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FOREWORD

This report represents part IT of the World Economic Swrvey, 1963, As indicated
in the Foreword to part I, “Trade and Development: Trends, Needs and Policies”
(Sales No.:64.I1.C.1), it consists of three chapters and an annex dealing with recent
developments in the world economy., Chapter 1 analyses the situation in the industrially
advanced private enterprise countries. Chapter 2 reviews current trends in the countries
that are heavily dependent on the export of primary commodities. Chapter 3 provides
an account of recent changes in the centrally planned economies. The three chapters
follow an introduction which draws attention to some of the salient features of the
current situation. The annex presents a summary of the current primary commodity
situation,

Most of the analysis is concerned with the calendar year 1963; chapters 1 and 2
conclude with brief assessments of the outlook for 1964, These discussions of outlook
draw to a large extent on the replies of Governments to a guestionnaire on economic
trends, problems and policies circulated by the Secretary-General in November 1963.

Like part T, part II of the World Economic Survey, 1963 was prepared in the
Department of Economic and Social Affairs by the Bureau of General Economic Research
and Policies.



EXPLANATORY NOTES

The following symbols have been used in the tables throughout the report:

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

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

A blank in a table indicates that the item is not applicable

A minus sign (—) indicates a deficit or decrease, except as indicated

A full stop (.) is used to indicate decimals

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

A slash (/) indicates a crop year or financial year, e.g., 1960/61

Use of a hyphen (-) between dates representing years, e.g., 1961-1963, signifies the
full period involved, including the beginning and end years.

Reference to “tons” indicates metric tons, and to “dollars” United States dollars,
unless otherwise stated.

The term “billion” signifies a thousand million,

Annual rates of growth or change, unless otherwise stated, refer to annual compound
rates,

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

Certain abbreviations have been used: CMEA for Council of Mutual Economic
Assistance; EEC for Furopean Economic Community ; EFTA for European Free Trade
Association: IDA for International Development Association; IFC for International
Finance Corporation; IMF for International Monetary Fund. “Rhodesia and Nyasa-
land” stands for the Federation of Rhodesia and Nyasaland.

The Republic of South Africa is so designated even where the material covers the
period prior to 31 May 1961, when the country was known as the Union of South
Africa,

Where statistical presentation has rendered it necessary, the term “Federation of
Malaya” has been used to indicate that data refer only to those parts of Malaysia formerly
so designated; “South Africa” has been used to designate the Republic of South Adrica,
South West Africa and the High Commission territories of Basutoland, Bechuanaland
and Swaziland; and “UAR” the United Arab Republic.

The Swurvey is generally based on information available to the Secreteriat as of
May 1964.

The designations employed and the presentation of the material in this publication
do not imply the expression of any opinion whatsoever on the part of the Secretariat
of the United Nations concerning the legal status of any country or territory or of its
authorities, or concerning the delimitation of its frontiers.
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INTRODUCTION

Changes in production and internal balance

World economic growth coatinued at a fairly
vigorous pace in 1963 and the early months of 1964.
The expansion in production between 1962 and 1963
was probably more widespread among countries and
more uniform among the major regions than in pre-
vious years., The average increase in the gross na-
tional product in the industrialized market economies
was about 4 per cent while the average increase in
gross domestic product in the primary exporting
countries and in national income in the centrally
planned economies was slightly greater—probably
nearer 5 per cent, In both the industrial market
economies and the centrally planned economies of
Europe rates of growth in 1963 were more modest
than in the previous year but nevertheless they still
represent significant gains. The primary producing
countries as a whole benefited from the strength-
ening of world commodity markets and from better
terms of trade.

In general, the principal compenent of the increase
in production was manufacturing output. Measured
by a value-added index, this rose by betfween 5 and
6 per cent in the industrial countries and the pri-
mary exporting countries, and measured by gross
output, by about 7 per cent in the centrally planned
countries. These rates represent a slight slowing
down in the industrial countries, a slight accelera-
tion in the primary exporting countries and a rather
sharper deceleration in the centrally planned coun-
tries.

In contrast to the relatively high rate of growth
in manufacturing, primary production tended to lag.
Preliminary estimates suggest that, outside of main-
fand China, world preduction of the major primary
commodities entering international trade was only
about 2 per cent above the 1962 level-a rate of
increase about half of that registered in the previous
interval. Qutside the centrally planned countries,
world mining production increased by about 3 per
cent, sustained by a 5 per cent gain in petroleum.
Partly as a result of unfavourable weather——partic-
ularly in the Eurasian region—world production of
basic {ood-stuffs was no greater in 1983 than in
1962 and, while the output of tobacco and apparel
fibres registered a moderate increase, the output of
natural rubber and the principal vegetable oils was
down.

The poor agricultural out-turn of many countries
was one of the factors contributing to a further ex-
pansion in international trade. The widespread rise
in incomes and in import demand was another. The
over-all volume of world exports was almost 8 per
cent higher in 1963 than in 1962 and as prices had
firmed appreciably, the increase in value was even
higher. The external sector was thus a major stim-
ulant of activity in 1963,

Another dynamic element of demand in the indus-
trial countries was consumer spending on dwellings
and motor-cars and, to a less extent, other durable
goods. In contrast, business expenditure on fixed
capital tended to lag. There was also a tendency for
investment to slow down in the centrally planned
countries. This was in part one of the consequences
of the severe winter which disrupted construction
over a wide area; but it was also associated with
more strenuous efforts to lessen the various imbai-
ances in the process of capital formatien that had
emerged in previous vears.

The rise in commodity prices had its chief impact
on the primary exporting countries. The downward
drift of their terms of trade was reversed early in
1963 and in the course of the year the purchasing
power of their exports rose by about 4 per cent. As
a result, their combined national income probably
increased somewhat more than the 4 to 5 per cent
by which the volume of their real gross product
expanded.

The reversal of the long downward trend in pri-
mary commodity prices was triggered by the failure
of agricultural production to increase in a number
of leading importing and exporting countries, But
the price rise was widespread, affecting most of the
major commodities moving in international trade,
and it was indicative not only of the essentially
transitory effect of bad weather but also of a more
significant improvement in the balance between pro-
duction and consumption. Slow-growing demand had
caught up with the capacity to produce, built up dur-
ing the early post-war years of reconstruction and
then enlarged in many instances during the period
of Korean hostilities and generally in excess of cur-
rent requirements ever since the mid-nineteen fifties.

While 1963 thus saw a distinct improvement in
the balance between demand and capacity in the case
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of primary products at the international level, there
was little tendency for other sources of imbalance
to be lessened, Indeed, the rise in commodity prices
served to exacerbate the inflationary pressures that
had begun to mount in some countries. In the indus-
trial regions, these inflationary pressures were most
troublesome in Italy, though they also began rising
more rapidly in France and the Netherlands.

The result was a differential rate of increase of
wages and prices in member countries of the Euro-
pean Economic Community (EEC). In a situation of
generally full employment and occasional strain on
the labour market, these differences gave rise to addi-
tional movement of workers both from outside the
Community and hetween members. One consequernce
of this was a breakdown of the incomes policy prac-
tised in the Netherlands, Dutch wage levels having
got out of line with those in neighbouring countries.
The spread of inflationary forces caused the Council
of Ministers to tackle the question of co-ordinating
the disinflationary measures being put into operation
in member countries, and in April 1964, a joint
programme was recommended that involves a much
closer alignment of economic policy in general and
financial and fiscal measures in particular.

In contrast to the tight employment situation pre-
vailing in the EEC and most of the other industrial
countries of western Europe, the United States con-
tinued to suffer from the opposite form of imbalance.
Notwithstanding the vigorous growth of demand
throughout 1963, resources were not fully utilized.
Though the utilization rate of industrial capacity
improved in the course of the year, it remained be-
low optimum or preferred levels. And, more trouble-
some, the continued growth of the economy had very
little impact on the level of unemployment: this was
shown more clearly to be a recalcitrant structural
problem.

Structural difficulties were in evidence in the cen-
trally planned region also: in most countries, 1963
failed to vield any resolution of the internal imbal-
ances that have been causing increasing concern in
recent years. In physical terms, these imbalances
have resulted in surpluses of some consumer items
and shortages of others, and, within productive en-
terprises, in the accumulation of excess stocks on
the one hand and bottle-necks caused by the inad-
equacy of the flow of particular raw materials and
intermediate products on the other,

The process of adapting methods of planning and
management to the more intricate requirements im-
plicit in economic diversification and growth con-
tinued in all the countries of the region. There was
a distinct tendency to increase the degree of auto-
nomy of individual enterprises and of asseciations

of enterprises. And, in conjunction with this, further
attempts were made to extend the role of profit as
an indicator of performance,

These moves also penetrated into the field of new
investment. Some of the bottle-necks reflected over-
extension of the resources committed to capital for-
mation, and the resultant decline in the ratio of
completions to starts among investment projects
tended to retard the growth in wseful capacity and
to raise costs. Partly as a result of this, it became
increasingly difficult to sustain the high rates of
capital formation achieved in earlier years. Added
to the fortuitous set-back cccasioned by the weather,
the change in priorities involved in the effort to
speed up completions and effect changes in the struc-
ture of industry resulted in some deceleration in the
rate of increase in investment. These adjustments
were widespread among the centrally planned econ-
omies; in combination with the imbalances it was
designed to correct, the reorganization was partly
responsible for the slowing down in the rate of
economic growth, and in Czechoslovakia, where the
co-ordination of planned works presented particular
difficulties, there was an absolute reduction in in-
dustrial output.

Also contributing to the over-all slowing down in
growth were the disappointing returns from agricul-
ture in 1962 and 1963, especially in the Soviet Union
where the external sector was also affected, Though
precipitated by immediate climatic factors, the diffi-
culties were of a longer-run nature: they represent
another case of structural imbalance, and efforts to
raise the productivity of agriculture were greatly
intensified in several of the centrally planned econ-
omies. In the Soviet Union a massive increase has
been planned in the resources devoted directly and
indirectly to agriculture: this involves the promeo-
tion of more intensive farming and very large in-
vestments in the capacity to produce farm machin-
ery, fertilizers and pesticides, and other farm chem-
icals.

Wealkness in the agricultural sector was also a
feature in a number of the primary exporting coun-
tries in 1963. This was most notable and most seri-
ous in some of the more populous countries. In Brazil
production was no higher in 1963 than in 1962,
while in India and Pakistan it was actually lower.
In Indonesia production recovered in 1963, but only
to the 1961 level. In these, as well as in a number
of other developing countries, the growth of agricul-
ture is barely keeping pace with the expansion in
population.

In several of the developing countries—including
Brazil and Indonesia—the lag in agriculture has also
contributed to a more general imbalance between
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supply and demand. This was accentuated in 1963
by further accretions to both public and private
credit. As a result, there was a widespread accelera~
tion in the wage-price spiral, and the number of
countries registering a major increase—of a fourth
or more—in the cost of living in the course of the
year was significantly greater than in 1962, Infla-

tionary pressures of this severity are also rooted in
structural rigidities affecting both the organization
of production and the institutions governing the flow
of money. The generally more favourable external
conditions in 1963 tended to reveal more clearly
some of these internal obstacles to more rapid eco-
nomic development.

Changes in inter-regional irade and external balance

The vigorous growth in international trade which
has characterized most of the post-war period con-
tinued in 1963. Between the recession of 1958 and
1962, total exports (other than those of the centrally
planned economies) had risen by an average of just
under 7 per cent a year in value and just over 7
per cent in volume, Between 1962 and 1963 the
increase was about 8 per cent in volume and 9 per
cent in value, and zll evidence points to the main-
tenance of these rates in the early months of 1964
The value of exports from Eastern Europe and the
Soviet Union, which had been rising even faster
than this—by an average of almost 1Z per cent a
year between 1958 and 1962—dropped back to be-
tween 7 and & per eent in 1963

As indicated above, the expansion in 1963 reflects
in part the continuing upswing in economic activity
in the industrial countries. The re-emergence of in-
flationary pressures in some countries and differ-
ences in price experience added to demand on the
workd market: between 1962 and 1963 imports into

France rose by about 16 per cent and into Italy by
about 24 per cent. Adverse climatic conditions—par-
ticularly the very severe winter of 1962/63-—also
served to stimulate interpational trade: the rise in
the demand for fuel was accelerated and, as a result
of relatively poor lharvests over wide areas in Eu-
rope, the Soviet Union and Japan, an appreciably
higher proportion of demand was transferred to the
world market.

This switch in demand contributed to one of the
most notable features of the 1963 situation, namely,
the sharp reversal in the price index of primary
commodities moving in international trade. The
downward tread, which had persisted since 1957,
flattened out in the second half of 1962, and the
average of the index for 1963 was 6 per cent above
the 1962 figure, restoring it to the 1958 level. This
movement in prices had a significant effect on the
foreign exchange earnings of the primary export-
ing countries, not only North America and Oceania
—which met most of the increase in requirements

Table 1. World Exports: Distribution of Increment hetween 1962 and 1963°
(Billions of dollars, fob.)
Exports to
Worid Industrial Centraily Frimary exporling
Region of market PMansied countrics
origin economicsy roonomiest -
Totalt Develeping
fonntrics”
World .......... ey 1214 873 130 206 1.46
Industrial market economies®.. 797 G622 0.20 1.54 1.05
Cenirally planned economies®. . 128 030 g0 010 010
Primary exporting countries®. . 288 219 024 045 0.34
Developing countries® ........ 227 186 0.09 03z 027

Seurce: Based on data from the Statistical
Offce of the United Nations Secretariat.

= Preliminary; based in some countries on
less than twelve months’ returns. The distributed
part of the increment excludes special category
exports and exports whose destination could not
be determined. Also excluded is the trade be-
tween the Federal Republic of Germany and
Eastern Germany and intia-trade among the
centrafly planned economies of Asia.

®North America, western Europe and Japan
(In subseguent parts of this Survey, western
Europe is divided into three components—the

industrial market economies of EEC and the
European Free Trade Associatien (EFTA),
discussed in chapter 1, the primary exporting
countries of Greeee, Ireland, Portugal, Spain
and Turkey, discussed in chapter 2, and Yugo-
slavia, discussed as a centrally planned economy
in chapter 3).

¢ Mainland China, eastern Furope, Moengolia,
North Korea, North Viet-Nam and the Soviet
Union.

¥ Rest of the world.

¢ Primary exporting countries, less Australia,
New Zealand and South Africa.
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for temperate food-stuffs—but also a great majority
of the less developed countries, the unit value of
whose exports was also reversed in trend.

The value of world trade in 1963 was about $153
billion—about $12 hillion, or almost 9 per cent,
above the 1962 figure. All regions participated in
this expansion, but almost two-thirds—$8 billion—
was accounted for by the industrial mariket econo-
mies of North America, western Europe and Japan.
Of this $8 billion increase more than three-fourths
represents increased trade among the industrial mar-
ket economies (see table 1). Exports from the cen-
trally planned countries of eastern Europe, the
Soviet Union and mainiand Chira rose by about
$1.3 billion (between 7 and 8 per cent above the
1962 level), and here too the bulk of the increase
(70 per cent or more) was in intra-trade. The pri-
mary exporting countries which make up the rest
of the world shipped about $29 billion mere than
in 1962—an increase of between 8 and 9 per cent—

but in this case the expansion was very largely
(about three-fourths) in exports to the industrial
market economies: intra-trade grew by less than 6
per cent and contributed less than a sixth of the
total increment. This was also true of the developing
countries as a group: less than an eighth of the ex-
pansion in their combined exports was accounted
for by trade among the developing countries them-
selves.

The vigorous expansion in the exports of the de~
veloping countries in 1963 helped to raise the aver-
age rate of growth registered in export earnings in
the early years of the Development Decade above
the 3 per cent per year achieved in the period 1960-
1962, Even so, the average 1960-1963 rate of be-
tween 4 and 5 per cent a year was well below those
attained in the other regions—-between 6 and 7 per
cent a year in the industrial market economies and
between 7 and 8 per cent a year in the centrally
planned economies (see table Z).

Table 2. World Trade: Expansion by Major Region, 1960-1963
{Value in billions of dollars; indices, 1960 ==100)

Exporis to

Hearld Industriol Centrally Primary cxporting
Regior of connfries planned conntries
ﬂrlﬂ'lli cConomtes
Total Developing
counfries
World
1960 value ... .. .. .neaiin.. 12751 7706 15.01 3298 2853
Index
1961 i 103 106 103 101 103
1962 . i 110 113 110 102 104
1963 e 120 125 119 108 109
Industrial countries
1960 value . oviveinviiunees 81.23 52490 282 2408 20,62
Index
1961 .. eiieiueiae 106 108 105 99 101
1962 . ieeniebanenn 111 116 114 97 98
1963 Lt 121 128 121 104 104
Centrally planned econones
1960 value ..o oiviunnn B 1502 279 1084 129 126
Index
1961 ... viiirnirsusnaa 104 106 Y 138 139
1962 .. e 115 111 107 164 166
1863* i 124 122 116 172 174
Primary exporting countries
1960 value ...... iversarantes 3126 2187 1.36 7.53 6.58
Index
1961 L viiiicaiioay e 102 101 127 1 102
1862 .ooiviiann e 107 107 122 105 106
1963% .. iciiiniin i 116 117 139 111 111
Developing countries
1960 value ....oviinivnen o 2734 1602 122 6.70 5.96
Index
1961 i 1 100 121 101 102
1962 ..o 106 106 122 105 106
1963* ...t i 114 116 129 110 111

Sounce: Based on data from the Statistical Office of the United Nations Secretariat,
Note: For definition of regions and coverage, see table 1.
* Preliminary; based, in some countries, on less than twelve months' returns.
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A corollary to this lag in the export earnings of
the developing countries has been an even slower
growth in their imports. In the period 1960-1963
world exports to the developing countries increased
at between 2 and 3 per cent per year, compared with
growth rates of 6 per cent a year in exports to the
centrally planned economies and almost & per cent
a year in exports to the industrial market economies.
Shipments from the industrial countries to the de-
veloping countries increased by over 5 per cent
between 1962 and 1963. They were $770 million
higher in 1963 than in 1960. Trade among the
developing countries themselves rose by little more
than 3 per cent a year in this period. The most
dynamic element in the trade of the developing coun-
tries was the flow of goods from the centrally plan-
ned economies: this increased relatively little be-
tween 1962 and 1963, but in 1963 it was 75 per cent
—almost $1 billion—greater than in 1960. Despite
this expansion, however, the centrally planned econ-
omies provided the developing countries with only
about 5 per cent of their imports in 1963,

The most dramatic expansion in trade during
these early years of the Development Decade has
been among the industrial market economies. As
indicated above, this rose by over $6 billion (10 per
cent) between 1962 and 1963, and by over 8 per cent
a year in the period 1960-1963; in absolute terms
this represents an increment of $14.5 billion in three
years. By far the greater past of this expansion—
over three-fourths—occurred within western Furope
and almost 40 per cent within the Furopean Fco-
nomic Community. Though some of the stimuli that
had encouraged trade with EEC countries in the
first part of the period disappeared when it became
clear early in 1963 that the membership of the Com-
munity was unlikely soon to increase, trade with
and within the EEC did not slacken in 1963, Indeed,
the rise in import demand in the wake of poor har-
vests and the emergence of inflationary pressures
in some countries were reflected in a further sub-
stantial increase in trade. Between 1962 and 1963
exports to the EEC rose by almost 9 per cent from
North America, about 11 per cent from EFTA, over
17 per cent from within the Community and over 20
per cent from Japan. Exports to the Community from
the less developed countries also increased sharply
—by about 11 per cent.

In a year of general trade expansion, the number
of significant inter-regional flows that contracted was
relatively small. Perhaps most noteworthy was a
decline in the movement of goods to Latin America
and a decline in exports from Latin America to the
centrally planned economies, reflecting in part a re-
duction in sugar shipments from Cuba. EFTA coun-
tries imported less from Asia than they had in 1962

—{rom mainland China and Japan as well as from
southern and south-eastern Asia. There was also a
decline in the trade of mainland China with the other
centrally planned regions as well as with North
America, whence Canadian wheat shipments were
below the record 1962 figure. Trade between North
America and West Asia was also below the 1962
level. West Asia also received less from eastern
Europe and the Soviet Union, while western Europe
exported less to the Soviet Union.

For the rest, expansion was almost universal (see
table 3). This was particularly notable among the
primary exporting regions which had not shared
fully in the growth of trade in previous years, In
some regions—Adfrica, southern and south-eastern
Asta and Oceania, for example—the increase in ex-
port proceeds hetween 1962 and 1963 exceeded the
increase in the two preceding years. This accelera-
tion was largely a price effect: the growth in volume
continued, but with the reversal in the previous
downward trend in primary commodity prices it was
enhanced—instead of being offset—by the movement
in unit value.

By and large, the expansion in trade being so
general, payment imbalances caused somewhat less
strain in 1963 than in most recent years. Neverthe-
less, there were a number of cases in which—because
of a disproportionate rise in imports, or a lag in
exports, or an outflow of capital—balance of pay-
ments pressures emerged or continued to be the oc-
casion of concern.

As a result of the sharp increase in exports there
was a significant improvement in the balance of pay-
ments of Canada and, to a less extent, the United
States. In the United States, the improvement was
largely in the second half of the year: seasonally
adjusted, the deficit dvopped to $0.5 billion from $2.2
billion in the first half. And, although the deficit on
“a regular transactions basis” was somewhat smaller
in 1963 than in 1962, the over-all deficit, including
special government transactions, was larger.

Among the other industrial countries, the only se-
rious deterforation in external equilibrium was that
occurring in Italy. Here, a longer-run upward trend
in the propensity to import--reflecting the rise in
real incomes——was greatly accentuated in 1963 by
the acceleration that took place in the rate of increase
in prices and wages. And the resultant jump in the
trade deficit was accompanied by a substantial out-
flow of private capital, subjecting the lira to con-
siderable strain.

Domestic inflation contributed to a deterioration
in the trade balance in several other countries—
notably France—hut, in general, reserves were ample
to accommodate the change. Indeed, a greater meas-
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INTRODUCTION

9

ure of concern was occasioned by the obverse prob-
lem, namely, the resumption of the process of reserve
accumulation in the Federal Republic of Germany.

Apart from the weakness of the lira and the
strength of the Deutsche mark, the principal prob-
lem carried into 1964 was the continued vulnerabil-
ity of the United Kingdom—and, to a somewhat less
extent, Japan—on external account. With mainte-
nance of their rates of economic growth heavily
dependent upon these couniries’ capacity to finance
the necessary imports, special significance attaches
to their ability to increase their export earnings and
hence to restrain the rise in prices in order to keep
exports competitive,

Among the centrally planned economies, the main
factor affecting the state of external equilibrium
was the poor out-turn of agriculture: this tended to
reduce expartable supplies and in some countries to
increase import requirements. In order to finance
larger imports of food-stuffs, several countries had
to restrain their purchases of other goods, even in-
dustrial raw materials. Though the main impact of
the wheat transactions with North America did not
fall in 1963, the Soviet Union increased its imports
considerably more that its exports: its over-all trade
surplus was reduced and its deficit with countries
outside the centrally planned group increased. One
consequence of this was a substantially larger outflow
of gold than in 1962.

Among the primary exporting countries, the rise
in import expenditure—still affected in many cases
by controls imposed in previous years—lagged well
behind the upswing in export earnings, and the result
was a sizeable and fairly widespread increase in
liquidity. The combined trade deficit of the develop-
ing countries was smaller in 1963 than in any year
since 1954: the surpluses registered in the mineral
and plantation economies almost offset the deficits
registered in the rest of these countries.

Not al] the primary exporting countries were able
to add to their reserves in 1963. Some of the coun-
tries suffering from acute internal disequilibrium re-
flected this fact in their external accounts. Brazil,
Indonesia and Uruguay, for example, lost reserves
and sought adjustment by devaluing their currencies.
Reserves were also drawn down in the Republic of
Korea, where domestic prices rose very rapidly dur-
ing the year, and in New Zealand, Syria and Turkey
where inflationary pressures were less overt. Some
countries—Morocco, for example—lost reserves
mainly because of a continuing outflow of private
capital. In others, imbalance developed largely be-
cause of difficulties experienced in expanding ex-
ports. Ceylon, Nigeria and the Sudan were in this
category and they all lost reserves in 1963. But many
other developing countries in this position maintained
their external equilibrium by holding down imports,
though some were aided by the favourable turn in
many primary product prices.

For economic growth to continue at a satisfactory
rate, imports will have to be increased. Such an in-
crease got under way in the course of 1963 in many
of the developing countries; for it to be sustained,
world demand for their export products will have
to rise at an adequate pace. The margin of safety
achieved under the generally favourable market con-
ditions of 1963 is a small one in relation to longer~
term growth needs. The problem of how to ensure
an adequate rate of expansion of the external pur-
chasing power of the developing countries was the
central theme of the United Nations Conference on
Trade and Development held in March-June 1964.1

* An assessment of the needs and an analysis of some of
the possible ways of achieving the necessary growth in
foreign exchange receipts constitute the topic dealt with in
part I of the present Survey, which brings together a2 number
of papers presented to the Conference.



Chapter 1
RECENT TRENDS IN INDUSTRIAL COUNTRIES

The development of demand and production in
the industrial group of countries during 1963 was
quite favourable, especially when viewed against the
hackground of the slackening tendencies that had
emerged towards the end of 1962,

In North America there was a sharp upswing in
industrial production in the first half of the year,
and the upward trend continued throughout 1963
(see chart 1-1). After a slight dip between 1961
and 1962, agricultural production also rose to a new
high, reflecting bumper crops in Canada.

In western Europe, the growth of industrial pro-
duction in 1963 generally fell somewhat short of ex-

Chart 1.1, Industrial Countries: Indices of
Industrial Production, by Region, 1961-1963%

(Seasonally adjnsted; ratio scale; first quarter 1961 =100)
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pectations at the end of 1962 the winter was a severe
one over much of the area and prolonged unfavour-
able weather delayed the realization of building plans
and depressed output in related industries. The poor
weather also held bacle the increase in agricultural
production and in some countries actually brought
about a fall in primary output. However, in the
course of the spring and summer months, most lines
of production picked up momentum,

In Japan, the retrenchment policy which had been
applied for halance of payments reasons at the end
of 1961 was relaxed towards the end of 1962, As a
result, 1963 was characterized by renewed expansion.

Between 1962 and 1963 the gross national preduct
increased by about 4 per cent both in North Amer-
ica and in western Europe (see table 1-1). In the
case of North America, this represents a decline in
the rate of growth since the rate of expansion be-
tween 1961 and 1962 was measured from the low
level of production at the depth of the preceding
recession in early 1961, In western Europe there
was a sharp contrast between the Furopean Eco-
nomic Community (EEC) and the other industrial
countries. In the member countries of the EEC there
was a genuine if only slight slackening in the growth
rate. Among the other western European countries,
on the other hand, there was some acceleration of
output in 1963; this was due in the main to renewed
expansion in the United Kingdom, which, by way
of higher import demand, tended to stimulate pro-
duction elsewhere,

The expansion of demand and output in the in-
dustrial countries in 1963 was fairly well balanced
among the various components of gross national
product. Perhaps the most significant weakness in
total demand was the relatively low or falling rate
of investment in new productive capacity, especially
in the manufacturing sector and particularly in
western Europe. In most countries the expansion
of industrial output continued without any general
evidence of strain on available resources. In France
and TItaly, however, and to some extent in the
Netherlands, developments in prices and costs re-
vealed the buiiding up of inflationary pressures, and
in the course of the year these threatened to spread
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Table 1-1. North America and Western Europe: Gross National Product and its
Major Components, by Region, 1961-1963

(At constant prices and 1962 exchange rafes; percenioge change from preceding year)

Farcign trode Change

Gross Personal FPublic Fizved in goods and in
Region and yeare national conSUNIn consump  fnyests services inven-
product tion tian ment foricst
Exports  Imports
North America
8 2 2 5 —2 3 1 0.3
1862 ...... Chaaan Cemananaa 6 5 7 8 6 o 1.0
1963 ......... irsvvrvvanaen & 4 4 5 7 4 0.8
Eunropean Economic Community
196 o i 5 6 6 9 6 9 14
1962 .......... . 6 7 6 6 il 13
1963 . viniiinnnnn rane 4 5 4 4 8 11 10
Other western Europe
1961 ... e 4 3 4. 9 3 1 14
1962 ... e 2 3 4 1 4 4 07
1963 ...l oanaaaa w4 4 4 2 6 4 0.4

Source: Bureau of General Economic Re-
search and Policies of the United Nations Secre-
tariat, based on data from European Economic
Community, Statistical Office of the Furopean
Communities, General Statistical Bulletin, No.

to other EEC countries. In almost all western Euro-
pean countries, nioreover, investment demand was
concentrated to a considerable extent on the building
sector; the strain to which this industry was sub-
jected was manifested in a shortage of labour and a
rise in costs.

In the external sector, perhaps the most important
tendency during 1963 was towards greater balance
through a further reduction in the basic United
States deficit. Where there was a deterioration in
the balance of trade, the possession of ample reserves
provided an opportunity to remedy the disequilibrium
without recourse to external restrictions. This was
the case most notably in Italy, which, as a result of
an upsurge of imports and an outflow of capital,
experienced balance of payments difficulties for the
first time in several years, Where reserves were

12, 1963 (Brussels); and official national
sources.
¢ For country coverage, see fables 1-2 and 1-3.
YAt current prices, as percentage of gross
national product at current prices,

less adequate~—as in Japan and the United King-
dom—expansion at home came under a more im-
mediate threat from an adverse turn in the external
sector. The Federal Republic of Germany, after two
years of equilibrium on external account, began ac-
cumulating reserves again in 1963,

Balance of payments developments during 1963,
resulting as they did in the simultancous tightening
of the foreign exchange position of several industrial
countries, focused increasing attention on questions
of general liquidity. With the rapid expansion of
world trade on the one hand and the continuing
efforts of the United States to narrow its over-all
deficit and slow down—and ultimately reverse—the
outflow of reserves on the other, the machinery for
creating and distributing international credit has be-
come the object of renewed examination.

Steady growth in North America

DoMESTIC DEVELOPMENTS 1N 1963

In North America, 1963 was the third year of
the current economic expansion. Industrial produc-
tion, which had increased little during the latter half
of 1962, rose fairly steadily through most of the
year. By May 1964 the expansion had reached its
thirty-ninth month and still showed no immediate
signs of levelling off. Though in most industries
utilization rates remained appreciably below the level
preferred by producers, manufacturing capacity was
being used more intensively than before. However,

the rate of growth of production had not heen suffi-
cient to bring about a significant reduction in the
level of unemployment, which remained relatively
high. On external account, moreover, neither Can-
ada nor the United States had overcome their hal-
ance of payments difficulties, though a considerable
improvement in the course of 1963 raised hopes for
the eventual elimination of chronic deficits.

In the middie of 1963, industrial production in
the United States was slowed down by a sharp re-
duction in steel production following the removal
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of a strike threat by a wage settlement in the in-
dustry, The ensuing pause in the expansion of in-
dustrial output lasted for most of the second half
of the year but had less effect on gross national
product than a similar period of stagnation a year
earlier. Growth in the gross national product actually
accelerated slightly during 1963.

The advance in total output was fairly well bal-
anced, with all major components of demand con-
tributing to the rise in gross national product (see
table 1-2). As in the two preceding years, the -
crease in output was accompanied by only a com-
paratively slight rise in prices.

Total consumer purchases increased at approxi-
mately the same rate as disposable personal income,
though expenditure on durable goods rose more
rapidly. About half of the increase in purchases of
durables represented expenditure on aufomobiles
and parts. Including imports, new car sales were
slightly higher than during the previous record year,
1955. Demand for household appliances and furni-
ture advanced strongly in the latter half of 1963,
partly as a result of a high rate of home building
in preceding months, Demand for non-durable goods
and for services rose more or less in Hne with their
long-run growth trends.

The advance in private residential construction in
1963 was based largely on multiple dwellings. As

has been the case in every year since 1959, apart-
ment construction rose vigorously, whereas construe-
tion of one-family houses remained virtually sta-
tionary at the level attained in late 1960. By 1963,
multi-family housing starts had risen to 36 per cent
of total starts, compared to only 13 per cent during
the nineteen fifties. The reasons for the shift towards
multi-family buildings are not completely clear, al-
though a faster rise in replacement demand for apart-
ments than for houses, urban renewal schemes and
an increase in the proportion of households without
children have heen important factors,

The strength of consumer durables sales and resi-
dential construction during 1963 is attributable in
part to the continued availability of consumer and
mortgage credit on easy terms. A slight tightening
of money markets in the latter half of the year—
motivated, as in the case of most monetary policy
measures in 1963, mainly by balance of payments
considerations—had little effect on credit terms or
on actual borrowing for housing and consumption
purposes.

Private non-residential construction, which has
moved up irregularly in recent years, rose sharply
in the second half of 1963. The increase was largest
in business construction. Public building continued
the gradual advance which started early in 1960,
Expenditures for highways, which tend to fluctuate

Table 1.2, North America: Change in Real Gross National Product and its
Components in 1961, 1962 and 1963
Percentage change  belween  fourth guarters in
Item Canado United Stales
1961 1962 1953 1961 1962 1963
Final demand® ...c.ocvrr i vrinnar canoin 6 4 6 4 5 4
Personal consumphion ......o.covevonnaa 3 4 5 4 4 3
Durable goods ... cooouoriniinn 3 9 12 6 8 5
Non-durable goods ......ovvvivins 3 4 2 3 3 2
SOIVICES  wvvvvmrriniiiannianaa e & 2 G 3 5 3
Gross private fixed investment .......... 1 2 9 4 6 7
Residential construction .....ocoeonan. 5 4 13 10 3 10
Other constetetion ........ovvrnaensa, 8 —9 8 —1 2 3
Producers’ durable eguipment ........ i 12 G H 11 8
Government purchases of goods and
SEIVICES .uvrruann A ¢ —2 e | 8 5 3
Trade in goods and services
ERPOIS ineinivanssvnronnnnnrarnsans 12 4 13 2 3 13
TMpOrts o v ivane it cmraer e 6 —4 10 9 5 5
Changes in inventories® ..... beaaranreaans 06 13 1.0 13 a7 09
Non-farm® ... urinrennnrornsrcennrana 18 04 09 13 06 038
- 2+ O AU 2 09 0z 01 0.1 61
Gross national product . ... .o.... cevaan 5 4 5 6 4 4

Sotrce: Canada, Dominion Bureau of Statis-
tics, National Accounts, Income and Expendi-
ture, Fourth Quarter and Preliminary Aunual,
1963 (Ottawa, 1964} ; Upited States Department
of Commerce, Survey of Current Busingss
(Washington, D.C.).

*The term “final demand” is used here to
denote pross national product less changes in
inventories,

® At current prices, as percentage of gross
national nroduct at current prices.
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widely, rose by about 10 per cent between the fourth
quarter of 1962 and the fouwrth quarter of 1963 or
twice as fast as in the previous year. Investment in
producers’ durable equipment expanded vigorously
but somewhat less than in 1962.

Though operating rates improved somewhat dur-
ing the year, expenditures by corporations for plant
and equipment were restrained by the continued
existence of excess capacity. Investment programmes
emphasized replacement and rationalization rather
than expansion. On the other hand, investment was
stimnulated by the new depreciation guide-lines issued
in the middle of 1962 as well as by the investment
incentive tax law approved later in that year. These
measures were retroactive to fiscal 1962, hut 1963
was the first year in which they could be taken into
account by enterprises in their investment decisions.
The net effect of the measures was to raise the cash
flow to corporations——in the form of undistributed
profits and capital consumption allowances—by $2.5
billion or 6 per cent above the 1962 level and to
increase the after-tax rate of return on new invest-
ment projects.

In the course of 1963 inventories increased some-
what as a proportion of gross national product. For
the year as a whole, however, inventory sales ratios
were generally lower than in 1962 (see table 1-1).
Because in recent years ample productive capacity
has assured prompt deliveries and generally stable
prices, incentives to build up large stocks have been
lacking. Improved inventory and distribution tech-
niques have also enabled enterprises to conduct busi-
ness with smaller stocks than previously.

The rise in output during 1963 brought about a
moderate increase in employment. The Jabour force

*Economic Report of the President (Washington, D.C,
January 1964}, page 46.

grew considerably more than in 1962, however, and
the increase in employment was insufficient to reduce
the comparatively high rate of unemployment pre-
vailing at the beginning of the year. In manufactur-
ing industries there was a further extension of the
wark week and a sustained rise in output per man-
hour. As can be seen from table 1-3, these two
factors contributed to an appreciable increase in
manufacting production with a rise in employment
of little more than one per cent.

As in earlier phases of the upswing, average
hourly earnings in manufacturing rose no more than
output per man-hour, This has resulted in continuing
stability in unit labour costs, which is unusual dur-
ing the third year of a cyclical expansion. It is esti-
mated that total wage and salary costs per unit of
output, including the cost of fringe benefits, were no
higher in late 1963 than in mid-1960 or in the sum-
mer of 1957.

Largely because of the stability in unit labour
costs, the competitive position of United States
producers continued to improve, both in their home
market and abroad. Wholesale prices of farm prod-
ucts fell by almost 2 per cent. Industrial wholesale
prices were unchanged compared to 1962 but became
firmer towards the end of the year, particularly for
metals and some metal products. As in the two pre-
ceding years, consumer prices went up by slightly
more than one per cent. Although 1963 was a vear
of strong demand for consumer durables, the aver-
age prices of both cars and household appliances
were lower than in the year before,

The price/wage guide-posts set forth in the Eco-
nonric Report of the President in January 1962 mav
have contributed to the stability in prices and costs by
assuring business and labour that the Federal Gov-
ernment would bring to bear the pressure of public

Table 1-3. North America: Employment, Production, Earnings and Prices, 1961-1963

Cannda United States
Ttem
1962 1963 1961 1962 1963
Unemployment as percentage of civilian
labour force ......oevinvinnn. baeeranna 71 59 55 6.7 56 3.7
Percentage change from preceding vear
Total civilian employment ................ 1.6 28 24 02 18 1.4
Manufacturing production ....voeevv.. veea 28 73 60 09 76 55
Output per man-hour in manufacturing .... 2.5 33 25 26 54 31
Hourly earnings in manufacturing ........ 28 27 4.3 27 3.0 20
Wholesale prices of finished manufactured
BOOUS .« ivi i nnaannan Careetanmees . 09 18 21 02 0.1 —
Consumer prces «ou e cneneinrcnnnnna. - 09 12 18 11 1.2 12

Source: Bureau of General Economic Research and P

based on data from Canada, Dominion Bureau of Statistics,

United States Department of Commerce, Survey

ment of Labor, Monthly Laber Review (Washington, D.C.).

olicies of the United Nations Secretariat,
Cenadian Statistical Review (Ottawa);
of Current Business and United States Depart-
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opinion on price and wage increases it considered
inflationary. While a major factor in the over-all
stability of prices and wages has probably been the
availability of under-utilized capacity, the official
stand against indiscriminate increases undoubtedly
helped to curtail rises based on a favourable market
position,

In Canada the economy was stimulated during
1963 by a sharp rise in agricultural production and
exports. Farm output was about 8 per cent above
the previous highest level, in 1962. Most of this gain
was accounted for by a record wheat crop, but out-
put of other grains was also higher, and dairy pro-
duction was well maintained, Developments in agri-
culture and exports were in part interlinked: the
bumper wheat harvest coincided with substantially
enlarged market outlets abroad. Imports increased
less than exports, so that there was a larger trade
surplus than in the year before. Mainly because of
cut-backs in expenditure on defence and smaller
claims in connmexion with unemployment benefits,
federal purchases of goods and services were lower
than in 1962, and this helped to reduce aggregate
excess demand. Changes in other components of
gross national product paralleled closely those in
the United States.

A steady inecrease in personal consumption con-
tributed to the sustained growth of total demand.
As in the United States, consumer expenditure rose
approximately as much as private disposable income,
with hardly any change in the saving ratio. Car sales
moved up sharply for the second consecutive year,
and outlays for other consumer durables also ex-
panded significantly. There was a notable increase in
residential construction during 1963, reflecting a
major rise in apartment and row-house building.
The business component of fixed investment was also
higher, whereas some slowing down was evident in
the trend of public and institutional investment. In
the case of public investment, the slackening was
confined to federal outlays; provincial and municipal
government purchases of goods and services con-
tinued to move upwards in the course of the year.
There was some further building up of inventories
but the expansion remained small and of relatively
little importance in the over-all increase in output.

Monetary restraints imposed at the time of the
1962 foreign exchange crisis were progressively
relaxed in the closing months of that year and dur-
ing the spring of 1963; by May 1963 credit condi-
tions were as easy as they had been in early 1962
prior to the exchange crisis. In the second half of
the year, however, following the tightening of ecredit
in the United States, interest rates rose appreciably.

Employment continued to expand during 1963 and
unemployment contracted despite a considerable ac-

celeration in the rate of growth of the labour force.
In manufacturing this appears to have heen reflected
in a smaller rise in output per man-hour than in
1962. While the average price of crude products
showed only a moderate rise, both wholesale prices
of finished goods and consumer prices increased more
than in the preceding year.

THe PRINCIPAL ELEMENTS IN THE 1961-1964
EXPANSION

The present upswing in the United States differs
in several respects from the two preceding expan-
sions—those of 1954-1957 and 1958-1960. It has
been characterized by more persistent and more uni-
form growth in the various components of demand.
Between early 1961 and the end of 1963 the current
expansion had surpassed the brief 1958-1960 recov-
ery in both extent and duration and had achieved
in its first eleven quarters a somewhat greater in-
crease in real output than that achieved in the thir-
teen quarters of the 1954-1957 expansion. Most of
the greater strength of the present upswing has orig-
inated in three components of final demand: federal
purchases of goods and services, residential con-
struction and expenditure on durable consumer
goods.

From the first quarter of 1961 to the fourth quar-
ter of 1963 federal purchases rose by 16 per cent
and accounted for 10 per cent of the total increase
in gross national product. As can be seen from table
1-4, this contrasts sharply with their decline in the
course of the 1954-1957 upswing, which was largely
a result of cui-backs in defence expenditure after
the Korean conflict. The rise after 1960 also con-
trasts with developments during the 1958-1960 up-
swing when, after an initial rise, expenditures were
reduced continuousty, The increase in the years
1961-1963 occurred mainly in outlays for defence
and space PrOgramumes.

Residential construction has risen fairly continu-
ously since the beginning of 1961, whereas in the
preceding expansions there was a decline after a
vigorous but short-lived spurt of activity. From the
first quarter of 1961 to the fourth quarter of 1963
the increase amounted to 34 per cent, accounting for
8 per cent of the total increase in gross national
praduct,

In the current upswing, the major factor in the
rise in personal consumption expenditures—11 per
cent at constant prices over the three years-—was a
steady increase in the demand for automobiles. Be-
tween the first quarter of 1961 and the fourth quar-
ter of 1963 consumer expenditure on new cars and
parts increased by as much as 48 per cent, with
hardly any change in average prices. Purchases of
other consumer durables tend to show smaller cyc-
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Table 1-4. North America: Distribution of Total Change in Gross National
Product in the Last Three Expansions
(Seasonally adjusted at constant prices)

Canada

Unitcd Stoles

Percentage distyibution
of change belween

Percentage distribution
of change bettveen

Second First First Second First First
Ttem quiarter gitarier guarier quarfer quarter guarict
1954 1961 1934 1958 1961
and and and and and and
tisird second Ffourth third second Fourth
quarier quarter guarter quarfer gquarfer quarter
1957 1963 1960 1963
Personal consumption
Durable goods ....... 4 7 14 13 16 16
Non-durable goods and
SEIVICES nsnssnnoneas 52 88 37 58 46 34
Government purchases of
goods and services
Federal ~vovrvnnvnesn 200 —6* —11 1 10
State or provincial 1
and local .....0u0ns 28 o 9 7 8
Residentia! construction . 3 wulf 5 1 6 8
Business fixed invest-
ment® L ...ieaieeens 33 wa]Q 8 12 7 11
Changes in inventories .. 10 58 12 16 17 13
Exports-imports ....... —13 w31 18 8 1 —
Gross national product .. 100° 100° 100° 100 100 100

Source : Canada, Dominion Bureau of Statis-
tics, National Accounts, Income and Expendi-
ture; United States Department of Commerce,
Survey of Current Bustness.

= Breakdown into federal and other govern-
ment purchases is known only at current prices.

lical fluctuations, and in this period they rose only
moderately.

Up to the end of 1963, business fixed investment,
state and local government outlays and consumer
expenditure on other items than cars had contrib-
uted about as much to the current upswing as in the
comparable 1954-1957 expansion. In the case of busi-
ness fixed investment, however, the uptrend was
considerably stronger during 1963 than during the
corresponding stage of the 1954-1957 expansion. In-
ventory investment has been remarkably stable dur-
ing the present upswing. The ratio of stocks to sales
has fluctuated within narrower limits than in pre-
vious expansions and, in contrast to the 1954-1957
expansion, the rise in aggregate production has re-
ceived no stimulus from abroad.

Continued but less stable growth

1DOMESTIC DEVELOPMENTS IN 1963

In western Furope, economic activity expanded
further in 1963. Except in Austria and the United
Kingdom (where there was some acceleration) and
Denmark and Finland (where there was decelera-
tion), the increase in industrial production was much
the same between 1962 and 1963 as it had been be-~
tween 1961 and 1962. The gross national product

The percentage shiares have been assumed to be
the same at constant as at current prices.

® Non-residential construetion and producers’
darable equipment.

< Including a residual error not shown sepa-
rately.

In Canada, the course of demand and production
has tended in recent years to resemble very closely
that followed in the United States. Perhaps the most
significant difference has been in the role played by
the external sector: in Canada changes in imports
and exports have had a much greater impact. If the
jnfluence of fluctuations in the trade balance and in
farm inventories is disregarded, the distribution of
changes in the various components of gross national
product in 1961-1963 was again fairly similar to the
corresponding changes in the United States. In con-
trast to developments in the United States, however,
between the first quarter of 1961 and the fourth
quarter of 1963 purchases of goods and services by
the federal authorities in Canada probably exerted
a contractionary effect on total demand.

in western Europe and Japan

registered a further appreciable gain in ail the major
countries: the rise in 1963 was somewhat lower than
in 1962 in Denmark and France, somewhat higher
in Austria, Norway and the United Kingdom (see
table 1-5).

This expansion was achieved despite the fact that
chance factors, such as unfavourable weather at the
beginning of the year, resulted in appreciable pro-
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Table 1-5. Western Europe and Japan: Industrial
Production and Gross National Product, by
Country, 1961-1963*

(Perceniage change from preceding year)

Country and itens 1961 1962 1963
Eurorearn Economic CoMMUNITY
Belgitm
Industrial production .......... 5 6 6
Gross national product ........ 3 4 4
France
Industrial production .......... 5 5 5
Gross national product ........ 4 6 4
Germony {Federal Republic of)
Industrial productions ....,..... 6 5 4
Gross national product® ........ 5 4 3
Italy
Industrial preduction .......... 11 10 9
Gross national product ........ 8 6 5
Netherlands
Industrial production ........ e 2 6 5
Gross national product ........ 3 3 4
OrrER WESTERN HUROPE
Ausiria
Industrial production .......... 4 3 5
Gross national product ..... ves 5 2
Denmark
Industrial preduction ......u... 4 7 —
Gross natiopnal product ........ 6 5 2
Finland
Industrial production ....... wo. 11 6 3
Gross national product ........ 7 3 3
Norway
Industrial production .. ........ 7 4 5
Gross national product ........ 6 3 5
Sweden
Industrial production .......... 4 2 2
Gross national product ........ 6 4 3
Untted Kingdom
Industrial production .......... 1 1 3
Gross national product ........ 3 1 4
Jaran
Industrial production .......... 19 B 9
Gross national product® ... ...... 16 7 8

Source: Bureau of General Economic Research and
Policies of the United Nations Secretariat, based on data
from Organisation for Economic Co-operation and Devel-
opment, General Statistical Bulletin (Paris); European
Economic Community, Statistical Office of the European
Communities, General Statistical Bulletin, No. 12, 1963;
and official national sources.

* Industrial production covers mining and engineering,
manufacturing, gas, electricity and water. Gross national
product is at constant prices,

b Including West Berlin,

® Fiscal years starting on 1 April of years indicated.

duction losses, some of which—particularly in agri-
culture—could not be recovered later. Causing more
concern than fortuitous phenomena, however, were
widespread signs of structural weakness in demand
and production. In the course of 1963 a growing
disequilibrium between domestic demand and avail-
able productive resources appeared in several coun-

tries, particularly in France and Italy, while only a
few countries moved towards greater internal bal-
ance.

External demand made a considerably larger con-
tribution to the over-all expansion than in the two
preceding years, whereas fixed investment, the most
important domestic impellent of economic expansion,
increased less than gross national product in a num-
ber of countries and in western Europe as a whole.
In early 1964, moreover, predictions for further ex-
pansion were based largely on prospects of a con-
tinued upswing in North America and increased
import demand in the primary exporting countries
rather than on expectations of seif-sustaining growth
within the area, Thus, aside from chance factors, the
expansion in western Europe—aiready four years old
——maintained its momentum in 1963 but became
rather more vulnerable to internal disturbances and
more dependent on the vigour of external demand.®

In member countries of the Europcan Economic
Comanunity, economic growth was generally well
maintained. In Belgium and the Netherlands the
gross national product grew slightly more between
1962 and 1963 than in the two previous intervals;
in France the rate of increase dropped back to the
1960-1961 figure; in the Federal Republic of Ger-
many and in Italy, however, there was some further
deceleration,

Agricultural production developed less favourably
in all EEC countries. In France it actually fell off
5 per cent after having increased 10 per cent in the
year before, a decline which largely accounted for
the lower rate of increase in gross national product.
Industrial output, which rose again at the 1961-1962
rate in Belgium, France and the Netherlands, in-
creased at a distinctly lower rate in the Federal
Repubiic of Germany and Italy.

Exports of goods and services expanded at a
higher rate between 1962 and 1963 than in the pre-
vious interval in all EEC countries except Italy,
where the rate of increase slackened considerably
(see table 1-6). The tendency for the growth of
domestic fixed capital formation to fall off was re-
versed in Belgium and the Netherlands but con-
tinued in the other member countries through most
of the year. In Italy and the Netherlands, a vigorous
upswing in internal demand took the form of an ac-
celeration in the rate of growth of persomal con-
sumption and a considerably higher rise in imports
than exports. In France, personal consumption rose
glightly less than in the preceding year but more
than gross national preduct, and imports went up
significantly more than exports. In the Federal Re-

2 Faor details on the 1958-1962 upswing in western Europe,
see World Economic Survey, 1962, part II (Sales No.
63.IL.C.2), pages 7 to 9.
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Table 1-6. Western Europe and Japan: Gross National Product and its Main
Components, by Country, 1961-1963

(At consiant prices; percentage change from preceding year)

Gross Personal Public Fized I:";:':;ﬂgst;‘::idc Chf,:me
Country aud year national constnpe  congtnpe invest- services tven-
product tion tipn ment toriosa
Exports Imports
Eurorran Economic
CoMNMUNITY
Belgium
1961 vnevvinnrnnnnsa 3 3 1 3 8 7 07
1062 wvvvanensnnrnnes 4 4 6 2 9 8 0.5
963 cvvnvennnnrannnn 4 4 6 5 1 13 0.6
France
1961 (hovaninnnincas 4 6 3 10 6 7 09
1982 vivvnannavannnar 6 7 2 7 3 11 15
1663 .vncvrennninnnn 4 6 2 6 6 10 11
Germany (Federal
Republic of )°
1961 cnonrennaernenn 5 7 8 9 3 8 18
1962 ovricvanacnnan 4 6 12 5 4 11 1.2
1963 ..ivvnnnnrsnnoan 3 3 6 2 10 8 12
Tialy
1961 ..ovvncnnrannvan g 8 5 12 16 15 13
1962 .o ocnenerarnann 6 7 5 % 12 18 11
1063 o iiiiianannae 5 9 5 6 6 21 0.9
Netherlands
1961 .ovevvinnesnnse 3 5 4 6 4 7 29
1062 . i iinannnanan 3 4 6 4 7 7 13
1963 ..oivineiiaana 4 6 3 6 7 10 0o
O1HER WESTERN HUROFE
Austria
1961 cvicinrnnananans 5 6 3 8 5 4 42°
1962 oininenninnanes 2 6 1 — 9 6 20°
1963 i 4 5 5 1 9 4 1.5°
Denmark
1061 .orieinnnnnnuinn 6 7 7 i1 4 15
1962 o vannnrane s 5 7 7 8 § 13 2.3
1963 .o 2 — 6 - 11 — 01
Finland
1961 (inivanonannnen 7 7 6 10 & 8 18¢
1962 iiinacnnaaenan 3 4 7 — 7 6 1.0°
1963 e iieaan 3 4 5 — 1 —2 v
Norway
125 S 6 6 6 11 7 10 16
1962 . uvinannnaaan 3 3 8 7 5 7 0.2
1963 onevicnnanncnns 5 4 7 6 11 10 09
Swweden
1961 Linivnvrvnnannrs 6 6 5 6 4 1 17
1962 e 4 4 6 3 8 6 10
1963 ..o iiinn 3 4 5 3 7 7 —-02
United Kingdom
1961 . cvreiiirnannan 3 2 4 L 2 -1 11
1962 ..iiiiiernnanan 1 2 3 -1 3 1 04
1863 orenviornevensen 4 4 3 1 4 3 03
Jaran®
1961 o iiiainnsnaane 16 8 4 11 6 20 87
1962 . iveriranvnans 7 9 11 11 18 e 40
1963 .o 8 8 10 11 13 28 58
Souvace: Sece table 1-1. °Tncluding a statistical discrepancy.
" At current prices, as percentage of gross ¢ Fiscal years starting on 1 April of years
national product at current prices. indicated.

® Including West Berlin.
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public of Germany, a fall in the rate of growth of
domestic demand resulted in an improvement in the
carrent account of the balance of payments. There
was no change in the rate of increase of public
consumption in Belgium, France and Italy and there
was a slackening in the Federal Republic of Ger-
many and the Netherlands.

Largely as a result of a sharp decline in the Fed-
eral Republic of Germany, the year-to-year growth
rate of gross fixed investment in the EEC as a whole,
which had been 9 per cent in 1961 and 6 per cent in
1962, declined further to 4 per cent in 1963. Indus-
trial investment was particularly sluggish, as shown
in table 1-7, The trend changed in the course of the
year, however, and a limited revival set in after the
first quarter. It appears that the decline in profit
margins that has occurred in the EEC countries in
recent years slowed down during 1963, In the Fed-
eral Republic of Germany this was largely because
of an appreciable slackening in the rate at which
wage costs per unit of output had been increasing.
In France and Italy, where wage costs continued to
rise, prices also went up rapidly, lessening in many
instances the downward pressure on profit margins,
Here, moreover, the expansion of personal consump-
tion stimulated investment in the consumer goods
industries. In Belgium, the Federal Republic of Ger-
many, and the Netherlands, a pick-up in external
demand from the second quarter onwards had the
same effect on export industries. As in previous
years, industrial investment aimed mainly at ration-
alization to offset the shortage of manpower and the
rise in wage costs. In part as a consequence of this,
investment in equipment generally rose more vigor-
ously than investment in building and construction.
The decline in the rate of growth of industrial invest-
ment in most EEC countries should be seen against
the background of the very high rates achieved in the
earlier years of the present upswing. In the Federal
Republic of Germany, for instance, a constant level
of gross investment in industry during 1963 would
have resulted in an estimated 6 to 7 per cent addition
to productive capacity.

Housing construction developed within the limits
set by shortages of skiiled labour and bottle-necks in
the supply of machinery and materials. In the
Netherlands, however, a considerahle aceeleration in
building output was achieved mainly through in-
creased input of labour, which was made possible
by greater than average increases in wages. Invest-
ment by general government, though expanding more
than other fixed capital formation, generally showed
a lower rate of increase than in 1962. Between 1962
and 1963 the expansion of personal consumption in
the EEC as a whole surpassed the growth of invest-
ment for the first time in ten years. The rise in
consumer expenditure was based on a continued

Table 1.7. Western FEurope and Japan: Gross
Domestic Fixed Investment and its Main Com-
ponents, 1961.1963

(At consiant prices; percentage change from
preceding  year)

General

Cauntry and year Total governments

Housing  Indusiry

Evrorzan EconoMic

CoMMUNITY
Belginm
1961 L. iuiieiian 3 5 8 -y,
1962 oovvvvnunns 2 el 4 13
1963 ....oieaun, § -3 9 10
France
1961 ...l 10 6 9 15
1962 . iivvnnn.un 7 4 7 13
1963 ...ovvvvvnun 6 7 4 13
Germany (Federal
Republic of ¥
1961 ... ivanenn 9 10 i1 13
1962 ..o 5 2 — 14
063 o.vviivinnn 2 . | - 10
Ttaly
£33 12 9 22 5
1962 (ool 9 14 9 —35
1963 ...icivviiun 6 8 7 —3
Netherlands
196 . ..., 6 —1 13 16
1962 .....ooen. 4 G 8 10
1963 ... vvuen. 6 6 5 5
Oruen westerN Evrore
Finland
1961 ..v.vuvnn.n. 10 17 caa 9
1962 ..... crreeen — 14 s )
1963 ......ve — 3 - 7
Norway
1961 i, 11 8 16 1
1962 ovvvvininnn 7 3 10 10
1963 .ovvivnune 6 2 2 1
Sweden
1961 ..oooviinin 6 9 —2 2
1962 ...ivivnunn 3 7 5 10
1963 ......v0vtu. 3 6 4 19
United Kingdom
1961 L.l 9 6 17 18
1962 ..eivinnnn -] 3 ] 15
1963 ....ovinn.n ] 2 w10 5
Jaranc
£ ) N 3 25 27 23
1962 ...ivviiinnns 11 23 —4 3z
1963 vt iiinian 11 18 -8 26

.SourcE: See table 1.1,

® Excluding povernment enterprises,

" Including West Berlin.

*Fiscal years startivg on 1 April of years indicated.

rapid increase in personal disposable income. In the
Federal Republic of Germany, however, a slowing
down in the rate of growth in wages and salaries,
combined with a substantially higher saving ratio,
resulted in a smaller rise in consumption than pre-
viously. In contrast to earlier developments, outlays
on durables increased hardly at all (see table 1-8).
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Table 1-8. Western Europe and Japan: Personal Consumption and its Main
Components, 1961-1963

(At constant prices; percentage change from preceding wear)

Durables
Country and year Tolal Food Clothing Dwelling Household  Passenger
gocas carsd
EunroreaN Econoaic CoMamMuNITY
Belgium
L 3 4 3 1 3 4
1962 vt inrrinnnnanarrananaen 4 2 3 — G 9
1963 v viscnnnnsnrinianennnes nas 4 7 5 7 19
France
1961 L ieiiiinnaa e 6 4 6 10 13
N 7 4 7 8 11 28
1963 1 veevranererannirannaarrany a6 4 7 7 o 41
Germony (Federal Republic of )
1 7 6 8 14 6 11
1962 .o o asewraneanan 6 3 4 18 3 11
1063 i wiane iianaaaa e 3 i 1 8 -1 2
Italy
1 1 A 8 7 4 3 14 29
T902 vt nnrnncunanrarsaivesnna 7 3 7 3 16 20
1963 La it ene e nananaa 9 7 6 3 25 44
Netherlands
B 5 5 7 2 3 19
1062 i e e taaaraaa 4 4 3 2 11 20
1003 . iieiiainnraaanraneaan & 4 8 2 iee 25
OreEr WESTERN EUurors
Austrie
1961 o 6 4 2 1
1 AN 6 4 7 7
1963 o toinucnneenan e aananany 5 4 3 5
Denmark
196 ...t v aaan 7 6 10 4 8 16
1962 . ovvieiiiorncnaiaacananan 7 3 7 4 9 28
1063 .ot iiiinannaaanneaaaen — 4 1 5 -5 —22
Finland
1961 .. . i aaaannnnaann 7 7 i2 3 21 18
1062 o eme e & 5 5 4 11 48
1963 ... e s 4 5 —6 3 2 27
Norway
B 6 3 4 3 6 41
1862 L. i iniiaanrenaaan 3 3 6 5 5 —4
b2 J N 4 3 5 6 6 13
Sweden
1961 6 3 8 4 11 10
1962 4 3 2 4 — 10
1943 4 7 6 6 7 16
United Kingdom
1961 ...... A mamnean e 2 3 2 1 — —8
1062 i o annanarenac s 2 — -1 2 1 6
1063 ...t i nana s 4 1 4 2 6 29
Jaran
B[ 8 3 13 15 - 49
1062 . i iiuncncncnnrsaneannreas 9 1 5 11 - 15
1063 . iienincnnncaaraeaeran 8 2 8 7 W e 59
Soynce: See table 1-1. dwelling, including West Berlin,
* Registration of new passenger cars. ¢ Ratio of Jannary-July 1963 to Jamuary-July

¥ Total consumption and expenditures on 1962,
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Table 1-9. Western Europe and Japan:
Employment and Unemployment, 1961-1963

(dAnnual averages)

Total civilian cmpleyment

Ceuniry and year (pereentage change from Unemploymenis

preceding  year) (percentage)
Eurorean Ecowomic
CoMmMUNITY
Belginm
1961 o iiiiieenans 1 42
1962 ... i 2 3.3
1963 ..oiveniininns 1 27
France
1961 (..ovae.... e 1 11
1962 ... ‘e i 1.0
1963 .o, 2 09
Cermany (Federal
Republic of}
1961 i 1 (}]
1962 .o viivenenns . 1 07
1963 .o, 1 08
Tialy
1961 .o, 1 35
1962 ..., .. P o 31
1983 ........ vaen 3 25
Netherlands
1961 .. 2 09
1962 e 2 08
1963 oo, 2 09
OrEER WESTERN EURorE
Austria
1861 (... L DI 2 27
1962 v i 1 27
1963 ... o 29
Denmark
1961 ... .. 38
1962 ....... .. ..... 33
1963 ..o 43
Finland
1961 .0 ..o . s 12
1962 ... 1 1.2
1963 ... .ooviiuinnn. — 1.5
Norway
1961 ...l 1.2
1962 ..ol 1 14
1963 ..o, 1 17
Srweden
1961 ... e e 1 12
1962 ... ... 1 13
1963 ..o vin oLl 1 14
United Kingdom
1961 ... i 1 16
1962 . 1 21
1963 . ... ... — 26
Jaranw
1981 e . 1 1.0
1962 e 1 13
1963 ... . 1 0.9

Source: Statistical Office of the United Nations, Monthly
Bulletin of Statistics; and official national sources

* Generally the ratio of registered applicants for worl
or surveyed unemployed to the civilian labour force avail-
able for hire Unemployment percentages are not com-
parable between countries owing to differences in definition

Other EEC countries registered {further considerable
increases in consumption, most notably in durable
goods, particularly cars.

Employment in the EEC countries continued to
be determined by the availability of additional man-
power. Only in Italy was there an appreciable in-
crease in total civilian employment (see table 1-9). In
the other countries, as in preceding years, an inflow
of workers from abroad played an important part
in the labour market. In the Federal Republic of
Germany, foreign workers made up almost 4 per
cent of total paid employment in September 1963.
In France and the Netherlands the supply of labour
was increased by reductions in the period of military
service. In most countries the rise in employment
was greatest in building and construction and in
the service sectors. In industry, on the other hand,
employment changed little; in the Federal Republic
of Germany, indeed, it actually contracted.

Belgium and Ttaly experienced a further decline
in the unemployment rate, In the other countries
unemployment continued to be very low. In France,
where it had risen considerably in the autumn of
1962 following the repatriation of Huropeans from
Algeria, there was 2 continuous decrease throughout
1963.

Contrary to expectations at the beginning of the
year, the uptrend in prices became stronger in EEC
countries in 1963 (see table 1-10). The only excep-
tion was the Federal Republic of Germany, where
the rate of increase in most price indices slowed
down until the end of the summer. The increase in
industrial prices was mainly a result of a continued
rise in costs, As shown in table 1-11, hourly earn-
ings in manufacturing increased at a higher rate
than output per man-hour in all countries but the
Federal Republic of Germany. However, a firmer
trend in prices of imported primary commodities
and a persistent rise in prices of building materials
also contributed to the increase in costs in 1963,
The rise in consumer prices was chiefly a result of
increases in the prices of various domestic food items
following poor crops in the whole EEC area,

In the Netherlands the maintenance of wage and
price stability has in recent years become increas-
ingly difficult because of the higher wage level in
other EEC countries, particularly the Federal Repub-
tic of Germany. These wage differentials have resulted
in a growing volume of worker emigration, which
has increased the tightness in the domestic labour
market. Towards the end of 1963, trade unions and
employers’ organizations agreed upon wage increases
which, with government approval, were to go into
effect in 1964. Intended in part to bring Dutch wages
more into line with those in neighbouring EEC
countries, these increases were much greater than
foreseen only a short time earlier,
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Table 1-10. Western Europe and Japan: Price
Indices, 1961-1963

(Annual querages; percentage change from
preceding year)

Twiport ¥ holesale W"}"{“"JF )
Country and year ﬁrf:;, of }’b’,—:?ﬁ,‘c;‘,,?;f f;{ﬂ:;ﬂ ed COI;LJ;S?"
materiols  materigls  enufectired
gocas
Euvroreaw EcoNoMIC
CoMMUNITY
Belginm
1961 ........ —_ —_ -l 1
1962 ........ —3 3 —2 1
1963 ........ 1 4 2 2
France
1961 ..... van —2 4 3 3
1962 ..ivvan. =5 5 1 5
1963 ........ 2 6 3 5
Germany { Federal
Republic of}
1961 ........ e 3 3 3
1962 ........ —4 3 3 3
1963 ........ —2 2 1 3
Ttaly
1961 ....aue. i 5 1 2
1962 .. .0 cons —7 1 2 5
1963 ... .. —4 11 3 7
Netherlands
1961 ........ ] 4 e 2
1962 ........ 1 7 — 3
1963 ........ 2 2 2 4
QTHER WESIERN
EurorE
Ausiria
1961 ... 3 4
1962 ........ 2 4
1963 .....-.. 4 3
Denmark
1961 ........ —2 7 2 4
1962 ........ —5 5 3 8
1963 ... van 3 1 5
Finland
1961 ... —2 1 1 2
1962 ........ —2 1 3 5
1963 ........ 1 1 4 5
Norway
961 ........ —1 6 2 2
1962 ..., —2 3 2 5
1963 ........ —13 1 1 3
Sweden
1961 ....... — 4 3 2
1962 ....... — 4 3 5
1963 ... 2 4 3 3
United Kingdom
1961 ........ ] 3 3 3
1962 ........ e} 3 1 4
1963 ..... ... 1 1 1 2
Jaraw
061 ... . ..n.. —D 7 7 5
1962 .. vavnan. —1 B -1 7
1963 ...inins —1 —1 1 8

Source: Bureau of General Economic Research and
Policies of the United Nations Secretariat, based on data
from official national sources.

In September—the cost of living index having
risen by 4 per cent since the beginning of the year
—the French Government adopted a stabilization
programme which drastically limited freedom of
price formation. This was in the nature of a stopgap
measure and towards the end of 1963 and early 1964
it was followed by an increase in the bank rate from
3.5 to 4 per cent and reductions in several customs
duties. In Ttaly, a disinflationary policy was also
adopted ; perhaps most important potentially was a
decision to effect a 10 per cent reduction in the
budget deficit. In the latter half of 1963 and early
1964, the Governments of Belgium, the Federal Re-
public of Germany and the Netherlands also under-
took a variety of mildly deflationary measures.
These included changes in monetary and credit pol-
icy—among them upward adjustments in the bank
rate—as well as meastires aimed at increasing sup-
ply and curbing demand. These measures were part-
ly precautionary in character, especially in the Fed-
eral Republic.

In April 1964 the Council of Ministers of the
EEC recommended a ten-point programme to halt
inflation in member countries. The Governments
commitied themselves to stabilize prices ard pro-
duction costs without limiting the freedom of foreign
trade. They agreed to hold the growth of govern-
ment spending below 5 per cent a year and to finance
any increase exceeding 5 per cent by higher taxes.
They undertook to restrain the demand for build-
ing and to maintain or tighten the restrictions on
credit then in being and seek the co-operation of
labour and management in holding wage increases
within the limits of production growth.?®

Among the other western European countries
growth rates were generally modest in 1963 (see
tahle 1-5). The rate of increase in production ac-
celerated in Austria, Norway and the United King-
dom, while in Sweden some loss of momentum in
the first half of the year gave way to recovery in
subsequent months. There was a sharp decline in
the rate of growth of Danish industrial production
and gross national product, largely as a result of
deflationary measures taken by the Government in
order to safeguard the balance of payments. In Fin-
fand the rise in production was larger than forecast
at the end of 1962, chiefly because foreign demand
rose more strongly than expected.

In the United Kingdom, year-to-year changes give
an incomplete picture of the advance in production

2 More generaily, the Council of Ministers approved a
number of measures designed to strengthen, through appro-
priate institutions, monetary and financial co-operation
among member couniries. A commiitee is to be created to
co-ordinate economic policies. Sce European Economic Com-
munity Commission, European Community, No. 71, May
1964 {Washington, D.C.).
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Table 1-11. Western Europe and Japan: Hourly
Earnings and Qutput per Man-hour in Manu-
facturing, 1961.1963°

(Percentage change from preceding year)

- Country and year cormiry e fer
Eunorean Economic Community
France
051 L g® 4
1962 ...l . g 5
1963 ..ovvivnnnn.. gt 4
Germany (Federal Republic of)
961 i 11 4
1962 ....oiinat, 11 3
1963 ..., 7 9
Ttaly
1961 ..., 5 6
1962 ...l 15 8
963 ..oviiiinnnnn 21 4
Netherlands
19610 Lo 5 7
1962 ... i 10 4
1963 ..oiiiiiiins 9 3
OraEr WESTERN EUROFE
HAustria
/61 e, 9 3
1962 .. ...l 8 3
1963 ... e oL 5 6
Finland
961 ..., - 8 5
1962 e 6 7
1963 7 i
Norway
1961 7 7
1962 ... . L. g 1
1963 ..ol 5 6
Sweden
1961 9 ]
1962 7 2°
1963 9 4
United Kingdom
W61 L. 6 1
1962 ...l 4 1
1863 - 5 3
Jaran
1981 ..o il 12 10
1962 ... . .ol 10 3
1863 oo 10 6

Sourcr: See table 1-10.

*The figures are not comparable between countries
owing to differences in definitions and coverage.

b'Wage rates.

¢ Qutput per man,

and employment during 1963. At the beginning of
the year the effects of the exceptionally hard winter
were superimposed on a previously existing state of
under-employment of resources in the wake of a
decline in demand in late 1962, The Government’s
policy in the latter months of that year had been
directed towards stimulating demand. Under fiseal

and monetary stimuli the economy expanded rapidly
in 1963. The 1963 budget involved tax reductions
amounting to £269 million, which buoyed consumer
demand as well as producers’ projections of prob-
able future demand. By the end of 1963 much of
the slack had been taken up, and the main problem
had become one of moderating the expansion to a
rate that could be sustained in the long run. The
increase in activity during the year was reflected
in a sharp rise in the amount of overtime worked.
In the course of the year, real personal disposable
income rose about 5 per cent while unemployment
fell by a half per cent {to 2 per cent) and in De-
cember 1963 it was still falling (on a seasonally
adjusted basis). At this stage, however, further ex-
pansion was threatened by a tendency for incomes
to grow faster than output and by a related fall in
the surplus on the current account of the balance of
payments. Continued economic growth appeared to
depend increasingly on the country’s ability to ex-
pand its exports. In February 1964 the bank rate
was raised from 4 per cent, where it had been since
January 1963, to 5 per cent. The move was intended
mainly to slow down domestic expansion now that
the slack had been taken up, but also to counteract
the effects on short-term capital movements of earlier
increases in interest rates in other countries.

In the summer of 1962 economic policy in Den-
matk began to restrain internal demand, Initially,
this entailed tightening fiscal and monetary condi-
tions and restricting building activity. Between the
second quarter of 1962 and the second quarter of
1963 the cost of living index rose about 8 per cent,
In the spring of 1963 the Government and the lead-
ing economic groups adopted an over-all plan for
holding back increases in incomes and prices. Future
expansion in wages and salaries on the one hand
and in profits and dividends on the other was to be
confined within narrow limits, in the case of wages
to not more than one per cent during the ensuing
year, Simultaneously, a price stop was introduced.
These measures were instrumental in halting the rise
in prices, and the cost of living levelled out in the
second half of the year. In the autumn, stability
having been regained, the price stop was repealed
and the bank rate lowered from 6.5 to 6 per cent.

Among the other Furopean Free Trade Associa-
tion (EFTA) countries, Norway achieved the high-
est rate of increase in gross national product as well
as in gross domestic fixed capital formation and—
together with Denmark—the most vigorous rise in
exports. In the remaining countries, aggregate de-
mand continued to draw much of its strength from
a further-—and generally quite high—increase in
exports, Fixed investment remained sluggish and,
as was the case in EEC countries, the principal
contribution came from investments by public au-
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thorities; industrial investment developed less fa-
vourably.

The course of personal disposable income and per-
sonal consumption paralleled closely developments in
aggregate production, As can be seen from table 1-8,
the rise in consumer expenditure was quite even-
ly distributed among its major components, though
outlays on passenger cars rose sharply in most of
these countries.

Averaged over the year as a whole, civilian em-
ployment registered hardly any increase over 1962,
while the rate of unemployment was appreciably
higher. This reflected the generally siack state of
the economy at the beginning of the year. As 1963
advanced, employment picked up and unemployment
declined. The rise in prices and wage costs was only
slightly lower in other western European countries
than in FEC member countries. Developments in
prices were largely governed by the same general
factors as in the EEC

Following the stabilization period after the 1961
balance of payments crisis,? Japan entered a stage of
less rapid but more balanced growth. As a result
of a substantial increase in all categories of demand,
the vear-to-year rise in output was stightly larger
for the fiscal year beginning April 1963 than for the
preceding fiscal year. The equilibrium of domestic
expansion was, however, disturbed by a worsening
in the trade balance in the wale of rising demand for
imports both of raw materials—for stocl as weil as
for current use—and of consumer goods, facilitated
by further trade liberalization measures and by the
need to import additional quantities of cereals to
supplement a relatively poor domestic out-turn.

Drespite bad weather conditions, however, agricul-
tural production was not far short of the record
level in 1962, During the stabilization period, in-
dustrial production reached its lowest point in the
fourth guarter of the calendar year 1962; one year
later the seasonafly adjusted index of industrial pro-
duction was 18 per cent higher, the largest increases
having occurred in investment goods and durable
consumer goods, Despite a considerable increase in
corporate incomes and profits in 1963, the decline
in industrial investment continued (see table 1-7).
Nevertheless, the increase in total investment between
1962 and 1963 was virtually the same as in the
previous interval; this reflects a high rate of expan-
sion in outlays for residential building and in the
govermment and service sectors. During the year, ag-
gregate deman again tended to rise faster than avail-
able supply. Inflationary tendencies were aggravated
by the poor domestic wheat harvest and a rise in
prices of several imported primary commodities. The
rise in prices, particularly consumer prices, tended
to accelerate despite a marked slow-down in the
rate of increase of wages. In the light of the faveur-
able export prospects at the end of 1963, the imbal-
ance between supply and demand in the course of
the year appeared to be of a transitory rather than
permanent character. Nevertheless, the rise in ex-
ports continued to lag somewhat behind the rise in
imports—a situation that has characterized the ini-
tial stages of previous accelerations. And in the first
quarter of 1964 the adverse trade balance combined
with strains in the money market forced the author-
ities to reintroduce monetary controls on a limited
basis.

Foreign trade and balance of payments’

TRADE EXPANSION: DIRECTION AND COMPOSITION

During 1963 the industrial group of countries ex-
perienced a significant acceleration in exports. In
value terms, the proportionate rise in exporis be-
tween 1962 and 1963 was of similar magnitude in
the principal regions—8 per cent in North America,
G per cent in the European Free Trade Assocciation,
10 per cent in the Luropean Economic Community
and 11 per cent in Japan (see table 1-12)

The greatest expansion, hoth absolute and relative,
was in trade among the industrial countries them-
selves. This was most marked in western Europe:
intra-trade increased by an eighth in the case of

2 See World Economic Survey, 1962, part 11, page 15
¢ See also the scction on inter-regional trade flows in the
Intreduction to this report.

LEFTA and by a sixth in the case of TIEC, hut North
America, EFTA and Japan all registered a sharper
rise in shipments to the EEC than to other areas.
Japan was the only industrial region to register a
higher rate of growth to the primary exporting coun-
tries and to the centrally planned countries than to
other industrial regions. In the case of western Eu-
rope, however, the increase of almost 6 per cent
recorded between 1962 and 1963 in sales to the pri-
mary exporting regions represented a sharp reversal
of the downward movement of the two preceding
years.

Changes in unit values were small during 1963
Between 1962 and 1963, import prices for the in-
dustrial countries as a group—being influenced more
by developments on primary commodity markets—
rose slightly more than export prices, bringing to a
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Table 1-12. Industrial Countries: Changes in the Value of Trade between
Major Regions, 1961-1963

(Percentage change from preceding yeor)

Area of destinalion

A N Horld Iudustrial countriess Primary Cenlrally
Exporting region and yeer cxporting  planned
Totals North  European  European countries® economicse
Ameriea Economie Free Trade
Community Association

Industrial countries

1961 Lo 5 7 —1 12 5 — 7

1062 e 5 7 10 11 4 -1 8

1963 i Y 10 5 14 7 7 5
North dwmerica

1961 Lo 2 1 —_ 4 11 —_ 4

1962 i 3 1 7 B —2 5 a

1663 8 8 6 8 7 6 ¢
European Economic

Comanunity

1961 i 9 12 — 16 10 -1 -t

1962 . i 6 10 8 14 4 el 6

1963 v iii v i0 12 4 17 6 5 —f
European Free Trade

Association

£} S 5 8 ) 11 9 ) 4

1962 .vvitniiiiiii v 5 8 7 11 6 -3 9

1963 v vet i 9 16 3 i3 13 6 6
Japan

F1 1) R 5 1 —3 22 6 5 d

1062 i 16 29 29 28 32 3 4

1963 i il 6 7 22 -—13 15

Sounce: Bureau of General Ecomemic Re- land China), Latin America and Oceania.

search and Policies of the United Nations
Seeretariat, based on data from the Statis-
tical Qffice of the United Nations.

* Component arcas plus Japan.

* Africa, Asia (excluding Japan and main-

halt the improvement in the group’s terms of trade
that had been under way since 1957,

In the United States, exports of goods rose by 7
per cent in value. About 40 per cent of the increase
was accounted for by agricultural products, ship-
ments of which were stimulated by poor harvests in
other parts of the world, particularly in Europe.
About 10 per cent of the total rise in exports con-
sisted of fuels, mostly coal to EEC countries. Deliv-
eries of other non-agricultural materials also in-
creased significantly. Thus, the expansion of exports
between 1962 and 1963 was dominated by primary
products, whereas in 1961 and 1962 the gains had
been concentrated in finished manufactured goods.
In absolute terms, the bulk of the increment in ship-
ments went to the developing countries of Africa
and Asia, to the EEC countries and to Japan; ex-
ports to Australia, Canada and South Africa rose
more than the average, but shipments to Latin
America failed to expand through most of the year.

© Eastern Hurope (excluding Vugosiavial,
Union of Soviet Socialist Republics and
mainfand China.

4 Trade small in absolute terms,

Part of the rise in exports can be ascribed to the
progressive tying of foreign aid to purchases in the
United States.® But the increase is also related to
the strengthening of the competitive position of
United States industry. As mentioned earlier, prices
and wage costs have remained stable in the United
States in recent years, whereas they have risen in
most European countries and in Japan (see table
1-13).

Imports of goods expanded by 5 per cent between
1962 and 1963—appreciably less than the expansion
in exports. The increase was fairly evenly distribut-
ed between the principal supplier countries. The
largest relative rise was in manufactured consumer
goads, particularly motor-cars.

In Cenade the value of exports in 1963 was 11
per cent higher than in 1962 and, with imports only
6 per cent higher, a large surplus was realized on

° See World Economic Survey, 1962, part I, page 26,
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Table 1-13. Industrial Countries: Wage Cost per
Unit of Output in Manufacturing, 1961-1963

(Percentage change from preceding year)

Ttem 196} 1962 1963

NorTH AMERICA

Canada ... o vvinininannns - —1 2
United States ... .. .ovvnnn un — —2 —
LEurorean Ecomosic CoMMUNITY
Framce «vovivivere vniieiman. 3
Germany (Federal Republic of) 7
Ttaly e e -1
Netherlands ... ... ... ......
Orier westERN Eunore

Austriz ....coenioon waanna 7
Finland ... .. et 2
NOIWRY ov o v imame nnaas —
Sweden ooy ien e 7
5
1

B
L3 1o tn

Lo wun

United Kiugclo;x;q ..............

ey Hmmm!

7

Source: Burean of General Economie Research and
Policies of the United Nations Secretarat, based on
data from official national sources.

merchandise account. A considerable part-—about 30
per cent—of the expansion in exports of goods in
1963 was accounted for by increased shipments of
wheat, On the import side, purchases of car parts,
farm machinery and a number of producer goods
increased substantially.

During most of 1963, shipments from the EEC
to non-member countries were unfavourably affected
by the dominance of personal consumption in world
demand, as more than 60 per cent of the EECs
merchandise exports consist of machinery and
semi-manufactures. This relatively low level of world
demand for capital and intermediate goods may have
had a restraining effect on EEC exports to non-
member countries even greater than that cccasioned
by the loss of competitiveness referred to above?
FEEC exports to associated overseas countries speed-
ed up considerably in 1963 after having declined by
19 per cent between 1961 and 1962. Sales to the
other African countries and to Asia also improved
somewhat; as in the case of North America, how-
ever, deliveries to Latin America receded throughout
the year.

Like its exports, imports into the EEC also in-
creased more than in the preceding year. In the wake
of the vigorous expansion of consumption, the rise
was largest in respect of manufactured consumer
goods Partly as a consequence of the severe winter
and of labour strikes in French collieries, there was
also a sharp rise in imports of fuels to replenish
depleted stocks. Towards the end of 1963, imports

T European _Ecopomic Community Commission, The Ece-
snomic Situation in the Community (Brussels), December
1003, page 1L

of investment goods showed signs of picking up in
response o the acceleration in economic activity that
had talken place in the course of the year.

The rate of growth of EEC imports from develop-
ing countries was no higher than it had been in the
preceding interval: a distinct drop in Algerian sales
to France went a long way towards offsetting ex-
pansion in imports from other developing countries.
Imports from both North America and EFTA coun-
tries rose briskly, but less than trade among mem-
ber countries. The increase in this EEC intra-trade
consisted to a considerable extent of a flow of im-
ports into France and Italy, accelerating as a result
of excess demand in those countries, and encouraged
to some extent by unilateral tariff reductions under-
taken to counteract inflation. Another general cut in
internal tariffs--made on 1 July 1963--also served
to stimulate trade among member countries. Much of
the increase in intra-trade was in the form of finished
goods, but movement of fuels and chemicals was
also significantly greater in 1963.

United Kingdom exports expanded rapidly through-
out 1963 and for the year as a whole were 8 per
cent higher in value than in 1962. Sales to the EEC
rose considerably more than this but shipments to
North America were slightly lower than in 1962,
Imports also rose steadily through 1963. One of the
main features of the year was the rapid rise in
imports of industrial materials, associated with the
expansion of manufacturing production and with a
shift from decumulation of stocks in the first half
of the year to accumulation in the second half, For
1963 as a whole, however, the volume of basic
materials imported was no greater than in 1955,
whereas imports of food had increased by an eighth,
semi-manufactures by a third, fuels by 60 per cent
and finished manufactures almost threefold.

Among other EFT.A countries, mildly deflationary
policies pursued in Austria and Denmark contrib-
uted to an appreciably greater increase in exports
than in imports, and a consequent improvement in
the trade balance. In Finland, exports and imports
changed little between 1962 and 1963, whereas both
trade flows increased vigorously in Norway and
Sweden. In all three of these countries there was a
particularly sharp rise in exports of forest products
and metals, whereas deliveries of engineering prod-
ucts showed little tendency to increase. As in the
case of intra-ETC trade, trade among the EFTA
countries themselves was spurred by reductions in
their internal customs duties; these took place in No-
vember 1962 and again at the end of 1963.

CHANGES IN THE BALANCE OF PAYMENTS

The balance of trade of the industrial countries
as a group deteriorated further between 1962 and
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1963 ; however, the increase in the deficit—about
$1.0 billion, measuring exports fob. and imports
cif~was considerably less than in the preceding
year. The change in the aggregate balance was the
net result of an mmprovement of about $0.9 billion
in North America and large increases in the deficits
in the EIIC and japan—amounting to about $1.2
billion and $0.6 hillion, respectively—with hardly
any change in the combined passive balance of EFTA
member countries. By contrast, official foreign ex-
change reserves in industrial countries went up by
almost $1.7 billion (sce table 1-14). This large in-
crease was comparable to that which occurred in
1961 when the balance of trade of the industrial
countries was much less passive. The source of the
gain in 1963 is not wholly clear. There was vir-
tually no increase in the liquidity represented by the
International Monetary Fund (IMF) gold tranche
of the countries in question; the increase was more
or less equaily divided between gold and foreign
exchange, and it accrued to the countries of western
Furope other than Italy, Sweden and the United
Kingdom whose reserve position deteriorated.

Table 1-14. Industrial Countries: Balance of
Trade and Changes in Official Gold and Foreign
Exchange Reserves, by Region, 1961-1963

(Millions of dollars)

drea and sear e Change intote

Industrial countries®

Wel .o —1,428 1,799

1962 ..o 3,382 -23

1963 0oL —4.304 1,696
North America!

1961 ..o 4,035 —31%

1962 e 3,061 w1262

1963 o 3,919 —321
European Economic Community

Wl Lo 151 2,140

1962 . oo ~1,560 387

1863 ... ... .o .. e - 2,802 1,534
European Free Trade Associakion

W61 L —4,039 261

1962 . .. —4,163 496

1963 .. ... —4,227 447
Japan

061 L. —1,575 —283

1962 ... —720 356

1963 ... wa,284 36

Sounce: Based on International Monetary Fund, Inier-
national Financial Statistics (Washington, D C ).

* Exports fob minus imports oif.

* Official gold and foreign cxchange reserves plus IME
gold tranche position

¢ Sum of data fer component areas.

4 Exports exclude military ald. Import data, eriginally re-
ported fob, adjusted to include an estimated allowance
for {freight and insurance

The gold component of the increase is accounted
for in part by a rise in outflow from the centrally
planned countries, financing a larger volume of im-
ports. It also reflects a decline in the proportion of
new gold production—which itself registered an-
other slight increase—moving into non-monetary
uses, particularly hoarding. This in turn reflects a
reduction in the amount of speculative holding since
the setting up, at the end of 1961, of a gold pool
designed to check fluctuations in the price of gold.®
Compared with increases of between $0.3 and $0.5
bilon a year in the world gold reserve (held offi-
cially, outside the centrally planned countries) in
the period 1960-1962, the increase in 1903 amounted
to about $0.75 billion, most of which accrued to the
industrial countries,

The reserve position of Canada, which had de-
teriorated sharply in the first half of 1962, having
recovered in the second half of 1962, registered a
further, though small, Improvement in 1963. This
was the result of a considerable increase in the ex-
port surplus between 1962 and 1963, notwithstand-
ing a slight rise in the deficit with the United States.
The aggregate deficit on other current accounts was
practically the same in 1963 as in 1962, while net
inflows of both long-term and short-term capital
were somewhat smaller. Nevertheless, the expansion
in exports was large enough to effect a significant
improvement in the balance of payments as a whole
in the course of the year,

In the United States the balance of foreign trans-
actions improved sharply between the first half and
the second half of 1963: while the deficit in the first
half amounted to $22 billion, sesasonally adjusted,
the second half deficit was only $0.5 billion. For the
year as a whole the over-all balance showed some
deterioration, but the balance on “a regular trans-
actions basis”—that is, excluding special govern-
ment transactions on capital account—improved
somewhat between 1962 and 1963

The excess of exports over imports resulted in
a $0.6 billion increase in the trade surplus (see table
1-15). Because of deterioration in most other items,
however, the deficit on current and long-term capital
account rose by about $1 hillion and this was only
partly offset by an improvement in net unrecorded
transactions. (Net recorded short-term capital ex-
ports remained virtually unchanged ) Net military
expenditures abroad and income on foreign invest-
ments continued the favourable trend of recent years,

2 The pool consists of informal selling and buying arrange-
ments, conducted in London, with the Bank of Engiand act-
jng as an agent for the ceniral banks of participating
countries. The operations of the gold pool have contributed
to stability in the gold market by lessening specufative de-
mand, with the result that more gold has moved into official
reserves than would otherwise have been the case. Sez Bank
of England, Quarterly Bulletin (London), March 1964,
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Table 1.15. United States: Balance of Payments,
1961-1963

(Billions of dollars)

Ttem 1961 1562 1963
Exports of goods® .. 199 20.5 219
Imports of goods . —H45 161 170
Balance of trade" ... ... 54 43 49
Military expenditures, net .. —25 =24 —22
Income on investment abroad 37 43 46
Miscellancous services, net .. —23 —23 w26
Government  grants  and
changes in capital asscts, net —~28 —30 —36

Changes in government non-
Houid Habilities® ... .. .. G1 0o 04

Private direct and long-term

portfolic investment, net .. —20 —25 w31
Balance on  current and
long-term capital account —0 4 —06 -1.6
Recorded private shoré-term
investments, net . —13 —0 6 (.6
Unrecorded transactions, net —06 -1.0 —{} 5
ToTAL BALANCE® —24 —22 —27

Source: United States Department of Commerce, Swrvey
of Current Business, March 1963 and March 1964

® Excluding military aid and exports in connexion with
such aid.

* Sale of nor-marketable government obligations, foreign
commitments for military purposes and net transfer of non-
marketable securities to international organizations as part
of United States capital subscriptions pending their need
for cash funds.

“Financed by reduction in gold and convertible cur-
rencies and increased liguid Habilities.

All other major items on long-term capital account
contributed to the over-all deficit. However, o sub-
stantial part of the deterioration in these items was
of a transitory nature, representing a fall in advance
repayments of debts by foreign countries and in ad-
vances on military exporis.

The favourable development of the halance of pay-
ments in the course of 1963 reflected, in part, the
operation of specific measures adopted by the United
States Government and foreign auathorities. Some of
the policies instituted by the United States earlier
contributed to the improvement during 1963 ; these
policies included export promotion, export credit and
export insurance programmes, curtailment of gov-
ernment military and civilian spending abroad, the
elimination of tax inducements to investment in
other developed countries and the maintenance of an
interest rate structure designed to discourage outflows
of short-term capital without hampering domestic ex-
pansion. Following the worsening in the balance of
payments at the end of 1962 and further deteriora-
tion in the first hall of 1963, additional steps were
taken in July 1963 to deal with the problem. The
discount rate of the Federal Reserve System was

raised from 3 to 3.5 per c.em:. The m.aximm-n r'atés
pavable on time deposits with a mz%turlty of three to
twelve months was also increased, in order to enable
banlks to continue competing effectively for dom_estsc
and foreign funds. Sinﬂsltaueogsly, the Prcj.sul'?nt
proposed the enactment of an interest equalization
tax to be made effective as of the dﬂt_@ of the _.Pm;
posal. The tax would jmposc on foreign sellers o
new or outstanding foreigi} stocks or bonds (with
certain exceptions} the equivalent of one per'?entage
point of additional interest costs. The PlOPOSﬂL
though not immediately C_“ﬂ‘"—ted, served to Nfduﬂg
sales of foreign securities in the latter half of 1963.

An additional step taken in J'uly 1963 was the
arrangement of a stand-DY credit from the .Int-er«
national Monetary Tunct as part of the continuing
effort to reduce foreign purchases of go]cl, The (.lollar
holdings of the IMF wert approaching 7_5 per cent
of the United States quiota, é}eyqnd which dolfars
could not be accepted from COiIl?{t‘l(iS other jchan the
United States The first drawing of foreign cur-
rencies under the stand-by arrangement was made
in February 1964, To facilitate repayments to 'the
IMF of other members holding dollars, the United
States started selling to thfau_}, for doliars, the I3or_
rowed foreign currencies- This was the first Umt’ed
States drawing from the IMF; it had a ])1"(}:1(1 sig-
nificance as a visible inc]ication_that the United States
is prepared to make appropriate use of the Fund.

The Federal Reserve System continued to support
the balance of pavment$ through the network of
reciprocal currency ng,»-ecment,‘?—wt.i}c so-called swap
arrangements—that had Teen 1nsl';_tute{] among cen-
tral hanks in the previo11s ¥ear From the first use
of the swap lines in 1\/1;1?:(:11 1962 to thc.c?nd.of
February 1963, total dreawings by.ﬂ}e participating
central banks amownted to $1.6 billion and repay-
ments to $1.3 hillion, uring .1963 the pealk net
debtor position of the 1w ederal Reserve :Systcn'] un-
der these arrangements amounted to §03 billion.
The Federal Reserve also continued to operate in
foreign exchange markets in New York and abroad
on behalf of the United States Treasury.

Among EEC conutrics. th(zll"c were marked differ-
ences in ira(_ﬁ;}g results i1 1963 The I'Ja];mce .of trade
deteriorated seriously i 1taly and quite c:ons:dm"ably
in France ; Beleium ammd the Nathcr%m?{]s experi-
enced a moderate increzase in E“CT":hﬂ”ﬁ‘SQ dEﬁC‘_tS,
while the Federal Repul)ﬁc of Germany increased its

" In the longer run, the off €6t of such a tax on the ?t‘ulﬂ'qw
of Enited States funds weould appear 1o be ~!]c'5§1Lufmtl}n;
Because of the availability o £ {nmds and the ?“ m‘.s_ci e
New York financial market, foreign demand o Fﬂp"l{‘l‘ iy
not be markediy aflected by the tax Furihermore, the ‘13“;“
posed legistation weuld gra 31t exemphan aln new issies 1o
Canada, which has been ones  ©f the major borrowing tc?““'
tries. At the end of May 196-4 the proposal had not yet been

made into law.
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surplus from $1.0 to $1.6 billion. Much of the rise
in the French and Italian deficits grew out of trade
with other member countries of the EEC, particular-
ly the Federal Republic of Germany. In 1963 France
and Ttaly took 20 per cent of the exports of the Fed-
eral Republic, but as much as 44 per cent of the
considerahle increase in exports between 1962 and
1963. In the first half of the year—that is, before
the stabilization measures in France and Italy were
introduced—the share of these two countries in the
increase in German exports was as high as 57 per
cent,10

Changes in the balance on services account were
generally small, The balance of capital transactions
improved, however, and it was this that was mainly
responsible for a further increase in external reserves
in Belgium, France and the Netherlands. Qnly in
Ttaly did external liquidity decline: in the course
of 1963 there was a sharp deterioration not ouly in
official reserves but also in the foreign exchange
position of commercial banks,

To counteract the weakening of the lira, the Italian
Government. in March 1964, obtained credits from
the United States and a number of Furopean banks
to an amount of §1.0 billion and made a drawing of
$225 million from the IMF. More than half of the
billion-dollar credit was in the form of swap arrange-
ments effected—through the machinery referred to
above-—between the Bank of Italy on the one hand

Current situation

The outlook for 1964 is a generally favourable
one in the industrial countries: almost without ex-
ception growth is expected to be at least as rapid
as in 1963, though some of the imbalances that
eraerged or were accentuated in 1963 may constitute
impediments, making it necessary in some cases to
restrain the expansion in domestic demand.

In Cuanada, expectations are for sustained growth
in 1964. Forces contributing to a continued advance
in final demand are rising personal incomes, an esH-
mated 8 per cent increase in capital spending {pri-
vate and public) and strong export demand both in
the United States and in major overseas markets,

In the United States, production and demand are
expected to grow in 1964 at an accelerating rate.
Gross national product is estimated to rise about §
per cent above the 1963 level, compared to an in-
crease of 3.8 per cent in 1963. Demand for motor-

* Federal Republic of Germany, Deutsche Bundeshank,
Monthly Report (Frankfurt), Jannary 1964, page 32.

* Based in part on replies of Governments to the United
Nations questionnaire of November 1963 on economic trends,
problems and policies,

and the United States Treasury and European cen-
tral banks on the other.

Faced with the opposite problem in the Federal
Republic of Germany, the Deutsche Bundesbank, in
March 1964—with a view to preventing the infiux
of foreign money and reducing the bank's short-
term foreign liabilities—fixed minimum reserves to
be maintained against liabilities to non-residents and
introduced limitations on interest payments on nori-
resident credit balances, with certain exceptions,

In EFTA countries, changes in trade balances and
in official exchange reserves were small, both indi-
vidually and for the group as a whole. Except in
Sweden and the United Kingdom, liquidity increased
in the course of 1963. The gain was most notable
in Denmark where the trade deficit declined in re-
sponse to the Government's disinflationary policies.
During the first quarter of 1963, following the brealc-
down of negotiations regarding the United King-
dom’s entry into the EEC and the limitation of the
exchange guarantee under the Huropean Monetary
Agreement, there were heavy withdrawals fron
sterling. In this period United Kingdom reserves
were supported by advances from overseas central
banks totalling $250 million. These advances wee
repaid in the second quarter, and official reserves
were only slightly smaller (zbout $160 million or 5
per cent) at the end of the year than at the begh-—

Joing,

and outlook™

cars and housing should continue at high levels in
1964, but they cannot be expected to provide fres
impetus to expansion. At the end of 1963, a sub
stantial thrust in fixed investment by business wa
also considered unlikely. Developments in the ear}
months of 1964, however, have brought about up
ward revisions in forecasts concerning corporat
capital outlays during the year as a whole: accord
ing to a private survey,)® companies raised the
estimates of the 1963-1964 increase in capital spend
ing from 4 per cent in October 1963 to 12 per cen
in April 1964. The increase in projected spending
reflects in part the fact that the gap between actus
and preferred operating rates had narrowed in 1963;
manufacturers were operating at about 85 per cen
of capacity at the end of the year compared to §
per cent at the end of the two preceding years, I»
the first quarter of 1964 investment was appreciably
above the corresponding figure in 1963, and furthe
increases in investment are expected in subsequen

Y “Business’ Plans for New Plants and Equipment, 1961
1967, 17th dnnusl MoGrow-Hill Survey {New Yark),
April 1964,
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quarters, although at lower rates than in the first
quarter.

A major source of optimism in the private sector
has been the reduction of tax labilities provided
for in the Revenue Act of 1964. Personal and cor-
porate income taxes are estimated to fall by $7.5
billion in 1964 and by $11.5 billion in subsequent
years, based on 1963 income levels. Including the
$2.5 hillion reduction in business tax liabilities intro-
duced in 1962, the total annual reduction in federal
income taxes amounts to over $14 billion for a full
year18

State and local government purchases of goods
and services are likely to rise at about the same rate
as in 1963. Federal expenditures, on the other hand,
are scheduled to increase less than in recent yeats,
The low inventory/sales ratios in the manufacturing
sector at the end of 1963 make threats to the expan-
sion from downward adjustments of business inven-
tories unlikely. On the contrary, a higher rate of
inventory accumulation in 1964 may make a small
contribution to the growth of gross national product.
In the first quarter of 1964, however, both federal
expenditures and inventory investment rose less than
forecast earlier.

Favourable developments in the United States
economy as a whole, and in the industrial sector in
particular, are expected to show in a lower rate of
unemployment in 1964. The balance of payments
may benefit from a further increase in the relative
competitiveness of United States producers resulting
from higher production at a maintained level of
prices. Furthermore, the measures undertaken by
the Administration in July 1963 in order to limit
the deficit are almost certain to exert an equilibrat-
ing influence in 1964,

All western European countries expect continued
expansion in production, employment and incomes
during 1964. Among the EEC countries, the Federal
Republic of Germany and the Netherlands foresee
an acceleration in the rate of growth, while in
Belgium, France and Italy, the rise in gross na-
tional product is predicted to be of the same order
as in 1963. The expectations for continued expan-
sion are based in large measure on prospects of a
further increase in exports. All EEC countries es-
timate that the rise in total exports—that is, includ-
ing intra-EEC trade—will be substantially higher
than the rise in gross national product. This is un-
likely to be reflected in the balance of trade, how-
ever, for imports will probably go up considerably
more than exports in Italy and the Netherlands and
approximately as much as exports in the other EEC
countries.

" United States Department of Commerce, Survey of
Current Business, March 1964,

Gross domestic fixed investment is generally ex-
pected to increase somewhat faster than total pro-
duction, but only in the Federal Republic of Ger-
many and the Netherlands is it expected to increase
significantly faster than in the preceding year, Per-
sonal consumption is likely to rise in line with the
expansion in the gross product in Belgium, France
and the Federal Republic of Germany, and in Italy
and the Netherlands, more rapidly than the gross
product even if not faster than in 1963, As a part
of their anti-inflationary policy, public authorities
plan to keep the rise in their current expenditure
within narrow limits,

The labour market will probably continue to be
strained in 1964 in all EEC countries, partly because
of an impending decline in the rate of natural in-
crease in the economically active population. In these
circumstances the recruitment of foreign labour is
likely to be at least sustained and the proportion of
foreign workers no less than in recent years. The
price trend is expected to continue upwards despite
the slowdown in the rate of increase of prices in
France and—to 4 less extent—in Htaly. In the Neth-
erlands, indeed, the large increases in wages arrang-
ed in the autumn of 1963 are likely to occasion some
acceleration in the rise of prices in the course of

1964,

In other western European couniries and Japan,
economic growth during 1964 is expected to con-
tinue at about the rate achieved in the closing months
of 1963. This would mean a significant rise in the
year-to-year rate of increase in Denmark, Sweden
and the United Kingdom. In the United Kingdom,
gross domestic fixed investment, which increased
little between 1962 and 1963, is expected to rise
more than 10 per cent between 1963 and 1964. In
that country, as well as in Japan, the main threat
to sustained expansion is the tendency for the trade
balance to deteriorate faster than foreign exchange
reserves will permit. Thus, for these two countries,
economic prospects in 1964 are heavily dependent
on the course of external demand. This is also the
case in Finland, where no internal source of demand
seems likely to bhe strong enough to counteract a
possible shortfall in the expected volume of exports.

As in the EEC countries, the labour market will
probably remain tight in all these countries. The
combination of low rates of unemployment and a
favourable trend in production is likely to ensure
that the upward pressure on wages and salaries will
continue unabated. The expected rise in incomes,
together with a level of primary product prices ap-
preciably higher than that prevailing in the past two
years, is generally expected to result in a further—
though probably moderate—advance in the over-all
price level.



Chapter 2

RECENT TRENDS IN PRIMARY EXPORTING COUNTRIES

Tor most primary exporting countries the dy-
naniic element in the economic situation in 1963
operated through the export sector. The increase in
demand on the world market for many primary
commodities {described in the annex to this Survey)
was reflected in a rise in both the volume and the
unit value of the produce shipped from the primary
exporting couniries. As the resultant increase in
export earnings was not transiated forthwith into
higher import expenditure, the immediate result was
an appreciable and [airly widespread gain in liquidity.

On the domestic frount, production expanded rather
more between 1962 and 1963 than it had in the
previous year when it had been influenced by rela-
tively poor agricultural returns in a number of coun-
iries. In many cases increased activity in the export
sector acted as a stimulant on other industries. As
foreign exchange was generally less of a limiting

factor than it had been in the three preceding years,
bottle-necks occasioned by import control were fewer
and less inhibiting to local manufacturing and invest-
ment. As a result, some of the primary exporting
countries—especially the more developed among
them—experienced an upsurge that contrasted sharp-
ly with the restraint that had characterized the pre-
vious two years, To those developing countries in
which monetary demand has been greatly out of
balance with available resources in recent years, on
the other hand, 1963 brought little relief: in several
of them the wage/price spiral exerted a depressing
effect on productivity and output, and foreign ex-
change earnings did not rise sufficiently to provide
a significant increment to total supplies. Hence, while
the year was one of widespread improvement in the
state of external equilibrium, the basic internal prob-
lems of accelerating the pace of economic develop-
ment were not noticeably lessened.

Changes in external balance

In 1963, for the third successive year, the mer-
chandise balance of the primary exporting countries
registered a significant improvement. In 1960 export
earnings fell almost $5 billion short of import ex-
penditure {measured cif.); by 1963 the deficit bad
dropped to about $3.5 hillion and exports paid for
about 92 per cent of imports, compared with 87 per
cent in 1960,

Between 1960 and 1963 exports grew twice as
fast as imports. The expansion in exports was based
largely on a steady increase in volume: in 1961 and
1962 this was moderated by declining prices, in 1963
it was accentuated by rising prices. Imports also
increased steadily in volume, though at a significantly
lower rate, and they were affected by price changes
similar to those affecting exports, though also to a
much smaller degree

In 1961 the improvement in merchandise account
was offset to a considerable extent by a decline in
net receipts of capital and non-trade earnings In
1962 the full amount of the merchandise improve-
ment was reflected in the international liquidity of
the primary exporting countries as a group. In 1963
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the external reserves of the primary exporting coun-
tries—including their International Monetary Fund
{IMF) gold tranche positions as well as gold and
convertible currencies—rose about twice as much as
the trade deficit was reduced, reflecting gains on
capital account and in net “invisible” transactions.

Though these aggregate changes conceal many
divergences in the external accounts of individual
countries—most notably the rather wide swings that
occurred in some of the major trading countries—
1963 was a year in which developments were more
than usually homogeneous, The rise in the prices
of primary commodities was widespread and the
result was a very general increase in export earn-
ings: the proportion of countries experiencing a
reduction was only about a half of that of 1962 and
a third of that of 1961, The gain in liquidity was
similarly widespread, the proportion reporting a
reduction in total reserves showing virtvally the
same decline over the three years. In 1963 only an
gighth of the primary exporting countries failed to
increase their export earnings and only a fifth failed
to improve their liquidity.
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EXPORT EARNINGS

The volume of goods shipped from the primary
exporting countries registered an increase of about
6 per cent between 1962 and 1963. Instead of heing
offset in part by a decline i price, as a similar ex-
pansion was in 1962, this increase was enhanced by
a price rise in 1963. In the aggregate, export earn-
ings advanced by almost 9 per cent.

The expansion in export volume between 1962
and 1963 was fairly widespread: increases of 7 per
cent or more were registered in Africa, West Asia
and southern and south-eastern Asia, while Quter
Europe {Greece, Ireland, Portugal and Spain) and
Oceania exported about 5 per cent more than in
1962, The lagging region in 1963 was Latin Amer-
ica, where the expansion was less than 2 per cent
{see table 2-1).

Over the first three vears of the Development De-
cade, the developing countries have increased the
volume of their exports by an average just over 5
per cent per year. This rate was exceeded in West
Asia (8 per cent) and in Africa (6 per cent). In
Latin America, however, the rate of growth fell
slightly short of 4 per cent a year. Among the other
primary expoiting regions, Oceania and southern
and south-eastern Asia registered the average rate
of increase of rather over 5 per cent a year, hut in
Outer Furope, the upsurge in exports that was set
off hy the devaluation of the peseta by Spain in
1959 was followed hy a slackening off, and the aver-
age rate of growth for the period 1960-1963 was
only about 3 per cent a vear.

While in the first two years of the Decade the

Table 2-1. Primary Exporling

expansion in export volume was offset in part by
reductions in price, in 1963 it was enhanced by
price increases. As indicated in the Introduction to
this Survey, these increases were widespread, so that
in no region was the average unit value of exports
lower in 1963 than in 1962 (see table 2-2).

The gains from price increases were least in Asia,
The posted price of crude petroleum in the Persian
Gull remained anchanged and this exercised a strong
stabilizing influence in West Asia, while in southern
and south-eastern Asia, advances in the prices of
sugar, tobacco, tin and palm products were largely
neutralized by declines in the prices of rubber, jute
and tea. The unit value of exports from Africa and
Latin America was about 3 per cent above the 1962
fevel and this helped to raise the average for the
developing countries as a group to about 2 per cent.
Largely as a result of the upswing in the prices of
temperate farm products (including wool and olive
oil), the gains in the other primary exporting re-
glons were appreciably greater. In Oceania there
was an advance of almost 10 per cent, raising the
unit value of exports to the highest level since 1957,

The combined cffect of these volume and price
increases was a general and vigorous advance in
export earnings {see table 2-3). Tt was least in the
westernt hemisphere where lags in Colombia, the
Dominican Republic, Haiti and the Netherlands
Antilles held back the expansion to about 4 per
cent.?® It was greatest in Oceania where larger vol-

* Absence of official data has made it necessary to base the

figures for a number of countries—including Alperia, Cuba,
Tran and some of the petroleum exporters of the Persian
Gulf-—partly on estimates derived from the {rade returns of
partner countries

Regions: Indices of Export and Import Quantuns,

1960-1963
(1960 = 1003
Eaport quontun Import quantum
Region

196 162 Jiaia q4al 1052 10438
Primary exporting countries 100 112 119 104 107 111
Latin America® . 102 il 113 105 100 105
Africa® .. 107 112 122 08 G4 101
Outcr Europz! 107 106 111 123 141 165
West Asia® . e 107 119 128 107 10 116
Southern and  south-castern  Asia®. .. 105 119 119 104 100 110
Oceania® o ‘ 113 113 119 91 93 102
Developing countries® ... 105 112 119 104 106 107
Sovrce: Based on data from the Statistical Neutral Zone, Qatar, Saudi Arabia, Syria,

Office of the United Nations Secretariat

® Preliminary ; based, in some countries, on
fess than twelve months' returns

» Twenty republics.

* Continent and associated islands

¥ Greece, Freland, Portugal, Spain

® Aden, Bal11:ain, Cyprus, Iran, Iraq, Isract,
Jordan, Kuwait, Lebanon, Muscat and Oman,

Turkey, Yemen.

* Burma, Cambodia, Ceylon, China ( Taiwan),
Federation of Malaya, Hong Kong, India,
Indonesia, Laos, Pakistan, Philippines, Republic
of Korea, Republic of Viet-Nam, Thailand

* Australia, New Zealand.

*Latin America, Africa (other than South
Africa), West Asia (other than Turkey) and
southern and south-eastern Asia.
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Table 2-2. Changes in Unit Values of Exports and Imports, 1960-1963
(1960 = 100)
Unit walue of expaorts Unit wvalue of imporis Terms of trade

Regions or country group E

1961 1962 19638 1961 1962 19630 1961 1842 18630
Primary exporting countties .. 96 95 98 99 99 160 97 96 98
Latin America ......cvvvvenn 03 96 99 100 59 99 o8 97 101
Africa ....... e rieeann Ve 96 95 o8 100 101 103 86 94 95
Outer Europe ....vvvvvvenanen 98 102 104 100 90 100 98 162 104
West Asia ....... R, e 88 98 98 98 160 102 100 o8 96
Southern and south-eastern Asia 94 91 a2 08 97 o3 96 04 94
Oceania ...covvvvanvivause heen 99 161 110 103 i 103 96 100 107
Developing countries ........ 97 95 97 99 93 %9 98 9% 98

Sounce: Based on data from the Statistical Office of the
United Nations Secretariat,
® As defined in table 2-1.

umes and higher prices for sugar, wool, lead, zinc
and butter combined to raise earnings by over a
sixth. There was also a major expansion in the ex-
port earnings of southern and south-eastern Asia
where the principal contribution came from higher
sugar and copra prices and a larger volume of manu-
factured goods. Only slightly less was the rise in
African export proceeds: under the influence of
higher prices for sisal; cocoa, olive oil, palm lkernels
and maize and a tremendous increase in shipments
of petroleum from Libya, they were between 9
and 10 per cent higher in 1963 than in 1962. The
rise in the value of exports from West Asia (about
5 per cent) and Quter Europe (about 8 per cent)
was based largely on the further growth in petro-
leum volumes, a recovery in trade in Ireland and
increases in tobacco from Greece, citrus and diamonds
from Israel and cork, wine and manufactures from
Portugal.

The wide spread of the recent upswing in exports
is iilustrated by the rapid decline in the proportion
of primary exporting countries experiencing a re-
ductionn in earnings relative to the preceding year:
this was over 40 per cent in 1961, but down to 21
per cent in 1962 and only 15 per cent in 1963. The
proportion of total proceeds accounted for by the
countries registering a reduction declined even faster
~from 40 per cent to 17 per cent and then in 1963
to only 11 per cent (see table 2-4). Conversely, the
proportion of primary exporting countries recording
an expansion in earnings of over 10 per cent from
one vear to the next more or less doubled between
1961 and 1963, as did the proportion earning over
20 per cent more (from a teath in 1961 to a Rfth
in 1963) and the proportion earning over 30 per
cent more (from 6 per cent to 13 per ceut}.

IMPORT EXPENDITURE

Among the developing counfries the impact of the
improvement in export earnings in 1963 was limited
very largely to their liquidity. Though there was a

¥ Preliminary; based, in some countries, on less than
twelve months’ data,

distinct tendency for imports to expand in the course
of the year—most of the increase over 1962 rates oc-
curred in the second half of the year—ifor 1963 as a
whole the volume of imports was only about one per
cent above the 1962 level and the value less than 2 per
cent higher. This represents a lower rate of growth
than in the previous interval,

The main element in the lag was Latin America
whose imports were about 4 per cent less in volume
in 1963 than in 1962 (see table 2-1)}. There was
only a small increase {less than 2 per cent) in the
volume of imports into southern and south-castern
Asia, but purchases by West Asia and Africa reg-
istered a greater increase and, in the aggregate, im-
ports into the developing countries of Africa and
Asia were up rather less than 4 per cent in volume
and rather more than 4 per cent in value, import
prices having risen slightly in 1963 (see table 2-2).

In contrast to this slow growth in imports among
the developing countries, there was a considerable
upstirge in imports into the more advanced of the
primary exporting countries. The two countries of
QOceania imported about 10 per cent more in 1963
than in 1962, the four outer European countries in-
creased their purchases by ahout 2 sixth and imports
into South Africa were up by over a fifth Among
them, these seven countries accounted for over two-
thirds of the $2 billion by which the imports of the
primary exporting countries increased between 1962
and 1963,

In the case of South Africa and Qceania these
large increases did no more than make up for lack
of growth in the two previous years; only in Outer
Furope did the increase represent the continuation
of a vigorous upward trend, which carried their
import expenditure in 1963 to almost two-thirds
above the 1960 level (sce table 2-3). Among the
other primary exporting regions, the Development
Decade has not so far been marked by any accelera-
tion in the growth of imports. In the case of Latin

3
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America, Africa and Oceania, indeed, the real per
capita level of imports was lower in 1963 than in
1960, while in southern and south-eastern Asia it
had only just been maintained. In general, this re-
flects the restraints laid on imports at the time of
the widespread balance of payments crises of 1958-
1959,

Notwithstanding the slow growth in imports dur-
ing this period, the proportion of primary exporting
countries actually registering a cut-back, compared
with the preceding year, has declined steadily: it
was about 35 per cent in 1961, 29 per cent in 1962
and only 21 per cent in 1963. There has been a
corresponding rise in the proportion of countries
registering a year-to-year increase of more than 10
per cent in imports—{rom about a fourth in 1961
to about a third in 1963 (see table 2-4).

TERMS OF TRADE

With export prices up almost 3 per cent and im-
port prices only fractionally higher, the terms of
trade of the primary exporting countries improved
by rather more than 2 per cent between 1962 and
1963 (see table 2-2). With their export prices up
slightly less and their import prices slightly more,
the developing countries recorded an improvement
of rather less than 2 per cent in their terms of trade.

The gain was greatest in the case of Occania
where the improvement that commenced in 1962 con-
tinued, offsetting about half of the deterioration that
had occurred since 1957, There was also a sharp im-
provement (almost 4 per cent) in Latin America,
though this left the terms of trade still about 2 per
cent less favourable than in 1938, Smaller gains
were recorded in Outer Europe and in Africa and
southern and south-eastern Asia. West Asia was the

only region to experience a further deterioration in
terms of trade: here the unit cost of imports rose
most and there was no offsefting rise in the average
price received for exports,

The effect of changes in primary commodity prices
was most in evidence in the case of the sugar ex-
porters, particularly those-~such as China (Taiwan)
—that sold the bulk of their exports on the free
market, The only other group to register a com-
parable improvement in the terms of trade was that
of sisal-exporting countries—most notably those of
East Africa where export unit values were sharply
higher,

In Argentina, Australia and New Zealand average
export unit values were about an eighth above the
1962 level, and there were smaller rises in other
countries selling temperate farm produce, notably
Uruguay and, to a slightly less extent, South Africa.
Greece and Turkey experienced a sharp improve-
ment in their terms of trade as a result of a recovery
in tobacco prices and this factor also helped to raise
export prices in the Federation of Rhodesia and
Nyasaland in the face of stable copper prices.

Slightly higher prices for extra-lang-staple cotton
were largely responsible for an improvement in the
terms of trade of Syria and the United Arab Re-
public. They also contributed to an improvement in
Peru, but here the major role was played by other
exports, particularly sugar, lead and zine. Shorter-
staple cotton was generally lower in price in 1963
and this decline, together with that of jute, caused
an appreciable deterioration in the terms of trade of
Palistan,

There was little change in the combined terms of
trade of the coffee exporting countries: arabica
coffees were generally lower in price, robusia coffees

Table 2-3. Primamy Exporting Regions: Indices of Value of Exports and Imports, 1960-1963

Lxpprts, fob. Tmports, cif

Regionn or country proup Value, 1960 Index of value Value, 1960 Inidex of value

(biltiony (I960==100) {tllions {1%60=100)
af dollars) of dellors}

196t 1962 19630 1961 1962 194630
Primary exporting countries 335 102 107 115 379 103 196 110
Latin America ... .oouu.v.. . 80 101 107 112 82 103 107 103
West Indies® ... ..... ... .. .. 13 109 109 113 18 107 115 111
Outer Europe ... .......... 17 103 107 116 26 123 139 164
Africa .o oo i 65 103 106 116 80 99 96 103
West Asia ...... ... ... ..., 48 104 17 123 38 106 109 11¢
Sottthern and south-eastern Asia 78 98 a9 108 100 101 105 100
Oceania . ..o innnivne o 28 111 112 131 35 94 95 105
Developing countries ......... 274 101 106 114 3o 163 105 106

Sounck: Based on Statistical Office of the United Na-
tions, Monthly Bulletin of Statistics and International
Monetary Fund, Jnfernational Financial Stalistics, (Wash-
ington, D.C.).

* As defmed in table 2-1.

" Preliminary; based, for some countries, on Iess than
twelve months' data.

¢ Barbados, British Guiana, British Honduras, Guade-
loupe, Jamaica, Martinique, Netherlands Antilles, Surinam,
Trinidad and Tobago
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Table 2-4. Primary Exporting Countries:* Disiribution of Changes in Exports and Iwmports, 1961-1963
Exports Tmports
Tndex
{preceding Export receipts Tmparf expenditure
year==144) Number of conntrics (billions of dollars, f.0.0.} Number of countries {billions of doliars, ¢.LF.)
1961 1962 19430 1961 1962 rg63m 1961 1942 19630 1961 1242 194630
Less than 90 G 10 9 4 35 27 it 10 7 7 49 37 34
Less than 95 . ... . ... 19 9 7 62 28 21 14 13 11 70 65 47
Less than 100 ... ... ... 34 18 13 130 58 42 27 22 16 159 08 48
100 or more ........... 30 66 71 192 280 326 48 56 Gl 192 263 290
More than 105 ....... .. 33 41 55 128 153 224 33 38 44 135 14.0 232
More than 110 ... ..... 21 27 4] 77 93 174 19 22 26 91 7.7 141
More than 120 ... ..... 8 10 17 17 23 35 7 9 9 38 36 6.3
More than 130 ... ... 5 [ 11 03 05 22 4 5 1 26 25 66
Torar 84 84 84 322 338 368 77 77 77 351 360 378
Sounce: Burezn of General Economic Research and Guadeloupe, Iraq, Mozambique, Morocco, Brazil, Algeria

Policies of the United Nations Secretariat, based on Inter-
national Monetary Fund, fnternational Financial Statisiics.

* Listed in ascending order of export index for 1963
(1962 =100}, the couniries included are: Brunei, Sarawal
{exports only), Madagascar, Iran, Senegal, Haiti, Ghana,
Netherlands Antilles, Ceylon, Colombia, Turkey, Sudan,
Spain, laos (exports oanly}, Indonesia, Burma, Pery,
Venezuela, Honduras, Dominican Republic, Sabah {(exports
only), Chile, Singapore, Thailand, Federation of Malaya,
Bolivia, Adzn, South Africa, Mexico, Pakistan, Kuwait
(exports anly), Fordan, Martinigue, Federation of Rho-
desia and Nyasaland, Cyprus, Nigeria, Saudi Arabia
(exports only), Uroguay, Tunisia, Trinidad, Costa Rica,

substantially higher. In Colombia there was a slight
worsening, but in a number of other arabice pro-
ducers higher cocoa prices raised average export
unit values somewhat above the 1962 level, while in
some of the rebusta producers of Africa—Angola,
the Ivory Coast, Uganda, for example—there was
a distinct improvement in the terms of trade,

The rubber preducing countries were for the most
part saved from any deterioration in their terms of
trade by a rise in the prices of other exports, notably
palm products and, to a less extent, tin. The com-
bined terms of trade of the rice exporters were also
relatively stable: export unit values were down in
Thailand but up in Burma. There was a similar dif-
ference in the case of tea: unit values were up in
Indiz and down in Ceylon. In the former the effect
was offset by lower jute prices, in the latter by
higher copra prices, so that the terms of trade show-
ed no great change The petrolewm producers also
enjoyed stable export unit values: the discounts that
were still being widely offered were borne by the
companies and did not affect the level of posted
prices.

THE BALANCE OF PAYMENTS

With export earnings significantly higher in al-
most all the primary exporting countries and import
expenditure registering only a moderate increase,
the combined balance of trade of these countries

{exports only), Surinam, Ethiopia, Argentma Jammca, An-
gola, Panama, Portugal, Ireland, Syria, El Salvador, Kenya,
Hong Kong, New Zealand, Iuéla, Réunion, Camuocm,
Greece, Ecuador, Ivory Coast, Australia, Paragoay, Nicara-
gua, Tanganyika, Israel, Equatorial Alrica (comprising the
Customs Union of the Central African Republic, Chad,
the Congo (Brazeaville) and Gabon), United Arab Re-
publie, Philippines, Mauritius, Ugandsa, Sierra Leone, Gua-
temala, Republic of Viet-Nam, China (Taiwan), Camhoéla
Barbados, Republic of Xorea, Libya.

b Preliminary; estimated, for some countries, on the basis
of less than twelve months' trade.

showed a dramatic improvement, After exceeding
$4.6 billion in each of the first three years of the
Development Decade, the merchandise deficit (ex-
ports, fo.b. minus imports, cif) dropped sharply
to about $3.5 billion in 1963. The improvement was
common to all the primary exporting regions with
the exception of Outer Furope where the trade
deficit recorded a further substantial increase. In
the primary exporting regious other than QOuter
Euope, the deficit~-which had totalled about $4 bil-
Hon in 1960—dropped in successive yezrs by $0.3,
$0.8 and $1.7 billion to less than §1.3 billien in 1963,

The developing countries, which had run a com-
bined trade deficit of over $2 billion a year in the
period 1960-1962, were nearer to balance in 1963
than in any year since 1954 when beverage crop
prices were at record levels. In 1963, price mains were
more diffused and for the frst time for many years
the surplus achieved by the mineral and plantation
cconomies went most of the way to offsetting the
deficit registered in the rest of Latin America, Africa
and southern and south-eastern Asia. In each of
these regions the combined passive balance was the

smallest so far achieved in the nineteen sixties {see
table 2-3).

Countries in surplus on merchandise account in-
cluded not only the petroleum exporters but also Ar-
gentina, the Dominican Republic and Ecuador and
some of the smaller countries in Latin America, as
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well as the principal robusta coffee, tobacco, sugar
and sisal exporters of Africa and a number of coun-
tries in southern and south-eastern Asia, notably
Ceyion and Indonesia (in which the balance became
more active) and Burma and the Federation of
Malaya (in which the balance became less active).

Nevertheless, a majority of the developing coun-
tries—about two-thirds of the total—continued in
deficit in 1963, And, notwithstanding the improve-
ment in combined balances at the regional level, in
nearly 60 per cent of the countries with trading
deficits balances became more passive in 1963, In
almost all these cases the deterioration reflects a rise
in imports, though in Ghana, Madagascar and Turkey
export receipts were also down. Where deficits were
reduced between 1962 and 1963, it was the result
of a rise in export earnings. The only exception was
Colombia where the improvement in trade balance
was brought ahout by cutting imports in the face of
relatively poor export returns. Cuts in imports also
contributed to reducing the trade deficit in Brazil,
India, Syria and Uruguay.

Among the other (more developed) primary ex-
porting countries, imports increased to a greater
extent than exports and there was a general worsen-
ing of the merchandise balance—a significant increase
in the deficit in South Africa and the countries of
Quter Europe { Greece, Ireland, Portugal and Spain)
and virtual disappearance of the surplus in New
Zealand. Only in Australia was the increase in ex-
port proceeds more than enough to cover a sizeable
increase in imports—bringing the merchandise ac-
count into surplus, for the first time since 1954.

Receipts from services generally followed trade
receipts upwards in 1963, though in only a few of
the primary exporting countries were they of sig-
nificant absolute magnitude. The most dramatic in-
crease was again in Spain, where earnings from
tourism went up a further 30 per cent and private
inward transfers—chiefly from migrant labour—a
further 25 per cent, reaching a combined total of
over $800 million, a fourfold expansion in four
years, Greece also enjoyed a further large—one-
third~-increase in earnings from travel and other
services (chiefly shipping), bringing the combined
total to over double the 1960 figure of $105 million.
Private inward transfers, however, receded from
the record amount of $153 million received in 1962,
In Ireland, invisible receipts continued at the high
1962 rate, covering about 60 per cent of the mer-
chandise deficit. Earnings from the Suez Canal in
1963 were about 30 per cent above the high 1962
ievel and over 40 per cent of the United Arab Re-
public’s merchandise trade deficit was thereby met.
In Mexico, on the other hand, tourist receipts, which
had been rising steadily since 1958, dropped back

sharply in the second half of 1963, thaugh for the
year as a whole—at a net $351 million—they were
well above the 1962 level and again exceeded the
passive trade balance by a substantial margin.

Another contribution to the liguidity of the pri-
mary exporting regions was a further increase-—of
about 6 per cent—in the amount of new gold pro-
duced. This reached $1.1 bilHon in 1963. The ex-
pansion was overwhelmingly in South Africa: gains
in Ghana and Southern Rhodesia—from mines re-
cently granted fiscal privileges—and, on a smaller
scale, in Mexico were more than offset by reductions
in Australia, Colombia, India, Nicaragua and the
Philippines.

On the other side of the account was an almost
universal increase in the net outflow of investment
income. In part this reflects the general rise in the
degree of indebtedness of the primary exporting
countries, the counterpart to the continuing inflow
of loan capital. In some countries, however, it also
reflects the upswing in income accruing to export
industries in 1962/63. Though some of the com-
modities for which the production facilities are to
a significant extent foreign-owned did not share fully
in the world market recovery in 1963~-rubber and
copper, for example—the rise in earnings was suffi-
ciently widespread to have a perceptible effect on
profits, Investment income flowing back to the United
States from the primary exporting countries, for
example, rose to $340 million on government ac-
count (up $105 million on 1962) and to $2.34 billion
on private account (up $131 miilion on 1962},

MOVEMENTS OF CAPITAL

The more buoyant conditions in export industries
and the widespread improvement in liquidity in the
primary exporting countries, on the other hand,
seem to have encouraged a somewhat greater inflow
of capital. Perhaps most significant was a virtual
doubiing of the amount of private direct investment
from the United States, so that though other forms
of private lending were reduced, the net movement
of private capital from the United States to the
primary exporting countries (outside of Europe)
was up by $164 million over 1962 to almost $800
million. Net government lending (including changes
in holdings of foreign currency) was up by a slightly
smaller amount to a total of almost $1.7 billion. At
about $530 million, the net flow of United States
capital—both government and private—to Latin
America in 1963 was almost $200 million less than
in 1962: the increase was directed to other primary
exporting regions——Cceania, Africa, West Asia and
southern and south-eastern Asia, The net flow to
these regions reached almost $2 billion in 1963,
$500 million above the 1962 figure. The main in-
crease in donations and other unilateral transfers,
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on the other hand, was to Latin America: this flow
reached a net figure of well over $2 billion in 1963,
three-fourths of the increase of $143 million going
to Latin America.

The net flow of capital to the developing countries
from other industrial countries was probably slightly
higher in 1963 than in 1962: a sizeable increase in
the outflow from the Federal Republic of Germany
and a smaller increase from the United Kingdom
offset a sharp decline in the outflow from Irance
and a smaller decline from Japan,

The principal increase in the outflow of funds
from the Federal Republic of Germany was in the
form of unilateral public transfers—up by the equiv-
alent of about $40 million, or 15 per cent, chiefly
to countries in Asia. Public lending was also higher:
net of repayments it was up by about $16 million
(or 10 per cent). The increase was largely in loans
to Asian countries, which accounted for about half
of net disbursements in 1963. New commitments
rose sharply, especially to the Asian region, and the
unutilized balance at the end of 1963—at the equiv-
alent of about $650 million--was about double the
end-1962 figure. On a net basis, private lending was
also larger in 1963: the amount of direct investment
was substantially lower in Latin America and Africa
but it was not offset, as it had been in 1962, by large
repayments.®

Aid extended by the United Kingdom to the de-
veloping countries was about 5 per cent-—the
equivalent of rather less than $10 million—higher
in 1963 than in 1962. The rise was entirely in multi-
lateral payments: bilateral aid declined slightly, as
an increase in pubiic lending was more than offset
by a reduction in grants. The bull of the bilateral
aid continued to go to countries in Africa and Asia?

The outflow of funds from France to the de-
veloping countries was substantially smailer in 1963
than in 1962, both on private and public account.
Private investment dropped sharply to the equiv-
alent of about $300 million from an average of welil
over $400 million in the two preceding years. Most
of the reduction was in funds moving to North
Africa, but the completion of a number of major
projects elsewhere in Africa was also followed by
a decline in the movement of private capital. On a
smaller scale, export credits were also down. At the
equivalent of about $850 million, bilateral public aid
was 5 per cent less than in 1962 a decline in equip-
ment grants from the high 1962 level more than
offset a rise in loans and in the amounts given for

*Reply to the joint United Nations and International
Manetary Fund guestionnaire, “Special Report for Unijted
Nations on International Flow of Long-term Capital”.

2 United Kingdom, Central Statisticnl Office, Anwal Ab-
stract of Statistics, 1963 and Financial Statistics, May 1964
(London)

technical assistance, research, stabilization, budget
support and other purposes. These increases were
most notable in the case of loans and technical co-
operation agreements outside the franc zone. Ar-
rangements made with such countries as Ethiopia,
Greece, Tran, Mexico and Spain will be reflected in
the movement of funds in future years?

In Japan, 1963 saw a sharp decline in export
eredits accorded to developing countries. Reflecting
balance of payments stringency, credits for terms of
over five years dropped by the equivalent of $78
million to not much more than a third of the 196%
figure. This reduction more than outweighed an in-
erease in public lending and private investment, so
that the over-all flow of funds (including repara-
tions and grants amounting to $77 million in 1963)
was down to $265 miilion-—6 per cent below 1962
and 30 per cent below 19615

Though aid committed to the developing countries
by the centrally planned countries was substantially
less in 1962 than in the two previous years, there
are indications that deliveries were speeded up in
1963. The bulk of the aid has taken the form of
export credits—at & 2.5 to 3 per cent rate of interest
—related to specific investment projects. The differ-
ence between exports irom the developing eountries
to the centrally planned countries and the flow of
goods in the opposite direction rose to about $630
million in 1963-—up from about $390 million in 1962
and $390 million in 196l-—and part of this deficit
continues to be financed by such credits, particularly
in the case of Afghanistan, Cuba, India, Indonesia,
Syria and the United Arab Republic. Among the
countries accorded new credits in 1963 were Af-
ghanistan, Algeria, Cambodia, Tran, Nepal and the
United Arab Repubtlic.

The amount of capital and aid distributed through
multilateral means continues to be only a small frac-
tion of total bilateral movements. In 1963, however,
the flow of resources—of know-how and food as
well as of capital in the form of equipment or pur-
chasing power-through various international insti-
tutions registered a general and sizable increase. The
consortia of countries aiding India and Palistan con-
tinued to provide funds on an increasing scale. Well
over $1 billion was pledged to India for the third
vear of its third development plan and more of this
was made available for the purchase of raw materials
and components of capital goods. The amount pledged
to Pakistan for the fourth year of its second plan
totalied $425 million. And substantial additional

Lo Monde (Paris), 10-11 May 1964, “Evolution de Paide
francaise aux pays sous-developpés”, summarizing a report
af the French representative to the Development Assistance
Group of the Organisation for liconomic Co-operation and
Development.

& Nilton Keizaf Shimbun (Tokye), 23 May 1954
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sums were promised by a similar group for con-
tinuation of the Indus River basin project.

Disbursements by the International Bank for Re-
construction and Development amounted to $470
miilion in 1963, about $30 million more than in 1962.
As repayments were greater, however, the expansion
on a net basis was rather less—from $263 million
to $280 millien. The increase was very largely to
Latin America: there were sizeable net loans to
Mexico ($73 million}, Argentina ($56 miilion) and
Colombia ($34 million) and smaller disbursements
to a number of other countries, as a result of which
Banlk lending reached a net total of $202 million, more
than double the 1962 figure. On a smaller scale, net
disbursements to West Asia (chiefly Israel), the West
Indies (chiefly Trinidad) and Oceania were also
above the 1962 level, but with India, Rhodesia and
Nyasaland and South Africa making substantial re-
payments, net lending to southern and south-eastern
Asia and Africa was sharply reduced: the largest
elements were to Mauritania ($19 million net) and
Pakistan ($17 million).

There was also a sharp stepping up of the flow
of funds from the International Development Asso-
ciation (IDA)—from $12 million in 1961/62 to $56
million in 1962/63. The principal recipient of these
funds was India ($42 million), but smaller dishurse-
ments were made to a number of other countries
in southern and south-eastern Asia {notably China
{Taiwan)), Latin America (notably Chile, Colom-
bia and Honduras), Africa (the Sudan and Swazi-
fand) and West Asia (chiefly Turkey). In the course
of 1963, further credits to the extent of $210 million
were committed. These included $88 million for
India (for railways and power), $64 million for
Pakistan (water supply and flood control), $22 mil-
lion for Turkey (for irrigation and electricity), $14
miilion for Ethiopia (for roads) and smaller sums
for Jordan, Paraguay, Syria and Tanganyika,

Net disbursements by the International Tinance
Corporaticn (IFC)—at $13 million in 1962/63--
were double the 1961/62 figure. They went largely
to Latin America (notably Colombia and Mexico)
but also to Pakistan and Spain and in smaller sums
to participate in industrial investments in several
other countries. Among the amounts committed in
the course of 1963 were several destined for use by
investment corporations—public and private. These
included $1.5 million in Morocco, $1.3 million in
Venezuela and smaller sums in the Federation of
Malaya, Pakistan, the Philippines, Spain and Tur-
key. In most cases the purpose was the provision of
external resources to complement the domestic financ-
ing of manufacturing enterprises.

Much more important in absolute terms was the
lending of the Inter-American Development Bank.

Rising from a mere $3 million in 1961, its first year
of activity, to about $55 million in 1962, net dis-
bursements in 1963 exceeded $134 million. Some
$65 million of this was from the Social Progress
Trust Iund, $56 million from ordinary capital and
$13 million from the Fund for Special Operations.
All nineteen Latin American members took advan-
tage of this source of finance, most of them drawing
from all three funds.

Comperable in magnitude were the disbursements
of the Development Fund of the European Fconomic
Community (EEC)}. These went chiefly to the asso-
ciated countries in Africa; on a net basis they
amounted to the equivalent of $66 million in 1963,
compared with $53 million in 1962, The allotments
made in 1963 included $12 million each to the Congo
(Leopoldville) and Surinam, $6 million each to
Dahomey and the Ivory Coast and smaller sums to
many other EEC associates. The Fund’s resources
at the end of 1963 totalled $581 million, contributed
by the Federal Republic of Germany and France
($200 million each), Belginm and the Netherlands
($70 million each), Italy ($40 million) and Lux-
embourg ($1.25 million). By the time the Conven-
tion of Association was ratified in June 1964, about
$484 million of this had been allocated, much of jt
still awaiting disbursement. By this stage a further
$730 million had been pledged for conunitment dur-
ing the next five years

A sizeable flow of money and services continued
through United Nations schemes. Expenditure on
technical assistance amounted to about $48 million
in 1963—%$16 million under the Regular Programme
and $32 million under the Expanded Programme.
The latter sum was $6 million below the amount
spent in the previous year, reflecting the fact that
1963 was the first year of a two-year accounting
period, with a number of new projects just getting
under way. The only regions in which expenditures
in 1963 exceeded those in 1962 were Africa—with
$20 million, the largest recipient—and the West
Indies. The most notable increase was in the propor-
tion of funds used for assisting Governments with
their economic development plans: this rose from 15
per cent to 18 per cent of the Expanded Programme.
Other major activities were agriculture, health and
education : these four categories accounted for over
two-thirds of the total.

Expenditure by the United Nations Special Fund
amounted to about $39 million in 1963, substantially
more than in 1962 (about $23 million). Regionally,
1963 disbursements were fairly equally divided
among countries in Africa ($10 million), southern
and south-eastern Asia ($10 million) and Latin
America (32 million), with much of the remainder
{$6 million) going to West Asia.




CHAPTER 2. RECENT TRENDS IN PRIMARY EXPORTING COUNTRIES 39

The World Food Programme, jointly operated by
the United Nations and the Food and Agriculture
Organization, commenced activities at the beginning
of 1963. In the course of the year about $91 million
had been pledged by donor countries, $66 million
in food. Ten projects for using food aid for de-
velopment purposes——mostly resettlement and land
improvement—were launched during the year. These
involved over 39 million in food, of which rather
more than half had been delivered before the end of
the year. In addition, some $3 million worth -~ ‘ood
was dispensed under various emergency schemes.

Such evidence as is available fram the recipients’
side suggests that capital inflows in 1963 were not
very much greater in the aggregate than they were
in 1962% A number of countries indicate increased
receipts—Argentina, Australia, China (Taiwan), the
Dominican Republic, Greece and Spain, largely on
private account, Ceylon, India and Tunisia, largely
on government account, and Costa Rica, Ireland,
Mexico, Paraguay and the Republic of Korea on
both private and public account. The flow of long-
term capital into Mexico was almost 30 per cent
higher in 1963 than in 1962; for the first time since
the nineteen twenties the Government raised money
through a hond issue—for $40 million—floated on
the open New York market.

The Sudan, Thailand and Turkey report the con-
tinuation of a net capital inflow at about the 1962
rate. In the Philippines, South Africa and Venezuela
there was a further net outflow of capital, but it
was on a smaller scale than in 1962, In Iraq and
Indonesia there seems to have been a turn around
~from a net outflow in 1962 to a net inflow in 1963.

Against these positive changes are a number of cases
of reduced inflows. Chile, the Federation of Malaya
and the Republic of Viet-Nam appear to have re-
ceived less private capital than in 1962, Ethiopia,
Israel and Jordan less government capital, while in
Bolivia, New Zealand, Nicaragua, Nigeria and Por-
tugal the net inflow on both private and government
account seems to have declined. In Brazil and Burma,
moreover, the net inflow of 1962 seems to have given
place to a net outflow in 1963.

A rough comparison suggests that the gains—
affecting as they did rather more of the major trad-
ing countries—were somewhat larger in total than
the losses.

CHANGES IN LIQUIDITY

The massive reduction—of over $1.1 billion—in
the merchandise deficit of the primary exporting

°® Preliminary balance of payments figures are often diff-
cult to interpret because of the size of the unexplained
residual. In many cases these “errors and omissions” conceal
capital movements greater than those actually recorded as
such. The text above should therefore be read with appro-
priate reservation,

countries plus a smaller net increase in receipts of
otier current items and of capital resulted in a
major accretion of reserves. Offictal gold holdings
rose by about $300 million in the course of the year,
the bulk of the increase taking place in South Africa
and Spain. Official holdings of convertible currencies
rose by over $1.3 billion, the increase heing well
distributed among the developing countries of Latin
America and Asia as well as in the more advanced
primary exporting countries, Australia, New Zea-
land and South Africa, Foreign exchange in the
hands of commercial banks also rose—by about $300
million, widely distributed but largely in the sterling
and franc areas.

Notwithstanding the widespread easing of halance
of payments pressure, drawings from the IMF were
somewhat greater in 1963 than in 1962. And as there
had been large-scale repayments in 1962, the con-
trast on a net basis was even sharper: net drawings
of about $126 million in 1963 as against net repay-
mients of about $159 million in 1962, The drawings
were effected chiefly by Latin American countries,
reflecting the relative sluggishness of exports from
this region as well as the high import demand in
countries subject to strong inflationary pressures,
The largest amounts were drawn by Argentina,
Brazil, Chile and Colombia and smaller amounts by
a number of other countries in the region. In the
aggregate, Latin America accounted for over three-
fourths of gross drawings of $303 million by all
primary exporting countries and for about 90 per
cent of net drawings amounting to $126 million.

The only other countries to call upon the Fund in
1963 were Indonesia, Turkey and the United Arab
Republic (with drawings of arcund $21 million
each}, Afghanistan ($6 million) and Liberia (%4
million), while India and Syria made repayments of
sums advanced previously.

The total official reserves-—gold, foreign exchange
and gold tranche position in the IMF—of the pri-
mary exporting countries changed very little in the
first three years of the Development Decade, recov-
ering in 1961 and 1962 rather more than had been
lost in 1960, The accretion of over $1.7 billion in
1963 raised total reserves about 10 per cent ahbove
their 1962 level. This increase was spread fairly
uniformly over the major regions—Latin America,
West Asia, southern and south-eastern Asia and
QOceania—with a somewhat smaller increase aceru-
ing to Outer Europe. The only region not enjoying
a significant increase in liquidity was Africa, where
increases in Lybia and South Africa were more than
offset by large reductions in Morocco, Nigersia,
Senegal and the Sudan and smaller reductions in a
number of other countries.

A rapid upsurge in Australian reserves—totalling
almost $500 million in the course of the year—was
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offset slightly by a decline in New Zealand., All four
of the countries of Quter Europe added to their
reserves, most notably Spain, where an increase of
over $100 million raised the total to about $1.2 billion
—more than double the total three years earlier. Alto-
gether, the more developed of the primary exporting
countries—QOceania, Outer Europe and South Africa
—account for shout 45 per cent of the increment in
reserves. The remainder—the best part of §1 billion
—acerued to the developing countries. Thus, in 1963
the developing countries made good more or less the
whole of the loss of reserves sustained in the first
three years of the Development Decade.

Almost all the countries of Latin America man-
aged to increase their liguidity in 1963, Argentina,
Mexico and Venezuela by very substantial amounts,
The only notable exceptions were Brazil and Uru-
guay where, despite sizable reductions in trade defi-
cits, reserves were again drawn down. Both countries
were subject to increasing internal disequilibrium;
currencies were devalued during the year and it is
probable that there was some outflow of capital

In West Asia the rise in liquidity was also fairly
general, particularly large increases being registered
by Iraq, Israel, Kuwait and Saudi Arabia. The ex-
ceptions in the region were Syria and Turkey. In
the former, reserves declined to the lowest level for
many years, notwithstanding a further reduction in
the merchandise deficit from the high level occasion-
ed by the drought early in the decade. In Turkey,
the decline in reserves was largely the result of a
further expansion in imports in the face of lower
tobacco shipments,

Increases in liquidity were also widespread in
southern and south-eastern Asiz, the most notable
being in China (Taiwan)}, India and Thailand. The

reductions were confined to Ceylon, Indonesia and
the Republic of Korea. In Ceylon, imports were cut
back for the third successive year in the face of
static exports; the result was a further increase in
the trade surplus but not sufficient to offset a decline
in receipts of official grants and a rise in the outflow
of both investment income and private capital. By
curtailing imports again, Indonesia also managed to
increase its trade surplus, but despite a major de-
valuation in May and a drawing from the IMF,
it seems to have experienced a resumption of the
downward drift in reserves. In the Republic of
Korea, the reduction in reserves was largely the
result of another major expansion in imports and a
corresponding increase in the trade deficit not fully
compensated by a much larger inflow of capital and
a small increase in aid.

In Africa the over-all deficit on merchandise ac-
count—at rather more than $1 billion, measuring
exports f.o.b. and imports ci.f.~-seems to have been
mach the same in 1963 as in 1962: increases in the
trade gap in Algeria, Ghana, Madagascar, Mozam-
bigue, Réunion, Senegal, South Africa, the Sudan
and the United Arab Republic offset most of the
effect of improvements in the trade balance in other
countries in the region. The small gain that resuited
on merchandise account was outweighed by a less
favourable net movement of other items in the
balance of payments, in particular the net inflow of
capital. As indicated above, the consequence was a
smal} decline in fiquidity among the countries report-
ing their reserves and a larger decline in sterling and
franc balances. Excluding South Africa, whose re-
serves have experienced considerable swings in re-
cent years, the decling in 1963 was the fourth suc-
cessive reduction in the liquidity of the African
region,

Changes in internal balance

As is inevitable in 2 group as heterogeneous as
the primary exporting countries, domestic develop-
ments in any single year cover an extremely wide
spectrum of change. Though, as indicated in the first
part of this chapter, the external developments of
1963 tended to provide some unifying force, with a
majority of countries managing to improve their
external balance, the year brought its usual range
of differences in developments of internal balance.
The major source of these differences was, as in the
past, the agricultural sector, heavily dependent on
unstable climatic conditions. Some countries were
recovering from a set-back in the previous year and
thus reporting a very high rate of year-to-year ex-
pansion, others experienced a set-back in 1963

Among the latter were some of the more populous
countries—Brazil, India and Palistan, for example
—-and this tended to hold down the average increase
both in agricultural preduction and in the gross
domestic product. However, thanks largely to a rela-
tively rapid rise in some of the major primary ex-
porting countries—Australia, Mexico, New Zealand,
South Africa, Spain, the United Arab Republic,
for example—the average rate of growth was not
much below the longer-run trend,

Imports did not add uniformly to available sup-
plies: as indicated earlier, the expansion in im-
ports was conceatrated very largely among a small
group of countries, particutarly the more industrial-
ized of the primary exporting countries. On the
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average, total supplies increased by rather less than
5 per cent, but the increases were distributed in
such a way that, while a substantial number of coun-
tries were able to sustain a considerable expansion
in consumption, a similar number experienced a
decline in per capita levels of consumption. Most
of the countries in which there was a cut-back in
per capita consumption also registered a decline or
only a minor increase in fixed capital formation. In
general these were the countries suffering from acute
imhbalance, in most cases external as well as internal,
A few, however—including Pakistan, the Republic
of Korea and Trinidad and to a less extent Morocco
and the Philippines—increased their investment sub-
stantially while holding down consumption. At the
other end of the scale there were countries—3South
Africa, Spain, Turkey and the United Arab Repub-
lic, for example—in which the expansion of dispos-
able supplies was such as to permit a considerable
increase in both consumption and investment.

The favourable turn in export prices had the effect
of raising incomes rather more than production in-
creased. It also served to increase liquidity, and in
general money supply tended to expand more rapidly
in 1963 than in the preceding year. Most countries
experienced a slight rise in import prices and in
those countries whose external disequilibrium led fo
a currency devaluation in the course of the yearw-
Brazil, Chile, Indonesia and Uruguay, for example
—this price impact was greatly accentuated. More
fundamental was the continued pressure of domestic
demand which in some countries had been reflected
earlier in a wage/price spiral. There was little sign
of any easing of those pressures in 1963; on the
contrary, there was some intensification in several

countries, especially where imports were being re-
strained in order to ameliorate external disequilib-
rium, Thus, while the combination of import restraint
and generally buoyant demand for export products
helped to ease the external imbalance of many pri-
mary exporting countries, there was no correspond-
ing improvement in the state of internal balance.

PropucTioNn

The early years of the Development Decade have
seen some equalizing of rates of growth among the
primary exporting countries, Very few of the coun-
tries achieving growth rates in excess of 5 per cent
a year in real terms in the nineteen fities have been
able to sustain this pace in the first three years of
the nineteen sixties. Conversely, most of the coun-
tries in which the growth rate was refatively low in
the nineteen fifties—with production barely keeping
pace with population in some cases—have been able
to achieve some acceleration in the more recent pe-
riod. In the majority group, with growth rates be-
tween 3 and 5 per cent a year in the nineteen fifties,
and accounting for almost half of the primary ex-
porting countries for which appropriate data are
available, most of the countries have also been able
to increase the pace of their advance {(see table 2-G).

Preliminary estimates indicate that the increase in
gross domestic product between 1962 and 1963 was
above the trend of the nineteen fifties rather more
frequently than below—twenty of the thirty-six pri-
mary exporting countries for which measurements
have heen made. As it dropped below trend in a
number of the larger countries, however—Argentina,
Brazil, India, Mexico and Palkistan, for example—

Table 2-6. Primary Exporting Countries: Rate of Growth in Gross Domestic Product in 1960-1963
Relative to Trends in the Nineteen Fifties®
Trend: average percentage per year
Less than 13 1524 2534 3544 §.5-5.4 §.5-64 6 5-74 7.5 and over
Ireland + +  Argentina — - Ceylon — Australia 0 Cyprus + -~ Brazil e — Algeria — —  China (Tai-
Mauritius - -~ Morocco ~- Chile - Colombia —  Eecuador 0 Burma w = Irag— = wan) — —
Pakistan -} Congo Fedesation of  El Saiva- Costa Rica—  Korea Isracl -~
Paraguay - (1eopold- Malaya - dor - -4 Greece + (Republic  Jamaicg — —
Syria + - ville} ww «  Ghana -4 Guatemala —  Mexito — - of) — — Trinidad — ~
FPern — Honduras -~  Nicaragua -+ Philippines — Rhodesia Venezucla — —
Spain +- 4~ India + Panama - -+ Tanganyika —  and Nyasa-
Kenaa - - Portugal 0 land — —
New Zealand 0 South Turkey — —
Nigeria 4~ Africa -4 -
Sudan + Thailand 0
Tunisia -} UAR +
Uganda ~ —

Sourcr: Bureau of General Economic Rescarch and
Policies of the United Nations Secretariat, based on United
Nations, Yearbook of National Accounis Stabistics.

*The figure for the nineteen fifties represents the least
squares trend of gross domestic product measured in most
cases at 1960 prices but in some cases at the prices of

some earlier year. The symbol after the country reflects
the arithmetic average year-to-year increase bebween 1960
and 1963 relative to the trend: -+ - substantially
higher; -+ higher; 0 more or less on trend; - lower;
-~ — stibstantially lower.
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the average rate of growth in 1963 was not far re-
moved from that achieved in the nineteen hfties.
Nor did it differ greatly from the average rate of
increase of the two earlier years in the nineteen
sixties. Here again, a majority recorded some ac-
celeration—twenty-two out of thirty-nine-—but some
major countries were among those in which there
was some deceleration; hence, the average rate of
increase was fractionally below the longer-run trend.

The total output of most of the major products
of farm, plantation and mine in the primary export-
ing countries registered a modest (1-3 per cent)
increase between 1962 and 1963, The items for
which such an increase was not achieved were con-
fined very largely to certain export crops—coffee and
sugar, rubber, jute and henequen. Against these
there was an appreciably larger increase in the case
of tobacco and (for the 1963/64 crop) cotton, as
well as in the case of a number of metals (iron and
steel, aluminivm and zine}, petroleum and natural
gas, and also in the case of various basic industrial
products such as electricity and cement. In general,
the expansion in the output of these major commo-
dities was greater in the primary exporting countries
than in the industrial countries,

The out-turn of cereals in the primary exporting
regions in 1963 was around 4 per cent above that of
1962. Crops were uniformly good in Central Amer-
ica, North Africa and West Asia; elsewhere there
were wider variations (see table 2-7). In South
America, the output of maize and barley was held
down by poor 19562/03 crops in Argentina ; the 1963/
64 crop promises to be considerably better. In south-
ern Africa, the 1962/63 maize crop in Rhodesia and
Nyasaland was well below the record level of the
previous year and the wheat crop was lower in
South Africa; here again the 1963/64 harvests are
likely to be larger.

In southern and south-eastern Asia, the 1963
wheat and barley crops were lower; the 1962/63
rice crop was also down, though early returns sug-
gest that the decline may have been made good in
1963/64. The reductions were concentrated very
largely in India, though in the case of rice a number
of other countries—including China (Taiwan), In-
donesta, Pakistan and the Republic of Korea—also
reaped smaller harvests in 1962/63. The recovery in
1963/64 rice production occurred in the face of
fower crops in the major exporting countries, Burma
and Thailand.

In Oceania the only significant reduction in cereal
output was in the 1962/63 Australian barley crop;
this was about 40 per cent below the 1960/61 level
and the decline was only partly made good by a bet-
ter out-turn in 1963/64. Among the primary export-
ing countries of Europe, on the other band, 1963

harvests were generally poor, though Spain produced
more wheat and maize than in 1962,

By and large, the increases i cereal output served
to meet growing domestic needs. The expansion in
import demand that stemmed from the poor crops
reaped in Europe, the Soviet Union and Japan was
met largely by exports from North America. Auns-
tralian earnings from wheat, however, were at a
record level—a fourth greater than in 1962 and 4
per cent above the 1961 high, Argentina earned maze
from its maize exports though wheat shipments were
down by a third. Rice exports from Thailand were
up 7 per cent on 1962 and almost back to the 1961
record. And there was a threefold increase—relative
to the low 1962 figure—in shipments of wheat from
Tunisia and rice from the United Arab Republic.

After declining for two years, sugar production in
the primary exporting countries recovered in 1963/
64: preliminary estimates suggest that the 1963/64
crop was about 6 per cent above that of the previous
year, or about 2 per cent below the 1960/61 level.
The lag was very largely in Cuba, though produc-
tion in some of the other Caribbean islands as well
as in Brazil, India and Indonesia was also down on
1960/61. {Production in the primary exporting
countries other than Cuba actually increased fairly
steadily in the aggregate and in 1963/64 was about
11 per cent above the 1960/61 level)

The crop exerting the most direct effect on the
world sugar market in 1963 was the one whose har-
vesting began before May, that is, in the 1962/63
season, Centrifugal production from this crop was
down about 2 per cent on the previous output, not-
withstanding a sharp increase in Africa and Qceania,
As total production in the industrial and centrally
planned countries was about 5 per cent below the
1961/62 level—which in turn was 5 per cent below
the 1960/61 level-—while in primary exporting coun-
tries other than Cuba it was up about 2 per cent,
many of the producers in the latter group were well
placed to benefit from the spectacular rise in price
that cccurred on the free market. The output of non-
centrifugal sugar—confined largely to Latin Amer-
ica and southern and south-eastern Asia and all con-
sumed locally—-was alse up about 2 per cent on the
1961/62 figure,

The output of tebacco in the primary exporting
couniries in 1963 was between 8 and 9 per cent
above that of the previous year. Expansion was gen-
eral, but particularly large in the case of Brazil and
Greece. The only major countries to reap a signifi-
cantly smaller crop were Mexico, Nigeria and Rho-
desia and Nyasaland, but as a result of the spread
of blee mould, crops among the small producers at
the eastern end of the Mediterranean were extremely
poor, Indications are that the output that becomes
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Table 2-7. Primary Exporting Regions: Changes in Production of Selected
Iood Crops and Tohacco, 1962 and 1963
(Index, preceding season = 100}

Region and scason W heat Rice Barley Maize Supar Tobarcon
Central America

1962/63 102 99 99 100 92 160

1063/64 . iy e naaa 125 104 116 115 100v a5
South America

1961/62 ... e annnn 113 103 100 108 100 108

1962/63 .. ... e ammeat e aanara s 105 106 68 101 98 101

FOB3/04% e e e 166 164 126
Quicr Europe

1962/63 129 98 121 a0 20 114

1963/04 92 97 96 108 85b 120
North Africa

FOO2/63 o et 156 20 58 153 123 110

1963764 . e e e 166 118 410 108 106° 104
Central and southern frica

1961 /62 116 112 175 123 124 101

1962/63 ... 79 100 114 99 1056 102

1963764 . ... 120 Cew 38 - 115 %6
West Asia

1962/63 115 123 116 65 o7 87

1963/64 AP 117 119 109 125 108" 130
Sonthern and sonth-ecasiern Asin

1962/63 108 96 106 114 95 108

1663/64 05 103 80 103 115" 101
Cceania

1961/62 90 110 63 117 102 142

1962763 .. e e s 125 10% 97 101 133 38

1963/64° .. . ... ... 109 168 117 101 113
Primary cxporting countries

19629 113 a7 104 110 95 104

10630 e e ina 103 104 1035 104 o8 109

Source: Bureauw of General Eeonomic Re-
search and Policies of the United Nations
Secretariat, based on United States Depart-
ment of Agriculture, Forld Agricultural Pro-
duction and  Trade, Stalistical Repori and
Foreign Agrienlture Civenlar, FG Series, FR
Series, S Series (Washington, D.C ).

*The indices reflect the change between
calendar yzars 1960 and 1961, 1961 and 1962
and 1962 and 1963 Data are not available for
Cuba

¥ Forecast.

¢ Forecast; except in the case of tobacco for
which the index 15 based on crops available

available in the first half of 1964 is back to normal
in Nigeria and at a record level in Rhodesia.

The output of the major export crops in the pri-
mary exporting countries registered very little ad-
vance between 1962 and 1963 : there were increases
of between 2 and 3 per cent in the case of cocoa,
wool and hard fibres, but reductions of comparable
order in the case of coffee, cotton, jute and rubber
(sce table 2-8).

Largely as a result of two successive reductions
in the Brazilian crop, total coffee production was

in the frst half of 1963

11962/63 crops in the northern hemisphere
combined with those of 1961/62 i the southern
hemisphere; except in the case of sugar for
which the index refers to production from
crops the harvesting of which began in the
season May 1961/April 1962,

°1963/64 crops in the northern hemisphere
combined with those of 1962/63 in the southern
hemisphere; except in the case of sugar for
whicl: the index refers to production from
crops the harvesting of which began in the
season May 1962/April 1963.

down by about 7 per cent in 1962/63 and by between
one and 2 per cent in 1963/64. There were reduc-
tions in many of the smaller Latin American pro-
ducers, too, but these were offset by widespread in-
creases in Africa and Asia. The proportion of the
world coflee crop grown outside Latin America,
which had jumped from less than 23 per cent in
1961 /62 to almost 30 per cent in 1962/63, rose above
30 per cent in 1963/64.

The 1962/63 cocoa crop was about 2 per cent
above that of 1961/62, reductions in Brazil and
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Table 2-8. Primary Exporting Regions: Changes in Production of Major Export
Commodities

(Preceding year == 100)

Regian and seasons Coffee Cocod  Cottan Mool ?barrcih Jute rnfff:?rli%b
Latin America

1962/63 vt s 84 102 112 101 105 85 93

1963/64 ...oiieui a7 107 93 100 94 117 140
Africa

1962/63 ... . ... ... 127 i02 113 99 109 —_ 103

1963/64 .. ...l i 100 103 98 99 104 — 102
COuter Ewrape

1962/63 ... . e —_— — 99 — o —_—

1963/64 .. i -~ — 102 — — —
West Asia

1962/63 ... .. o ..., e - 107 96 — — _

1983/64 .. e e . 102 104 — — —
Southern and south-

casiern Asia

1962/63 . .. e 108 150 119 100 102 20 104

1963/64 .. .cviiiiiiiiiinnns 105 150 97 101 113 93 95
Oceante

1962/63 .. .... R, ° 113 100 100 _ — —

1963/64 . overiiiiiaien ° 128 150 104 — — —
Primary exparting regions

1962/63 viuverrrieiiiniasian 93 103 114 100 106 89 103

1983/64 . iiiiiiiiiraiun 99 104 97 103 101 98 96

Sounce: Bureau of General Economic Re-
scarch and Policies of the United Nations
Secretariat, based on Intermational Rubber
Study Group, Rubber Statistical Bullefin
{London) ; United States Department of Agri-
culture, World Agricultural Production and
Trade, Foreign Agriculture Cirenlar, FVF
Series and Weol Situation; Gill and Duffus,

Nigeria being more than offset by increases in Ghana
and the Ivory Coast. These changes seem to have
been reversed in 1963/64: there were smaller crops
in Ghana and the Ivory Coast but as a result of
increases in Brazil, Cameroon and Nigeria, a further
over-all advance of 2 per cent was registered, rais-
ing total production above the 1.2 million ton mark
reached in 1960/61.

Cotton production in the primary exporting re-
gions was up sharply in 1962/63, but most pf the
major producers-—including Argentina, Brazil, In-
dia, Mexico, Spain, the Sudan, Syria and the United
Arab Republic—had smaller crops in 1963/64. At
about 4.5 million tons, however, the primary export-
ing regions provided a higher proportion of world
supplies (over 41 per cent) than in 1960/61 or
1961/62.

The wool clip, which had remained at the 1961/
62 level in 1962/63, was about 3 per cent greater
in 1963/64. The gain was concentrated almost en-

Ltd., Cocoa Market Report {London).

* The 1963/64 index is generally based on
preliminary estimates.

®Change in production between ecalendar
years 1951 and 1962, and 1962 and 1963, re-
spectively.

“Included in southern and south-eastern
Asia.

tirely in Oceania, and very largely in Australia,
Production in Latin America appears to have in-
creased only fractionally, while in Africa—chiefly
southern Africa—the clip registered a second slight
decline.

While the primary exporting regions provide
rather less than two-thirds of the world’s wool sup-
ply, they produce virtually all the non-apparel fibres.
The 1963/64 jute crop—aimost all from Asia—ap-
pears to have heen slightly smaller than that of
1962/63 which in turn was 10 per cent below the
large out-turn of 1961/62. The decline hetween
1962/63 and 1963/64 was almost entirely in Palistan
where in the face of lower prices some jute acreage
had been given over to rice. In the case of the hard
fibres there was a fractional increase between 1962
and 1963. This took the form of an expansion in the
output of sisal (chiefly in Brazil and Kenya) and of
abaca {chiefly in the Philippines} which more than
offset a contraction in henequen output in Mexico.

OOV VU
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Supplies of rubber were greater in 1963 than in
1962, but the expansion came entirely from synthetic
types: the output of natural rubber was about 4 per
cent down, The decline was largely in Indonesia,
though less rubber was produced in Cambodia and
the Republic of Viet-Nam, too.

In the aggregate, agricultural production in the
primary exporting regions was probably about 2 per
cent higher in 1963 than in 1962, There were de-
clines in a number of countries (including Colom-
bia, India, Iraq, Pakistan, Portugal, Rhodesia and
Nyasaland, the Sudan and Syria) and virtually no
increase in several others (including Brazil, E! Sal-
vador, Jordan and Mexico) and this went a long
way to offsetting a sharp recovery in such countries
as Guatemala, Kenya, Tunisia and the United Arab
Republic and substantial expansion in a number of
others (including Burma, Chile, Cyprus, Greece,
Iran, the Republic of Viet-Nam, Tanganyika and
Turkey}. Thus, 1963 was another year in which
agriculture barely kept pace with the growth of
population in the primary exporting regions as a
group.

Among the minerals and metals there was a gen-
eral tendency for production to expand to a greater
extent in the primary exporting regions than in the
rest of the world (see table 2-9).

One of the few exceptions was iron ore. Here,
the principal changes were in the countries from
which all or most of the output is exported: there
were reductions in Peru and Venezuela, in Algeria
and Moroceo, in Spain, and in the Philippines, but
there were offsetting increases in Chile and Mexico,
in Portugal, in Sierra l.eone and Tunisia, and in
the Federation of Malaya and India. Largely as a
result of a 5 million ton increase (about 7 per cent)
in the Soviet Union, however, production in the
rest of the world rose somewhat more rapidly in
the aggregate.

Relatively few of the primary exporting countries
smelt their iron ore: their combined output of pig
iron and steel amounts to about 5 per cent of the
world total. Between 1962 and 1963 there was a gen-
eral expansion in output: only in China (Taiwan)
and Spain did pig iron production decline and only
in Chile was there a reduction in the output of steel
ingots. There was a particularly rapid increase in
steel production in India and, on a much smaller
scale, in Argentina, Posrtugal and the Republic of
Korea as well as a sharp recovery in Turkey. In the
aggregate, production was up hy about 10 per cent.

Though there was a major increase in Japanese
imports of bauxite between 1962 and 1963, it was
more than offset by a reduction in imports into
North America. As these are the leading markets
and as relatively little is smelted locally, this prob-

ably signifies a decline in bauxite production in the
primary exporting countries, Production of alum-
inium in the primary exporting regions, very small
in absolute terms, rose by about 14 per cent in 1963;
the main contributor to this was India where output
has trebled since 1961,

Virtually the whole increase in mine production
of copper between 1962 and 1963 took place in the
primary exporting regions. Here expansion, though
generally modest, was widespread; it included gains
of 7 per cent in Peru, 5 per cent in Northern Rho-
desia, 3 per cent in Chile. Apart from a reduction
of about 25,000 tons (8 per ceat) in the Congo
(Leopoldville}, the declines were limited to the
smaller producers—Australia, Morocco, Spain and
Uganda. The output of copper metal in the primary
exporting regions rose somewhat less. Most of the
gain was in southern Africa but on a smaller scale
there were also advances in Australia, Mexico and
Peru offsetting, in part, reductions in the Congo
(Leopoldville) and—appreciably less in absolute
terms~—in Chile, Spain and Turkey.

Table 2-9. Minerals and Industrial Products:
Change in Output between 1962 and 1963, World
and Primary lixporting Regions

Index of enwtput in 19638 Proportion of werld

Ttem (1962==100) a}::‘?’r,e’tm;’jr:g}::jc:gu;ﬂ
Primary cxporting 1Worldv regions fn J9g2
regions (percentage)
Iron ore ...... 101 102 18
Pig iron ...... 197 103 6
Steel .......... 110 107 5
Aluminium .. .. 114 110 4
Copper ore ... 103 101 45
Metale .. . 103 103 40
Lead ore ...... 161 100 56
Metal ... ... 105 104 35
Tin ore ... ... 1G0 100 98
Metal ..., 104 100 72
Zinc ore .. .. .. 104 102 40
Metal ....... 113 103 14
Coal ........ . 105 103 0
Lignite ... ... 109 101 5
Natural gas . . Hix 103 4
Petroleum . 108 107 49
Electricity . 118 108 7
Cement ... ... 167 103 14

Source: Burcau of General Eeonomic Research and
Policies of the United Nations Secretariat, based on
Statistical Office of the United Nations, Moenthly Bullciin
of Statistics; International Tead and Zinc Study Group,
Montlly Bullctin (New York) International Tin Council,
Statistical Bulleiin ( The Hague) ; British Bureau of Non-
Ferrous Metals, World Non-Ferrons Aetal  Staifstics
{London}.

* Preliminary; 1963 output has in some countries been
estimated on the basis of less than twelve months’ data.

¥ Exciuding mainland China; excluding the Soviet Union
in the case of the non-ferrons metals and ores.

° Smelter copper.
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There was also a small increase in the output of
lead ore, confined to the primary exporting regions
—most notably Australia, Bolivia, Northern Rho-
desia and South West Africa where increases were
large enough to compensate for reductions in Mexico,
Morocco, Peru and Spain. Most of these changes in
ore production were reflected in  corresponding
changes in metal production, though in the case of
Peru there was a sharp recovery in lead output,
which had dipped in 1962,

A small increase in mined output of zinc was main-
ly the result of expansion in Australia and Peru.
This offset reductions in Argentina and Mexico and
in the Congo (Leopoldville), Moroceo and Northern
Rhodesia. Despite the smaller mine output, Argen-
tina and Northern Rhodesia produced more zine
metal in 1963. The Congo (Leopoldville) and Mexi-
co were the only producers among the primary ex-
porting countries not to increase their output of zinc
in 1963 and in the aggregate an expansion of about
ane-eighth was recorded

The great bulk of tin ore is mined in the primary
exporting countries. After a sharp increase (of about
5,000 tons) in 1962, total production remained prac-
tically unchanged in 1963, There were increases in
all Latin American producers {notably Bolivia and
Mexico), in most African producers {except Rwanda
and Southern Rhodesia) and—more significant in
absclute terms—in the Federation of Malaya and
Thailand, but these were counterbalanced by a
further sharp contraction in Indonesia and minor
reductions in Burma and Laos and in Portugal and
Spain. At the global level this stagnation in mine
output was paralleled by stagnation in metal produc-
tion. But appreciably more of this output of tin
metal came from the primary exporting countries,
most notably Bolivia, the Federation of Malaya,
Nigeria and Spain,

The output of fossil fuels in the primary exporting
regions rose by rather more than 7 per cent between
1962 and 1963—a good deal more than in the rest
of the world. The increases in coal and fignite pro-
duction were largest in India, the Republic of Korea
and South Africa, though there were sizable gains
in other countries also, notably Australia, Greece
and Turkey. Against these, the reductions were re-
latively insignificant, except in Spain where lahour
strikes had interrupted mining. The expansion of
petrolewm production in Nigeria and of hydroelectric
capacity in Rhodesia and Nyasaland led to a further
contraction of coal mining in these countries,

The most notable increases in natural gas produoce-
tion were in Argentina, Mexico, Pakistan and Vene-
zuela. Gas remains a minor source of energy among
the primary exporting regions, however, and the

growth of greatest quantitative significance was in
petroleum, partly for domestic consumption but
largely for export. Here, expansion was almost uni-
versal in 1963 as well as considerable in absolute
terms, especially in Libya (an increment of over 14
million tons in average annual output), Iran (6.3
million tons), Iraq (6.2 million tons}), Saudi Arabia
(5.2 million tons), Kuwait (4.9 million tons), Ku-
wait Neutral Zone (3.8 million tons), Algeria (3.4
million tons), Venezuela (2.5 million tfons) and
Colombia (1.2 millien tons). Against sach massive
increases, minor reductions in Argentina, Congo
{ Brazzaville), Ecuador and Trinidad recede into in-
significance.

Mine output in the primary exporting countries
other than the petroleum producers of North Africa
and the Arabian Peninsula rose about 5 per cent
between 1962 and 1963. At the one end of the scale
there was expansion in excess of 10 per cent in Co-
lombia, India, Iran, Irag, Israel, Pakistan, the Re-
public of Korea and Rhodesia and Nyasaland ; at the
other end there was a contraction in output in Ar-
genting, Greece, Kenya, Morocco and Tanganyika
and stagnation in Cyprus, Chile, the FPhilippines and
Spain. The poor results of the second group were
for the most part not attributable to the state of
external demand; they reflect cdomestic production
problems, including physical and technical difficulties
and labour strikes.

The index of mining production in the less indus-
trialized countries was almost 11 per cent higher in
1863 than in the previous year.” This reflects the
high rate of expansion in the petroleum sector; the
production of metallic ores was up by less than 2
per cent.

The output of electricity in the primary exporting
regions rose by almost 10 per cent between 1962
and 1963. Expansion was virtnally universal: of
fifty reporting countries, only Algeria, the Federa-
tion of Malaya and Senegal generated less in 1963
than in 1962, Cement production also increased wide-
ly in the primary exporting regions in 1963 and at
an appreciably greater rate than in the rest of the
world. The proportion of primary exporting coun-
tries registering reductions between 1962 and 1963
was somewhat larger than in the case of electricity,
however; it included Argentina and Trinidad, Ethio-
pia, Kenya, Mozambique, Northern Rhodesia and
Uganda, and Ceylon and the Philippines,

Total manufacturing output in the primary export-
ing countries rose by about 7 per cent between 1962

T United Nations, Afonthly Bulletin of Statisiics, May
1964, page x. The index covers all the countries dealt with
in the present chapter (including the petroleurn producers
not considered in the previous paragraph) plus Yugoslavia
KX}!]}IS Australia, Ireland, Israel, New Zealand and South

Tica
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and 1963. In this sector, expansion was almost uni-
versal; Argentina and Syria were the only coun-
tries not registering a significant increase, while gains
of over 10 per cent were not uncommon—China
(Taiwan), Cyprus, Guatemala, Israel, the Ivory
Coast, the Republic of Korea, the Republic of Viet-
Nam, South Africa and Tunisia all achieved such
advances. Among the less industrialized countries
the increase was about 6 per cent. It was concentrat-
ed largely in southern and south-castern Asia where
the expansion was about 9 per cent; for the second
year in a rew, and notwithstanding sizable increases
in Chile and Mexico, industrial growth in Latin
America barely reached 2 per cent.

The increase in the gross domestic product of the
primary exporting countries was about 4.5 per cent
between 1962 and 1963 The average was held back
by slow growth in a number of countries in which
agriculture yiekled a disappointing out-turn——niost
notably in Colombia, Traq, Pakistan, the Sudan and
Syria and, to a less extent, Brazil and India-—but

also by another poor industrial year in Argentina
{see table 2-10). There was a converse tendency for
agricultural recovery to be reflected in an above-
average rate of increase in gross product, as in
Purma, Guatemala, Kenya, Tunisia and the United
Arab Republic. High rates of growth were also re-
corded i Austraiia and South Africa where 2
broad-based recovery that had set in daring the sec-
ond half of 1962 was sustained in 1963 by a high
level of demand, both internal and external. Israel
also achieved a high rate of growth—of the order
of 10 per cent for the third successive year,

Among the countries that effected some improve-
ment in their trade balance in 1963, a majority re-
duced their imports (as in the case of Argentina,
Brazil, Ceylon, Colombia, India, Iraq, Rhodesia and
Nyasaland, Syria, Tunisia and Venczuela) or raised
their imports less than their domestic product (as
in the case of China {Taiwan), Israel, Kenya, Mo-
rocco and Nigeria). Only a few countries increased
their available supplies to a greater relative extent

Tabhle 2.10. Primary Exporting Countrics: Indicated Change hetween 1962 and 1963
in Total Supplies and Sclected Components®

Industry

Gross

i darie "
Country c;xf';z;ﬁ Munsifac- . !‘,cl{;i;. dﬁzﬁi:g Tmporist m{h‘;vlﬁi.r"
turing Mining

Argentina B ~-B —B B -1 e T —-C
Guatemala E D e D D D
Trag ... . —B C D .. A ~D e
Tangatyila C .. e b5 B B B
China (Taiwan) B D C B B B B
Philippines B I} A B B E C
India —1B C C D R —B hE]
Brazil A B — v B A B
Syria .. . ... v A B D -B A —B
Rhodesia and

Nyasaland —B B D E B A B
Colombia A B E D A —C A
Tvory Ceast B D B G C C C
Austratin C C B C C C C
Venezucla C C . D B —C s
Morocco B B —B B B B
Vici-Nam

{ Republic of) C D D C C C
Isracl . . o B B ¥ I C C B C
Ceylon . . B C . D |3 -1 - B
Nigeria o B I C D C B B
Kenya ... . ... Iz C - C C C C
Tunisia . ‘ ‘ I D C B D A C
Trinidad . . ) B —B C C C C
Cympus . ... ..o .. i D A C C B C
Federotion of Malaya. . B C B C JE1 B B
Portagal . —B B B ) B C B
Treland A C C C B C G
New Zealand B C B D C D C
Mexico . - . A C B C C C C
El Salvador .. .. ... .. A B C B F C
United Arab Republic®. F B C G D
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Table 2-10 (continued)

Indiustry Gross
Countryb Agris Elec- domestic Tatal
cubturet Manufac. tricity product  Impergst suppliess
turing Mining
Burma® ............... C B B B C A C
Thailand ............. B C B E B C C
Sudan® ........uee.. —-B C G C A B A
Greece .oouviviviiinnnn C C B D Cc D C
Ghana ...... P, B B B C B C B
Turleey ..oviiinnnn.. C B B c C D C
South Africa .......... B D C C C F D
Jordan ............ .. A e (D i va C D C
Tran c.ooiviiiiiana C e D ceu B ces
Chile ........... v C C A C B B C
Pakistan® ...... b ~B C D D A F B
Spain ....... . C C A C C F C
Korea (Republic of)... B D D D C F C
Averapge,* above
countries ...,..... 2 7 5 10 4 5 5

Source: Bureau of General Fconomic Re-
search and Policies of the Unjted Nations
Secretariat; Statistical Office of the United
Nations, Monthly Bulletin of Statistics; Food
and Agriculture Organization of the United
Nations, Monthly Bulletin  of Agricultural
Economics end Statistics (Rome) ; replies of
Governments to the United Nations question-
naire of November 1963 on ecornomic trends,
problems and policies; national publications,

* Based on preliminary official estimates of
the national accounts or on “indicators” derived
from official or semi-official statistics of pro-
duction, trade and transport. Where indicators
were used, changes in gross domestic product
and its components reflect changes, in real
terms, in the output of all the items of goods
and services for which data were obtainable,
combined in accordance with weights derived
from national accounts of 1960 The indicated
changes are necessarily tentative, being based
in some cases on less than a full year's figures,
both for the sectors shown and for other
sectors for which estimates were made. The
symbols indicate a percentage range of in-
crease or decrease (—): A=—1to 1; B=2
to 5; C=61t010; D=11t0 15; E=16 to 20;
Fz==21 to 30; G==31 and over,

* Countries are arrayed in descending order

from imports than from local production; among
these were Australia, Guatemala, the Ivory Coast,
the Philippines, the Republic of Viet-Nam, Syria
and Tanganyika. At the other end of the spectrum,
by contrast, the countries whose trade balance grew
more passive generally registered an increase in im-
ports significantly larger, in relative terms, than the
increase in domestic product. The exceptions here
were limited to Burma, Cyprus and the Federation
of Malaya, whose imports rose by 4 per cent or less
in quantum. The remainder of these countries ex-
perienced a considerable upsurge in imports and it
was largely because of this that, on the average of
all primary exporting countries, the contribution of
imports to total supplies rose fractionally more be-
tween 1962 and 1963 than that of domestic output.

—————

of movement in the trade balance from the
largest improvement to the largest deteriora-
tion, measured in each case by the change be-
tween 1962 and 1963 expressed as a percentage
of total trade (exports, fo.b. plus imports,
cif) in 1962

* Including livestock, except in Burma, Cey-
lon, El Salvador, Ghana, Iraq and Kenya;
excluding forestry and fshing, except in
Burma, China (Taiwan), Federation of
Malaya, Greece, Israel, Kenya, Pakistan, Re-
public of Korea and Republic of Viet-Nam.
The crops taken into the 1963 pross domestic
praduct are generally those harvested in the
second half of the 1962/63 season or in the
first half of the 1963/64 season. The symbols
therefore do not always conform to changes
between 1962/63 and 1963/64 crops.

4 Quantumn index.

* Weighted aggregate of pgross domestic
product and imports; the weight attached to
imports was derived from the national ac-
counts for 1559,

fChange between fiscal vyears: July/June
for Pakistan, the Sudan and the United Arab
Republic; October/September for Burma.

¥ Production of countries for which symbols
are shown weighted by the output of the sector
in guestion in dollars in 1959,

In the aggregate, the volume of supplies available
to the primary exporting countries was almost 5 per
cent greater in 1963 than in 1962. The highest in-
creases were registered in El Salvador, Greece,
Guatemala, Jordan, South Africa, Spain, Tunisia and
the United Arab Republic. But against these there
were a number of countries in which the per capita
availability of supplies, whether from internal or ex-
ternal sources, was lower in 1963 than in 1962
Argentina, Brazil, Ceylon, Colombia, India, Iraq,
Rhodesia, the Sudan, Syria and Venezuela.

THE USE OF SUPPLIES

The increase in total supplies—from external as
well as domestic sources—was sufficient to permit
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a small rise in the average per capita level of con-
sumption in the primary exporting countries, and
somewhat larger increases in fixed investment and
in exports (see table 2-11).

In the disposition of supplies there was a sharp
contrast between the less advanced and the more ad-
vanced of the primary exporting countries—Outer
Europe, Oceania and South Africa. Though the gross
domestic product of the former, the developing
countries, increased only half as much as that of the
latter——about 3.5 per cent as against 7 per cent—it
was the developing countries that registered the
greater expansion in export volume, The developing
countries supplemented their domestic production
from imports to a much smaller extent than did the
more advanced primary exporting countries. Thus,
the contrast in the movement of available supplies
was even sharper——rather less than 3.5 per cent as
against more than 9 per cent. This in turn led to
corresponding differences in the changes in consump-

tion and investment. In the developing countries,
consumption just about kept pace with the probable
growth in population, while in the more advanced
primary exporting countries it expanded at the very
high rate of about 8 per cent, In the case of fixed
capital formation the disparity was of the same
order; expansion in the developing countries, at
about 5 per cent, was less than a third of that reg-
istered in the more advanced countries,

Among the primary exporting countries as a group,
the average increase in consumption expenditure be-
tween 1962 and 1963 was about 4 per cent. This was
somewhat above the increase in the preceding in-
terval but the gains were distributed in a completely
different fashion: only a fourth of the primary ex-
porting countries were in the median group with in-
creases of hetween 3 per cent and 5 per cent over
the 1962 level, whereas at the one end of the scale
38 per cent registered a high rate of increase of 6
per cent or more and at the other end 38 per cent

Table 2-11. Primary Exporting Countries: Indicated Change between 1962 and 1963
in the Use of Supplies®

. Gross |
capital formation

Exporty
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Table 2-11 {continued)

Cross

capital fermation Gross Erparts
) Tatal Con- . domcstic In In In
Country® s fe Sumf- Fived  Rateof expen- current 1942 import
Plics tion Hee st stock diture prices  prices o1t
meni ACCHMI- walent
lation
Israel C C B — C F F F
Viet-Nam (Republic of) C C e e B F F ¥
Teagq ... . ...... =B -5 S — —C D D D
Ghana ... ......c..0. . C B E C C B C
Korca (Republic of) .. C A F -4 B 1 H H
Argentina e —=C —B —E — —C D D D
Colombia e e A A A e A —B A A
Chile ... vviviiieiuranns C C B + C B B B
Brazil ............... . B A A —m A D b D
Average,” above countries 5 4 9 5 10 8 9

Sourct: Bureau of General Eeonomic Re-
search and Policies of the United Nations
Secretariat; replies of Governments to the
United Nations questionnaire of November
1963 on economic trends, probiems and policies,

*In the absence of official figures, many of
the symbols in this table are based on “in-
dicators” derived from national statistics of
trade, production and public finance Where
indicators were used, changes in expenditure
reflect “apparent disappearance” ({production
winus exports plus imports, with due aflowance
for inventary changes whenever possible).
Consumption was measured by the apparent
disappearance of major food items, textile
items, consumer durables and other items,
weighted in most instances in the same way
as the cost-of-living index. Fixed capital for-
mation was measured by the apparent disap-
pearance of cement, steel, machinery and major
producer durables, generally aggregated by
valae In some countries, an index of con-
struction activity was also used in assessing
investment changes. In most cases the in-
dicators were computed in real (physical)
terms: where values were used, they were

failed to raise consumption in line with population
growth.

In some of the cases in which consumption de-
clined or lagged, the explanation lHes in the inade-
quacy of supplies: in Ceylon, Colombia, Rhodesia
and Nyasaland and Venezuela, for example, there
were declines or lags in investment and exports also.
In other cases, the available supplies were devoted
to a much greater extent to exports (as in Argen-
tina, Brazil, India, Irag, Portugal, Syria and Tan-
ganyika) or te investment (as in Morocco and
Trinidad) or to both investment and exports (as in
Pakistan, the Philippines and the Republic of
Korea). Conversely, among the countries with high
rates of increase in consumption were some for
which this meant relatively low rates of increase in
exports (Burma, New Zealand, Spain, Turkey) or
in investment (Isracl, Kenya, Republic of Viet-
Nam) or in hoth {Chile, Greece, Mexico, Thai-
land). In only a small number of countries was the
growth of supplies sufficient to sustain over-average

reduced to a constant {1960} price hasis by
means of the most appropriate available de-
flator. Where official estimates were  used,
they were nsually preliminary figures. In gen-
eral, the indicators were based on 2 com-
parison of fgures for at least the first three
quarters of 1963 with those for the correspond-
ing period in 1962 The symbols indicate a
percentage range of increase or decrease (=} :
Amm—Tt0 1, B=2¢t05; C=061to10; D=1l
to 157 E=16 to 20; F==2] to 30; G=31
to 40; H=41 and over.

*Countries are arrayed in ascending order
of increase in the cost-of-living index, aver-
aging the change between 1962 and 1963 and
the change during 1963,

° Change between 1961762 and 1962763 (Oe-
toher/September).

I * Change between 1961/62 and 1962/63 {July/
une).

* Indicated change in supplies, consumption,
Axed investment and gross domestic expendi-
ture for countries listed, weighted by the 1959
gross <omestic product, in current dollars;
changes in exports for countrics listed weight-
ed by export values in 1959,

expansion in all three forms of expenditure; they
include Australia, Guatemala, South Africa, Tunisia
gnd the United Arab Republic.

Among the countries registering a modest 1-2 per
cent increase in per capifa consumption there was,
on the whole, a vigorous expansion of both invest-
ment and exports. 1t was below or on average in the
Federation of Malaya and Nigeria, but appreciably
above average in Kl Salvador, Ghana, Ireland, the
Ivory Coast, Jordan and the Sudan. In China
(Taiwan), there was a sharp increase in exports
but investment lagged, while in Cyprus the reverse
was true. In general, this group with average growth
in consumption registered only moderate increases
in the retail price level, ranging fram about one per
cent in Cyprus and the Ivory Coast to about 4 per
cent in the Federation of Malaya. Ghana was the
only country outside this range and here prices were
affected by impoit control and higher customs du-
ties imposed in the face of a continuous deteriora-
tion in external halance
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As in the case of consumption, fixed capital for-
mation registered a higher average increase hetween
1962 and 1963 than in the preceding interval—just
under @ per cent compared to approximately 6 per
cent. Rather less than a fourth of the countries were
in the median group with expansion of from 7 to 11
per cent. A similar number invested less—or at least
not significantly more—in 1963 than in 1962. At the
other extreme, about a sixth of the primary export-
ing countries raised their fixed capital formation by
more than 20 per cent. The remainder were dis-
tributed about the median—a group of a seventh
with increases of from 4 to 5 per cent and a similar
group with increases between 12 and 20 per cent.

There was some tendency for tie countries with
particularly strong inflationary pressures to be con-
centrated in the group with poor investment per-
formance in 1963: among the countries registering
retail price increases of 7 per cent or more in 1963,
only Chile, Ghana and the Republic of Korea in-
creased their fixed capital formation. These increases
in investment—small in Chile, quite large in the
other two countries—were achieved by increasing
imports and placing the external balance under some
strain, The high rate of capital formation in T
key was also achieved at the expense of external
liquidity. In the other members of the high-invest-
ment group—E! Salvador, Palistan, South Africa
and Spain—on the other hand, the expansion in
1963 took place with only incipient price rises (most
marked in Spain) and without any strain on the
external balance,

More generally, the evidence of price changes in-
dicates that, though it was only in a small number
of countries that the problem was of critical dimen-
sions, demand was tending to outrun supply rather
more frequently in 1963 than in 1962. Thus, the
movement of retail prices, as measured by a cost-of-
living index——though 2 very imperfect indicator—
suggests a perceptible intensification of inflationary
pressures in the primary exporting countries in
1963. Of the seventy primary exporting couniries
for which significant indices are available, about 36
per cent—the largest group—registered some de-
gree of acceleration in price rise in 1963 {compared
with movement during 1962). In the second largest
group (comprising rather more than a fourth of the
total) prices continued to rise at more or less the
same rate as in 1962 In rather less than a fourth
of the countries there was a discernible deceleration
in the rate of price increase, while in about an eighth
there was virtual price stability. In only one country
{Burma) did retail prices continue fo decline in
1962 and 1963 (see table 2-12).

The proportion of countries registering an in-
crease of more than 5 per cent in retail prices rose

from about 25 per cent in 1962 to over 30 per cent
in 1963; the proportion registering an increase of
10 per cent or more rose from a seventh to a fifth
and the proportion registering a decline in prices
(about 5 per cent) was half what it was in 1962,
The group of countries in which the cost of living
rose by more than a fifth in the course of 1963 con-
tained all those that had been in this category in
1962—Argentina, Brazil, Chile, Congo (Leopold-
ville) and Indonesia—but it also included Colombia
and the Republic of IKorea, where inflationary
forces, after having remained quiescent for several
years, resumed more overt form.

Changes in money supply in the primary export-
ing countries in 1963, while more or less parailel in
a majority of cases with the increase that had oc-
curred in production, trade and incomes, also con-
tain evidence of the expansion of inflationary pres-
sures. The proportion of countries in which the per
capita supply of money declined in the course of the
year dropped from about 17 per cent in 1962 to
about 7 per cent in 1963. Contrariwise, the propor-
tion in which the per capita supply of money rose
by more than a sixth rose from 15 per cent to 24
per cent. In this latter group, moreover, a great
majority of the countries (85 per cent) registered
some acceleration in the rate at which the money
supply was increasing. The proportion of countries
in which the expansion in money supply was less
than in the previous year {or in which expansion
had given way to coniraction) was about 22 per cent
in 1963, compared with 33 per cent in 1962 (see
table 2-13).

Among the countries in which money supply ran
far ahead of domestic expenditure, the principal
comporent in a majority of countries was the ex-
pansion of credit in the private sector. In Colombia
this was the sole factor, far outweighing the con-
tractionary effect of a reduction in foreign assets. In
Brazil, the Philippines, the Sudan, Syria and Tunisia
it was accompanied by a comparable expansion in
credit to the public sector, in El Salvador by a com-
parable expansion in foreign assets, and in Israel,
Pakistan and Portugal by increases in both govern-
ment credit and foreign assets.

In Colombia, where there was a general raising
of minimum wages early in 1963, new indirect taxes
(first on beer and gambling, later on motor spirit
and various consumer goods) and new direct taxes
(first on incomes and capital, later on gifts and be-
quests) were introduced in order to avoid a budget
deficit. A rise in public investment was matched—
at least in part—by a cut in the administrative
budget. The fiscal deficit which nevertheless emerged
later in the year was financed by the peso proceeds
of certain earlier foreign loans. Austerity was more
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Table 2-12. Primary Exporting Countries: Distribution of Changes in Cost of Living,* 1962.1963

Couniries it whick, in relation to the corvesponding period in 1962, the cotbofdiving fndes

Trends in 19630 Total at the end of 1963 wast
98 or less 9g.7¢1 192.105 106-108 110-120 over 128
Trend continued ...... 28 Burma Australia British Guiana Cameroon Argentina
Cyprus El Salvador  Ecuador
Greece Honduras Peru
Guatemala India Philippines
Iran Irgland
Ivory Coast Madagascar
South Africa  Morocco
Thailand New Zealand
Tunisia Nigeria
Northern
Rhodesia
Portugal
TFurlkey
Uganda
Trend decelerated ..... 15 China Costa Rica Isract Dominican Congo {Leo-
(Taiwan}  Sudan Spain Republic poldville)
Kenya Surinam Indonesia
Mexico Trinidad and
Puerto Rico Tobago
Southern
Rhodesia
Bolivia
Trend accelerated ..... 20 Ceylon Chad Cambodia Brazil
Federation of Republic of Gabon Chile
Malaya Viet-Nam  Ghana Colombia
Hong Kong Iceland Republic of
Jamaica Irag Korea
Nicaragua Uruguay
Panama
Senegal
Upper Volta
Trend reversed ........ 7 Mozambique United Arab  Niger
Tanganyika Republic Pakistan
Sierra Leone
Veneziela
Total .. .veueeven venns 703 16 29 8 6 8

Source; Bureau of Gemeral Economic Research and
Policies of the United Nations Secretariat, based on
Statistical Office of the United Nations, Maut:’xly Bulletin
of Statistics,

®*Usually in the principal urban centre or centres;
referring, in some «cases, to particular population or
income groups atd, in some cases, with restricted com-

in evidence in the public sector than in the private
sector: private credit continued to expand, despite
an increase in the minimum ratio of reserves to sight
and short-term deposits laid down for the commer-
cial banlks.

The expansion in the Brazilian money supply
was at the accelerated rate that had emerged in 1962
and it occurred in the face of various disinflationary
steps, including the imposition early in 1963 of a
ceiling on the credit creation of the Central Banl,
the raising of compulsory deposits to be made by
the commercial banks and cuts in the degree to
which petroleumn, wheat and public transport were
subsidized, In mid-1963 a beginning was made on
reform of the tax system and a compulsory loan in

modity coverage.

® The change hetween the end of 1963 and the end of
1962 as compared with the change between the end of
1962 and the end of 1961

°In most cases the averape for the month of December,
but in some cases an earlier month and in others the
average for the last quarter.

the shape of a temporary surtax was introduced.
But to compensate public employees for the con-
tinuing rapid rise in the cost of living, salaries were
increased by 70 per cent and shortly afterwards a
general system of family allowances was introduced,
hoth serving o expand very considerably the bud-
getary deficit,

In the Philippines, prices began to rise at a faster
pace in the second half of the year—the cost of liv-
ing increased about 8 per cent between Jume and
October—and the Government took disinflationary
action; the reserve requirements of the commercial
banks were raised, government deposits with them
reduced, and their re-discount quotas with the Cen-
tral Bank cut, A lengthy port strike caused a lag
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in imports and in customs coliections—an important
source of revenue—and the Government announced
a reduction in budgeted spending in order to slow
down the increase in its indebtedness to the banking
system.

In some countries the growth of government bor-
rowing was the principal factor in the rise in money
supply. It was accompanied by an expansion in
private credit in Ceylon, Chile, India and the United
Arab Republic and by an increase in foreign assets
in Iraq and Mexico. In Chile, what was already a
large budget deficit was magnified in the second half
of 1963—just as the rate of expansion in output in
mining and manufacturing began to slow down—by
various unplanned outlays, such as a sizable increase
in salaries in the public sector, designed to compen-
sate for the rapidly rising cost of living The acceler-
ation in the rate at which prices were rising was
also reflected in a raising of the maximum rate of
interest--from 14 per cent in the first half of the
year to 17 per cent in the second half. The conse-
quent weakening of the bond market tended to in-
hibit govermment borsowing from the public,

In Argentina, where disinflationary measures had
resulted in a sharp cut in private credit in 1962,
there was a marked acceleration in moeney supply in
1963. It was spurred by a record budget deficit but,
as the year progressed and unemployment increased,
controls over private liquidity were relaxed and, for
the vear as a whole, there was a substantial increase
in private credit and—in the wake of a major swing
from deficit to surplus on merchandise account—
also in foreign assets.

In Mexico, where the favourable external bal-
ance helped to increase domestic liquidity, the Gov-
ernment continued its policy of absorbing funds
through bond issues designed to finance future in-
vestment in infrastructure and in other areas--nota-

bly low-rental housing — generaily unattractive to
private capital. There was a contraction of credit
to the private sector despite several measures aimed
at liberalizing lending and directing funds into pro-
ductive investment, housing and exports. Neverthe-
less, the expansion in total money supply in 1963
was about three times as great as the increase in
gross domestic expendituze,

In China (Taiwaun}, the rise in foreign assets—
associated with a 50 per cent increase in export re-
ceipts—was the main expansionary force, though
there was also a marked rise in private credit The
principal step taken to contain the effects of in-
creased liquidity was the liberalization of imports:
these rose to a record level, a fifth higher than in
1962

Among the countries tor which appropriate data
are available, the only others to experience an in-
crease in the supply of money significantly greater
than the increase in domestic expenditure were
Greece, the Republic of Viet-Nam and Spain. In all
three countries expansion occurred in both private
and government credit and in foreign assets.

In the aggregate-—taking into account not only
the countries referred to above but also those in
which the rise in the supply of money was more in
line with the increase in expenditure-—the most ex-
pansionary force was private credit in about half of
the cases, government credit in about a third and
foreign assets in about a sixth, Government credit
was an auxiliary factor in half the countries, for-
eign assets in rather less than half and private credit
in rather more than a third A decline in foreign
assets was by far the most important countervailing
contractionary force: it operated in 38 per cent of
the countries, whereas government credit was cut
in only a fifth of the countries and private credit in
less than an eighth.

Outlook®

Because of the widespread improvement in ex-
ternal balance in 1963, the primary exporting coun-
tries generally entered 1964 in hetter economic shape
than they had enjoyed at the outset of the Decade
of Development. Their combined lguidity had re-
ceived a considerable boost during 1963 and the
average price of their major export products in the
Arst quarter of 1964 was almost 9 per cent above
the corresponding figure a year earlier. And the
import requirements of the industrial countries that
constitute their main market were stifl rising. Com-

® This scction is based in part on replies received from
Governments to the United Nations questionnzire of Novem-
ber 1963 on economic trends, problems and policies.

mercial stocks were in most instances in reasonable
relationship with current rates of absorption, and
the latter were generally still moving upwards, Gov-
ernment-held stocks, though relatively large in some
cases, were being disposed of, if at all, in a manner
calculated to stabilize rather than disrupt interna-
tional markets. All in all, market prospects for the
primary exporting countries continued to be favour-
able.

Among the major commeodities entering interna-
tional trade, relatively few seem likely to vield a
lower average export unit value in 1964 than in
1963. Among the principal food-stuffs, rice and
sugar are the only items for which the market bal-

VU U ORI S
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ance has changed perceptibly : the 1963/64 rice har-
vest is at a record high, with substantial increases
in the output of some of the leading net importers,
while the 1963/64 sugar crop is 8 per cent above
that of 1962/63 and only slightly below the 1960/61
record, with a sharp recovery in Furope and fur-
ther gains in North America, the main importing
regions. Cocoa and the poorer grade of tea may also
vield lower unit values, though in these cases the
average for the year as a whole depends much more
heavily on output in the second half.

In the case of the vegetable seeds and oils, indi-
cations are that lower unit values may be realized
for the softer oils—particularly olive, which was in
very short supply in 1962/63, but also soya-bean
and ground-nut—angd rather higher unit values for
the harder (palm) oils and also for linseed cil. To-
bacco seems unlikely to hold the sharp rise in unit
values realized in 1963.

The only other agricultural commodities for which
1964 is unlikely to bring any strengthening of the
market are the principal raw materials, the supply
of which has risen in the face of erosion of demand
by substitutes, Most important among these are cot-
ton—particularly the short and medium staples—
rubber and hides and skins. The striking failure of
rubber prices to respond to the great upsurge in
motor-car production in 1962 and 1963 is evidence
of the extent to which the capacity to produce syn-
thetic types has expanded; in 1904 the price of nat-
ural rubber will probably continue to bump along
the floor set by that of synthetic.

Among the minerals there is a sharp contrast be-
tween the ferrous and non-ferrous sections of the
market. Among the latter, prices were rising through
most of 1963 and the ecarly months of 1964 so that
the average export unit value for 1964 is almost cer-
tain to be appreciably above the 1963 level. Among
the ferrous metals, on the other hand, excess ca-
pacity in the steel industry, along with continuing
competition from substitute materials, still seems to
be exerting a depressing effect. There are few signs
of any immediate recovery in the unit values of iron,
manganese and chromium ores. Excess capacity is
also likely to prevent any increase in petroleum
prices; indeed the discounts quoted increasingly in
the past few years will probably continue to he a
feature of the market, though not one that affects
the receipts of most of the resource countries.

Subject to the qualifications implicit in this assess-
ment of market prospects of individual commodities,
the foreign exchange earnings of the primary ex-
porting countries seem likely to continue to increase
at a substantial over-all rate. There is no reason to
expect receipts from the sale of services—Ilabour,
transit, tourism, shipping and so on—to cease the

strong upward movement of recent years. And in the
light of pledges already made, loans negotiated but
not yet disbursed, and the greater attractiveness that
the improvement in external balance of many of
the primary exporting countries may be expected to
exert on private investors, it is not unlikely that
capital receipts in 1964 will exceed those of 1963,
at least in the aggregate.

One of the reasons for the massive improvement
in external Hquidity in 1963 was the tendency for
imports to lag well behind exports. Import expendi-
ture picked up in the course of the year--almost the
whole of the increment in the imports of the devel-
oping countries occurred in the second half of 1963
~-and, given the general easing of balance of pay-
ments pressures, the expansion in imports may be
expected to continue in 1964, Even if export earn-
ings are buoyant, there is unlikely to he another
major increase in reserves. Indeed, many countries
may be prepared to countenance a reduction in li-
quidity in the interest of meeting development needs.

From what is known of 1963/64 crops, total agri-
cultural output in the primary exporting countries
is likely to show a greater advance over the preced-
ing season than was the case in 1961/62 or 1962/63.
With foreign exchange availability constituting less
of a bottle-neck and with incomes in the export sec-
tor registering a further advance, it is probable that
industrial production will also increase to a greater
degree than it did in 1963. In the aggregate, there-
fore, the scene would appear to be set for an expan-
sion in gross domestic product greater than has so
far been achieved in the nincteen sixties.

Aggregates and averages, however, will again con-
ceal wide divergences in individual country per-
formance. This is not to say that advances in ex-
ports, in liquidity and in domestic production will
be concentrated in the more developed of the
primary exporting countries in the way in which
they tended to be in 1963. Some of these countries
were beginning to show signs of strain by the end
of the year. In Australia and New Zealand, for ex-
ample, unemployment had been reduced to extreme-
ly low levels and in South Africa various hottle-
necks had emerged, most notably in the construc-
tion industry. Early in 1964, monetary restraints be-
gan to be applied in Australia and then in New Zea-
land, raising interest rates, reducing commercial
bank credit and tightening minimum hire-purchase
terms, In South Africa a number of capital projects
in the public sector were postponed.

Though the contrast between the more advanced
and the less advanced of the primary exporting
countries may thus be less marked in 1964 than it
was in 1963, there are a number of significant dig-
parities within the less developed group itself which
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are likely to make for differences in performance in
1964, To judge by developments in 1963, perhaps
the most significant of these are the inflationary
wage/price spiral and the agricultural bottle-neck.
The lag in countries in which these factors operated
accounted for most of the difference in growth rates
between the developing countries and the more ad-
vanced primary exporting countries in 1963. And
they are lkely to hold down growth rates in a num-
ber of developing countries in 1964. The problem
which remains to be solved is that of raising domes-
tic productivity and imported supplies at a rate
which would be sufficient to forestall inflationary
demands for higher wages and incomes.

By severe deflationary measures, Argentina has
put itself into better external balance, but at the ex-
pense of a sharp drop in gross domestic product. It
is in a position to let imports expand in 1964 but,
with the budget still running a substantial deficit,
the large increase in industrial production that is
required will have to be accompanied by increased
saving if the inflationary cycle is not to be set off
again. Even though imports have been virtually
frozen for four years, Brazil has not yet improved
its external balance to the point at which the expan-
sion required for further internal development can
be contemplated. The rise in hard arabica coffee
prices that started in the third quarter of 1963 and
was still under way in the early months of 1964 will
assist in reducing balance of payments pressure® and
a resumption of capital inflow is likely to assist, but
the year began with a doubling of the minimum wage
and the budget deficit is the largest ever, so that the
task of slowing down the rise in domestic prices
will require a massive increase in available supplies.
A very poor 1963/64 maize crop and a large con-
tinuing wheat shortfall magnify the difficulties in
the way of this objective.

Qther countries suffering from chronic and acute
internal disequilibrium—such as Chile and Indonesia
—face similar tasks, In Chile the advantages accru-
ing from the devaluation of October 1962 were com-
pletely negatived by the rise in prices in 1963,
In the inflationary circumstances prevailing, wage
agreements negotiated in 1963 were to last only a
single year and another round of wage increases is
expected in 1964. In combination with another bud-
getary deficit, this will complicate the problem of

®*The extent to which Brazil's coffee earnings may be
expected to rise, however, is by no means certain. One of
the reasons for the increase in coffee prices has been the
decline in Brazilian production which has helped to bring
supply down nearer to recent levels of consumption. But
first estimates of the 1964/65 crop suggest that drought and
frost have reduced output to less than 40 per cent of the
average of the second half of the nineteen fifties. Unless
there is a2 rapid recovery of damaged trees, the benefits of
the price rise will accrue only to Brazil's competitors.

stabilization. The rise in copper prices that started
early in 1964 may make it easier to increase sup-
plies from abroad, but, as in the case of Braril, the
extent to which foreign exchange earnings will bene-
fit is rendered doubtful by the fact that one of the
factors inducing the rise in price was an expected
cut in Chilean output in consequence of a labour
strike.

In the case of Indonesia, little assistance can be
expected from the movement of export prices. The
stabilization measures enacted in May 1963 were
aborted partly by the country’s inability to finance
a larger volume of supplies from abroad, partly by
the continuation of a large budget deficit. Both diffi-
culties have been carried forward into 1963/64. The
external problem, indeed, seems to have heen accen-
tuated by another poor rice harvest: with an output
not significantly above the average for the second
lialf of the nineteen ffties, a further increase in im-
ports will be necessary.

Agriculture also poses problems in many develop-
ing countries that are naot in the grip of acute infla-
tion. In India, for example, the growth of agricul-
tural output in the course of the current (third) five-
year plan has heen only about half the target rate
of 5 per cent per year—barely keeping pace with
population. Though 1963/64 wheat and rice crops
are likely to be well above the disappointing yields
of the two preceding seasons, the food grain objec-
tives of the plan are not likely to be realized. This
failure continues to complicate hoth the task of hold-
ing the domestic price level in the face of rising de-
mand and the task of maximizing the development
potential of the import basket.

The United Arab Republic also faces agricultural
difficulties arising from high population density and
rate of growth. Here the Government is taking an
increasing part in production decisions, aiming to
raise yields per acre and to secure an optimum divi-
sion of farm capacity between cotton (largely for
export) and rice and other grains {largely for do-
mestic consumption). With food production rising
at only about one per cent a year, food imports have
come to play an essential development role and food
aid—largely from the United States—has come to
be a vital form of economic assistance.

Where agriculture has not been such a drag on
the economy, production expectations for 1964 are
generally much higher. In China (Taiwan), for ex-
ample, agricultural output is expected to sustain
higher exports and domestic price stability and an
8 per cent increase in gross national product is pro-
jected for what is the final year of the third four-
year plan. In Mexico, agricultural output is also ex-
pected to rise in the wake of recent investment in
irrigation and the year should be one of balanced
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growth. In Thailand, a rise in yield per acre is ex-
pected to result in an increase of rather more than
3 per cent in agriculture, As other sectors will be
expanding more rapidly—manufacturing at 10 per
cent—a gross national product growth of just under
6 per cent is projected. This may reguire a larger in-
crease in imports than can be financed by increased
exports—given current price expectations for rice,
rubber and jute-—and reserves may be drawn upon
for the purpose.

In these and in other countries where, under de-
velopment plans, growth rates ranging from 5 to 9
per cent are expected in 1964, the targets set for
agriculture remain vulnerable to unfavourable turns
it the weather and other ratural conditions. And,

agriculture still heing the dominant contributor to
the gross domestic product—and often to foreign
exchange earnings as well—over-all rates of growth
remain correspondingly vulnerable,

Perhaps the most important outcome of the gen-
erally favourable external circumstances enjoyed in
1963 and promised for 1964 may lie in the oppor-
tunity that will have been provided to apply addi-
tional resources to meet the two development prob-
lems that have emerged so clearly in recent years—
the almost universal need to stabilize and male more
productive domestic agriculture and the not unre-
lated need (less widespread but more pressing) to
restore a better balance between demand and the
available supply.



Chapter 3
RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES

Industrial production of the centrally planned
economies of eastern Europe continued to increase
at high rates in 1963. The pace of expansion con-
tinued to slow down throughout the region, how-
ever, and in Czechoslovakia industrial output actu-
ally declined.

The total output of agriculture in eastern Europe
was seriously affected by the decline in production
in the Union of Soviet Socialist Republics, where
particularly adverse weather caused a sharp decline
in crops and the resulting fodder shortage led to a
reduction in livestock. In other countries agricul-
tural production incremsed, in some cases substan-
tially. Here too, however, unfavourable weather was
a factor restraining the expansion of output.

As a consequence of these changes in the two
major sectors of the economy, the growth of national
income slowed down in most countries of eastern
Furope. In Czechoslovakia, national income actually
declined in 1963.

In mainland China, a further improvement in in-
dustrial and agricultural production occurred for the
second consecutive vear, indicating the continuation
of the process of recovery from the very low level
of output of 1960 and 1961.

Investment activities also presented a rather
diversified pattern of change. In all but two eastern
Furopean countries, the growth of fixed investment
slackened in 1963. Czechoslovakia, however, experi-
enced a very steep decline in fixed investment.

In all centrally planned economies, retail sales
and personal consumption increased in 1963; in some
countries the increase was faster than in 1962, The
over-all balance between supply and demand for
consumer goods was maintained in some countries
but deteriorated in others either because of the

greater than anticipated increase in money pay-
ments or the lower than planned increase in supply.
Specific shortages, especially of products of animal
husbandry and some manufactured consumer goods,
were apparent in most countries. On the other hand,
in some countries the inadequate structural adap-
tation of supply to demand resulted in a further
accumulation of stocks of consumer goods.

In general, there were some increases in both
money wages and prices in 1963. On balance, how-
ever, there was a small improvement in real wages.

Foreign trade of the European centrally planned
econiomies as a group also slackened in 1963, mainly
because of the slowing down in the trade of the
Soviet Union, which is by far the largest trading
country in the region, The trade of the centrally
planned economies with the rest of the world in-
vreased more slowly than their trade among them-
selves, This was in contrast to developments in 1962
when the pattern was just the reverse, In mainland
China, trade with the Furopean centrally planned
economies continued to decline in 1963, while trade
with the rest of the world increased.

Among the policy problems of 1963, those which
aroused particular interest were the increasing tend-
ency towards important reforms of the methods of
planning and management; the exceptional situation
in Czechoslovakia where internal and external im-
balances, similar in some respects to those experi-
enced by other centrally planned economies, resulted
for the first time in an absolute decline in output,
and changes in agricultural policy of the Soviet
Union which are expected to have far-reaching
effects on future growth of output and of exports of
agricultural commodities to other centrally planned
economies.

Developments in agriculture

The developments in agriculture in 1963 were in-
fluenced by the adverse weather which resulted in
a decline in yields of certain crops and by scar-
cities of fodder which seriously affected animal hus-
bandry in most eastern Furopean centrally planned
economies, The impact of the adverse weather on

58

agricultural production was most pronounced in the
Soviet Union, where it caused a sharp decline both
in crops and in livestock numbers. In other Eurc-
pean countries, declines in certain crops—particu-
larfy grains—were compensated by increases in
others and, consequently, total output was gener-
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ally higher than in 1962, In contrast, because of
fodder shortages resulting in part from the inade-
quate harvest in 1962, output of animal hushandry
declined in virtually all of the centrally planned
economies. In all European centrally planned econ-
onties, the output levels reached in 1963 were sub-
stantially below the targets set in the annual plans.
Among countries for which global data are available,
the highest rate of increase~—more than 6 per cent—
was achieved by Czechoslovakia, followed by Fun-
gary and Poland, which increased their agricultural
output by close to 5 and 4 per cent, respectively
{see table 3-1).

In Czechoslovakia, the favourable results achieved
in 1963 were not sufficient to compensate for the
fall in output suffered in 19625 in consequence, the
past year's output has remained about 2 per cent
helow the levels reached in 1960 and 1961. In Po-
land, also, the losses suffered in 1962 were not en-

Table 3-1.

tirely recovered, but while the exceptionally high
1961 level of agricultural production has not been
regained, the 1963 output was about 5 per cent
higher than that of 1960. In Hungary, where pro-
daction fell by about 5 per cent between 1959 and
1960 and increased by an average of one per cent
per year in 1961 and 1962, the improvement achieved
in 1963 raised output almost 7 per cent above the
level of 1960 and some 2 per cent above that of
1959,

In Bulgaria, agricultural production increased by
fess than one-half of one per cent between 1962 and
1963 and was only slightly higher than in 1960. The
rise was not much greater in Eastern Germ’my in
1963 it was one per cent greater than in 1962, and
still helow the level reached in 1960, Tn Romania,
for which no data on total agricultural output are
available for 1963, production seems to have in-
creased in the order of 3 per cent, following a 9 per

Changes in Gross Agricultural Output, 1960-1963

(Percentage change owver preceding vear)

1963
Country and sfem 1960 1961 1962
Planwcd Actial
Bulgaria
Gross agricuftural output e 33 —3.5 42 170 04
L8 o - i8 —03 88
Animal g)roducts 64 84 —37
zechoslovakio
Gross agriculturai output . 54 e e G 95 65
Crops ....... 96 w31 —120 184 15.0
Animal prodat.ts e 16 29 —32 13 w15
Eastern Germany®
Gross agricultural eutput .. ... . 63 —15 03 10 1.0
Hungary
Gross agiieulural output ........ .. .. —48 07 16 125 45
Crops o oovninnanan.. —G1 -39 39 200 85
Animal products . —51 64 ~03 60 —15
Poland
Gross agricultural outpuet .. ... .. .. ... 54 104 —85 58 38
Crops 7.9 1146 —14.2 116 113
Animal I}roducts e 19 g5 e —2.0 —G.1
Romania
Gross agricultural output ...... . ... . 16 80 —8.0 170
00 o1 T —17 34 ~9.0 205
Animal products N 04 187 —51 02
USSR
Gross agriceltural output ... ... ..., .. 23 26 1.3
Crops ... 36 20 —
Animal p!oéucts ......................... —1.0 4.5 25

Source: Reports on  fulfilment of plans;
national statistical yearbooks and statistical
builetins, and replies of Governments to the
United Nations questionnaire of No vember
1963 on cconemic trends, prablems and policies.

*In current prices; the percentage increase

in output in 1963 is estimated on the basis
of data on plans for 1963, actual data on 1962
and the statement indicating that the plan
has been fulfilled See Dic Wirtschajt (Berlind,
7 October 1963 and Newes Dentsclland
(Berlin), 5 Janvary 1064,
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cent decline in 1962 and an 8 per cent increase in
1961. In consequence, agricultural production in
1963 was still below the level reached in 1961 and
only slightly above that of 1960. In the Soviet Union,
the fall in agricultural production in 1963 cannot
be assessed with any precision. It seems, however,
that this decline was at least equal to and most likely
greater than the cumulative gains achieved in the
three preceding years when total production was in-
creasing at an average annual rate of about 2 per
cent,

In mainland China, for which no output data have
heen announced after 1959, the situation in agri-
culture seems to have improved in 1963 for the sec-
ond consecutive year. Grain output, which, accord-
ing to official statements, has exceeded the 1953-1957
average, was still substantially below the exception-
ally high production levels of 19539, but considerably
above the extremely low levels of 1960 and 1961.
Compared to 1962, the estimated grain output was
some 10 per cent higher in 1963. Output of animal
hushandry, especially of pork, and production of
vegetables also improved, partly because of a sub-
stantial increase in output on the private plots of
members of collective farms,

The main feature marking the slow progress of
agricultural production in the centrally planned econ-
omies of eastern Furope during the past three years
has been the stagnation in grain output. Qutput of
principal grains in countries other than the Soviet
Union has remained, during the past three years,
consistently below that of 1960 In the Soviet
Union, which is the main supplier of grain to other
centrally planned economies, grain production rose
by 3 per centf in 1961 and by another 7 per cent in
1962 but it fell sharply in 1963. It should be added
that in 1959, 1960 and 1961 grain production was
lower than in 1958 and in 1962 it exceeded the leve]
reached in 1958 by 5 per cent®

The most significant change in crop production
took place in the Soviet Union, where the excep-
tionally adverse weather affected almost all regions
of the country and resulted in a disastrous decline.
No official data were published on Soviet grain out-
put in 1963 and, therefore, only very broad esti-
mates can be made on the basis of indirect informa-
tion. The announced purchase of 14 million tons of
grain from abroad cannot be considered as indicat-

*Compared to 1960, the output of principal bread grains
of eastern European countries other than the Soviet Union
was smaller by 3.5 per cent in 1862 and by 54 per cent in
1963. The aggregate index of output of principal grains—
wheat, rye, barley, oats and maize—based on 1960 = 100, was
in 1961 : 984 1962: 95.8; 1963: 975,

?The index of output of alf grains in the Soviet Union
based on 1958 — 100 was: 1959: 892; 1960: 95.2; 1961 : 97.7;
1962: 105. Net exports of grain fram the Soviet Union to the
centrally planned economies amounted to 5 million tons in
1960 and 1961 and to 5.9 million tons in 1962

ing the magnitude of the decline in output since, in
addition to foreign imports, the deficit could have
heen covered, at least in part, by a reduction in ex-
ports and by the decumulation of stocks.® Assuming
that the Soviet grain output declined in the same
proportion as state procurements, that is, by about
21 per cent, the output of grain in 1963 would
amount to some 118 million tons, that is, about 30
million tons less than in 1962. There are reasons to
believe, however, that output has fallen proportion-
ally more than deliveries. As in some areas all
crops were destroyed or at least fell below the eriti-
cal level, an increase in the ratio of deliveries to
output in less affected areas could have been im-
posed as an emergency measure, necessary not only
to ensure the required supply to the urban popu-
lation but also to provide grain to the most affected
state and collective farms. Such a rise in the share
of procurements in certain areas could have been
conceived as a temporary measure to be followed
JTater by a reverse flow of grain from the State to
the farms after an improvement in total supply had
been brought about through imports. In consequence,
total deliveries could have declined proportionately
less than output in the exceptional situation of 1963,
although in the past fluctuations in either direction
have usuwally been more pronounced in deliveries
than in output. In fact, a statermnent made at the end
of 1963 by the Chairman of the Economic Committee
of the Council of Nationalities of the Soviet Union
seems to imply that the actual percentage decline in
grain production might have been much greater than
the 21 per cent fall in government purchases of
graint

In contrast to output of grain, that of industrial
crops and potatoes in the Soviet Union was more

8 Total exports of grain declined from 78 million tons in
1962 to 6.2 million tons in 1963. It is possible that the fall in
1963 output may have a greater impact on 1964 exports,

4 According to this statement, published in Prevda {Mos-
cow), 17 December 1963, average annual output of grain
during 1959-1963 exceeded the annual average during the
preceding five years, 19541658, by 908 million poods, that is,
by 147 million tons. Since the annual average output of grain
during that period amounted to 113 2 million tons, the increase
of 147 million tons would raise the annual average produc-
tion in 1959-1963 to 127 9 million tons. In conseguence, total
output during the five-year period would amount to 639.5
miilion tons and, since grain production during 1959-1962
was equal to 546 5 million tons, the residual, that is 93 mil-
lion tons, would correspond to the 1963 production. Com-
pared to the 1962 output of 148 million tons, this would
indicate a decline in grain praduction of 55 million tons,
that is, about 37 per cent of the 1962 output,

It should be added, however, that this calculation is based
on the most commonly used statistical series which, in addi-
tion to grain, includes pulses and maize in the lacto-cerotic
stage. Another series, provided by the Statistical Yearbook
of the Soviet Union, does not include unripened maize. On
the assumption that the data indicated in the above-mentioned
statement refer to the less comprehensive series, it may be
inferred that the output of grain fell from 140 million tons
in 1962 to 109 millior: tons in 1963, that is, by 31 million tons
or 22 per cent,
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satisfactory. The cotton crop was excellent, exceed-
ing by more than 20 per cent both the 1962 output
and the average output of 1960-1962. No data were
published on the output of sugar-beets and potatoes.
State procurement of sugar-beets fell by 6 per cent
(see table 3-2), while procurements of potatoes in-
creased by as much as 40 per cent, which seems to
indicate a certain decline in output of sugar-beets
and a rise in the potato crop, although not neces-
sarily proportional to changes in procurements, It is
likely that the exceptionally large increase in potato
procurements was in part the result of emergency
measures tending to reduce the effect of the deeline
in government purchases of grain on the food supply
made available to the urban population.

In other centrally planned economies, crop pro-
duction was generally higher than in 1962, although
changes in output of various crops were uneven, re-
flecting differences in the impact of weather on in-
dividual crops or changes in their respective acreage,

While no data on crop production are available
for Fastern Germany, the comparison of the index
of total agricultural production with data on changes

in livestock and increases of products of animal hus-
bandry seems to indicate that the 1963 crop was
lower than or at most equal to that of 1962,

In Hungary, output of wheat and barley declined
by over 20 per cent, but a 10 per cent increase in
maize production partly compensated for this de-
cline; however, since cutput of other grains fell,
total grain output was 6 per cent below that of 1962.
Qutput of sugar-beets increased by 28 per cent and
that of vegetables by 10 per cent. Qutput of fruit
also increased.

Bread grain output declined also in Bulgaria and
Romania, while the output of maize increased sub-
stantially in both countries. In Bulgaria wheat pro-
duction declined by about 10 per cent but maize pro-
duction rose by the same percentage and tota] out-
put of these two crops fell by about one per cent.
In Romania, however, the 6 per cent decline in bread
grain was more than compensated by a 20 per cent
Increase in maize, resulting in a 9 per cent increase
in aggregate production. The increase in maize was
mainly the result of an extension of acreage,
achieved at the expense of other crops. Total grain

Table 3-2. Output and Procurement of Major Crops, 1955-1963
(Millions of tons)

Graingt Sugar-beets Potatoes
Coumtry and item Average 1951 1962 1943 Average 1951 1962 1963 Average 1961 1962 1963
1955-1960 19551960 19551960

Bulgaria

Output ....vvvu.. R 432 434 4.40 431" 116 146 112 034 (.45 0.32 041

Procurement ...... 1.1 12 12 114 142 1.08 e

-zechoslovakia

Output .....vvvu.. 530 5.66 569 576° 620 6.89 581 773 7.38 533 500 639
Eastern Germany

Quiput ........... 6.06 484 594 pan 6.99 4.66 497 130 943 1328 aes

Procurement ...... 20 17 19 19 6.53 441 an 3.51 2586 373 3.88
Hungary

Qutput ........... 6.39 607 669 629 2.36 236 2485 339 248 163 170 1.88

Procurement ...... 147 152 149 1.14 228 230 261 v 037 043 044 0.55
Foland

Output .....onv... 1343 1546 1345 14.5 766 1136 1008 1060 3476 4520 3782 4485

Procurement ...... 24 2.6 2.0 22 766 1156 1008 1060 307 419 411 465
Romania

Qutput ........... 927 1061 968 104 235 291 218 240 285 288 260 270
USSRe

Cutpat ....ivuens 1180 1380 1482 . 389 509 474 . 84.0 843 60.7 s

Procurement ...... 44.4 521 566 448 378 47.7 439 414 72 74 57 80

Sounrce: See table 3-1.

*Data on grain output in the Soviet Union include =il
cereals as well as unripened corn in terms of grain equiva-
lent and pulses.

®Based on official data refating to output of wheat
and corn and on estimates of production of other grains
in 1963. Aggregate crops of wheat and corn amounted

to 3.6 million tons both in 1962 and 1963.

* Estimated on the basis of reported output of wheat
and corn and on preliminary data on yields for rye, harley
and oats, assuming that the sown area for these cultures
remained the same as in 1962,

* Average indicated in the first column for each com-
modity refers to 1954-1960.
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production declined in Bulgaria by approximately
the same extent as the combined output of wheat
and maize, while output of potatoes rose by almost
30 per cent. In Romania, total production of grain
rose by 7 per cent and output of sugar-beets in-
creased by about 10 per cent,

The improvement in crop production in Czecho-
slovakia and Poland was very substantial. In Czecho-
slovakia the output of wheat increased by 6 per
cent, of maize by 34 per cent and of potatoes by 28
per cent, and the sugar-beet harvest was the second
highest in post-war years, exceeding the 1962 pro-
duction by 33 per cent. In Poland, the output of
four major crops increased by about one million tons
in 1963, that is, by 8 per cent over the preceding year
without, however, reaching the level of the excep-
tionaily good harvest of 1961, Potato output in-
creased by 18 per cent and the 1963 crop was the
second largest of the decade. Output of sugar-beets
also increased, by 5 per cent, despite 2 reduction in
the area under this crop.

Supply of fodder in most of the FEuropean cen-
trally planned economies deteriorated under the im-
pact of the poor results of the 1962 harvest and of
the 1963 drought. The effect of the decline in the
supply of animal feed was particularly adverse in
the Soviet Union where the number of pigs de-
clined by 29 million, that is, by about 42 per cent of
the 1962 population, eliminating the total increment
in pig numbers achieved during the previous seven
years (see table 3-3). The number of sheep and
goats was reduced by 5 per cent, and the number of
cattle fell by about 2 per cent, even though the num-
ber of cows increased slightly. The considerable dif-
ference between the decline in pigs and that in cattle
was obviously the effect of a deliberate policy which
tended to reallocate the reduced supply of animal
feed in such a way as to preserve the stock of cattle
at the expense of pigs, the numbers of which can
be recovered at a much faster rate. The percentage
decline was somewhat higher for privately owned
cattle than for the stocl belonging to the siate and
collective farms, and substantiaily greater for priv-
ately owned sheep and goats. In contrast, the de-
cline in pig numbers, which was as high as 49 per
cent in the state and collective farms, amounted to
only 19 per cent for the privately owned stock.

Tn other countries, which were much less affected
by the deterioration in the supply of animal feed,
the decline in livestock was considerably less than
in the Soviet TInion. It is notable, however, that in
some of these countries the percentage decline in
cattle was greater than in the Soviet Union,

In Hungary, the number of cattle fell by 5 per
cent and that of cows by 4 per cent, while the num-
ber of pigs declined by about 10 per cent. In ab-

Table 3-3. Livestock Numbers,* 1961-1963

{Thousands)
Catile
Country and yoar P———— S 1 Sheep
Lotal Cows

EBulgaria

1961 ... e 1,783 550 2,331 10,161

1962 . ..o e 1,759 600 2,066 10,107

1963
Czechoslovakia

1061 ... e 4,518 2,062 5,895 603

1962 ... 4,507 2,045 5,897 524

1963 .. .o e 4,480 1,984 5,845 678
Lastern Germany

1961 . .. ee 4,548 2,176 8,864 1,930

1962 . ... 4,508 2,002 8,045 1,792

1963 ... e 4,614 2,102 9,289 1,889
Hungary

1961 . .o e 2,021 848 8,423 2,643

1062 . e 2,003 806 7772 2,850

1963 .. .oaiin i 1,908 773 7,041 3,043
Paland

1061 e 9,168 5915 13434 3,494

1962 i i 0,580 6,022 13,817 3,300

1963 .. e 9,840 6,070 11,653 3,100
Romania

1961 ... aeee 4,767 2,144 4,665 12,285
USSR

1061 oot ovoou.... 82077 36336 66,702 144,408"

1962 e 86,998 37967 69,964 146, 410"

1968 . ............. 85300 38200 40,700 139,200"

Sourck: See table 3-1.

" Based on end of year counts in Bulgaria, Czechoslo-
vakia, Romania and the Soviet Union; December count
for Fastern Germany; October connt in Hungary, except
for sheep (March); July count for Poland.

¥ Including goats.

solute terms, the number of cows privately owned by
members of collective farms and other individuals—
about 50 per cent of the total—declined by 57,000,
while the total decline amounted to only 33,000,
This implies that the private owners were campelled
by the lack of fodder to sell a substantial number
of cows to the collective farms despite the fact that
the Government was not discouraging the expan-
sion of privately owned stocl.

In Poland, in 1963, the number of pigs declined
hy 15 per cent and that of sheep by 6 per cent. In
contrast, cattle numbers increased by 3 per cent,
largely because of the assistance given by the Gov-
ernment to the peasants in providing them with feed.
In Czechoslovakia, there was a steep increase in the
number of sheep, about 30 per cent, which, after two
years of decline, brought their numbers above the
level of 1960, Cattle and pig numbers, however, fell
by about one per cent each and the number of cows
by 3 per cent.




CHArTER 3, RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES

63

No data on livestock are available for Bulgaria
and Romania. It seems, however, that in the latter
country the decline in crops in 1962, followed by
only a partial recovery in 1963, chiefly in grain out-
put, prevented any increase in Hvestock during that
year. In Bulgaria the decline in the number of pigs
seems not to have been arrested in 1963, in view of
the deficient supply of animal feed, while the num-
ber of cattle seems to have remained unchanged.

The only eastern European country where all vari-
eties of livestock increased in 1963 was Fastern Ger-
many. As output of feed-stuffs seems to have re-
muzined unchanged, the total supply of animal feed
prabably expanded since there was a further increase
in imports, which had already risen considerably in
1962. The number of pigs increased by more than
15 per cent, of sheep by 6 per cent and of cattle by
more than 2 per cent, The number of cows and sheep
which had declined in 1962 were still helow the
level of 1960: cattle by one per cent, cows by 3
per cent and sheep by 6 per cent.

The deficiencies in the supply of animal feed in
1963 had a restraining effect on the output and pro-

curement of the products of animal husbandry in
most eastern Buropean countries (see table 3-4).
In many instances output and procurement of meat
have not increased or have increased very little de-
spite the substantial decline in livestock numbers,
These differences indicate a lowering of the average
weight of slaughtered animals, which could be due
to early slanghtering and to an increase of the pro-

portion of younger animals in total slaughtered
stock.

Judging from procurement data, the greatest im-
provement in animal hushandry occurred in Eastern
Germany, where government purchases of meat rose
by 12 per cent, of milk by 0 per cent and eggs by
7 per cent. In the Soviet Union also meat produc-
tion increased by 7.6 per cent and procurements of
meat by 8 per cent. But output and procurements of
mill declined by 4 and 2 per cent, respectively, Out-
put of eggs fell by some 4 per cent, but purchases
rose by 2 per cent. Among other countries for which
data are available, Czechoslovakia showed only a
slight increase in the output of meat and milk. In
Hungary, output of milk and eggs remained un-

Table 3-4. Output and Procurement of Livestock Produets, 1955-1963

Meatn Afiihy Eggse
Country and item Average iR6! 1962 19463 Average 1961 1962 1963 Averange 1961 1962 1943
19331960 19551960 1955-1960
Bulgaria
Qutput ..onvnonn. . 043 049 052 090 115 1.09 1.13 094 140 132 125
Procurement .. ... 024 031 034 041 671 071 051 o0 082 0714
sechoslovakin
Catput R {87 0.94 099 100" 361 385 355 353 203 235 237 243
Procurement ... ... . 079 083 083 . . . ! 122 . !
Easiern Germany
Output ......... .. 126 141 122 . 540 561 522 .. 281 360 310 o
Procurement ... .. 94 111 109 112 399 405 4.63 492 155 235 200 221
Hungary
Cutput o e - . 172 184 175 175 160 190 183 183
Procurement .. . .. 045 054 063 065 .61 075 G735 085 042 049 044 046
Foland
Cutput ........ ... 202 239 244 230 1098 1239 1242 1212 467 614 607 574
Procuremoent 1.27 173 1.76 164 3.15 386 384 35 191 2490 282 246
Rountonia
Output ... venen. 087 106 229 293 197 260
USSR
Output®* ... . 137 141 157 169 548 G20 639 612 227 293 301 238
Procurement .. .. 579 7.33 860 930 208 75 292 285 451 7 38 850 870

Sounce: Sce table 3-1; Planovand Hospodarsivi, No. 12,
1963 (Prague), page 5

" Millions of tons in terms of live weightl, including
poultry.

* Billions of Hires.

° Billions.

¢ Estimated on the basis of rcturns for nine months.

* Estimated on the basis of reported production vaiue

given in Planované Flospedarsted, No. 12, 1963, page 5,
assuming no change in prices between 1962 and 1963,

f It has becn officially reported that procurements of mill
increased by 035 per cent and of epps by 124 per cent
over 1962,

* Excluding poultry.

Blive weight estimated by the use of a conversion co-
efficient derived for each year from daia on procurcments
expressed in live and in ecarcass weight
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changed while that of meat seems to have fallen, In
Poland, output of meat, milk and eggs declined by
4, 2 and 5 per cent, respectively, while purchases of
meat and milk declined by 7 per cent each and those
of eggs by 13 per cent.

While no data on changes in output of meat are
available for Bulgaria and Romania, it seems that
in these two countries production either declined or
remained at approximately the same level as in 1962,
Output of milk, however, increased in Bulgaria by
about 4 per cent, while that of eggs fell by about
5 per cent.

The supply to agriculture of machinery and equip-
ment, as well as of fertilizers, continued to expand

in most of the centrally planned economies in 1963
{see table 3-5). Deliveries of tractors increased sub-
stantially in Hungary, Poland, Romania and the
Soviet Union, but only slightly in Eastern Germany,
while in Czechoslovakia they fell by about 20 per
cent. In contrast, in all countries except Hungary,
deliveries of combines were lower than a year earlier.
In most countries the supply of fertilizer per hectare
of sown area increased for the second consecutive
year, in some cases very substantially, reflecting in-
creased efforts to improve yields. In Bulgaria, the
increase in supply of fertilizers per hectare of sown
area amounted to 35 per cent, in Hungary, to 9 per
cent, in the Soviet Union, to 8 per cent, in Czecho-
slovakia, to 7 per cent and in Poland, to 2 per cent.

Table 3.5. Deliveries of Tracters, Grain Combines and Chemical Fertilizers to Agrienlture, 1961-1963

Tractorst Combiness Fertilizersd

Couniry

1261 1962 1963 1961 1962 1963 1961 1962 1963
Bulgaria ........... Crruseauee s vae 42 e — aer 294 314 42.0
Czechoslovakia® . ............. 140 162 129 35 21 1.2 697.6 11290 1200
Eastern Germany®* ......... - 7.1 14.0 14.1 12 23 18 206.0 2032 .o
Hungary ....... e iveususus 49 7.3 95 02 12 18 41.3 534 58.0°
Poland ... .. civiiiiiiinua 129 178 206 04 0.5 was 51.9 58.6 a0.0
Romania . ..covunsivniivienns 121 9.3 10.3 60 57 36 - 15.0
USSR .. ........ e R 1853 206.0 2380 700 792 770 13.3° 1440 156"

Source: National statistical yearbooks, and reports on
fulfilment of plans.

* Thousands of physical units,
] ”é(ilogrammes of pure content per hectare of arable
and.

¢ Tractors in 15-h.p. units,

4 Tractors and combines in socialist sector onmly; ap-
plication of fertilizers in total agricufture.

® Calculated from data in gross weights by applying the
official conversion rates.

Developments in industry

Unlike agricultural output, industrial production
of the centrally planned economies continued to ex-
pand at a relatively high rate, although the pace of
growth again slowed down in 1963, In the aggre-
gate, industrial production of the European cen-
trally planned economies rose by 7 per cent in 1963,
compared to a 9 per cent rise in 1962, While indus-
trial growth slackened in all European centrally
planned economies, the extent of the change varied
considerably; in consequence, the rates of indus-
trial growth of individual countries diverged much
more than in the past (see table 3-6). In mainland
China, industrial production continued to improve at
an accelerated rate, although the main emphasis was
still placed on reorganization and improvement in
quality rather than on maximization of growth rate.
In eastern Hurope, the highest rates of industrial
growth-—12.5 per cent and 10 per ceni, respectively
—were again achieved by Romania and Bulgaria, the
two less developed countries of the region. Next in
line were the Soviet Union and Hungary, where in-

dustrial production increased by 8.5 per cent and
7 per cent, respectively, The smallest deceleration
occurred in the Soviet Union and in Bulgaria—one
percentage point-—followed by Hungary and Ro-
mania where the rates of increase declined by 1.4
and 2.3 percentage points, respectively. The rate of
industrial expansion in other centrally planned econ-
omies was much smaller and the deceleration gener-
ally greater. In Poland, industrial production rose
by only 5.3 per cent in 1963, compared to an 84 per
cent rise in 1962 and the much higher rates of in-
crease achieved in preceding years, In Fastern Ger-
many, the rate of increase was 6.2 per cent in 1962
and 4.9 per cent in 1963, In Czechoslovakia, follow-
ing a 6.2 per cent increase in 1962, and for the first
time since the Second World War, industrial pro-
duction actually declined (by 0.6 per cent) in 19638

£ With the exception of Hungary and Romania, industrial
expansion during the period 1961-1963 was at annual rates
below those reached in 1956-1960. In Hungary, the average
rate for 1986-1960 was seriously influenced by the sharp
decline in industrial output in 1956 following the uprising,
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Table 3-6. Changes in Gross Industrial Qutput®

{Percentage change over preceding yrar)

Average 1963
1956-I9460 1861 1962 Fromm P
Bulgariz .ucneronansocsansnceanns veeeaes . 15.9 117 111 102v 10.0°
Czechoslovakia .......... O, 10.7 BY 6.2 0.9¢ w06
Eastern Germany v.-eovecevensens Cemannen 92 5.9 6.2 64 49
Hungary .coveerrereronaconns eemanaennen 8.1 110 8.2 8.0 70
Poland ...0eveirns eabarnrasanearaers 99 104 84 50 53
ROMARIA wonvnncenneesacnsransnnonnn veens 11.1 153 14.8 12.0 125
USSR tivnvrmnannas anenn f e nane s 104 92 9.5 80 85
TotAL, above countries® 10.3 9.2 9.0 7.3 71

Sounce: See table 3-1,

® Data refer in Hungary and Peland fo state
and co-operative industry, in other countries
to total industry, including state, co-operative
and private industry, the latter consisting
mostly of small handicrafts, Data for Eastern
Germany exclude output of handicrafts; for
the Soviet Unian, output of enterprises attached
to the collective farms is not included.

Developments in the industrial sector were seri-
ously affected by the situation in agriculture in 1962
and 1963, both through its direct effect on industries
using agricultural raw materials and through its in-
direct impact on foreign trade. In some countries,
the need to reduce exports or to raise imports of
agricultural commodities over and above the orig-
inally anticipated guotas had a detrimental effect on
imports of raw materials, fuels and equipment. Dur-
ing the first half of the year, industrial production
was also seriously affected by the extremely severe
winter which resulted in a considerable disruption
of the flow of supplies of materials, fuels and power
and in a substantial increase in absenteeism. In some
countries, output of industries particularly affected
by weather, such as metailurgy, building materials
and power generation, experienced an absolute de-
cline during the first quarter of 1963 over the cor-
responding pericd in 1962. The effect of the smaller
than planned rates of increase during the first half
of the year was partly or fully compensated by an
acceleration of these rates—in some countries a very
significant one—during the second half of 1963.

The adverse weather in 1962 and 1963 was an im-
portant and, in some countries, a decisive factor of
deceleration in industrial growth in 1963, Industrial
growth was also influenced by other decelerating fac-
tors of a more lasting nature, the effect of which on
the growth rates had already become apparent dur-
ing the preceding year. Taking these factors into ac-
count, the plans set for 1963 anticipated a decelera-
tion in the growth rate of industrial production. In
several countries considerable efforts have been made
to improve the co-ordination of production targets

¥ Centrally planned industry,

®State and co-operative industry.

2 Original plan, revised at the beginning of
53

® Agpregated index, weighted by share of
cach country in total industrial cutput of the
area in 1961 as indicated in Mejdunarodnoys
Zign, No. 2, 1963 (Moscow), page 12,

set for various products, industries and sectors in
order to eliminate or widen the bottle-necks on the
one hand, and to arrest the undesirable accummula-
tion of stocks on the other hand. In Czechoslovakia,
Fastern Germany and Poland, the imbalances due
to difficulties in foreign trade and to inadequate
planning and implementation of plans have become
particularly significant during recent years. In
Czechoslovakia, and Poland the poor hatvest of
1962 had a comsiderable impact on the prospective
growth of industrial production in 1963 largely be-
cause of the increased need for imports of agricul-
tural commodities at the expense of imports of in-
dustrial raw materials. The reduced possibilities of
industrial expansion were taken into account in the
formulation of the 1963 plan and in conseguence the
targets were lower than they would have been had
the conditions been better. In Poland, the plan for
1963 provided for a 5 per cent increase in industrial
production, compared to an 8.4 per cent increase in
1962. In Czechoslovakia, however, the situation de-
teriorated to stich an extent that a general reorgani-
zation of industry became urgent. The plan for 1963,
aimed at readjustments and elimination of bottle-
necks necessary to prepare the ground for further
economic growth, provided for a less than one per
cent increase in industrial production. In Eastern
Germany, however, where the process of reorgani-
zation and readjustment had begun in 1961, the plan
provided for a 6.4 per cent increase in industrial pro-
duction, that is, slightly more than the rate of growth
achieved in 1962. In other centrally planned econ-
omies of eastern Europe, the planned deceleration
amounted to about 2.8 percentage points in Romania,
1.5 percentage points in the Soviet Union and to
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less than one percentage point in Bulgaria and Hun-
gary.

The targets set for industrial production in
the plans for 1963 were exceeded in Poland, Ro-
mania and the Soviet Union. In Bulgaria, the actual
achievements were somewhat lower than planned,
but in other countries the differences hetween
planned and actual output were more significant. In
Czechoslovakia, the very modest rate of increase of
less than ome per cent planned for 1963 was not
achieved and industrial production actually declined.

The efforts aiming at improvement in the balance
between supply and demand of raw materials and
fuels and at better utilization of productive capacity
were not always successful even in countries which
were able to exceed the global industrial targets set
for 1963. In some countries, the inability to reach
the planned levels of cutput resulted in under-utili-
zation of capacity. In other cases, a similar effect
was due to a deliberate slowing down of production
of some commedities, motivated by the undesired
accurnulation of stocks of certain poods in low de-
mand. The slowing down of output, whether planned
or unanticipated, was also frequently due to delays
in the completion of investment projects. It seems,
however, that in most cases in 1963 the deficient
supply of raw materials or semi-manufactures was
a more important factor in non-fulfilment of plans for
specific commodities than the delays in bringing new
capacities into operation,

The lack of comparable data on capacity and out-
put in specific industries, even apart from the prob-
lems involved in defining capacity, precludes any
meaningful assessment of the degree of under-utili-
zation of industrial facilities. But official statements
and inquiries relating to specific industries, supple-
mented by data on changes in output, seern to indi-
cate that in several countries output of a number of
industrial commodities was below the level which
could have been reached if the supply of raw mate-
rials had been adequate,

Thus, according to a statement by the Bulgarian
Prime Minister in March 1963, the level of indus-
trial production in that country could have been 20
to 30 per cent higher if the supply of raw materials
had been adequate for full utilization of existing ca-
pacity. Textile and chemical industries were speci-
fically mentioned in this statement. In Poland, an
inquiry conducted in 1963 has shown that in machine
building, for instance, industrial capacity, defined in
terms of a sixteen-hour dailv output, was utilized
only up to 60 per cent. The under-utilization was
due to insufficient supply of materials, power and
gualified Iabour, the latter factor being particularly
significant in the less industrialized regions of the
country and caused in part by the inadequacy of

housing and other facilities. While no similar evalu-
ations are available for other industries, it is obvious
that—in the food industry, for example—the reduced
supply of agricultural raw materials owing to the
poor harvest in 1962 reduced the wutilization of ca-
pacity; in this industry, output declined by almost
3 per cent in 1963, In Czechoslovakia, the under-
utilization of industrial capacity in most industrial
branches is clearly indicated by the fact that output
of ferrous metallurgy fell by almost 3 per cent, that
of engineering by 2 per cent and that of building
materials by 10 per cent. Among consumer goods
industries, production of light industries fell by 2.6
per cent, but that of the food industry increased by
over 4 per cent, The problem of under-utilization
of capacity caused by inadequate supplies of ma-
terials and power or by defective allocation of avail-
able supplies existed in all centrally planned econ-
omies. The solution of this problem was to be
achieved through improvements in the method of
planning and management of industry and more
specifically in the supply allocation system.

In most of the eastern Europe centrally planned
econornies, output of producer goods—defined as
total output of final investment goods and of all in-
termediate goods, irrespective of their destination—
increased faster than that of consumer goods. In
the Soviet Union, output of producer goods rose by
10 per cent, exceeding substantially the planned
target, while that of consutner goods increased by
only 5 per cent, that is, less than anticipated. A
similar pattern of growth was observed in Poland,
where output of producer goods increased by almost
7 per cent, exceeding the planned target, while pro-
duction of consumer goods rose by less than 2 per
cent and was, in 1963, below the level planned for
that year. In Bulgaria and Romania also, production
of conswmer goods grew at a slower rate than that
of producer goods, but the difference between the
respective rates of growth of these two sectors was
much smaller than in Poland and the Soviet Union.
In Czechoslovalda, however, the relationship he-
tween these two sectors changed in favour of con-
sumer goods, the output of which rose slightly, while
total industrial production declined, and in Hungary
production of consumer goods increased faster than
that of producer goods.

In Romania, within the consumer goods sector,
output of light industry increased by 10 per cent,
that is, twice the rate achieved in 1962 (see table
3-7). In Czechoslovalkia, however, it fell by 2.6 per
cent, In the other countries, particularly in IPoland
and the Soviet Union, the rate of expansion was
lower than in 1962, In the latter country the rate
of increase feil from 4 per cent in 1962 to 2 per
cent in 1963 ; with the possible exception of the war
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Table 3-7. Changes in Output of Light Industry and the Food Processing Industry,
1961-1963

(Pereeniage change over preceding year)

Light industryn

Food industry

Consttry 1941 1962 1963 1961 1962 . 1963

Bulgaria ........ en e 120 124 911 154 55 111 &5
Czechoslovakia  ..cvvvvinnvnn. i 70 5.0 —26 60 2.0 . 41
Eastern Germany ..o.vuvvaunecn 49 5.0 - oo 38 — 39 o
Hungary .voonvnannen Veeraraa 94 53 50 5.0 123 70 85 130
Poland ..oovinininienns aman s 7.3 53 22 65 28 07 —27
ROMANIA v vervnncnnrnacsmana. . 200 50 100 100 8.0 - 5.0
USSR ooiivvviinnanensnanse. . 50 4.0 20 70 9.0 6.5 50

Source: See table 3-1.

* Bor Fastern Germany, Mungary and the
Soviet Union, indices as given in national
statistics; for Romania, the textile industry
only; for other countries, indices calculated
from datz on specific industries, namely, for
Bulgaria: textiles, leather and shoes, clothing,
cellulose and paper, glass and china; for
Czechoslovakin: textiles, leather and shoes,

years, this was the smallest rate of growth of light
industry cver registered in the Soviet Union. The
deceleration was caused in part by the scarcity of
certain raw materials and in part by the deliberate
decisions to slow down the growth of production of
certain commodities in order to reduce previously
accumulated inventories.® Similar factors have in-
fluenced the developtnents in light industry in Bul-
garia and Poland, as well as in several other coun-
tries,

Shortages of agricultaral raw materials were the
main, i not the exclusive, reason for the slowing
down or under-fulfilment of plans in food indus-
tries. In Poland, where, in view of the poor 1962
harvest, the plan for 1963 provided for a less than
one per cent increase, output of food industries ac-
tually declined by almost 3 per cent, largely under the
impact of a 7 per cent fall in production of meat and
an almost 11 per cent decline in production of butter.
A considerable deceleration of output occurred in
the Soviet Union where the growth rate of the food
industry fell from 9 per cent in 1962 to 5 per cent
in 1963, as against the planned rate of 6.5 per cent.
Qutput of butter fell by 7 per cent in 1963, hut that
of meat increased by the same percentage. In Ro-
mania alse, a substantial slowing down in the rate
of growth of the food industry took place, from 8
per cent in 1962 to 5 per cent in 1963 By contrast,
in Bulgaria, Czechoslovakia and Hungarv, produc-
tion in food industries increased in 1963 at substan-
tially higher rates than during the preceding year.

*For a review of these problems in the preceding years,

see United Nations, Economic Swrvey of Europe in 1962
{Sales No.: 63.1IF £1), pages 30 to 44

printing, glass, ceramics, china, wood; for
Fastern Germany: textiles, leather and shoes,
wood, clothing, paper and printing, glass and
china; for Hungary: textiles, leather and shoes,
wood, paper, printing, clothing; for Poland:
textiles, leather and shoes, paper, glass,
clothing; for the Soviet Union; textiles,
leather and shoes, clothing, furniture.

The improvement was particularly significant in
Czechoslovalda, where an acceleration in output of
the food industry from 2 per cent in 1962 to 4 per
cent in 1963 was achieved under conditions of a
decline in total industrial production. In Bulgaria,
the rate of growth of the food industry rose from
5.5 per cent in 1962 to 85 per cent in 1963. This
increase was not, however, sufficient to reach the
target of the plan for 1963, which provided for an
11 per cent increase in output of the food industry.
In Hungary, however, the 13 per cent increase in
output of the food industry was considerably in
excess of the planned rate of increase of 85 per

cent, as well as of the 7 per cent increase achieved
in 1962,

Within the producer goods sector, output of elec-
tric power, fuels and ferrous metals increased in
the Soviet Union at 2 much higher rate than in the
other ecastern Furopean countries taken together
{see table 3-8). This however, would not hold true
in all cases if the Soviet growth rates were com-
pared with the growth of output of specific indus-
tries in individual countries.

Output of electric energy increased at a higher
rate than industrial production in most of the cen-
trally planned economies in 1963; the only excep-
tions were IMungary and Peland where the reverse
was true The expansion of output of electricity was
particularly significant in Bulgaria and Romania
where the commissioning of new thermal stations
was an important factor contributing to the rise in
production by 20 and 16 per cent, respectively. Very
high rates of increase were also achieved by the
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Table 3-8. Changes in Output of Fuel, Power and Selected Basic Materials,
1961-1963

(Percentage changes owver preceding vyear}

Otiter castern

Ttem USSR Eurapean countries

1961 1942 1963 1961 1962 1963
[0 T-Y L I —04 4.2 29 53 44 39
Crude oil ....ovvvivvurran 122 120 108 30 6.0 20
Natural gas .....oovvnvnennnn 302 247 220 90 9.5
Electric power .......occiven 121 127 129 9.0 20 6.5
Plgalron  .ooviviainvivnsniann 38 86 61 5.0 90 3.00
Rolled steel ...ovvvveraciunn 8.5 7.3 52 87 84 4.4k
Cement ... .ovevvnvvensvrnns 117 127 64 77 42 4.4
Fertilizer ... ..evvivinivn 104 12.7 150 13.0 144 119
Plasties ©.iiviviininaiarinans 17.5 149 2490 274 20.1 101

Source: See table 3-1.

t Hard coal, brown coal, lignite on a ton-to-
ton basis.

b Excluding Eastern Germany, for which no
data are available for 1963. In the five remain-
ing countries {Bulgaria, Czechoslovakia, Hun-

Soviet Union, where output of electric power rose
in 1963 by 12 per cent. The growth of electric
power production was much slower in Hungary and
Poland, and the rates of increase achieved in this
industry—6 and 4.5 per cent, respectively-—were
smaller in both countries than the growth rate of
total industrial production. In Czechoslovakia, how-
ever, output of electricity increased by 3.8 per cent,
while total industrial production declined.

Among fuels, output of coal increased in the Soviet
Union by about 3 per cent, and in other eastern
European countries by about 4 per cent, that is,
less than in 1962, But in the Soviet Union total
output of fuels increased much more in view of an
almost 11 per cent increase in oil production and a 22
per cent rise in output of natural gas. Qutput of crude
oil in other countries increased by only 2 per cent.

The differences in the growth rates of coal output
among the eastern Furopean countries other than
the Soviet Union were much smaller than in the
case of electric power. The highest rate of increase,
amounting to 7 per cent, was achieved by Romania,
followed by Hungary and Poland, where coal out-
put increased by about 6 per cent in each country.?
In Bulgaria and Czechoslovakia output grew by
about 5 per cent, and in Fastern Germany by less
than 3 per cent. Oil production increased by 7 per
cent in Hungary and by 3 per cent in Romania.

Expansion of output of ferrous metallurgy slacken-
ed somewhat in the Soviet Union and decelerated

TThe 6 per cent rise in the Polish coal output is largely
due to a considerable increase in the extraction of brown
coal, Production of brown coal increased by 38.3 per cent
in 1963 but that of bituminous coal increased by only 32
per cent.

gary, Poland and Romania), aggregate output
of pig-iron increased in 1962 over 1961 by 10.1
per cent, output of rolled steel by 93 per cent,
output of cement by 4.7 per cent and that of
fertilizer by 152 per cent.

very substantially in other eastern European coun-
tries taken as a whole. In Bulgaria and Romania,
however, preduction of pig-iron and of rolled steel
grew faster than in 1962, and the rates of increase
achieved by these two countries in 1963 were con~
siderably higher than in any other centrally planned
economy. In Bulgaria, production of pig-iron in-
creased by 21 per cent and that of rolled steel by
6 per cent. In Romania, the corresponding growth
rates amounted to 13 and 15 per cent, respectively.
In the Soviet Union, pig-iron production rose by
6 per cent and that of rolled steel by 5 per cent in
1963. In the other centrally planned economies, out-
put of pig-iron rose by less than one per cent in
Hungary, by 1.7 per cent in Poland and 1.4 per cent
in Czechoslovakia, while production of rolled steel
rose by ahout 5 per cent in Hungary, 4 per cent in
Poland and less than one per cent in Czechoslovakia,

As in the preceding year, the highest priority, in
most countries, continued to be attached to the en-
gineering and chemical industries, In virtually all
countries, output of these two branches expanded
considerably faster than did total industrial produc-
tion, although the growth rates achieved in 1963
were—with the exception of chemical industries in
Romania and the Soviet Union—lower than in 1962
(see table 3-9). In engineering industries, the rates
of expansion reached in 1963 ranged from 7 per cent
in Hungary to 20 per cent in Bulgaria and, with
the exception of Bulgaria, Hungary and Romania,
exceeded the planned targets. In Czechoslovakia,
however, engineering production declined in 1963
by 2 per cent.

Developments in engineering industries during re-
cent years have been influenced by difficulties en-
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Table 3-9. Changes in Output of Some Branches of Producer Goods Industries,
1961-1963

(Percentage change over preceding year)

Enginecring

Chemicols Consiruction maferials

Conniry 1961 1962 1963 1961 1962 1963 1961 1962 1963
Bulgaria ...ooovnnancerne PP 155 238 203 138 207 16.8 13.0 14.2 83
Czechoslovakia ... cccvnvnns L. 113 88 —20 16.7 104 34 72 8.3 o8
Fastern Germany ... ceceuarnn 68 100 - 83 75 68 51 646 -
EIUDGATY «r v vne e onaneesens 141 110 7.0 24 170 130 34 3.0 10
Poland ... vvinavnncncannaaa. 186 163 126 191 155 87 86 4.0 6.7
RomMania . vooveveevnavnencnne o 197 1940 130 269 24.0 30.0 137 18.5 20.0
USSR . ..eene wanne e .. 160 15.0 130 i4.0 150 16.0 12.0 g0 80

Source: See table 3-1.

countered in securing the necessary raw materials
in some countries, and by the need to adjust the
volume and composition of output to the changing
domestic and foreign demand. Thus, for instance,
the greater attention paid to the expansion of agri-
culture and the greater priority assigned to the
chemical industry could not but influence consider-
ably the changes in the composition of output of
engineering industries. At the same time, the con-
siderable growth of engineering industries in all
centrally planned economies has substantially altered
the structure and influenced the growth rate of
foreign demand for products of these industries with-
in the region and, in many instances, has increased
the quest for new markets and for enlargement of
exports to the countries outside the group. The
efforts, started earlier, towards improvements in
quality and cost reduction through greater special-
ization and towards the adaptation of output of
engineering industries to the demand were strength-
ened in 1963, These efforts were of particular im-
portance in Czechoslovakia and FEastern Germany
where production and exposts of machinery and
equipment were of primary concern, but significant
changes in the structure of the engineering industry
were being inttoduced in other countries as well
In Czechoslovakia, which produced an extremely
wide range of products of the engineering industry,
the plan for 1963 provided for a steep reduction in
the assortment of goods and for a greater adaptation
of output to the pattern of domestic investment dur-
ing the next few years as well as to the prospective
foreign demand. Consequently, while output of some
types of machinery and equipment, such as tractors,
agricultural machinery and rolling presses, was re-
duced by 10 to 20 per cent, output of electric and
diese! locomotives increased by 18 and 59 per cent,
respectively. In Hungary, the changes in the com-
position of output were aimed at increasing the share
of electronic machines and precision instruments in
total production. In Poland, production of engineer-

ing industries increased by 12.6 per cent in 1963,
while output of electric and agricultural machinery
and of certain transportation machinery rose by 25
to 34 per cent. In the Soviet Union, where total
production of the machine building and metal work-
ing industries rose by 13 per cent, output of oil
extracting and metallurgical equipment fell by 5 and
2 per cent, respectively, The increases in output of
rolling presses, diesel locomotives, automobiles and
machine tools ranged from one to 3 per cent, but
production of agricultural machinery increased by
17 per cent and within this group of products, sutput
of tractor-ploughs and cultivators increased by 27
per cent each and output of sowing machines by 23
per cent. These substantial differences in the rates
of growth of output of various products of the
machire building industry obvicusly were influenced
by the increased emphasis placed on improvements

in the supply of machinery and equipment to agri-
culture.

The measures aiming at a greater adaptation of
ouiput to domestic and foreign demand and at im-
provement of efficiency through economies of scale
were influenced by the recommendations of the
Council of Mutual Economic Assistance (CMEA)
and various agreements concerning the international
division of Jabour among its members. The recom-
mendations relating to machine building provide,
for instance, that Bulgaria and Poland should spe-
cialize in shipbuilding, Romania in installations for
the oil industry, Czechoslovakia in equipment for
the chemical industry, Hungary in the field of tele-
comsnunication and precision mechanics and Eastern
Germany in machinery and equipment for the textile
and printing industries. These examples do not of
course cover the full range of recommendations or
agreements concerning specialization in the engineer-
ing sector among the CMEA countries, A great
number of arrangements deal with the international
division of labour within various branches of en-
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gineering, such as the automobile or machine-tool
industries, providing for specialization in production
of individual types of products. The recommenda-
tions relating to the engineering industries cover
about 1,200 products, of which more than 500 were
agreed upon in 1962-1963. The influence of these
recommendations on actual developments in the en-
gineering industries have heen until now rather
limited in view of the difficulties involved in chang-
ing the existing structure of production. Their role
has consisted not so much in narrowing the range
of engineering goods produced in individual coun-
tries as in preventing its widening.

The increasing emphasis placed on developing the
chemical industry during the past few years was
again refiected in 1963 in the rapid growth of its
output in most of the centrally planned economies,
This expansion was particularly significant in Ro-
mania, where production rose by 30 per cent in
1963, and in Bulgaria, the Soviet Union and Hun-
gary, where it rose by 17, 16 and 13 per cent,
respectively (see table 3-9). In Romania, the Soviet
Union and Hungary, the chemical industry expand-
ed faster than machine building and considerably
exceeded, in the first two countries, the rates of
growth achieved by other branches of industry,

In the remaining countries, expansion in 1963
was much slower, but there also the rate of growth
in chemical production was generally higher than in
other industries. Only in the Soviet Union and
Romania did chemical production increase more
rapidly than in 1962 and only in the latter country
has it increased more than planned. In the other
countries, expansion of chemical production was
slower than in 1962 and the planned targets have
not been fully met,

In the Soviet Union the acceleration of growth
in the chemical industry was particularly significant
in plastics, the output of which increased by 17 per
cent in 1962 and by over 24 per cent in 1963, and
in fertilizers, the output of which has been con-
tinuously accelerating during recent years (see table
3-8). The increase in production of fertilizers
amounted to 7 per cent in 1960, to 10 per cent in
1961, to 13 per cent in 1962, and to 15 per cent in
1963. The increase in the output of the chemical
industry in 1963 was considerably influenced by the
commissioning, in the course of the year, of fourteen
large chemical enterprises and a considerable num-
ber of new plants and shops, including facilities for
producing fertilizers, with a yearly capacity of 74
million tons, which corresponds to more than one-
third of total production of fertilizers in 1963. Among
other eastern European countries, only in Hungary
was the increase in the production of fertilizers, 15,8

per cent, greater than the increase in the Soviet
Union. In the remaining countries, the rates of
growth of fertilizer production ranged from 46 to
6.7 per cent in 1963,

Production of construction materials increased
very substantially in Romania, by 20 per cent (see
table 3-9}. In Buigaria and the Soviet Union, output
rose by 8.5 and 8 per cent, respectively. In Poland,
it rose by 67 per cent. In Czechoslovakia and
Hungary, however, production of construction ma-
terials declined by 9.8 and one per cent, respectively.

In mainland China, the highest rates of increase
were achieved in industries serving agriculture. Dur-
ing the first half of 1963, output of tractors increased
by 30 per cent and that of fertilizers by 42 per cent
over the corresponding period of the preceding year.
The expansion of output was largely responsible
for the ability to supply agriculture, during the past
two years, with about 30,000 tractors and more than
400 million small metal agricultural implements, as
well as with considerable quantities of irrigation
and drainage equipment. While the rate of growth
of the engineering industries accelerated in 1963,
the main feature of developments in this case was
the reorganization undertaken, partly consequent
upon the considerable fall in trade relations with the
European centrally planned econamies, for greater
diversification of output. According to official state-
ments, the engineering industries in mainland China
are now able to produce modern aircraft, motor
vehicles, electric and diesel locomotives, hydraulic
presses, blast furnaces, blooming mills, large-scale
turbo-generators and electric equipment. Although
several of these products were already in production
before 1960, their output was sharply reduced dur-
ing 1960-1961 and started recovering only in 1962,
The increases in production and the enlargement of
the range of engineering products were largely the
effects of the completion of enterprises started earlier
and of retooling and adaptation of other enterprises
to the preduction of goods whose acquisition from
abroad had become more difficult. The recovery in
mainland China’s agriculture and the ensuing in-
crease in the supply of agricultural raw materials
to manufacturing industries also rvesulted in sub-
stantial increases in the production of light and food
industries in 1963. This is partly indicated by the
fact that output of seventeen essential consumer
goods increased by 20 per cent during the first half
of 1963 over the corresponding period of 1962 and
output of milk, canned meat, soap and cigarettes rose
in the range of 40 to 100 per cent during the same
period. Although these data cannot be considered
as giving even an approximate indication of the rate
of growth of total industrial production in 1963
over 1962 or of the degree of its recovery from the
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decline registered earlier, they do show that recovery
is well under way.

Industrial employment increased in 1963 at a
Jower rate than in 1962 in most of the centrally
planned economies (see table 3-10). In Czechoslo-
vakia, it remained practically unchanged; but in
Fastern Germany, it declined. Apart from these two
countries, the growth of industrial employment ex-
ceeded the planned rates—in certain cases, substan-
tially. While in some countries this was partly asso-
ciated with the over-fulfilment of production plans,
in others it was caused exclusively by the inability
to increase productivity of labour in accordance with
the plan, and by the attempt to reach production
targets through greater than planned increases in
employment. The increase in employment in excess
of the plan was very substantial in Bulgaria, Hun-
gary, Poland and Romania, and much less signifi-
cant in the Soviet Union. In Eastern Germany,
where the plan provided for a rise in industrial
employment of less than one per cent, it actually
fell by 1.5 per cent, a change partly associated with
a substantial under-fulfilment of production plans.
The under-fulfilment of the plans for productivity
of labour were particularly significant in Bulgaria,
where the rate of growth of output per man declined
from 7.8 per cent in 1962 to 4.6 per cent in 1963,
as compared to a 6 per cent rate planned for that
year In Hungary and Poland also, the rates of in-
crease of labour productivity fell from 4.4 per cent
and 3.2 per cent in 1962 to 3.3 and 27 per cent
respectively in 1963, while the targets for 1963 pro-
vided for a 5.5 per cent increase for Hungary and
a 32 per cent increase for Poland. In Romania,
where the plan for 1963 called for a 9.3 per cent
increase in output per man, the actual rate of in-
crease amounted to 7.2 per cent, but was substan-

tially higher than that achieved in 1962. In Eastern
Germany the rate of increase in productivity was
almost the same in 1963 as in 1962, 6.5 per cent as
compared to the planned rate for 1963 of 7.2 per
cent. In the Soviet Union, the plan for 1963 pro-
vided for a 5.6 per cent increase, compared to the
G per cent increase achieved during the preceding
year. The targets set for 1963 were not reached,
however; Iabour productivity rose during that year
by 5 per cent.

An important factor accounting for the slowing
down of the growth of labour productivity in several
centrally planned economies in 1963 was the severe
winter which, as alveady stated, disrupted the flow
of fuels and supplies to industry, and, in many cases,
resulted in temporary work stoppages. In Poland,
for instance, output per man rose during the first
half of the year over the corresponding period of
1962 by only 0.3 per cent while in the second haif
of the year it rose by 4 per cent. The disruptions
caused by the weather were not, however, the only
reasons for under-fulfilment of productivity plans.
As during the preceding year, labour productivity
was influenced in several countries by deficiencies
in the supply and proper timing of deliveries of
miaterials and equipment to producing units. In some
cousnitries the alteration of the pattern of industrial
production associated with the revisions of the orig-
inal plans has called for retoolings and for the slow-
ing down of expansion of output of some products
and the considerable acceleration of others. These
reorganizations also had a decelerating effect on the
growth of labour productivity. This effect was par-
ticularly significant in 1963 in Czechoslovakia, where
one of the tasks of the annual plan was the conver-
sion of a considerable number of industrial enter-
prises to the manufacture of new products

Table 3-10. Changes in Industrial Employment and Output Per Man,® 1961-1963

(Percentage change owver preceding year)

Employment

Outpait por man

Conndry 1941 1962 1963 196f 1042 1963
Plawned  defual Planned Actual
Bulgaria .. ....... 22 30 37 52 93 78 61° 46°
Crechoslovalda T ¥ 30 03 03 52 32 07 —{ 9
Eastern Germany .. ... 06 —04 07 —15 53 6.6 72" 65"
Hungary .37 35 25 30 70 44 55 33
Poland ... .. .. .. .. .36 50 17 24 060 32 32 27
Romania . 82 77 25 40 65 585 93 72
USSR .53 33 23 33 40 60 56 50

Sourct: Sece tabie 3-1,
= Coverage as in table 3-G.
¥ Centrally plammed industry.

© State and co-operative indusiry.
4 Centrally administered state industry
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National income, investment and consumption

As a consequence of the developments in agri-
culture and industry reviewed in the preceding sec-
tions, the growth of national income accelerated only
in Poland and Hungary. In Bulgaria and Romania
national income increased at virtually the same rate
as in 1962, while in the Soviet Union and Eastern
Germany the pace of expansion slowed down. In
Czechoslovakia, national income declined in absolute
terms (see table 3-11). In mainland China, for
which no data are available, the improvements in
agricultural production and industrial output seem
to indicate that national income increased faster than
in 1962.

It is significant that the differences among coun-
tries in changes in their respective rates of growth
from 1962 to 1963 were largely determined by de-
velopments in agriculture. In countries where the
expansion of national income quickened or continued
at the same rates as in 1962, the reason lay entirely
in improved performance of agriculture. In the re-
maining countries the degree of deceleration was
also largely influenced by changes in agriculturat
production,

Among the European centrally planned economies
the highest rates of expansion were achieved by
Romania and Bulgaria where they amounted to 7
and 6 per cent, respectively; in the former country
the rate of growth was equal and in the latter almost
equal to that achieved in 1962. In Bulgaria the
growth of national income was slower than planned,
however, largely because the increase in agricultural
production fell considerably short of expectations.

Table 3-11. Changes in National Income
(Percentage change over preceding yeor)

1843
Couniry 1961 1942

Plenned  Aetieal
Bulgaria ......... ...... 30 6.2 13.5 60
Czechoslovakia ... .. G5 15 10 el
Eastern Germany ........ 37 42 e 3o
Hungary ................ 6.1 47 80 50
Poland .. .. ........ . .. 74 25 3.2 55
Romaniz ................ 10.0 6.5 - 7.0
USSR ... 7.0 6.0 70 £ 6

Sounce: See table 3-1; also Rudé Prawdé (Prague), 31
January 1

* Based on the statement of the Chairman of the Central
Planning Committee, as reported in Rudé Pravé, 31 Jan-
vary 1864, indicating that national income in 1963 was 67
per cent above that of 1953, and on indices for the period
1953-1962 as piven in the Stafistical Yearbook of Czecho-
slovakia for 1963,

" Bstimated on the basis of data relating to gross output
by sector, weighted by their share in national income.

In Romania also, the growth of national income was
considerably slower than expected. The improve-
ment in agricultural production in 1963, following
2 substantial decline during the preceding year, was
the main factor enabling that country to maintain
the rate of expansion of national income at the pre-
vious year’s rate despite a deceleration in the growth
of industrial production.

National income increased in Poland by 5.5 per
cent and in Hungary by 5 per cent. As already stated,
these two were the only eastern European countries
where national income increased in 1963 at a higher
rate than in 1962, While in Hungary this acceleration
was relatively small, in Poland the rate of expansion
was more than twice as high as during the preceding
year and exceeded the target set in the annual plan.
In Hungary, however, the rate of growth of national
income was substantially below the planned rate. In
both countries the acceleration in 1963 had been pre-
ceded by a slowing down of growth, particularly
significant in Poland, and the rates of growth of
national income achieved in 1963 were still below
those of 1961. In both countries these changes were
largely determined by fluctuations in agricultural
production, since the rates of growth of industry
declined in 1962 as well as in 1963,

Ir the other centrally planned econonties, national
income either increased in 1963 at a much slower
rate than in 1962, or it declined. In the Soviet
Union national income increased by less than 5 per
cent in 1963 as compared to a planned increase of
7 per cent, The rate of expansion of national income,
which, during the preceding three years, had been
slowing down by one percentage point each year,
decelerated by a greater amount in 1963, This was
largely the consequence of the decline in agricul-
tural production caused by exceptionally harsh
weather; though, to a much less extent, a further
slowing down of the growth rate of industry was
also a contributory factor,

In Eastern Germany also, the pace of develop-
ment siackened in 1963. National income rose dur-
ing that year by 3 per cent, as compared to a 4.2
per cent increase in 1962. The deceleration was
largely occasioned by the slowing down in industrial
expansion, since the value added in agriculture,
which had declined in 1962, seems to have either
increased slightly in 1963 or remained at the level
of the preceding year.

Czechoslovakia was the only country where na-
tional income actually declined—by about 4 per cent
—its 1963 plan having provided for a modest one
per cent increase over the preceding year, This
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decline was accounted for by a fall in industrial
production and an even greater reduction in con-
struction and transport and communications activi-
ties. The substantial improvement in agricultural
output was not sufficient to compensate for the
decline in other components of national income.

Investment activity accelerated in 1963 very sub-
stantially in Bulgaria and only slightly in Eastern
Germany (see table 3-12). In other countries the
growth of investment was slower than in 1962, and
in Czechoslovakia investment declined in absolute
terms for the second consecutive year. The decelera-
tion in investment growth was provided for in the
plans for 1963 in all countries except Bulgaria and
the Soviet Union, but no country was able to achieve
the targets set for investment in the 1963 pians.

Table 3-12. Changes in Gross Fixed Investment,®
1961-1963

(Pereentage change over preceding year)

1963
Country 1061 1262  Planued Aciuel
Bulgaria
Total veroinne i 57 45 apr
Limit® .o i 32 g9 213 17.6
sechoslovakio
Total o annnanan 72 —206 =60 114
Eastern Germany
Total  overvarn 46 23 74 25
Hungary
Siate and co-cperative
sector weena. —104 154 14.0 12.0
Poland
Total ..oooou- e . 73 109 g3 46°
State and co-operative
SRCLOT 2 vvnnivnsmue 80 137 84t 24
Romanis
State SCEOT  .....niaan 214 137 120 8.8
USSR
Total .. 44 50 30
Centrally planned .... 10.1 90 10.0 6.0

SourcE: See table 3-1, also Plunowvo Stopansive i Stalis-
tike, No. 1, 1964 (Sofia) and Gospodarka Planowa, No. 11,
1963 {Warsaw).

* Tiata for Bulgaria, Eastern Germany and Hungary com-
puted from investenent outlays in current prices, for other
countries in constant prices. With the exception of Eastern
Germany, gross fixed investments exclude capital repairs,

b Tncluding private housing, Data for total investment in
1961 and 1967 exclude private housing.

© 4T imit investment"—centrally planned investment exciud-
ing projects below a certain value.

& According to the annual targets established by the five-
year plan, 1961-1965,

*Tn 1963 prices: all other data expressed in 1961 prices

* Original target. Owing to a higher than anticipated result
attained in 1962, this target was first reduced o 46 per cent
and then further lowered to 44 per cent in the course of
1963.

The highest rate of increase was achieved by
Hungary, where investment in the state and co-
operative sectors rose by about 12 per cent in 1963,
Private investment feli by some 2 per cent and total
investment increased by about 11 per cent. The
changes in the allocation of investment in favour of
agriculture were reflected in a further increase in
the share of this sector, which was raised in 1963
to 20 per cent of state and co-operative investment,
while the share of industry was equal to 40 per
cent of the total. Although the investment plan for
1963 was not fulfilled, the totals invested during
1963 and the two preceding years were higher than
the amounts provided for this period in the long-
term plan. The under-fulfilment of the investment
plan was largely the result of labour shortages in
the building trades, deficiencies in the organization
of construction activities and the disruption of these
activities and of transportation caused by the severe
winter of 1963.

High rates of increase in investment were also
reached by Bulgaria and Remania, amounting to
about 9 per cent in each country. While in Bulgaria
this rate was twice as high as in 1962, in Romania
the growth of state investment slackened perceptibly
in 1963. In both countries the main changes in in-
vestment allocation occurred within the industrial
sector, where heavy industries were favoured. In
Romania an inereased proportion of investment went
to power generation and chemical industries, and in
Bulgaria to power generation and engineering. In
the latter country “limit”® investment allocated to
these two branches rose in 1963 by 25 per cent and
35 per cent, respectively, while total “limit” invest-
ment increased by about 17 per cent during the
same year.

In the Soviet Union, centrally planned investment,
which in recent years has amounted to about three-
quarters of the total, increased in 1963 by 6 per
cent, the smallest rate of increase recorded in recent
years; in 1960 it had amounted to 13 per cent, in
1961 to 10 per cent and in 1962 to 9 per cent. The
vate of increase achieved in 1963 fell substantially
short of the 10 per cent planned for investment in the
annual plan. Total investment, which has generally
increased much more slowly than centrally planned
investment, rose in 1963 by 3 per cent as compared
to 5 per cent in 1962,

The changes in the allocation of centralized in-
vestment in the Soviet Union during 1963 were quite
significant; these largely reflected the greater em-
phasis placed on expansion in the chemical industry
and on agriculture, and the much lower priority

8“1 imit" investment, which in 1962 amounted to about 63
per cent of total investment, refates to centrally planned

inves%n]ent, excluding outlays on projects or equipment below
a certain value.
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assigned recently to the growth of machine building
and metallurgy. These shifts are indicated by the
fact that while total centrally planned investment
rose by 6 per cent in 1963, investment in the chem-
ical industry increased by 24 per cent, and in agri-
culture by 13 per cent. In contrast, investment in
the machine building industries increased by only
one per cent and in ferrous and non-ferrous metal-
lurgy by 4 per cent. A further shift from coal to
oil and natural gas was also indicated by the rise
of 10 per cent in investment in the latter industry
which was twice the rate of increase in coal mining,

In Poland total investment increased in 1963 by
46 per cent, and investment in the state and co-
operative sector by oaly 2.4 per cent. These difer-
ences seem to imply that private-—mostly agricul-
tural—investment, which in 1962 accounted for
about one-tenth of the total, increased by some 24
per cent in 1963, State and co-operative investment
had been originally planned to increase in 1963 by
84 per cent. This rate of increase had been for-
mulated on the basis of the anticipated results of
investment activities in 1962. During that year, how-
ever, investment increased considerably more than
expected. As the volume of investment scheduled
for 1963 was not changed, the planned rate of in-
crease for 1963 was automatically reduced to 4.6
per cent. This target was, however, further reduced
in view of the poor results of the 1962 harvest,
which had a detrimental effect on the growth of
conswnption and on imports of industrial raw ma-
terials in 1963. The actual difficulties proved to be
greater than anticipated and even the reduced plan
target could not be fully met. The allocation of total
investment underwent significant changes in 1963,
The highest rates of increase in investment were
achieved in agriculture—13 per cent—building en-
terprises—11.4 per cent—and industry—7.7 per cent.
Investment in residential housing rose less than the
average and that in trade and transport and com-
munications fell. Within the industrial sector the
wost significant changes in the allocation of invest-
ment are indicated by the increase of 26.3 per cent
in investment in the chemical industry, the fall of
23 per cent in investment in machine building and
the decline of 13.7 per cent in the food industry.

In Kastern Germany the rate of increase in in-
vestment in 1963 was only slightly above that reach-
ed in 1962 and substantially lower than the increases
in 1961 and 1960. The plan for 1963 provided for
a steep acceleration in investment activities in an
attempt to regain the rate of increase of 7.4 per cent
achieved in 1960. But for the third consecutive year
the investment plan remained under-fulfilled, the
actual growth rate being about one-third of the
planned rate,

As already stated, Czechoslovakia was the only
centrally planned economy which experienced an
absolute decline in investment in 1963, During that
year investment fell by more than 11 per cent, fol-
lowing a 2.6 per cent cut in 1962. In consequence,
the volume of investment in 1963 was only slightly
above the level reached in 1959. The decline was
anticipated in the annual plan, which, in view of
the difficulties relating to the reorganization of in-
dustry and to foreign trade, provided for a reduc-
tion in the volume of investment by 6 per cent. But
the severe winter on the one hand, and the unex-
pected delays in the reorganization of the building
industry on the other, resulted in a considerable
reduction in construction activities during the first
three quarters of the year. Inability to fulfil the
construction programmes was the main factor pre-
venting the achievement of the planned level of in-
vestment, although, to 2 much less extent, delivery
of machinery and equipment also fell short of the
planned targets. Although no data are available on
changes in the allocation of investment in Czechos-
lovakia, it seems that within the industrial sector
the main efforts were concentrated on fuel and
power, the chemical industry and metallurgy.

The difficulties encountered in the implementation
of investment plans in 1963 were basically of the
same nature as in the preceding years. In almost
alt countries the dispersion of resources among an
excessive number of projects reduced the efficiency
of the building organizations, and the lack of co-
ordination between construction work and the pro-
duction and delivery of equipment was an impor-
tant factor preventing the fulfilment of plans. In
many instances these imbalances ensued from the
setting of exaggerated investment targets, without
due regard being paid to the availability of qualified
labour and to the domestic and foreign supply of
equipment or raw materials required for industries
producing investment goods. In 1963, an additional
factor was the extremely severe winter which in
most countries halted or slowed down construction
activities during the first quarter of the year and
severely disrupted the delivery of materials and
equipment to investment projects.

Efforts to improve the efficiency of investment
continued during 1963. As the volume, as well as
the rate of growth, of unfinished investmant projects
was considered excessive, several countries intro-
duced measures aimed at increasing the share of
investment outlays devoted to the completion of
projects under way.® In some countries work on
certain projects was suspended in order to concen-

®For a review of these problems in the preceding years,
see United Nations, Economic Swrvey of Europe in 1962,
pages 10 to 23,
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trate resources on the completion of others con-
sidered to be of more immediate importance. An-
other important aspect of investment policy was the
effort, not always successful, to direct an increasing
share of investment outlays towards construction of
new projects.

In 1963, as in the preceding year, the most far-
reaching measures were undertaken by BEastern Ger-
many and Czechoslovakia, where the difficulties
caused by the dispersion of resources had become
particularly acute. In both countries central control
over investment was increased, and work on several
investment projects was suspended. In Eastern Ger-
many the increased emphasis on completing high-
priority projects is indicated by the fact that invest-
ment outlays on these projects rose by more than
25 per cent, that is, ten times as much as the per-
centage increase in total investments,

In Czechoslovakia the over-all decline in invest-
ment activity resulted in further delays in completing
high-priority projects, despite the considerable ef-
forts made to allocate the reduced investment outlays
in accordance with the prierity rating established by
the authorities,

In Poland the relation between the volume of un-
fnished construction and investment seems to have
further deteriorated in 1963.1® This is partly indi-
cated by the fact that unfinished construction in the
centrally planned sector increased by 9.6 per cent
in 1963, that is, at a higher rate than in 1962, while
the rate of growth of investment declined consider-
ably, The delays in completion were also reflected
in a very substantial increase in the stock of ma-
chinery and equipment earmarked for installation.
During the whole of 1962 the stock of uninstalled
machinery and equipment rose by less than 2 per
cent, while during the first nine months of 1963 it
rose by almost 17 per cent.

In Bulgaria and Romania, where the ratio of un-
finished construction to investment has been much
smaller during recent vears than in other countries,
the situation did not change appreciably in 1963. In
Bulgaria the difficulties encountered in the comple-
tion of investment projects in the state sector are
indicated by the fact that while the construction
plan of “limit” investment was practically fulfilled,
the delivery of machinery and equipment fell short
of the planned quotas by about 6 per cent. Similarly,
in Romania the plan for commissioning industrial
enterprises seems to have been under-fulfilled, partly
because of the delays caused by adverse weather.

In the Soviet Union the emphasis on completing
investment projects under way had by 1962 already

1 The ratio of unfinished construction to investment
amounted to about 0.60 in 1863

had considerable effect in reversing the tendency
towards an excessive growth of unfinished construc-
tion in relation to investment. The ratio of unfinished
construction to investment in the state and co-oper-
ative sectors, exclusive of collective farms, which
amounted to about 0.70 between 1953 and 1960,
rose to 0.76 in 1961 and fell to about 0.75 in 1962
and 1963. The aim of the government policy is to
reduce this ratio to about 0.58 in 1965. Within the
narrower area of centrally planned outlays, invest-
ment increased by about 9 per cent in 1962 and by
6 per cent in 1963, while completion of projects
under way rose by 15 per cent and 11 per cent,
respectively. The concentration of outlays on the
completion of investment projects under construc-
tion and the effects of this policy on the relation
hetween the rates of growth in investment and in
the volume of completed projects varied from in-
dustry to industry. Thus, for instance, in the chem-
ical industry investment rose by 24 per cent and
completed projects by 33 per cent in 1963, In metal-
lurgy these rates were 26 and 4 per cent respectively
and in agriculture 12 and 13 per cent. It is obvicus
that these differences were determined not only by
the degree of concentration of outlays on the com-
pletion of certain projects, but also by differences in
the stages of various investment projects at the
beginning of the period.

Official information on changes in consumption
during 1963 is available for only a few countries; for
other centrally planmed economies the main indicator
of these changes is data relating to the growth of
retail sales in state and co-operative trade. As indi-
cated in table 3-13, the largest increases in retail
trade were achieved by Bulgaria, Hungarv and
Romania.

In Bulgaria the yate of increase in 1963 amounted
to 9.4 per cent and was about twice as high as
in the preceding year. In Hungary also, the expan-
sion of retail trade accelerated considerably, from

Table 3-13. Changes in Volume of Retail Trade,
1961-1963

{Percentage change over preceding year)

Cowmdry 1961 1962 ——-——Iﬁf——

Plavued  cetnnd
Bulparia . o BRY) 45 99 94
Czecheslovakia . .. ... .. 45 25 20 20
Eastern Germany® ... . 57 08 20 3
Flungary . . 20 45 33 81
Poland ... . .. . ... 83 42 30 47
Romania . . R 4.7 125 o6 80
USSR ... S 37 60 69 50

Source: See table 3-1.
* In current prices.
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45 per cent in 1962 to 8 per cent in 1963 In
Romania, however, which also achieved an 8 per
cent increase in retail sales during 1963, the rate
of expansion in 1963 was much smaller than in any
of the three preceding years,

Consumption data are available for Hungary, Bul-
garia and Romania. In Hungary, total consumption
increased by 5 per cent during 1963, as compared
with 4 per cent in 1962, at a much slower rate than
retail sales, however, which grew by 8.1 per cent
during 1963. In Bulgaria and Romania also, the
growth of persopal consumption during 1963 was
apparently slower than that of retail trade, in view
of the increasing share of total consumption goods
purchased in the retail trade network, assaciated
with the shift of the agricultuzal population to
industrial eccupations and with the increasing share
of money payments in the income of agricultural
producers,

In the other centrally planned economies, the rates
of increase in retail sales were substantially smaller
than those in the countries mentioned above. In the
Soviet Union retail sales rose by 5 per cent during
1963, compared with an increase of 6 per cent dur-
ing the immediately preceding years; the plan for
1963 provided for an increase of 6.9 per cent. In
Poland retail sales increased during 1963 at only
a slightly lower rate than those in the Soviet Union,
by 4.7 per cent, indicating a slight acceleration over
the preceding year. Total consumption as well as
personal consumption increased in Poland by 4 per
cent in 1963 as compared to a 4 per cent increase
in the former and a 3 per cent rise in the latfer in
1962. In Czechoslovakia a deceleration in the growth
of retail sales and of personal consumgption took
place in 1963. Retail sales increased during that
year by 2 per cent and personal consumption by
one per cent only, that is, less than provided for in
the plan for 1963. During the preceding year the
corresponding increases amounted to 2.5 per cent
and 2 per cent, respectively.

The smallest rate of increase in retail sales was
achieved in Eastern Germany, where a 0.6 per cent
decline in 1962 was followed by a 0.3 per cent rise
in 1963 As changes in consumption in Eastern
Germany are much more closely related to variations
inr retail sales than in most of the other countries,
it is lilely that personal consumption also increased
only slightly in 1963 and that this increase was not
sufficient to compensate for the small decline in per-
sonal consumption which occurred in 1962,

 For Hungary, the 1963 data on retail sales are expressed
in curreat prices. Since the cost of living declined in 1963,
one can presume that the volume of retail trade has not
increased less than its value,

*1n current prices.

The data on changes in national income, fixed
investment and retail sales, supplemented by other
information, seem to indicate that in Bulgaria, Ro-
mania and Eastern Germany the share of national
income allocated to consumption was smaller in 1963
than during the preceding year. In the Soviet Union,
where national income increased by 4.6 per cent,
total investment by 3 per cent and retail sales by
5 per cent in 1963, and where the fall in agricul-
tural production obviously affected seriously the
changes in inventories, it is probable that the shift
in the allocation of national income was in favour
of consumption despite the sharp fall in agricultural
output, the impact of which on consumption might
be more pronounced in 1964,

In Czechoslovakia, for which data on changes in
personal consumption are available, the 4 per cent
decline in national income was accompanied by a
1.3 per cent rise in consumption, the share of which
in the reduced total rescurces increased in 1963,

More complete data for Hungary and Poland on
the allocation of national income in 1963 are indi-
cated in table 3-14. In Hungary total and personal
consumption increased by 5 per cent, that is, at the
same rate as national income. Accumulation, how-
ever, rose by as much as 12 per cent. This increase
was entirely accounted for by a 22 per cent rise in
fixed assets, while investment in inventories {in-
clusive of changes in unfinished construction) fell
by about 4 per cent. The fivefold increase in mnet
imports enabled the share of consumption in national
income to remain unchanged despite the much faster
growth in accumulation than in national income,

In Poland, on the contrary, there was very little
change in the balance of foreign trade. Net fixed
investment also remained unchanged, and the 10 per
cent rise in accumulation was wholly due to a large
increase in investment in inventories. This increase
was entirely the result of a rise in stocks of agri-
cultural produce, while industrial inventories de-
clined. As national income rose by 5.5 per cent and
consumption by only 4 per cent, the share of con-
sumption in national income declined in 1963.

The effect of these shifts in the allocation of re-
sources hetween consumption and accumulation on
the balance between demand and supply of con-
sumer goods cannot be ascertained with any pre-
cision for lack of data on changes in money pay-
ments in relation to cutput. For only a few countries
are data available, even on money wages.

In Bulgaria output per man in industry increased
by 4.6 per cent while average wages rose by only
34 per cent. The higher rise in productivity of
labour than in wages had a restraining effect on the
rise in demand in relation to supply. But money
incomes of peasants most probably increased more
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Table 3-14. Hungary and Poland: Allocation of National Income, 1962-1963
Hunpory Poland
1962 1963 1963 19562 1963 1943
Item (billions of (inder, {billions of (index,
forints in preced- zlotys in preced-
eurrent prices) ing current prices) ing
yenr year
=100) =100)
National income ... ..ccvevvnannna va 155.2 163.0 105.0 4193 4424 1055
Net domestic expenditure .......+ 1559 166.7 1069 4185 441.7 105.5
Consumption  ....ce.vvuuauncnin 114.7 120.5 105.1 316.7 3294 1040
Personal . .u.cieiennnnroannn . 109.1 1146 105.0 2806 2918 1640
Social .ov i iiinrna e . 5.0 59 1054 36.1 36 1040
Accumulation ........ bamaeans 41.2 46.2 1121 1018 112.3 1103
Net fixed investment® ........ 255 311 1220 804 804 1000
Changes in inventories® ...... 157 15.1 96.2 214 319 149.1
Balance of foreign trade® ........ —07 —37 08 07

Source: For Hungary, data for 1962 in
current prices from the Hungarian Stafistical
Yearbook for 1963. Data for 1963: estimates
based on official statistics for 1962; percentage
increases in national income and personal and
totat consumgption indicated in the plan fulfilment
report; net fixed investment in abselute terms
and its share in national income distributed
from Nepssabadsag, 6 May 1964 (Budapest) ;
the share of accumulation in net domestic ex-
penditure from the reply of the Hungarian
Government to the United Nations question-
naire of November 1963 on economic trends,
problems and policies. For Poland, data for
1962 in 1961 prices, from the Palish Statistical

than production under the impact of the mid-1962
increases in prices paid to agricultural producers.
In consequence, it seems that the rise in total money
income available to the populaticn exceeded the rise
in supply of consumer goods, and resulted in a
pressure of demand upon supply. Prices in state
and co-operative trade seem to have risen by about
3 per cent, but this rise was at least in part the
effect of price increases introduced during the sec-
ond half of 1962, Prices of food on collective farm
markets rose for the second consecutive year, al-
though the increase in 1962 was considerably smaller
than that during the preceding year.

In Hungary, where the share of resources allo-
cated to consumption remained unchanged, wages
increased by 4 per cent while output per man in
industry rose only slightly more than 3 per cent.
Money income of peasants seems, however, to have
increased less than output. In consequence, the bal-
ance between demand and supply has improved, and
this change was reflected in a decline in the con-
sumer price index by 1.5 per cent.

In Poland the balance between supply and de-
mand for consumer goods deteriorated in 1963.
While resources allocated to consumption increased
less than national income, money payments to the
population increased more than output. Within the

Yearbook for 1963, Data for 1963: estimates
based on percentage increases in national
income and personal and social consumption
indicated in the plan fulfilment report and
on the statement in the same report in-
dicating that fixed investment in 1963 has
remained unchanged and that its share in net
domestic expenditure fell from 192 per cent
in 1962 to 182 per cent in 1963 in 1961 prices.

* For MHungary, net change in fixed assets.

"For Hungary, including changes in stock
of unfinished construction,

* Obtained as a difference between national
income and net domestic expenditure.

industrial sector, average money wages increased
by 4.6 per cent while output per man rose by only
2.7 per cent. This divergence seems to have been
mainly responsible for the imbalance between the
demand and supply of consumer goods, although the
money receipts of peasants also increased in rela-
tion to output, and more specifically in relation to
sales, in view of the increase in prices received for
pigs, tobacco and hops. The effect of these price
increases on peasant demand foy consumer goods
was, however, offset partly or fully by increases in
prices paid by agricultural producers to the gov-
ernment agencies for machinery and eguipment.?®
The consequence of these developments was an in-
crease in the pressure of demand upon supply, which
was reflected in shortages of various commodities
and in price increases. Consumer prices increased
by about 2.5 per cent, that is, at a somewhat lower
rate than in 1962; this rise reflected in large meas-
ure substantial increases in the price of coal, gas and
electricity, as well as of alcohol, meat, milk and
dairy products. The effect of these price increases
on the cost of living was, however, partly offset by
a decline in the price of fruit and vegetables. The

3 Prices of coal and electricity were also raised and, there-
fore, had a restraining effect on peasant demand for manu-
factured and other consumer goods purchased in the state
and co-operative {rade
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increases in the price of gas, coal and electricity
were concelved as a measure tending to reduce the
consumption of these goods and as 2 means of
reducing the pressure of demand upon the supply of
other commodities. While the increases in the price
of gas, coal and electricity were accompanied by
some compensatory wage increases, the resulting in-
crement in money income was insufficient to com-
pensate for the rise in the prices of consumer goods.

In Czechoslovakia average money wages seem to
have declined in line with the fall in productivity,
and money income of peasants seems to have in-
creased no more than deliveries of agricultural com-
modities. In consequence, no inflationary pressures
were generated in these two decisive sectors. And
even if in other sectors wages had increased more
than production, it may be inferred that this would
not be sufficient to prevent a reduction in the over-
ali pressure of demand upon supply of consumer
goods, in view of the small share of these other
sectors in total output. In effect, total money income
seems to have increased more slowly than the supply
of goods in retail trade. While the latter rose in
1963 by 2 per cent, the wage bill increased by only
1.5 per cent. Even if it is assumed that the money
income of the peasants increased in the same propor-
tion as agricultural production, that is, by 6 per
cent, this would not result in a rate of increase in
total money receipts of the population considerably
above the rate of increase in the wage bill because
of the relatively small share of the money earnings
of the peasants in the total. No data are available
on changes in consumer prices in 1963. Some read-
justment of prices did occur, however, Prices of
some foods, as well as of durable consumer goods,
were increased while prices of certain other com-
modities were reduced. In addition, there was a sub-
stantial increase in sales at reduced prices of various
semi-durable and durable consumer goods. The less-
ening of the over-all pressure of demand upen sup-
ply was also indicated by the further increase in
the value of instalment crediis made available by the
state banks to consumers. It will be noted, however,
that the lessening of the pressure of demand upon
supply in Czechoslovalia should be viewed against
the background of a decline in national income and
a considerably greater decline in fixed investment
which occurred in 1963

In Eastern Germany money income of the popula-
tion seems to have risen somewhat more than retail
sales, and the cost of living rose slightly.

In the Soviet Union average money wages rose
much less than the 5 per cent increase in labour
productivity in industry. In contrast, money receipts
of the collective farms increased by about 5 per

cent** over 1962 despite the decline in agricultural
production and in the velume of deliveries of several
important commodities. The rise in money income
of the collective farms reflected on the one hand the
substantial increases in deliveries of meat, cotton,
potatoes and vegetables, and on the other, the con-
siderably increased prices paid by the government
agencies for meat and dairy products after mid-1962,
which were followed in 1963 by further price in-
creases for cotton, sugar-beets and potatoes. The rise
in money receipts of the collective farms, however,
also partly reflected the substantially increased deliv-
eries of meat brought about by the large number of
pigs slaughtered for lack of fodder. It is most likely,
therefore, that a considerable proportion of the in-
crement in money receipts of the collective farms
was not considered as current income but as a
counterparé of the decline in stock and, therefore,
was transferred to the undistributed funds of the
collective farms In fact, the rules of the collective
farms provide that, if the planned increase in live-
stack is not achieved, the deficit should be covered
by the transfer to the undistributed funds of the
receipts from sales of livestock and livestock prod-
ucts. In consequence, assuming that these rules were
applied, the distributed income of the members of
collective farms either declined or remained sta-
tionary or rose in a much smaller proportion than
the money receipts of the collective farms. In any
event, the total money income of the population does
not seem to have risen faster than the total supply
of goods in the retail trade network. While the over-
alt balance between demand and supply of consumer
goods was maintained in 1963, specific shortages,
especially of various foods, increased. Among dur-
ables and semi-durables, houschold equipment, such
as refrigerators and washing machines, and various
knitted goods were in short supply. At the same time
there was a further increase in stocks of unsalable
consumer goods.

The changes in money wages and prices in 1963
resuited in very slow increases in real wages in sev-
eral centrally planned economies, In Bulgaria real
wages seem to have risen by one per cent in 1963.
In Lastern Germany and Czechoslovakia the rise
was probably even smaller, if any, In Poland, where
money wages rose by 4.5 per cent, the increase in
cost of living reduced the rate of growth of real
wages to only 2 per cent. In the Soviet Union “real
per capita income of the working population”, which,
apart from income in money and in kind, includes
pensions, social insurance and state expenditures on
goods purchased by institutions providing free ser-

" Based on data for 1963 indicated in Foprosy Ekonomiki,

No. 2, 1964 {(Moscow), and for 1962 as shown in Narodnoe
Khosyaistve §SSR v 1962 Gade (Moscow).
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vices to the population, increased by 2 per cent in
1963.%% Only in Romania and in Hungary did real
wages increase appreciably in 1963. In Romania,
average real wages Increased by 4.6 per cent, fol-
lowing a 5 per cent and 3 per cent increase in 1962
and 1961, respectively. In Hungary, where the
growth of real wages was very slow during the two

®»The term “working pepulation” covers wage and salary
carners as well as working members of collective farms and
other co-operatives.

preceding years—Iless than one-half of one per cent
in 1961 and 1.5 per cent in 1962—they rose in 1963
by about 5.1 per cent. Family incomes of wage and
salary earners increased on a per capita basis much
more—by 7 per cent—because of a rise in employ-
ment and In various social bLenefit payments. The
rise in per capita family income in several other cen-
trally planned economies, and for similar reasons,
was also greater than the rate of increase in real
wages.

Foreign trade

In 1963 the total foreign trade turnover of the
eastern European cenirally planned cconomies in-
creased by 7.4 per cent (see table 3-15), compared
to an increase of 108 per cent in 1962 and of 7.6
per cent in 1961. This slackening of trade expansion
was largely accounted for by the fall in the rate of
growth of the trade of the Soviet Union, by far the
largest trading country among this group, from 14
per cent in 1962 to about 6 per cent in 1963. The
growth of foreign trade also slowed down in Bul-
garia and Poland. In contrast, the foreign trade of
Czechoslovakia, Hungary and Romania increased
faster in 1963 than during the preceding year. Ex-
cept for Czechoslovakia, where the expansion of for-
eign trade was accompanied by a fall in national
income, developments in foreign trade were gener-
ally in line with changes in national income in 1963.
Although no official data are available for mainland
China, incomplete information hased on statistics of
its trading partners indicates that this country’s trade
declined by 8 per cent in 1960, by 25 per cent in
1961 and by another 8§ per cent in 1962, In 1963,
however, this declining trend was arrested, and total
foreign trade turnover seems to have been even
somewhat higher than in the preceding year. This
improvement was entirely due to a further expan-
sion of the trade of mainland China with countries

Table 3-15. Forcign Trade Turnover, 1961-1963

Indesr
Amount, 1963
Country 1061 1962 1063 {millions of roadles)
(precedieg yogr==100)
Bualgaria ... ... .. 1103 1172 1127 1,579
Czechosiovalkia . 1087 1065 190 4,238
Eastern Germany 1027 1055 1050 4,404
Hungary . . ... .. 1111 1694 1120 2,268
Paland .. . . .. 1131 1107 1062 3,374
Romania ... .. .. 1178 1095 1102 1,746
USSR e 1057 1140 1063 12,898

TotarL 1076 1108 1074 30,565

other than the centrally planned economies, since its
trade with the countries belonging to the Council of
Mutual Fceonomic Assistance, which in 1962 was
about 64 per cent lower than in 1959, declined by a
further 20 per cent in 1963.1¢

Among countries for which separate data on im-
ports and exports are available (see table 3-16),

1 See Kommunist (Moscow), 6 Navember 1964,

Table 3-16. Exports and Imports, 1961-1963
(Millions of roubles)

Country and ftem 1961 1962 1963
Bulgaria
Exports ...... .. . . 566 695 755
Tmports . .... . . ... S 509 706 824
Balance .. ... .. .. .. 3 11 w3
Croechoslovakia
Exports ‘ e 1,842 2,038 2,238
Imports e AP 1,821 1,863 1,950
Balance ... . ... .. 21 175 338
Eastern Germany
Exports ... .. o 2,035 2,118 2446
Tmpois e o . 1,595 2134 2058
Balance .... ... .. ... .. 40 w16 348
Hungary
Exports ... . ... ... 926 90 1,089
Imports . .. .. ... 023 1,034 1,179
Balance . ... ... ..., 3 —44 —op
Poland
Exporis e 1,353 1,481 1,593
TImports ... .. e, 1,518 1,697 1,781
Balance e 165 —216 188
Romania
Exports ... ... ool 713 736 824
Imports . . ... e e 733 847 920
Balance .. ... i ~20 —I11 —96
USSR
Exports .. e 5,398 6,327 6,545
Imports .. 0 oo e 5,245 5806 6,353
Balance ... ot 153 521 162

Sounce: Sce tabie 3-1

Source: See table 3-1.
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Czechoslovakia, Eastern Germany, Poland and Ro-
mania experienced an improvement in the balance
of trade. In other countries imports increased faster
than exports, resulting in increased deficits or re-
duced surpluses. In several countries the trade bal-
ance was less favourable than anticipated, largely
owing to developments in agriculture, which necessi-
tated reductions in exports or increases in imports
of products of animal husbandry or of grain,

In Czechoslovakia the 12 per cent growth in ex-
ports and the 5 per cent increase in imports resulted
in a rise of net exports from 175 million roubles in
1962 to 338 million roubles in 1963. An even more
significant change occurred in FEastern Germany
where the net imports of 16 million roubles in 1962
were replaced by net exports amounting to 348 mil-
lion roubles, This impressive change was, however,
brought about by a 3.6 per cent decline in imports
accompanied by a 13.6 per cent rise in exports.

In Poland the faster rise in exports than in im-
ports was reflected in a sharp reduction of the trade
deficit from 216 million roubles in 1962 to 188 mil-
fion in 1963. Among countries where the balance of
trade deteriorated, net imports increased in Bulgaria
from 11 million roubles in 1962 to 69 million in 1963
and in Hungary from 44 million roubles in 1962 to
90 million roubles in 1963. In the Soviet Union ex-
ports increased in 1963 by 3.4 per cent while imports
rose by 9.9 per cent, resulting in a substantial de-
cline in net exports from 526 million roubles in 1962
to 192 million roubles in 1963, The much greater
than anticipated increase in imports resulted in part
from the purchases of grain abroad necessitated by
the disastrous hatrvest in 196337

T Only part of the 14 million tons of grain purchased
abgoad seems to have been shipped to the Soviet Union in
1963.

Data on commodity composition of trade in 1963
are available only for Bulgaria, Hungary and Pol-
and ; for Bulgaria, they pertain to only the first nine
months of the year (se¢e table 3-17). In Hungary
the most significant change in exports was the de-
cline in the share of machinery and equipment and
manufactured consumer goods in the total, while the
share of food and agricultural raw materials in-
creased, As for imports, there was a decline in the
share of fuels and industrial raw materials in the
total to the advantage of all other commodity groups.
In Poland the changes in the commodity composition
of trade were generally much more pronounced
than was the case in Hungary. The pressing need
for imports of food®® necessitated restrictions on im-
ports of raw materials despite their effect on the
rate of growth of industrial production. Imports of
raw materials fell slightly in 1963, while imports of
food-stuffs increased by about 19 per cent, that is,
almost four times as much as the rate of growth of
total imports. In consequence, the share of fuels and
raw materials in Polish imports declined from 46.8
per cent in 1962 to 44.5 per cent in 1963, while the
share of food and agricultural raw materials rose
from 13.3 per cent in 1962 to 151 per cent in 1963.
The share of machinery and equipment also in-
creased, while that of manufactured consumer goods
fell slightly. The changes in the composition of ex-
ports were also considerably influenced by the de-
velopments in agriculture. In fact, the most signi-
ficant change in export trade was the 10 per cent
fall in exports of food which was instrumental in re-
ducing the share of these commodities in total ex-
ports from 19 per cent in 1962 to 16 per cent in
1963, The counterpart of this change was the con-

B Imports of meat increased frem 5000 tons in 1962 to

45,000 tons in 1963.

Table 3-17. Commodity Composition of Foreign Trade of Bulgaria, Hungary and Poland, 1961-1963
(Percentage of ifotal exports and total imports)

Bulgaria® Hungary Poland
Item 1962 1943 1961 1952 1963 1961 1962 1963
Exports
Machinery and equipment .. ..., e 204 242 372 i1 341 280 3eo 331
Tuels and industrial raw materials .. .. .. 284 278 224 223 227 391 390 38.0
Tood and agricultural raw materials ..., 327 314 198 197 231 214 192 160
Manufactured consumer goods .. ...... 183 166 206 219 201 115 118 129
Imports
Machinery and equipment ... ... .. ... 449 46.8 255 300 302 201 332 341
Fuels and industrial raw materials . ..... 421 393 59.1 557 547 497 468 445
Faod and agricuitural raw materials ... 67 6.8 106 96 99 153 13.3 151
Manufactured consnmer goods ... . 63 71 48 47 52 30 67 63

Seurce: See table 3-1, also Statisticheski Izvestia, No. 4,
1963 (Sofia).

* First nine months of each year.
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siderable increase in the share of machinery and
equipment from 30 per cent in 1962 to 33 per cent
in 1963. The share of manufactured consumer goods
also increased, while that of fuels and industrial
materialg fell, largely because of the 2.4 per cent de-
cline in exports of coal, the major product in this
commodity group.

In Bulgaria changes in the commodity composi-
tion of trade were mainly due to a greater than aver-
age expansion of trade in machinery and equipment.
Exports of machinery and equipment rose by 28 per
cent during the first nine months of 1963 over the
corresponding period of 1962, In consequence, the
share of machinery and equipment rose from 20 per
cent in 1962 to 24 per cent in 1963, the rise being at
the expense of all other commodity groups. Exports
of manufactured consumer goods declined by about
3 per cent. In imports, the share of machinery and
equipment rose from some 45 per cent in 1962 to
ahout 47 per cent in 1963 as a result of a 21 per cent
increase in imports. Imports of manufactured con-
sumer goods increased even faster, by 31 per cent,
and those of food and agricultural raw materials by
17 per cent, In contrast, imports of fuels and indus-
trial raw materials increased less than the average
and the share of these items in the total declined
from 42 per cent in 1962 to 39 per cent in 1963.

Data on geographical distribution of trade shown
in table 3-18 indicate that, in 1963, the trade of
most centrally planned economies with one another
increased faster than their trade with the rest of the
world. The change in the relative rates of expansion
of trade with the rest of the world was particularly
marked in Bulgaria. In 1962 Bulgaria’s trade with
the centrally planned economies increased by 14 per
cent, compared with a 37 per cent expansion in trade
with the rest of the world. But in 1963, trade with
the rest of the world rose by only 11 per cent, while
trade with the centrally planned economies expanded
at virtually the same rate as in 1962, In the Soviet
Union and Romania also, the direction of changes
in the geographical distribution of trade was re-
versed in 1963. In 1961 Soviet trade with the cen-
trally planned economies rose by 3 per cent, while
that with the rest of the world increased by as much
as 12 per cent. In 1962 again, the trade with the
rest of the world expanded faster than that with the
centrally planned economies, the respective rates
of increase being 19 and 12 per cent. But in 1963
the trade with the centrally planned economies in-
creased by 6.5 per cent and that with the rest of the
world by 5.8 per cent only. Romania’s trade with
the centrally planned economies increased by 8 per
cent in 1962 and that with the rest of the world by
12 per cent, while in 1963 the rates of expansion of
the trade with these regions were 8 and 11 per cent,
respectively.

Table 3-18. Geographical Distribution of Trade
of Centrally Planned Economies, 1961-1963
(Millions of roubles)

.Tr?d:' w‘;'th centrally Trad
Planned cconomics Trade with
Country and sear Total

Total Wik b aedg e trode
USSR

Bulgaria

1961 i, 1,017 623 178 1,195

1962 ... e 1,158 748 243 1,401

1963 o vinnnons 1,309 o 270 1,579

cvechoslovakia

1961 ....... eaeanan 2,554 1,232 1109 3,663

1962 e 2,850 1,449 1,051 3,901

1963 .. iiiiiaian 3,113 1,577 1,125 4,238
Lastern Germany

961 e 3,003 1,783 937 4,030

1962 .. . 3,367 2,201 885 4,252

1963 .. e o . - 4,464
Hungary

1961 ... 1,332 621 534 1,840

1962 . i 1,469 728 535 2,024

1963 .. oo e 1,588 680 2,268
Poland

1961 1,704 877 1,077 2871

1962 ... 2052 1,032 L1266 3178

1963 . e 2,194 1,141 1,181 3,375
Romania

1961 .o 004 585 452 1,446

1962 . .. i 1,075 643 508 1,583

1963 .. ieerias 1,197 731 547 1,744
USSR

1961 . . e 7,621 3022 10643

1962 ... .. veen #,525 3611 12,136

1963 ... 9,077 3,821 12,898

Source: See table 3-1, also SSSR o Tsifrakh v, 1963
Godu (Moscow).

® Estimated on the basis of statistics for the first three
guarters of 1963, assuming that the relationship between
the data for the entire year and those for the first three
quarters was the same as in 1962,

® Derived from Soviet trade statistics. The correspending
figure for 1961 indicated in the same source is 1,876
million roubles.

Amang other countries for which data are avail-
able, the trade of Czechoslovakia and Poland with
other centrally planned economies continued to grow
faster than their trade with the rest of the world,
although the difference between the rates of expan-
sion of trade wilh these two groups was consider-
ably reduced in 1963. This was particularly true for
Czechoslovalkia where in 1962 trade with the rest
of the world declined by 5 per cent, while trade
with the centrally planned economies increased by
12 per cent. In 1963 the trade with both groups of
countries increased by 7 and 9 per cent, respectively,

In Hungary, by contrast, a significant shift in the
distribution of trade between these two groups took
place in 1963, While, during recent years, the trade
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with the centrally planned economies was expanding
faster than that with the rest of the world, in 1963,
the trade with the market economies rose by 23 per
cent as against an 8 per cent increase in the trade
with the centrally planned economies.

Little information is available on the changes in
the distribution of trade within the group of cen-
traity planned economies in 1963, Probably the most
significant change was a further decline in the trade
of the CMEA countries with mainland China which,
as already indicated, fell by about two-thirds from
1959 to 1962 and by a further 20 per cent in 1963.
Separate data on trade with the Soviet Union are
available only for three countries. The trade of
Czecheslovalkia with the Soviet Union increased by
about 9 per cent, at approximately the same rate as
its total trade with the centrally planned economies.
In Poland and Romania, however, trade with the
Soviet Union rose by 11 and 14 per cent, respec-
tively—that is, at substantially higher rates than
their trade with the remaining countries of the group
taken together.

Table 3-19 shows the magnitude of changes in the
trade of the centrally planned economies with vari-
ous regions in the rest of the world. These data,
derived from the statistics of partner countries, are
not directly comparable with those shown in the
preceding tables because of discrepancies inherent
in such derivations and in view of differences in cov-
erage. According to the data shown in tahle 3-19,
the trade of the centrally planned economies!® with
the rest of the world increased in 1963 by 7.9 per
cent, compared to a 6 per cent increase in 1962.

The trade of mainland China™ rose by 17 per
cent as against a slight decline in 1962, The trade of
eastern Furope, excluding the Soviet Union, also
expanded at a faster rate—by over 8 per cent—com-
pared with about 2.9 per cent in 1962, However, the
trade of the Soviet Union with the rest of the world
in 1963 rose much less than in 1962—by somewhat
over 4 per cent as against 13 per cent in the pre-
ceding year. The slowing down in the expansion of
the trade of the Soviet Union and the acceleration
in that of mainland China and the eastern European
countries as a group in each case occurred hoth in
imports and exports.

As in preceding years, exports of the centraily
planned economies to the rest of the world expanded
faster than their imports from outside the group,
the respective rates of increase being 8.2 and 7.6 per
cent. In consequence, net exports rose from $320

U Tn the following discussion, the term “centrally planned
economies” excludes Cuba and Yugoslavia.

®In the following discussion referring to data in table
3-19, the expression “trade with mainland China” is meant
to include the trade of Mongolia, North Ke-=a and North
Viet-Nam.,

million in 1962 to $380 million in 1963. This change
was mainly a reflection of an increase in the export
surplus of mainland China which resulted from an
18.5 per cent increase in exports and a 15.8 per cent
expansion in imports and amounted to $84 million
in 1963. Exports of the Soviet Union rose somewhat
faster than its imports from the rest of the world
{by 4.7 per cent as against 3.9 per cent); as a Te-
sult, the country’s export surplus increased to over
$100 million. There was also some increase in the
net exports of the other eastern European countries,
although their exports and imports increased at
about the same rate. The net balance of trade of
these countries with the rest of the world was equal
to $195 million in 1963

The slowing down in the growth of exports of
the Soviet Usion in 1963 occurred in almost all the
regions shown in fable 3-19 except western Europe
and Finland It was particularly marked in Latin
America, where exports declined slightly after hav-
ing increased by more than one-third in 1962, and
in Asia and the Far Fast where exports had risen
by nearly one-fourth in 1962, Exports to Africa and
the Middle Zast, which had not increased in 1962,
declined by more than 10 per cent in 1963. On the
other hand, the slowing down in the growth of im-
ports occurred largely in trade with western Europe
and Finland. There was also a sharp fall in imports
from Latin America and a smaller expansion of im-
ports from Asia and the Far Fast, following an in-
crease of almost one-half in 1962. Imports from
Africa and the Middle East, however, rose by 46
and 34 per cent, respectively, in 1963. There was
also a sevenfold increase in imports from Canada
and the United States which totalled over $160 mil-
lion in 1963. As a resuilt of these developments, there
was an improvement of about $190 million in the
trade balance of the Soviet Union with western
Furope and an increase of nearly $85% million in the
farge surplus with Latin America. On the other
hand, the trade deficit with North America, Aus-
tralia and New Zealand rose by about $157 million
and there was also an increase in the deficit with
Asia and the Far Fast. A surplus of $55 million on
trade with Africa in 1962 changed to a slight deficit
m 1963,

The expansion of exports and imports of other
castern European countries was also evident in their
trade with almost all the regions shiown in table 3-19.
The only declines in 1963 were those in the export
and import trade with the Middle East and in the
exports to Finland. Apart from these exceptions,
there was a fairly wniform growth of exports to the
major regions. The growth of imports was more
diverse. The value of imports from Canada and the
United States and from Africa yose by roughly 30
per cent each and that of imports from Australia



CHAPTER 3, RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES

Table 3-19. Trade of Centrally Planned Economies with Rest of the World,®
1961.1963
(Millions of dollars)

Ofher castern .
USSR Estropean China  (meinfand)? Total
cottiiries

Area and year e vm————
¥ Exports  TIwmparts Lxports Imports Erports Importx

Exports  Imports

Canada and United States

1961 o i s 290 694 67 4 157 8 36 1211 1000 3483

1962 . reiiniananuaae. 200 230 761 144.4 77 1376 1038 305.0

1963 v i, 225 161.4 764 1835 83 97.0 107.2 4419
Lattn America

1061 o e, 3054 3465 205.7 162.4 160.0 756 6111 5845

1962 L ina.. 4092 3058 1688 1645 100.0 983 G790 3686

1063 i 400.0 2125 1884 170.2 100.0 400 688 4 428.7
Western Europe®

1968 ... e maa an 8126 7074 15382 14503 1830 1820 25338 23397

1962 .. eaaaeuaaeena. BIDG B470 16057 15022 1698 1503 26141 249935

1963 ... o ea., 124 7206 1,7431 11,5721 1728 1698 28283 24715
Finland

1961 ... ... ... ... ... 1552 1277 653 569 14 60 2225 1906

1962 .. wneena. .. 1671 1051 652 463 210 51 2343 2465

1963 ........ RN s 2028 1833 55.0 487 28 56 2606 2376
Yuposlavia

1961 ... .. 320 50.9 1372 1247 - — 1692 1756

1062 e i w501 433 1291 1236 — — 882 166 9

1963 .. 128 853 167.2 1254 — - 240.0 210.7
Asta and the Far East

1961 . .o e 2031 296 0 2057 1354 3482 1583 847.0 5897

1962 i, 3623 4321 2148 167 3 4080 1517 9R5 1 7511

1963 i e anaaa. 3750 4719 2368 1981 5330 1727 1,1448 8427
Australic and New Zealand

061 e P | 232 96 461 85 1690 188 2383

1962 e t4 321 97 327 106 1012 201 1660

1963 e 65 535 104 .z 120 2129 229 3046
Africat

1061 ... ... ... 170D 1118 179.7 1801 359 391 3946 3310

1962 . ... hiueiienene.. 1635 1084 2016 157 5 408 423 AN 6 082

1963 ... e .. 1465 1583 2114 205.1 422 75.4 400.1 4388
Middle Eosi®

1967 i e .. RAS 203 860 s 69 136 1735 804

1902 o iwieinit ivaaae .. BID 312 111.3 635 120 8§84 2043 1031

1963 ... ... A - 417 106.5 508 65 255 1905 1267
Terar

1061 ... .. .. .. ...... 18885 17622 24948 23512 687 5 7647 50709 4R781

TO82 e e 2022 20180 23833 24020 7490 6040 54345 511490

T903 e 22000 20675 27952 26008 8876 8049 58828 55032

Sourcr: Statistical Office of the United Na-
tions, and Statistisches Bundesamt, Wirtschafe
und Statistik, No. 3, 1964 {Stuttgart).

» Exports from and imports to the centraily
planned ecconomies, as derived from data of
their trading partners, which include Cuba
and VYugesifavia. In table 3-16, those two
comntries are excluded from the data on trade
with the rest of the world and included in
thoee refating to trade with the centraily
planned cconomics. The full reconciliation of
the eoverage in these two tables was prevented

by the lack of country details on trade with
Cuha and Vuzeslavia

® Including trade of Mongolia, North Korea
and North Viet-Nam.

¢ Furanean countries, members of the Orean-
isation for Economic Co-cperation and Devel-
opment Inchnding trade hetween Rastern Ger-
many and the Federal Renublic of Germany.

*Including  Fthinnia, Libya, Sudan and
United Arab Renublic

® Excluding  Fthiopia, Libya, Sudan and
United Arab Republic.
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and New Zealand and from Asia and the Far Fast
increased by 17 to 18 per cent. However, imports
from western Europe and Latin America rose by
less than 5 per cent. There was consequently a
marked improvement in the trade balance with west-
ern Europe. As in the case of the Soviet Union, this
was partly counterbalanced by a marked increase
in the deficit with North America and Australia and
New Zealand and a reduction in the surplus with
Africa.

The faster growth in the exports of mainland
China to the market economies in 1963 was partly
due to a slight expansion of trade with western
Europe following a marked decline in 19562, But the
trade with this region is of far less importance to
mainiand China than to the other centrally planned
economies. It accounted for only about 20 per cent
of mainfand China’s imports and exports to market
economies in 1963, compared with over 60 per cent
of those of the eastern European countries other
than the Soviet Union and about 40 per cent of ex-
ports and 35 per cent of imports of the Soviet Union.
The increased growth rate of trade of mainland
China with the market economies stemmed mainly
from the accelerated expansion of exports to Asia
and the Far East which rose by 31 per cent after a
17 per cent increase in 1962. By 1963 this region
took 60 per cent of mainland China’s exports but
supplied littie more than one-fifth of its imports.
The faster growth in imports was concentrated in
those from Australia and New Zealand, An increase
of over $110 million in imports from this region fol-
fowed a sharp decline in 1962 and more than offset
a reduction in imports from Canada in 1963.

As table 3-19 shows, the trade of mainland China
with various regions is more uneven than that of
the Soviet Union or of the other eastern European
counttries as a group. In 1963, there was a very
large increase in the surplus with Asia and the Far
East and in the deficit with Australia and New Zea-
land, which amounted to $200 million, Furthermore,
there was some decline in the large deficits with
North America, and an increase in the deficit with
Africa.

The difficulties which certain countries experi-
enced in obtaining or disposing of particular prod-
ucts through foreign trade again focused attention
on the need to ensure greater co-ordination of na-
tional economic plans so as to permit a more ad-
vantageous division of labour among countries hy
allowing greater specialization and a larger inter-
national exchange of goods. In 1962-1963 the Coun-
cil of Mutual Economic Assistance adopted a con-
siderable number of additional recommendations
providing for greater specialization and co-ordination
in the production of wvarious types of machinery.
While the items covered by these agreements have

so far amounted to about 525 types of products of
engineering industries and to nearly 1,200 types of
products of all branches of industry, they still rep-
resent only a relatively small proportion of output
in individual countries. So far, the effect of these
agreements and recommendations has been to pre-
vent the range of goods produced in individual coun-
tries from being widened rather than to reduce the
range of goods already being produced. The need
for further specialization in the machine building
industry was particularly stressed because of the
considerable expansion of these industries in all
centrally planned economies and the growing need
for trade expansion in this field. It has been pointed
out that the emergence of engineering industries in
countries which in the past were largely or eatirely
dependent on imports and the expansion of these in-
dustries without sufficient regard to specialization
and international division of labour had a restrain-
ing effect on the trade in machinery and equipment
of the CMEA countries. This factor was considered
largely responsible for the much slower increase in
the share of machinery in total exports of the CMEA
countries than in the exports of the developed mar-
ket economies.®® Official and semi-official statements
have also mentioned that the engineering products
offered for export by the centrally planned econ-
omies were frequently lower in quality and less up
to date than those offered for sale by the developed
countries. In consequence, imports of machinery
from the highly developed market economies to the
CMEA countries increased faster than their imports
from other members of the group.?® In order to re-
verse this trend, considerable efforts are being made
to improve and modernize the output of engineering
industries through, among other things, greater spe-
cialization,

The 1962 decision of the CMEA to introduce mul-
tilateral settlements was implemented in 1963 when
member countries signed an agreement which pro-
vided for settlement in transferable roubles and for
the installation, in January 1964, of an International
Bank for Economic Co-operation as a clearing-house
for multilateral settlements. While trade continues
to be conducted on the basis of bilateral agreements,
it is no longer necessary for each country to achieve
a balance with each trading partner. Member coun-
tries may aim at balancing receipts and payments in
each calendar year with one another, in so far as
they can secure the agreement of their respective

® According to a statement made by G. Kohlmey =t a
special session of the Karl Marx University of Economics
in Budapest, as reported in Tdrsadalmi Sgemle, No, 12, 1963
(Budapest), the ratio of the rate of increase in exports of
machinery to that of total exports in the period 1957.1962
amaunied to 1.1 in the trade of the CMEA countries and to
21 in the trade of the market economies.

= Op. cit.
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trading partners for the use of bilateral balances in
transferable roubles for purchases in third markets.
No country is compelled to use its net balances in
the course of the year during which they were ac-
cumulated, but each country is obliged to keep its
freely disposable transferable roubles in its account
at the Bank,

Tn addition to its function as a clearing-house, the
Bank will provide short-term commercial credits for
settlement of accounts when a country has not suffi-
cient transferable roubles in its account. These
credits may be applied to seasonal needs for cash as
well as to providing expansion of trade.

The funds for financing of credit operations are
to be derived from the capital of the Bank supplied

through contributions of member countries and from
interest-bearing deposits of these countries. Credits
offered by the Bank will also bear an interest charge.
Contributions to the capital of the Bank are estab-
lished in proportion to the value of exports of the
participants to other CMEA countries, but each
participant has only one vote irrespective of the size
of its contribution.

The introduction of a system of partial multilateral
settlements among CMEA countries may provide a
stimulus to the expansion of their trade with the
rest of the world if countries outside the CMEA are
enabled to use their net balances with particular
CMEA countries for purchases in other countries of
the group.

Problems and policies

The difficulties encountered by several centrally
planned economies in agriculture as well as in in-
dustry and the resulting further deceleration of their
economic expansion have again brought problems of
planning and management to the fore. Of course,
some slowing down of the pace of economic advance
from the high rates achieved in initial stages of
planned development is only to be expected as the
economy becomes increasingly diversified and more
complex, The rate of economic growth is also
bound to be affected by random factors, such as bad
weather. It is generally recognized, however, that
the recent slowing down of economic expansion has
gone heyond the influence of these factors. At the
same time, this slowing down does not appear to be
accosunted for entirely by labour shortage or by scar-
city of domestic raw materials. Thus, although the
over-all rate of growth in a given country might be
influenced by conditions beyond the control of the
Government, it is now widely recognized within the
centrally planned economies that the recent emer-
gence of pronounced imbalances must have resulted
largely from shortcomings in economic policy and
from deficiencies in planning and management.

The discrepancies in the growth of varjous sectors
of the economy—reflected inter oliz, in the unde-
sired accumualation of stocks of some products and
shortages of others, in the increased volume of un-
completed construction,?® and in increases in the
cost of production—had a decelerating effect on eco-
nomic growth in the centrally planned countries. The
impact of these discrepancies was, however, rela-
tively slight in the less developed countries of the
group, such as Bulgaria and Romania, as well as

® For a review of these trends and the relevant statistical
}I;(tjaz, see United Nations, Economic Survey of Europe in

in the Soviet Union, which, by reason of its size,
its wide resource endowment and the extensive na-
ture of its manufacturing industries, is less depend-
ent on foreign trade than other centrally planned
countries.

The magnitude and the impact of internal and
external imbalances was immeasurably greater in the
most developed countries of the group—in Czecho-
slovakia and Fastern Germany, with their more com-
plex industrial structure and heavy dependence on
foreign trade, as well as in Poland which belongs
in an intermediate category. Hungary, which also
belongs to the same intermediate category, has not,
however, experienced similar difficulties during re-
cent years. The much more balanced growth in that
country is largely explained by the fact that its ef-
forts to overcome imbalances started much earlier
than those of other countries. The severe set-backs
suffered by the Hungarian economy as a consequence
of the economic and political strains culminating in
the events of 1956 prompted the adoption of new
policies and a gradual introduction of changes in the
methods of planning and management which have
produced significant results. A major factor was the
introduction of a very cautious investment policy
that served to avoid the emergence of strains and
hottle-necks which arose in several other countries
as a consequence of excessively ambitious investment
programmes, Furthermore, a number of apparently
limited but continuously applied changes in the prac-
tice of planning and management produced a marked
improvement in the co-ordination of supply, pro-
duction and investment plans and promoted a closer
relation between these plans and the anticipated de-
velopments in foreign trade. In the field of manage-
ment. improvement in efficiency of enterprises was
sought through the gradual reduction of administra-
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tive interference in their current operations and by
placing increased emphasis on their sales rather
than on the fulfilment of output plans in evaluating
their efficiency and allocating rewards. This trend
was centinued with increasing attention heing paid
to inter-enterprise agreements for purchases and de-
liveries of goods in the preparation of production
plans in 1963, and with the introduction as of
1 January 1964 of a charge on capital as an induce-
ment for economizing on capital outlays and for
more efficient utilization of existing productive ca-
pacity.

In contrast to the trends in Hungary, the imbal-
ances which had developed earlier in Czechoslovakia,
Fastern Germany and Poland, far from lessening or
disappearing, became intensified in the past few
vears. These growing difficulties impelled Czecho-
slovakia and Fastern Germany to abandon their
long-term plans of economic development before
their completion aud led to a drastic revision of Pal-
ish investment plans. Many of the problems encoun-
tered were to some extent common to these three
countries. But one of the differences between the
situationn in Czechoslovakia and FEastern Germany
on the one hand and that in Poland on the other is
that the two former countries were hampered by
scarcity of labour, whereas in Poland population
trends, resulting in a considerable increase in the
number of young workers entering the labour force,
have given rise to an additional problem of estal-
lishing a balance between supply and demand for
labour in the coming years.

In Eastern Germany the process of readjustment
was well under way in 1963, In Poland, where the
revision of investment plans started in 1962 and
continued in 1963, industrial production deceler-
atec in 1963, but total national production increased
faster than in 1962, In Czechoslovakia, however, the
severity of imbalances and the measures acdopted for
readjustment have led to a decline in economic
activities. Developments in Czechoslovalkia have
aroused a good deal of attention, not merely because
this is the first case of a centrally planned economy
experiencing in normal peace time a decline in total
production. The problems encountered in Czechoslo-
vakia may differ in certain respects and in intensity
from those faced by other countries, but they do in
a broad sense epitomize the type of problems which
may be associated in varying degree with inadequa-
cies in ecounomic policies and the methods of plan-
ninng and management in other countries of the
group.

One of the problems to which increasing atten-
tion has been devoted in recent years is the effect of
the considerable lag in agricultural production on
over-all economic expansion. In this respect, also,

the difficulties encountered in some centrally planned
countries in 1962 and in others in 1963 prompted a
further reappraisal of past policies and an Intensi-
fication of efforts aimed at overcoming the shortcom-
ings responsible for the systematic under-fulfilment
of agricultural plans. The inadequate expansion of
agricultural production was the main factor restrain-
ing the growth of real wages and per capita con-
sumption. It also had a decelerating effect on indus-
trial growth in many countries. Thus, in countries
dependent on imports of industrial raw materials,
the inadequate growth of agriculture imposed the
need to increase imports or reduce exports of agri-
cultural commodities and, therefore, had a restrain-
ing effect on imports of industrial raw materials and
equipmertt,

Developments in agriculture were influenced by
a number of factors whose importance varied from
country to country, The most common of these were
the inadequate supply of fertilizers and pesticides,
insufficient volume and inadequate pattern of in-
vestment, deficiencies in management, insufficient
incentives for agricultural producers and, in some
cotntries, excessive withdrawal of labour from agri-
calture and the unfavourable composition of agricul-
tural manpower. Most of these factors were related
to the relatively low priecrity assigned in the past to
agriculture and to industries servicing agricufture,
While the shift in emiphasis in favour of agriculture
was initiated some time ago, the transition to the
new policy has been relatively slow.

The relatively low priority assigned to growth of
agricultural production has mfluenced hoth the vol-
ume and the pattern of agricultural investment. In
most countries a large proportion of investment was
aimed at replacing manpower or horsepower by
motor power rather than at raising yields. It is true
that mechanization did have a certain influence on
yields in cases where their increase depended on
deeper plonghing. It has also contributed to the re-
duction of losses by shortening the harvesting period
and speeding up the transfer of crops from the fields
to the storage facilities; the replacement of horses
by tractors has also increased quite substantially the
proportion of grain left for haman consumption,
But, even taking all these factors into consideration,
the effect of mechanization on the growth of output
and supply was relatively limited. Tts main effect
was to increase output per man and to make possible
the withdrawal of manpower from agriculture to in-
dustry. In some cases, however, the withdrawal of
manpower was greater than that warranted by
mechanization and therefore resulted in severe short-
ages of agricultural labour,

Even in countries where the shifts of population
were relatively smaller, the withdrawal of labour
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from agriculture had in some cases a negative in-
fluence on ocutput and productivity in so far as it
affected seriously the composition of the agricul-
tural labour force. Since the major proportion of
labour transferred to the cities consisted of young
male workers, such shifts have resuited in a sub-
stantial increase in the proportion of women and
over-age men in the agricultural labour force® In
countries which suffered considerable human losses
during the war, such as the Soviet Union, the shifts
of population to the cities have considerably ampli-
fied the effect of the war on the composition of agri-
cultural employment.

Another major factor contributing to the low lavel
of productivity on the farms was the lack of ade-
guate incentives, largely due to the low prices paid
by the government purchasing agencies for procure-
ments of agricultural conumodities from collective
farms. Moreover, the private plots of the members
of collective farms provided them with a much
greater variety of food than that received in kind
from collective farms, and their output represented
a considerable proportion of their total income and
eansumption. Even more important probably was the
fact that the income in money and kind received
from wortk on collective farms was smaller in rela-
tion to efforts than the income derived from the
private plots of the members of collective farms, As
long as these differences between incomes and efforts
persisted, the peasants were inclined to neglect work
on collective farms in favour of work on their own
plots, even though improvements in production of
collective farms might result in increases in total in-
come received by their members,

The income of coilective farms is largely depend-
ent on prices paid by government agencies for pur-
chases of various commodities and on the composi-
tion of output and sales of farms. In consequence,
the management of farms striving to maximize their
income would tend to determine the pattern of pro-
duction on the basis of prices of various commodi-
ties in relation to the amount of work required for
their production and the cost of other inpuis. In prac-
tice, however, the collective farms were not free to
determine the composition of their output, and the
prices paid for various commodities were dissociated
from the relative inputs required for thetr produc-
tion. This price and planning policy, even apart from
the general level of prices, had a considerable dis-
incentive effect on agricuitural producers and was,
in most cases, unable to induce farms to provide
government agencies with the most desirable variety
of agriculiural commodities.

#In Czechoslovalda, for instance, more than 40 per cent
of labour permancently engaged in agriculture in 1961 was
accounted {or by workers over filty years old.

Most of these shortcomings of the system of plan-
ning and management of collective farms have long
been recognized and considerable efforts have been
made to improve the situation. Prices paid to agri-
cultural producers have been increased several times,
the outflow of labour has been slowed down or al-
together arrested and the delivery of equipment has
heen increased.

In 1962 and 1963 efforts for improving agricul-
ture were further strengthened. While the increase
in emphasis placed on improvements in agriculture
was common to all centrally planned economies, the
most significant changes have pccurred in the Soviet
Union where the policies introduced in 1963 and the
beginning of 1964 seem to represent a turning-point
which may have far-reaching effects on the future
growth of this sector of the economy.

The preceding review has emphasized the particn-
lar significance of the three questions which came to
the fore in 1963—namely, the new attitudes towards
planming and management of the economies, the ex-
ceptional situation in Czechoslovakia and the Soviet
policy for agriculture. The following discussion
elaborates upon these three topics

NEW APPROACHES 1O PLANNING AND MANAGEMENT

The methods of planning and management in the
centrally planned economies, evolved during the
initial stages of their planned development, were
characterized hy a high degree of centralization and
relatively little scope for initiative by producing
units. The geuneral teandency was for most inter-in-
dustry flows and all aspects of the work of indi-
vidual enterprises to be controlled by central, re-
gional or other authorities. While this system of
planning and management was instrumental in
achieving very high rates of economic growth at
the early stages of planned development, it tended
to become increasingly inadequate at later stages.
The growing comnplexity of the economy required
much more fexible methods of management and a
considerable widening of the scope of decisions left
to the management of individual enterprises. Thus,
greater initiative by the management of enterprises
in the preparation as well as in the implementation
of plans became the basic condition for increasing
the efficiency of economic activities. The need for
reform was strongly emphasized in the mid-nineteen
ffties. Tt was subsequently followed up by various
proposals. Several modifications were introduced in
the system of planning and management. But these
earlier modifications dealt, in general, with only
some aspects of the problem, leaving other important
aspects practically untouched, and therefore counid
not be entirely successful.
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All these problems have acquired a new urgency
during the past two years under the impact of fur-
ther accentuation in imbalances which particularly
affected Czechoslovakia, Eastern Germany and Pol-
and, but which were, in a somewhat different form,
in evidence in all centrally planned countries,

The approaches of recent years in many respects
go much further than the views expressed in the
mid-nineteen fifties.®® It is true that many of these
problems were raised at that time in the Polish de-
bate on the “model of the socialist economy”, but
the solutions then offered did not gain the support
of the authorities, and were not accompanied by
similar tendencies in most of the other centrally
planned economies, The present drive towards re-
forms is developing in virtually all centrally planned
countries. Although this has not always been re-
flected in government decisions—it still exists largely
in the form of views expressed in public debate—
several official statements as well as experiments con~
ducted in specially chosen enterprises or regions in-
dicate clearly that, whatever differences may exist
among countries in the content and timing of the
forthcoming reforms, they are all directed towards
further decentralization and greater autonomy of
individnal enterprises, This raises the problem of
finding ways and means of associating central plan-
ning with a much more flexible method of guiding
the economy which will, by increasing the initiative
of the management of individual enterprises, im-
prove both planning and management,

An important feature of the new approach is its
recognition that the problem cannot be solved by
eliminating particular shortcomings of the old meth-
ods and that to be efficient the reform has to deal
with all closely interrelated aspects of planning and
management. It is stressed that the changes in meth-
ods of planning and management cannot be achieved
rapidly, since they require the replacement of in-
grained habits by new stimuli and rewards. The
changes must, therefore, be conceived as a process
rather than as a single act, in which each step must
be checked by experiment before a new step is
undertaken.

Thus, the increase in the autonomy of enterprises
cannot be fully effective if the structure of prices and
the supply allocation system are not madified at the
same time so as to replace the need for administra-
tive controls by economic stimuli. It is increasingly
believed that with an adequate price, tax and credit

® A considerable number of articles dealing with the prob-
lems analysed in this section have been published during the
past few years in all centrally planned economies. For more
recent discussion of these pyoblems, see Politicka Ekonomie,
Nos. 8 and 10, 1963 (Prague); Planované Horpadars!m,
No. 5, 1964 ; I{ozqazdamgs Sz em!e, No. 9, 1963 (Budapest) ;
F:gyeio, 9 May 1964 (Budapest) Kou:mmmt Noa. 5 1964;

Pravda, 24 and 25 Febryary 1964 Ekmmmuta, No. 2 1964
{Warsaw) ; Nowe) Drogi, No. 1964 (Warsaw).

policy these incentives may be sufficient to induce
enterprises to act in conformity with the general
interest of the economy as reflected in economic
plans. The crucial problem of inter-industry rela-
tions—that is, of flow of supplies between enter-
prises—which was the weakest point of the existing
system, is not treated separately fromi other prob-
tems of planning and management. Rather, it is in-
tended to be solved as an integral part of the gen-
eral reform.

Furthermore, strong emphasis is placed on the
need to alter the role and the content of the central
plans as well as the part played by the producing
units in their formulation. It has always been recog-
nized that no workable plan can be formulated with-
out close co-operation with producing uenits. Ac-
cording to the prevailing practice, the preliminary
global objectives are successively transfated into
more detailed targets for ministries, regions and in-
dividual enterprises, which, on the basis of these
targets, prepare their own plans. These plans are
then transmitted upwards through the administrative
hierarchy reaching a higher degree of aggregation
at each stage,

The central planning boards then test these plans
for internal consistency and conformity with the
basic economic tasks and, after approval by political
authorities, the final plan in the form of govern-
mental directives is transmitted down the adminis-
trative hierarchy to the producing units.

Nevertheless, for several reasons, this form of
participation of enterprise in the preparation of
plans could not be very effective. As long as their
performance was evaluated mainly by the degree of
fulfilment of plans for gross output, they had little
interest in economizing on raw materials, semi-
manufactures and labour. In the process of formu-
lation of plans, they were rather inclined to set their
production targets below capacity and to exaggerate
their requirements for current inputs in order to
reap the greater benefits from exceeding the planned
quotas of output and profits in the process of im-
plementation of the plans. They had even less in-
centive to economize on capital since investment of
enterprises was financed free of charge by the State.
This attitude was one of the factors inducing the
supervising authorities to limit the influence of en-
terprises on the formulation of production and other
plans. In view of this, as well as for other reasons
indicated later, the final directives given to enter-
prises could not reflect local conditions sufficiently
to allow the optimum realization of production possi-
bilities. The scope for decision and initiative by the
management of enterprises was considerably re-
stricted by the numerous directives concerning value
and composition of output, employment, productivity
of labour, cost reduction, material input coefficients




CHAPTER 3. RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES 89

and so on. The conflicting nature of some of these
targets was frequently a deterrent to efficient man-
agement of enterprises.

As noted earlier, the difficulties arising from these
methods of planning and management have long been
recognized. Consequently, several measures aiming
at certain decentralization in planning and manage-
ment have been introduced.

The most important of these measures is the shift
of many responsibilities of the central planning and
administrative organs to lower government echelons,
Thus, in some countries the central boards which
were responsible in the ministries for specific indus-
tries have been abolished and their functions have
been taken over by industrial associations. These
associations are more independent of the ministries
than were the former central hoards, but in practice
their activities have consisted largely in transferring
to the lower units the directives of their respective
ministries. In the Soviet UJnion, where most of the
economic ministries have been abolished, the respon-
sibility has been shifted to republican governments
and to the regional economic councils. Thus, the
basic characteristic of reforms in these countries is
the devolution of authority to lower administrative
organs rather than to the enterprises, While the
authority of the management of enterprises is some-
what increased and the number of obligatory
indicators provided by the supervising authorities
reduced, the activity of the enterprises and their
freedom of action are stil] strictly limited by various
targets and indicators.

The extremely important problem of the alloca-
tion of supplies between enterprises has been only
partially resalved by increasing the scope of prod-
ucts subject to direct exchanges between enter-
prises, with or, in several cases, without the approval
of the central or regional administration. The num-
ber of products centrally allocated has been reduced
considerably, but in many instances they have re-
mained under the control of lower administrative
units, These changes have reduced somewhat the
difficulties generated by excessive centralization of
supply allocation. However, the continued growth
of imbalances and the unnecessary accumulation of
stocks of some goods and shortages of others indi-
cate that the steps taken so far have not been ade-
quate to solve the problem.

In recent debates on the problems of planning and
management, it has been stressed that, in the prep-
aration of their plans and directives, neither central
nor intermediate authorities can possibly take fuily
into account the extremely large variety of condi-
tions in individual enterprises. In consequence, the
final directives to enterprises, formulated through
the process of successive disaggregation of aggregate

targets, cannot always be successfully applied. While
in theory a full co-ordination of the numerous en-
terprise plans could be achieved through the process
of successive approximations, the number of opera-
tions required and the time necessary for their per-
formance make this quite impracticable. It has,
therefore, been suggested that the only adequate solu-
tion of these problems is to be found in the gradual
replacement of administrative controls of enterprises
by more flexible means of influencing their activi-
ties. It has also been maintained that the system of
directives given to individual enterprises or to asso-
ciations or firms composed of several enterprises
could be replaced by commercial practices which
would invelve placing orders for delivery of specific
goods by other producing or trading enterprises, The
production programme of enterprises would be de-
termined entirely by these agreements, concluded as
a rule without any direct intervention by adminis-
trative authorities in the current operations of these
enterprises, In these conditions, the evaluation of
the activities of enterprises would not be based on
the degree of fulfilment of the plans for gross or
net output of enterprises but rather on their sales
and on the fulfilment of their contractual obligations
towards other enterprises. This would play an im-
portant role in adjusting production of enterprises
to actual intermediate and final demand and bring to
an end the considerable waste of resources caused
by the tendency to formulate and implement produc-
tion plans without due regard to the pattern and
volume of demand.

It has been pointed out that the enlargement of
the freedom of action of enterprises in their deal-
ings with other producing or trading units need not
result in any basic alteration in the existing inter-
enterprise flows, which in the short run are deter-
mined largely by the existing productive facilities
and by the current pattern of demand. The intro-
duction of these direct and freely established rela-
tionships would contribute to the solution of the
hitherto difficult problem of allocation of supplies
between producing enterprises. Even apart from the
fact that supply plans were frequently established
after the formulation of production targets, they
conld never be adequately prepared in view of the
extreme complexity of the inter-industry flows which
they were assumed to regulate,

The initial proposals dealing with these problems
and certain measures introduced in some countries
were limited to the enlargement of the role played
in the preparation of plans by contractual agreements
between enterprises and to shifts in emphasis in the
evaluation of the activity of enterprises from the ful-
filment of output plans to the volume of sales and
deliveries. But further development of these tenden-
cies, apparent in wvarious forms in all centraily
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planned economies, implies a gradual elimination of
virtually all directives given to producing units by
their supervising authorities. The strict directive
targets relating to output, empioyment, productivity,
cost and other aspects of the activity of the enter-
prises would, according to these views, be replaced
by full reliance on rewards to the management of
enterprises and their staff based entirely on their
profits. In the context of fixed or state-regulated
prices, these profits would depend largely on the
efficiency of the enterprises.

The strengthening of the role of profits and the
reduction or compiete elimination of the directives
could not, however, be effective unless additional
measures were adopted at the same time, In this con-
nexion, considerable emphasis has been placed on
the reform of producers’ prices and on the intro-
duction of a charge on capital.

While prices and profits are not intended to in-
fluence the allocation of investment, the prevailing
views stress that they should generally correspond
to the relative production costs of various commodi-
ties. Moreover, in cases where substitution is both
possible and desirable, they should be fixed so as to
induce enterprises to replace scarce domestic and,
especially, imported raw materials by more abun-
dant commeodities. In fact, in fixing retail prices of
consumer goods as well as of some producer goods,
the authorities do take into account the degree of
their scarcity. The question, thus, really concerns
the application of this criterion to other raw mate-
rials, intermediate goods and final investment goods.

The other measure, namely, the introduction of
a charge on capital, is considered to be a necessary
pre-condition for increasing the autonomy of enter-
prises. The introduction of such a charge was con-
sidered essential even without other reforms as a
means of inducing the management of enterprises
te economize on investment outlays and to achieve
optimum wutilization of existing capacity. As long as
investment was financed by the State free of charge,
enterprises were inclined {o exaggerate their needs
for capital. The supervising authorities had to rely
largely on the requirements formulated by enter-
prises, even though they were assumed to verify and
control them. The desire to improve the efficiency
of investment and to lessen the backlog of unfin-
ished construction has given 1ise to various sugges-
tions, Thus, it has been suggested that investment
funds earmarked for a given project should be
placed at the disposal of the enterprise or the firm
to which the new project is allocated and that this
firm should be fally responsible for the necessary
arrangements with construction firms and with the
enterprises producing machinery and equipment for
the project. This measure, together with the intro-
dution of interest on capital, is expected to increase

considerably the efficiency of investment, Influenced
by the new measures, the investing firm should be
interested in shortening the construction period and
in economizing on other outlays in contrast to the
present arrangement whereby neither the firm for
which the project is built nor any other organiza-
tion is sufficiently interested in improved efficiency.

The tendency towards enlarping the freedom of
action of enterprises does not imply the elimination
of central planning or the guiding role of the cen-
tral authorities in economic development. The new
approach does, however, involve significant changes
in the functions of the central planning and man-
aging agencies. If the activities of enterprises are
not to be determined by directives but by commer-
cial orders, the question arises as to where these or-
ders would originate and what vole the central plan-
ning and management authorities would play in their
determination. The solution of this problem clearly
depends on the extent of decentralization. Accord-
ing to some proposals, the planning agencies, after
preparing the basic outlines of the plan, should,
through the medium of intermediate planning and
other agencies, ask enterprises to present offers for
delivery of goods required for the implementation
of national economic plans. The orders would then
be placed with the enterprises that offer the most
advantageous conditions relating to quality, cost and
delivery schedules, After the agreements are con-
cluded, the contractual obligations of these enter-
prises would provide the basis for the formulation
of their individual plans without any need for di-
rectives from the higher authorities. This system is
expected to enable enterprises to select the most
advantageous pattern of production and to provide
inducements for innovations and improvements.
Through such inducements, the system is expected
to offset the earlier tendency to repeat the existing
pattern of output and to avoid innovations in tech-
niques and introduction of new production lines.?

The plans of enterprises based on contractual
agreementfs yelating to sales rather than directives
would become the foundation for the final formu-
lation of national plans. These plans would, thus,
not only provide a much better reflection of the
actual conditions of the economy, but they would
also be better co-ordinated with the sectoral and
enterprise plans. Other proposals suggest that a
considerable improvement in planning and manage-
ment of the economy could be achieved if the system
of directives were retained only for enterprises pro-
ducing final goods, while enterprises producing raw
materials and intermediate goods would be left free
to determine their production programes on the

* Especially when such changes could result in temporary
under-fulfilment of directive targets set for a given period.
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basis of orders placed with them by the purchasers
of their products. It has also been maintained that
decentralization could be pushed much further with-
out impairing the planned development of the econ-
omy. Thus, for instance, production programmes of
enterprises producing final consumer goods could
be determined entirely by orders placed with them
by wholesale trade firms, These firms, in turn, would
formulate their requests on the basis of information
received from the central planning agencies on
planred growth of disposable income and consump-
tion, on the one hand, and on evaluation of changes
in the pattern of consumer demand on the other. In
fact, such evaluations have been made in the centrally
planned economies in the process of preparing pro-
duction plans, but they were used for formulating
directives for producing enterprises rather than as a
basis for commercial agreements between firms.

In the sector producing investment goods, the
starting point for similar arrangements could be the
investment programme contained in the central plan
and the provisions relating to the financing of in-
vestment projects. The allocation of funds to indi-
vidual firms or enterprises for investment purposes
would provide the basis for concluding agreements
between investors and the firms specialized in the
preparation and construction of investment projects.
These firms would, in turn, place their orders with
enterprises producing machinery and equipment,
construction enterprises and other sub-contractors.

A very important feature of these proposals is
that they imply that most of the activities of various
administrative organs—supervision of plants, allo-
cation of supplies, serving as intermediaries in inter-
enterprise relations and fulfilling other controlling
functions—should be transferred to firtns or asso-
ciations of enterprises which operate as purely eco-
nomic units that are provided with capital but which
cover their current expenses from their sales pro-
ceeds and earn profits. The enlargement of the anton-
omy of the enterprises envisaged in these schemes
may not be egually extensive in all segments of the
economy. The administrative agencies may resort
to directives relating to output of some intermediate
goods, thus altering the links between enterprises at
successive stages of manufacturing—ifrom final goods
to raw materials—established by contractual agree-
ments between enterprises. This possibility is en-
visaged particularly for the period of transition to
the new system. However, it is considered that, sub-
ject to laws and regulations, the current activity of
enterprises should not be interfered with unless the
emergence of shortages and imbalances makes it im-
perative to bring them under direct control of ad-
ministrative authorities.

These changes may have a profound effect on the
activities of the centyal planning agencies. Since the

annual plans are in practice largely predetermined
by the existing capacities and the existing pattern of
demand, there is a widespread tendency to de-em-
phasize their importance in favour of medium-term
and long-term plans, both at the central and the en-
terprise levels, The lessening of the directive char-
acter of the plans and the enlargement of the auton-
omy of enterprises are likely to act in the same
direction. In fact, it is widely recognized that the obli-
gation to fulfil annual plans has frequently led to
the deterioration of quality or to the application of
measures which in the longer run had a detrimental
effect on the activities of enterprises. During recent
years, the annual plans were increasingly conceived
as segments of the long-term or medium-term plans
and the evaluation of the performance of the econ-
omy during a given year was less concerned with
the degree of fulfilment of the annual plan than
with its effect on the achievement of long-term goals.
While this attitude was adopted with respect to
over-all rather than enterprise plans, there is a
tendency to apply this approach to the plans of en-
terprises as well. The gradual enlargement of the
autonomy of the enterprises along the lines indicated
would also imply changes in the content of the cen-
tral plans and in the activities of the central plan-
ning boards. The central planning agencies wouid
most likely concentrate largely on the preparation of
the broader aggregates of the long-term plans, while
their activity with regard to annual plans would be
devoted mainly to current policy measures relating
to the financing of investment, credit and fiscal pol-
icy, the determination and regulation of wages and
prices and indirect measures guiding enterprises in
the direction outlined in the annual segment of the
medium-term plans,

It has already been stated that the new approaches
to planning and management described in the pre-
ceding review are still under debate and that they
have not heen presented in the form of fully elabor-
ated proposals for the reform of the system. Their
importance lies in the fact that they reflect the gen-
eral trend in the attitudes to planning and manage-
ment of the economy and indicate at least the direc-
tion of changes which are contemplated in most
centrally planned cconomies,

As indicated in other parts of this chapter, certain
significant steps in this direction have been under-
taken during recent years in several countries. In
1963, the most important changes occurred in Fast-
ern Germany, which until recently was less inclined
than other centrally plammed economies to adopt any
significant alteration in its system of planning and
management of the cconomy. In an official document
entitled “Principles of the New Economic System of
Planning and Management of National Economy”,*

FNenes Deutschland (Berlin), 16 July 1963
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published in 1963, the East German authorities criti-
cized the prevailing system of planning and manage-
ment on the ground that it was unable to secure a
high efficiency of economic activities and, therefore,
a sustained rapid and balanced growth of the econ-
omy. The methods used in economic planning and
management were concentrated on reaching the
quantitative targets set in the annual plans with little
regard to cost, labour and material inputs and qual-
ity of products. The setting up of exaggerated tar-
gets which could not be fulfilied in any circumstances
led, according to this document, to strains and
stresses, imbalances, deterioration in quality and in-
creased investment costs. The document emphasizes
that the aim of the new system of planning and man-
agement is to eliminate the rigidity of the previous
systemn through increasing the scope of autonomous
decisions of the management of enterprises or of
their associations,

The initial steps taken in this direction consisted
of the establishment of eighty-two associations of
state enterprises which correspond broadly to the
branch structure of the industrial sector. The most
significant feature of these associations is that they
are set up as business concerns which are provided
with capital but which cover their current outlays
from their sales proceeds and earn profits, While
associations of enterprises have existed for some
time also in other countries, they were not as a rule
set up as firms or business concerns and their activ-
ity was in practice largely limited to transferring to
the lower units the directives derived from the cen-
tral plans, that is, fulfilling functions similar to those
performed by the former central branch administra-
tions of various industrial ministries. The new ele-
ment in the East German system is precisely the fact
that the associations of enterprises are not conceived
as administrative bodies but as profit-making under-
takings. The associations of industrial enterprises
have the exclusive responsibility for planning
and management within their respective industrial
branches. They have to conform to the general di-
rectives formulated for each branch in the central
plan, which, however, is to be prepared with their
active participation. Profits are to be employed as
the main indicator of the performance of the asso-
ciations as well as of the enterprises under their
jurisdiction. A planned proportion of profits and of
depreciation funds of individual enterprises is to be
transferred to the associations. The enterprises will
also pay to the associations a charge on capital which
is to be introduced later. The associations will retain
a considerable proportion of their profits and depre-
ciation funds and transfer the rest of these proceeds
to the budget. The funds left at the disposal of the
associations will provide the means of financing in-
vestment programmes which will be prepared by the

associations for their respective branches subject to
approval by the central anthorities. In order to cre-
ate conditions in which the volume of profits couid
serve as an indicator of efficlency of individual enter-
prises, prices of several industrial commodities, such
as fuels, electric power, basic raw materials and
chemicals, are to be raised in 1964, and brought
closer to their relative production cost. Similarly,
the revaluation of fixed assets and the establishment
of new amortization rates are aimed at creating con-
ditions for the more economical use of capital equip-
ment. The improvement in the incentive system is to
be achleved by setting up in each enterprise a spe-
cial fund for bonuses and premiums, This fund will
be financed by part of the profits earned by the en-
terprise concerned.

The innovations so far announced by the East
German authorities are conceived as only initial
steps in a series of reforms, which are to be intro-
duced gradually. At the present stage, several prob-
lems relating to various aspects of planning and
management have remained unresolved, and their
solution is to be sought through experimentation
with various schemes on a limited scale, But the gen-
eral tendency outlined in the “Principles” is towards
the gradual elimination of the rigidities inherent in
the old system through lessening the role played by
directives and a much greater reliance on indirect
methods of influencing enterprises to act in conform-
ity with the general objectives of the plans of eco-
nomic development,

THE ECONOMIC PROBLEMS OF (CZECHOSLOVAXKIA

The difficulties facing the Czechoslovak economy
in recent years became particularly acute during
1962 and 1963, when for the first time since the
war economic expansion was brought to a standstill,
The dislocation of the economy was teflected in a
decline in national income and industrial produc-
tion. The current long-term plan has been aban-
doned, and the main efforts have heen concentrated
on the reorganization of industry and the elimina-
tion of bottle-necks in order to prepare the ground
for further expansion. At the same time, a critical
reappraisal of methods of planning and management
has led to the formulation of numerous suggestions
concerning the necessity for basic reforms of the
system.

Although the situation in 1962-1963 was influenced
by unfavourable weather which adversely affected
agriculture in 1962 and industry in 1963, the fall in
economic activity in the latter year was the cumu-
lative effect of adverse developments during several
preceding years.

The general conditions of the Czechoslovak econ-
omy in recent years were characterized by stagna-
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tion of agricultural production, scarcity of labour
and natural resources and, consequently, a growing
dependence on imports of food, industrial raw mate-
rvials and fuels required for expanding manufactur-
ing industries. The potential imbalances implied in
this situation were further aggravated by shortcom-
ings of economic policy and by inadequate methods
of planning.

Industrizl plans continued to be prepared without
due regard to the current and capital costs implied in
the patters of expansion, and little was done to alier
this pattern se as to ensure a more efficient utiliza-
tion of available resources, The expansion of output
was largely achieved through increased employment
rather than improvements in productivity of labour,
and through construction of new plants rather than
modernization of existing facilities,

inadequate attention was paid to specialization,
and the fact that policies relating to technological
change were not sufficiently concerned with econo-
mizing raw materials and intermediate goods re-
sulted in substantial increases in input/output and
capital/output ratios, and imposed an increasing
drain on available resources

It is now recognized that a more cautious policy
would most likely have resulted in lower rates of
expansion than those achieved in recent years, but
it would certainly have helped to prevent the devel-
opment of imbalances which bave led to an absolute
decline in production in 1963 and imposed consider-
able restraints on the pace of economic growth in the
near future.

The emphasis on maximizing output in individual
branches, with little regard to cost and the effects
on other sectors, including that of foreign trade, was
inherited from the past, and has not been entirely
abandoned despite the recognition of its shortcom-
ings and the elimination of some of its most obvious
forms. In consequence, frequent statements empha-
sizing the need to reduce costs and capital/output
ratios through changes in the composition of output
and a more economical use of productive facilities
have had little effect.

The emphasis placed on expansion of certain
branches of manufacturing industries was associated
with inadequate attention directed to the growth
of agriculture and to industries producing raw
materials, despite the fact that the expansion of out-
put in these sectors would have reduced dependence
on imports. Agriculture in particular was consider-
ably weakened by excessive withdrawals of labour
to industry,®® and by inadequate incentives to mem-

B While agricuttural production remained at about the
same level as before the war, the number of persons perma-
nently engaged in agriculture declined progressively from
67 per cent of the pre-war figure in 1948 to 56 per cent in
1956 and 40 per cent in 1963.

bers of collective farms. This seems to have been one
of the main reasons for the stagnation of agricultural
output, despite very substantial increases in the sup-
ply of fertilizers and in deliveries of machinery and
equipment. In consequence, the input of industrial
materials per unit of agricultural output increased
very substantially. The resulting rise in total inputs
per unit of agricultural output was reflected in the
fact that, whereas from 1954-1957 to 1958-1961 the
average gross value of agricultural production rose
by about 10 per cent, value added in agriculture
increased by only 5 per cent,

The inadequate growth of output of raw materials
and the rise in cost per unit of output in these indus-
tries were in part due to the depletion of natural re-
sources. But, according to authoritative statements,
much better results could have been achieved in this
sector also, had it been provided with more mod-
ern equipment. The relatively small increases in la-
bour productivity despite the rise in fixed assets per
worker were largely a result of inadequate improve-
ments in production techniques.

Similar factors contributed to the rising capi-
tal/output ratios found in most industries, and to
inadequate increases in labour productivity. It has
been strongly emphasized that the effects of labour
scarcity would have been considerably reduced had
the engineering industry been directed to devote
more attention to modernization and improvement
of the quality of its products, rather than to the ful-
filment or over-fulfilment of purely quantitative
targets.

The role played by Czechoslovak machine build-
ing and metal working industries in recent develop-
ments was of crucial immportance. The output of these
industries acconnted in recent years for about 30 per
cent of total industrial production and for 2 consid-
erable proportion of total exports. The significance
attached to developments in this sector is indicated
by the fact that these were considered one of the
major factors responsible for the difficulties experi-
enced by the Czechoslovak economy.

One of the major shortcomings of Czechoslovak
cconomic planning and policies during recent years
was the inadequate attention paid to the need for
close co-ordination of investment and production
plans with the anticipated developments in foreign
trade. This co-ordination was particularly needed in
Czechoslovakia because, as already stated, the slow
development of domestic production of raw mate-
rials and the stagnation in agriculture resulted in
continuously inereasing demand for imports of these
commeodities. This called for considerable increases
in net exports of manufactured goods, the major
proportion of which represented products of the en-
gineering industries. The expansion in output of
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these industries could not be achieved through in-
creases in the supply of domestically produced raw
materiais and intermediate goods because of scarcity
of natural resources and insufficient capacity in
metallurgy. In consequence, increased exports of en-
gineering products could only be achieved through
larger imports of industrial raw materials, which in
turn called for further increases in exports of manu-
factured goods. A major role in balancing these
imports was played by the machine and metal indus-
tries, which accounted for about 45 per cent of total
exports and represented the largest contribution to
net exports of manufactures, The increasing difficul-
ties involved in this pattern of development are indi-
cated by the fact that, while industrial production in-
creased between 1955 and 1962 by about 90 per cent,
net imports of fuels and raw materials rose by 320
per cent, that is, 3.5 times as fast as industrial pro-
duction. Although more recently this ratio was re-
duced, it still amounted to more than 2.7 between
1958 and 1962. No less significant is the fact that
net imports of raw materials and fuels increased
much faster than net exports of manufactured prod-
ucts, the proceeds of which were necessary to cover
the growing imports of food in addition to the im-
poris of raw materials and fuels, The ratio of net
imports of fuels and raw materials to the net ex-
ports of manufactured goods rose from about 0.22
in 1935 to 0.43 in 1958 and 0.53 in 1962.

The growing dependence on imports of food, fuels
and industrial raw materials, and the inability to
raise sufficiently exports of machinery and equip-
ment to pay for these imports, have developed into
a circular movement in which the inadequate growth
of exports restrained the growth of imports of raw
materials, which in turn acted as a restraining factor
upon the expansion of output and exports of engi-
neering industries,

The high priority assigned to the expansion of
exports of machinery and equipment had a detrimen-
tal effect on investment in other sectors of the econ-
omy, since this policy entailed the allocation of the
major part of Investment outlays to the machine
building and metal working industries, frequently
neglecting other industries the expansion of which
could relieve the pressure on the balance of pay-
ments, Thus, the inadequate growth of production of
fertilizers was one of the factors restraining the
growth of agricultural production, and the relatively
slow progress in the chemical industry hampered the
growth of output of such import substitutes as arti-
ficial fibres and plastics. According to official state-
ments, the concentration on exports of machinery
and equipment has reduced the possibitities for tech-
nical improvements even in the machine and metal
working industries themselves, and the considerable
increase in the range of goods produced by these in-

dustries resulted in slow growth in productivity and
high unit costs of output® These developments in
the machine building industries present a particu-
larly striking example of the effects of the general
economic policy which in practice continued to press
for maximization of output in specific industries ir-
respective of its effect on other sectors and indus-
tries and on the economy as a whole.

The concentration on maximum quantitative re-
sults was associated with inadequate attention to cost
and quality of product, as well as to the need to ad-
just the volume and pattern of output to changes
in domestic and foreign demand. While during
the immediate post-war period the other centrally
planned cconomies provided an expanding market
for almost all products of Czechoslovak engineering
industries, in later years this situation was consid-
erably altered, following the rapid development of
the engineering industries in these countries and the
considerable expansion in their own exports of ma-
chinery and equipment.®®

The expansion of output and exports of machinery
and equipment in other centrally planned economies
obviously imposed certain restraints on the expan-
sion of Czechoslovak exports. It also resulted in con-
siderable changes in the pattern of demand and in
raising the quality standards requested by the im-
porting countries,

The attempt to solve these problems by increased
specialization and international division of labour
among the CMEA countries proved to be more difi-
cult and required more time than anticipated. In
many instances the centrally planned economies have
shown a strong preference for imports from the mar-
ket economies, since these countries were able to
offer more recent models of machinery and equip-
ment and higher-quality goods than those which
could be supplied by Czechoslovakia. Frequently the
inadequate quality, obsolete models and failure to
meet contractually fixed delivery schedules also con-
tributed to the difficulties encountered by Czechoslo-
vakia in its efforts to expand exports to developing
or developed countries in the rest of the world.

Although these tendencies have been apparent for
some time, very little was done until recently to
adapt the pattern of output and the standards of
quality to the new requirements. In fact, planning
and management in machine building continued to

® Plangvané Hospodarsivi, No. 11, 1963,

 This is clearly demonstrated by the following data show-
ing the percentage share of machinery and eguipment in the
exports of several centrally planned economies in 1955 and
1962, respectively: Bulgaria, 25 per cent and 19.5 per cent;
Czechoslovakia, 435 per cent and 47.6 per cent; Hungary,
297 per cent and 361 per cent; Poland, 13.1 per cent and
29.8 per cent, In Romania the share of machinery and equip-
ment in total exports rose from 4 per cent in 1950 to 10 per
cent in 1956 and 18 per cent in 1962,
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follow the pattern which, in entirely different condi-
tions, could have yielded results, but which, in the
new circumstances, became increasingly harmiul to
the growth of the economy, While developments in
the machine and metal working industry were cru-
cial, problems of a similar nature also existed in
other branches of industry where output was often
planned without adequate regard for changes in de-
mand. The lack of sufficient co-ordination hetween
the activities of various enterprises, and between
units producing final consumer goods and the retail
trade outlets, resulted in accumulation of stocks of
certain goods and shortages of others. The efficiency
of investment was considerably impaired by the
accumulation of unfinished construction, caused by
the inadequate evaluation of the capabilities of the
building organizations made in the formulation of
investment plans. To sum wup official pronounce-
ments, the major imbalances in the Czechoslovak
economy were caused by inadequate output and
availability of food in relation to demand, imbalances
between the requirements of the engineering indus-
try and the capacity of the metallurgical industry
and between over-all demand and output of {uel and
power, the overstrained transportation facilities and
the difficulties in foreign trade,

The solution of these problems is to be achieved
by a thorough reorganization of industry and by far-
reaching changes in the methods of planning and
management of the economy. Although the changes
in the methods of planning and management have
not yet been formulated officially, the views ex-
pressed in recent debates leave little doubt that the
general tendency is to increase considerably the free-
dom of action of management of individual enter-
prises or assaciation of enterprises, and ta rely much
more on financial and fiscal means of influencing
their activities, rather than on administrative direc-
tives. Tt is, however, considered that such decentrali-
zation will have desirable effects only if it is asso-
ciated with the creation of a system of incentives
inducing management to achieve optimum results.
The role played by profits in the evaluation of the
efficiency of enterprises and in determination of re-
wards is to be considerably increased. The introdue-
tion of a charge on capital similar to that already in
existence in Hungary is also being contemplated as
a factor to induce the enterprises to make better use
of productive facilities. The role of the enterprises
in the formulation of production plans is to be sub-
stantially strengthened, and those plans are to be
largely based on inter-enterprise arrangements re-
lating to supply and deliveries of their respective
commoadities. Although the need for institutional
changes is fully recognized by the Czechoslovak au-
thorities, the introduction of these reforms is to be

postponed until the elimination of the moest impor-
tant imbalances enables the economy to resume its
growth. It is considered that in the present situation
little can be gained by decentralization since the most
urgent corrective actions call for centralized de-
cisions.

The main objectives of government policy are to
achieve improvements or arrest the deterioration in
current input/output and capital/output ratios, and
to bring about an acceleration of growth of labour
productivity., The expansion of agricultural produc-
tion and in the output of raw materials is expected
to reduce dependence on imports. Improvements in
the quality of exportable manufactured commodities,
machinery and equipment as well as consumer goods
are expected to facilitate a rise in exports and the
capacity to pay for imports. It has been particularly
stressed that the expansion in the output of manu-
factured conswmer goods using largely domestic raw
materials should enable these industries to regain, in
part at least, the place they have occupied in the past
in Czechosloval exports. It is now considered, in
contrast to the views expressed earlier, that an in-
crease in the share of these industries in production
and exports will have a beneficial effect on the econ-
omy of Czechoslovalia. Considerable attention is to
be devoted to the expansion of the chemical indus-
try, especially with regard to fertilizers, artificial
fibres and plastics. The plan for 1963 provided for
increased completion of projects under way, for a
reduction in the nwmber of new starts and for re-
ducing the imbalances between supply and require-
ments of producer as well as of consumer goods.
Partly hecause of the adverse weather which affected
coal mining, metallurgy, transport and construction,
little improvement was achieved during that year,
The plan for 1964 provides, int addition, for a reduc-
tion in stocks and {for restraining or arresting pro-
duction in inefficient plants wherever such measures
are necessary for the economy. To resume expansion,
and to accelerate the growth of the economy, cousid-
erable efforts are to be made to recduce the consump-
tion of power, raw materials and other goods in re-
lation to output. The concentration on efforts tfo
eliminate imbalances is also reflected in the decisions
relating to income policy. According to these de-
cisions, the changes in income payments and con-
sumption will be limited and entirely subordinated
to the need to raise incentives in agriculture and in
a few selected industries. The implementation of
these policy measures is not expected to restore bal-
ance to the Czechoslovak economy in 1964. Rather,
the improvements to be achieved during that year are
conceived of in terms of laying the foundations for
the process of readjustment and structural change, a
process which cannot be accomplished rapidly.
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AGRICULTURAL POLICIES IN THE Sovier UNION

Although increased atteation was devoted to im-
provements in agriculture in all centrally planned
economies, by far the most significant changes in pol-
icy during 1963 occurred in the Soviet Union. Be-
fore beginning the review of the problems of Soviet
agriculture, however, it seems relevant to give a brief
deseription of policy measures taken in this field by
other centrally planned economies in the course of
the past two years. During this period particular at-
tention was devoted to strengthening the incentives
for an expansion of output, and to technical im-
provements. The completion of collectivization in
most countries®! called for considerable investment
both in plant production and in livestock breeding,
In some countries, difficulties in finding adequate
means of financing the investments needed by col-
lective farms for the development of animal hus-
bandry led to significant changes in official attitudes
towards farming on private plots. In Hungary the
Government increased the aid given to members of
collective farms for production of poultry and eggs
on private plots; prices paid by government agencies
for poultry were increased, and prices paid by peas-
ants for fodder were reduced. In view of the lack of
adequate facilities on collective farms, and in order
to increase incentive in cattle breeding, the Hun-
garian authorities have introduced a system accord-
ing to which part of the livestock belonging to col-
lective farms is placed under the care of its members
on their private plots, against remuneration related
to increases in output. This system, introduced ear-
lier, was further extended in 1963.

Bulgaria has also introduced reforms tending to
stimulate output on the private plots of members of
collective farms. Land was assigned to those mem-
bers of collective farms who had no private plots,
and collective farms were advised to supply their
members with livestock within the limits set by the
law, to provide them with fodder and to allow the
grazing of privately owned livestock on pastures be-
longing to collective farms.

In Eastern Germany and Romania the measures
designed to stimulate agricultural production took
the form of increases in prices paid to agricultural
producers. In Romania prices paid for various types
of cattle were increased by 15 to 55 per cent. There
were also increases in bonuses which took the form
of feed-stuffs given to collective farms, their mem-
bers and private farmers, at the conclusion of con-

% In Poland most of the collective farms were dishanded
and the enfargement of the small co-operative sector in
agriculture is to be achieved gradually and on a purely
voluntary basis. In consequence, the problems of agricultural
policy in this country differ considerably from those faced
by countries where agricultural activities are conducted by
state and collective farms.

tracts for delivery of livestock and animal products.
In Eastern Germany the price increases for livestock
products introduced in 1962 are to be followed in
the beginning of 1964 by a general increase in pro-
curement prices for crops. Prices for some products
are to be increased by 20 to 30 per cent over their
average 1963 level. At the same time, a system of
bonuses has been introduced for deliveries exceed-
ing the planned quotas.

In Czechoslovakia, where agricultural production
had suffered from a virtual stagnation during the
past ten years, the main efforts were devoted in 1963
to organizational changes. The consolidation of the
collective farms into larger units, initiated some time
ago, was continued in 1963.°% In order to improve
the planning and management of agriculture, a new
agency, the Agricultural Production Administration,
was set up under the Ministry of Agriculture. The
main task of this agency is to study the problems of
agriculture and to prepare production and procure-
ment plans for each district and region, giving spe-
cial attention to their individual problems. Apart
from these organizational changes, a new bonus gys-
tem was introduced for promoting increased produc-
tion and delivery of milk. Beginning with 1964 the
bonus for milk deliveries exceeding planned quotas
will be paid into the “mille premium fund” of the col-
lective farms, to be used for monthly payments to
collective farm members directly responsible for
cattle breeding.

While the measures adopted by most centrally
planned economies during 1963 were broadly in line
with policies initiated earlier, the particular impor-
tance of the changes which occurred in the Soviet
Union is that they represent a very significant shift
in policy towards more intensive methods of land
cultivation. The inadequate use of such methods was
one of the basic factors accounting for the inability
of Soviet agriculture to expand in accordance with
the plan targets. An acceleration of the growth of
agricalture—through the application of more inten-
sive methods of land cultivation-—is expected to con-
tribute to the achievement of the very ambitious
targets set for per capita comswnption. Thus, this
expansion would also have a considerable influence
on developments in those European centrally planned
economies which are dependent on Soviet grain ex-
ports.

The developments in Soviet agriculture during the
past ten years were characterized by a steep increase
in production between 1953 and 1958 followed by a
relatively slow increase in subsequent years. Between
1953 and 1959 agricultural production increased by

= From 1959 to 1963 the number of collective farms was
reduced from 12,560 to 4,500 and the average area of arable

land per collective farm rose from 354 hectares to more than
700 hectares. Similar consolidations took place in state farms.
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about 50 per cent. The importance of this advance is
clearly indicated by the fact that in 1940 agricultural
production was only 40 per cent higher than in 1913
and in 1953 it was only 4 per cent above the level
reached in 1940. Although the changes in agricul-
ture between 1913 and 1940 and again between 1940
and 1953 were strongly influenced by the world
wars, the revolution and the difficulties encountered
in the process of collectivization, the fact remains
that the advance achieved between 1953 and 1959
was exceptional. The significant thing about the ad-
vance achieved during the nineteen fifties is the fact
that it was largely due to an extension in the area
sown, made possible by bringing under cultivation
virgin and fallow land in Kazakhstan and western
Siberia, Within this short period the cultivated area
increased by about 40 million hectares.®® The further
increase in the sown area by an additional 20 mil-
lion hectares from 1959 to 1962 has resulted in only
relatively small increases in output. A large part of
the newly cultivated land was, however, of marginal
value because of the character of the soil, subject in
certain cases to erosion, scarcity of water and un-
favourable atmospheric conditions. The magnitude of
the effort required for this huge undertaking and the
impact of this effort on traditional agriculture are
indicated by the fact that large state farms estab-
lished in the new territories absorbed the major part
of the tractors and grain combines delivered to agri-
culture between 1953 and 1962. Only a small propor-
tion of the supply of these types of machinery went
to the coliective farms in the traditional agricultural
regions, Between 1959 and 1962, for instance, the
stock of tractors and frucks on collective farms had
remained virtually unchanged, and that of grain com-
bines even declined.™

The attempts to solve the problems of agricultural
production through huge expansion in the area sown
proved to be inadequate in the long run. After the
initial steep increases in the volume of grain pro-
duction, further growth of output in the new terri-
tories was hampered by the physical conditions of
this area. It is true that the effects of recurrent bad
weather were not unexpected. Official statements
made at the time the programme was being started
indicated that cultivation of the new lands would be
worth-while even if, within a period of five years,
only one excellent, two medium and two poor crops
were to be harvested,

® From about 157 million hectares in 1953 to 196 million
hiectares in 1959.

% The number of grain combines fell from 292,000 at the
end of 1959 to 236,000 at the end of 1962. Total stock of
agricultural equipment increased during the same period as
a resuit of substantial additions to the stocks of state farms,
largely in the newly cultivated areas. Between 1859 and 1962
total stocks of tractors rose from 1,054,000 units to 1,326,000
units, that of trucks from 729000 to 875,000 and of grain
combines from 494,000 to 520,000,

Almost at the same time as the sown area was ex-
panded, another campaign was undertaken to in-
creage the productivity of land through an enlarge-
ment of the area under maize. While the newly sown
territories were to produce mainly bread graing, in
other parts of the country the area under maize in-
creased at the expense of other grains. The exten-
sion of the area under maize was an integral part of
the programme for raising the output of animal hus-
bandry required to achieve the planned increases in
per capita consumption. The area under maize was
extended from 3.5 million hectares in 1953 to 37 mil-
lion in 1962. However, on more than 60 per cent of
this land, because of the prevailing climatic condi-
tions, maize had to be harvested before ripening, and
even before reaching its lacto-cerotic stage; it there-
fore had to be used for silage and green fodder, with
much smaller nutritional value than the ripened
grain. Moreover, the drive towards the extension of
the area under maize resulted in many instances in
planting maize on land where, during recent years,
its yield per hectare was smaller than that of other
grains,

In other regions the yield of maize was obviously
considerably greater than that of other grains, but
even in these regions, in a great number of cases,
the estimated value of inputs per unit of output was
considerably higher for maize than for other grains.’®
This consideration might not have been of primary
importance in a situation where the government pol-
icy was to raise the total supply of grain irrespective
of cost. But, in the long run, the problem of relative
cost would naturally be very important,

In 1961 a new attempt was made to accelerate the
growth of agricultural production by altering the
system of crop rotation. The system of crop rotation
prevailing in the Soviet Union consisted of periodi-
cally leaving one part of the sown area fallow or un-
der annually sown grass. During fallow periods the
grassland was used {or livestock feeding; the grass
was then ploughed in so as to enrich the land for
sowing grain. The decision taken in 1961 was de-
signed to eliminate the fallow and grass stage from
the rotation cycle, replacing it with maize, sugar-beet
and pulses.®® The full implementation of these mea-
sures was not expected Immediately, however, be-
cause of the time required to provide additional
equipment and fertilizers called for by the anticipated
increases in production.

® According to M. Lemeshev in Planovee Khooyaisivo,
No. 1, 1964 (Moscow}, in the Krasnodar Krai, for example,
the yield per hectare of maize was only 1.7 quintals higher
than grain, while current expenditure per hectare amounted
to 387 roubles for grain and 812 roubles for maize. Such
unfavourable cost price relations existed in the whole
Northern Caucasus.

™ In consequence, the area under faliow was reduced from
16.1 million hectares in 1961 to 7.4 million hectares in 1962,
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The brief review of these policies indicates that,
during the past, the main efforts were directed to-
wards increasing production of grain through an ex-
tension in the area sown and by changes in the allo-
cation of land among various crops rather than by
increases in the yield of individual crops. In fact,
while improvements in yield did occur, the average
yield of grain crops remained exceedingly low .37 The
main reason for the low yields per hectare was the
fact that the area under grain was virtually deprived
of fertilizers, the major part of which was allocated
to the production of technical crops such as cotton,
sugar-beet, flax and hemp. According to an official
statement, in planning the supply of fertilizers for
agriculture, only the needs of technical crops were
considered, and practically no attention was paid to
the requirements of grain production. In 1960-1961,
for instance, more than 50 per cent of the total sup-
ply of fertilizers was allocated to the production of
the four technical crops mentioned ahove, account-
ing for about 4 per cent of the area sown. The re-
maining 50 per cent went mainly to areas under sun-
flowers, potatoes, tea and fruits, and only a very
smali proportion of the total went to the area under
grain, which accounted for more than 60 per cent of
total land under cultivation,?®

Under such conditions, the measures taken so far
could have only a relatively limited effect. Although
the need to increase the supply of fertilizers, pesti-
cides and other chemicals to agriculture was recog-
nized earlier, the decisions reached at the end of
1963 and in the beginning of 1964 represent a de-
cisive turning-point in this respect, These decisions
place the main emphasis on increasing the yield of
grain to be achieved through huge increases in the
application of fertilizers. The accelerated growth of
grain production is now considered crucial Apart
from its importance in total agriculture, it is vital to
the further expansion of animal husbandry, Tt is
therefore an important factor in the achievement of
the long-term goals for per capita consumption.

The programme for expansion of the chemical in-
dustry, which was assigned the highest priority rat-
ing, provides for an increase in the output of fer-
tilizer, from 20 million tons in 1963 to 25.5 million
in 1964 and to 35 million tons in 1965. About 10

miilion tons of fertilizer are to be applied to grain

cultivation in 1964, mainly in the Ukraine, the
Northern Caucasus and the Kuban region 3® In addi-
tion, the output of pesticides and weed-killers is
planned to increase from about 60,000 tons in 1963
to 126,000 in 1964, It is expected that the rise in the

T The average annual yields of all grains per hectare
amounted to 7.7 quintals in 1949-1953, 92 in 1954-1958 and
10.8 in 1959.1962

¥ See Poprosy Elonomiki, No, 12, 1063,

® Ihid.

supply of these chemicals will contribute to substan-
tial increases in grain production, planned for 1964
and 1965. The output of grain is planned to reach
167 million tons in 1964, and about 174 million tons
in 1965, that is, to exceed the 1962 output by 13 per
cent in 1964 and by 19 per cent in 1965. Correspond-
ingly, state procurements of grain are expected to
reach 67 million tons in 1964 and 69 million tons in
1965, that is, about 22 per cent more in 1965 than
in 1962%% The improved supply of fodder, and the
consequent rise in the output of animal husbandry, is
expected to permit a substantial increase in state
procurements of these products. Procurements of
livestock and poultry in 1964 are planned to amount
to 9.4 miilion tons, and those of milk to 32 million
tons, that is, 1} per cent more than in 1962 in each
case, it

The increased emphasis on raising output through
higher yields was also reflected in the wide applica-
tion of irrigation and other improvements of land
under grain, inclusive of pulses. The irrigated area
under grain, which in 1962 amounted to some 2.4
million hectares, and in 1963 increased hy 233,000
hectares, is to be extended by an additional 761,000
hectares in 1964-1965, and is then to increase by one
million hectares annually up to 19704 The concen-
tration on expansion of agricultural production is
reflected in the considerable increases in state invest-
ments in agriculture provided for in the plan for the
next two years. Compared with 1963, state invest-
ments in agriculture are to increase by 38 per cent
in 1964 and by another 13 per cent in 1965.

During recent debaies considerable attention was
also devoted to the problem of increasing incentives
and improving methods of planning and manage-
ment in agriculture, Before 1953 the growth of agri-
caltural production was seriously hampered by the
extremely low prices paid by the state purchasing
agencies to the collective farms, as well as by the
lack of correspondence between the prices paid for
various products and the relative quantities of labour
and other inputs required for their production. To
eliminate these defects, prices were increased several
times during the past decade, resulting in a consid-
erable rise in income and in substantial improve-
ments in price/cost relationship® The considerable

“ Almost 54 per cent more than the reduced procurements
in 1963.

 Compared to 1963, procurements of meat and poultry are
to increase by one per cent and that of milk by 12 per cent
in 1964

“ Total irrigated area amounted to 885 million hectares
in 1962, 27 per cent of which was under cotton and the
same percentage under grain.

“The term “cost” cannot be applied to collective farms
without qualification, since the income distributed to mem-
bers of collective farms depends in part on prices received
for deliveries of goods to the state purchasing agencies. In
cansequence, the evaluation of cost was frequently based on
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changes in price levels and price relationships which
occurred between 1952 and 1963 are shown in table
3-20. 1t should be noted that these extremely sharp
increases in prices paid to agricultural producers
took place during the period when retail prices in
state and co-operative trade were declining. The in-
dex of retail prices fell hetween 1952 and 1955 by
15 per cent, and fluctuated narrowly around this
level during the following years. The data relating
to changes in price paid to collective farms clearly
indicate that government policy was largely designed
to increase the relative advantages of production of
grain as well as of animal husbandry, both of which
in the preceding period were at a considerable dis-
advantage in relation to technical crops,

Despite these readjustments and the extremely
steep price increases, prices of heef, pork and, to a
less extent, milk were still lower in 1963 than the
outlays of collective farms on their production. The
decisions taken in 1963 do not provide for any fur-
ther price increases following the rise in prices paid

the assumption that the value of labour inputs in collective
farms was equal to the wage rates of workers in state farms
On the other hand, the distribution of the income of colleetive
farms among its members not only reflects the prices re-
ceived for the various products, but must also take into ac-
count variations in the amount of effort and the qualifications
required for performing individual tasks In consequence,
the situation may arise where the total outlays of a colicctive
farm for production of a given commadity may be higher
than its unit price; in such a case the difference is coverwmd
by “profits” carned from sales of commodities the price of
which exceeds unit cost

The increase in prices paid to collective farms was moti-
vated also by the need to provide them with the means to
purchase machinery and equipment following the abolition
of the state-owned machine and tractor stations.

for the products of animal husbandry in 1962, and
an increase in prices paid for cotton and sugar-beets
in 1963. It is considered that the gemeral level of
prices reached after several consecutive increases is
sufficiently high to provide incentives for further ex-
pansion of agricultural production. The differences
between price and “‘cost” in animal husbandry which
have to be covered by “profits” earned from sales of
other goods can and should be eliminated, according
to official views, not by further readjustments, but
through a reduction in the unit cost of fodder and
labour. The reduction in unit labour cost is to be
achieved through mechanization and improved or-
ganization of work in animal husbandry. The re-
duction in the cost of {odder expected from the in-
creases in yields per hectare is to be achieved through
changes in crop rotation, a shift towards more pro-
ductive crops, and even more, through the consider-
able increases in the application of fertilizers and the
amelioration and irrigation of the area under crops.

The need to improve the methods of planning and
management it agriculture has long been recognized,
and the general tendency was to increase the author-
ity and freedom of decision of the management of
coilective farms. The decision taken in 1935 stipu-
lated that, subject to the fulfilment of its cbligations
to the State, and within the limits of the statutory
rules of coflective farms, management should be free
to determine the volume and pattern of output, the
allocation of Tand and manpower, and the remuner-
ation of labour. It is true that, by fixing the guotas
in regard to deliveries of various commodities to the
state purchasing agencies, the government authori-
ties could influence the production pattern of the col-

Table 3-20. Soviet Union: Average Procurement Prices Paid to Collective Farms and
Average Cost of Materials and Labour Per Unit of Output

(Roubles per quintal)

1962,
asterage costs of
Index muateriol and inbour
Product 1952 1965 (1952==1000) fror grintaln
A i)
Cereals (exciuding corn} .. . ... 097 7.50 779 370 440
Corn grain . oo o 054 766 1,418 ..
SumRr-beets «or iiier e 105 287 273 160 190
COtON, FAW o eomeiee e 3188 38.30 120 2240 2470
Potatoes ... ..o : 047 7.10 1,511 380 480
BeeE . e 203 79 90 3,936 83 40 101,40
Pig-meat . e i e G72 98 00 1458 114 6G 13470
Milk 252 1218 483 1290 1560
Wooi 106.80 37867 355 25040 274 80

Seurce: [owestio (Moscow), 7 March 1964; Naredwoe Khogyaisitvo SSSR v 1962 (Gedu

(Moscow)

*Tn column A the labour component of cost corresponds to income of the collective farms dis-
tributed among its members according to worl performed in production of various commodities In
column B, the labour component was caleulated on the basis of wage rates paid to workers in

state farms See foot-note 4 to the present chapter,
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lective farms. But the elimination of direct interven-
tion in their internal activities was considered an im-
portant factor tending to increase the initiative and
efficiency of the management of collective farms.
These decisions do not seem, however, to have been
fully implemented, Moreover, the steps taken in 1962
to strengthen the links between state and party or-
gans on the one hand and agricultural undertakings
on the other have—according to official statements—
frequently been misinterpreted by local organiza-
tions, and have resulted in the imposition of consid-
erable restraints on the autonomy of collective and
state farms,

It has been stated that, although the territorial
agricultural production boards and agricultural party
organizations established in 1962 were among other
things entrusted with supervisory functions over the
planning and other activities of farms, they were not
expected to impose upon them directives but rather
to advise and aid the farms in their activities. In
practice, however, the local state and patty organi-
zations intervened directly in the curreat operation
of the farms. In many instances they imposed di-
rectives relating to allocation of land, to yields per
hectare, to output of various crops and to livestock
numbers; in general they attempted to regulate from
outside all activities of the farms. In 1963 this atti-
tude of the state and party organizations was strong-
ly criticized and the need to ensure the freedom of
decision of agricultura] enterprises was emphasized.
The importance attached to this problem is indicated
by the decision of the Central Committee of the
CPSU and of the Council of Ministers of the Soviet
Union adopted in March 1964,% which forbids the
local state and party organs to determine for the
farms any production or other targets, with the ex-
ception of those relating to the sales of agricultural
commodities to state purchasing agencies, as pro-
vided in the state plans. The decision emphasizes
that state and collective farms should be entirely free
to determine the area to be devoted to various crops,
the production plans for crops and animal hus-
bandry, the timing and organization of agricultural
work and the introduction of technical improve-
ments. It also states that in the case of disagreement
between the management of the farms and the agri-
cultural production boards relating to internal plan-
ning and operation, the final decision should rest
with the management of the farms.

Anyone violating these rights of collective and
state farms is to be held personally responsible to the

“ See Provda, 24 March 1964,

state and party organs for his actions and shall be
liable to cover any losses such activities may cause
to producing units.

The important decisions taken in 1963 and at the
beginning of 1964 do not pretend to offer solutions
to all the problems raised during recent debates,
Thus for instance, while the need for greater spe-
cialization was again emphasized as a means of rais-
ing productivity, it has been pointed out that col-
lective farms are often reluctant to specialize, in spite
of the consequent increase in income, because the
resulting gains for their members may be offset by
the need to purchase goods such as meat or milk from
other farms, at relatively high prices, Another prob-
lem raised, but not solved, was that of methods of
remuneration for workers in collective farms. Dur-
ing recent years an increasing proportion of collec-
tive farms have introduced advance cash payments
to members, bringing their system of remuneration
much closer to the system of wage payments applied
in the state farms. The advance payments in cash
had a much greater incentive effect than the original
system providing for the distribution of money in-
comme only after the end of the agricultural year, and
after the fulfilment of state deliveries. The gradual
transition towards full remuneration in cash was
considered desirable. The extension of the new sys-
tem was considerably delayed, however, since the
less advanced farms had no financial resources for
advance payments to their workers. In consequence,
the old system of payments in kind and money has
been retained for the time being, although its short-
comings are clearly recognized®s Although several
problems of Soviet agriculture still await solution,
there is no doubt that the measures adopted in 1963
and 1964 open new possibilities for an acceleration
in the growth of agricultural preduction.

Even apart from the measures designed to bring
about an improvement in the management of farms,
the considerable increases in the supply of fertilizers
envisaged for the forthcoming vears seem certain to
result in a substantial increase in output, and in view
of the prevailing very low yields per hectare asso-
ciated with extremely inadequate applications of fer-
tilizers to grain production, the steep rise in the sup-
ply of fertilizers may erable the Soviet Union to
expand its agricultural production at significantly
higher rates than might be achieved by a more high-
ly developed agriculture,

“The system of remuneration in state farms was also
subject to discussion, without leading te a final choice be-
tween the following alternatives: fixed wape per unit of
output or remuneration based on three indicators—yields,
working time and cost reduction per unit of output,
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Plans for 1964

The annual plans of the centrally planned econ-
omies for 1964 presented significant differences con-
cerning the basic fasks to be accomplished during
that year. While for such countries as Bulgaria,
Hungary, Romania and the Soviet Union the plans
adopted for 1964 aimed primarily at fulfilling the
annual objectives of the long-term plans, in other
countries the main emphasis was placed on the elimi-
nation of the imbalance of recent years. The rate of
growth in national income planned for 1964 was
much higher among the first group of countries than
in the other countries,

In Czechoslovakia and Fastern Germany, the long-
term plans of economic development were abandoned
before their completion ; it was stated that the period
preceding the initiation of new long-term plans
would be devoted largely to reorganization and re-
adjustment required for preparing the ground for
further economic expansion. In Poland, also, the cur-
rent long-term plan was revised ; considerable efforts
have been undertaken to improve the internal as well
as external balance of the cconomy. In Bulgaria,
Fungary, Romania® and the Soviet Union, the 1964
plans provide for a rise in national income from 6 {o

 Although no target for national incorae is available for
Romania, the percentage ingreases planned for specific sece
tors scem to imply that the over-all rate of growth of national
income is planned at not less than 6 per cent in 1964,

Table 3-21.

8 per cent; in Eastern Germany and Poland, national
income is planned to increase by somewhat less than
4 per cent; but in Czechoslovakia, the planned in-
crease for 1964 amounts to only 1.4 per cent (see
table 3-21).

In Czechoslovakia, the plan provides for only a
partial compensation for the 4 per cent decline which
occurred in 1963; consequently, the volume of na-
tional income anticipated for 1964 will still be al-
most 3 per cent below the level reached in 1962.
Czechoslovalkia and the Soviet Union are the only
two countries where the growth rate of national in-
come planned for 1964 is higher than that provided
in the plan for 1963. It is expected that 1964 will
mark a recovery {from the over-all decline in Czecho-
slovakia and from the fall in agricultural production
which occurred in the Soviet Union in 1963.

In other countries the rates of increase planned
for 1964 are Jower than those planned for 1963, al-
though in most cases they do exceed the rates of
growth of national income actually achieved during
the past year. Only in Poland does the plan provide
for a smaller increase in national income than that
planned and achieved in 1963.

The planned acceleration of growth of national in-
come in most of the centrally planned economies is
not always associated with the acceleration of invest-

Planned Targets for 1964

{ Percentage increases over preceding vear)

zecha-

FEasicrn

Ttem Bulgoria Go000e  Germany Hungary  Poland Romania USSR

National income .. e 6.3 14 38 65° 36 - 77%
Gross fixed investment ...... . B0 14.6¢ g1 100" 17 13.07 104+
Personal consumption . ... . . 23 . 45 Ce e .
Retail sales, volume ... . .... 70 28 45h 50 57 96 57
Industrial production ... ... 88 36 7.3¢ 7.0 6.3 118 84!
Industriaf employment ... .. .. 41 08 33 17 25 37
Qutput per man in industry .. 45 28 36 45 92 46
Agricultural production ... .. 86 G5 . 43 11 o
Fareign trade turnover ...... 8.1 37 B84 6.0 6.8 1090

EXports oo ii e 71 . 88 65 126

Imports ..eeunnis e 9.4 77 55 i6

SouncE: See table 3-1; also official documents for 1963.

relating to plans for 1964,

*The plan foresees an increase of 6 to 7
per cent.

" Based on the assumption thal the 16 per
cent increase planned for 19565 over 1963 will
he equally divided between the two interven-
ing years.

® Including general repairs.

* The percentage increase indicated in the
plan for 1964 relates to the planned and not
to the actnal levels atiained in 1963 Data
given in the table were readjusted on the
basis of information relating to actual data

* State and co-operative investment is also
planned to increase by 10 per cent

f State investment.

# Centrally planned investment.

EIn current prices; estimated on the basis
of data relating to the growth of suppiy of
industrial constmer goods and food by using
the weights of these commodities in refail
sales in 1962,

! Based on the assumption that the 7.5
per cent increase planned for 1965 over 1963
will be equally divided between the two inter-
vening years.
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ment activities. Thus, in Bulgaria, where total in-
vestment increased by 9 per cent in 1963 and “limit”
investment by 17.6 per cent, the plan for 1964 pro-
vides for a decrease of almost 7 per cent in total in-
vestment and a one per cent fall in “limit” invest-
ment. In Hungary, investment, which rose by 12 per
cent in 1963, is planned to increase by 10 per cent
in 1964, In Poland investments are planned to in-
crease by less than 12 per cent in 1964, compared to
a 4.6 per cent increase during the preceding year.

In all other countries the plans for 1964 provide
for quite substantial acceleration in investment ac-
tivities. The most significant change is planned in
Czechoslovakia where the 12 per cent decline in ja-
vestment in 1963 is to be followed by an almost 15
per cent increase in 1964 In Romania investment is
planned to increase by 13 per cent in 1964 compared
to a 9 per cent increase in 1963, and in the Soviet
Union centrally planned investments, which rose by
6 per cent in 1963, are planned to increase by 10 per
cent in 1964, In EFastern Germany investment out-
lays in 1964 were to exceed the outlays planned for
1963 by 37 per cent, But since the actual investment
outlays were much smaller than those anticipated
and the level of investment originally planned for
1964 has not been achieved, the planned increase in
investment actually amounts to 9 per cent.

In most centrally planned economies, the investment
plans provide for increased concentration on com-
pletion of investment projects started earlier in order
to reduce the volume of uncompleted construction.
In consequence, the ratio of the value of projects
completed during the year to investment is expected
to improve in most countries. In the Soviet Union,
for example, the plan for 1964-1965 provides for a 20
per cent increase in fixed investment and a 26 per
cent increase in completion of projects under way
and a reduction of the value of unfinished construe-
tion by 1.5 billion roubles, that is, by about 6 per
cent. The effectiveness of investment is also ex-
pected to increase by the continuation of the policy
of raising capacity through modernization and ex-
tension of existing plants wherever possible rather
than by construction of new projects.

The plans for 1964 especially emphasize expansion
of agricultural production. Considerable increases
are planned in investment in agriculture and in in-
dustries providing agriculture with machinery and
equipment, fertilizers and other chemicals. In the
Soviet Union, state investment in agriculture is
planned to increase by 18 per cent in 1964 and by
19 per cent in 1965, while total investment is planned
to increase by about 10 per cent during each of these
years. In Poland, where total investment is planned
to increase in 1964 by 17 per cent only, investment
in agriculture is scheduled to rise by 27 per cent. In

Hungary also, investment in agriculture is planned
at a substantially higher rate than total investment,
largely in connexion with the programme of large-
scale irrigation works and other projects aiming at
land improvement and the extension of cultivated
areas.

In most centrally planned economies, retail sales
are planned to increase faster in 1964 than during
the preceding year. The acceleration is particularly
significant in Eastern Germany where retail sales are
planned to rise by 4.5 per cent in 1964 as against a
less than one-half of one per cent increase in 1963.
Much smaller acceleration is planned in Czechoslo-
vakia and Poland, as well as in Romania and the
Soviet Union. In Romania retail sales are to increase
by 9.6 per cent in 1964, that is, much faster than in
any other country of the group. In Bulgaria the plan
provides for a 7 per cent increase in 1964 as against
an actual increase of 9.4 per cent in 19563. An even
greater deceleration is planned by Hungary, from
8 per cent in 1963 to only 5 per cent in 1964. In sev-
eral countries the rates of increase planned for retail
sales are higher than those planned for national in-
come. While in Bulgaria these differences are insig-
nificant, they are quite substantial in Poland, Fastern
Germany and, especiaily, Czechoslovakia. In the lat-
ter country, for which data on planned consumption
are also available, the 2.3 per cent rise in consump-
tion compared with the planmed 1.4 per cent increase
in national income clearly indicates a further shift
in the allocation of national income towards con-
sumption. While no such definite conclusion can be
derived from the data available for other countries,
it seems that a similar shift is likely to occur in
Poland also. In contrast, in Hungary retaii sales and
consumption are planned to increase less than na-
tional income. In the Soviet Union the planned data
on the growth of national income, investment and
retail sales show a similar tendency.

The accelerated growth of national income in 1964
is to emerge largely from very substantial increases
in agricultural production in Bulgaria and the Soviet
Union. In each of these countries industrial produc-
tion is planned to rise less than in 1963, while agricul-
tural production is supposed to increase much faster
than during the preceding year in Bulgaria and to
recover from the 1963 decline in the Soviet Union. In
Czechoslovakia and Fastern Germany, however, the
acceleration in the growth of national income is to
be brought about entirely by a faster rate of expan-
sion in industry. In Poland the effect of an accelera-
tion in industrial production is to be offset by an ex-
pected deceleration in the growth of agriculture, thus
accounting for the slowing down in the growth of
national income. In Hungary output of both industry
and agriculture is planned to expand at the same
rates as those achieved in 1963, and the acceleration

B —
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of growth of national income is expected to be
brought about by an increased contribution of other
sectors of material production, such as construction,
transport and commurnications and trade.

The fastest growth in agricultural production is
anticipated by Bulgaria where the plan for 1964 pro-
vides for an 8.6 per cent rise in output as against a
less than one per cent increase in 1963. While no
global targets for agriculture have been announced
by the Soviet Union, data on output of grain planned
for 1964 and data on planned procurements of prod-
ucts of animal husbandry indicate that total agricul-
tural production is expected to increase considerably
over the low level to which it had fallen in 1963. In
Poland, however, the growth rate of agricultural
production is expected to decline from 3.8 per cent
achieved in 1963 to 11 per cent in 1964.

In industry the largest rates of growth are planned
by Romania, where output is scheduled to increase
by 12 per cent, followed by Bulgaria and the Soviet
Union which plan to raise their industrial production
by 88 per cent and 84 per cent, respectively. In
TFastern Germany and Hungary production is
planned to rise by about 7 per cent, and in Poland
by over 6 per cent. The smailest rate of increase—
only 3.6 per cent—is planned by Czechoslovakia. It
should he noted, however, that even this relatively
small growth rate represents considerable progress
over the preceding year when industrial production
in Czechoslovalia declined.

In all countries the high priority assigned to the
chemical industry was reflected in a much higher
than average rate of increase planned for that indus-
try for 1964. In the Soviet Union output of the
chemical industry is planned to increase between
1963 and 1965 by 36 per cent and that of engineer-
ing industries by 21 per cent, compared with the
planned rate of increase in total industrial produc-
tion during these two years of 17 per cent. A similar
tendency is reflected in the 1964 plans of other coun-
tries for production of the chemical industries, The
planned rates of expansion in the chemical industries
are 2.8 times as high as the rates of growth of total
industry in Bulgaria and 2.5 times as high in Czecho-
slovakia. Among other countries this planned ratio
amounted to 1.9 in Romania and the Seviet Union
and to 1.8 in Poland.

In all countries the growth of industrial produc-
tion is planned to be achieved largely through in-
creases in productivity of labour and only to a less
extent through increases in employment. Thus, in
Czechoslovakia and Poland ahout three-quarters and
in Romania about four-filths of the increment in out-
put is to be accounted for by a rise in productivity of
labour. In the Soviet Union, however, as well as in
Bulgaria and Hungary, which plan for a relatively

higher rate of increase in employment, the contribu-
tion of the rise in productivity of labour to the
growth of production is planned to be much smaller
than that in the other countries, In the Soviet Union
about 56 per cent of the increment in output is to
be achieved through a rise in productivity of Jabour.

Little information is available on planned increases
in the income of the population. In Bulgaria per
capita real income of the population is planned tfo
increase in 1964 by § per cent,’? while in Hungary
average real income of wage and salary earners, in-
clusive of social benefits, is to rise by 3 per cent. In
Czechoslovakia real wages are planned to increase by
1.3 per cent. In the Soviet Union total money income
of the population—that is, wages, salaries and money
payments received by the peasants—is scheduled to
increase between 1963 and 1965 by 12 per cent
Assuming that the wage bill will increase in the same
proportion and taking into account the planned in-
crease in employment of about 8 per cent, it may be
concluded that the average money wages are planned
to increase during the two years by about 4 per cent.

Foreign trade is planned to grow faster in 1964
than in 1963 in Eastern Germany and Poland, while
in other countries its growth is expected to slow
down. The planned acceleration of growth of foreign
trade is particularly striking in Eastern Germany
where the total trade turnover rose by less than one
per cent in 1963; it is planned to increase by more
than 8 per cent in 1964. In contrast, the greatest de-
celeration is anticipated in Czechoslovakia, where
the rate of increase in foreign trade planned for 1964
amounts to only 3.7 per cent as against a 9 per cent
increase achieved during the preceding year.

Among the four countries for which separate data
on exports and imports are available, only in Bul-
garia are imports planned to increase considerably
faster than exports, thus resulting in a rise in net
imports from 69 million roubles in 1963 to almost
90 million in 1964. In other countries the trade bal-
ance is expected to improve. The improvement is
expected fo be relatively small in Hungary where
net imports are planned to decline from 90 miliion
roubles in 1963 to &4 million roubles in 1964 and
much greater in Fastern Germany where net exports
are planned to increase from about 514 million
roubles in 1963 to 580 millien in 1964, In Poland,
however, exports are to increase by 12.6 per cent in
1964 and imports by only 1.6 per cent, resulting in
a very considerable decline in net imports, from 188
million roubles in 1963 to about 16 million in 1964

In several countries exporis to the market econ-
omies are planned to increase faster than exports

“ This concept includes money payments and income in
Iind, as well as the value of goods used by health, educa-

tienal and other institutions providing free services to the
population.
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to other centrally planned economies. In Poland, for
instance, exports to the market economies are to
increase in 1964 by 20 per cent as against a 12.6
per cent rise in total exports; in Czechoslovakia the
corresponding increases are planned at 6.4 per cent
and 3.7 per cent, respectively.

In most centrally planned economies considerable
efforts are to be made in 1964 to raise exports of
machinery and equipment. Thus, in Hungary ex-
ports of these commodities are scheduled to increase

by 25 per cent and in Bulgaria by as much as 40
per cent.

No data are available on the foreign trade plans
of the Soviet Union. The purchase of some 14 mil-
lion tons of grain in Canada and the United States
is, however, likely to be reflected in an increase in
the share of food in its total imports in 1964. This
is also likely to affect the geographical distribution
of the Soviet Union’s imports by increasing the share
of imports from the market economies in the total

Economic situation in Yugoslavia

National income in Yugoslavia increased by 12
per cent in 1963, a considerably faster rate than that
recorded in any of the three preceding years (see
table 3-22). The rate of growth in national income
had amounted to 18 per cent in 1959 but it fell to
6 per cent in 1960 and to 4 per cent in 1961. This
tendency towards deceleration was reversed in mid-
1962 but the full impact of the new trend became
apparent only in 1963; for 1962 as a whole the rate
of growth in national income amounted to 5 per
cent. The acceleration in national income during
1963 reflected substantial increases in output of both
industry and agriculture,

Industrial production rose by more than 15 per
cent in 1963 compared with 7 per cent in 1962, Qut-
put of consumer goods increased by 17 per cent
while output of producer goods rose by somewhat
less than 15 per cent, The highest rates of growth
were achieved by the chemical and food processing
industries whose output increased by 25 and 20 per
cent, respectively. Output of the machinery and
equipment and consumer durables industries rose by
17 per cent, the textile, leather and shoe industries
by 16 per cent, electric power by 14 per cent and
the basic metals industries by 6 per cent. The growth
of indastrial production was much faster than had
been expected in the plan for the year. This advance
was largely due to an increase in labour productivity
much greater than planned; it rose by 11 per cent
in 1963, which was the highest rate ever achieved
in post-war Yugoslavia.

Agricultural production, which had declined in
1960 by 10 per cent and again in 1961 by 6 per cent,
increased by 4 per cent in 1962 and by 7 per cent
in 1963. Weather conditions, which largely accounted
for these fluctuations, favourably affected output of
bread grains and sugar-beets in 1963 ; these recorded
increases of 17 per cent and more than 40 per cent,
respectively (see table 3-23). Output of maize, how-
ever, increased by only 2 per cent and that of fruit
and wine grapes by one to 2 per cent. Total output

of fodder was affected by the drought and the re-
sulting shortages of feed-stuffs caused a decline in
livestock numbers and a 5 per cent fall in meat pro-
duction,

While total agricultural production increased in
1963 by 7 per cent, output in the socialized sector
of agriculture, which accounts for about 12 per cent
of the agricultural area, rose by 19 per cent and pro-
duction of the private sector by only 5 per cent. The
considerable discrepaney in performance of these two

Table 3-22. Yugoslavia: Selected Indices of
Economic Aetivity

(Preceding year=—100)

Ttem 1960 1961 1962 1963 (5] f,?sfa)
National income .... ... 106 304 105 112 112
Personal consumption .. 106 104 103 110 110

Volume of retail trade® . 111 108 105 114 ..
Gross fixed investment®., 125 122 114 119 110

Total employment ...... 100 104 102 103 104
Agricultural production.. 2 94 164 107 107
Industrial production .. 115 107 107 115 111
Industrial employment .. 108 104 102 104
Output per man in in-

dustry ............... 107 103 105 111 108
Average money ecarnings

in industry . ..., ..., 118 118 109 122
Cost of Hiving .......... 111 108 110 105
Average real earnings in

industry .............. 107 109 9% 115

Sounce: Reply of the Government of Yugoslavia to the
United Nations questionnaire of November 1963 on eco-
nomic trends, problems and policies; Statisticki Godisnjak,
1963 (BeIgrade%; Federal Statistical Office, Indeks, No, 3,
1964 (Belgrade}.

" Value deflated by the index of retail prices,

®In current prices. According to the reply of the Gov-
ernment of Yugoslavia to the United Nations question-
naire of November 1963 on economic tremds, problems
and policies, the volume of fixed investment increased
in 1963 by 15 per cent. The percentage increase planned
for 1064, derived from the same source, is also related
to the volume of investment.



Cgapter 3. RECENT TRENDS IN THE CENTRALLY PLANNED ECONOMIES 105

Table 3-23. Yugoslavia: Output of Major
Agricultural Commodities, 1961-1963

(Thousands of tons)

Commodity 1961 1962 1963 pfrﬁ?:c "
‘Wheat and rye ........ 3360 3670 4300 4,500
Maize  wvvnsiinoiaaaaa. 4,550 5,270 5380 6,200
Sugar-beets ..., u.aina.n 1,730 1,870 2,660 3,000
Milk ... R, . 2393 2326 2360 2,450
Meat ..vrvnrenancnnn . 644 651 620 670

Source: See table 3-ZZ.

sectors could be due in part to the differences in
the quality of land, but much more important factors
acting in favour of the socialized farms have been
the advantages accruing to large-scale farming, such
as more advanced methods of cultivation, the greater
supply of machinery and equipment and the utiliza-
tion of fertilizers and improved seeds.

The improvement in agricultural production to-
gether with a considerable increase in output of
manufactured consumer goods made possible a very
steep increase in personal consumption in 1963.
While personal consumption had risen by only 4 per
cent in 1961 and 3 per cent in 1962, it increased
by as much as 10 per cent in 1963. Fixed invest-
ment increased by about 19 per cent in current prices
and by about 15 per cent in constant prices during
1963, A further decentralization of investment funds
was reflected in an advance of decentralized invest-
ment from about 69.5 per cent of total investment
in the socialized sector in 1962 to 71.4 per cent in
1963. The most significant change in the sectoral
allocation of investment was a considerable increase
in the proportion of non-productive investment; this
consisted largely in investment in residential housing
and public services, whose share in total investment
increased from about 30 per cent in 1962 to over 33
per cent in 1963. This shift was partly due to recon-
struction of the city of Skolpje, which had been
destroyed by the recent earthquake. Investment in
productive sectors was mainly directed to the com-
pletion of projects under construction, and to recon-
struction and modernization of existing facilities
rather than to new starts. Special attention was paid
to the expansion of capacity in enterprises producing
for export. While fixed investment in 1963 increased
faster thun during the preceding year, the increase
of 7 per cent 11 the volume of stocks in industry
and trade was smaller than that in 1962.

As national incovne increased by 12 per cent and
consurmption by 10 per cent, a further shift in alloca-
tion of resources towards accumulation took place.
The effect of this shift on the demand-supply situa~
tion was not counterbalanced in 1963 by the impo-

sition of any significant restrictions on the growth
of the money income of the population in relation to
output. In fact, while labour productivity in industry
as well as in the economy as a whole increased, on
the average, by 11 per ceat in 1963, average money
earnings of wage and salary earners in all sectors
of the economy rose by over 15 per cent and in
industry by as much as 22 per cent. The total money
income of wage and salary earners increased by 18
per cent, pension and other social benefits by 12 per
cent and the income of peasants from sales of agri-
cultural produce by 23 per cent. In consequence,
total money payments to the population advanced
more rapidly than the supply of consumer goods,
and the resulting pressure of demand on the supply
of consumer goods gave rise to further price in-
creases, It is, however, significant that the advance
in prices in 1963 was considerably slower than the
increases during the two preceding years. While the
index of retail prices rose in 1961 by 8 per cent and
in 1962 by 7 per cent, in 1963 it rose by only 4 per
cent. The cost of living increased more, the advance
amounting to 6 per cent, but this increase was also
smaller than in 1962 and 1961, when it had amounted
to 10 and 8 per cent respectively. The increase in
the cost of living in 1963 was Jargely the resuit of
a 10 per cent increase in prices of food and a 6 per
cent rise in the cost of heaith services. Prices of
clothing and shoes as well as of rent, fuel and light-
ing increased by about 2 per cent. In spite of the rise
in the cost of living, average real earnings in indus-
try, which had declined slightly in 1962, increased
in 1963 by as much as 15 per cent; average real
income of wage and salary earners in all sectors of
the economy rose by 9 per cent.

Tfforts intended to reduce the trade deficit were
not successful in 1963, While exports increased by
14 per cent, which was more than had been antici-
pated in the plan for the year, the increase of 20
per cent in imports was also much more than had
been expected. In consequence, net imports rose from
536 billion dinars in 1962 to 758 hillion dinars in
1963 (see table 3-24). Total exports increased main-
ly because of a considerable rise in exports of food,
beverages and tobacco, and to a less extent because
of increases in exports of various finished products
and of raw materials other than fuels. But exports
of fuels and Iubricants and of machinery and trans-
port equipment fell in 1963. Food products and
chemicals each accounted for almost one-fifth of the
increment in total imports; raw materials, excluding
fuels and machinery and transport equipment, ac-
counted for about one-sixth and one-tenth of the
increment, respectively. Imports of mineral fuels and
of animal fats and vegetable oils fell in 1963. A
further improvement in the net balance for services
was not sufficient to compensate for the deterioration
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in the trade balance and, consequently, the total
deficit on current account increased from 18.6 hillion
dinars in 1962 to 31.3 billion dinars in 1963,

The plan for 1964 provides for a further growth
in national income of 12 per cent, the same rate as
in 1963. Industrial production is planned to increase
by 11 per cent and agricultural output by 7 per cent.
Employment in the socialized sector, which increased
by 3 per cent in 1963, is planned to increase by 4
per cent in 1964; in industry, it is planned to rise
by about 3 per cent. The rise in industrial produc-
tion as well as in total output of the socialized
sector is to be achieved largely through increases in
labour productivity by 8 and 7 per cent, respectively,
in 1963. Real wages in the socialized sector are
planned to increase at the same rate as output per
man, namely, by 7 per cent. Total personal con-
sumption is to rise by 10 per cent, the same rate
as In the preceding year. Fixed investment is to
increase at the somewhat slower rate of 10 per cent
as against the 15 per cent rise achieved in 1963.
While investiment activity will generally follow the
pattern established during the past two years, the
share of total outlays allocated to agriculture, trans-
portation, trade and catering is planned to increase
somewhat at the expense of industry. The 1964 plan
provides also for the beginning of construction of
several important projects included in the seven-year
plan of 1964-1970. As in the preceding year, over
70 per cent of investment outlays will be financed
from decentralized funds, while federal funds will be
mostly used for financing investment in power plants,
transportation, waterworks and tourism. The latter

will also continue to provide the means for invest-
ment in the less developed areas of the country, Fx-
ports are planned to increase by 11 per cent in 1964
and imports by only 7 per cent, but the resulting
decline in the trade deficit is not very significant,
being a reduction from 758 billion dinars in 1963
to 72.0 billion in 1964. A much greater improvement
is expected in the balance of non-commodity trans-
actions, including services and emigrants’ remit-
tances, and in consequence total deficit on current
account is planned to decline from 31.3 billion dinars
in 1963 to 17 billion in 1964

Table 3-24. Yugeslavia: Balance of Payments,
1961-1963

(Billions of dinars)*

Item 1961 1962 w63, ,: fgi a4

Exports of goods ... 706 2071 2371 2620

Imports of goods®. .. . 265.0 2607 3129 3340
Balance of merchandise

trade ............. 944 5316 758 720

Balance of other trans-
actions on  current

account . .......... 274 350 445 550
Total balance on cur-
rent account ... .. -G/ —186 313 170

Source: See table 3-22.

®In foreign prices converted into dinars at the ex-
change rate of 300 dinars to the dollar.

b Excluding private gifts which amounted to 5.6 billion
dinars in 1962 and 4.1 billion dinars in 1963 and which
are expected to amount to 4.0 billion in 1964
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THE PRIMARY COMMODITY SITUATION IN 1962/63 AND 1963/64

World markets for primary commodities were character-
ized in 1963 by a continuation and spread of the price
increases that had begun in the fourth quaster of 1962
These increases were induced for the most part by changes
on the supply side. The severe 1962/63 winter in the
northern hemisphere accentuated the effect of poorer 1962
crops in a number of key exporting and net-importing
countries and, in the case of various temperate zane prod-
ucts, some 1963 crops were also small Unfavourable weather
also affected tlhie output of certain tropical products and
thus, in the case of many food-stuffs, there was a distinct
shift in the balance between production and consumption.
With incomes and manufacturing activity continuing to
expand in the industrial countries, the demand for raw
materials increased further and this tended to widen the
area of price increases.

Much of the increase in external demand occasioned by
the poorer harvests in the net-importing countries was met
by supplies from North America. In 1962 the share of
crude products in total exports was 38 per cent in Canada
and 20 per cent in the United States; of the increase in
exports bebween 1962 and 1963, however, the proportion
accounted for by primary commodities was almost 50 per
cent in Canada and 40 per cent in the United States. Not-
withstanding this increase, the primary exporting countries
also enjoyed a2 gencral expansion in trade While the avail-
ability of supplics was reduced in some cases, so that the
increase in volume was less than the 7 per cent recorded
between 1961 and 1962, price movements enhanced the
cxpansion in 1963 where they had offset the expansion in
1962, Between 1961 and 1962 the increase in earnings of
the primary exporting countries was rather less than 5
per cent; preliminary estimates suggest that the increase
between 1962 and 1963 was about 9 per cent Only 2 small
minority (perhaps an eighth) of the primary exporting
countries failed to increase their export proceeds in 1963.

THE STATE OF DEMAND

Consumption of most primary commodities continued to
increase in 1963 Though there was a slight tendency for
the rate of increase in incomes and gross product to
slacken around the turn of the 1962/63 year, growth picked
up again as the year advanced and the expansion between
1962 and 1963 was probably as great as that registered in

* Because the United Nations Conference on Trade and
Development took place from March to June 1964, the
Commission on Intermational Commodity Trade did not
hold its session in May. By resolution 977 {XXXVI), the
Economic and Social Council asked that the material
usually presented in the Commodity Swrvey be submitted
to the Conference, and in response to this request docu-
ments E/CONFA6/C1/L.3 and Addl and E/CONF.46/
115 were circulated to Goveraments attending the Con-
ference. As the changes that occurred in the commodity
situation were among the most important factors influenc-
ing the course of developments in 1963, both in international
trade and in a large number of primary exporting countries,
a summary of the salient features is presented here for
general reference and as background to the trends discussed
in chapter 2.
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the previous interval. Higher rates of increase in Japan
and the United Kingdom made up for somewhat fower
rates in the United States and some of the European Eco-
nomic Community (EEC)Y countries.

After faltering slightly in the first quarter of 1963 in
the northern hemisphere—partly in response to the severe
winter which disrupted many economic activities, especially
construction, over a wide area—manufacturing production
resumed 2 rate of increase of about 5 per cent a year. The
intake of raw materials may have risen somewhat faster
than this, for there is some evidence that, in the face of
generally firmer markets and expectations of a continna-
tion of high levels of demand, inventory buying by users
was stepped up in a number of cases as the year advanced.

Bemand on the international market was also influenced
by the course of production in the major net-importing
countries. The bad weather in the early portion of the vear
exerted a generally depressing cffect on output in Furope,
Japan and the Soviet Union and in many cases—particularly
among the food-stuffs—this resuited in the diversion of
some demand to the world market. Output of “synthetic”
products, however, was generally higher and this tended to
restrain demand for some imported raw materials, notably
cotton and rubber. Consumption of some commodities—
sugar, olive oil and sisal most noticeably—was restrained
to some extent by sharp increases in price.

Most of the influences prevailing in 1963 remained oper-
ative in the early months of 1964. Consumption of most
primary commodities seems to have continued rising atf
much the same rate as in 1962 and 1963,

Propuctiony 1 1962/63 awp 1963/64

The output of the major commeditics entering interna-
tional trade was only slightly higher in 1963 than in 1962:
expansion in the case of fuels, tobacco and raw materials
was largely offset by a fractional contraction in the case
of food-stuffs and fats and oils (see table A-1).

Among the principal food-staffs, meat was the only item
to register a significant gain: output in the major produc-
ing countrics was up about 5 per cent, an increase in the
staughter of cattle and pigs more than offsetting a decline
in the slaughter of sheep. The output of the main cereals
was slightly below the record 1962 level, despite a larger
harvest of cearse grains: wheat production was about 6
per cent lower and rice production (the 1962/63 crop outside
mainfand China) about 2 per cent lower. Recent evidence
suggests that this last reduction was fully made good in
1963/64. A reduction in the world sugar crop between 1961/
62 and 1962/63 (the second in a row) also seems to have been
made good in 1963/64. The output of butter and cheese in the
principal producers was marginally lower in 1963 than in
1962. The 1963/64 coffee crop was somewhat below that of
1962/63 and about 10 per cent below that of 1961/62. The co-
coa crop increased by about 3 per cent between 1961/62 and
1962/63 and probably by a similar propertion in 1963/64
with a crop that appears to have exceeded the record level
of 1960/61. Though there was also a slight rise in the
amount of tea plucked in 1963, the over-all output of
beverage crops was fractionally smaller.
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Table A-l. World Production of Major Primary Commodities, 1960-1963*

Commodity and group

Billions of

dallarst

Food-stiffs o e e euan 684
L vy L T SN 417
WhHEaE L i viariomt et s 138
Rice® it aaunneaen . 142
Barley .......0.. e ety 41
Maize ......ccvooiiunn e e e 96
Sugar ...... e e e e e 5.0
Centrifugal .. ... 44
Non-centrifugal .............. e e 06
Beaf and vealt ... i e 64
Pigemeat? .. .o i 59

Mutton and lamb® ... ... ... e e 06

Dairy products ooouviiie. i e s 42
Butter® L. e 3z

Cheese' ..ovvuve-n e v i0
Beverage CTORS . vovuvur cnnraiaunarnn icvunruun 435
L 1 06
Coffee .. .veveiiiniiu invenns e varaeen 28
I A . 11
TOBACEOD o v v e e i e e 51
Pegetable ofls' . .00 o cvi i e 38

Edible oils ..vovrivnnt e i e e 26
Sova-Bean ... v e e s 08
Grotnd-nt ...t v e 07
Cottonseed ... oot e i e e G5
OlIve  Cvvienie i s it s 06

Palm oils o oviir vt v ae 10

COCOMUE &ttt viivt e e et e iia s 0.6
Palm ..cooevoinnin . e e . 0.3
Palm kerntel L oonin i i v 0.1
Tinseed ol ootvvu vuuvvr it vy 02
Row materials .. ..o oot il s B L. 183
FiBres ovireuiiunviiinonreanneiintnran e 11
Apparel Bibres . ..o i 85
Cotton .uvvivnnr i ivnnvuieninn o 65
Wool oo ivviinnienn e 30

Non-appare! fibres
Jute and allied fibres ... ... . ... o 04
Hard fibres ...ovvvnivieirevinianesuns 02

Abaca ....civl i IR B 004
ABVES o evvi v aiaan reme e .16

Rubber, natural ....... . coviivniiteinii i 15

Iron ore? .. .iiiieni.n. e s 13
Non-ferrous metals® .. ........ AU R 54
Aluminiim oot e e e e 18
L0051 £ SV 23

Tin covvinnnnn e i e . 03
ZIE (iienerriianiauns e e e e 06
FHElS oot ee i iv v i e i ey 341
00 L PN 196
Petroleum, crude™ ..ovviuvnvunrravnesnrrorriss 14,5

Total of above commodities 1207

1960 Polume indey {1960==100)
Thensands
of tons 1961 19862 1943¢ 19644
10 105 105
100 106 105
222796 96 107 L .
140,047 107 109 107 110
77,392 97 110 112 vee
192,405 98 99 167 vas
108 104 100 167
48,918 111 106 102 109
7,113 99 87 g% 87
98 102 107
10,674 101 104 110
8,722 94 100 104
1,607 106 105 103
103 104 103
3,856 101 103 102
1,542 168 106 106
110 104 103 cen
1,056 113 168 111 115
3,946 110 102 100 sen
943 106 167 108 een
3,927 89 100 106 v
103 106 104 106
104 109 104 107
3461 i 105 110 115
1,982 109 115 118 120
2,001 100 105 108 11
1,184 113 110 79 77
103 100 103 102
2,032 167 104 169 106
1,320 57 94 46 06
399 160 92 a3 96
075 99 97 102 104
103 104 107
104 103 106
102 102 105
16,273 101 102 105 pew
2,541 103 102 104 iae
134 125 125 een
1,644 153 137 134
95 102 106
105 B4 96 112
773 99 104 104
2m7 105 106 102
217,745 99 104 105
100 105 111
3,690 98 107 118
3,650 101 104 107
1,838 103 162 107
148 95 99 99
2,488 106 11t 114
103 108 13
1,549,154 100 102 106
1,044,240 106 115 123
101 105 107

Sourcke: Burean of General Economic Research and
Policies of the United Nations Seccretariat, based on Sta-
tistical Office of the United Nations, Monthly Bulletin of
Statisticy; Tood and Agriculture Organization of the

United Nations, Monthly Bulletin of Agricultural Eco-
nomics and Sitatistics and Praduction Vearbook (Rome):
International Cotton Advisory Committee, Cotlon—Jorld

{Foot-notes continued on poge 109)
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The decline in vegetable oil production was in value
rather than in volume: it was entirely the result of a
drastic reduction in the output of high-priced olive oill
The output of the other major oils was higher than in
1962: soya-bean, ground-nut and cottonseed oils increased
by 3 to 5 per cent, while there was a marked recovery in
the output of palm products and linseed oil, all of which
had slumped in 1962,

One of the largest increases was in tobacco: the 1963
crop was about 6 per cent above that of the preceding year
and slightly greater than the average crop in the second
half of the nineteen fifties. The increase between 1962 and
1963 was largely in oriental and heavier types of leaf; the
output of Hue-cured leaf was fractionally below the 1962
level, reflecting chiefly a reduction in acreage in the United
States and lower yields in Mexico.

A small rise in the production of major raw materials
reflects gains in fibres and metals, and it took place in the
face of a sharp drop in the output of maturatl rubber.

The total output of natural fibre in 1963 was generally
above the 1962 level, The increase was confined to apparel
fibres: the 1963/64 cotton crop was about 3 per cent
greater than the 1962/63 crop, while the wool clip was
up between one and 2 per cent. The preduction of mon-
apparel fibres, by contrast, seemns to have declined, though
only marginally. In the case of hard fibres, the decline
reflects a reduction in the Mexican henequen crop. In the
case of jute, the reduction was in the two main exporting
countries, Pakistan and Thailand; in the aggrepate, 1963
preduction was slightly below the 1962 level and about
an eighth below the record 1961 crop. This reduction was
offset in part, however, by an expansion in the Indian
mesta crop.

The total output of rubber was also somewhat higher in
1963 than in 1962 The increase, however, came entirely
from synthetic; there was a 4 per cent decline in the pro-
duction of natural rubber, largely as a result of reduced
tapping in Indonesia,

There was a somewhat sharper gain in the case of the
principal metals and ores, though lead ore and tin ore
did not share in the expansion. Among the metals, the
largest increase was registered by aluminium (about 10

"In terms of volume, worid production of fats and oils
—including animzl fais and marine oils, not covered in
table A-l—registered a further ingrease in 1963, though
a smaller one than in the preceding two years—probably
not much mare than one per cent in the aggregate.

per cent outside the Soviet Union—semewhat more than
in the preceding interval). There were smaller advances in
the production of the other non-ferrous metals, though in
the case of tin the gain was hardly significant and output
still fell short of the 1960 level, Qutside the Soviet Union,
iron ore production dropped slightly, but a S-million-ton
(metal content) increase in the Soviet Union raised the
world total above the 1962 level.

There was another 5 per cent rise in world production
of fossil fuels in 1963, As in previous years, the gain was
chiefly in petrolenm but, largely as a result of a sharp
increase in the United States, coal production was also
significantly above the 1962 level.

PRICE MOVEMENTS

The price index of primary commodities in world trade,
which had been drifting downwards ever since 1957, was
reversed in the third quarter of 1962 and it moved erratic-
ally upwards throughout 1963, By the final quarter of 1563
this index {which inchudes crude fuels and metal ores, but
not metals) was 10 per cent above the corresponding 1962
figure, and for the year as a whole the index was about &
per cent higher than the 1962 average and back to the 1958
figure {see table A-2). These price gains continued in the
cariy months of 1964 when some slackening in the case
of sugar, cocoa and fats and oils was offset by an accelera-
tion in the case of coffee and the non-ferrous metals.

The most buoyant groups in the 1963 price upswing were
food-stuffs and fibres. Within the former the dominant
impulse came from supar, cocoa, butter, maize and pork;
within the Iatter it came from sisal and wool Price in-
creases were very general, however: of the major items
moving in international trade less than a third had a lower
average price in 1963 than in 1962 and the proportion
declining in price during the year was even smaller {(sce
table A-3}. In about 40 per cent of the cases the price in
the final quarter of 1963 was 10 per cent or more above
the corresponding 1962 figure

The price index of the beverage crops rose by about 9
per cent in the course of 1963 : a decline in tea prices served
to moderate the effect of a sharp increase (about an eighth)
in coffece prices and an even sharper increase {more than
a fourth) in cocoa prices. Apart from linsced oil (whose
price declined) and some of the soft edible oils (soya-
bean, ground-nut and cotton-seed, whose prices remained
fairly static), vegetable oils and oil-seeds and animal fats
registered a substantial price increase—over an eiphth in

(Foot-notes continued from poge 108)

Statistics {(Washington, D.C ) ; International Rubber Study
Group, Rubber Statistical Bulletin (London) ; International
Lead and Zine Study Group, Monthly Bulletin of Statistics;
International Tin Council, Statistical Bulletin (London);
Commonwealth Economic Committee, Intelligence Bulletin
{Londan); International Federation of Agricultural
Producers, IWorld Dairy Statistics Dgest; Australia, Com-
monweaith Bureau of Census and  Statistics, Menthly
Review of Business Statistics {Canberra) ; New Zealand,
Department of Statistics, Monthly Abstract of Stafistics
(Wellington) ; United States Department of Agriculture,
World Agriculiural Produciion and Trede, Wool Situation
and Foreign Agriculture Cireular, Series FR, FG and F§
(Washington, D.C); Gill and Duffus, Ltd, Cocoa Market
Report (London).

*Calendar years or seasons beginning in the year spe-
cified, except where indicated.

" Valued at average export unit value; this is used for
weighting individual commeodities in the groups and sub-
Froups.

° Preliminary; based in some cases on less than twelve
months’ returns.

* Estimate of the 1963/64 crop in the case of rice, sugar
and cogoa; forecast of oil yield of 1963/64 crops in the
case of vegetable oils.

® Excluding mainland China.

! Production in Australia, Canada, Denmark, Federal
Republic of Germany, Netherlands, New Zealand, United
Kingdom and United Statcs.

* Produaction in Australia, New Zealand, United Kingdom
and United States.

"TFat content.

' Oil expressed from the crop preceding the year spe-
cified.

! Metal content

¥ Primary smelter production as far as possible: exclud-
ing mainfland China, Czechoslovakia, Eastern Germany,
North Korea and the Soviet Union,

! Anthracite and bituminous; excluding brown coal and
lignite except in the United States and except for esti-
mating the change between 1962 and 1963 production in
Romania and the Soviet Union,

® Excluding natural gasoline and shafe oil, except in
Colombia.
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Table A-2. Export Price Indices: Primary Commodities and Manufactured Goods, 1960-1%63
(1958 == 1007
Al Food-stuffs Agricullural raw materials Minerals Manufoctured peodst Terms
Year and primary - P}
quarter cammad- Total Coffee, tea Total Textile Total Metal Total Non-ferrous exchange?
itipsn ond rocoa fibres ares metals
1960 ... peween 97 91 77 107 104 o3 o3 101 114 9%
1961 .vviviiininns 95 90 72 103 105 92 100 102 119 93
1962 ..viivininnnn 04 I 70 G0 101 92 99 102 109 92
1963 ooovnuineiinn 100 103 73 103 112 92 96 102 110 o8
1961
I oo 94 89 73 104 106 9z 99 0 93
IT eeiiiinnen 96 90 73 106 168 92 100 103 112 93
N R 95 29 72 142 104 92 101 103 112 92
IV 94 §9 70 100 102 93 100 103 110 o1
1952
| 94 59 70 101 103 92 101 103 111 91
IT i 94 90 70 09 103 92 o8 142 110 92
I s 93 90 70 o7 99 92 97 162 108 91
IV i G4 oz 70 98 101 92 03 102 108 92
1963
T e, 97 96 71 102 110 o2 a6 103 108 94
IT 101 105 74 102 11 92 85 102 109 %9
OI ...oieeeieen 99 102 72 102 112 92 95 102 110 97
IV e 104 111 76 105 118 93 56 103 112 101
1964
I ..ovueeee.. 105 i 87 106 122 93 09 102 118 103

Source: Based on Statistical Office of the United Na-
tions, Monthly Bulletin of Stalistics.
* Non-ferrous metals are included with manufactures.

the case of palm products and considerably more in the
case of olive oil and butter and other animal fats. In the
aggregate, the price index of oils and oil-seeds moving in
international trade rose by about 10 per gent between the last
quarter of 1962 and the last guarter of 1963, bringing it
back to the 1960 level. Led by maize, cereal prices also
rose during the year-by about 3 per cent—making good
the ground lost in 1962,

Lead and zinc prices vecovered strongly in the course
of 1963: December averages on the London Metal Exchange
were over a third higher than a year earlier and prices
were still rising., Other non-ferrous metals also increased
in price and the combined index of non-ferrous metals
entering trade in 1963 regained the 1961 level In the face
of excess capacity and price cutting in the steel industry,
on the other hand, the prices of iron ore and some of the
additive metals and ores—including manganese and chrome
—yere generally lower in 1963 The prices of natural rub-
ber and hides and skins were also down, reflecting in part
further inrecads of synthetic products.

The basket of primary commodities exported by the
under-developed areas—Latin America, Africa {other than
South Africa} and Asia {other than mainland China, Japan,
North Korea, North Viet-Nam and Turlkey)-—was priced
about 10 per cent more in the last quarter of 1963 than in
the last quarter of 1962 This represents a sharp reversal
of the previous downward drift: the average price for
1963 was about 9 per cent ahove the 1962 level and the
highest since 1958, The advance was led by sugar and
cocoa’ indeed the food component of the index was the
anly one to register a decisive increase: a gain of no less
than 30 per cent in the course of the year restored the
annual average to its 1958 level

"‘I’hg price index for primary commodities divided by
the price index for manufactured poods.

As the price of manufactures entering international trade
remained virtually static (for the third successive year),
the terms of exchange between primary commodities and
manufactured goods moved strongly in favour of the
former, reversing the trend that had persisted since 1954,
The purchasing power of primary commodities—in terms
of manufactures—rose 6 per cent between 1962 and 1963,
and this brought it back to the 1959 level.

CHEANGES IN TRADE

World trade in the major primary commodities increased
by about 5 per cent between 1962 and 1963, rather more
than it had risen in the preceding interval. The expansion
was chiefly in fuels and food-stuffs; exports of {fats and
oils and other raw materials were net much above the 1962
level (see table A-4). In general, thus, the pattern of
change reflects the bad weather and poor crops in Europe
more than any other singie factor.

In the category of fuels, the notable feature of 1563
was the full participation of coal in the expansion, most
of the increment moving from the United States to western
Europe and Japan. The growth in crude petroleum move-
ment continued at the remarkable rate of over 10 per cent
a year.

Among the food-stufis, there was a sharp contrast between
sugar and cereals In the wake of the relatively small 1962/
63 crop in same of the chief producing countries--notably
Cuba—exporis of sugar declined by about 6 per cent
between 1962 and 1963, Cercal exports on the other hand
were about 16 per cent above the 1962 level: the gain
was principaily in wheat, trade in which bad receded in
1962, but maize exports were also up considerabiy—and
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Table A3, Txport Price Indices: Primary Commodities
(Corresponding portion of preceding year —100)

Commoditys 1943 Fm‘r;’;;,;_;g"m” Ffrs;gry:{rxrter
Sugar ............... 208 234 146
Sisal ... ... oaoaa 144 127 105
Olive oil .. ... .... 139 84 51
Cocoa ....covenronn.. 126 127 98
Wool ... ... 120 129 121
Paim-kernel oil ... ... 116 115 167
Paim kernels® ........ 114 111 98
Lead and ove ..., ... 113 13 147
Animal fats .......... 113 130 126
Zincandore ......... 113 128 139
Copra and coconut oil 113 114 108
Butter . ......... w112 118 120
Maize ........ .. ..... 111 110 103
Porle . vinnnnennnnn 110 115 145
Soya beans® .......... 108 116 104
Bacon ............... 107 118 118
TFobacco ... ... 106 103 102
Cheese - ...vuvnnen... 108 105 106
Palm oil ......... W 104 113 106
Mutton and lamb . . 104 109 107
Coal ..oivenwvoonn. . 104 106 104
Coffee . .......... .. 103 112 137
Beef and veal ........ 103 110 125
Tin and ore .......... 102 113 125
Lumber . ............. 101 102 102
Copper and ore ... ... 10t 101 108
Wood-pulp .......... 100 106 07
Cotton cene.. 100 104 103
Ground-nut oif ....... 100 103 100
Algminivm ... ... 160 102 102
Bauxite . ...oiea 100 160 100
Petrotcum ........... 100 100 100
Rice .. ............. 100 160 99
Nickel and ore ...... 99 100 100
Ground-nuts* ........ 99 09 10G
Wheat ... .. ... 98 103 105
Soya-bean oil ........ 098 102 20
Jute ... ... ... 99 92 89
Tea . ... ......... 66 91 98
Ironore ...voeeonn. 95 93 94
Rubber ... ...coovi... 92 88 89
Lingseed® ,........... N a0 29
Cotton-seed ofl ...... . 00 99 95
Barley .............. 90 93 100
Manganese ore ... ..., 90 g1 98
Chrome ore ....... ... 90 90 98
Linsced oil ...... ... &4 95 109
Hides and skins ... .. 83 87 i)

Source: Based on prices compiled by the Statistical Of-
fice of the United Nations.

® Ranked iy descending order of increase hetween 1962
and 1963

*The oil is listed scparately as its price moved dif-
ferently.

for the third snccessive year—more than offsetting a sharp
decline in exports of barley.

There was a further appreciable rise in trade in meat.
Following a remarkable expansion in 1962, exports of beef
and veal registered another sizable advance and there was
another, much smaller, rise in exports of mutton and lamb.

Trade in the beverage crops, on the other hand, was
virtually unchanged from the 1962 level: a small advance
in the imports of coffee compensated for smail declines
in the case of cocoa and ten. There is some evidence that
exports of coffee picked up sharply late in the vear, par-
ticularly from Brazil, and this is likely to be reflected in
higher imports in 1964,

Trade in tobacco leaf continued its expansion—at ahout
2 per cent a year, as measured by imports,

After swinging downwards in 1961 and upwards in 1962,
trade in the major fats, oils and seeds changed relatively
little between 1962 and 1963, at Jeast in the agpregate: a
sharp increase in the movement of animal fats was largely
offset by a slight contraction in the movement of vegetable
seeds and oils. This contraction was largely a refiection of
a reduction in shipments of cotton-seed and palm kernels
and their oils. Exports of olive oil were also down, in the
wake of the poor 1062 olive ciop, though actwal arrivals
in Ttaly, the prineipal market, were greater in 1963 than
in 1962.

The small rise in trade in the major raw materials was
fairly uniformly distributed: fibre exports registered a
slightly greater increase than rubber or metals.

Among the fibres, exports of cotton and wool rose by
abont 2 per cent, but after previous declines, this left trade
in 1963 stitl below the 1960 and 1961 levels There was z
considerable expansion in shipments of abaca from the
Philippines which compensated for a further dip in ship-
ments of sisal and henequen. Somewhat more raw jute
was sold in 1963 than in 1962

Changes in trade in rubber and the major non-ferrous
tetals as a group were only fractionat: in the 1961-1962
period the combined index of exports was virtually sta-
tionary. In 1963 the most notable expansion was in alum-
inivm, though fin exports were also appreciably  higher
than in 1952—offsetting, more or less, reductions in exports
of copper, lead and zine.

MARKET DEVELOPAMENTS FOR MAJCR COMMODITIES

Market changes in 1962 and 1963 were almost all ini-
tiated from the supply side: final demand for most pri-
mary commeditics continued its remavkably steady growtl.
Changes in production were generally such as to move the
balance from a “buyers’ market” to a “scllers’ market”:
smaller crops in some net-importing countries mcreased
the demand for imports while lower production in some
exporting countries tended to reduce the amount on offer.
In some cases production had been under restraint for
several years; by 1963 raies of consumption had caught up
with available capacity and the marlets in question firmed
noticeably. As a result the general movement of prices was
upward.

The exceptions were relatively few. Capacity was still
in excess of current needs in some commadities, notably
steel (and the additive ores) and petrolzum, while far
athers the further expansion of capacity for making syn-
thetic materials (particularly fbres and rubber and other
plastic materials) cansed some weakening in the markets
for certain natural products, including cotton, rubber and
hides and skins

After a 3 per cent inerease between 1061/62 and 1062/63,
world cereal production failed to advance in 1063/64:
increases in coarse grain harvests were offsct by a reduc-
tion in wheat, while in the case of rice, the smaller crop
that was rcaped around the turn of 1962/63 was followed
by a somewhat larger one around the turn of 1963/64.

The reduction in the wheat crop in 1963 was confined
very largely to western Furope and the Soviet Union. In
western Europe the major declines were in France and, to



112

Table A4, World Trade in Major Primary Commodities,® 1960-1963

1960
3 - Volume index {1960==100)
Commodity and groupd Distribution of Valume
export value® {thousands 1961 1942 14634

(percentage) of tons)
Food-stuffs .. .ooveviiviininnnins 305 112 115 121
Cereals ... ..ouivviuununrmanonns 106 113 115 133
Wheat oooivuiin i i 46 33,482 121 110 141
RiCE v vvnenmarivnnrnnrnuns 28 6,969 88 89 08
Barley . .ovier i ciaa 10 5,352 137 128 68
Maize ..... . 22 11,844 116 155 184
Sugar coviviauen e - 6.1 17,661 126 117 110
Meat, fresh, chilled or frozen . ... 27 105 133 144
Beef and veal ........... baeon 20 927 108 146 161
Mutton and lamb ... ... ... 07 479 08 101 104
Beverage crops v.o.uvuvervuiuvnn s 111 106 110 110
COCOA vvuvvvnvmiibna s nn . 19 897 112 113 112
Coffee” ..iviiiuinancivnvnnnn . 0.8 2,505 104 110 m
Ted oevrniiini vy 24 521 105 108 107
TOBACEO v v v i ean 37 800 108 108 105
Fats and ofls ... .. ..oo uviun 95 o4 100 102
Animal fats ... ... o iy 28 101 96 104
Butter ...... .. v e 18 591 109 102 110
Tard .ooioivvr v e 04 551 80 78 83
Tallow ........ e e 065 1,067 109 105 113
Oit-seeds and oils ... cen 67 91 102 10
Soya-bean .. ....iiiiuene o 21 1,441 73 01 162
Ground-nut ... eiena 11 767 110 127 129
Cotton=seed .....vvivvvoniune 03 289 83 89 85
Olive v.o.uvn e ierniuenean 04 215 95 90 63
COCOMUE vriivririereaneroan 1.3 1,284 100 102 105
Palmoil ...cvuvenn, e 04 610 96 89 a0
Palm-kernel ....... e 45 423 96 a0 9
Tinseed ....ovvrvieiiuiinnnnn 0.5 465 108 106 104
Row muaterials .. .vvveeiv . vunan k3 101 100 101
FIbres vovvevevniivrcnnn veoon 162 99 96 98
CotEOM v errvvun v cnnanns 87 3,945 93 88 a0
Wool oo 6.2 1,383 107 106 108
Jute .. 07 855 91 99 103
ABACE ot iiieiir v 01 107 84 95 114
Agavest L..iiiiiiiiiiniiians 0s 586 103 97 95
Rubber, natural ............. . 52 1,877 110 108 100
Non-ferrous metals ............ 102 100 101 161
Alminium oove.vavonans i 18 1,054 83 o8 110
Copper ..ovvevuns e 6.1 2,616 103 100 o7
Lead .vvvevvenrnnneions 46 840 112 116 105
ZIHIC cvvvniversivnvrinnnarrana 08 821 100 102 101
T enuvavvnn mnoomonnnarun 09 114 97 99 107
Frels o ooiiireiaiirarevssssunnan 248 110 122 137
Solid fuels .ovivuivennnnnn . 55 120,270 103 100 124
Petrolewm, crude ...ovvnvven.. 193 377,155 112 127 142
Total, above commodities 1000 106 110 116

Source: Bureau of General Economic Re-
search and Policies of the United Nations
Secretariat, based on data provided by the
Statistical Office of the United Nations; United
Nations, Monthly Bulletin of Statistics, Vear-
Book of Intcruational Trode Statisties, Com-
modity Trade Statistics, parts I and II, Jan-
uary-December 1961; Economic Developments
in the Middle East for the years 1950 to 1961;
[World Enecrgy Supplies, Statistical Papers,
Series J, Nos. 1, 2, 3 and 5; United Nations
Economic Commission for Europe, Quarterly

Bulletin of Coal Statistics for Europe for the
vears 1955 to 1962 (Geneva); Food and Agri-
culture Orpanization of the United Nations,
State of Food and Agriculture, 1963, Trade
Yearbook, Monthly Bulletin of Agrienlinral
Economics and Statistics, The World Sugar
Economy in Figures, 1880-1959, The World
Coffee Economy, 1961, Cocea Stalistics for the
years 1959 to 1963, Tea, Trend and FProspects,
7960 (Rome); International Monetary Fund,

International Financial Statistics (Washington,
(Foot-notes confinned on page 113}
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a smaller extent, Ttaly and the United Kingdom, and in
total the harvest receded from the record 1962 level to
somewhere around the 1953-1959 average, In the Soviet
Union the crop foll wetl below that average. The result was
a sharp decline in intra-European trade and a switch from
net-exporter to net-importer status not only for the Soviet
Urion~where the swing was from an outflow of abont
5 million tons to an inflow of about 18 million tons—but
also for such countries as Italy, Spain and Swedan. Japan
also harvested a very poor wheat crop in 1963, as did Iraq
and Syria.

The resultant expansion in demand on the world market
was met Jargely from Canada and the United States.
IExports from Australia, however, were maintained at a
high level~-about twice the average in the second half of
the nimeteen fifties—reducing stocks to minimal proportions.
In the wake of a poor 1962 crop, by conirast, exports from
Argentina were well below 1955-1960 levels.

That the market was not greatly affected by these large-
scale changes in output is a reflection of the magnitude and
availability of North American stocks. In mid-1963, these
stood at 17 billion bushels, dawn about 02 billion from
the mid-1962 record and equivalent to onc year's North
American harvest or to the 1960-1963 average of one year's

world trade. Exports are expected to reach z new high in
1964 with increased purchases of soft red wheat by western
Europe, very large shipments to be made from North
America to the Soviet Union, greater imports planmned by
Japan, and further deliveries to imainland China from
Argentina, Australia and Canada. As the nature and size
of demand on the world market became clearer, prices,
which—as indicated in chart A-l—had been dipping in
1962/63, hardened in the second half of 1963, and in the
first quarter of 1964 averaged about 5 per cent higher than
a4 year earlier.

Changes in rice production in the period under review
were concentrated alimost entirely in Asia: outside main-
land China there was a reduction—largely drought-induced
—-of about 4 million tens between 1961/62 and 1962/63 and
this appears to have been made good in 1963/64. The main
swings were in the net-importing countries of India and
Pakistan. Lower 1962/63 crops there occasioned a substan-
tial increase in trade in 1963, restoring it to the level of
the sccond half of the nincteen fifties, namely about 6.7
million tons. While Indian production was appreciably
higher in 1963/64, smaller crops have heen reported in
several of the exporting countries, notably Burma, Cam-
bodia and Thailand, United States shipments were about

(Foot-notes continued from pege 112)

D.C); Organisation for Eeconomic Co-
operation  and  Development, Non-ferrous
Metals—Statistics 1960, Trends 1961 (Paris)
Eurcpean Fconomic  Community, Statist-
cal Office of the Ewuropean Communities,
Monatsstatistile  (Brussels); Commonwealtls
Economic Committee, Grain Bulietin, Rice
Supplement to the Grain Bulletin, Fruit Intel-
lgence, Tropical Products Quarterly, December
1963, Tebacco Iniclligence, egetable Oils and
Oil-secds, Wool Intelligence, Industrial Fibres
(London) ; International Sugar Council, Sta-
tistical Bulleitn for the years 1961 to 1963:
Sugar Vearbook for the years 1956 to 1961
{London); International Tea Committee,
Meonthly Statistical Summmary, January 1964
(Londen); Interrational Cotton Advisory
Committee, Colton—World Statistics (Wash-
ington, D.C.}; International Rubber Study
Group, Rubber Statistical Bulletin for the
years 1950 to 1962 (London); International
Lead and Zinc Study Group, Monthly Bulletin
of Statistics; Internationa]l Tin Council, Ste-
tistical Bulletin (London): Australiz, Com-
monwealth Burean of Census and Statistics,
Monihly Bulletin of Guerscas Trade Statistics ;
Canada, Dominion Bureau of Statistics, Trade
of Canada, Imports by Commoditics, December
1963 (Ottawa) ; Federal Republic of Germany,
Aussenhandel, Reihe Spesialhandel nach Waren
tnd  Lindern, December 1962 and for the
vear 1903; Statistisches Jahrbuch fFiir die
Bundesrepublik Deutschland for the years 1950
to 1962 (Wiesbaden) ; Statistisches Bundesamt,
Der Aussenhandel {Berlin); Federation of
Malaya, Monthly Statistics of External Trade
(Kuala Lumpur), September 1963; France,
Ministére des Finances et des Afaires
économiques, Statistiques du commerce extérieny
de lo France; Hungary, Statisstibai Evbonyy
for the years 1949 to 1955 and 1961 (Budapest) ;
Indonesia, Central Bureau of Statistics,
Menurut  Djenis  Barang, Impor, Statistik
Perdagongan Eksport, 1961 {Djakarta): Ttaly,
Central Institute of Statisties, Siatistica Mensile
del Commercio con PEstero (Rome); Japan,
Ministry of Finance, Monthly Returns of the
Forcign Trade of Japan, Trade of Tapan
(Tokyo); Netherlands, Central Bureau of

Statistics, Maandschrift zan de M—, uif—on
doorvoer per golderensvort {Hague); New
Zealand, Department of Statistics, Monthly
Abstract of Statistics, January 1964; Nigeria,
D:geﬂ_of Statistics, vol. 12 {Lagos) ; Poland,
Rocsnil: Statystyesny for the years 1955 to
1961 (Warsaw); Soviet Union, Vueshmyaye
Torgovlys SSSR za 1962 God {Moscow, 1963) ;
United Kingdom, United Kingdom Overseas
Geological Surveys, Statistical Swmmary of
the Minerals Industry, Board of Trade, Ae-
county Relating to Trade and Nawvigation of
the United Kingdom (London); United States
Department of Agriculture, Foreign  Agri-
eliure Circular, FR 1-64, FQ §-65, FFO 9-62,
FLM 12.63, FVF 363, Tobacco, FI" 10-63
and FT 5-64, Forcign Crops and Markets;
United States Department of Commerce,
United States Exports of Domestic and Foreign
Merchandise, Report No. FT. 410, Statistical
Abstracts, vol. 12; United States Burean of
Mines, World Petrolenm Statistics for the
years 1950 to 1963 (Washington, D.C.); Vene-
zuela, Ministry of Mines and Hydraocarbons,
Fetrolep v otros Datos Estadistices, 1961
(Caracas) ; American Burean of Metal Sta-
tistics; British Bureau of Non-ferrous Metal
Statistics, World Non-ferrous Meial Statistics
(ILondon) and bulletins: Gill and Duffus, Ltd,
Cocoa Market Report, Na, 170, 3 March 1964 ;
F. 0. Licht, Die Weltzwckerwirtschaft, 1936-
1961 (Ratzeburg) ; Metzllgesellschaft Altien-
gesellschaft, Mefal Staristics (Frankfurt am
Main}; Eresto Tornuguist and Co, Ltd,
Business Conditions on Argenting, December
1963 (Buenos Aires); Economist Intelligence
Unit, Ld., QOnarterly Economic Review—Re-
public of Sonth Africa, Hard Fibres {London).

* Based on gross exports, except where in-
dicated.

"The groups consist of the indicated com.
modities.

. "Used as weights for obtaining the group
indices.

 Preliminary; hased in many cases on Jlees
than twelve months’ returns.

* Imports.

* Sisal and henequen.
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Cheart A-I. Price Indices of Major Food-stuffs in Internationnl Trade, 1961-1963
(1958 = 100)
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80,000 tons (9 per cent) higher i 1963 than in 1962 and,
as there was no significant shortage of exportable supplies,
the increase in trade was transacted at more or less stable
prices.

World production of feed grains continved its fairly
steady increase in the period under review. The 1962/63
barley crops were azhove those of the previous year through-
out the northern hemisphere, but dewn somewhat in Oceania
and South America, There was a recovery in the southern
hemisphere in 1963/64 but it was offset in part by poorer
crops in eastern Europe, Japan, the Soviet Union and the
United States. In the case of maize the principal feature
of the 1962/63 harvest was a decline in western Europe
and the Soviet Union, offset by gains clsewhere The
1963/64 harvest was a record one in western Europe but
well below the 1961/62 level in the Soviet Union; the out-
standing change, however, was the extremely large United
States crop, amounting to more than half the world total.
With demand for feed grains continuing fo rise and sup-
plics from eastern Europe sharply reduced, maize prices
turned upwards in mid-1963 and by the end of the year
they had regained their earler premium over barley prices

Meat production in 1963 was well above the 1962 level
in most of the major producing countries; the chief excep-
tions were in Argentina and castern Europe. There was
some tendency for the growth in demand to outpace the
increase in production, especially in western Furape and
Japan whose domestic prices were driven upwards. Several
countries—including Belgium, Denmark, France, Japan, the
Nethierlands and Sweden—took steps to encourage imports
ot discourage exports. The main contribution to the increase
in supply came from becf and weal: cattle slanghter was
up in almost all the major producers; the only significant
exceptions were lialy and New Zealand. To judge by
returns for the first three quarters, trade was also at an
appreciably higher fevel: among the major countries, only
the Federal Republic of Germany and the Netherlands
imporied less than in 1962, while there was a considerable
increase in imports into Italy and the United Kingdom as
well as into the United States. This increase was accom-
panied by a recovery in prices, which had been weakening
for twe years: by the last quarter of 1963 average prices
were back to the 1960 level In the course of the year both
the United Kingdom and the United States made arrange-
ments with their principal suppliers to control the move-
ment of beef: the United Kingdom set 1963/64 quotas for
Argentina and Yugoslavia, while Australia agreed to velun-
tary restraints of a longer-term nature on exports to the
United States.

The increase in production of pig-weat was concentrated
largely in the United States where slaughter rose appre-
ciably from the reduced levels of 1961 and 1962 In
western Europe there was little gaing in the second haif
of the year indeed there appears to have been some decline,
particalarly in Belgiuwm, France, Italy and Neorway. With
demand continuing to expand, this was reflected in in-
creased imports, especially into the EEC, and in a tendency
for prices to rise, both for pork and for bacon.

The prices of sution and lamb were also generally higher
in 1963 than in 1962 This reflects the continuing increase
in the demand for meat, the firmmess of the beef and pork
markets, and a further decline in production in the two
main importing countries—ihe United Kingdom and the
United States—Irom the high levels of 1961, In the first
threc quarters of 1963, slaughter in Oceania—the principal
supplying area—was fittle above the corresponding 1962
level.

The severe winter of 1902/03 exercised a depressing effect
on the output of millk in many parts of Eurepe and, as the

amount consumed as fluid continued to increase, a rather
smalier guantity was converted into dairy products. Most
significant as far as international trade is concerned,
was the resultant decline in butfer production in Denmark,
Ircland, the Netherlands and Sweden as well as in the
United Kingdom, Butter production was also somewhat
lower in North America. The price en the London market
rose substantiaily; in the final quarter of 1963 it was about
a sixth above the corresponding 1962 figure and for 1963
as a whole the average price had regained the 1959 level.
These developments were refizcted in exports from Oce-
ania which rese between 1962 and 1963 by about an eighth
it volume and about a fifth in value. Cheese prices also
rose, averaging about 5 per cent above the 1962 fipure.

The expansion of snugar production between 19562/63
and 1963/64 was widespread; reductions were confined
fargely to Cuba and some of the Caribbean islands where
hurricane damage was heavy, and to the Soviet Union and
a few countries in Europe—Iialy, the Netherlands, Poland
and Spain for example—where the beet crop was affected
by drouglt The world market in 1963, howover, was
mfluenced more by the fact that the 1962/63 ocutput of
centrifugal sugar was about 4 per cent below that of the
previous year, which had in turn been about 6 per cent
below that of 1960/61, and that in the face of rising con-
sumption, stocks had been drawn down at the bepinning of
the 1963/64 scason from the record level of the beginning
of the 1961/62 secason to approximately the average 1955-
1959 leve! The result was a spirailing of free market prices
from less than 3 cents a pound early in 1962 to nearly
12 cents a pound towards the end of 1963 The average
price of sugar entering international trade in 1963 was
twice the 1962 figure

Preliminary figures suggest that rather less supar was
exported in 1963 than in 1962 The principal reduction was
in the flow from Cuba to the Soviet Union, but Brazil and
Czechoslovakia were also among the countrics exporting
less and France, Japan and Switzerland among those
importing less.

A further shrinkage in ceffee production more than offset
a small gain in that of tep, bringing the output of beverage
crops in 1963/64 helow the level of the previeus year, The
reduction in the coffee out-turn was fairly general but
the major decline was in Brazil where both the 1962/63
and the 1963/64 crops were smaller than the average in
the secend half of the nincteen fifties. Frost damage in
1962 and adverse weather in 1963 led to expectations of a
further decline in Brazilian production. These and ¢he
improvement in the balance between current production
and consumption induced a firming of prices, first of
rabustas and then, as 1963 advanced, of arabicar too: by
the last quarter, the average price of coffee entering inter-
nationral trade was about 12 per cent above the correspond-
ing 1962 figure. This advance in price appears to have
induced some inventory buying: stocks of preen coffee
in the United States, for example, rose more than 3 fifth—
to 48 million bags--in the course of 1963, almost all the
increase taking place in the last quarter of the year.

In the crop year October 1962/September 1963 trade in
coffee was at a record level—about 48 million bags. Imports
were up about 3 per cent into the United States (to nearly
24 mitlion baps) and about 5§ per cent inte the EEC (to
116 million bags} Exports {rom Brazil at about 185
million bags were 24 million bags above the 1961/62
level; most other producers also shipped more, tle chief
exception being Colombia whose exports at just over 6
million bags were 7 per cent below the 1961/62 level. Faced
by a continuing upward movement in prices, the Interna-
tionat Coffee Council, meeting carly in 1964, raised 1963/64
export quotas an average of just over 3 per cont
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The record cocon crop of 1960761 was followed by two
smaller crops. The 1963/64 crop, however, sct a new record.
This was largely the result of expansion in Brazil,
Cameroon and Nigeria which more than offset reductions
in Ghana and the Ivory Coast as well as among Caribbean
producers. With production in 1962/63 below that of the
previous year in Brazil and Nigeria, preliminary returns
suggest that the amount of cocoa entering world trade in
1963 was marginally lower than in 1962 With consumption
continuing to expand, it is probable that stocks in imparting
countries were drawn down for the second yvear inm a row.
Prices had begun to rise early in 1963 and for the vear as
a whole averaged about a fourth above the low 1962 figure,
thus recovering some of the ground lost in 1961 and 1962

In contrast to coffee and cocon, fea was somewhat cheaper
in 1963 than in 1962 The decline in price was largely in
Ceylon which exported stightly more but realized slightly
less. In India, average unit value was about 2 per cent
higher and tea procceds advanced about 7 ger cent to the
highest amount since 1958,

The increase in fobacco production between 1962 and
1963 was widespread. Among the major growers, only
Argentina, the Federation of Rhodesia and Nyasaland and
the United States harvested less leaf in 1963 than in 1962
though, on a smaller scale, cutput was also down in Burma,
Canada and Spain, as weil as in Chile, Mexico and Vene-
zucla, while among the minor producers, blue mould made
serious inroads in the crops in several Middle Eastern
cotntries, particufarly Cyprus, Israel, Jordan and Syria.
More than offsetting these declines was a notable recovery
in western European output and sharp increases in produc-
tion in such leading exporters as India, Greece and Turkey,
as well as the Soviet Union.

With consumption of cigarettes continuing to increase—
though at 2 slower rate than in earlier years—and Crops
in the net-importing couniries of ERurope showing the
effects of carlier blue mould infestation and stil! well below
the average of the second half of the nineteen fifties, imports
were at a somewhat higher level than in 1962, In the wake
of a smaller 1962 crop in Turkey, exports fell sharply in
the second quarter of 1963, and in the aggregate were con-
siderably below the 1962 level. Prices having risen steadily
in 1962 and 1963, average export unit values in 1963 were
about 6 pear cent above the 1962 figure.

The increase in the output of fats and oils between 1962
and 1963 probably fell somewhat short of the increase in
consumption. Preliminary returns suggest that total exports
—including the oil cquivalent of seed—were slightly below
the record level of 1962, The price index of fats, oils and
vil-seeds entering international trade, which had been slip-
ping erratically downwards since 1936, levelled out in 1952
and moved upwards in 1963, regaining the 1960/61 average
(see chart A-2).,

The only group of oils and sceds to register an increase
in trade in 1963 was the tropical one. Exports of copra and
coconut oil were appreciably higher, largely a5 a result
of a better out-turn in the Philippines, whence shipments
rose by no less than 31 per cent in volume and 47 per cent
in value, more than offsetting a 30 per cent decline in
shipments from Ceylon. The price of palm kernels and oil
alse increased by about an eighth between 1962 and 1963
but there was no comparable expansion in trade: the
downward trend in exports from Nigeria was reversed
but there was an offsetting reduction in exports from the
Congo (Leopoldville). Palm oil shipments from the Congo
(Leopoldville) and Nigeria declined in 19583 for the fourth
successive year; there was some compensating increase from
the continuing upward trend in the Federation of Malaya
and alse a slight recovery in Indonesia, but it is probable
that total exports were below the 1962 level.

World trade in soft (edible) vegetable oils was sus-
tained in large measure by an 8 per cent increase in ship-
ments of soya beans (and oil) from the United States.
Cotton-seed imports, however, were somewhat below the
1962 level. There was also a decline in cotton-seed exports
from the Sudan, in the wake of cotton crops that were
smailer than the record one of 19561/62. While seed and
bean prices were generaliy higher in 1963 than in 1962—
reflecting the continuing expansion in demand for compound
feeds—oil prices were lower. There was also a decline in
exports of rape-seed and sesame seed. The greatest pro-
portional reduction in trade, however, was in olive oil in
the wake of a poor 1962/63 ofive crop in the Mediterranean
arca; 1963 exports from Spain and Tunisia were the
smallest since 19539 and 1960, respectively, and prices rose
strongly from the end of 1961 to mid-1963 when expecta-
tions of a record 1963/64 out-turn of olives began to
weaken the market,

In the face of somewhat greater supplies—chiefly from
India and Nigeria whose inerease in exports more than
offset reductions in Argentina, Senegal and the Sudan—
the prices of ground-nuts and ground-nud oil remained
remarkably steady in 1963, more or less at the average 1942
level, Linseed ofl prices also remained relatively steady in
1963 though at well below the 1962 level. Shipments from
Argenting, the leading exporter, were substantially smaller
than in 1962

Fish oil prices rose steeply in 1963 in the wake of poor
catches in the 1962/63 season, including returns from
Antarctica, At year’s end the prices of whale oil and Peru-
vian fish oil were virtuaily double their end-1962 figure.

The output of natural fibres in 1963 was up moderately
on the 1962 level: reductions in the jute and henequen
crops were more than offset by gains in most other fibres.
Demand for fibre hy the world textile industry continued
to expand. In 1962, textile output (outside the centrally
planned countries) was about 4 per cent above the 1961
level, expansion in North America offsetting stagnation
in western Europe, In 1963 the expansion was in western
Furope—up about 5 per cent in 1962—and this made up
for a slackening in the rate of growth in Nosth America.
Fibre prices, which had tended to weaken in 1962 in the
face of a large cotton crop, hardened again in 1963 and,
led by wool, rese considerably in the course of the vear.

World production of coiton, which had risen by about 6
per cent between 1961/62 and 1962/63, registered a further
gain—of about 3 per cent between 1962/63 and 1963/64.
This was largely the result of greater crops in the Soviet
Union and the United States, though there were also in-
creases in East Africa, Greece and Iran, as well as in
mainland China. Offsetting these gains to some extent
were reductions in the crops in Latin America (particularly
Brazil and Mexico), in India, in Spain and in the Sudan
and the United Arab Republic. One consequence of the
smaller crops in the last two countries was a sharp cut in
supplies of extra-long-staple cotton. Prices of long staples,
having fallen erratically since 1950, twrned upwards in
mid-1963. The average price of all cotton entering inter-
national trade was much the same in 1963 as in 1962,

Total exports of cotton, which had dropped back sharply
in 1961 and 1962 from the high 1960 level, rose slightly—
about 2 per cent according to preliminary figures—in 1963,
The ingreases were widespread and considerable but they
were offset very largely by a sharp cut in shipments from
the United States and, on a smaller scale, from the Soviet
Union. Purchases by western Europe declined for the third
successive year to the lowest level since 1952; North Amer-
ican imports were also at their lowest for many years; it
was the other regions that registered increases.
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Chart A-2. Price Indices of Qilseeds, Fats and Oils and Naotural Fibres in ¥nternational Trade, 1961-1963
(1958 = 100)
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in the United States, the combination of larger crops
and smaller exports resulted in a further accumulation
of cotton stocks: the carry-over into the 1963/64 season
was the greatest since 1957 and another substantial incre-
ment was in prospect. In the rest of the world, by contrast,
stocks continted the siow decline that had started in 1958.

After a small decline in 1962/63, the waorld wool clip
rose apain slightly in 1963/64 to about 26 million tons or
one per cent abave the previous high point of 1961/62. The
gain was chiefly in Oceania, though production was also
higher in Asia (other than Japan) and eastern Furope
{other than Yugoslavia). Elsewhere, the 1963/64 clip was
generally below the 1962/63 level—by about one per cent
in Africa, 2 per gent in western Europe and 3 per cent
in North America. Early returns suggest that ocutput in
Latin America was little changed from the previous Oc-
toher/Septermnber season. World consumption in 1963 was
probably not much mare than one per cent above the 1962
level, However, as carry-in stocks in the major trading
countries were relatively small—having declined for the
second successive year in the principal importers and con-
tracted to about half the average recorded in the first half
of the nineteen fifties in the southern hemisphere exporters
—sales were buoyant throughout 1963, After remaining
fairly static for four years, wool prices began to rise
vigorously towards the end of 1962 and, averaged over 1963
as 2 whoile, were about a fifth higher than in the previous
year,

The 1963/64 fute crop was slightly smaller than the pre~
vious one and about an eighth below the large 1961/62
crop. The decline was chiefly in Pakistan where lower prices
{relative to those of rice, the alternative crop) and acreage
control had combined to reduce pianting, but a2 smaller
output is also reported from Burma and Thailand, In India
both jute and mesta production were above the 1962/63
level though below the record of the previous year. Pre-
liminary returns indicate some contraction in trade in raw
jute between 1962 and 1963, despite the fact that larger
shipments were made early in the year from the 1962/63
crop. Prices were marginally lower and the 1963 jute carn-
ings of Pakistan—by far the largest exporter—were about
% per cent below those of 1962

Early reports suggest that total hard fibre ocutput was
slightly smaller in 1963 than in 1962: minor increases in
sisal (notably in Kenya) and abaca (in the Philippines)
were more than offset by a major reduction in the Mexican
henequen crop. Exports having been restricted in order to
conserve supplies for domestic spinners, Mexican henequen
sales were a fifth below the 1962 level. This tended to
increase the demand for sisal and, in the face of the very
slow rate of expansion in output, prices rose rapidly be-
tween the end of 1961 and the middle of 1963 when they
levelled out at about twice the 1958 average. This brought
sisal prices much closer to those of abaca than has heen the
case in the past. Abaca prices, which had been drifting
downwards in 1961 and 1962, also rose and in the last
quarier of 1963 were about a fifth higher than the cor-
responding 1962 figure. Exports from the Philippines in
1963 were up 22 per cent in volume and 28 per cent in value,

Though total rubber production increased between 1962
and 1963, the ountput of nainral rubber was about 3 per cent
tower® This reduction was largely a reflection of a 15 per
cent drop in the amount of rubber tapped in Indonesia,
though there were also reductions in Brunei, Cambodia,

® Production of synthetic rubber outside the centrally
planned countries reached about 2.5 million tohs in 1943,
compared with a natural rubber output of less than 2.1
million tons.

Liberia and the Republic of Viet-Nam. The decline in
tapping in these countries was to some extent the conse-
quence of lower prices: these had declined steadily from
peak levels in 1960, In 1903 they reached the lowest figure
since 1954, having dropped about 15 per cent in the course
of the year, more or less to the floor set by the price of
butadiene-styrene synthetic types (see chart A-3).

The output of metal products outside the centrally planned
countries was about 4 per cent higher in 1963 than in 1962,
This foliowed a much higher rate of expansion between
1961 and 1962 which went a loag way to correcting the
balance between the produoction and absorption of non-
ferrous metals, Prices, which had been drifting downwards
since 1960, reversed early in 1963 and by the [ast quarter
of the year the price index of non-ferrous metals entering
international trade was about 4 per cent above the corres-
ponding 1962 figure,

Production of alumininm, which had declined in 1961, rose
vigorously in 1962 and 1963—by about 10 per cent a year
outside mainland China and the Soviet Union, The only
countries producing less in 1963 than in 1962 were China
{Taiwan), Poland and the United Kingdom. Among the
major producers, there was a marked expansion in the
Federal Republic of Germany (of about 30,000 tons a year},
Japan (50,000 tons), Norway (13,000 tons) and the United
States (180,000 tons). In the United States, output was in
excess of 2 million tons for the Arst time. Trade was also
at a higher level, with particularly large increases in imports
into Belgium and the Usnited Kingdom; United States
imports were also higher—by about 10 per cent. In the
first half of the year absorption was up about 3 per cent
in western Europe and 9 per cent in the United Stategw-
eompared with the first half of 1962, And in the United
States, producer stocks continued to decline. Frices, which
had been marked down on several occasions since 1960,
began to firm in mid-1963 though they averaged slightly
fess in 1963 than in 1962.

Copper production {outside mainland China and the Soviet
Union), which had been held back by major mines in 1962
in an effort to stabilize prices, romained upder restraint
in 1963 and again advanced only moderately. United States
output of refined metai remained at its 1962 level of 1.7
million tons, while there were reductions in 2 number of
countries, including Canada, Norway, Portugal, Spain and
the United Kingdom (all for the second year in a row),
as well as Australia, Chile, France and the Federal Re-
public of Germany, and these reductions almost offsct ex-
pansion elsewhere, notably in Belgium, Japan and Northern
Rhodesia, as well as in castern Europe, In the first half of
the year absorption was about 9 per cent above the cor-
responding 1962 level in the United States but 2 per cent
lower in western Europe. As the year advanced, the relative
rate of absorption tended to rise and stocks were drawn
down. United States imports of metallic copper—chiefly
blister—were uwp about an eighth in volume on the 1962
figure, while exports were lower. As the market balance
altered and expectations about future demand and supply
were reformulated, prices began to rise and, by early in
1964, restraints on production were lifted in an effort to
maintain stability. A seven-week labour strike at one of
the major mines in Chile, however, precipitated a shortage
in prompt supplies: by April, the London Metal Exchange
price—which had been held at around £235 per loap ton
throughout 1962 and 1963—had risen by a third to over
£300 a ton,

After remaining virtwally unchanged between 1961 and
1962, production of refined lead outside mainland China
and the Soviet Union advanced about 5 per ceat in 1963
This expansion was not supported by any increase in mine
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Chaort A-3. Price Indices of Selected Metals and Ores and Raw Materials, 1961.1963
(1958 =106}
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production: in 1963 outside the Soviet Union, this was
only about 2 per cent above the 1960 level. The bulle of
the increase in the output of fead metal was in Australia
though there were also sigpificant gains in Japan, Pery, the
United States (in the second half of the year) and Yugo-
slavia, offsetting losses in a number of countries, most
notably the Federal Republic of Germany, Morocco and
Spain. Largely as a result of a 60 per cent decline in ship-
ments from Spain, trade was at an appreciably lower level
than in 1961 and 1962. In the face of a considerable expan-
sion in the output of motor vehicles, by contrast, absorption
was generally higher, particularly in North America. Be-
fween mid-1962 and mid-1963, United States producer stocks
were halved, While, with demand increasing, consumer
stocks in Japan, the United Kingdom and the United States
tended to rise, producer stocks continued to fali—hy the
end of 1963 they were only two-thirds of the end-1961
level. Prices rose by over a third in the course of the year
and were still rising in the early months of 1964

Zine also benefited from the expansion in the automotive
and other metal using industries, Mine production outside
mainland China and the Soviet Union increased by about
2 per cent to a level about an eighth above that of 1960.
Qutput of zinc metal was only slightly (about 2 per cent}
higher in 1963 than in 1962: increases in most countries—
particularly Australia, Japan, Peru and the United States
—being largely offset by reductions in Canada, the Federal
Republic of Germany and Italy. The decline in Canada was
reflected in exports; more significant, however, was a sharp
reduction in shipments from the Soviet Union. In 1963
world trade in zinc metal failed to reach the 1960-1962
average, Prices began moving upwards on the London
Meta] Exchange early in 1963 and by the end of the year
they had advanced about 40 per cent to the highest price
since 1956. Consumers in Japan, the United Kingdom and
the United States had increased their zinc imventories to
much the same extent as they had increased those of lead,
while producer stocks had been similarly drawn down: at
the end of 1963 they were about 30 per cent below the
corresponding figure in: the three previous years,

With consumption exceeding production in the case of
hoth lead and zinc, steps were taken in the United States
to ebtain congressional approval of limited releases froem
the large excess held in the strategic stockpile. In the
meantime, prices on the free market continued 1o rise, be-
coming far out of line with those ruling in the closed United
States market, especially in the case of zine, for which the
London Metal Exchange quotation reached a post-war
record in May 1964.

Tin production showed little change between 1962 and
19631 expansion in most producing areas--including Bolivia,
Federation of Malaya, Nigeria and Thailand-was offset
by a further contraction in Indonesia and, in the aggregate,
supplies again feil short of consumption. Commergial stocks,
both producer and consumer, fell again-for the third suc-
cessive year--and the balance hetween production and con-
sumption was maintained by releases from the United States
stratepic stockpile. These releases were not sufficient to
hold the price within the stabilization range set by the
International Tin Council, the upper limit of which was
raised from £850 to £1,000 per long ton. The average price
in January 1964 was £1,041 per long ton, more than a fifth
higher than the corresponding 1963 figure, and the price
was still rising.

The consumption of energy in 1963 reflects not only the
higher level of activity and incomes that characterized vir-
tualty al] of the industrial countries but also the extremely
cold weather which marked the early months of the year.
The demand for coal and fuel oil increased rather more
than in the years immediately before, and there was a
vigorous expansion in trade.

World ceal production increased appreciably more he-
tween 1962 and 1963 than in the preceding interval. This
was largely due to expansion in a few countries—notably
India, the Soviet Union and the United States—for output
in western Europe and Japan was lower. This was reflected
in turn in a somewhat larger expansion in imports inte
western Furope and also in a running down of stocks,
While distributed stocks of coal were slightly higher at the
end of 1963 than a vear earlier, mine stocks registered
their third successive decline. The unit value of coal exports
inched upwards during the year and in the last quarter
of 1063 it was 6 per cent above the corresponding 1962
ﬁgsure and the average price in 1963 was the highest since
1957,

Posted prices for crude pefrolensn remained more or less
unchanged in 1963. Hence, the earnings of petroleum ex-
porters benefited to the full extent of the increase in the
volume of their exports. World production registered a
further 7 per cent increase, Expansion was almost uni-
versal. The most marked proportional gains were made
by the newer and smaller producers in Africa, particularly
Libya, but some of the larger producers—Kuwait and the
Soviet Union, for example—also recorded massive increases.
Preliminary returns—based for the most part on the first
three quarters of the year—suggest that world trade in
crude petroleum continued to increase at more than 10 per
cent a year.






