier period total tiade was expanding 1apid-
ly, under the influence of higher economic activity
and of accelerated inventory accumulation in a number
of countries in western Lurope and elsewhere, and
exports were rising [laster than imporis owing to
delays in inventory accumulation in eerlain coun-
tries, notably France and the United Kingdom. In
the fizst half of 1952, on the other hand, the level
of trade was tending to decline, for reasons previously
indicated, bul the value of imports was {alling more
1apidly than the value of exports,

The second chief difference between these two
periods concerns the positions ol individual countries
in the total balance of western LEurope. Belgium-
Luxembourg, western Germany and the Netherlands,
which had been in deficit in the second half of 1950
as a result of substantial inereases in imperts for
stocks, recorded substantial surpluses in the first half
of 1952, I'rance and the United Kingdom, hy contrast,
had achieved substantial surpluses in the second half

of 1950 since the rise in their impoits followed the
espansion in their expoits only alter some delay. In
the first half of 1952 both of these countries were
still in process of recovering from the large deficits
incurred in 1951, when the peak of their inventory
accumulation had been reached. The situation in
Italy was in several respects similar to that in France
and the United Kingdom, but the deterioration in the
balance of payments in the first half of 1952 was
largely the result of the fact that while Italian imports
from OEEC countries were almost completely freed
from restrictions at the end of 1951, exports were
sharply reduced as a result of import restrictions
imposed in the franc and sterling areas*

The greater degree of balance in the tiansactions
of western European countries in the first half of
1952, compared with the preceding half-year, is re-
flected in the fact that the deficits of the extreme debtor

wfn December 1952 the Council of the Orgenisation for
European FEconomic Co-operation recommended that “the
United Xingdom Government should consider how its import
regulations could be ndapted to mitigate the damage coused
to economic and commercial interests in France and Italy;
and that the French Government should take the same steps
as regards Italien interests™. See Press Release No. PRESS/
A(52788 of the Organisation for European Economic Co-
operation, dated 9 December 1952

Table 56. Balances on Current Account of OEEC Countries, 1950 to 1952
(Millions of United States dollars)

1950 1951 e
Country Fir—:: Second First T ;:mml i"’:f:f
half half half hatf half
Austria —116 -12 -103 71 -63
Belgivm-Luxembourg —55 —187 30 196 151
Denmarlk —55 45 38 25 -5
France® -1 111 ~185 548 20}
Germany, western -296 ~322 ~35 186 238
Greece —214 =107 167 102 0
Teeland —4 —2 —10 —1 11
Ireland -—53 32 -—120 52 =5}
Tialy —6% 50 112 —d8 —-162"
Netherlands --192 —86 —190¢ 158 125
Norway -GG 25 —14 31 35
Portugal —51 15 et -3 --35
Sweden 12 22 —35 211 i5
Turkey —29 33 33 —81 -12
United Kingdom 151 511 199 ~1,103 67
Toiar, OEEC countrins”  —1,168 —73 ~—1,205 —1,202 ~~93

Source: Organisation for Europesn Economic
Co-oporation, Europe—the Way Ahead (Paris),
December 1952, table 2.

® Current balance of France with foreign coun-
tries plus the current balance with its oversea

territories as calculated on the basis of Ministry

of Finance data.

¥ Provisional; based on foreign exchange con-
trol figures not strictly comparable with totals

for earlier periods.

¢ Excluding Switzerland.
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countries—France and the United Kingdom-—were
reduced, while the active balances of three of the major
surplus countries in the previous period—Belgium-
Luxembourg, the Netherlands and Sweden—were like-
wise lower. However, the reduction in the [Irench
deficit was the result of a rise in its surplus with the
franc area, rather than of any diminution in deficits
with other areas."™ Thus the data in table 56 do not
necessarily indicale any improvement in the Freach
balance of payments in the first half of 1952.

In the third quarter of 1952 there was probably a
further improvement in the aggregate current balance
of western Europe, since imporis declined 15 per cent
while the value of exporis fell only 9 per cent helow
the level of the corresponding quarter of 1951.

The majeor factor in the improvement in western
Europe’s cuirent account in 1952 was a favourable
movement in the terms of trade of countries whose
exports consist largely of manufactures® This was
due mainly to a decline in raw material import prices
while export prices for manufaciures continued to rise
until the early months of 1952 and then fell. As noted
previously, the terms of trade of weslern Lurope as a
whole had recovered by the third quarter of 1952 to
the level reached at mid-1950. In OEEC countries as a
whole, the entire improvement in the balance of trade
from the first nine months of 1951 to the correspond-
ing period of 1952 was attributable to developments
in prices, since the quantum of exports fell slightly
more than the quantum of imports, as indicaled in
table 57.5%

In weslern Germany the favourable development of
the texms of trade was large enough to cause a sizable
improvement in the current trade balance, notwith.
standing an adverse movement in the real balance
resulting from the liberalization of imports from the
beginning of 1952, In Denmark and the Netherlands
the continued effects of disinflationary demestie
policies were to be seen in a further improvement in
the balance of trade in real terms. In the United
Kingdom the main factors in an improved real
balance were the cessalion of large-scale inventory
accumulation, due in part te a tighlening of credit
facilities, and the impart restrictions imposed lale in
1951 and early in 1952. Although the terms of trade
were moze favourable to Japan in the firsl nine months
ol 1952 than in the corresponding period of 1951, the

* There was a substantial repateiation of capital, following
the capital flight of the end of 1951. Some of the capital
inflow was due to the reduction by the Freneh Government
of balances held by French banks in countries in the European
Puyments Union.

“ See table 45.

®The attributien of components in the chonges in trade
balarnces indicated in table 57 is 1o some extemt arbitrary,
but suffices to indicate the nature and order of magnitude
of the faclers involved

Table 57. Changes in Merchandise Trade Balancea
of OEEC Countries, Japan and the United States,
from 1951 to 1952
{Millions of United States dollars)

Change in
trade Of whick due to
balunce e —
Country and category 5;3;}' C;’;:‘{':i::n:" Charges i?l
o 1952 nf exporia ;ﬂ::: ;:g‘.‘
(l;,l‘::.l‘lll fr: : ,).'f i ;:: ;:{n?;’h values®
Countries with improving
current trade balances:
Austria 1 ~51 52
Denmark T 33 44
Germany, wesiern 250 ~82 332
Japan® 122 ~-18 140
Netherlands 514 472 42
Switzerland 118 92 26
United Kingdom 758 392 366
United States® 199 —211 410
All OEEC couniries 1,058 83 1,141
Countries with deterio-

rating cuarrent trade
balances:
Belgium-Luxembourg 26 —120 94
Franece 208 ~672 374
Ttaly 318 ~304 14
Norway ~7 5 —12
Sweden -G 52 3
Turkey 93 =910 —3

Source: United Nations Department of Economic Affeirs.

* Current merchandise trade balence of each country in
the first nine months of 1952 less the balance for the cor-
responding peried of 1951, Exports valued {ob. and imports
c.if, except fo.b. for the United States.

b Merchandise trade balance for the first nine menths of
1952 revelued at prices in the corresponding period of 1951,
fess current trade balance for the {irst nine months of 1951

© Figures show the net cficet on trade balances of changes
in the terms of trade and in the general level of prices;
obtained as a residun] of the first and second columns.

¢ Excluding special procurement by the United Stotes armed
forces and Mutual Sccurity Administration {{ormerly Economic
Cooperation Administration}, not included in the foreign trade
statistics.

® Excluding exports under the Muteal Security Program.

trend was adveise from the end of 1951 to the middle
of 1952, owing lo the {nct that textile export prices
receded from previous abnormally high levels more
rapidly than import piices.

Significant deteriorations in real balances of trade
occurred in  Belgium-Luxembourg, France, Italy,
Sweden and Turkey—sullicient, in the st two cases,
to outweigh the improvement in terms of trade. In
the case of Sweden it should be noted that there was
a marked deterioration in terms of trade in the
course of 1952, owing to the falling prices of wood
products. The same factor accounted for the negative
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effect of changes in prices in Norway. In France
the significant deterioration in the real balance of
trade was due in part to the fact that income and
production were continuing to rise, in part to heavy
imports emly in 1952 in anticipation of the restric-
tions imposed in February and March, and to the
effect on exports of sterling area import restrictions
and the rise in export prices.

The situation in the United Kingdom and the sterling

area

The improvement in the United Kingdom balance
of payments from 1951 to the first half of 1952 was
almost as greal as the deterioration had been from
1950 10 1951. A decline in imports together with a
1ise in exports brought the trade balance bask to
the level of 1950, as shown in table 58, notwithstand-

Table 58, United Kingdom: Balance of Payments, 1950 to 1952
(Millions of pounds sterling)

1951
liem 1210 1841 T 1042
Full Full Fiest Second Firpt
yedr yuar half Lolf Lalf
Impoits, fob . —2.372  —3,494 —1.646  —1,848 1,600
Exports and 1e-exports, fob 2,226 2,715 1,310 1,405 1516
THRADE BALANCE —146 —779 ~336 ~443 ~—84
Shipping (net) 120 120 80 40 49
Interest, pmﬁls and dividends (net) 126 98 80 18 45
Qther services 190 106 115 19 31
BALANCE ON GOODS, SERVICES AND
PRIVATE BONATIONS 290 —455 61 ~394 41
Sales and redemption of non-sterling
investments 64 36 17 19 16
Other private cupltal movementst ~57 —285 —1585 130 —24
Repayment of United States and
Canadian loans . 37 —51 —14 —37 —3
Other special official financing® . -5 -1 -3 2 13
ToTAL, SURPLUS, OR DEFRICIT () 255 756 —216 —540 17
Compensatory officiul financing:*
Changes in sterling balances:
Sterling ares countries | 384 63 371 308 —231
Non- Sterhng area countries’ —104. 36 53 -17 —154
European Recovery Program and
defence aid grants, less United
States share of counterpart® 239 72 44 28 60
United States and Canadian loans 20 5 5 e 17
Drawing rights and EPU ecredht, or
debit (—) —176 246 ~34 280 61
Other loans (net) —14 —37 —32 -5 —4
Use of International Monelary Fund
resoutces {net) — —10 -10 — —
Changes in reserves:
Gold and dollars —576 344 203 547 232
Other enrrencies 28 37 22 15 2

Source: Internatienal Monetary Fund, Interna-
Honal Financial Stetistics, November 1952, page
iii; United Kingdom, Balance of Payments, 1949
to 1952, Cmd B666 (London).

* Exeluding overscas earnings of United King-
dom insurance, shipping and oil companies,

"Includi:zg overseas Lransactions of Dritish oil
companies (other than La;):ml expenditure), in-
surance and civil aviation earnings, private dona-
tions and non-monetary gold movement. Exclud-
ing relief and rehalbilization and colonial grants,

¢ Including errors and omissions; these indi-
cated in 1950 an inflew of about £10¢ million
from the dollar area and a small outward move-
ment to other areas; in 1951 an outflow 1o OBLEC
countrics with a small inward movement Irom
the dollar area; and in the first half of 1952 am

inftow approaching £100 million

* Including relief and rehabilitation and colonial
grants

< Thie concepl of compensatory official financing
js discussed in International Monetary Fumd.
Balance of Payments Yearbool, 1938, 1946, 1947

¢ Excluding linbilities to the dollar area and
movements due to the revaluation of United King-
ddoan liahilities to certain eountries since 18 ‘wc[}
tembrer 1919

* Including net receipts of £34 million in the
sccond hall of 1951 and £83 million in the first
Lalf of 1952 under the “Katz-Gaitskell agree.
meat”, for the reimbursement of United Kingdom
gold and dellar payments to the European Pay-
ments Union arising from the use of sterling
balances by net debtors to EPU (see Cmd 8020)
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ing the rise in prices since that year.™ In addition,
the cessation, o1 even reversal, of speculative outflows
of privale capital brought considerable relief to the
capital account.™

Notwithstanding the over-all surplus of the United
Kingdom in the first half of 1952 and the receipt of
subslantial defence aid from the United States, it
continued to be necessary to draw upon gold and
dollar reserves as well as upon the line of credit
from the uropean Payments Union. For although
the United Kingdom expoit balances with the rest
of the sterling area and with South America in the
furst half of 1952 more than offset the deficits incurred
with other areas, the former surpluses were financed
mainly through reductions in sterling liabilities rather
than by receipis of convertible exchange, since many
countties in the oversea sterling area and in Sonth
America were themselves in deficit with the dollar area
or with the EPU area, or hoth.

The difliculty of adjustment in the United Kingdom
was enhanced by the fact thal exporls, as well as
imports, tended to {all after the beginning of 1952.
In addition, though there was some improvement in
the service account, compared with the second half
of 1951, the balance of services was still much less,
favourable than in the first half of 1951, owing not
only to loss of revenues from the sale ol Iranian oil
but alse to the decline in returns on oversea invest-
meats on account of the drop in sterling area raw
malerial prices. The shipping account, mereover, con-
tinued to reflect relatively high imports of such com-

“The reduction in the deficit on merchandise trade be-
tween the first ball of 1951 and of 1952, according to the
balunce of payments data conteined in tasble 58, amounted
to £252 million. On the other hand, the reduction in the
merchandise deficit as recorded in United Kingdem, Trade
and Navigation Accounts {(London), was only £76 million.
Port of this difference is probably accounted for by the fact
that imports are recorded c¢if. in the trade returns and
foly in the balance of payments. Thus while, according to
the balance of payments, imports declined slightly, from
£1,646 million in the frst hal of 1951 to £1,600 million in
the first half of 1952, outpeyments on shipping account in-
creased  {rom L1300 millien to £182 midlion. Most of the
remaining discrepancy is probably accounted for by differences
in timing. United Kinpdom balance of paymesnis transactions
are recorded gt the time of a change jn ownership of goods.
For a large propoertion of imporls this eceurs in the country
of erigin, ¢ither before or at shipment. For United Kingdom
exports, on the other hand, the transfer of ownership is
assumed to take pluce on or after arrival in foreign ports,
In the trade returns, however, exports and imporis are recorded
approximately i the time of departure or arrival, respectively,
of the goods concerned. These differences in timing are of
considerable importance in a period of rising or falling trade.
For example, in the fizst ball of 1952, when exports and
imports were tending to full, exports were substantially higher
in the balance of payments data than in ke trade returns,
and imports lower.

™ See footnote ¢ to talde 58.

* Part ot this improvement refleeted the foct that the service
of the Canndian and United States loans of 1946 fell due at
the end of the year.

modities as grain and timber, a considerable part
of which was carried in foreign vessels.

The improvement in the dollar balance of the United
Kingdom in the first half of 1952 was much less
than in the over-all balance, as shown in table 59
Although imports from the dollar area were lower
than in the latter half of 1951, they were still con-
siderably higher than in the first half of that year.
Experts, including special sales of rubber, tin and
lead to the United States early in 1952, valued at
$35 million, rose less than imports between the first
half of 1951 and of 1952. On capital accounl, private
owners of sterling in North America continued to
convert their holdings inte dollars. On the other
hand, the sharp decline in the net outflow of private
capital from the second half of 1951 to the first
half of 1952 may reflect the fact that delays in
repatriating dollar proceeds and the acceletation of
payments for dollar imports which had eccuiied in
the second half of 1951 were coming to an end.

The improvement in the dollar balance of the over-
sea sterling area was relatively small. Impoils re-
mained at the relatively high level of the second half
of 1951, while the recovery in the value of exporis
was limiled, owing in part to a [all in the prices of
sterling area raw malerials. An increase in gold sales
to the United Kingdom, pauticularly by the Union
of South Africa, which made a special sale of %28
millien in March 1952, contributed some two-filths
of the total improvement in the dollar balance ol
the oversea sterling area from the second half ol
1951 1o the first half of 1952 The restriclions on
imports of dollar goods imposed by independent mem-
bers of the sterling area carly in 1952 had taken
only partial effect by the middle of the year, so that
the dollar deficit of these countries taken together
was slightly higher in the first half of 1952 than in
the previous half-year.

Although the sterling area deficit with the European
Payments Union in the first hali of 19532 was much
less than one-half of the corresponding defieil in the
second hall of 1951, the gold paymenls falling due
increased. This was a result of the [act that as the
sterling area progressively used up ils quota in the
European Payments Union, increasing proportions of
gold paymenls and decreasing proportions of credit
were required lo finance additional deficits. By May
1952 the sterling area had passed the limil of its
quota and was paying [ully in gold in respect of
all additional deficits with EPU countries, This de-
terforalion was offset only in part by an improve-
ment in the balance of gold and dollar transactions
with other non-dollar, non-sterling countries.

While the net gold and dollar deficit of the sterling
area was still at an annual rate of over 1,700 mil-
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Table 59. United Kingdom: Balance of Payments with the Dollar Area, 1950 to 1952
{Millions of United States dollars)

1951

Item 1950 1951 - e 1852
Full Full First Secand First
year year half helf lialf
Imports, fob ; —1,203  —2,046 —851 ~1,195 —Q4R
Exports and 1e-exports, fo.b. 865 1,068 526 542 541
TRADE DALANCE —338 —078 —325 —653 =457
Shipping {(net) . . ‘ 28 —7 13 —20 1
Interest, profits and dividends (net) 37 —71 30 =101 20
Other  {including private donations,
net} 22 ~230 —33 203 —14G
BALANCE ON GOODS, SERVICES AND
PRIVATE DONATIONS —295 1,292 ~315 —077 —582
Sales and 1edemption of investments 67 &7 30 17 33
Other private capital movements 458 —137 57 =194, )
Repavment of United States and
Canadian leans —103 ~-143 41 ~102 - !
ToraL, sunpeLus, OR pEFICIT (™) 127 1,525 —269 1,256 562 i
Compensatory official financing® |
Multilateral settlements in gold and
dollars:"
‘With sterling area countries 763 501 566 -5 32 0
With other non-dollar countries -3 —i58 135 ~293 336 }
Other:
ERP and defence aid grants, less
United States share of counterpart 670 203 122 81 168
United States credits s 14 14 o 48
Canadian credit . ‘ 45 p— — — —
Change in gold and dollax .
Teserves . —1,612 965 ~-568 1,538 650

Source: Internationzl Monetary Fund, Interna-
tional Financigl Statistics, November 1952, page
ifi; United Kingdom, Balence of Payments, 1949
te 1952, Cmd 8666.

*The concept of compensetory official financing
is discussed in International Monetary Fund,

lion® in the frst half of 1952 as a whole, thete was
an improvement in the situation from the fust to
the second quarter of 1952. In the first quaiter there
had not yet been time for the import restrictions
imposed at the end of 1951 and the beginning of
1952 to take effect, In the second quarter, however,
imports fell sharply. United States exports of non-
military goods and services to the sterling area as
a whole (including the Unien of South Africa)
declined from $938 million in the first quarter to
$669 million in the second quarler, the decieases
affecting particularly the United Kingdom and the
independent members of the sterling area. Thus in
the second quarter the United Kingdom, as well as
the dependent lerritories, was actually in surplus with
the United States on current Lramssctions in goods
and services, excluding military aid, while the deficit

® Fxcluding United Kingdom net receipts from the United
States in connexion with defence aid {grants and loans).

Balance of Payments Yearbook, 1938, 1046, 1947,

b Figures for gold transactions are net avail-
able separately. The movement in reserves has
been attributed to the doliar area, and other
transactions have been included with multilateral
settlements in dollars,

of other sterling area countries had been very sub-
stantially reduced. Even without taking into account
defence aid 1eceived in the second quarter, the stetling
area as a whole was in surplus with the United States.
The residual dellar deficit remained, net with the
dollar area, but with the European Payments Union
area. It was in these circumstances that, in August
1952, the United Kingdom instituted, for a brief
period, a system whereby 1aw materials might be
imported for dollars from the dollar area and resold
to western Furope for sterling. The scheme was of
short duration, since there could be a net dollar gain
to the United Kingdom only so long as monthly
deficits and surpluses with the Tuiopean Payments
Union had to be settled fully in gold. It was evident,
however, in view of the import restrictions against
western Luropean goods previously imposed by the
United Kingdom and oversea members of the sterling
atea, that the cumulative deficit with the European
Payments Union would be reduced below the point
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at which a hundred per cent settlement in gold was
required. By September 1952 the United Kingdom
gained its first surpluses in the European Paymients
Union since May 1951; and in the second half of
1952, the dollar accounts of the sterling area as a
whole showed a deficit of only $53 million, taking
into account the service of $181 million on the
Canadian and United States loans of 1946, but not
including as a receipt Uniled States net economic aid,
which amounted to $214 million™ in that period.

Geographical distribution of the external balance of
continental western Europe and [fapan

The aggregate current deficit of continental western
Europe™ with the rest of the woild was 1educed
from nearly $900 million in the Arst half of 1951

“Including net receipts of $38 million under the Katz
Gaitskell agreement. See fostnote g to table 58,
“ Continental OEEC countries, excluding Switzerland.

to only %50 million in the second half of that year
and to $100 million in the first half of 1952. In
the second half of 1951 an increase in the deficit
with the dollar area was accompanied by a movement
{rom deficit to surplus in transactions with the sterling
area. In the first half of 1952, these trends were
reversed—Dboth the deficit with the dollar area and
the surplus with the sterling area weie reduced. In
addition, surpluses with the oversea franc area and
with South America increased considerably.

While the balance of trade of continental OEEC
countries and their dependencies with the United
States and the United Kingdom deterjorated from
the first half of 1951 to the first half of 1952, as
shown in table 60, there were offsetting improvements
in the service accounts. With respect to the United
States there weie significant increases in net receipts
on lravel account and from expenditures by United
States armed forces in western Ewope, more than

Table 60. Balanee of Payments® of Continental Western Europe® with the United States and the United
Kingdom, 1951 and 1952

(Millions of United States dollars)

1051 First half

1951 Second hulf 85N First half

frem ‘ Unired United med .md
Suates Kingdom States Kingdom States KNingdom
Impoits, fob. —1,625 —1,022 —1,631 946 -1,662 1,425
Exports, {oh. 983 1.218 865 1,372 939 1.173
TRADE BALANCE G642 196 —766 426 —723 148
Transport (net) ‘ —104 - =199 87 —124 87
Income on invesiments (net) -7 22 -5 25 -1 34
Travel (net) . 41 42 79 67 65 17
Other services {net)* 17 193 100 154 130 -G8
Private donations (net) 71 G 74 3 66 3
BALANCE ON 6O0DS, SERVICES AND
PRIVATE DONATIONS —624 73 =717 454 —587 191
Private capital movements {net)? 2 99 26 98 10 —56
Government leans and repayment {net) 20 —17 =74 ~48 110 =14
Torat, sunrrus, on nerteir () —602 146 - 765 504 467 121
Compensatory official financing:*
United States granis and EPU debits, or
credits {—) 1,030 95 816 784 540 —171
Oiher loans (net) — 62 — — - —_
Change in gold and dollar assels, in-
crease () —200 104 132 199 —118 --350
Change in sterling assets. etc, in-
crease (—)° | . — —~140 o G — 157
Maiilateral settlements® —228 —266 81 484 45 244

Sowrce: United Sates Department of Conunerce. Balance
of Payments of the United Siates, 1949-195] and Survey of
Current Business, December 19523 United Kingdom, Balance
of Payments, 194 1o 1932, Cmd 8666,

" Excluding imports of militmy goods and scrviees under
the Mutual Delen¢e Assistance Programme.

*Including dependencies of continental western European
countries.

“ Inclading, in the balence with the United Kingdom, trass.
actions with oil companics

*Errors and omissions are ineluded with “multilateral set-
Uements” n the balance with the United States and with
“privale capital movements {aet}” in the balance with the
United Kingdom.

* See footnote ¢, table 38

* Including changes in United Kingdom official holdings

of OEEC currencies.
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offsetting the adverse movements both en merchandise
trade and on account of transport—the latter resulting
largely [rom the higher imports of coal in the fust
half of 1952, In :clation te the United Kingdom,
the main factors in the changes in service transactions
were the higher receipts from shipping and the re-
duced payments to British oil companies.

On capital account, there was an increase in gov-
ernment Joans from the United States, partly offsetting
the reduction in grants-in-aid, and a reversal of the
inflow of speculative capital from the United Kingdom
which had oceurted in 1951, as noted earlier.

Notwithstanding a considerable reduction in United
States economic grants, the amount of that aid was
more than sulficient, in the first half of 1952 as in
1951, to finance the deficit of continental western
Eutope wilh the Uniled States—as well as to permit
some additions to gold and dollar reserves. More-
over, as already noted, substantial additions to gold
reserves 1esulted from EPU settlements with the
stetling area in the first half of 1952, compared with
the net ontflow of gold which had occurred in the
first half of 1951 when continental western Europe
had been in deficit with the sterling area as a whole.

There were wide fluctuations in the balance with
the oversea sterling atea. In the first half of 1951
continental OEEC countries and ther dependencies
were in deficit with the oversea sterling area in the
amount of $336 million, reflecting a relatively high
level of imports of sterling area primary commodities
at the peak prices of the raw material boom. In the
secand half of 1951 there was a decline in the 1ate
of inventory accumulation in most continental western
European countries other than France, while the prices
of imported raw materials from the sterling area
fell. At the same time western Europe increased its
exporls to oversea sterling area countiies whose in-
come and foreign exchange resources had risen during
the raw malerial boom. As a result, the deficit of
the frst half of 1951 was replaced by a surplus of
%246 million in the second half By the first half of
1952, however, the peak of demand for impoits in
the oversea sterling area was likewise passed, and
in addition several countries in that area imposed
fmpoit restrictions. The surplus with the oversea
sterling area was thus reduced to $50 million in the
first half of 1952

In the third gquarter of 1952, a reductien in
impotts from the United States, including particularly
a mote than seasonal drop in imports of agricultural
products, enabled continental western Europe to
eliminale its deficit with the United States on current
transactions in goods and services, excluding military
aid. Consequently, continental western Europe was
able to add the entite amount of cconomic aid from

the United States to its gold and dollar reserves,
which increased, as a result of lzansactions with the
United States, by $390 million in the third quarter of
1952 alone.™ Continental western Europe conlinued,
in that guarter, to receive gold settlements from the
sterling area in respect of its EPU deficils, while
substantial dollar payments were accruing to the
Netherlands in settlement of surpluses with Indonesia

By the last quatter of 1952, however, continental
western Europe was beginning to repay to the stetling
atea part of the gold and dollars previously earned
from surpluses with that area. The re-emergence of a
deficit with the sterling area was the 1esult not only
of the sterling area import testrictions but also of
purchases of dollar commodities from the United
Kingdom under the scheme referred to earlier in
connexion with the analysis of the United Kingdom
balance of payments.

There were Iwo further developments of some
significance in the oversea balance of payments of
western Europe in 1952, In the first place, thete was
a continued inciease in the suiplus of France with
its oversea territories simultaneously with a deteriora-
tion in the French balance with other areas. A sharp
increase in the trade surplus with the oversea terri-
tories, resulting from large-scale I'rench investment
in the French Union, was partly offset by a 1ise in
the deficit on invisible transactions owing to increased
expenditure under the metropolitan budget for salazies,
purchase of equipment and military aid to Indochina
in 1952, Thus the curvent surplus of metropolitan
France with the oversea territories rose from $125
million in 1950 to $237 million in 1951 and was
expected to reach over $400 million in 1952.%°

There was, secondly, a substantial accumulation of
commercial arremis to western Europe in 1952 by
certain South American countities, especially Aigentina
and Brazil, owing to a larger decline in imports into
western Lurope than in western Kurope’s exports.
The fall in imports resulted partly from supply dif-
ficulties, notably in Argentina, and partly from the
relatively high prices of certain South American
products. Several countries reacted to this situation
by restricling exports, or export credits, to certain
South American countries.

In Sweden, wheie substantial non-liquid claims had
accumulated against Argentina, it was decided to
institute, as from October 1951, a system wheieby
licences for exports of goods to Argentina were
granted by the Swedish Trade Commission only on

® Fxeluding the increase of about $100 million in dollar

assots of the Bank for International Settlements and the
Eurepean Payments Union.

® Organisation for Turopean Economic Co-operation, Europe
—the Way Ahead, December 1952, page 252
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condilion that 10 per cent of the Lo.b. export value
should be paid to the Commission. These receipts
weie used to subsidize purchases of high-priced goods
from Argentina. In addition, it was reported in 1952
that certain triangular arrangements had been com-
pleted on the basis of private contracts, providing for
the re-export by Swedish exporters of Argentine com-
modities. In the case of weslein Germany, where the
rise in claims against Brazil was particularly sharp,
a system was inhoduced whereby exporters were
allowed to sell cruzeiros at a discount on the free
market® 1o importers who were thereby enabled to
purchase goods in Brazil at a lower price in German
maiks than had obtained previously. As a result of
difficulties of this type, the value of western Europe’s
trade with South America was 1educed by the third
quarter of 1952 to only three-filths of the level of a
year carlier,

The external balance of Japan appears to have
improved in the first nine months of 1952, as a whole,
owing to a fall in the value of imports. However,
there was a considerable deterioration in its position
in the third quarter, laigely as a result of restrictions
on Japanese exports to the sterling area, designed to
limit the rise in non-convertible holdings of sterling,
and of impoit resttictions applied by the sterling area
and other countries.

Thus the smplus with the sterling area, which had
been a leading leature of the Japanese balance in
1951, disappeared, and Japanese sterling balances
began to decline. In October 1952, Japanese restric-
tions on shipments o the sterling area were removed.
Special purchases by the United States in connexion
with Korean hostililies continued, however, to maintain
the dollar smplus of Japan, and dollar reserves Tose
substantially during the fust three quarters of 1952,

It has been noted above that improvements in the
over-all balance of payments on current aecount in
1951 or the first half of 1952 were associated in a
number of countries with disinflationary policies
adopted by certain governments. This was nol the case,
however, with respect 1o the dollar balance of trade,
which deteriorated significantly in the first half of
1952 in most western Buropean countiies. On the
whole, the incieased imbalance in western Europe’s
trade with the United States in the Rrst half of 1952,
compared with the ecorresponding period of 1951,
cannot be ascribed 1o changes in over-all demand
pressures in western Furope, since these pressures
were, in general, reduced in 1952 compared with 1951,
while economie activily in the United States 10se, and

® The Bank Deutscher Linder decided to convert only 20
per cent of the amount payable to German exporters at the
officiel rate of exchange in the case of new contracts con-
cluded with Brazil after 4 September 1952, and 50 per cemt
in the case of carlier contracts, the remainder being eredited
te = special account, convertible only at free market rates.

unemployment in  thal vountry was ryeduced to
unusually small proportions.

Thus, for example, as indicated in table 61, the
United Kingdom was among the countries®? reporting
the largest incieases in the value of exports to the
United States in the first hall of 1952 while the
exports of Belgimm-Luxembourg~-where unemploy-
ment was much higher than in the United Kingdom—
declined sharply.®® In general, the countries whose
exports to the United States either did not increase
or actually declined between the fiust half of 1951
and of 1952 were those affected by a slackening in
United States demand for particular commodities—
such as wood-pulp (Norway and Sweden), steel (Bel-
gium-Luxembour g, France and western Germany) and
alcohol (France)——rather than those experiencing the
greatest pressure of domestic demand upon available
resources.

®The very large percentage increase in Danish exports
corresponds to o rise in value of less than $4 millien, cone
sisting largely of mest and fish products. Denmark was the
only country listed in tabie 61 showing a hisher ratio of
exports o imperts in trade with the United States in the
fiest half of 1952 thun in the first hall of 1951, It should be
noted, however, thar even in the first hall of 1952 this ratie
was 27.9 per cent for Denmark compared with 356 per cent
for ail OEEC countries taken together,

“The contrast between developments in the exports of
Belgium-Luxembourg and of the United Kingdom to the United
States is mecounted for only in pait by special sales of rubber
and tin by the United Kingdom. Excluding these sales, United
Kingdom exports 1o the United States rose approximately
4 per cent from the first helf of 1951 to the first half of 1952

Table 61. Changes in Trude of Western Europe
with the United States, 1951 1o 1952

(Percentage change from 1951)°

Expurts Imports

1o the from the
Countryh Vaited United
: States Stares

(F'ereentage increase. or
drerease (=) fn walue)

Denmark 44 1
Netheslands 19 22
United Kingdom 17 29
Italy 16 47
Austria 7 6
Switzezland 3 -3
Germany, western — 16
Norway 4 10
Sweden 26 15
Belgium-Luxembourg —28 11
France —38 26

Source: United Nations, Direction of International Trade,
Statistical Papers series T, vol. I, No. 5/6, October 1052,

* From the first half of 1951 to the frst half of 1952,

"In descending order of 1he percentage increase in the
value of exporis.
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With respect to imports from the United States,
likewise, it will be seen that some of the countiies
which had the largest increases were countiies whose
expotts to the United States rose most. Here again the
rise in the dollar imports of individual countries
reflected not so much the extent of over-all domestic
demand pressures but rather certain special factors
affecting the demand for particular commodities. Thus
certain of the important textile producing countiies
{Belgium-Luxembourg, [taly and the United Kingdom)
increased their imports of raw cotton compared with
the first half of 1951 when there had been export
restrictions in force for 1aw cotton in the United
States. France increased its imports of grain from the
United States as a result of the relatively poor harvest
in 1951, Coal shipments by the United States to several

countries, notably Denmaik, France, western Ger-
many and Sweden, were also higher in the first half
of 1952 than in the corzesponding period of 1951,
owing to shortages in western Europe created by the
greater 1ise in industiial activity than in coal produc-
tion in 1951.% Finally, part of the rise in United
Kingdom imports reflected special deliveries of sieel
from the United Slates, designed to relieve the steel
shoitage referred to eatlier. These developments serve
e emphasize the specialized character of trade between
ithe United States and western Furope, and also appear
to suggest that the dollar balance of trade of western
Furope may nol he as sensitive as the over-all balance
to changes in the level of aggiegate inteinal demand

% United States coal shipments to western Europe fell sig-
nifieantly in the second hall of 1952




Chapter 5

INTERNATIONAIL TRADE AND PAYMENTS OF PRIMARY

PRODUCING COUNTRIES

Primaiy producing countries’ experienced a number
of difficuities after mid-1951 resulting from the fact
that their exporl cainings levelled off at a time
when they were importing increased quantities of
goods al rising prices. The 1eduction in their average
level of export earnings in 1951/52% as compared with
the previous twelve months was due to the slackening
of inventory accumulation and of certain branches of
manufactuting  activity in  industrialized counlries.
Initially, the dechine in the quantum of expoils was
even larger than that in unit values. Since the fourth
quarter of 1951, however, the quanium has moved
steadily upwards, and decreases in earnings have been
attributable to the downward movement in unit export
values which has been in progress in most countiies of
the group. Not all primary commoditics suflered from
the drep in demand in 1951/52; whereas export
earnings derived from commodities such as collon,
wool and rubber fell, receipts from the export of
other raw materials and most food products were
maintained ot increased during the year. The declin-
ing trend in exporl receipts of primavy produceis con-
tinued into the lalter part of 1952,

Although total exporl cainings of primary produc-
ing countiies in 1950/51 weie in money value only
3 per cent less than in the preceding year, in teims
of putchasing power over imporls they wete some 14
per cent lower. In spite of this, the value and quantum
of these countries’ imports, which had begun to rise
in the second half of 1950, continued o increase
throughout 1951 and the first quarter of 1052, The

expansion was halted in the second quarier of the
year, and in the third quarter a substantial contraction
occurred. For the twelve months from mid-1951 the
value of imports was 24 per cent larger than in the
preceding year; higher import prices and nn expansion
in the quantum contributed in nearly equal measure
to this increase.

Imporls of non-food consumer goods, especially of
textiles, rising sharply in 1950/51, levelled off late in
1951 and declined in 1952. Capital goods imporls,
on the other hand, 1ose continuously from mid-1950
and attained a record level in 1951/52.

Rising payments for imposts in the face of declining
export earnings resulted in a shift in the over-all prade
halance of primary producing countries, from a surplus
of $2,900 million in 1950/51 to a deficit of $4.800
million in 1951/52. This deterioration in the tiade
balanee was greatest for a number of countries in the
oversea sterling area and in Latin America. In contrast,
the trade balance of Canada improved significantly.

The change in the trade balance of the group of
primary producing countries, excluding Canada, was
accompanied by only a slight inciease in inflow of
foreign capital. There was accordingly a shift from
an accumulation of gold and foreign exchange assels
in 1950/51 to a decrease in such assets in 1951/52.
The increase in import prices which occurred in the
meantime 1educed the purchasing power of such
holdings as of mid-1952 to well below the level of
June 1950

Fluctuations in Export Earnings

In 1951/52, twotal export esinings ol primary pro-
ducing countries were 3 per cenl below the high level
of the preceding year, when the dollar value had
been 42 per cent above the snnual rate of the fust
half of 1950. The purchasing power of these eainings,

ncluding countries of Asin {except Japan and muinland
China), Africa, Latin America aml Occania; and  Canada,
Tinland, Spain and Yugoslavia

*Throughout this chapter, unless otherwise stated, 1950/51
?n{l 1951752 refer to the twelve-month periods beginning in
uly.
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however, was substantinlly reduced by the upwaid
trend in import prices. More significant than the slight
decline in average level was the change in the trend
of exporl eainings. In 1950/51, as shown in table 62,
the trend of export earnings had been upward; earn-
ings reached a peak in the second quarter of 1951
In 1951752, alter an initial decline from this peak
level of about 13 per cent, the trend in earnings,
although somewhat irregular, was moderately down-
waid.
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Table 62. Indices of Current Value, Quantum
and Unit Value of Exports of Primary Producing
Countries, 1950 to 1952

(First half of 1950==100)

Periad Carrenc Quanzum Unit

valugd valusb
1950 Thizrd quarter 118 106 111
1950 Fourth quarter 139 115 120
1951 First quarter 154 113 136
1951 Second quarter 158 114 139
1951 Third quarter 137 102 134
1951 Fourth quarter 1432 104 137
1952 First quarter 139 107 130
1952 Second quarter 132 109 121
1952 Third quarter 129

index, 1951/52 (1950/51=100) 97 94 103

Source: United Nations Depertment of Economie Affairs;
vstinales based on national trade statistics.

* Including countries of Asis {except Jupan and mainland
China), Africa, Latin America and Ocesnia; and Canada, Fin-
land, Spain and Yugoslavia,

"Velued in United States dollars,

Immediately following the outhreak of hostilities in
Korea there had been a widespread increase in the
demand of industrialized countries for primary com-
modities. Expectations of impending shortages led
manufacturers to attempt o lay in stocks of key raw
materials and stimulated consumers to purchase du:-
able goods in excess of current requirements. There
was speculation on the part of those expecting eventual
price rises while at the same time requirements for
strategic stockpiles weie increased. These factors,
together with an increase in demand for food asso-
ciated with the higher world level of income, accounted
for a 40 per cent rise in the total value of exports of
primary producers compared to a 1ise of 30 per cent
in exports of industrialized countries. In 1951/52,
while exports of industrialized countries increased hy
another 20 per cent, as shown in table 63, exports
from primary producers declined slightly, The import
demand for raw materials, which form the major part
of the exporls of primary producers, fell despite the
fact that the world level of industrial production was
above that of the preceding year. This reduced demand
probably represented 2 1eaction to some of the over-
buying of raw materials during the preceding year,
and also 1eflected the decline in textile production in
industrialized countiies. However, in view of the high
levels of income in industrialized countries, impoits
of food products from primary producers were main-
tained and in some cases increased.

The changing character of world demand affected
individual exporting countries differently. In 1950/51
almost all primary producers experienced an upward
trend in their export earnings, but the rate of increase

varied widely from countiy to couniry. This was due
principally to the uneven 1ise in the prices of indi-
vidual commodities during the boom period subsequent
to mid-1950. In 1951/52, while a large number of
counlries continued lo record higher export arnings,
another large group had ireduced earnings from
exports. The countries most adversely affected included
those which had experienced the largest increase in
expo:t earnings in the previous vear. In conliast, coun-
lries with higher earnings in 1951/52 included those
with the most modest increases in 1950/51. These
movements reflected in part the above-mentioned dif-
fering trends in food exports and non-food exporis.

The 3 per cent decline in the dollar value of exporls
of primary producers resulted from a 1ise in average

Table 63. Direction of Exports of Primary Pro-
ducing Countries and Industrialized Countries,’
1950 to 1952

(Theusand millions of Uniled States dollars)

Exparts fram

Ezports to Primary Indus.
prmfucl:ug lriu!:’:c:d Tatal
ranntries couRinies
Primary producing
countries:
1950 Fiist half 3.64 6.95 4.59
1950 Second half 3.56 796 1152
1951 First half 4.03 9.97 14.00
1951 Second half | 4.13 1145 1558
1952 First half 3.65 1120 14.85
Index, 1951/52
(1950/51=100) 102 124 119
Industrialized countries:
1950 First half 7 44 6.08 14.12
1950 Second half 921 778 1699
1951 First half 1166 964 21.30
1951 Second half 1007 10.13 2020
1952 First half 1025 9.82 20.07
Index, 1951/52
{1950/51=100) 97 115 105
Torar:
1950 First half 10.08 1363 2371
1950 Second half 1277 15 74 28 51
1951 First half 1569 1961 35.30
1951 Second half 14.20 2158 3578
1952 Fhst half 1390 2102 34 92
Index, 1951/52
{1950/81==100) 99 121 111

Souree: United Nations Department of Economic Alairs;
estimates hased on mationel trade statistics. The data in this
table do not correspond exactly with those in tables 62 and
65 since the values in this table exclude trade with eastern
Europe and mainland Chinz as well as the trade of a number
of countries the geographic destination of whose exports is
not known. They de net correspond with data in table 73
because of differences in country coveiage.

*Tor primuary producing countiies included see footnole @
to table 62. Industrialized countrios include the United States,
OEEC countries and Jupan,




Chapter 5. Primary producing countries

107

unit values of 3 per cent and a drop in the quanium
of exports of 6 per cent. The movements during the
year which gave rise to these changes in price and
quantum were quite dissimilar. The initial decline in
the value of exports in 1951/52 had resulted more
from a drop in quantum than in unit values, There-
after, there was a steady recovery in the quantum of
exporis towards the peak levels attained in the second
quarter of 1951. The trend in unit values during the
greater part of 1951/52 was, on the other hand, down-
ward, unit values in the second quarter of 1952 being
13 per cent below the peak levels which had prevailed
twelve months earlier.

This mevement in unit values 1eflected, with a time
lag, the pronounced changes in the prices of a number
of primary commedities in international markels. In

the second and third quarters of 1951 there was a
sharp fall, from a level about twice that prevailing
immediately before the suthreak of hostilities in Korea,
in price quotations for a number of industrial materials
including, as shown in table 64, textile fibres, rubber,
tin and copra. These commodities showed the greatest
amplitude of fluctuation, both in the upturn of prices
following mid-1950, and in the subsequent downturn.
The decline in the prices of these commodities as
well as in these of lead, zine and sisal, which began
somewhat later, was continuous into the third quarter
of 1932, except for a brief rally at the end of 1951.
The prices of copper, aluminium and petroleum, which
had 1isen more moderately afller mid-1950, remained
stable or increased only slightly during 1951/52. Food
prices moved more steadily than those of most indus-

Table 64. Indices of Prices of Selected Foods and Raw Materials in Principal

Markels, 1950 1o 1952

(Based on prices in national currencies}

nsn
1950 1051 o 152 s, Froe
Commadity and country -5:]::}:;}1:1 i‘,:;; ‘J,"':J';’ 1"“’:;}' q!u"::r':cr (niﬁu"m”
{First half of 1950 == 100} 1951 ::' 10my
Food items.
Butter (New Zealand) 106 108 114 16 12} 108
Cocon (United States) 143 144 125 140 135 97
Coffee (United States) 113 114 113 113 114 99
Copra {Philippines) 105 121 85 63 62 52
Rice (Burma} . 100 100 111 127 134 127
Sugar (United States) 105 106 108 108 112 101
Tea {Ceylon) . 112 115 93 85 G4 74
Wheat (Australia) 98 100 105 114 114 114
Wheat (United States) 09 107 108 109 102 102
Non-food items:
Fibres:
Cotton {Brazil) 166 212 167 155 157 i3
Cotton (Egypt) 112 141 113 89 78 63
Jute (India) . 100 192 157 112 71 58
Sisal (British East
Alriea) . 12] 185 175 151 87 82
Wool (Austyaliz) 171 212 106 91 43
Oiler commoditics.
Aluminium {United
States) ‘ 107 11l 111 i1l 15 100
Copper {United
Kingdom) . . 121 131 141 146 IxE} 111
Copper (United States) 122 126 126 126 126 100
Lead (United Kingdom) 130 160 192 167 142 105
Lead (Un#ed States) 131 148 156 154 159 104
Linseed oil (United
Kingdom) 104 123 139 144 141 117
Newsprint (United
States) | 102 106 114 117 121 110
Rubber (Malaya) 257 209 230 171 136 57
Tin (Malaya) 149 206 152 164 164 79
Zing {United Kingdom} 147 161 196 185 129 115
Zine {United States) 145 153 162 166 129 108

Seurce: Statisticul Office of the United Nations;
Finanelfal Stotistics {Washington, . C.).

andd Tuternational Menetary Fund, International
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trial malerials, rising by about 10 per cent both in
1950/51 and in 1951/52. As can be seen from chart 1
in the Introduction, by mid-1952 the relationship of
food prices to raw material prices was approaching
that which had prevailed in the fizst half of 1950.

The extent to which exports remained steady or
fluctuated was aftected not only by the degree of change
in production and demand but also by the operation
of a number of institutional factors, sometimes affecting
particular countries, at other times specific commodi-
ties. In some cases prices were kept low through con-
trols imposed by importing countries, and in other
cases prices remained above the levels of compaiable
products because of price support programmes main-
tained by exporling countries. In still other instances,
prices failed to 1eflect changed market conditions be-
cause of the operation of various commodity agree-
ments o1 trade agieements.

By the first quarter of 1952, the loss in export
incomes led a number of governments of primary
producing countries to take measutes lo promote
expotts and te stabilize incomes of exporters. These
measures included reduction of export duties, some
relaxatien of quantitative centrols, negotiation of
barter agreements, and cuirency devaluation. Argen-
tina, Brazil, Ceylon, Lgypt, Finland, India, Indonesia,
Mexico, Pakistan and Uruguay reduced or abolished
expott duties on specific commodities, such as oils and
oil-seeds, tubber, colton, wool and jute. Most of the
duties reduced had been imposed a year earlier as a
counter-inflationary measure; in some cases the pro-
ceeds had been channelled to development projests.
Reduction in export duties was more common than
relaxation of quantitalive conlrols; in some cases,

quantitalive restrictions were imposed on exports in
order to conserve domestic supplies of specific goods,
ollen [ood producis, or to serve stralegic interests.
Other means of stimulating expotts included negotia-
tion by Brazil and Egypt of barter agicements with
European countries and use of differential rates of
exchange by Argentina and other countries. Also, some
Latin American countries permitted the export against
payment in “solt” curzency of commodities which
had pieviously been regarded as “dollar” commodities.

The effect of the above developments on the exports
of various groups of ceuntries is shown in table G5.
A résumé of major commoedity changes within each
region follows,

REGIONAL COMMODITY TRENDS'

In the more developed primary preducing coun-
tries (table 66), export eainings in 1951/52 were
aflected in large measure by the markets for three
commodities: demand for bread grains and for meat
continued strong, while demand for wool was reduced
in relation to the preceding year. The increased demand
for wheat by importing countiies stemmed from
smaller harvests in 195} in paits of India and of
western Lurope; the gross imports of the latter area
rose from 125 million metiic fons in 1950/51 to
14.2 million in 1951/52. Importers bought a laiger
proportion of their requirements from Canada since
crops in the Southern Hemisphere were severely
reduced; thas, whereas the quantum of Canadian
wheat exports in 1951/52 was 53 per cent higher than

3 T'or further discassion of trends in individual commedities,

sec Review of International Commodity Problems, 1952 (United
Nations publication: 1053.I1.D.1).

Table 65. Indices of Current Value, Quantum and Unit Value of Exports of Primary Producing
Countries, 1950 to 1952
{Tirst hal of 1950==100)
Current value® Quantum Unit voltiek
Aren o) 1951 05t w3z il lost 952 1030 1051 105t 1es?
Secand First Secand Firat Second First Sevond First Second First Secand First
hatt falf Ralf kal} kalf half Latf hdf fradf Falf kat}
Developed primary
producing coun-
tries” R b I 142 134 129 100 9¢ 103 115 142 135 126
Less developed
primary producing
areas 136 163 142 139 118 120 105 111 115 135 135 126
Asia® 154 193 149 139 126 132 107 114 122 146 140 122
Latin America 132 142 145 140 117 115 116 114 118 123 125 123
Other 111 143 127 139 105 108 a3 103 105 132 187 135
ALt PRIMARY PRO-
DUCING COUNTRIES 1290 156 139 136 111 113 103 108 115 138 135 126

Source: Uniled Nations Depariment of Economic Affairs;
estimates based on national trade statistics.

* Based on United States dollur values.
b Tor list of countries included in this group see table 66.
“Including Middle Eastern countries of Asia,
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Table 66. Indices of Current Value of Exports of Developed Primary Producing
Countries, 1950 to 1952

{Values in United States dollars)

Indices (first half of 1950 == 100)

Valieed
Country e 1950 1051 195} 1952 1952
i B Eat Sews Fme D
Argentina® 600 83 113 84 58 53
Australia 797 169 167 89 99 84
Canada 1.316 21 127 159 162 168
TFinland 141 152 200 377 235 250
New Zealand 302 69 122 107 127 96
Union of South Africa 260 172 193 176 181 161
Uruguay 102 149 158 i3 68 118°

Source: Statistical Offiee of the United Nations,

" In miflions of United States dollars,
® AL semi-annual rote.

in 1950/51, the quantum of Australian and Argentine
exports was redueed to 77 per cent and 29 per cent,
tespectively, of the level of the preceding year. In
the two latter countiies, wheat production continued
to be strongly aflecied by the reduced acreage sown
to wheat, which was apparently associated with the
relatively low cash prices received by farmers under
the wheat price policies in eflect in those 1wo countries.
Argentine production in 1951 was further hindered by
poor weather. Hlustrating the severity of the declines
in oulput was the fact that Argentina, in 1952,
arranged to import United States bread grains and
that Australia had lo reduce its quota of wheat to be
exported under the Inlernational Wheat Agreement.

Exports of meat by Argenlina and Australia were
affected by unfavourable weather conditiens, which
reduced output in 1951, To increase its export surplus,
Argentina imposed restrictions on domestic consump-
tien, including the institution of a “meatless day”
each week. Exports of Canadian livestock to the United
States were cut as a 1esull of the outbreak of fool and
mouth disease early in 1952; incieased shipments of
beef te the United Kingdom were insulficient to offsel
this decline. Lxpoitz from the other major meat
supplier—New Zealand-—continued 1o inerease. Two
new agreements negotiated by the United Kingdom
regarding future supplies permit price incieases for
Australian and New Zealand meat above the limits
previously fixed in long-lerm contracts, and assure a
market for New Zealand exports of meat for a number
of vears.

World demand for wool was sharply conliacted in
1951/52. Consumption of raw wool in the majom
importing countries was well helow the levels of 1950/
51. especially so in the Unilted Stales, the main wool
importing country. Demand by Japan increased but did
not significantly affect the general level of consumption.

¢ Imternational Monctary Fund, International
Financial Statistics.

! Estimated from two-month figures,

Production in 1951/52 was, hewever, approximately
at the same level as in the preceding year; there was
accordingly an accumulation of producers’ stocks and
a fall in world market prices of wool. The average
price for the Austialian clip in 1951/52 was one-half
of the price in 1950/51. While the total quantum of
wool exported by the developed primary producers
was lower than in 1950/51, South Afiica and New
Zealand increased their exports—the latter reflecting,
in part, shipments which had been defayed by labour
difhiculties in the preceding period. In contrast, exports
by Argentina and Uruguay were severely reduced. In
an endeavour to overcome the slump in the wool
markel, Uruguay first permitted clean wool to be
exporled against non-convertible currencies, and later
greasy wool also. Previously, during the 1950/51
season, wool sales had been permitted only against
dollar payments. These measures were followed by
others, including the suspension of certain duties and
taxes on wool exports. In Argentina, the prohibition of
exports at prices below the peak levels of April 1951
constituted a hindrance 1o exports during most of the
season. In the middle of 1952, Argentina decided to
stimulate expotts by what was in effect a devaluation
of the rate ol exchange for wool exports by some 20
per cent and by the withdrawal of an 8 per cent
export tax. In the laller part of 1952 the quantum of
wool exports by Argentina and Uruguay increased. At
the same time there were indications of increased
activily in major wool textile producing countries.

The reduction in the demand for wool and in sup-
plies of giains and meat for export depressed export
earnings of Australin and Argentina in 1951/52. The
fall in the price of wool also reduced export earnings
of Uruguay, but its effect on the Union of South Africa
and New Zealand was overcome by increases in total
exports of wool and of other commaodities—diamonds
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in the former and meat and dairy products in the latter.
The value of Canada’s export earnings in 1951/52
was increased by 29 per cent, reflecting both larger
grain exports and a subslantial expansion in non-
food experts. Its exports to the United Kingdom were
significantly increased above the low levels of 1950,
which had been affected by the 1949 devaluation of
sterling and by United Kingdom import restrictions.
In 1951/52, the United Kingdom increased its imports
of Canadian tmber and wood-pulp. The large increase
in Canada’s expoits to Latin America was partly due
to heavy sales of automobiles to that region during
a period when Canadian demand for such products
was limited by credit restrictions, There was litile

change in the total value of exports to the United
States in 1951/52.

Asia accounted for the major part of the decline
in total expoit earnings of primary producing coun-
tries in 1951/52. The dollar value of the region’s
exports in 1951/52 was 17 per cent lower than in the
preceding year; this decline was primarily the 1esult
of a reduction in the quantum of exports, since the
average unil values for the twelve months from mid-
1951, when prices were falling sharply, were approxi-
mately the same as the average unit values for the
preceding twelve months, when prices were soaring
Such increases in the dollar value of exporis as did
gceur in 1951/52 were due principally to the tise in
the value of food exports. However, for the region
as a whole, the expoits of non-feed products such as
fibres (colton, jute and hard fibres) and their manu-
factures and other industrial raw materials (tin and
rubber) predominated as compared with exports of
foodstufls (rice, oils and oil-seeds, and tea).

Rice was one of the few major Asian crops the
demand for which increased in the twelve months
ending June 1952. Most of the demand emanated from
countries in Asia, While production in both exporting
and importing azeas in 1951 was litlle above the level
of 1950, demand increased throughout the 1egion.
Larger import 1equitements by India stemmed in part
from harvest failure; in the same period Japan entered
as a buyer in the south-cast Asian tice market on ils
largest scale in post-war years. The failure of the
guantum of expoils lo increase reflected increasing
consumption and stock accumulation in the exporting
countries, The export price of rice rose during the year
both for the major part of international trade, which
is catried on at government fixed prices, and for the
trade conducted on a privale basis; the price rise
of the latter was higher.

The dollar value of earnings from tea exports from
Asia also increased in 1951/52. This increase reflected
the higher unit values of tea exports for the year as a
whole compared to 1950/51, The trend in unit values,
which was upward until the early months of 1951 in

Ceylon, and until late in the year in India, has sinece
turned downward, mainly because of the increase in
production in these countries and in Indonesia. The
quantum of tea expoiis remained relatively stable in
1651/52; a 1eduction in United States imports,
associated with a change {rom accumulation te liquida-
tion of stocks, was largely offset by a 1ise in United
Kingdom imports, partly in order to rebuild com-
mercial stocks.

The acute world shortage of fate and oils was
relieved in 1951/52 primarily by increased produetion
levels both in Asian and in non-Asian countries. All
the main Asian producers—the Philippines, Inde-
nesia, Cevlon and Malaya——recorded increases in out-
put of copra, the export of which provides the bulk of
the area’s expor! income from fats and oils, and there
were substantial increases also in output of cotton-seed
and rape-seed in India. The 1951 quantum of exports
of copra and coconut oil, which was more than 20
per cent above the level of 1950, reflected both this
incieased production and the strong Evropean demand
for coconut oil for margarine manufacture. However,
between the early part of 1951 and mid-1932, prices
declined severely in international maikets from 60
per cent above the June 1950 level, to 20 to 25 per
cent bhefow that level In the first half of 1952 the
quantum of copra exparis also declined, especially
from the Philippines—the main exporter. As a conse-
quence, the quantum of exports in the lwelve months to
June 1952 was only some G per cent above the level
of the preceding year. The export of “hard” oils such
as coconut oil and paim oil was increasingly hampered
by the development—especially in the United States—
of synthetic detergents produced mainly from petro-
leum, and during 1951/52 demand for fals and oils
generally was {urther affected by the heavy inventories
in North America and Europe Reflecting this changed
market condition, India abolished various export duties
on oils and seeds in March 1952, and, in August 1952,
indonesia reduced its export duties en palm oil and
copra. In mid-1952, stocks of oils and oil-seeds in the
major producing couniries were higher than a year
earlier,

The major part of sugar expoits from Asian coun-
tries came {rom the Philippines and China: Taiwan.
Whereas the quantum of exports from the former
inereased in 1951/52, the quanium of sugar exported
from the latter in the first ten months of 1951/52 was
about 30 per cent below the level of the corresponding
period in the preceding year*

The value of expoits of industrial raw materials
fell sharply in 1951/52. The reduction in export
earnings {rom rubber was caused by a decline in both

+ However, the recovery in outpui noted in chapter 3 re-
sulted in an expansion in sugar exports in the calendar year
1952 in relation to exports in the preceding calendar year.
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the quanium and the price of such exports. Alfter the
sharp break in rubber prices early in 1951, a more
moderate downward trend continued until the end of
the year. A further drop early in 1952 brought prices
for this commodily back to the level of June 1950.
Simultanecusly with this price movement, production
and the volume of exports declined. The decline in the
export quantum in 1951/52 was broadly similar for
each of the major exporters—Indonesia, Malaya, Cey-
lon and Thailand. However, there was a change in the
geographical distribution of such exports in the course
of the year. In the fust half of 1952 the volume of
United States imports from Indonesia increased sub-
stantially while those from Malaya rose only mode-
rately. This change was due in part to steps laken by
Indonesia to stimulale exporis of all commodities to
the dollar area. In February 1952 the Indonesian
rupiah was depreciated and a lower exchange value
was applied in the case of exports to the dollar zone
than to other areas. During 1951/52, Indonesia made
sizable cuts in its export dulies on rubber, and
reductions continued 1o be made in the latter part of
1952

Malaya and Indonesia suffered [urthe: from the
weakening of the demand for 1in. Asian as well as
non-Asian production of concenirates in 1951/52
remained at approximately the same level as in the
previous year, The volume of exports of concenlrates
underwent little ehange, but that of tin metal from
Malaya was substantially reduced. The fower quantum
and unit value of exports reflected the fall in
demand for tin in 1951/52 by the United States, whose
imparts in the second hall of 1951 were extremely
low; they inereased substantially in the frst half of
1952. In mid-1952 Uniied States controls over imports
were 1elaxed, and imporls on private account were
permitted. During 1952 the United States Government
negotialed a series ol bilaleral agreements with its
principal suppliets.

The main influence on trade in jute and jule manug-
factures in 1951/52 was the increase in raw jule
production of about 18 per cent, which resulted pri-
matily from incieased acreage. The iransition from &
period of shorlage to sufliciency was reflected in prices,
which reached a high level in June 1951 and then
fell in subsequent months, lo such an extent that by
the third quaricr of 1952 the price of jute fibre was
enly one-gquarter of the peak level. The decline in the
export quantum of raw jute from Pakistan in 1951/52
stemmed both from :educed demand for jute from
overseas, especially from the United States, and from
a drop in India’s purchases. The latter occurred, despite
increased consumption by Caleutta mills, because of
the substantial expansion by India of ils own raw jute
production in 1951/52. By the end of the season large
stocks had accumulated in Paskistan, where a price
support scheme had kept domestic prices above world

levels. In July 1952, the Government of Pakistan
lowered its minimum prices and then reduced its
export duties. However, a special licence fee was
imposed on jute exports to Indiz and a higher duty
was charged on kutcha bales, which are exported to
India, than on pucka bales, which are mostly exporled
overseas. India’s export earnings from jute products
{bags and cloth) were 50 per cent higher in 1951/52
than in the previous year. The quantum and unit
value of these exports continued to rise throughout
the greater patt of 1951, but in the {irst half of 1952
there was a marked downward trend in earnings, pri-
marily due to reduced unit values. Previous high price
levels and duties probably gave added stimulus to the
nse of substitutes such as paper and cotlon packaging
materials in the United States, and in addition, India
was having to meet increased competition {rom some
European countries. With the change in the market
trend, India reduced export duoiies on hessian, and
in addition, abolished quotas on exports of some jute
products to soft currency markets.

The trend in expoiis of cotlon from Pakistan in
1951/52 was similar to that in other less developed
countries expoiling colton. In respense to the high
prices of the previous year, world production increased
by 27 per cent in 1951/523 At the same time there
was a reduclion in colton consumption resulting from
the textile recession. Western Lurope and Japan both
derived a lfarger propertion of their imports {rom
the United States and reduced subslantially their
imports frem Pakistan. This 1eduction in the latter’s
exports was only partly oflset by increased shipments
to eastern Lanope and China. In an eadeavour to move
more colton, Pakistan reduced its export duby in
September 1951, In March 1952 the Government began
to purchase surplus cotton, but in July 1952, in an
attempt to reduce the large stocks it thereby accumu-
lated, announced its intention to sell this cotton at a
10 per cent discounl. In India, mill consumption of
cotion increased in 1951/52, but the volume of cotton
cloth exporls conlinued to fall off with increased
domestic consumption. Larly in 1952, in order 1o
foster Inrger exports, however, export duties wers
reduced and quantilative resirictions were removed.
There was seme bnprovement in the export position of
India’s Tow price collon piece-goods by mid-1952.

These trends in the major export conunodities of
South Last Asia reduced the export camings of all
countries in the region except the 1ice expoiting
countries, Burma, Indochina and Thailand, whose
increased export earnings Drom rice more than offset
the decline in earnings from other exports. In Malaya,
Indonesia and Ceylon the fall in earnings from rubber

®This included an inecrease of about 50 per cent in the
United States, where output was restored to the average level
of 1948/49 and 1949/50.
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Table 67. Indices of Current Value of Exporis of Selected Countries in Asia,
1950 to 1952

(Values in United States dollars)

Indicer {first kalf af 1950 = 108)

Paluen
Country o 1950 151 ot 1932 o2
half S(}fﬁr}d ff;::; f‘ 1}7{:1;;1 Ix‘ r: Is ; e nlr,: erd

Burma 75 111 154 121 174 .
Ceylon 135 143 160 137 129 110
India 530 123 168 143 127 124
Indochina 30 162 204 244 230
Indonesia 250 211 268 234 183 176
Malava 401 227 284 210 167 155
Pakistan® 172 129 M 166 186 88
Philippines 141 136 169 117 137 161
Thailand® 119 140 138 130

Source: Statistical Offiee of the United Nations
*In milliens of United States dollars.
" At semi-annual rate.

from 1950/51 Lo 1951/52 was the major [actor in the
decline in the dellar value of export proceeds, which,
as shown in table 67, amounted to 26 per cent, 13
per cent and 12 per cent, respectively. In Malaya there
was, in addition to the diop in rubber, an 18 per cent
decline in the value of tin exports; in Indonesia, export
eainings from copra also fell; in Ceylon ieduced
receipls from coconu! eil and, to a lesser extent, from
tea contributed to the {all in earnings. Declines in the
value of copra and coconut oil exports primarily, and
alse sugar and abaca, 1educed export proceeds of the
Philippines by 17 per cent, In China: Taiwan, the
increased quantum of rice exports and higher export
unit values resulted in an increase in the value of
exporl earnings in 1951/52, despite a reduction in the
gquantum of sugar expoits. In India and Pakistan, the
fall in earnings from cotton and cotton manufactures
were primarily responsible for the over-all decline.
The value of Pakistan’s expoits of jute, although {all-
ing, averaged substantially the same as in 1950/51,
while India in 1951/52 earned 50 per cent more
from jute manufaclures than in the preceding year.

As a whole, expotts of staple commodities from the
less developed countries of Latin America inereased
slightly in 1951/52, Although world sugar produetion
and consumption have inereased steadily in recent
years, the quantum of Cuban sugar experts in 1951 /52
declined by 5 per cent. Export unit values generally
remained stable and there was only a slight decline in
the dollar value of Cuban expoits as compared with
1950/51. The bumper Cuban crop of 1952 resulted in
a continuously declining trend in market guotations
to areas oulside the United States, but since the
greater part of ils sugar expoit is covered by various

¢ Bxcluding land trade of Pakistan in 1950.

USee United Naotions, Econemic Survey of Asia
and the Far East, 1952 (Bangkok, 1953},

trade agieements, both with the United States and
with other counliies, average unit values did net
fall to the same extenl. Agreemenls with the United
Kingdom and Getmany specified the quantity or value
of purchases to be made, and an agreement with
France facilitated payment for sugar by permitting
export against payment 30 per cent in dollars and
70 per cent in French {rancs. A further measure to
check the weakening of sugar prices included the
withdrawal of a poition of the crop from the market.

In contiast, the world coffee market remained re-
markably stable, and this fact was reflected in the
earnings of Brazil, which accounts for one-half of
world trade in coflee. There was little change in the
quantum of its coflee exports, the major part of which
went to the United States, and there were only minor
fluctyations in the price of coffee both in 1951/52
and in the previous year. Nevertheless, Biazil's export
earnings declined in 1951/52 because of a sharp
reduction in the quantity of cotton expoits. In an at-
tempt Lo overcome the dificulty in exporting cotton
and other commodities, Brazil entered into barter
agreements with European countries,

Venezuela’s exports are almest wholly accounted
for by petroleum. The steady increase in its export
earnings in 1951/52 resulled both from increased pro-
duction and from the continuing rise in the woirld’s
consummption of petroleum, particularly in the United
States and western Lurope, as well as the 1eorientation
of demand Iollowing the suspension of shipments from

Iran in mid-1951.

The substantial rise in Chilean export earnings in
1951/52 was due, to a large extent, to the continuing
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strong world demand for copper, particulaxly in the
United States, which absorbs over 80 per cent of
Chile’s copper exports. The rise in the unit value of
copper exports resulied from an agreement concluded
in the middle of 1951 under which the bulk of Chilean
copper was sold to the United States at the increased
price of 27.5 cents per pound; in addition, “free”
copper was sold a! premium priees. Exporls were at
peak levels in the latter part of 1951; at that time the
requirementis for copper listed by the International
Materials Conference were in excess of current pro-
duction. A slight weakening of demand appears to have
occurred In the fizst hall of 19529 In the middle of
1952, alter the United States lifted its price controls
on foreign copper, Chilean exports were being sold at
35 cents per pound.

Although exports of Mexican and Brazilian colton
in 1951/52 were affected by the weakness in the
international colton market, there was, as indicated
in lable 68, a smull upward movement in 1951/52 in
the export earnings of the group of less developed
countties of Lalin America. This reflected the relative

Table 63.

3

sirength of non-ferrous metals, which alfected Chilean
proceeds and to some exlent Mexico’s; the increased
demand for Venezuelan petrolenm; and the steady
demand for Brazilian coffee. All countries experienced
higher average unit values, but the effect of these was
offset in some countties by reductions in quanlum.
However, changes in quantum in these countries were
not large cither in 1950/51 or in 1951/52.

In the Middle Last, exports of petroleum were
affiected by the cessation of petroleum operations in
Iran in mid-1951. Nevertheless, by the first half of
1952 the region’s output of ciude petroleum was above
the level of the first half of 1951 as a result of
stepped-up operations in Iraq, Kuwait and Saudi
Atabia. However, total export value did not incirease
cortespondingly, since the cessation of Iranian pro-
duction reduced the ratio of 1efined to ciude petroleum
oulput in the area.

Exporis of textile Abres have responded to the world
market trends referred to earlier. Following a year of
high earnings from cotton, Egypt in 1951/52 found
itsell with mounting stocks which were unsaleable at

Indices of Current Value of Exparis of Selected Countries in Latin

America, 1950 1o 1952
{Values in United States dollars)

Iadices {firse half of 1950 = 1o8)

I ailuet
Conntry i 1950 5l Wil u52 1032
fu:}f Secand First Second Firzt 7 fu'ul'b
fial} Lt} Lalf haf f sporrer
Brazil 492 174 168 189 142 142
Chile 123 131 132 171 185 171
Colombia 154 154 131 167 139 157
Cuba 290 i21 143 121 135 120¢
Mexico 169 175 156 182 164° 173
Veneruela 58 113 122 126 131 128

Sotrrce: Statisticul Ofce of the United Nations.

" In milliens of United States dollars.

the government-controlled price levels. In an endeavour
to dispose ol 1he colton, the Egyptian Government in
the early part of 1952 abelished minimum prices and
the export tax and sought o negotiate various barter
deals (such as exchanging collen for wheat}. The fall
in its exporls, as shown in table 69, was pronounced
throughout 1951/52 In other countiies of the Middle
[ast, a decline in prices of raw materials, particularly
of wool, collon, tobacco, gum arabic, and hides and
skins, occurred in most cases in the latter parl of

1951 and in 1952

* United States consumption fell about 4 per cent below
1951 levels. lts imports of copper also were slightly lower.

¥ AL semi-annual ratle,
* Estimated from two-month figures.
Y Estimated frem fiveemontl hgures.

Among the countties of Medilerianean and Lopical
Alrica, Algetian and Irench Morocean exports conti-
nued to inciease in value, mainly as a result of higher
prives fo1 their agricultural and mineial exporis. The
value of exports from Northein Rhodesia and the
Belgian Conge also incieased in 1951/52, In the frst
hall of 1952 the value of copper exports {rom these
two countries exceeded the high hgure for the cor-
responding period of 1951, While in the tropical area
of Afvica the production and expoit of various oils
and oil-seeds increased in 1931/52, prices declined.
In Africa—as in Brazil—the production of cocoa heans
fell, but the crop was marketed at inereased piices
during this period.
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Table 69. Indices of Current Value of Exports of Selected Less Developed Primary
Producers, 1950 to 1952

(Values in United States dollurs)

Fatuy®

1950

Tndices {fiest kalf af 1050 == H4)

Country Fitst P # ){:")5) s{yﬁ} . .,Fl!’.‘:.‘_: ;‘?5,?&

half Seatf fl:(:; _fl tlf:; } ' .’: r: ?,' qu rll:{ orb

Algeria . 144 127 113 144 124°
Belgian Congo 111 158 197 169 184
Egypt 237 150 96 31 103
French Morocco 89 138 142 170 129
Gold Coast 107 152 65 132 58
Tran . . 230 205 197 61 27 34
Nigeria . . 39 208 156 194 141
Northern Rhodesia 61 148 161 186 200
Yugoslavia 74 97 153 205 108

Seurce: Statistical Office of the United Nations,
*In millions of United States dollars.

YAt semi-annual rate
¢ Estimated from 1wo-month figures.

The Continued Rise in Imports

Imports of all primary producing countries amount-
ed in 1951/52 to $34,900 million, an increase of 24
per cent over lhe preceding twelve-month period
This rise occurzed in spite of the previously noted faet
that the countries experienced a 3 per cent decline in
exports in money value and a considerably greater
drep in terms of purchasing power over impotts.
In a representative group of thirly-two countries,
which accounted for nearly four-fifths of the imports
of all piimary producers, the puichasing power of
1951/52 exports was 14 per cent below that of 1950/51
and 18 per cent below the annual rate in the first half
of 1951; this is shown in table 70.

CHANGES IN TOTAL QUANTUM

In spite of the decline in the value of exports and
the increase in import piices, the quantum of imports
of primary producing countries in 1951/52 was
about 12 per cent higher than in the preceding year.
The quantum of imports, which had begun to rise in
mid-1950, continued to expand in the second half of
1951 after the collapse of lhe raw material boom;
in many countries it did not reach a peak until the
first quarter of 1952, followed in the second gquarter by
only a moderate decline. It was not until the third
quarter of 1952 that imports of primary preducing

Table 70. Indices of Exports and Imports of Selected Primary Producing
Countries,® 1950 to 1952
{Tirst half of 1950==100)

1950 05! 1951 1952
Ttem Seeond Fiest Second Firse
half half half half
Developed primary producing countries:

Current value of exports in United States dollars 113 142 134 129
Import equivalent of exports" . 106 118 105 102
Quantum of imports 108 122 131 127

Less developed primary producing countries:
Current value of exports in United States dollass 144 176 150 138
Import equivalent of exports® 138 148 122 110
Quantum of imports 118 127 136 136

TOTAL, SELECTED PRIMARY PRODUCING COUNTRIES:

Current value of exports in United States dollars 131 158 144 134
Import equivalent of exporis® 124 134 115 106
Quanturn of imports 113 124 134 132

Source: United Nations Department of Eco-
nomic Aflairs.
* Selected countries arve these listed in table 71

YTndices of eurrent value of exports divided
by indices of fmport unit values, as shown in

table 72.
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couniries contracted seriously. The lag in the adjust-
ment of imports to export earnings which had been
observed in 1950/517 was thus again in evidence in
1951/52,

Various facters coniributed to produce these lags.
Among them was the fact that trade and exchange
restrictions were relaxed only after some delay in
1950/51, and most countries were reluctant to reimpose
them until after their balance of paymentis position had
seriously deteriorated late in 1951. The disiance of
most primary producing countries from lheir chief
sources of supply normally causes substantial delays
between the placing of orders and the receipt of
goods. In the case of engincering products, which
constitute on the average over one-third of the imports
of primary producing eountries from industrial coun-
tries, this inlerval was [urther extended by the length
of delivery periods for such equipment in the supply-
ing countries. An illusiration of this latter point is
provided in the Iollowing indices relating 1o the selec
ted primary producing countries shown in table 71:

1950 1951 1952
Seconid First Firse half
half half (Firse half
{First half of 1930 of 1951
= 100) = Iog)n
Import equivalent of exports 124 134 79
Quantum of exports from in-
dustrial countries to primary
producing countries:
Machinery and transport
equipment” 104 125 107
All other manufactures 112 124 97

* Indices based on first half of 1951 are not strictly conmspar-
able with those based on first half of 1950

! Passenger cars included in transport eguipment

These figures show clearly the slow start which im-
ports of capital goods made on the upturn of export
earnings in 1950, and how they lended to stay up alter
the downturn of earnings in 1951,% while other imports
followed the movement of exports more closely. It is
reasonable to assume that the length of delivery
periods for capital goods was largely responsible for
this. In a number of primary producing countiies, the
limiting factor with respect to imports of capital goods
since 1949 has been the supply of {oreign exchange
rather than the level of domestic demand for the
goods; any increase in foreign exchange availabilities
could therefore be expecied to have beern quickly
translated into oxders.

Various factors apart from these time lags contrib-
uted to the higher level of imports in 1951/52 after
the raw material boom had subsided. There is no

" United Nations, World Economic Repert, 1950-31, page 96.

®The same tendency is noticeable in each of the groups of
primary producing countries shown in toble 71,

doubt that fear of future shortages and of rising
import prices caused by rearmament in the western
industrial counlries continued to give an incentive to
imports, at any rale in the early part of 1951, In many
instances governmenis encoursged the building up of
inventories of imported raw materials and other essen-
tial comumodities, There was also in 1951 a tendency
to place orders for imported machinery, equipment
and spare parls in advance of what would have been
normal requirements. Hoarding of imported consumer
goods by individuals and merchants, which began in
the second half of 1950, continued during 1951, and
was slimulated again in the latter part of the year by
anticipation in a number of countiies of a tightening
of imporl restrictions.

Some of the circumstances which contributed to the
high level of impotts in particular primary producing
counlties in 1951/52 are indicated below.

In Austialia the authorities had expected that the
deflationary effect of the fall in wool growers’ incomes
eatly in 1951 in conjunction with the Government’s
disinflationary policies would be sufficient to cut down
the demand for impotts. In fact, however, the conti-
nuation of a high rate of investment sustained import
demand, especially for capital goods. Since goods
ordered in 1951 continued to arrive in large amounts
after exchange reserves had alieady been seriously
depleted, the Government was forced in March 1952
to introduce drastic import restrictions.

Canadian imports had 1isen very subslantially in
1950/51, partly as a result of the rising rate of invest-
ment, especially in inventories, and were further
incireased, though only moderately, in 1951/52. There
was a substaniial rise in income and in investment in
plant and equipment in 1952, but inventory accumu-
lation declined sharply, and checked the expansion in
imports to some extent.

Argentina’s export earnings from wool fell sharply
after the brief boom at the end of 1950, and the
serious crop failure of 1951 cut wheat exports drastic-
ally. In the first hall of 1951 the setilement of old
commercial debts by means of a large credit {from the
United States Export-Impoit Bank of Washington
eased the persistent pressure on the country’s halance
of payments to some extent. The intioduction of a
system of imporls “without use of foreign exchange”
(that is, payable out of privale funds held abioad)
helped to increase imporls despile the bleak oullook
for the country’s exports in 1951, Early in 1952, how-
ever, import restrictions weie tightened, and impoits
{ell rapidly.

Among the less developed primary producing coun-
tries, Brazil and Mexico maintained income from ex.
ports at a high level throughout 1951; Mexico, in addi-
tion, had a record income from tourist trade. Both



116

Part 1L

International trade and payments

Countries, 1950 to 1952
{Values in United States dollars}

Table 71. Indices of Current Value of Imports of Selected Primary Producing

¥ aluet® Indices {first half of 1950 = 166}
Cunntry 50 1050 s 151 1932 1952
Balf Secand First Secand First Third
half half kalf kel yaarier?
Developed primary producing
conntries:
Argentina 454 83 132 167 115 83
Australia 729 113 138 180 175 89
Canada o . 1,453 121 150 143 149 156
Finland . . 175 121 155 231 254 203
New Zealand .. 207 114 109 170 198 177¢
Union of South Africa 396 139 178 187 179 146
Uruguay 90 123 168 186 147 142¢
Less developed primary
producing countries:
FLatin America:
Brazil 430 155 200 267 282 206
Chile 119 108 116 160 140 155
Colombia 147 127 134 149 137 135
Cuba 262 116 138 130 134 o
Mexico 237 136 174 179 180 164
Venezuela . 280 111 132 i21 142 142
Asia {excluding Middle
Faust):
Ceylon 119 166 137 13¢ 157 138
India 517 121 159 184 199 135
Tndonesia 168 174 157 323 246 .
Malaya 366 160 232 202 183 158
Pakistan 157 ih0 160 180 230 182
Philippines 209 88 106 144 126 112
European dependencies in
Africa;
Algeria | 207 1160 128 150 157 .
Belgian Congo 92 100 153 185 216 220
French Morocco 158 108 126 162 177 159
Gold Coast 56 123 134 171 164 161
Nigeria ) 80 106 128 168 205 190
Northern Rhodesia 39 113 133 146 144 195
Other countries:
Egypt 2440 135 138 140 129 110
Iran 157 66 80 T 54 53
Irag . 57 95 110 138 146 156°
1srael 147 96 100 133 127 1328°
Lebanon 67 112 106 112 106 93
Spain . 198 97 94 106 118 133
Yugaslavia . 116 103 107 102 97 119

Seurce: Statistical Ofiee of the United Nations.
* In millions of United States dollars

countries were engaged in a process of industiial ex-
pansion when the commodity boom of 1950/51 occur-
red. The rate of investment in fixed capital in 1951 in
both was higher than for the previous year, and
“emergency” stockpiling of raw materials and even of
some Lypes of machinery and spare paits was encounr-
aged in anticipation of shortages. In the case of
Brazil, the high level of imports in 1951/52 caused
a severe diain on reserves and an accumulation of
commereial debts both in the United States and Europe,

® Semi-annual rate
¢ Based on two months only

which eventually, but not until the second quarter of
1952, led the Government to decide on drastic cuts in
imports. Mexico’s imports remained at a high level
until mid-1952. A moderate decline in the third
quarter of the year reflected in part a decline in
inventory accumulation.

In Asia and the Far [ast, India’s imports were
exceptionally laige in 1951/52 compared with the pre-
ceding year’s. The inciease was largely due to heavy
imports of grain, rendered necessary by crop failure.
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Table 72. Indices of Current Value, Quantum and Unit Value of Imports
of Selected Primary Produeing Countries, 1950 to 19532
{First half of 1950=100)

Current valus®

Quariicmn Yait valuch

Aren 1930 051 1951 1952 1950 1951 st 1052 1050 1051 1951 1952
Swcond Firge Seeond Firat Sceond First Second First Secend First Second Firse
half hatf lat} hul} half half hatf half half hatf haif fralf
Developed primary pro-
ducing countries . il6 147 166 161 108 122 131 127 107 120 127 127
Less developed primary
producing areas® 123 146 168 170 118 127 136 136 104 116 123 125
Asia {excluding
Middle East} 133 165 194, 160 121 151 145 146 110 126 134 130
Latin America 130 159 181 187 126 137 150 153 103 116 121 122
Buropean dependen-
cies in Africa 110 132 162 177 107 118 133 137 03 112 122 129
TotAl, SELECTED
PRIMARY PRODUC-
ING COUNTRIES 120 146 167 166 113 124 134 132 106 118 125 126

Seurce: United Nations Department of Economic Affairs;
estimates based on national trade statisties.

* Those listed in table 71.

Althouglh a loan was ebtained fiom the United Slates
Government to finance grain imports {rom that coun-
try, the precarious food supply position and the need
to assure adequate supplies of raw materials for
Indian industry forced the Goverpmient Lo maintain
fairly stringent controls on impoits of other com-
modities. In Pakistan, which had liberalized imports
on private account to a considerable extent in 1951,
the arrival of capital goods ordered during the boom
(substantial orders, for textile machinery in particular,
had been placed in the United Kingdom, Japan
and western Lurope), and of large quantilies of Japa-
nese lextiles, raised imports in the flzst hall of 1952
to a new high level. Imports of other consumer goods
also rose, to some extent as a result of misjudgment
by merchants of the probable course of domestic de-
mand. The Government raised the tariff on textile
piece-goods substantially in June 1952, and finally
in August quantitative restrictions were extended, to
include a wide range of commodities previously
admitted without restriction. In both India and Pakis-
tan, the high level of imports in 1951 and 1952 also
rellected the resumption and expansion of t1ade
between the two countries, which had been at a low
level until the signing of the trade agreement of Feb-
ruary 1951,

Indonesian impotis, which in 1950 had not recovered
in volume to their pre-war level, failed to increase in
the fuzst half of 1951 in spite of exceptionally large
gains from exports. A major {actor accounting fo1 this
was the currency 1eform of March 1950, which had
severely reduced money balances held by individuals
and firms, and the introduction of an exchange certifi-
cate system which had the effect of making imports

¥ Based on United States dollar values.

“Total for less develeped cousntries includes, in addition to
sreas shown, certwin Middle East and European counirics as
Bsted in table 71

dearer. Larly in 1951 the Government adopted various
measures io increase impoils, which Ied to a sharp
tise in the second half of the year. Failure to conclude
a new lrade agreement with Japan in November 1951
was followed by a sharp drop in Japanese exporls to
Indonesia. The devaluation of Tebruary 1952, the
tightening of restrictions on imports of luxuries and
non-essenlials, and increased taxes onm imports con-
tributed to reduce imports in the first half of 1952;
the level of Indenesian imports 1emained, however,
well above that of 1950/51.

The Philippines made severe import cuts early in
1950 after United States grants, credits and govern-
ment service payments had decreased. Rigid exchange
and trade controls were maintained thioughout 1951
and 1952 and, though the level of imporls was per-
milled lo 1ise, the inerease was arrested as soon as an
adverse balance developed in the second half of 1951,

In China: Taiwan, there was little change in the
value of commercial merchandise impoits as a result
of 1igid conlrols, United States Mutual Secuiity Agency
shipments, which are recorded separately, increased
substantiaily, however. The majo1 items among these
shipments were raw materials, such as colton and
fertilizers, and foodstuffs (particularly bread grain
and {ats and sils).

Altiean dependent lenitories were not greatly af-
fected by the 1951 collapse of commedity prices. More-
over, various colonial development programmes and
private investment of metropolitan capital continued,
and appear to have been accelerated in 1951 and 1952.
Consequently, the level of imports continued to rise
throughout 1951 and remained high in the first half
of 1952.
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Table 73. Commodity Composition and Destination of Exports from the United States and Wesiern
Europe to Selected Primary Producing Countries, 1950 to 1952

{Millions of United States dollars)

fiestination

Less developed

Commodity proups Developed primury producing accus Al
and period e - e,
e S R D A L
Foodstufls.
1950 Full year 259 362 66 90 275 793 1,052
1951 Full year 298 444 108 304 364 1,220 1.518
1952 First hallf 205 521 105 389 368 1,383 1,678
Raw materials. .
1950 Full year 613 162 28 113 106 409 1,022
1951 Tull year 853 248 54 220 132 654 1,507
1952 First haiff 732 210 48 294 160 712 1,444
All consumer goods:
1950 Full year 1,449 737 193 288 805 2.023 3,472
1951 Full year 2,050 1,050 212 437 1,145 2,834 4,884
1952 First halff 1,831 1,063 193 437 1.269 2,962 4,793
Textiles:
1950 Tuli year 568 206 88 150 421 865 1,433
1951 Full year 878 240 98 195 528 1,061 1,939
1952 First half 605 236 79 174 534 1,023 1,628
Matorcars:
1950 Full year . 383 175 20 27 81 303 686
1951 Full year 482 318 34 48 151 551 1,033
1952 First halff S 490 330 26 70 195 621 1,111
All preducers’ goods:
1950 Full year 2,323 1,449 318 588 922 3,277 5,600
1951 F'}lli year . 3,082 2,106 317 761 1,115 4,299 7.381
1952 First halif . 3am 2,242 319 863 1,328 4,752 7,973
Machinery and equipment:
1950 Tull vear : 924 603 120 261 335 1,319 2,243
1951 Full year - 1,457 979 134 325 432 1870 3,327
1952 First half 1,645 1,135 142 305 507 2,199 3,844
Transport equipment.
1950 Full year . 416 274 54 05 183 606 1,022
1951 Full year . 314 335 31 195 165 636 970
1952 Tirst half' 274 298 37 121 167 623 897
Metals and metal manufactures:
1950 Full year . 626 317 100 135 264 816 1,442
1953 Full vear 834 436 98 176 331 1,041 1,875
1952 First halff 874 483 a3 194 497 1,187 2,061
Chemicals-
1950 Full year . 203 181 30 79 81 371 574
1951 Full vear 321 212 39 113 108 539 853
1952 First half 281 233 42 216 105 506 787
To1AL, ALL COMMODITIES:
1950 full year 4,644 2,710 605 1.079 2,108 6,502 11,146
1951 TFull year . . 6,284 3,848 692 1,713 2,756 9,009 15,293
1952 First halff . . 6,079 4.036 664 1,982 3,124 9,806 15,885
Sonrce: Statistical Office of the United Nations. 4 Burma, Ceylon, India, Indonesis, Pakistan, Thailand.
* Argenting, Australin, Canada, New Zealand, Union of ® Belgian Conge, French Africa, Indochina, British African
South Africa, Uruguay. dependencies, Northern and Southern Rhodesia; British West
» Brazil, Chile, Colombia, Cuba, Mexico, Peru, Venezuela. Indies, Malays, Hong Kong, Lritrea and Italisn Somalilend.

* Egypt, Iran, Iraq, Israel, Lebanon, Syria * At annual rate.
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In Iran the cessation of oil exports reduced earnings
sharply and by the first half of 1952 the country’s
imports were only half those of the corresponding
period of 1950. The oil companies in Iraq, on the
other hand, expanded their operations and thus af-
fected both the exports and imports of that country,

In Lgypt, which experienced a sharp decline in
export earnings afler mid-1951, imports declined
from a peak reached in the second half of 1951,
though large gquantities of wheat and flour had to
be imporied.

CoMPOSITION OF IMPORTS!

The relaxation of import resirictions during the raw
material boom made possible a substanlial expansion
in imports of consumer goods by primary producing
countries in 1951, Incieased demand resulled not only
from higher incomes of consumers, but also Irom a
fairly general tendency 1o build up stocks, as noted
carlier. In 1952, while the value of imports of produce:
goods continued to 1ise, the value of imports of
consumer goods lell (see table 73). This decline was
largely concenirated in textiles, where not only quan-
tum but also unit values fell. The large drop reflected
in part a decline in inventory accumulation and a
reaction ie consumer over-buying in the preceding
year and, in the countries where balance of payments
difliculiies developed, the refmposition of more sivin-
gent import controls. These factors have certainly
been important, as, for example, in the case of Aus-
tralia, Indonesia and the Union of South Africa, where
the value of textile imports in the first half of 1952
was 40 to 50 per cent below that of 1951, In Indo-
nesia, as has already been noted, the suspension in
November 1951 of negotiations for a new trade and
payments agreement with Japan, Indonesia’s largest
textile supplier, and the devaluation of the rupizh in
February 1952 were major contribuling factors.

The {all in textile imports, though large for all
primary producing countiies taken together, was not
universal. Canada, several of the major textile import-
ers in Latin America, many of the African dependen-
cies of Luropean couniries, and even some of the
Asian countries, notably Pakistan and Thailand,
maintained or even 1aised the rate of such imports
in the first hall of 1952, In the latter two countries
inventory accumulation appears to have continued
into the early months of 1952. Canada, and Latin
Ameriean countries which are important textile import-
ers, lke Cuba and Venezuela, were liitle affected by
the 1950/51 boom and its collapse, and have main-
tained a more stable level of demand for textiles.

"The analysis in this section is based on statistics of ex-
ports from industrial to primary producing countries, In view
of the time lags between shipment and receipt of goods, these
data tend to anticipale actual changes in the trade pattern
of the importing countries.

The value of passenger car imports by primary
producing countiies in the first half of 1952 was
slightly higher than in 1951 owing to higher prices.
There was some decline in the quantum of such im-
ports, but the effect of increased restrictions was not
reflected in jmports until the third quarter of the year.
Among the countries where a sharp decline was noted
in the- first half of 1952 were Argentina and Urugnay
and, to a lesser extent, Mexico, Peru and Colombia.
Egypt, whose imports of passenger cars had doubled
by value in 1951, reduced the rate of imporis in the
first half of 1952 by nearly 30 per cent. A sharp fall
in motorcar imports by Iran reflected the drop in for-
eign exchange receipts since the oil dispute. India,
whose import policy in 1930 and 1951 had been
dictaled by the need for exceptionally large food
imports, liberalized imports of less essential consumer
goods only to a limited extent. Larger quantities of
passenger cars were none the less admitted in 1951
than in 1950, and the higher rate was maintained in
the first quarter of 1952, but imports fell off sharply
in the second quaiter, The full effect of the import
reductions decided upon in Australia did not appear
until the second half of 1952, though passenger car
imports from the United Kingdom and continental

weslern Europe began to decline in the first half of
1952,

The value of imports of producer goods in 1951
was about one-third higher than in 1950, a somewhat
smaller increase than in consumer goods. The expan-
sion in quantum was greatest for machinery, but
metals, chemicals and other commodities also parti-
cipated in the rise. Expenditure on imports of capital
goods was at a still higher rate in the first half of
1952, but enly machinery imports increased notably
in quantum. Even within this category the spectacular
increase that had occurred in 1951 was not 1epeated
in 1952. In both 1951 and 1952, Canada has accounted
for a substantial part of the total increase. Such im-
potts into Canada in 1951 were nearly twice as high in
value as in 1950 and in the first half of 1952 they were
al a rate 20 per cent above that of the preceding year.
The rate of increase for the rest of the primary
producing countries taken together was 40 per cent
from 1950 to 1951 and 10 per cent in the first half
of 1952, in terms of value. If allowance is made for
the rise in prices from 1950 1o 1951 and 1952, it is
found that the quantum of machinery imports by
primary producing counlties other than Canada was
about one-third laiger in 1951 than in 1950, but
there was little further increase in 1952

Whereas in 1951 machinery imports rose in all
primary producing countries, the development in 1952
was meote uneven. A contraction in the volume of
machinery imports began to appear here and there, as
in Argentina, Urugunay, several of the smaller Latin
American countries and, in the Middle Last, in Israel
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and Lebanon, while some other countries maintained
or even exceeded the rate of increase of the preceding
year. Notable among these were Brazil and several oil
and mireral producing countries, including Venezuela,
Iraq and the Belgian Congo.'®

A growing interest in the mechanization of agri-
cultural production was reflected in the machinery
impoits of primary producing countries. Thus, 1951
was a record year for lractor imports. The United
Kingdom, for instance, exported over 60,000 taclors
to primary producing countries in 1951, compared
with 47,000 in the previous year. A compatable in-
crease occuried in exports from the United States.
Exports from the United Kingdom, however, fell ofl
to some exlent early in 1952, while those from the
United States continued to rise.

Imports of transport equipment fell steadily after
1950, This decline in 1951 and 1952 is explained by
reduced supplics for export in the United States' and
the United Kingdom, 1ather than by any lack of
demand from primary producing countries. In the
United Kingdom the steel shortage in 1951 reduced
the output of commercial vehicles, and some of the

reduction was borne by export markets; re-equip-
ment ol the Biitish railways not only absorbed the
incieased oulput of certain types of railway 1olling-
stock, but also affected expoits adversely. As a result
of these difficulties some primary producing countiies
switched purchases Lo other sources of supply, not only
to continental western Furope, which increased iis
exporls of transport equipment substantially in 1951,
but also to eastern Lurope and Japan,!®

Imports of metals and manulactures (chiefly of iron
and steel), which had 1isen shaiply in 1951, continued
to inciease in value in the first half of 1952 However,
export unit values for these products in most export-
ing countries were substantially higher in the early
meonths of 1952 than in 1951, reflecting the tight supply
position in the latter part of 1951. It is probable that
the quantum of metal impozts in 1952 into primary
producing countries was in fact no higher than in the
preceding year. Not only tight supplies in some indus-
trial countries, but also to some exient increased do-
mestic production of steel in several primary producing
countries, notably in Chile and Mexico, and in India
and the Union of South Africa, may have caused a
reduction in imports in 1952,

The Pressure on the Balance of Payments

BALANCE ON MERCHANDISE AND SERVICE ACCOUNT

In 1951/52 a deficit on trade account of $4,800
million replaced the preceding year’s surplus of
$2.900 million for all primary producing countries
taken together (table 74). This adverse movement of
$7,700 million was largely accounted for by an in-
crease in payments for imporis, the fall in export
receipts amounting to less than $1,000 million. The
elements contributing to the change in the over-all
trade balance were the virtual cancellation in 1951/52
of the previous year’s gain in texms of trade—due to
an increase in import prices—and the increase in the
volume of imports, at a time when the export gquan-
tum declined by about 6 per cenl.

The following table gives the order of magnitude
of the respective influences of the quantum and price
changes (in thousand millions of United States dol-

lars).

® The development of mineral resources has accounted for
pert of the increese in machinery imports in 1951 as well as
in 1952 For instence, some of the increase in Canade's
machinery imports in both periods was connecled with large
investments in mining and in oil production.

1Y, the United States, moreover, certain kinds of transport
equipment which before July 1950 were registered 4s com-
mercial experts have since mid-1950 been classified ss “special
category” exports and have censed to be recorded by destina-
tion in trade statistics

Exports !:”:.0"“ Bulance
Value of trade in 1950/51 310 281 29
Effect on trade of:*

Quantum changes 1950/51

to 1951/52 e .. 18 31 —49
Price changes, 1950/51

to 1951/52 .. .. 09 37 28

Value of trade in 1951/52 301 349 48

® Since the value of trade is the product of quantum times
unit value, the analysis of the change in trade as & sum of
the effects of changes in quantum and unit value involves
some element of arbitrariness.

The extent Lo which each of these influences operated
varied from eounliy to country. A deterioration in
terms of trade and an increase in import quantum oc-
curred in almost all counlries, though in varying
degrec. Changes in export quantwm, on the other hand,
varied not only in degiee but also in kind. While in
the majority of countries exports declined or remained
stable, in some instances, notably in Canada, Yugosla-
via, Venezuela, lraq and Northein Rhodesia, there was
an increase in export quantum sufficiently laige to
outweigh the effect of the adverse factors, and thus
render the trade balance mote active (or less passive).

™ Argentina, for instanee, in 1951, imported Diesel trains
from Hungary and locomolives from Czechoslovakin; Chile
has recently coneluded a barter sgreement with Japan in-
volving dclivery of stenm locomotives by the lalter in ex-
change lor nitrate.




Chapter 5. Pnmary producing countries

121

Table 74. Trade Balances® of Primary Producing Countries, 1950 1o 1952
(Thousand millions of United States dollars)

1950 1951 1951 1952 .
Area Secoml First 1950751 Second First 151/52
Lalf Lati haif half

Canada -017 052 —0.69 0.02 003 —001

Latin America 080 4.39 1.19 -0 25 —0.45 —0.70

Doilar countries 041 0.35 0.76 026 0.32 0.57

Non-dollar countries 039 0.03 043 ={.51 =077 —1.27

Oversen sterling area .58 1.32 190 =187 ~—110 —2.18

Continental Europe’s

dependencies . -041  —035 —075 —072 078 150
Other primary preducing

countries 0.51 0.76 1.27 014 028 —0.42

Torar 132 1.60 293 ~2 16 —264 481

Source: United Nations Department of Economic Affairs.

The adverse movement in liade balances from
1950/51 to 1951/52 was especially large in the oversea
sterling area (table 74), where Austialia and India
together accounted for $2,100 million of the shilt
from surplus to deficit, while Malaya’s export surplus
fell from $652 million in 1950/51 to $109 million
in 1951/52, virtually disappearing in the frst half of
1952. In the case of Auslralia and Malaya, this move-
ment resulted [rom the sharp decline in export
prices and, especially in the former, lrom a 1ise in
imports which went unchecked until the early pait of
1952, In India, the decline in expotts was less marked,
hut there occurred an exceptional increase in imports
in 1951/52, chiefly of food grains and, to a lesser
exlent, of cotton.

In Latin America, Avgentina and Brazil experienced
similar changes in their trade balances. In Argenlina,
the decline in wool prices together with ciop failure
cut expouts in 1951/52 sharply, while imports 10se,
at least until the end of 1951, when measures were
taken to check the movement; a surplus in 1950/51 of
aboul %200 millien thus luined into a deficit of over
$400 million in 1951/52 In Brazil a shift frem a
smiplus of $153 million 1o a deficit of $736 million
resulted Imigely [iom exceptionally heavy imports,
which the Government had lo some extent encouraged
in anlicipation of possible world sheitages.

In the Middle East and in the non-sterling primary
producing countties of the Tar East, there ocomred
either a sharp decline in surpluses, as in Indonesia
and Thatland, er an increase in deficits, as in Laypl
and Iran. In the latter case this was due to the ces-
sation of oil sales, a loss which was only pattially
offset by impoit culs,

The dependencies of continental Ivzopean countries
had larger deficits despite increased exports. This was

® Exports fo.b. less imports eid.

parily a reflection of the acceleration of investment
programmes financed by metropoliltan governments,
particularly by France,

As the trade balances of primary producing coun-
tries deteriornled, the dilliculty of settling transactions
with the United States, which accounted for a major
part of the total shift fiom surplus o deficit, emerged
again, especially in the oversea sterling area and in
certuin countries of Latin America. There was a
decline in 1951/52 in the total surplus of primary
producing countries with the United Kingdom. This
was, broadly speaking, the net result of an incireased
surplus [or Conada and for some of the oil producing
countries of Asia, and of a shift Irom surplus to deficit
in the uade balances of the overses sterling area
countries. In the latter case (his represented a retwim
lo the emlier pattern of transactions, which had been
temporarily reversed during the commodily boom of

1954/51.

Primary producing counhiles as a group had a
swplus with continental western Europe in 1951/52,
theugh a much smaller one than in 1950/51. In the
case of Canada the smplus was arger, chiefly because
of increased shipments to Europe of non-ferrous metals
and wheat 1

The trade balances discussed above included pay-
ments, not only {or merchandise impoits, but also for
freight and insurance. Nel paymenls on biansportation
account by primary producing countries were higher
in 1931/52 than in the previous year (table 75),
both as a result of the increased volume of their

® Canadian experts ol military equipment to the Eurepean
members of the North  Atlantic Treaty Organization alse
increased substantinlly from 1950 to 1951/52. Such exports
were financed by Canazda under the Defence Appropriation
Act, sndd were not recorded as Cenadizn commercial exports.
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Table 75. Net Receipts’ on Service Account by the United States and the United
Kingdom from Primary Producing Countries, 1950/51 and 1951/52
{Millions of United States dollars)

Tatal Trunspartativn  caly
Bestingtion and sonrce s m e i e e
5051 1951452 i530/51 1951/52
Total receipts by United States 1,537 1,817 144 312

Receipts from. .

_ Canada 250 360 50 18
Lutin America 783 785 43 6
Oversea sterling area 181 228 59 110
Otlier primary producezs” 323 444 97 134

Total 1eceipts by United Kingdom 1,400 1,361 347 440

Receipts from:

Western Hemisphere non-dolar

countries® 210 207 34 34
Overser sterling area" 1,008 1,022 238 344
Other countries® 182 132 76 62

Source: United States Department 6f Com-
merce, Survey of Current Business (Washington,
I C), December 1952, and Balance of Pay-
ments of the United States, 1949-1951 (Washing-
ton, D. C.}; United Kingdom Balence of Pay-
ments, 1948 to 1951, Cmd 8379 {London) and
United Kingdom Balance of Payments, 1949 to
1952, Cmd 8666 {London).

impoits, and also because freight charges in 1951/52
were on the average higher than the year before, in
spite of a steady decline in freight rates during the
first half of 1952, Net paymenis on iransportation
account by primaiy producing countries to the United
Kingdom and United States increased 50 per cent,
from $496 million in 1950/51 to $752 million in
10951/52, Compared with the year 1950 these earnings
were some 110 per cent larger. If net payments by
primary producing countries to the Danish, Nether-
lands, Norwegian and Swedish fleets, which exceeded
$200 million in 1950, increased in a similar prapor-
tion—and there is evidence that this was the case—
paymenis by primary producing countries to Europe
and the United Stales on tzansportation account were
about $400 million higher in 1951/52 than in the
preceding twelve months,

Qutward payments on sccount of other services,
which had 1isen shaiply from the first to the second
half of 1950, were maintained in 1951/52 at or near
the high level of the previous year, in spite of the
fact thal payments on account of interest, profits and
dividends on invesiments in extractive industries
tended to decline from a peak reached late in 1950
or early in 1951. After the nationalization of the oil
industry in Iran, payments on account of investment
income from that country declined, while outpayments
of investment income of foreign owned oil companies
elsewhere in the Middle East increased.

* Excluding  government serviees, settlements,
war disposals, ecte.

*Including Fapasn.

¢ Argentina, Brazil, Chile, Pareguay, Peru,
Uruguay.

¢ [relading [celand and Ireland.

*Including Japan and ecastern Europe.

NET CAPITAL FLOW

Tdentifiable net capital movements to primary pro-
ducing countries in 1951/52 were somewhat lower
than in the preceding twelve months (see table 76).
There was a sharp decline in the outflow of capital
from the United Kingdom, which was only partly offset
by a slight increase in the outflow from the United
States and by increased disbursements by the Inter-
national Bank for Reconstruction and Development.
The change from 1950/51 1o 1951/52 in capital flow
from the United States was the net result of a sharp
decline in the net outflow to Canada, the largest single
recipient of United States capital, and a substantial
increase in capital movements to other primary pro-
ducing areas, especially in the fust half of 1952
This 1ise, together with increased lending by the
International Bank for Reconstruction and Develop-
ment, mote than offset the decline in United Kingdom
capital exports to areas other than Canada,

United States private long-texm investment™ in all
primary producing countries was about 16 per cent
lower in 1951/52 than in 1950/51. The outflow of
private long-texm capital to Canada, which had been
exceptionally large in the second half of 1950, declined

* Including reinvested profits of foreign branches buat not
of subsidiaries of United Siates firms. Reinvested carnings
of subsidiaries in countries other than western Europe rose
from $3G66 million in 1930 to $574 million in 1951. Data for
1952 were not available when this report was prepared.
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Table 76. Net Capital Outflow® from the United States, the United Kingdom and
the International Bank for Reconstruction and Development 1o Primary Producing
Countries, 1950 10 1952
{Millions of United States dollars)

Desrination Total
Source and period Latin Duur._nm ﬂfkur Jn~. E.'(_-
Canada America® sterling primary cluding cluding
y areat producerst Caandu Caneds
Total, United States:
1950 Second half 533 150 34 70 827 204
1951 First half . 271 238 19 77 605 334
1951 Second half io8 145 127 141 581 413
1952 First half 272 a70 98 158 898 626
Total, private:
1950 Second half 531 150 39 77 837 306
1951 First half . 270 152 19 43 484 214
1951 Second half 168 145 19 111 443 275
1652 Tirst half 269 356 17 54 696 427
Private, long-term:
1956 Second half 428 95 40 51 614 186
1951 First hall . 289 136 15 29 469 180
1951 Second half 202 22 30 41 295 93
1952 Tirst half 300 161 42 111 614 314
Total, United Kingdom.:
1950 Second half ~56 179 67 190
1951 First half . 20 252 126 398 '
1951 Second half 92 176 ~a0 34
1952 First half —8 98 17 107
Total, International Bank for
Reconstruction and
Development:
1950 Second half e 16 4 ——— 20 20
195F Ivirst half . R 25 17 2 44 44
1951 Second half — 32 38 5 75 75
1952 First half — 33 42 20 95 95

Sonree; United States Department of Com-
merce, Survey of Current Business, December
1952, and Balance of Payments of the United
States, 1949-1951; United Kingdom Balance of
Payments, 1948 to 1951, Cmd 8379 and United
Kingdom Balanee of Payments, 1949 ro 1952,
Cad  8666.

* Exeluding unilateral transfers. United Stutes
grants to primery producers in 1950/51 amounted
to approximately $400 million, in 1951/52 to
approximately $590 million; most of these grants
were to countries of the Middle East and Fur
Eust, United Kingdom celenial grants were £14
million ($39 million} in 1950/51 and £28 miflion

sharply in 1951. Capital outfow for direct investment
in other areas, which had slowed down sipce 1940
as a result of the progressive completion of instal-
lations connected with the petioleum industry in Latin
America!® and the Middle East, 1eached its lowest
point in the second half of 1951, However, the down-

¥ Ship sales to Panamanian operators controlied by United
States firms, amounting in 1949 and 1950 to ever 360 million,
are recorded in the United States balance of payments as
capital emtflow, Part of the recorded deeline in United States
investment in Latin America is attributed to the virtual stop-
page of such sales in 1951,

(578 million) in 1951/52. Minus siza () indi-
cates net inflow of capital from primury producing
nrea.

" Excluding United Kingdom receipts and pay-
ments on capital account with Ladin American
detlar countries.

“Including United Kingdom receipts and pay-
menis on capital account with Ireland and Ice-
Jand.

" Ineluding United States and United Kingdom
receipts and paymenls on eapital eccount with
Japan and China; and United Kingdom reeeipts
and paymenis on capilal account with eastern
Europe.

ward movement in direct invesiment in all areas was
reversed in the first half of 1952, Part of the increase
may have reflected special factors, such as tax pay-
menls and the blocking of remillances on United
States investments in Brazil. Even after account is
taken of the spécial factors, however, there may have
been a shift in 1952 fiom the earlier downward trend
in United States oversea investments. The principal
causes were the resumption of petroleum investment
in Latin America and the Middle Fast and the increas-
ing tempo of investment in the production of ores and
metals, such as izon ore in Canada and Venezuela, and
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aluminium in Canada, and in numercus other pzojects
in Latin America, Africa, Canada and elsewhere

Lending by the United States Government to primary
producing countries in 1951/52 was substantial, large-
ly because of disbursements under the $190 million
wheat loan to India. Loans by the Expott-Impoil
Bank of Washington fell off in 1951/52, compared
with 1950/51 when Argentina had received a credit
of $125 million for the funding of commercial debts;
they 1eached a low point of only $35.1 million in the
second half of 1951, but rose to nearly twice that
amount in the first half of 1952

The movement of short-term funds between the
United States and individual primary producing coun-
tries was of sizable proportions in 1951/52, but the
net flow to the group as a whole was substantially the
same as in 1950/51. There was a reverse flow of such
funds to the United States from Canada, owing partly
to the fzct that United Stales speculative investors in
Canadian securities tended to sell out as the Canadian
dollar appreciated in lale 1951 and early 1952. On the
other hand, there was an incieased outflow——partly
involuntary—of United States shortterm capital to
other areas, chiefly Latin America, where several
countries sccumulated substantial comunercial arrears.
It was teported that United States banking claims
against Brazil alone incieased by $264 million duting
the twelve months ending 30 June 1952,

The capital outflow from the United Kingdom to
primaty producing countries fell by the equivalent
of about %450 millien fiom 1950/51 to 1951/52. A
major part of this reduction probably reflected short-
term factors, Shorttexm outflow to Austialia was
affected duting 1950 and the first half of 1951 by
speculation on the possible appreciation of the Aus-
tralian pound. There was also a considerable specula-
tive outflow to the Union of South Africa. It is likely
that these speculalive movements were substantially
reduced or even reveised as these countries began to
encounter balance of payments dificulties towards the
end of 1951 and eatly in 1952, The 1eduction in the
net outflow of United Kingdom capital to primary
producing countries in 1951/52 was in part also ac-
counted for by Further sales of British investments in
Latin America. Brazil, for example, acquired $29
million of such investmenls in the latter part of 1951

Lending by the International Bank for Reconstiuc-
tion and Development increased gradually threughout
the period under consideration, reflecting the rising
number of operations undertaken over a wide range
of fields of investment. Some new loans were granted
to primary producing countries for broad projects of
general development; these included $40 million to
the Belgian Congo, $28 million to Yugoslavia and
$20 million te Finland. A similar loan granted in

1950/51 to Australia began to be utilized on a large
scale in 1951/52. Loans to Latin America were pre-
dominantly for power projects and the development of
transportation. Flood control and irvigation loans
made to Iraq and Thailand in 1950/51 began to be
disbursed in the following year.

Gross French investments in oversea dependencies
in 1951/52 wete planned®® to exceed those of the
preceding year. The contiibution of the French Gov-
ernment to the financing of investments in TIrench
North Africa {Tunisia, Algiers and Mozoceo) was to
be $150 million in 1952, compared with $140 million
tn 1950 and $137 million in 1951, Public investment
plans for 1952 in other Irench oversea territories
called for an expendituze of $229 million as against
494 million in 1950 and $177 million in 195177

GOLD AND FOREIGN EXCHANGE ASSETS

Changes in the holdings of gold and in net foreign
exchange assets of the primary producing countries
are set oul in table 77. The reserves of gold and of
dollar and sterling balances, taken together, reached
their highest point for the period under consideration
at the end of June 1951 Between mid-1950 and
mid-1951, the period of the raw material boom, the
gold, dollar and sterling assets of primary producing
countries had risen by $3,200 million. Of this total,
somewhat less than $1,900 million was liquidated
from mid-1951 to mid-1952 as the raw material boom
subsided. However, in teims of the purchasing power
over imports from the United States and western
Europe, the value of reserves in Junme 1952 was
substantially less than in June 1950. In the latter
part of 1952 the fall in reserves, both in money and
real lerms, was arrested as the external assets of the
majority of primary producing countries showed slight
increases, and import prices began to decline.

It may be noted that the main reduction in reserves
from mid-1951 to mid-1952 was in sterling balances.
The gold and dollar holdings of all primary pro-
ducing counlties taken together actually increased by
%270 million, while sterling balances declined by
$2.100 million. This is a reflection of the fact that
the primary producing countiies esperiencing the
areatest balance of payments difficulties in the second
half of 1951 and the first half of 1952 were in the

© Generel Commission for the Plan of Modernization and
Equipment, Cing ans dexécntion du plan de modernisation et
d'équipment de PUnien Francaise—Réolisations 1947-51 et
Programme 1952 (Paris).

Y Net capital outflow from Frence to its oversea depend-
cncies was given by the Organisation for European Economic
Co-operation as $125 million in 1950 and $237 million in
1951 See Errope—the Way Ahead (Paris), December 1952,
page 255,

e T e+ R U S
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Table 71.

Gold Reserves and Foreign Exchange Assets" of Primary Producing

Countries, 1950 to 1952
(Thousand millions of United States dollars)

At Change during period
Buate or period end of D ——— S Total
period Gold Bollars Sterling
30 June 1950 14.8
1 July 1950 to 30 June 1951

Total, all countries” 180 0.7 1.1 1.4 32
Canada 20 01 0.3 — 0.5
Latin America 40 03 03 01 06
Oversea sieiling area® 890 — — 15 1.5

Countries 64 e — 0.7 08
Dependencies 25 —_ s 0.7 07
1 July 1951 to 30 June 1952:

Total, all countries" 16.1 02 01 —21 —19
Canada 24 02 02 ——n 04
Latin America 35 01 —01 020 —05
Oversea sterling area” 73 =01 — =15 1.6

Countries 4.4 =01 — 1.9 20
Dependencies 29 — o 04 0.4

Souwrce: United Nations Deportment of Feo-
nomic Affairs.

* Including shortsterm doilar holdings and ster-
ling balances, public and private.

¥Including certain primary producing coun-
tries not included in sub-etals.

¢ Official balances only.

first place countries in the oversea sterling area,
whose deficits with other areas were ieflected in
changes in sterling balances. Large deficits weie
also incurred by certain other countries such as
Argentina, Biazil and Egypt, which employ sterling
on a considerable scale for settlements, not enly with
the sterling area, but also with transferable account
couniries in western BEurope!® Thus, the sterling
balances of six South American ecountries?” fell from
£57 million at the end of 1951 to £8 million on
30 June 1952, the Iailer figme probably being below
the working halances which these countries would
wish to hold in normal cireumstances. Egypt likewise
ran down ils currently disposable sterling balances
to a very low level, as a 1esult of which a special
advance of slerling from the British Government

became necessary.

Similarly, the steiling balances of the independent
oversea sterling counuies fell by over £300 million

" Thus, net sterling transfers to continental western Europe
from other non-sterling countries increased from £25 million
in the first half of 19531 to £81 million in the second half
of the year snd to £71 miilion in the first kall of 1952,

™ Argentina, Brazil, Chile, Paroguay, Peru end Uruguay.

" Sterling balunees of dollar area and “other
Western Hemisphere” as reported by the United
Kingdom, less slerling balances lheld in  the
United States, as reported by the United States
in Federal Reserve Board, Federal Reserve Bul-
fetin. {(Washiagton, . C.).

® Exeluding Ireland.

in the second half of 1951 and by a somewhat larger
amount in the first hall of 1952, the bulk of the
decline being accounted for by a reduction in Aus-
tralian holdings.*® As indicated previously, Aus-
tralia’s position was vulnerable, not only in respect
of the heavy adverse movement in its tiade balance
but also owing to the lmge influx of speculative
capital which had occurred up to mid-1951.

The upward trend in the sterling balances of the
United Kingdom dependencies, which had been in
evidence throughout the earlier post-war years, con-
tinued in 1951 and 1952. The dependencies have
had in recent years a trade surplus with the dollar
area and continental Furope which was only partly
offset by a deficit with the United Kingdom. In 1951
and 1952 a surplus occurred, not only with these
other areas, bul also with the United Kingdom itself,
Furthermore, an inerease in United Kingdom govern-
ment expenditures in the dependencies and in grants
to them since mid-1951 has added to their sterling
resourees.

* Australia's official foreign exchange holdings (which ex-
elude hoidings of banks and businesses but include some
small emounts of other carrencies in addition to sterling)
fell from $1,588 millien to §659 million.
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Whereas foreign exchange reserves in many over-
sea sterling countries declined, a number of primary
producing countries in the dollar area, especially
Canada and some of the Central American countries,
as well as certain non-sterling countries in Asia,
added to their gold and dollar balances in the first
half of 1952.%! This was a result of the rise in United

States imports in the first half of 1952, partly seasonal
and partly for the 1estocking of certain raw materials,
and of the increase in United States capital outflow.

M An increase since mid-1951 in Egypt's gold reserve and

dollar heldings was due in part 10 a release by the United
Kingdom from the Egyptian blocked sterling account of $40
million in United States currency.



Chapter 6
TRADE OF EASTERN EUROPE AND MAINLAND CHINA'

Changes in the Structure and Level of Trade

The trade of eastern European couniries and of
mainland China with one another continued to in-
crease in 1951 and 1952 while their trade with the
rest of the world fell. The long-term effects of this
trend are revealed in table 78, whete the ratio of t1ade
among the members of this group of countries to
total trade is indicated for 1937 and for a series
of post-war years. Taking the group as a whole,
while such trade was probably equivalent to 10 per
cent or less of total trade in 1937, it accounted for
two-thirds or more in 1951. Furthermore, while in
1937 trade with the Union of Seviet Socialist Repub-
lics accounted for less than one per cent of the trade
of other countiies in the group, it amounted to some-
thing approaching one-thitd of their trade, on an
average, in 1951. One of the largest shifts in trade pat-
tern occurted in the case of mainland China, whose
trade with the other countries of the group accounted

*Fastern Europe incindes Albanin, Bulgsria, Czechoslovakia,
eastern Germany, Hungary, Poland, Romaniz, the Union of
Soviet Socialist Republics; mainland China, the area con-
trolled by the Central People’s Government of the People’s
Republic of China.

for less than 5 per cent of its total trade in 1937, and
for 61 per cent in 1951. Moreover, the rapidity of
the change in the geographical composition of main-
land China’s trade may be judged from the fact that
in 1950 trade with eastern Lurope had accounted for
only 20 per cent of jts total trade®

In eastern Germany, Poland and Romania there
was a fall in the share of eastern Burope and main-
land China in total trade from 1950 1o 1951, for
1easons which are indicated below.

The drastic reorientation of the direction of trade
referred to above was accompanied by a substantial
rise in aggregate volume. On the basis of various
recent official statements, it may be estimated that
the general order of magnitude of the increase in
qguantum of trade of easlern Lurepe between 1937
and 1951 was 40 per cent. The quantum of exports
of mainland China in 1951 was 60 per cent higher
than in 1936, and trade was approximately balanced.

*In 1952 the proportion of the trade of mainland China
with eastern Lurope inercased further, to 72 per cent.

Table 78. Trade of Eastern European Countries® and Mainland China with One Another, as Percentage
of their Total Trade, 1937 and 1948 to 1951

Percentage rativ te totol teade of trade wich

Country Eustern Europe® awd pinfond China USSR
_ 137 1048 104 1950 1951 i 1951
Albania . L 9 38 160 100 100 e 57
Bulgaria 12 74 82 88 92 — 58
Czechoslovakia 11 30 45 52 GO t 28
Hungary 13 34 46 61 67 — 29
Poland 7 34 43 59 58 1 25
Romania ‘ 18 71 32 83 79 — 51
AVERAGE, ABOVE COUNTRIES 12 51 . 65 —_ 31
China, mainland - .. .. 26 01 —_
Germany, eastern” 17" 75 77 86 9
USSR 44 80°

Source: Vneshniaya Torgoviya {Moscow), Octoher 1952;
Probleme Economice {Bucharest), September 1932, Post-war
data for Chinn mainland from statement of Miaister for
Foreign Trade, People’s Duaily (Peking), and for eastern
Germany from Statistische Praxis (Berlin), May 19587 1937
date for China mainland and USSR from League of Nations,
Internatione! Trade Statistics, 1938 (Geneva, 1939).
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* Albania, Bulgaria, Czcchoslovukia, eastern Germany, Hun-
gary, Poland and the Soviet Union.

* Excluding trade with western Germany.

¢ 1936.

¢ Covering trade of the Soviet Union {1937 area) with
Chirllg,ZCzcci:oslovakia, Hungary, Poland and Romania.

ool

52.
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The largest increases in foreign trade appear to have
occurred in the case of Poland and the Soviet Uniomn,
while the rise in Czechoslovakia’s trade was relatively
small owing to the fact that the impact of the decline
in east-west trade upon the structure of production
and trade was considerable in that country®

The implication of the above data is that the trade
of the countries of eastern Europe and mainland China

with one another rose at least sevenfold in volume
between 1937 and 1951, while eastern Europe’s trade
with the rest of the world in 1951 was equivalent
to ene hall or less of the pre-war volume.

The quantum of trade of the five eastern Luropean
countries listed in table 79 increased by about one-
quarter from 1949 to 1951, The corresponding rise
in the volume of trade of the Soviet Union was per-

Table 79. Quantum of Trade of Selected Eastern European Countries, 1950 and 1951

{1949==100)
Imports Ezports Total
Country and item PR B
1950 1951 1956 1951 1950 1951
Bulgaria:
Total trade . 75 2 97 103 84 85
Trade with other countries of eastern Europe®
and mainland China . 90 95
Trade with rest of world 56 38
Czechoslovakia:
Total trade ‘ . . . 87 124 01 106 39 114
Trade with other countries of esstern Europe®
and mainlend China . 108 167 107 138 107 152
Trade with rest of world 71 89 77 76 4 83
Hungary:
Total trade . .o 110 136 117 141 113 137
Trade with other countries of eastern Europe®
and mainland China . . 141 204 157 198 149 200
Trade with rest of world 85 83 8 87 81 84
Poland:
Total trade . . . A . 105 146 102 123 104 135
Trade with other countries of eastern Eurepe®
and mainland China . ... 153 205 130 158 142 182
Trade with rest of world 70 104 79 95 75 99
Romania:
Total trade . . o126 139 109 132 118 136
Trade with other countries of eastern Europe
and mainland China . 119 131
Trade with rest of world 111 158
Source: Probleme Econemice, September 1952 * Albania, Bulgaria, Czechoslovakia, eastern Germany,

haps roughly of the order of one-third.* In Hungary,
Poland and Romania there were increases in trade
hoth in 1950 and 1951. In Czechoslovakia, however,
there was a significant drop in the volume of trade

9See explanation below of decline in Czechoslovak trade
from 1949 te 1950. See alse United Nations, Forld Economic
Report, 1950-51, chapter 7.

“Based on the fodowing indications: according to [svestia
{Moscow), 21 December 1949, the quantum of trade of the
Soviet Unien in 1949 was more than double that of pre-war;
in a speech by Nesterov, reported in International Economic
Conference, Information Bufletin No. 3 (Moscow), 6 April
1052, it was stated that the quantum of trade of the Soviet
Union “now” was roughly three times as great as before
the war.

Hungary, Poland, Romania and the Soviet Union,

from 1949 to 1950, while in Bulgaria the level of
trade both in 1950 and in 1951 was well below that
of 1949,

The decline in the quantum of Czechoslovak trade
from 1949 to 1950 1eflected the decrease by some
25 per cent in trade with countries outside eastern
Europe, and the fact that the commodity composition
of Czechoslovak expots had not yet been fully oriented
to demand in ecastein Buropean countries, which was
primarily {or raw materials and industiial equipment
and only secondarily for products of light industry,
which had constituted the major element in Czecho-
slovak exports to other countries.



Chapter 6. Trade of eastern Europe and mainland China 129

The fall in the trade of Bulgaria, on the other
hand, is not fully attributable to the contraction of
trade with countries oulside eastern Europe but ap-
pears to have been due to a reduction in impoits
from eastern Eurepean countries as well. This, in
turn, may have been due to the failure of Bulgarian
expotls to expand.

In Czechoslovakia, eastern Germany, Hungary, Po-
land and Romania, there were increases in trade
from 1950 to 1951 both with eastern Europe and
the mainland of China, and with the rest of the woerld.
The latter increase offset partially o1 wholly the shaip
declines which had occurred from 1949 to 1950. In
eastern Germany, Poland and Romania substantial
increases in trade in 1951 with countiies other than
those in eastern Lurope and mainland China had the
effect of reducing the shares of the latter countries
in the total tade of these three countries, as men-
tioned above. The scope of these increases in trade
was, however, limited. In the case of Poland, the
rise in the value of trade with countries outside
eastetn Enrope was largely confined to trade with
Austialia, Denmark, Finland, France, Italy, Malaya
and Sweden. In Romania, where trade with other
eastern Luiopean countiies and with mainland China
increased less between 1949 and 1951 than ils trade
wilh the rest of the world the most important trading
pariners oufside eastern Europe in 1951 were Austria,
Egypt, Finland, Naly, Switzeiland and the United
Kingdom.

The expoits of the Chinese mainland rose 19 per
cenl in quantum from 1950 to 19517 Taken together
with the increase in the share of trade with castein
Eutope from 26 per cent to 61 per cent belween
these years, this implies something approaching a
thieefold 1ise in exports to eastetn Euwtope, and a
fall of one-third in exporls to the rest of the world
In table 80 details are given of some leading com-
modity exports of mainland China in 1936 and in
1951. The conmodities listed accounted for approxi-
malely 40 per cent of the total value of exports [rom
China, including the north-cast region, lo the rest

of the world in 1936.

Available indications aie that there were [urther
increases in the total trade of the group of countries
under consideration in 1952, mainly as a resuit of
the continued development of their ttade with one
another. Patienlarly large percentage increases in
trade with eastern Germany and with mainland China
were 1eported® In many cases the size of these in-
creases reflected the aelatively low level of trade

" Vneshniaya Torgoviya, March 1952

#It was reported that between 1951 and 1952 castern Gers
many doulded its trade with Hungazy, trebled its trade with
Romenia and quadrupled its trade with mainland China.

Table 80. Mainland China: Selected Exports,
1936 and 1951 °

{Thousends of metric tons)

Cammaodity 1236 1951
Antimoeny 7 20
Coal 4,862 7,430
Egz products 63 70
Ground-nuts 172 250
Salt . 997" 100
Sitk, raw 10 10
Soy-beans 1,509 2,480
Tea . 34 100
Tung oil a7 100

Sovurce: 1936: League of Nations, International Trade Sta-
fistics, 1938 (Geneva, 1939), adjusted for inclusion of north-
cast region; 1951: Ta Kung Pao (Shanghai) 8 April 1952

* 1938.

between particular pairs of countiies in the group
during previous periods. On the other hand, the
quantum of trade of Czechoslovakia rose only 3.4 per
cent from the first half of 1951 to the fust hall of
1952, an increase in trade wilh eastern Europe and
mainland China slightly more than offselting a decline
in trade with the 1est of the world, Thas the share of
eastern Eurepe and mainland China in Czecheslovak
trade 1ose further, to 68 per cent in the first half of
1952. From 1948 to 1952 the lotal volume of trade of
eastern Lurope and mainland China is repotted to
have approximately doubled, while trade among the
couniries of the group inereased threefold ?

A giowing proportion of the Liade among eastern
Euwropean countries and mainland China consisted of
industiial taw malerials and heavy equipment. Among
the Soviet Union’s leading exports to other couniries
in this group were iron, manganese and chromium
ores, raw collon, pelroleum products, agricultural
and industrial equipment, and chemicals. The Soviet
Union’s impoils from these countries included coal,
petroleum, ferrous and non-ferrous metals, industrial
machinery, railway equipment, dry goods and to-
baceo® There was also a substantial two-way trade
in foodstufls. In order to 1clieve domestic shoilages,
Crechoslovakia imported over one millon tons of
grain from lhe Soviet Union late in 1950 and early
in 1951; a similar quantity of shipments during 1952
was provided for under the agreement of 5 Apiil
1952 between Crechoslovakin and the Soviet Union.?

Pl reshniaya Torgovlye. October 1952,

“Fueshniaya  Torgovlva. October 1952, and  Prebleme
Feonomice, Seplemher 1932,

?It was reported that in 1952 Crechoslovakin imported 48
per cenl of its wheat requirements, as well as a considerable
preportion of its needs in other foodstufls See Crechoslovak
Ministry of Foreign Trade. Czechoslovele Fconomic Bulletin
(Prague), 1 January 1953
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E;sf’t-"West Trade

The current dollar value of trade of eastern Euro-
pean countries and mainland China with the rest of
the world, as reported by thelr trading pariners,
increased by nearly 16 per cent from 1950 to 1951
and fell by 20 per cent from the first half of 1951
to the first half of 1952, as shown in table 81. It
is probable that the quantum of east-west trade de-
clined between both periods. Except in the case of

mainland China, however, whose trade with countries
other than those in eastern Europe fell drastically
in the first half of 1952, it is possible that the decline
in the total quantum of east-west trade in that period
was falily small.

In the first half of 1952, United States expoiis to
the eastern European countzies under gonsideration
amounted to less than half a million dollars, and

Table 81. Trade' of Eastern Europe and Mainland China with Rest of Wozld, 1950
10 1952
(Millions of United States dollars)

Period Enstern Eurcpe® Mainland China Total

e Ezpares Imparts Ezports Imparts Expares Imporis
1950 Full vear s .. 8629 930.4 4762 409.3 1,339 1 1.339.7
1951 Tull vear ‘ 1,097 8 1,104.0 4727 439.6 1,570.5 1,543.6
1951 First half . 544 4 563.7 2503 3144 7947 878.1
1952 First half 587.3 541.9 150.6 516 731.9 593.5

Sonrce: Statisticel Office of the United Nations.

¢ fixports and imports, foh

imports to $19.5 million compared with $35.8 million
in the frst half of 1951. Exports to China mainland
were zero, but imports were valued at $22.6 million.?®

1 United States experls were restricted in saccordance with
the provisions of the Export Contrel Act of 1949 and am
embargo on strategic exports to mainland China end North
Korea adepted by the United Notions General Assembly in
resolution 500 (V) of 18 May 1951. Similar controls were
ndopted in a large number of other countries: for details
see Mutual Security Agency, First Report to Congress, cover-
ing operations under Mutual Defense Assistance Control Act
of 1951 {Washington, D. C), 15 October 1952, appendix E.

v Atbanin, Buigaria, Czechoslovakia, eastern
Germany, Hungary, Poland, Remania and the
Seviet Unien:

1t is estimated that the quantum of western Europe’s
impoits from eastern Europe fell by 13 per cent from
1950 1o 1951 and exports by 6 per cent. From 1951
to the fist half of 1952, the over-all quantum of trade
probably declined somewhat further. As shown in
table 82, western Europe’s imports of grain from
eastern Europe 1ose to some extent in the crop year
1951/52, the share of eastern Lurope in the total
grain imports of western Europe increasing slightly.
However, the quantities of grain to be imported by

Table 82. Imporis of Grain by Western Europe,” 1949/50 10 1951752
{Millions of metric tons)
I heat and rye Muize, Darley, oats Tatal
Experting crea R e— e e ——
l9ap/50 Jvse/al 195152 mdafse Q950031 1951752 Jaefsn 1930/51 1951752
Avr soumces" 131 125 14.2 7.5 6.6 B4 20.6 19.1 226
USSR 04 0.5 0.8 10 0.7 10 14 12 18
Other eastern European
countries’ . . 07 03 0.2 01 01 01 08 04 03
ToraL, EASTERN LBurope® 1.1 0.8 10 11 0.8 11 22 1.6 21
Share in total imports of
western Furopesn countries
supplied by eastern Europe’
(percentage) B 6 7 15 12 13 11 8 9

Sourcer United Nations, Economic Bulletin for Europe,
vol. 4, No. 3 (Geneva), November 1952

* Austria, Belgium-Luxembourg, Denmark, Tinland, France,

western Germany, Greeee, llaly, Netherlands, Norway, Sweden,

Switzerland, United Kingdom.
" Including trade between western Euwropean countries,
¢ Exeluding Czechoslovakia and eastern Germany.
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the United Kingdom under its trade agreement with
the Soviet Unien concluded in October 1952 were
much lower than provided for in previous agree-
ments. 1!

» The new agreement for 1952/53 provided for United King-
dom grain imports of only 200,000 tons, compared with
900,000 in 1949/50, 800,000 in 1950/51 and 1,000,000 tons in
1951/52.

Table 83. Imports of Selected Commodities by
OFEC Countries® {rom Eastern Europe,” 1950 to
1952

{Thousands of metric tons)

Commaodiry pichi o5 Insae
Coal* 11,0619 10,9080 8,154.9
Major importers:
Sweden 25109 36049 3,1360
Austrin 2,3180 21376 1,886.7
Benmark 1.804 0 1.835.0 100.1
Cermany, weslern 1,376 3 5114 3594
Ttaly 1.2800 126311 8992
France 755.7 10905 14954
Norway 5150 1655 577
Timber" 1,361.1 7524 2496

Major importers:
United Kingdom 1,0295 511.5 822
Belgium-Luxembourg 1457 1445 374

Netherlands 98.7 682 822
Stect 1373 57.3 24.5
Muajor importers:
Sweden 44.0 215 11.9
Ttaly 43.0 16.2 6.0
Switzerland 175 5.8 0.7
Belgium-Luxembourg 15.6 90 55
Sugar 179.7 1864
Majar importers-
Sweden 32.7 45.5 256
Switzerland 258 122 128
Germany, western 210 65.7 72.0
Norway 213 188
Meat 64.0 432
Major importers:
United Kingdom 299 406
Germany, western 14.6 03
Eges 271 164 208
Major importers:
United Kingdom 12.0 16 1.3
Germany, western 56 49 3.7
Ttaly 5.1 74 10.0
Switzerland 4.3 18 55

Source: Statistical Office of the United Nations.

® Belgiwm-Luxembourg, France, western Germany, Haly,
Nethertands, Norway, Sweden, Switzerland, Turkey and the
United Kingdom; including nlso Austrie and Deamark in
the case ol coal.

" Bulgaria, Crechoslovakia, eastern  Germany, Hungary.
Poland, Romania and the Soviet Union.

¢ Iirst six months at annual rate.

*Including coke, lignite and briguettes,

® Thousands of cubic melres

There was also seme increase, in the first half of
1952, in western Lurope’s imports of egps and sugar
from eastern Lurope, as dicated in iable 83. Coal
and timber imports, however, were considerably lower,
In the case of coal, this largely reflected disagresment
on prices between Poland and certain importing coun-
tries as well as the improved supply in western Lurope,
Danish imports of coal from Poland were conse-
quently at 2 standstill in the Frst half of 1952 In
September 1952, Polish expoit prices for coal, which
had for a time equalled or exceeded the cif. price
of imports from the United States, were reduced.

While the aggregate volume of western Europe’s
exports to eastern Lurope and particolarly to main-
land China {ell between 1951 and the first half of
1952, there were some shifts in the commodity com-
position of exports, as indicated in table 84. The
decline was most marked in the category of machinery
and transport equipment, affected by export restrie-
tions, On the other hand, there were increases in
exports of foodstufls and lextiles. The food exports
included fish from Iceland, Norway and the Nether-
lands, butter {rom Denmaik and Sweden, and citrus
fraits from Italy. Most of the western European tex-
tite exporting countries participaled in the rise in
textile deliveries to ecastern Furope in the first half
of 1952,

There was also some inctease in exports or re-
exports of rubber and tin by the United Kingdom
and colonies to the Soviet Union in the first half of
1952, as shown in lable 85. The figuie for rubber
in the first hali of 1952 includes a substantial amount
licensed for export in 1951 while actual shipment
was delayed until 1952.

The value of Finland’s trade with the Soviet Union
increased in 1952, Following the completion of rep-
aralions shipments by Finland in September 1952,
a new agreement with the Soviet Union previded for
continued imports by the latter country of the prod-
ucts of indusiries developed in Finland to fulfil the
reparations programme. In addition, a triangular
agreement with mainland China and the Soviet Union
provided for Finnish shipments to the former country
to be paid for by impoits from the latter.

A few other countiies recorded a higher value of
trade with eastern Ewrope in the first hall of 1952
—particula:ly ceitain countries in the Middie Last
There was an inciease in Egypls trade with the
Soviet Union, mainly as a result of barter arrange-
ments completed carly in 1952 involving Lgyptian
expoiis of 22,450 tons of cotton in return for 200.000
tons of wheat Iran’s trade with eastern Europe. par-
ticularly Hungary and the Soviet Union, also 10se
under barter agreements {or Tranian exports of dates,
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Tuble 84. Exports to Eastern Europe® and Mainland China by OEEC Countries,
1951 and 1952

{Millions of United States dollars; annual rate)

Enstern Europe Muinland China

Cammuadity et
1951 1953V 1951 19528
Foodstufls 741 860 05 01
Otlier consumer goods 428 531 36 19
Textiles 15.3 28 2 05 1.2
Raw materials 086 1016 1.4 0.2
Other producers’ goods 3272 3076 21.3 8.8
Macliinery and tzanspoit equipment 1933 1626 b4 20
Metals and metal manufactures 67.0 77.5 6.9 0.1
Industrial cliemicals 421 492 4.3 6.4
Torar 5527 547.7 26.8 109

Source: Statistienl Office of the United Nations,
* Bulgarin, Czechoslovakia, eastern Germany,

Hungary, Poland, Romania and the Soviet Union

" Annual rate, based on first six months.

Table 85. Exports of Rubber and Tin from the United Kingdom and British
Colonies to USSR and Mainland China, 1950 to 1652

{Long tons)

) [7SSH Maintand China
Purtod J;rlbber Tin Itm;“mwmm_;"
fuly to December 1950 42,128 125 - 72518 474
Janvary to June 1951 20,618 — 50,798 —_
july to December 1951 35,426 — — —
fanuary to Tune 1952 64.873 200 — —_

Sonree: United Kingdom, Board of Trade
Jowrnal (Londony, 1 November 1952,

almond products and cotlon in exchange for sugar,
textiles and some machinery.’® An agieement signed
in September 1952 made provision for an increase in
the trade of Syria with Czechoslovakia, Pakistan,
whose exports to China and Poland rose in the first
half of 1952, concluded a trade agreement with the
Soviet Union in September 1952 providing for de-
liveries by Pakistan of 22,000 tons of jute and 13,150
tons of cotton in exchange for 150,000 tons of wheat.

¥ Provision was also made for Hungarian imports of Iranian
oil, but no aectual shipments appear to have been made in
1052,

* This figure may include 2 small element

of double-counting in the exports of Malaya and
re-exports of the United Kingdom

Other non-Ewopean countries, including Australia,
Hong Kong, and Japan, generally reported declines
in trade with eastern Europe and mainland China
in the first half of 1952, Tn 1951 India had imported
66,000 tons of rice and 360,000 tons of coarse grain
from the Chinese mainland. In the first half of 1952,
there was a decline in coarse grain shipments, but
riee impoits increased under agreements for further
importts of 150,000 tons. Ceylon also reached agree-
ment with mainland China in October 1952 for de-
liveries of rubber in exchange for rice. Argentina and
Brazil concluded trade agreements with Czechoslovakia
and Poland during 1952,
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ments, 108, 112 coffee, 36, 61; com-
mercin] arrears to western Europe, 102
consumer goods indusiries, 57 con-
sumption, 5960, 62; cost of livinm, 60;
dollur  deficit with US, 61, 89.90;
expert carnings. 58-50, 112; exports,
61, 108, 113; food supply, 60; gross
mational praduct, 68, 62 import restric-
tions, 61; imports, 5839, 61, 110.20;
income, 59 industrial produetion, 57
inflationary pressures, 605 investment,
115-16;  involunisry  accumulation of
export commodities. 61627 mining
production, 573 price-wage spiral. 63;
SALTE plun. 58n; sterling bajances,
125; stockpiling, 37 115-16; terms of
trade, 595 Arade 570 121, 132; trade
hulanees, 57; US private investment,
123-24;  US  short-terme loans, 124,
wapges, 00, 63

Bread grains. export carnings, 108109

Budgetary policy, 67, 102

Bulgatia:  agriculture, 44;  consumer
soods, 46; consumption, 46 deration-
ing, 190, 406; inecntive pay schemes, 4
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Bulgaria {continued)
inerense in fixed eapital, 445 industrial
preduction, 44; level of trade, 12R;
monelary reform, 10, 46; prices, 46
productivity, #4

Burma: agriculture, 65; cost of liviag,
65; export restrictions, G7; experts,
63, 05, 111-12; inventories, G5-66; rice,
63, 65, 111-12

Buying, anticipatory, 10, 57

c

Canada: agricultural  production, 26
consumpiion, 24; employment, 24, 27;
exports, 109.110, 120; gold and deliar
Ialances. 1265 govermmenl  expendi-
tures, 23, 27-2B5 gross national product,
26; imports, 115, 119;  industrial
production, 25; investment in  fixed
capital, 28-29; military expenditures,
23; production, 6, 35; surplus with
continental western BEuvope, 1215 terms
of trade, 29; textile impoerts, 119;
textife inventories, 35; trade balance,
105; US private capital investment, 89,
O0n, 123.24; wages, 32; wheal exports,
108-109

Capital, fixed: centrally planned econe-
mies, 44, 457 isvestment, Latin
America, 55, 58, 61, 124; invesiment,
private enlerprise economies, 19, 28.20;
investment. under-developed ecenomies,
7, 68

Capital  {formaltion,
economivs, 10

centrally  planmed

Capital  goods: demand  for, 6, 14;
defence production requirements, 843
exports, b; imports by primary pro-
ducing countries, 58, 105, 119; iater
national demand, 84 private invest-
ment, 0

Capital goods indusiries, expansion, 3

Capital transgetions: Canada, with US,
124 France. with French North Africa,
124; UK. with Australia, 124; UK,
with primary producing countries, 122
UK, with Union of South Afriea, 124
US shosl-lerm loens 1o primary pro-
ducing  countrics, 121, US,  with
Canada, 122; US, with primary pro-
ducing  countrics, 12224, US, with
western Europe, 102

Centrzl America, gold and dollar bal-
ances, 120

Central Financial and  Economic Com-
mittee  Oneinfand  Ching}, index of
production, 52

Centrally planned ceonomics, see Planncd
economics
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Ceylon: agriculture, (5; barter agree-
ment, 132; cost of living, 65; export
duties, 63, 6%, 6667, 108; exports,
63, 65, 110, 112; fats and oils, 110;
food production 67; reduction in ex-
pert duties, 108; rubber, 63, 65, 110
111; subsidy payments on riee, 653 tea
exports, 110; trade balence, 65-66

Chemicals, trade, 84

Chile; agriculture, 36; consumer goods
industrics, 57; copper exports, 112-13;
copper prices, B7n; cost of living, 60,
62-63: exchange rates, 59; exports,
112-13; fixed capital investment, 58-
59; foud supply, 60; gross national
product, 60, 623 import restrictions, 61;
imports, 57, 120; industrial produe-
tion, 57; inflationary pressures, 60;
inventories, 58-59: mining, 57; reud
private income, 59; terms of trade, 59;
trade balance, 57 urban meat short-
ages, 60; wages, 60

China {Pceople’s Republic) : agrarian re-
form, 53; agrieubture, 52-53; budget
surplus, 53; Central TFinanciel and
Economic Committee index, 52; con-
sumer goots production, 52, 53; con-
sumption, 53, 59-60, 62; co-operatives,
541 cotton outpui, §2-53; government
revenues and expensditures, 53; govern-
ment trading eompanies, 54 industeial
production, 523 lnbour productivity,
52; livestock increase, 52-53; major
changes in cconomic activity, 52-54;
military expenditures, 53; mutual aid
tenms, 53; nationalization of industry,
52 teal income of peasants, 53; retail
prices, 54 trade, 127-29; wages, 10,
53

China {Taiwan) ; agricubture, 71, I1L;
budget deficit, 70-71; cconemic situa-
tion, 70-71; exports, 111-12; imports,
117; industrial output, 71; inventories,
70-71; liquidation ef gold stecks, 70-
71; military expenditures, 70-71; retail
prices, 70-7T1; rice, 111-12; sugar crop,
71; sugar exports, 110

Clothing: subsidies, 34; see also Cost of
living; Textiles

Code of Liberalization of Trade, 95n

Coffee: production, 56; trade, 61, 112

Collective farms, 50, 53

Colomhis, passenger car imports, 119

Commuadity prices, reasons for decline,
31

Congo, Belgian, see Belgian Congo

Construction, 7, 29, 39, 40, bl, 55;
Japan, 70; Latin America, 55, 61, 62;
US, 29; see alse Residential construe-
tion

Consusmer  goods:  accumulation of im-
ports in under-developed countries, 73
centrally planned  economies, 46, 52,
53; industries, 3, 57; inventory accumm-
lation decline, 75; rationing, 47

Consumer  goods  industries, 3, 53, 57;
prodsctivity, 7; uncmployment in, 29

Consumption, 6; centrally planned econ-
omies, 46, 53, 5960, 62; decline in
some private enterprise countries, 24;
castern Germany, 46; effect of fiscal
and credit measures, 6; factors restrict-
ing, 21-24; Trance, 21, 34-35; India,
685 Ttaly, 21; Japan, 70; Latin Ameri-
ca, 55, 59-60, 62; measures for restrain.
ing, 38; private enterprise economies,
19-20, 24, 29+ reclution to gross national
praduct, 29; relation to real labour
income, 24; trends in under-developed
countries, 7-8; western Germany, 21,
29, 34.35

Controls, 39, 42, 48, 52, 117; see also
Price controls

Co-operatives, China, 53, 54

Cepper: exports 112-13; prices, 57n, 112-
113

Copra: exports, 110, 112

Cost of living, 3. 6, 8, 25, 62-63, 65; Asia,
8: effect of priceswage spiral, 6;
factors in increase, 23; Far East, 65,
indices, 5 {chart) ; Latin America, 8,
60, 62.63: leveiling off, 3; privete
enterprise cconomies, 20, 31; under-
developed countries, 8

Cotton: consmmption, 111; exports, 111,
113; production, 52-53, 11112

Cetton textiles: production, Indiz, 68-69;

trade, 83-84
Crops, see Food production; Preduction,
agricuitural

Cuha: consumption, 58, 59-60, 62 cost of
living, 60; exports, 112; fixed eapital
investment, 61-62; government support
programme, 61-62; gross national prod-
wet, 60, 62; imports, 119; real private
income, 59; stockpiling, 57; supgar, 56,
60, 61-62, 112; terms of trade, 59;
textile imports, 119; trade agrecmenis,
112 trade halance, 57

Currency changes, see Monetary reform

Crzechoslovakia: agricelture, 10, 45; con-
sumption, 46; demand pressure, 46;
diversion of grain to animal consump-
tion, 47; eflect of decline in east-west
trade, 128 exports, 128; food supply,
10, 128; free and black markets, 47;
imports, 129; incentive pay schemes,
44+ jncrease in  hAxed capital, 44;
industrial output, 10, #l; produetivity,
44; rationing, 10, 47; trade agreement,
142; trade, 128, 129; wapes, 10

D

Dehicit countries: recovery in terms of
trale. 76 regulation of imports and
exports, 75.76

Defiation, 13-34

Deflationary policies, effect in Denmark
and Netherlands, 42, 43, 94

Deliveries, compulsory, 46, 47, 48

Demand: chanzes, 19; elements suppert-
ing, 11-12; slackening, 3

Demand, internal: relation to balance of
payments, 40-13; restriction, 21, 43

eastern  Lurope,

Demand  and  supply,

1448

Denmark: agriculture, 26; balance of
service payments, 9495; compulsory
saving, 38, 42; constructien, 39;
deflationary polieies, 43, 94; employ-
ment, 39; exports, 39, 4142, 131; fiscal
and credit restrictions on foreign trade,
37-43; government expenditures, 27-28;
eross national product, 27, 39; imports,
37, 39, 40.41, 76; interest rate, 39;
investory investment, 3940; invest.
ment, 28-20, 40; policies restricting
domestic demand, 21; productien for
foreizn markets, 37; restriction of
building eredits, 40; subsidies, 34, 38;
taxes, 38; terms of trade, 29, 94, 97;
textile censumption, 35; trade with
Poland, 120; uncmployment, 24, 39,
425 wages, 24, 42

Depression, vounteracting influences, 12

Develustion, 13-14, 108; Argentina, 59n;
Indonesia, 110-11, 117; western Europe,
86

Dollar area: gold and dollar halances,
126 Japanese surplus with, 103; Latin
Amoerica’s  balance  with, 01, 321,
western Furope deficts with, 95

Dollar deficits, 9, 61, 87-92; downward
trend (19523, 89 cffect of decline in
US cconomic aid, 91; effect of decline
in US exports, 90; eflect of dollar
imper? restrictions, 90; effect of ex-
pansion in US imports, 87, 89; effect
of movements of speculative capital,
87; cffect of outhreak of Korean
hostilities, 89: efleet of outflow of US
private capital, 89; effect of phasing of
inventory changes, 87; effect of US
economic aid, 89; fell in US military
aid, 90; zold and dollar reserves for
financing  €1951), 89; increase in
world’s gold and doliar assets (1952},
89-90; incrense in dollar gap (1951},
89; outflow of US private capital
{1952}, 89; recovery of US imports
(1952}, 89; reduction, 12; sharp
fluctugtions  (1950-52), 87; see also
Balanee of payments; Non-dollar coun-
trics

Dollar imports, restrictions on, 9, 90

Doliar reserves, %4, 95, 124.20

Dollar supply: increase through long-
terim capital experts from US, 13;
need of decrease in dellar imports, 13

Drought:  Hungoary, 45; USSR, 51,
Yugoslavia, 10, 45, 48

E

Eastern Furopean countries, see Burope,
eastern

FEastern Germany, see Geimany, eastern

Enst-West trade, 128, 130-32; diminish-
ing importance, 11; effect of cuortail-
ment, I3

Baypt: barter agreements, 108, 131-32;
colton exports, 3137 export duties, 1083
imports, 119; reduction in  export
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Egvpt {continued)
duties, 108; sterling  Dbalonee, 125,
triaede, 129; trade holance, 121
Economic devclopment: role of UN, 14;
under-developed  countries, 14-15

Feonomic  disequilibrium, international:
relution to domestlic economic stahility,
1214

Eeonomic problems, world, 131-15

Ecenomic  stability,
econmuies, 11-12

private  enterprise

Eraployment: post-war levels, 11; private
enterprise ceonomies, 20, 24, 27; see
Unemployment

Engincering products, demand by primary
producing countries, 115

EPU, see European Payments Union

furope, esstern: agriculiure, 44-45; ex-
ports, 120, 127.28, 131, Jood supplies,
471 incentive pay schemes, 447 in-
crease In fixed capital, 44, 45, increase
in gquantuns of trade, 127-28; industrial
production, 445 intra-castern Buropean
trade,  127-29;  livestock, 47; major
changes In cconomic activity, 54
national income, 45 per capita foodl
vonsumption, 475 productivity, 44,
repid  rate of industrialization, 49
stockpiling, 46;  trade  with  Middle
East, 13%; see also Planned cconomics

Europe, western: hbalance of payments,
a7, U395, 9798, 101-103; changes in
exporlt and import prices, 9 changes
in quamntam of imports and exports,
76 changes in trade with the US,
103; commodity composition ef im-
poris, 7678 competition with dollar
area, 13-11; deficit on lransactions with
US, 93 defieit with sterling arva, 102;
demand Tor dellar goods, 13; dollar
hatances, 90; carnings from shipping,
93 expemcditores by US personsel and
armed forees, 93,0 103-102;  exports,
102, 120, 131; factors aflecting doliar
imports, 101; geographical distribution
of the external balance, 101-104; gold
and doliar reserves. 102; imports, 79,
102, 130-3%: inventory aceumulation,
102;  liberalization  of trade, 76-77;
tesms of trade, 9 770 93, 97; trade
balances, 97-98; US ceonomic grants,
102 US government Joans, 102 US
travel expenditures. 91

Luropean Payments Unien, 9, 125 cur-
tathment of imports. 10 dollar carnings
through EPU. 9535 nunsactions with
sterhing area, 99-100

Exchumge rates, 539, 06-67, see Foreign
exchange

Export Control Act of 1919 1Sy, 130n

Export duties nid restrietions: Far East,
63, 65, 065-67, 102, 103 ; reduction, 108;
wider-developed  eountries, 7

Export earnings, fluctuations in pimary
maoducing  countrics, 105.108

Export-Import Bank (US), 1315; louns
to primary produecing countrics, 124

Export incentive schemes, 85.87; remis-
sion of export taxes, 86; subsidy to
exportees. BO; use of dellar proceeds
to by restricted imports, 86

Exports: industrialized countries, 38, 39,
4112, 7985, 120, 131; mcasurcs for
stimulting, 38, 86;  [rom  under
developed countries, 7. 56, 58-59, 61,
63, 608-09, 83, 108, 110, 112, 113
quantum, 81, 94; tax rebates, 86

F

Far Fast: agrieulture, 63, 65; changes
in inventories, 635 cost of living, 65;
demand for mass consumpiion geods,
G6-67;  exports. 6367, 111.12:  food
subsidies, 67; government trade poli-
cies, 73 impert  liberalization, 63,
industrinl preduction, 65; major eco-
namic changes, 63-71; price controls,
65; reduction in duties, 65; supply of
consumeyr gowds, 655 trade halance, 63,
65-66

Fats and oils:
shortage, 110

inventorics, 110 world

Finiched goeds. changes in prices. 89

Finlend: loans by International Bank
for Reconstruetion and  Development,
1245 reduction in exporl duties, 103;
traele agreements, 3315 wade, 129, 131

Fiscal and credit polieles:  eifeer  on
balance of payments. 37, 38 in Japan.
705 stimulus to exports, 37; use in
regulating  trade, 3743, 757 use in
resirgining demand, 6. 11, 537

Five-ycar plans: see
and USSR

Food, decline in per capita production.

11

Foml exporting countries, 63

Europe,  eastern.

Food prices: private esterprise ceonomics,
31; world. 3 see Foodstufls

Fool production: ecrep failures in some
primary producing countrics. 9: Fur
Easl, 67; recovery since war. 11;
warld, 35 see afso Production, agri-
cultural

Foodstuffs: European imports. 79; im-
parts by under-developed countries. 34
increase in demand, 106 priees, 107-
108 rationing. 10, 47, 685 retail prices,
fr

Food supply: cestrally planned  ceono.
mive, 10, 129, eastern Earope, 10, 47
Latin America, 59-60; underdeveloped
counirics, 7-8, 68

Foreign exchange. 12, 14-15, 56, 81, 99
difiealtics. 81, rescrves, 56, 126 see
Gold and foreirn rxchange tvserves:
see afsa Storling halanees

Formosa. see China { Taiwan)

Frane arca: import restrictions. 81.83;
oversen ared, trade with US and OEEC
countries, #3n

France: agriceliuge. 26; Lalance of in-
visible trassactions. 94 bhudget, 1025
consumption. 2% 34-35; defence pro-

France fcontinued)
duction, 83; employment, 27; exports,
B1-83. 85; foreign exchange difficultics,
B81; government expenditures, 2728
gross national produet, 26, 27; im-
ports, 70, 78, 70, 81, % industrial
production, 25; investments in Freach
Union, 102; military aid te Induchina,
102; restrictions on imperts, 81; re-
fund of export taxes, 86; speeulative
outflows of private capital, 94; terms
of trude, 945 textiles, 34-35, 37 trade
with franc area, 83; trade with Poland,
129 trade baslsnce, 29, 9, 97.08, 102;
wages, 24, 32

French North Afriea, 124

reneh Unten, 83n, 162

G

Cermany. vastern: agriculture, 45; con-
semption, 46 industrial  production,
448 retail prices. 46; share of castorn
Europe and mainland Chine in total
trade. 127 supply of consumer goods,
40; trade, 127, 129; wages, 10

Germany,  western: agricallure, 26,
halance of invisible transactions, 94
hatanee of payments, 94; consumption,
21 29, 34-35; employment, 24, 27,
export profis, 24 exports, 81, 83, 86;
government expenditures, 27-28; gross
asational produoct, 26, 27; imports, 76.
78, indusirial production, 25; national
preduction, 6; privale investments, 28;
surplus with Brazil. 102.103; tax re-
hates, 865 terms of trade, 24, 04, 97;
trade, 04, 102; wagzes, 24, 32

Gold and foreign exchange rescrves, 12,
BS990, 95, 102, 1265 primary producing
countries, 12420 see alse Forvign
exchange

Government  expenditure: private enter-
prise couniries, 27-28, 70 reduced rate
of expansion I industrialized coun-
tries, 11-12; refation to natienal out-
pul. 3; rise in military outlays, 19

Grain: diversion o animal censumplios,
A7 imporis, 70, 116-117, 129, see alse
Hread grains

Greeee: imports of grain, 70

Gross national  produet: Auvstralia, 27,
Belgium. 27; Canada, 26 components,
22, 2731 57, 59, 62; Denmark, 27,
39 facters in incr 21; France. 26,
375 how t'miz]mh-d. 20n; India. 08;
ltaly. 20, 275 Tapan, 70; Latin America,
5750, 60 62; Netherlamls, 26, 27, 39;
Norway, 27 privale entlerprise cocone-
mirs. 19, 200 27; Sweden, 27; UK,
27, US, 27 western Germany. 26, 27

H
Harvest, see Production, agricultural
Hong Kong: decline in trade with castern
Europe and mainland China, 132
Hours of work, western Euvope, 7
Housing, sce Residential constiuction
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Hungery: agriculture, 45; consumption,
46; demand pressure, 46; diversion of
grain  to animal consumption, 47;
drought, 45; ineentive pay schemes,
44; increase in fixed capital, 44 in-
dustrial production, 10, 44; level of
trade, 128: national income, 45;
productivity, 44; rationing, 47; real
wages, 47; trade, 120

1

{celand: fish exports, 131

Tmport duties: effect on dollar supply,
13; Iar East, 65

Import prices: effect on  consumption,
23+ western Burope, 77

Tmport restrictions, B1-83; TFur East, 116-
117; Latin America, 12, 61, 75-76, 81-
83; oversea sterling aren, 127 under-
developed countries, 73 western Europe,
12

Imports: capital goods, 5859, 119;
changes in volume, 4041, 76-77; curb
on domestic demand for, 9-10; demand
for, 8 industrialized countries, 4041,
76, 7879, 81, 95; liberalization, 65,
95, 97; primary producing eountries,
5%, 57, 58-59, 61, 114, 119-120; rise in,
114-20

Ineentive pay schemes, 44

Incentives, export, see Lxport incentive
schenses

Income, real, 53, 59

Income, national, centraily planned econ-
ones, 4546, 33

Ineome, transier, reduction, 24

Income tax: eflect on real wages, 32;
see afse Progressive income tax

India: agriculture, 67-68; consumption,
68, 69; cotton textiles, 08-69, 83, 111;
carnings from cotton and cotton manu-
factures, 111-12; economic situation,
67-69: cxport carnings, 111; exports,
6369, 83, 110, 111; fixed capital
investment, 6B; food rationing, 68;
free and Dlack market prices, 68;
government  fiscal policy, 69; gross
pational product, 67, 68; imports, 68,
116-17, 20, 132 industrial production,
67-68; investment in inventories, 68;
jute, 1113 loan {frem US, 116-17;
production of fats and oils, 110; redue-
tion in export duties, 108; tes exports,
110; trade balanee, 68, 121; US wheat
loan, 124

Indochins, 102;
rice, 111-12

Indonesiz: agriculture, 63-65; budget
deficil, 67; copra exports, 110, 112;
cost of living, 65; currency reform
{1950}, 117; devaluation of rupiah,
110-111; exchange certificate system,
117; esxchange rtates for exports
lowered, 66-67; export duties, 63, 65,
66-67; export profits, 63, 65; exports,
63, 65, 110; food supply, 65; imports,
65-66, 119; industrial production, 63,
65; inflationary pressures, G67; mining,

expert earnings [rom

Indonesia (continued)
63; price controls, 65; production of
fats and oils, 110; reduetion in export
duties, 108 restrictions on imports,
117 rice, 65n; rabber, 63, 65, 110-11;
tea, 110; textiles, 119 tin, 63, 65, 111;
trede balance, 121

Industrialized countries: causes of deeline
in exports, 80-81; consumer goods im-
ports, 79; demand for raw materials,
106; exports of capital peods, 80-81;
factors influencing exports, 79-80; ratio

of raw material imports to manu-
facturing output, 79

Industrial production, see  Production,
industrial

Inflationary pressures: effect of resrma-
ment on, 1I; effect of shoriages, 11;
in under-developed countries, 14, 56,
60; rise and decline, 3-0

Interest 1ates, 39

International Bank for Reconstruction
and Development, 122, 124

International Materials Conference, 112-
113

International Monetary Fund, 8, 86n

International trede and poyments: decline
in quastum of world trade, 8; decline
in rate of inventory accumulation, 75;
disequilibrium, 8, 75-76; ecffect of sta-
tionary world industrial production,
75; eliminatien of deficits, 43; factors
in decline, 8; government measures to
deni with imbslance, 75; percentage
incrense sipce 1937, 11; primary pro-
ducing countries, 105-26; trends, 8-10;
see Trade; Balance of payments

Internationai Wheat Agreement, 108-109

{nventories: investment ir, 12, 19, 28, 55,
63; liquidation, 39-40; relation to
balance of payments, 9; speculative
orders, 21

Inventory accumulation: Argentina, 58-
59; Brazil, 6162, 115.16; Burma, 65-
66; Chile, 58-59; China (Taiwan), 70-
71; decline in, 75; Denmark, 39-40;
fluciuations, 3; Indis, 68; industrial-
ized ecountries, 7; Italy, 76; Japen, 69-
70, 76; Latin America, 55; western
Lurope, 102; western Germany, 76, 78

Inventory hoom, 3

Inventory cycle, relation 1o production,
25

Investment, fixed capital: Denmark, 28-
20 Japan, 70; Latin America, 55, 58,
61, 115-16; Mexico, 115-16; Nether-
lands, 28-29, 40; UK, 28-29; private
enferprise economies, 19, 28-29; under-
developed countries, 7, 115-16; US, 28-
20 USSR, 44, 45, 49; Yugoslavig, 45

Investment, forcign, 123-24

Investment, private: restraints upon, 19;

effect of fiseal and credit measures, 6;
factors influcncing, 21; Japan, 70;
primury producing countries, 122-23;
privete enterprise countries, 28-29, 40;
Sweden, 28

Iran: harter agreements with Hungary
and USSR, 181.32: exports and im-
ports, 119, passenger car imports, 119;
trade bhalance, 121

Iraq: crude petroleum cutput, 113; ex-
port guantum, cifect on trade belance,
120; loans by Internutional Bank for
Reconstruction and Development, 124
machinery imports, 11920

Treland, quantum of exports, 81

Frrigation projects, USSR, 50

Isteel, machinery imports, 11920

Italy: agriculture, 26; consumption, 21;
export profits, 24, export quotas, 95;
exports, 81-83; gross natienal product,
26, 27; importls, 76, 94; invenlories,
765 industrial production, 25; liberal-
ization of imperts, 95; private invesi
ment, 287 speealative inflow of capital,
94-95; tux rvebates on exports, 86;
terms of trade, 24, 94; trade, 129;
irade balance, 29, $7-98; wages, 32

I

Japan: agriculture, 70; balance of pay-
ments, 05, 97, 103; consumption, 70;
economic situation, 69-70; expenditures
by US, 91, 95; exports, 83, 85, 120;
fiscal policy, 70 geographical distribu-
tion of the externai balance, 103; gov-
ernment expenditures, 70; gross nation-
al product, 70; imports, 70, 76; in-
dustrial production, 69-70; inventory
aceumulation, 6970, 76; investment,
F; prices, 70; restrictions on exports
to sterling ares, 103 rice production,
707 surplus with sterling area, 103;
terms of trade, 70, 97 trade, 70, 76,
83, 85, 120, 132; US dollar surplus,
103: wool demand, 109

Jute, raw: exports, 111, 112; produc-
tion, 111

K

Korean hostilitics, effect on: demand, 19,
106; dollar deficit, 89; government
expenditures in  induostrialized  coun-
tries, 3; inventory accumulalion, 3;
trade balance in Latin Americe, 55

Kuwait, crude petroleum output, 113

L

Labour: shift [rom agriculture to in-
dustry, 10, 46; shortages, 44; see
Employment

Latin  Amerien: agriculture, 356, 60-61,
112; balance of payments, 55 61, 102;
balanee with deilar area, 61; balance
with western Burope, 1025 capital in-
flow, 89, 123.24; econstruction, 55; con-
sumer goods industries, 57; consump-
tion, 55, 59-60, 62; deficit with US,
121; expart carnings, 113; exports,
60, 112; fixed capital investment, 55,
58, 61, 124: food supply, 59-60; for-
eign exchange difficulties, 81; import
restrictions, 75.76, 81-83; imports, 55,
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Lutin America (continued)
119-20; industrial production, 57, 60;
inflationary pressures, 56; inventories,
55; loans from Internstional Bank for
Reconsteuction and Development, 124
mejor changes in economic activity,
35-63; mining, 57; petroleum, B9;
prices, 60; sales of DBritish investments,
124; textiles, 119; trade balance, 55,
56, 105, 121; US capital inflow, 89,
123-24; US 1travel expenditures, 91;
wrges, b6

Lebanon, machinery imperts, 119-20

Livestock, 52-53, see Meat

Luxembourg, see Belgium-Luxembourg

Luxury goods, restrictions on import, 117

M

Muchinery: exports, 85, 120; imports by
primery producing countries, 119.20
Malaya: agriculture, 65; copra, 110, 112;
cost of living, 65; export duties, 63,
65, 66-67; exports, 110-11, 112: {ood
production, 67; preduction of fats and
oils, 110; rubber, 110-11I: tin, 111,

trade, 129; trade balanee, 121

Man-power, see Labour

Manufsetures: expansion of inventories
in underdeveloped  countrics, 7; ex-
port prices, 97; import prices, 31 ; see
Prodsction, industrial

Menufacturing,  under-developed
tries, 7

Manufaeturing  activity, see Production,
industrial

Meat, exports, 56, 108-100

Metals, 24, 84, 111, 112.13; imports by
primary  produecing  countries, 120;
prices, 31

Mexicot agricultare, 56; consumer goods
industries, 57; consumption, 59-60, 62;
eosl of living, 60; cotton, 56, 113; ex-
port duties, 108; export profits, 58.
59; exports, 56; food supply, 60
gross national preduct, 60, 62: im-
ports, 53-69, 119, 120; industrial
production, 57; inflationary pressures,
60; investment, 115-16; mining, 57;
price-wage spiral, 63; resl privaie in-
come, 5%;  remittances of  migrant
labeur, 57; stockpiling, 57, 115-16;
terms of trade, 39; tourist trade, 57,
115-16; trade halance, 57; urban meat
shertages, 60; wages, 60

Middle East: dollar deficits, 9; exports,
113;  machinery  imports,  119-20:
petreieum, 89, 113 ; raw material prices,
113; trade with eastern Lurope, 131;
US private investment, 123-24

Military expenditure: effect on capital
goeds exports, 14; effect on consunip-
tion, 23; increases, 27-28, 53, 70

coun-

Mining: Latin  America, 57; under-
developed countries, 7

Monetery demand, excess of, 11

Monetary  reform: Buigaria, 10, 46;

Indonesia, 117; Romania, 10, 47
Mutual aid teams, 53n

N

Natienal production: private enterprise
economics, 6-7, 19; value compared
with that of arms production, 7; see
Gross national product; Production

Nationalization of industry, 52

Netherlonds:  balanee of paymenls, 91-
95; credit conmtrols, 39, 42; disinfla-
tonary policies, 43, %4; exporis, 38,
39, 41-42, 81, 131; fiscal and eredit
restrictions, 87-03; government cxpen-
ditures, 27-28; gross national produect,
26, 27, 39; import balance, 37: im-
ports, 39, 4041, 76, 79; induétrial
production 25; ventories, 39-40, T,
investment, 28-29, 40; policies restrict-
ing demand, 21; restriction of building
licences, 40; taxes, 39; terms of trade,
94, 97; textiles, 34, 35, 36-37; trade
balance, 29; unemployment, 24, 39, 41-
42 wages, 24, 42

New Zeslund: cxport earnings, 109-10;
import restrictions, 83; meat exports,
109; wool experts, 109

Non-dollar countries: incresses in US
imports frem, 13; effect of reduction
of US import dutics, 13; importance
of expunding trade among, 13: dollar
balances, 12-13

Non-sterling countries, gold und dollar
balances, 126

North Atlantic Treaty Ormanizgtion, 92

Northern Rhodesia: copper exports, 113
export guantum, offeet on trade bal-
ance, 120

Norway: agriculture, 26 balance of pay-
ments, 94 halance of service pay-
ments, 9495; clothing subsidies, 34;
exports, 80, 8183, 131; fish exports,
13%F; goverament expenditures, 27.28;
gross natiomal product, 2Z7; imperts,
76; production, 36 terms of trade,
23, 29, 94, 1exuiles, 35, 37; tiade hal-
unce, 48 wages, 24; wood, BO

o0

OEEC, see Organisation for European
Economic Co-operation

Offshore procurement programme, 92

Organisation for European  Economic
Co-operation, 75n; aggrezale  current
deficit, 95-96; balunees of individual
eountries, 96-97; balances with over-
sea sterling area, 102 coal HIporis,
101-102; deficit on current transactions,
93; exports of chemicals, 84; exports
of machinery and transport equipment,
85; gold and dolfar assets, 94, 95 im-
ports, 77, 79; re-expot of commosdities,
87n; trude halonce with UK and US,
101

Oulpur  per  man:  centrelly Hanned
cconomies, 44, 52; privale enterprise
economics, 7, 20, 24

Oversen frane area, see Franc aren

Oversea sterling area, see
oversen

Sterling area,

P

Pakistan: agriculture, 65; capital goods
imports, 116-17; ecost of living, 65;
cotton and cotton mansfactures, 66-67,
111-12; export duties, 6363, 66-67;
exports, 108, 111, 112; food production,
G7; imports, 116-17, 119; industrial
production, 63; jule, 66-67, 111, 112,
price supports, 66-67, 111; restrictions
on imports, 116-17; reduction in ex-
port dutics, 108; textiles, 111-12, 119,
trade agreement, 131.32

Pugsenger  cars, imports by
producing countries, 119

Peru, 119

Petroleum:  Middle
Venezuela, 112
Philippines: agricalture, 65; copra, 110,
112; cest of living, 65; exchange and
trade controls, 117; export earninus,
B1E-112;  exports, 110, 112; price
contrals, 65; production of fnis and

oils, 110; sugar, 110

primary

Eest, 89, 113;

Planned  cconowies, 44-54; agrieuiture,
10, 44; capital formation, 10; food
supply, 10, 7; industrin]l production,
10, 44 labour shortapes, 44, produe-
tion and tralde, 10-11; quantum of
trade, 11; targets, 48n, 51; see also
Europe, eastern; China {Psople’s Re.
publicy ; Union of Soviet Socialist
Repubiics

Poland: agriculiure, 10, 43; coal, 131;
consumption, 46; diversion of grain 1o
animal consumption, 47; exports, 131;
food  supply, 10; free and  Dblack
markets, 47; indastrial output and
plans, 10, 44; rationing, 10, 47: share
of castern Europe and mainland China
in total trade, 127; 1rade, 128, 329,
1325 trade agreement, 132; wages, 10

Portugal, 95

Price contrels, 39, 65

Priees: commodity, 31, 32, 46, 63, 65,
67, 69, #t, 106-107, 110; consumer
zoods, 23, 24, 46, 60, 62, 63, 70,
83, B85, 108; eastern Europe, 46.48;
effect on halance of trade, 97; Far
Eusl, 65, 70; free amd black markets,
40, 47; increnses, 6, 11, 62, 110; jute,
09; Lutin America, 60, 63, 105; private
enterprise ceonomies, 31-32; raw ma-
teriads, 6. 23, 31, 32, B85, 60, 63,
05, 66, 63, 76, 106. 107, 113; recession,
35 wvtail, 30, 51, 39, 60 see Cost of
living

Price-wage  spiral, 6, 11, 14 Lalin
Amcerica, 5, 63
Primary  commaodities,  see  Primary

products

Primary producing countrics: balance of
payments, 12026 composition of im-
poris, 1319-20; consumplion, 63; decline
in export incomes, 9; deficit with US,
1215 demand for dollar goods, 13;
cffect of quantum aand price changes
on trade balance, 120; export earnings,
fluctuations, 105-108, 110; external
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Primary producing counlries {continued)
deficits, 9; factors influencing level of
imports, 115; foreign capita]l inflow,
105; gold and foreign exchange assets,
124-26; government measurgs lo pro-
mote exports and stabilize incomes of
exporters, 108; Importunce of foreign
trade, 63 import 1estrictions, 910;
hmports, 9, 103, 114-20; imports of
capital geods, 9, 115, 120; international
trade and payments, 105-26; lag in
adjustment of imports to export earn-
ings, 114-15; loans by US Export-
Import Bank, 124; machinery imports,
119.20; metal imports, 120; passenger
car imports, 119; paymenis on trans
porlation accouantl to wesiern Lurope,
121.22; prices, 105; quaptum of im-
ports, 9; raw materie]l boom, 63;
surplus  with  western Europe, 1215
terms of trade, 9, 63, 134 trade bal
ance, 103, 120; trade wsnd exchange
restrietions, 115; US government loans,
124 US private investment, 122-24;
export unil values, 105

Primary products: changes in demand, 3,
14, 106, 103-13; factors afleeting ex-
ports, 108; importance of stubilizing
world demand, 14; indices of prices, 4
(chart) ; unit  values, 107-8; price
fiuctuations, 89, 14, 107-8; regionul
trends, 108-13; world priees, 65

Private enterprise cconomies: changes in
ceonpmic activity in 1951, 2125; in
1952, 25-31; economic changes, 1927,
gross national product, 19, 20, 21-32,
27 prices, 31-32; textile production,
32-37; trade balunce, 19, 295 wages, 20,
24-25, 30, 31-32

Producer goods, see Capital goods

Production: incrense in private enterprise
countries, G67; primary producing
countries, 63

Production, agricultural, 3, 26; Argentina,
55, 56, 60-61; Australia, 26; Brazil, 56;
Canada, 264 centrally planned econo-
mies, 10, 4445, 52-53; Denmark, 26;
Far East, 52-53, 63, 63, 67, 111; France,
26; India, 67-68; Italy, 26; Tapan,
70: Latin Americe, 56, 60-61; Norway,
261 Sweden, 26 Taiwan, 71; UK, 26;
USSR, 4950, 51; western Germany,
26+ Yugoslavia, 45, 48

Production, industrial, 3, 10, 25, 44, 52.
87, 75; Argentisa, 56; Australia, 25;
Canada, 25; centrally planned eceno-
mies, 10, 44, 52; Denmark, 37; Tar
Fast, 52, 65; Frence, 25; Germany,
western, 25; Indin, 67-68; Dialy, 25;
Japan, 69-70; Latin America, 57, 60-61;
Netherluds, 255 perceniage increase
since 1937, 11; slackening (1952}, 25;
Taiwan, 71 under-developed countries,

7. UK, 67, 25, 36, 120; U5, 25
Productive capacity, 44 effect on exports,
86
Praduetivity, 7, 20, 24, 44, 52

Progressive income tax. cffect, 6

R

Rationing, see Consumer goeds,
ing; Foodstulls, rationing

Raw malerial exporting countries, 63-67;
see Primary producing eountries

ration-

Raw materinls: change in demand, 8;
export earnings, 110-11; export prices,
31; import priees, 31; imports, western
Euorope, 78, 79; increase in cesls, 9;
instability of demand in industrialized
countries, 14; inventory decline, 75;
inventory  sccumulation  in  under
developed countries, 7, 58-59, 61-62;
prices, 31; relaxation of restrictions on
use, 7; see Primary products )

Rearmament programmes, 3, 12, 19, 76;
effect on private investment, 12, 21

Residential construction: BDenmark, 39,
Latin America, 55; Netherlunds, 40;
restrictions  on,  29;  under-develeped
countties, 7: US, 29; USSR, 51

Retail prices, see Prices

Rice, 65, 110, 111-12

Romania: agriculture, 10; consumption,
46; fixed capital, 445 food supply, 1¢;
[ree and black markets, 47; incenlive
pay schemes, 44 industrial preduction,
44; level of trade, 1285 menetary re-
form, 10, 47: productivity, 44; ration-
ing, 10, 47; share of eastern Europe
and mainland China in tetal trade,
127; trade, 128, 129; wages, 10

Rubler: export duties, 63, 05; produe-
tien, 110-11; US imports, 110-11

S

SALTE plan, 58n

Seudi Arabia, 113

Scandinavian countries: decline in con-
stmption, 245 heavy 1extile inventorics,
34; trade bulance, 29

Shortages, 10, 47, 605 lnbour, 44

Soeial expenditures, moderating influence
on deflativnary tendencies, 12

Sogial sceurity comtributions, moderating
influence on deflationsry tendencies, 12

Social sccurity payments, effect on de-
mand, 6

South Africa, Union of, see Union of
South Afriean

South America: cost of living, 8; deilar
deficits, 9; see Lalin Amerien

South Fast Asis, 110-12; reduced ex-
port carnings, 111-12

Speculation, 94-95; see Inventories; In-
veatary accwmalation

Steel: export prices, B4 production, 25
production in private enterprise econs
onsies, 24

Sterling nrea: balance of payments, 98-
101; deficit with EPU, 99, 100; deficit
with Japan, 103 ; dellar balance (1952},
99: dollar deficit, 100; EPU settle-
ments, 102 export prices, 9; gold and
dollar deficit, 99-100; import restric-
tions, 75-76, B1-83; inventory changes

Sterling area (continned}
in relation to balance of payments, 9;
money incomes, 9; restrictiens on
doliny imports, 9, 99; trade balance,
100, 105, 121

Sterling ares, oversea: dollar deficits, 9,
131; foreign exchange difficulties, 81,
99: raw material prices, 3; restrictions
on imports, 8t; trade balance, 121

Sterling halances, 81, 98, 99103, 125

Stoekpiling of strategic materinls, 1165
eastern  Furope, 46; Latin Ameriea,
57, 115-16; US, 76, 89; western Europe,
76

Strategic materials, see Stockpiling

Subsidies, 34, 38, 65, 67, 86

Sugar, 56, 60, 61-62, 110, 112

Sweden: agriculture, 26; halance of pay-
ments, 37, 94 balance of service pay-
ments, 9.95; butter exports, 1313
capital inflew, 91.95; clothing sub-
sidies, 34: oexports, 80, 81.83, 131;
wross national product, 27; imports for
inveniories, 707 licenees for exporis,
102-108; policies restricting  domestic
demand, 21: private investment, 28;
surplus with Argentina, 102-103; tax
rebates, 865 terms of trade, 23, 29, 94
rextiles, 35, 36, 37; trade, 23, 29, 97.
98, 129 wages, 24, 32; wood, 80

Switzerlund: control of export quotas,
95, imports, 76; terms of trade, 94;
trade, 129

Syria, trade agreement  with
slovakia, 131-32

Crecho-

T

Turgets, see Planned economies, largets

Taxes: Denmark, 38; direct, 39; ellect
on consumption, 23, 29, 40; cfiect on
private investment, 21; excise, 38;
Trance, B6: indircet, effect on feod
prices, 32; Netherlands, 39; see
Income tax

Tax revenues, ds moderating influence
ot deflationary iendencies, 12

Tea, exports, 110

Terms of trade: effect of erratic swings
in inventory expenditures, 12, effect on
consumption, 23; Latin America, 9,
59: Middle East, 9; oversea sterling
wrea, 9 primary producing countries,
89, 59; privale calerprise cconomies,
29, 70, 94, 97; UK, 24; US, 8.9;
under-developed countries, 7, 63, 114,
western  Karepe, 89, 93, 94, 97-98;
western Germany, 24

Textile consumption: changes in demand,
6, 33; relation te changes in income,
35-36; resistance to high prices, 33;
rise in home consumption, 34

Textile filwres: Ttalian exports, 80; rise
in world prices, 33

Textiles: boom and slump, 32.37; ecotton
cloth prices, 83-84; exports, 84; im-
ports by primary producing countries,
119; liberalization of imports, 35;
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Textiles (continned)
production, 24, 32.33, 36, 83; subsidies,
345 trade, 34, 79, 83, 81

Thailand: agrieulture, 65; cost of living,
63 exports, 63, 65, 110, 111-12; imports,
65-60, 119; inveatoties, 65-66; loans by
International Bunk for Reconstruction
and Develepment, 124 price comtrals,
65; rice export resivictions, 67; riee,
63, 65, 113-12; rubler, 136311 textile
imports, 119: trade balance, 121

Tin: production, I1}; US trade agree-
ments, 111

Tractors, mports by primary producing
countries, 120

Trade, 8, 11, 43, 57, 70, 75104, 121,
127.29, 182, changes in impert volume,
76-77; effect of inventory cycle, 76;
level, 3, 76-87; primary producing
countrivs, 105267 see Balunee of
trade; International trade; Terms of
trade

Trade agreements, 100, 111, 112, 131-32;
see also International Wheat Apree-
ment

Transport equipment, 85, 120

Turkey: grain exports, 79; imports, 77;
quantum  of exports, B81; terms  of
trade, 94, trade halance, 9798

Turnover, retail, USSRK, 51

u

Underaleveloped  eountries:  halance of
payments, 61; censumption, 55, 59.60,
62; cost of living, 61; veonomic de-
velopment, 1415, 55-56; cfforts 1o
diversify  production, 14; cfforts to
stabilize incomes  of  domestic  pro-
ducers, 14; exports, 7, 35, 60, 61, 62;
fixedd capital investment, 7, 58, 61;
foreign exchange resources, 14-15, 573
forcign investment, 15; pross national
produet, 57-39, 61 import restrictions,
7; imports, M. 57, 61; imports of
capital poods, 7, 13, 14, 58, 103, 119;
increases in money incomes and priee
of food, 8; induostrial  production,
7. 57, 58, 60; instability of external
demand fer raw materials, 34, 61, 63;
inventories of imported manufaciares,
7, 55 post-war inflationary pressure,
I4; priee supports, 7; prices, 30, 60,
62-63; raw material inventories, 7, 553
restriclions  on  imports, 01; social
organizetion and land tenure, 1¢; tech-
nical and  administrative  skills, 14,
terms of trade, 8.9, 55, 59, 63; trade
balance, 55, 61, 63, 68; trends, 7-8; see
Primaty producing couniries

Unemployment: consumer poods, indus.
tries, 20; post-war perimd, 11} private
enterprise cconomivs, 20, 24, 27, 39,
42; western Europe, 7

Union of Seuth Africa: export earnings,
109-10; impert restrictions, 83; mctal
imports, 120; textile imports, 119;
wool exports, 109

Union of Soviet Secialist Republics:
agricelture, 45, 49-50, 51; collective
farms, 50; consumer goods, 46, 4849
eonsumplion, 46, 50-51; erop yiold, 50
drought, 51; employment, 49; exports,
129; five-year phans, 48-52; geographic
dispersel ol industry, 49; government
and eo-operative trade, 51; grain out-
pul, 51 housing, 51; imports, 120:
inecntive pay schemes, 44; incomes,
50-51;  industrial production, 10, 44,
485 investment, 44, 45, 49, 51; irrige-
tion projects, 505 livestock, 50; meeha-
nization of agricolture, 50; planmed
goals for 1955 and 1960, 48n; pro-
dueers’ goods, 48449 productivity, &4,
49; retail prices, 46; transport and
communieations, 58, 5I; Volga-Dun
canal,  prejected  construction, 50,

wages, 10, 50-51

United Kingdom: agricultuye, 26; hal-
anee of invisible transactions, O
hatance of payments, 37, 08-101; coal,
81; consumption, 29; cost of living,
31; eredit policies, 21; defence aid
froms U8, 99: defence production,
efiect on exports, B domestic demand,
21; employment. 27; exports, 34, 80,
8%, 83, 86, 120, 131; financing of
exports 86 foreign exchange difficul-
lies, Bl gold and dollar reserves, 93,
99; government expenditures, 2728
gross  national  product, 27, import
restrictions, 775 imperls, 76, 78, 79,
93; investories, 76 improvement in
dollar balance {1952, 89: industrial
production, 6.7, 25, 306, 120; invest-
ment in fised capital, 28.29; loss of
Iranian oil reverues, 99 meal agree-
ment, 109; metal shortage, 245 private
investment, 28; raw material bmperis.
78, 79 restrictions on imperts, 81;
rubber, tin and lead sates, 99 slamp
in textile production. 35; specalative
outflows of private capital, %4y steel
shorlage, 253 terms of srade, 24, 94,
97; textiles. 34, 35.36. 37, 83; tractm
exports 1205 trade agreement, 130313
trade, 83, 99, 129 trade surplus, 125%;
trade  balunee, 295 wages, 32

United Natiens. role in ceonomic de-

velopment  of  under-developed  coun-
tries, 14

Elnjted States: bilstorsl agreements, 111

capital  outfllow, 89, 60, 9192, 94
changes in quantum of imports and
exports, 76; consumplion, 29; cost of
living, 323 cotton, 111; credit policies,
21; decline in consumption, 243 eco-
somic aid 1o western Europe. 75, 92,
95; effeet of stee] strike, 28 exporis,
35n, 80, 83, 84, 85, 100, 108, 111, 120;
gap hetween exports and imports, 12:
government expenditures 27283 gross
national product, 27, 20.31; imports,
13, 76, 78-79; inventoricg, 35, 76, 89;
investment, 21, 28-29, 123.24; leans,

United Siates (eontinned)
116-17, 124; longderm capital outflow,
91; wmilitary expenditures, 23, 91, 95;
offshore procurement in weslern
Euyope, 75; priees, 32; private invest.
ment, 123.24; procurement abroad of
mititary goods and services, 02; pro-
duction, 25, 26, 27, 35: raw mualerial
imports, 13, 77-79; steel strike, 78-79;
strategie stockpiling, 76, 89; tin agree-
ments, 1117 terms of trade, 89, 29, 60
textiles, 35, B3, B4; trade, 13, 7179,
80, 83, B4, 85, 100, 111, 120; unem-
ployment, 12, 245 wages 23, 24; wheat
exports, 108-9; wool, 100

United States Economic Cooperation Ad-
ministration, 70-71

Unitell States Mutval Security  Asency,
70n, 117

Uruguey: export earnings, 109-106; ma-
chinery imports, 119-20; passenger car
imports.  119;  reduction in  export
duties, 108; wool cxports, 109

v

Venerzucla:  export eamnings  from  pe-
trofeum, 1125 export  quantum, 120
fmports,  119-20; US private  invest-
ment, 123-24

W

Wage costs, chunges in, 9

Wage rates, private enterprise cconomies,
20, 30

Wages: centrally planncd economies, 10,
47y freczing of, 423 increases, 6, 31;
North America and western Enrope, 7;
primary producing countries, 56, 60;
private enterprise cconomies, 20, 24,
31.32. 42 rclution to import prices,
32; see Priceewsge spiral

Wheat, 26, 45, 50, 108-9, 124

Wood amd wood products, exports, Nor-
way amd Sweden, 80

Wool: cxporl  eurnings, 108.9; world
tdemand, 109; produection, 109

Waorking hours, see Hours of werk
World inconte, unequal disteibution, 14

v

Yugoslavia:  agriculture. 45;  classifica-
tion, 10n; consumplion, 416; decline
in livestock, 1748 demand pressure,
Ay drought, 10, 45, 4B expont quan.
lans, 120; fixed capital. 44 incentive
pay schemes, 44 inidustrial production.
10, 44, investment, 44, 45; loans by
Internutional Bank for Reconstruction
and  Development, 124 national in-
come, 45; productivity, 44; unemploy-
menl, 4d; wages, 106, 48






