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PREFATORY NOTE

The Economic Su;\i’y of Europe in 1950 1s the fourth in a series of annual economic reports
prepared by the Research and Planning Division of the Secretariat of the Economic Commussion
for Europe. These reports, together with the quarterly Economic Bulletin for Europe, are intended
to serve the needs of the Commidyon and to help in the task of reporting on world economic
conditions which the Economic and'Social Council of the United Nations has entrusted to the
Department of Economic Affairs.

The Survey 1s published on the responsibility of the Secretariat, and the views expressed
1n it are not to be attributed to the Commussion or to its member Governments. The basic
statistics on which the analysis is based are, however, mainly derived from official sources or,
in some cases, supplied directly by the member Governments, and the amount of attention
given to economic affairs tn individual countries necessarily tends to vary according to the
availability of information. In particular, the fact that disproportionately little attention has
bzen given to economic developments and problems in eastern Europe is attributable mainly
to the paucity of detailed information on these countries.
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SYMBOLS EMPLOYED

The following symbols have been used throughout this SURVEY :

= not available
— == nil or negligible

In referring to combinations of years, the use of an oblique stroke—e.g.,
1948/49 —signifies a 12-month period (say from 1 July 1948 to 30 June 1949).
The use of a hyphen—e.g., 1947-1949 —signifies an average of the full period
of calendar years covered (including the end years indicated).

Unless the contrary is stated, the standard unit of weight used throughout
is the metric ton. The definition of “billion’’ used throughout is one thousand
millions. Minor discrepancies in totals and percentages are due to rounding.

In general, information received up to 20 April 1951 has been included in the
SURVEY.



Chapter 1

THE CHANGE IN THE ECONOMIC SETTING IN 1950

The fifth post-war year was one of continued
and in some respects unexpected progress in European
production. For the area as a whole, industrial output
mcreased by a further 14 per cent over 1949, largely
owing to a continued rise 1n productivity. Agricultural
production in Europe also increased, but, as in previous
post-war years, the expansion was not commensurate
with that in industrial production. Investment activity
was maintamed at a high level, and most countries
continued to devote a much greater share of their
total resources to the further expansion of their
productive capacities than they had before the war.
The continued high rate of progress 1n most countries
appeared to confirm Europe’s capacity for economuc
growth and, by contrast with earlier periods, to
demonstrate the rates of progress attainable when
investment is active and full employment is main-
tained.

The rise in productton was accompanied by an
impressive and fairly general growth 1n trade among
European countries. The main exception was in trade
between eastern and western Europe, which remained
low and seemed destined to fall still more. Within
each of these two areas, however, trade continued
to expand. Europe’s imports from overseas countries
declined slightly and its dependence on North-
American sources was further reduced compared with

earlier post-war years, while the volume of its overseas
exports rose sharply. The dollar problem, which
loomed so intractable only a year before, appeared
well on 1ts way to solution. The reserve position of
sterling was greatly strengthened, leading to the sus-
pension of Marshall Aid to the Umited Kingdom at
the end of the year, and the gold and dollar holdings
of a number of other European countries also
increased.

The improvement 1n Europe’s external position was,
of course, made possible by the rise in 1ts export
capacity as production increased, and was facilitated
by the currency readjustments made towards the end
of 1949 to remove price disadvantages which appeared
at that time to threaten export recovery. Clearly,
however, a major factor 1n the export rise 1n 1950 was
the marked increase in the tempo of economic activity
and 1n the strength of demand overseas. In the course
of the year, and particularly after the outbreak of the
Korean war, European economic hife became increas-
ingly influenced by external developments, as the
world economic setting was completely transformed
from that of a year earlier. A review of the nature and
extent of these changes 1n the world economy generally
is therefore a necessary prelude to a further examina-
tion of the economic problems and outlook of Euro-
pean countries.

1. WorLD PRODUCTION AND PRICES

The Rise in Industrial Production

In contrast to the relatively small increase in 1949,
world industrial production rose by some 13 per cent
in 1950—a rise greater than that in any of the earlier
post-war years, when many countries had achieved
rapid increases as capacity was reactivated, and about
as great as any previous year-to-year rise in world
industrial output.! As may be seen from Charts 1A

1 The only previous peacetime jump of comparable magni-

tude seems to have been from 1935 to 1936, when industrial
production for the world as a whole rose by about 15 per cent

and 1B, the extraordinary size of this increase was
due to the concurrence—partly coincidental—of
three major factors : the continuance of a fairly rapid
and steady growth in a number of countries, among
which the Soviet Union and the United Kingdom have
the heaviest weights, a strong recovery In western
Germany and a marked cyclical upturn in the Umited
States after the 1949 recession.

as a rﬁ;ﬁ recovery set 1n from the extremely low level which
had been reached, especially in North America and Germany,

during the depression See World Production and Prices, 1938/39.
League of Nations, pp. 39 and 103.
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In western Germany ! the delayed and, for a time,  of the year, the rate of output was greater than it had
hesitant recovery of production from the low post-war  been 1n 1938. For 1950 as a whole, industrial produc-
level gained headway rapidly in 1950 and, by the end tion in western Germany exceeded that of 1949 by

more than one-fourth. There was a somewhat simular

1 References to “ western Germany " in this document apply development 1n Japan, although recovery there was

gencrally to the threc western zones of occupation  Unless , . -
otherwise stated, western sectors of Berlin are included only in less rapid and the level of production remained sub

trade and payments discussions. stantially below pre-war.
Chart 1
WORLD INDUSTRIAL PRODUCTION
A. Contribution of Individual Countries or Areas B. Index Numbers for Individual Countries
(Cumulative) or Areas
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However, it was, of course, the sharp upturn in the
United States which provided the major contribution
to the movement of world industrial output in 1950
compared with 1949 and to the marked change in
the general economic climate over this short period.
United States 1ndustrial production had already
begun to recover in the latter part of 1949 from the
recesston earlier 1n the year and rose by no less than
20 per cent 1n the course of 1950. Although the increase
in the average level for the year was little different
from that for the world as a whole, the expansion
United States industrial output accounted for no less
than 40 per cent of the global increase and was greater
1n absolute amount than that n all of Europe outside
the Soviet Union.

The Shortfall in Primary Production

There 1s a good deal of evidence that this rapid
expansion of world industrial production 1n 1950 was
inadequately supported by increased production
of raw materials. From Table 1, showing a consoli-
dated index of world output of the principal industrial
raw materials comparcd with the movement 1n world
industrial production,! 1t would appear that, in 1950,
the rate at which materials were being fed into the

production process lagged far behind the rate at
which finished products were leaving 1t.2 This was
partly no more than a reversal of an opposite tendency
n previous years : following the war, there was a
need 1n many countries to replenish working capital,
so that production of some materials tended to rise
faster than actual consumption by industry and,
with the slowing-down of world industnial production
in 1949, there appeared to be some cxcess accumula-
tion of stocks. The marked divergence of the two
series 1n 1950 nevertheless gives a clear indication
that a substantial increase in world production of
materials will be required not only to support any

1 The data cover world production excluding the Soviet
Umion, since information on the latter's production of raw
materials 1s inadequate for inclusion in the world totals It 1s
believed that this does not significantly impair the compar-
ability of the two series for the rest of the world, as the net
foreign trade of the Soviet Union in raw materials appears to
be small in relation to total world supphes

2 For purposes of this comparison, the index of industrial
production should, in principle, be limited to manufacturing
only and exclude mining (since metallic ores are included 1n
the raw materials, while coal and other fuels are left out alto-
gether), but this has not been possible, because inadequate
details are available concerming the components of the industnal
production series for some countries  However, since the
output of mining generally increased more slowly than that of
manufacturing, corrected indices would show a greater dis-
crepancy

Table 1

THE MOVEMENT OF WORLD @ INDUSTRIAL PRODUCTION COMPARED WITH THE PRODUCTION
OF INDUSTRIAL MATERIALS
Index numbers — 1946-1950 = 100

Industrial scctor

Total
Industrial production &
Production of raw materials¢ . . .

Textiles
Production of cotton and wool cloth
Production of cotton and wool yarns
Production of cotton and wool fibres

Metals and Enginecring
Production of engineering industries
Production of metals
Production of metallic ores

1946 1947 1948 1949 1950
85 94 102 103 116
82 96 106 108 108
89 96 104 100 m
91 95 100 100 13
86 95 106 112 101
86 97 103 100 114
75 95 105 106 119
9 95 106 105 115

Sources and methods see Appendix B
a Excluding the USSR
b Including mining, and other manufacturing industrics as well as textiles,
metals and engineering.

€ Weighted series for iron ore, copper ore, lcad ore, zinc ore, tin ore, bauxite,
natural rubber, synthetic rubber, sulphur, cotton, wool and wood-pulp.
Sce Appendix B
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further increases in finished output, but probably even
to sustain the existing level.l

The data in Table 1 also show that the spread
between raw material production and consumption
in 1950 was most marked in the case of the natural
fibres, cotton and wool. The sharp fall in the output
of fibres mainly reflects the reduced American cotton
crop in 1950, which was due largely to acreage restric-
tions on planting. The concurrent rise in world
demand for cotton textiles brought about a fall of
some 5 mullion bales in the cotton stocks accumulated
by the United States Government in earlier years when
production had exceeded demand. In wool, world
production since the war has been fairly steady, but
at a level substantially below current consumption in
the textile industries,? the difference being met by
drawings on large stocks bwilt up during the war
by Governments and exporters. These stocks were
virtually exhausted in 1950 8 with the further rise in
world output of wool yarns and tissues.

The divergence between the movement of the index-

numbers appears less marked in the case of metals
than in textiles. Over the post-war period as a whole,
world production of metallic ores, including both
ferrous and non-ferrous, has risen rapidly, with ten-
dencies towards an excess in 1948 and 1949 and a
shortage in 1950. The comparison between the move-
ment of output of metallic ores and that of metals
and engineering products tends, however, to under-
state the seriousness of the situation as it developed
in 1950. This is because, as in wool, the war left a
large reserve of materials—1n this instance, in the form
of scrap—which has served to cover a substantial
part of the requirements of the metal producing and
consuming industries, notably in iron and steel pro-
duction.® These extraordinary supplies of war scrap

1 This conclusion seems valid in view of the size of the
divergence m 1950, although there 1s a tendency for manufactur-
ing production to rise faster, in the long run, than the input
of raw materials. This long-term trend occurs for several
reasons, among the principal ones being the development of
more elaborate manufactures whose raw material costs are
smaller in relation to labour and capital costs, economies in
raw material use through technical improvements, and the
increasing use of synthetic materials.

* In interpreting the data in Tables 1 and 2, and comparing
the results with such information about absolute levels of stocks
as 1s provided elsewhere 1n this SURVEY—e.g. 1n Table 37—1t
should be continuously borne in mind that a discrepancy
between the index numbers of products and supplies may indicate
a change in the rate of change of stocks or work in progress
i factories.

3 See Table 37

¢ It 1s not possible statistically to distinguish war scrap from
other forms of “ old scrap " (1e., scrap arising other than as

have been largely exhausted during the last few years
and in 1950 even working stocks of scrap were
seriously depleted in most European countries. It
thus seems clear that further consumption needs will
have to be met from natural ores to a greater extent
than in the recent past.

Among the raw materials contamned in the global
index in Table 1 but not in any of the subdivisions
shown, sulphur, which plays an essential role in nume-
rous branches of industrial production, appears to be
the most important case in which the failure of pro-
duction to keep pace with consumption requirements
may have serious repercussions.

The difference between the trend in raw material
supplies and that in industrial activity 1n 1950 seems
to have been common to most countries. An indica-
tion of the relative trends in several leading western
European countries and in the United States 1s provided
m Table 2, giving the results of computations of the
movement of raw material supplies in relation to
current consumption by industry. The data do not
show the absolute level of raw material supplies and
consumption or absolute changes in stocks—since
sufficiently comprehensive information on these points
1s not available—but the changes in relative trends
during the last two years emerge fairly clearly from the
movement of the ratio of the index of supplies to that
of activity for each of the countries shown. A change
in the ratios shown 1n Table 2 1s taken as indicative of
a corresponding change in the rate of accumulation
of stocks of raw materials or partly manufactured
goods, which 1s probably the dominant factor over
short periods of time, although the ratios may also be
influenced by changes 1n the commodity composition
of industrial output and by changes in the average
quantity of raw materials consumed per unit of
output.® It should be added that, for each of the
European countries covered by the comparison, the
changes are attributable principally to variations in
the rate of imports, since these countries are heavily
dependent on raw material supplies from outside
sources, and their imports tend to fluctuate more than
cither domestically produced supplies or industrial
activity.

waste from the current production of the steel and steel-
consumung 1ndustries), but the trend of total consumption of
old scrap 15 fi This is d by the Power and Steel
Duvision of the Economic Commission for Europe to have
increased in western Europe from about 8 million tons in
1936-38 to 144 mullions 1n 1949 and 16!5 mullions in 1950.

% For an explanation of the data, see the notes to Table 2
and Appendix B.




Table 2

SUPPLIES OF INDUSTRIAL RAW MATERIALS (EXCLUDING FUELS)
COMPARED WITH INDUSTRIAL ACTIVITY @

Index numbers — 1949 = 100

United States mited
Period m‘:m Kl;{‘l gdom G“;::)il;lny France Ttaly ¢
cotton cotton
1949
Supplies of raw materials First quarter 88 89 89 87 99 116
Second quarter 101 107 m 108 113 104
Third quarter 112 104 113 100 97 95
Fourth quarter 99 100 87 105 90 85
1950
First quarter 99 104 91 111 120 120
Second quarter 118 128 108 115 101 98
Third quarter 126 144 99 119 89 120
Fourth quarter 114 130 92 152 90 102
1949
Industnal activity First quarter 106 106 99 89 101 95
Second quarter 96 97 100 99 107 101
Third quarter 97 97 96 103 91 98
Fourth quarter 101 100 105 109 100 106
1950
First quarter 109 108 108 106 98 107
Second quarter 116 116 110 123 103 114
Third quarter 122 122 106 137 91 110
Fourth quarter 127 127 116 148 109 125
1949
First quarter 83 84 90 98 98 122
Second quarter 105 110 111 109 106 103
Third quarter 115 107 118 97 106 97
Fourth quarter 98 100 83 96 9 79
Ratio SuPPHCS Annual average 100 100 100 100 100 100
Activity
1950
First quarter 91 96 84 105 122 112
Second quarter 102 110 98 93 98 86
Third quarter 103 118 93 87 98 109
Fourth quarter 90 102 79 103 83 82
Annual average 97 107 88 97 100 97

Sources and methods see Appendix B

a The indices of raw matenal supplies show changes in the value, at constant
1949 prices, of total home production plus imports minus exports of major
industrial raw matenals excluding fuels The indices of industrial activity
are derived from official index numbers of production with the component

c

industral  series

ted relauve value

g
of their consumption of the matenals included in the supply indices

b Raw cotton 1s_excluded trom the supplies index and cotton manufactur-
ng industries from the industrial activity index

Imports only
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The greatest change shown by Table 2 is in the
position of the United Kingdom. There would seem
to have been a tendency to accumulate stocks in the
second and third quarters of 1949, which may have
been partly seasonal, but may well have been influenced
by increased imports in anticipation of devaluation.
Since then, the trend has been in the opposite direc-
tion, with a particularly sharp fall in the movement
of supplies in relation to the industrial activity in the
fourth quarter of 1950. The evidence of this develop-
ment is supported by the statement of the Chancellor
of the Exchequer that total stocks of raw materials,
excluding petroleum, fell by £40 nullion at end-1950
prices during the year.

In both France and Italy, the movement in supplies
was also extremely sluggish in relation to the rise in
industrial production towards the end of the year,
although the results in France for the year as a whole
were domunated by exceptionally heavy supplies 1n
the first quarter.

In western Germany the development has been
rather different. While for the full year 1950 the
increase in supplies was less than that in industrial
activity compared with the preceding year, the situa-
tion changed abruptly in the fourth quarter as imports
rose even faster than industrial production.

In comparing the results for western Germany,
France and Italy with those for the United Kingdom,
it must be remembered that the major divergences
which have been found for the world as a whole
between raw material production and consumption
seem to have been those which relate to cotton and
wool, as 1s shown 1n Table 1, and the reductions in
stocks of these commodities were registered primarily
in overseas countries and in the United Kingdom.
The relative importance of the decline 1n cotton stocks
in the United States is shown by comparison of the
two sets of series for that country, the one including
and the other excluding cotton. It will be noted that,
apart from cotton, the trend was in the direction of
considerable stock accumulation 1n 1950, particularly
in the third quarter. Since privately held stocks of
raw materials appear to have declined 1n virtually
all instances for which data are available,! this trend
would seem to reflect operations under the official
stockpiling programme which had been inaugurated
soon after the war as a precautionary measure, but
had not been pushed very vigorously in earlier years.

1 See Table 37,

After the outbreak of hostilities in Korea, the rate
of stock-piling was greatly accelerated and, as can be
seen in Chapter 3, became a major factor in the market
for a number of the most important raw materials.

The Disruption of the Price Structure

The failure of raw material production to keep
pace with requirements for industrial consumption
in 1950 laid the basis for substantial increases in
primary prices. The rise in the prices of many raw
materials during the year, accompanied by an upward
movement in the whole level of prices and a disruption
of the price structure, was, however, far more violent
than can be accounted for by the underlying dis-
equilibrium between production and consumption.
It was in large measure due to strong political forces
affecting the volume and urgency of demand on the
world markets. Of these, the most important were
the additional demands created by the speeding up
of American strategic stock-piling of commodities
the supply of which is short, or liable to be cut off
in time of war, and the sharp reversal of speculative
attitudes. In spite of the divergence between supply
and requirements of raw matenals during the year,
expectations of a fall in prices were still widely enter-
tained 1n the earlier part of 1950. In the latter part
of the year, however, a considerable speculative
fervour and general inflationary demand developed,
based more on anticipated than on actual increases
in mulitary expenditure. As a result of these abnormal
demands, wide divergences developed between the prices
of individual commodities which did not correspond to
their relative scarcity. Rubber and tin are outstanding
instances where current and prospective production
appears adequate or more than adcquate to meet
consumption needs, but where price increases have
nevertheless been particularly great.

The steep rise in prices and the great divergence
between individual price movements are illustrated
in Chart 2. It should be noted that, for the
most part, the data relate to prices in the principal
producing countries and that they may therefore
(particularly in the case of commodities moving
customarily in tramp freighters) fail to reflect the full
extent of the rise in the delivered cost to importing
countries. As Chart 3 shows, the development of
the world shipping shortage at the end of 1950
brought a very sharp rise in freight rates.
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Chart 3
MOVEMENT OF FREIGHT RATES SINCE
JANUARY 1950

Index numbers—average 1949 = 100
Sterling rates in terms of dollars

PSS S S P N s ©

——
[

Source I Financial St I

Monetary Fund

Price changes as shown by the charts vary not only
between different commodities, but also for the same
or similar commodities in different markets. In Brazl
the price of cotton rose much more than in the
United States although both countries produce the
same growths. The shortage of steel scrap has been
reflected in the sharp rise 1n the United States price,
but not in controlled or administered prices 1n the
United Kingdom and France. Similarly, the prices
of steel products in the Umited Kingdom had scarcely
changed by the end of the year, but the much more
volatile Belgian export prices rose by over 100 per
cent 1n the course of 1950. The price of newsprint
has risen in France very much more than in North
America, reflecting the particularly difficult buying
position in which France finds herself for newsprint
and pulp.

In general, it 1s apparent that prices of industrial
materials—particularly rubber, non-ferrous metals
and textile fibres—have increased much more than
prices of either foodstuffs or manufactures. The
increases 1n wool and cotton prices are fairly generally
reflected 1n the prices of yarns and cloth, but for
most other finished products the price quotations
available show relatively moderate changes.

A clearer view of the great structural change which

has accompanied the recent evolution of prices 1s
given in Table 3, showing price indices in terms of

dollars for the three groups—manufactures, food-
stuffs and raw materials—weighted in each case in
accordance with their relative importance in trade
between the major industrial countries and the
principal primary producing areas. In order to
indicate the full degree of the movements which
have occurred since the currency devaluations of
September 1949, the indices are based on the averages
for the first nine months of that year. This accounts
for the relatively low level of the index for manu-
factures, which is a composite figure covering both
European and United States exports, although here,
too, the trend in the last half of 1950 has been definitely
upward.! It will be seen that between December
1949 and December 1950 raw material prices in terms
of manufactures have increased by about 80 per cent.

Table 3

INDEX NUMBERS OF DOLLAR PRICES
OF MANUFACTURES, FOOD AND RAW
MATERIALS IN WORLD TRADE

January-September 1949 = 100

1949 1950
Item
Dec. March June Sept. Dec.
Manufactures @ 85 84 84 84 88
Foodstuffs & . 11 116 113 126 122
Raw materials b 94 95 110 154 174

Sources see Appendix B.

@ Unit values of exports from the United States and major European coun-
tries, weighted according to value of exports to other overseas countries.
e index numbers relate to quarters

b Index numbers of price quotations in dollars (in non-European countries
excluding the United States) were weighted as between differing quotations
for the same commodity in different markets according to the share of
world trade 1n the commodity held by the country of quotation 1n 1948
Each commodity index thus obtained was then given a weight in the group
index corresponding to the value of total imports of that commodity into
the United States, Canada and Europe from the rest of the world in 1948
The commodities considered covered about 75 per cent of all imports 1nto
that area of food and raw materials 1n that year

These great shifts in the structure of prices have
produced sigmficant changes in the 1nternational
distribution of income, particularly between those
countries exporting principally raw materials and
those exporting principally manufactures. Among
European countries, the relative situation thus varies
widely, depending on the commodity composition
of their export and import trade. For Europe as a

1 Owing to the paucity of actual price quotations for fimshed
manufactures, the index 1n this case is made up of export unit
values, and the movement therefore tends to lag behind the
actual evolution of prices An adjustment for this factor, if it
were possible, would not, however, greatly alter the spread
between manufactures and the other two series.




whole and also for the United States, the shift in the
structure of prices has brought a marked deterioration
in their terms of trade with other areas and has been

a major factor 1n the vast changes which have occurred
in 1nternational trade and payments relationships
during the past year.

2. INTERNATIONAL TRADE AND PAYMENTS

The Expansion of World Trade

Spurred by the rise in world demand, international
trade increased by some 11 per cent in volume in
1950, although this was not reflected in the over-all
value of trade, measured 1n dollars, because of the
lower average dollar prices resulting from the wide-
spread currency devaluations in the latter part of 1949,
As may be seen in Table 4, a large part of the increase
1n volume was accounted for by intra-European trade,
which rose from quarter to quarter during the year
and, as in 1949, took a particularly vigorous leap
forward in the last three months. For the full year
1950, the volume of intra-European trade was about
one-fourth greater than in the preceding year. The
rate of expansion in Europe’s overseas exports was
about the same and was especially great in the final
quarter, when the volume was more than one-third
larger than a year earlier. Imports from overseas, on
the other hand, were just below the 1949 volume.

However, over one-third of the increase in Europe’s
overseas exports scrved merely to offset the adverse
shift 1n its import and export prices shown in Table 4.
The full effects of this shift had not yet been registered
in the value of trade for the last quarter of the year,
as will be seen, and the progressive narrowing of the
deficit in Europe’s overseas trade since mid-1949 will
therefore tend to be reversed, unless there is a further
very large rise in the volume of exports 1n relation to
that of imports.

The movement 1in Europe’s overseas trade in 1950
was in some respects the counterpart of, and causally
related to, an opposite development 1n United States
foreign trade. Although moving up in the last quarter,
United States exports remained smaller throughout
the year than the 1949 average, while its imports
increased sharply. Like Europe, however, the United
States experienced a marked deterioration in its terms
of trade, and here also the full effect had not yet been
felt by the end of the year.

The chief beneficiaries of these changes in the
trade of Europe and the United States were the
remaining overseas countries, whose total exports
increased in dollar value from 1949 to 1950, chiefly

because of the rise in primary prices, while their
imports, although greater in volume, fell in dollar
value because of the lowering of prices through the
1949 devaluations. A significant part of the increase
in the trade of these countries seems to have been in
their trade with one another.

The Changed Pattern of Settlements

The upsurge in United States imports and the
spectacular rise in raw material prices, together with
the fall in United States exports and the rise in Euro-
pean exports, produced sweeping changes in the pat-
tern of nternational settlements 1n 1950 and severely
altered both the character and the magnitude of the
dollar problem.

In 1949, as may be seen in Table 5, the United
States had huge surpluses on current account with all
the other countries or major trading areas shown,
adding up to an over-all surplus of some $5.8 billion.
By contrast, each of these other countries or areas
was 1n an over-all deficit position, with the exception
of Canada and the United Kingdom. Canada had
net claims on Europe greater than its own deficits
with the Umted States and Latin America, and the
small surplus of the United Kingdom resulted from
its transactions with the overseas sterling countries,
which were themselves in deficit with the United
States and thus provided no convertible exchange for
settling the Umited Kingdom’s adverse balances in
trade with the Western Hemusphere. Continental
European countries, taken as a group, were at the
oppostte pole from the United States, having virtually
no significant surpluses 1n any direction to set against
their large deficits with North America.!

Most of these extreme positions were radically
reduced 1n 1950. The biggest change was the fall of
over $4 billion 1n the total current account surplus
of the United States, accompanied by a swing in the

1 For a fuller description of the network of current account
balances in 1949 and the resulting problems of international
settlement, see the Economic Survey of Europe in 1949,
pp. 166-170. (In all further references, this document will be
referred to as last year’s SURVEY )
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position of Canada to a net deficit because of the cut
1 1ts export surplus with Europe. The counterpart
to these changes may be seen, above all, 1n the position
of the raw material producing areas outside the
Western Hemisphere, shown in Table 5 in two groups :
“ Europe’s affilated areas” and * Other overseas”
countries. It will be noted that both of these groups

either decreased their deficits or increased their
surpluses on current account with the United States
as well as with the United Kingdom and Continental
Europe. As a result, the group of overseas countries
affiliated with Europe, in which the sterling area
members are the most important, shifted spectacularly
from an over-all deficit of $1.6 billion in 1949 to

Table 4

QUARTERLY MOVEMENTS IN THE VALUE, VOLUME AND UNIT VALUE OF INTERNATIONAL TRADE
Billions of dollars in f.0.b. prices and index numbers

Intra- EUROPE’S OVERSEAS UNITED STATES REST OF WORLD b ¢ Total
Period European TrADE 4 World
Trade e Imports Exports | Imports Exports | Imports Exports Tradecd
Value

(Bullions of dollars)

1949 January-March PN 33 34 25 18 33 62 5.6 147
April-June 35 37 24 16 34 60 55 148
July-Scptember 34 33 23 15 27 55 53 137
October-December 32 27 20 1.8 2.6 53 52 130

1950 January-March . 33 28 20 19 23 50 54 130
April-June . 34 30 21 19 25 52 55 135
July-September . 35 28 23 24 24 59 6.4 146
October-December 4.2 33 29 26 29 72 73 17.3

Volume

(Index numbers — January-Sep-

tember 1949 = 100)

1949 January-March PR 97 96 104 105 102 105 101 101
Aprnil-June . 103 105 98 100 108 102 101 103
July-September 100 98 98 96 88 93 98 96
October-December 17 96 110 113 88 104 107 106

1950 January-March . 121 97 114 118 9 98 107 108
April-June P 124 102 117 117 85 99 104 107
July-September . 129 91 127 133 81 108 112 112
October-December 148 98 155 136 92 . .

Unit value

(Index numbers — January-Sep-

tember 1949 - 100)

1949 January-March 101 103 101 104 103 100 101 101
April-June 100 100 101 99 100 100 100 100
July-September 99 97 98 97 97 100 99 99
October-December 80 82 74 96 95 86 88 85

1950 January-March 81 84 74 98 94 86 91 86
Apnil-June 80 85 75 101 93 89 96 87
July-September 81 91 74 110 95 91 104 91
October-December 84 97 78 119 101

Sources see Appendix B.

a The USSR s treated here as part of Europe

b Including trade between the countrics of this area as well as their trade
with the other areas shown 1 the table

¢ Excluding China

d Total exports (= total imports) Intra-Curopean trade has been measured
from the export side
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Table 5

NETWORK OF CURRENT ACCOUNT BALANCES

Mullions of current dollars

Ye GROSS
ar DEFICITS Surplus
~ . A
1949 - . S 1949
ol umted | L .7 - Deficit Deficit
States T T 1950
1950 490 40 450 Y
Surplus
1949 650 650
Latin-
- American
1950 250 250 republics
—~
1949 600 550 50 /‘ -
- Canada
1950 350 250 50 50
1949 1400 1250 100 50
Other
—- —--| overseas
1950 300 250 50 — countries
1949 800 300 — 450 50
S| ~ United
S~ Kingdom
1950 230 > 100 50 80
1949 2000 500 200 100 300 900
European
R - | = | affiliated
1950 900 ! 200 o 200 500 areasa
1949 3330 2550 80 200 - 100 400 Europe
~ o o b | excluding
United
1950 2900 1450 — 100 50 500 800 Kingdom
1949 8780 5800 430 800 350 1000 400 —
. _ GROSS
_— SURPLUSES
1950 5420 2200 400 150 330 1040 1300 —
1949 + 5800 —220 +200 —1050 +200 —1600 —3330
Net o
positions :
1950 +1710 +150 —200 +30 +810 +400 —2900

Sources and methods see Appendix B

Note — The term “ current account ”, as used 1n this table, relates to
the balance on goods and services together with private donations Balances

totals given 1n the tables in Chapter 4 Some of the adjustments made in

have generally been rounded to the nearest $50 mullion The totals are the European countries.
addition of individual figures and thus do not necessanly correspond to the

the tables in Chapter 4 have, morcover, been excluded from this table
@ The overseas sterling arca and the dependent overseas territories of



— 14 —

a small surplus in 1950. With the United States
alone, this group showed a surplus of slightly less
than $500 mullion in place of a deficit of the same
amount in the previous year. The remaining group of
overseas countries outside the Western Hemisphere
eliminated their 1949 over-all deficit of $1,050 mullion,
almost all of which can be accounted for by the
change in their position with the United States.

The emergence of a current account surplus with
the United States on the part of the overseas sterling
countries was accompanied by the appearance of a
small surplus by the United Kingdom in its relations
with the United States and an over-all British surplus
of some $800 mullion. This occurred despite the
decrease in the United Kingdom’s own export surplus
with the overseas sterling area, which was offset by
the rapid improvement in the Umted Kingdom's
balance with Continental Europe. Largely because of
an increase in 1mports from the United Kingdom as
well as the rest of the sterling area, the over-all deficit
of Continental Europe, considered as an entity,
declined very much less than 1ts deficit with the United
States.

Despite its reduced size, the current account surplus
of the United States still totalled $1.7 billion in 1950.
This, however, was considerably more than offset by
United States Government grants and credits extended
under the European Recovery Programme and various
lesser foreign aid measures, which amounted to
$4.3 billion, compared with slightly under $6 billion
in 1949. The greater part of the aid in 1950 went,
as before, to western European countries—roughly
$700 million to the United Kingdom before the
suspension of aid towards the end of the year and
$2,750 mullion to other European countries.! The
continuance of American financial aid on this scale,

1 The figure of $2,750 mllion for “ other European ™ coun-
tries includes $446 mullion of aid under the Mutual Defense
Assistance Program, some of which presumably went to the
United Kingdom. Since a country break-down of this aid 1s not
available here, all of 1t has been allocated to *other European”
countries.

3. THe CHANGED ECONOMIC SITUATION OF

The forces released by the increased political
tension and the acceleration of economuc activity 1n
1950 have by no means exhausted their effects and
may be expected to produce further major changes in
world trade and prices in the near future. This would

combined with the abrupt fall in the United States
surplus on current account, had the effect of contri-
buting some $2.6 billion to the gold and dollar holdings
of the rest of the world, of which $1.5 billion went to
European countries. More than $900 million of this
accrued to the reserves held by the United Kingdom,?
fed both by the improvement in its own position and
by that in the accounts of the overseas sterling area.
At the same time, however, the claims of the overseas
sterling area on the United Kingdom in the form of
sterling balances rose by almost $1.1 billion, partly
as the result of sales of gold and dollar funds to the
central pool, partly through the current account
surplus of the overseas sterling area with Continental
Europe settled in sterling, and partly as the counter-
part of capital transfers from the United Kingdom,
which had the effect of increasing the sterling balances
held by banks in the recipient countries.

Alongside this rise in the sterling balances of the
overseas sterling area, which offset most of the over-
all increase in the United Kingdom’s gold and dollar
reserves, there was a striking increase 1n the hard-
currency assets of other overseas areas. All told,
their dollar balances rose by some $700 mullion during
the year, and at the same time they obtained some
$400 mullion in gold from the United States—a total
improvement of $1.1 billion apart from such additions
to their gold holdings as may have come from domestic
production or other sources. It is thus clear that the
trade and payments develdpments of the past year have
strengthened the foreign exchange position of the
primary producing countries overseas far more than
that of European countries.

3 The figure of $900 million refers only to the rise in British
balances 1in the United States plus gold purchased from the
United States, as reflected in the American balance-of-payments
estimates (see Table XXXI 1n Appendix A). The total rise in
the gold and dollar reserves held by the United Kingdom was,
however, some $1.6 billion 1n 1950, the difference representing
gold received directly from South Africa or elsewhere and
increases 1n holdings of Canadian dollars, as further discussed
n Chapter 4.

THE OVERSEAS PRIMARY PRODUCING COUNTRIES

be true even if there should be a slowing-down or
cessation of armaments programmes and stock-piling,
although the effects in this event, while no less dis-
turbing to orderly economic activity, would be rather
the opposite to those in prospect. Among the external



influences affecting the prospects of Europe, two are
of sufficiently critical importance to warrant further
discussion. One of these, considered in the present
section, is the large additional rise already in sight
in the incomes of the primary producing countries.
The other, discussed in section 4 below, 1s the further
expansion of United States demand under the inflation-
ary impact of heavy armaments expenditure.

The Prospective Rise in Export Proceeds

The decline in the current account deficit of the
overseas primary producing areas with Europe and
the United States to neghgible proportions in 1950
reflected only the initial and partial consequences of
the shift in world prices on the payments position
of these countries. As shown in section 1, the rise 1n
world market prices was extremely rapid in the
second half of the year, and by the end of the year
the structure of relative prices had moved far in
favour of primary producing countries compared
with the average unit values of their trade for the year
as a whole, which are reflected 1n their balance of
payments for 1950.

The time taken for open market prices to be
registered in the recorded value of trade varies from
commodity to commodity, but an examination ! of
the price movements of 19 major commodities
(covering about 75 per cent of the exports of the
primary producing countries to Europe and the United
States) during the course of 1950 suggests that the
primary producing countries would receive $3 to
$4 billion more for their exports of these commodities
if the same quantities were traded on the basis of
the market prices ruling in December. This gives
an 1ndication of the munimum increase in receipts
from exports to Europe and the Umited States which
these countries could expect if the December structure
of world prices were to rule through the whole year
1951 ; it 1s not likely that quantities exported will,
on balance, be less than in 1950, or that there will
be a net decrease in receipts from exports of commo-
dities excluded from the estimate. An increase of
$3 to $4 billion would represent a nise of 20 to 25
per cent over 1950 in the value of total merchandise
exports to Europe and North America, but this cannot
be taken as a forecast of the increase which may
actually be expected in 1951 : some prices will fall

1 See Appendix B.

(some have already weakened), some will rise still
further, and some, so far stable, will begin to rise.
Of the lower figure in the range, about $750 million
is represented by rubber, whose price might well fall
substantially ;2 on the other hand, if prices of foodstuffs
begin to climb, as the analysis below suggests 1s
likely, the fall in rubber prices could easily be offset.

Not all of this potential increase 1n export earnings
would accrue, of course, to the primary producing
countries, since a part would be remitted to Europe
and the United States 1n the form of profits on foreign
investments, particularly in rubber and the extractive
mdustries. Increased freights will also have to be
paid to European and American merchant shipping.
Despite these uncertainties and qualifications, how-
ever, it seems safe to assume, on the basis of present
prospects, that there will be an increase of several
billlon dollars in the foreign exchange receipts
effectively at the disposal of the primary producing
countries. Such an increase in receipts would represent
a significant shift in the distribution of world income.
The proportionate loss to Europe and the Umted
States would be small, probably less than 1 per cent
of the total national income of the area. The pro-
portionate gain to the primary producing areas would,
on the other hand, be much greater —possibly of the
order of 5 per cent*—owing to their much lower level
of per capita and total income ; the gain would,
however, vary greatly from country to country.

An increase 1n income of this magnitude could make
a welcome contribution to the development of the
primary producing countries. A large number of
these countries are * under-developed ” 1n the sense
that their stocks of industrial, agricultural and social
capital, the productivity of their agriculture and
ndustry, and their level of real income per capita,
are extremely low. The successful development of
such countries 1s of particular importance to Europe.
The United States and the Soviet Union are great
continental nations occupying many parallels of
latitude ; their need for primary commodities from
the outside world and their potential gains from the
international division of labour are in general impor-
tant, but nevertheless marginal to therr welfare.
Europe, on the other hand, following her post-war

2 Since this was written, the London price has fallen, and
was 1n the middle of May 1951 about 20 per cent below the
average December level.

3 Thus estimate excludes the increase in China and the Soviet
Union.
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tendency to greater autarky, cannot drive that process
much farther without loss of real income. In the
process of economic development abroad, Europe
will experience some disturbances from the com-
petition of new secondary industries in the primary
producing countries (although this effect is often
exaggerated), but it can gain from the increased
productivity of primary industries which ought to
follow the improvements in techmque and social
organization essential to successful development. On
balance, the trend of the terms of trade might continue
to be unfavourable to Europe even in the absence of
extraordinary forces now affecting the structure of
prices, but the adverse movement would be mimmized
if development abroad proceeded at a steady pace
with a regular increase in productivity. The danger
in the present situation is that the sudden rise in the
incomes of primary producers brought about by the
increase in raw material prices will be dissipated in
local profit inflation while productivity remains stag-
nant, as has tended to be the history in many countries
since 1938.

The Experience since 1938

During and after the war, these countries generally
reduced their economic and political dependence
on Europe and accumulated large reserves of gold,
dollars and sterling. For a number of well-known
reasons, however, they have been unable to take full
advantage of this improvement ; some of the balances
are blocked, some are required as permanent liquid
reserves, and all are substantially depreciated 1n
purchasing power. In addition, internal difficulties
in many of the countries concerned and shortages
in the first post-war years of particular types of
manufactured equipment required, especially from
soft-currency sources, have prevented their making
the best use of their increased foreign exchange
resources.

The drawings on their accumulated reserves, to-
gether with other substantial sources of financing, have
nevertheless enabled the primary producing countries
to cover relatively large deficits on current account and
thus to import a greater volume of goods than they
would have been able to pay for out of their current

export proceeds alone. Table 6 shows that overseas
countries, in their transactions with Europe and North
America, reduced their holdings of gold and of sterling
and dollar balances by $4 billion during the three-year
period 1947 to 1949, and received still larger sums
through private capital investment and Government
grants and credits. At the same time, the purchasing
power of their exports increased in terms of imports
of manufactures and has in general been considerably
more favourable since the war than 1t was in the
immediate pre-war period.

For these reasons, the primary producing countries
taken as a group have been able to pay for a greatly
increased volume of imports since the war. During
the past few years, their imports of what may be
termed “ developmental commodities ”--that 1s, steel
and other metals and manufactures, machinery and
transportation equipment—have been more than
twice as great as in 1938.! These over-all results
present, however, an unduly favourable impression
of the present position of most of the primary pro-
ducing countries, and particularly of those areas
which may be properly considered as under-developed.
Both the financial resources employed and the
increased imports obtained from Europe and North
America have been, in the nature of things, very
unequally distributed. At least half the net private
capital invested 1n other arcas by Europe and the
United States during the past few years has been
concentrated 1n the increase of petroleum production
capacity of American and British companies tn
northern Latin America and the Middle East. Another
large part represented the movements of private
capital from the United Kingdom to South Africa
and Australia, motivated partly by more attractive
earning prospects and lower rates of taxation, but
partly also by exchange speculation and by general
political uncertainties. Thus, only a small part of
total private investment since the war has contributed
to the development of backward countries. The
greater part of Government grants and credits has
also tended to be concentrated 1n a few main countries
on the basis of special political relationships or urgent
relief problems.

1 See last year’s SURVEY, Table 75, p 131.
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Table 6

GOODS AND SERVICES BALANCE OF THE PRIMARY PRODUCING COUNTRIES ¢
WITH EUROPE AND NORTH AMERICA, AND MEANS OF FINANCING

Billions of current dollars

Ttem 1947 1948 1949 1950
A Goods and services
Exports. . 111 142 13.0 149
Imports 13.5 142 144 131
Balance on trade account —-24 — —-14 +1.8
Income on nvestments (net) -1.0 —-12 —-11 -13
Other services (net) —-0.4 -05 -0.1 +03
Balance on services account . —14 —-17 —-12 -10
Balance on goods and services —-338 -17 26 +08
B Donations and capital movements
Private donations (net) . . +40.2 +0.3 +02 +0.2
Private capital (net) +20 +0.7 +10 +05
Government grants and credits and special financing (net) +0.8 +0.7 +21 +11
Financing by international stitutions — +01 +0.1 +01
Total donations and capital movements +30 +1.8 +3.4 +19
C. Monetary reserves and other foreign exchange balances (net)
Monetary gold +1.3 +11 +0.1 +02
Dollar balances +02 -02 — -0.7
Sterling balances +06 +02 +05 —-0.9
Total monctary reserves and other foreign exchange
balances +21 +11 +06 -14
D. Errors and omissions —1.3 —-1.2 —14 -13

Sources sce Appendix B

a For purposes of these cstimates, the term * primary producing countries ” 1s used to designate all countries outside Europe, the U S SR, the United State®

and Canada

A truer perspective of the situation in primary
producing countries is provided by Table 7, which
shows that, despite the substantial rise in total imports
of developmental goods since the war, such imports
remained pitifully low in relation to population,
except in those countries which were already well
advanced in their development. While Australia and
New Zealand 1mported about $90 worth of develop-
mental commodities per capita from Europe and the
United States 1n 1950 and South Africa as much as
$28, India, Burma, Pakistan and Indonesia imported
amounts which 1n no case exceeded $2 per capita.
Other countries fall between these extremes. In Latin
America, Argentina and Cuba are placed rather
favourably, whereas Brazil and Peru come much
lower on the list.

It is thus clear that, in vast areas of the world,
imports of capital equipment and other developmental
goods have been far lower than would be necessary
to permut a real start towards economic development,
and 1t also seems that the means of financing have
been somewhat haphazardly distributed and by no
means in line with the relative needs of the more
backward areas. In the light of this situation and
the rapidly improving economic position of Europe,
plans were being formulated throughout 1950 for
more systematic assistance to the most needy areas.
It now appears that these plans may be cut short by
nising world political tension and the rearmament
requirements of the potential supplers of credit and
capital goods. It also appears that the increase
already registered in the foreign exchange receipts of
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the primary producing countries and the still greater
increase in prospect may contribute relatively little to
the solution of their basic problems.

Uneven Distribution of Increased Earmings

In principle, an increase in the income of primary
producing countries providing resources for more
rapid development 1s 1n every way destrable. In the
present situation it is., however, highly uncertain how
great a contribution to economuc development the
prospective shift in world income will make. This
uncertainty arises for two main reasons : first, the
forturtous shift in income brought about by the
abrupt change 1n the terms of trade will be most
unevenly distributed amongst different countries ;
second, the pressure of rearmament and domestic
demand, combined with the limits on supply lhkely
to arise from raw material shortages, makes it most un-
likely that manufactured goods and other supplies will
be obtainable 1in Europe and North America 1n suffi-
cient quantity for the transfer of income to be matched
by an equivalent transfer of goods and services.

The wide vanation in the increasc in cxport carnings
of different primary producing countries 1s caused
in part by the varying importance of exports of
primary produce in their econonues, but chiefly by
the great variation in the extent to which the prices
of different primary products have increased If all
prices were to remain at their December 1950 level,
out of the resulting total increase of $3 to $4 billion
estimated above, about 70 per cent would accrue to
the growers of rubber, wool and cotton. Countries
which export none or very little of these commodities
would have to share between them only $1 billion,
more or less, of the total increase, although they
possess the largest proportion of the total population.
It 1s not possible to distribute with accuracy the total
$3 or $4 billion amongst individual countries according
to the commodity composition of their exports, but
some indication of the prospective relative position of
a number of individual countries is given at the top
of the next column.

The estimates are of course only very rough, owing
to the simplifying assumptions on which they are
based, but they indicate clearly enough the great
differences in the prospects of individual countries.
Apart from the wide variation as such, it appears
that, judged by the level of their present imports,

Estimated Percentage Increase in Total Export Proceeds of
Selected Primary Producing Countries if December 1950
Structure of World Prices becomes effective throughout 1951

Malaya 80-100 Belgian Congo
10-20

Egypt French Indo-China
Ind
ndonesia g 40-60 Chile : 0-10
Uruguay India
Austraha
Brazil
Ceylon
Nigeria 20-40
Pakistan g
Peru
South Africa

Note -~ Countrics are selected d to the lability of
data and are arranged i alphabeucal order within groups — The specific

assumptions are that unit values of cocoa, tea, ol and fats, sugar, coffee,
copper, lead, cotton, wool, hides and skins, rubber, tin and non-ferrous
ores and concentrates increase from average 1950 to average 1951 by the same
amount as the increase in world market prices for these commodities between
May and Dccember 1950 , unit values and prices of unspecified commodities
arc assumed the same in average 1951 as 1n average 1950 Quantitics arc
n all cases assumed the same as i 1950

countries shown in Table 7 to be 1n greatest need
would tend to be those who would benefit least.

Scarcity of Developmental Goods

It seems most unlikely that there will be a substantial
increase in the total volume of exports of develop-
mental commodities from Europe and the United
States. Of the two principal suppliers, the United
States, as shown in section 4 below, seems likely to
reduce 1ts exports of this type of product, while the
United Kingdom has definitely indicated that the
exports of 1ts steel and engineering industries, the
most 1mportant products, will also be lower, on
balance, 1n 1951 than in 1950.! It may of coursc be
possible for other European countries with smaller
rearmament programmes and, 1in some cases such as
Italy, with 1dle engineering capacity, to take advantage
of the buoyant demand overseas and the restricted
export capacity of the United Kingdom and the United
States 1n order to establish their engineering exports
in these markets. In particular, western Germany
will have the opportunity to make further substantial
gains. However, the percentage distribution of the
trade, as shown below, implies that the Continental
European countries are unlikely to be able to increase
their exports enough to affect the total volume signi-
ficantly.

1 See Economic Survey for 1951, Cmd. 8195, His Majesty's
Stationery Office, April 1951, paras 43 and 73.
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Shares of Different Countries in Total Exports of Metals and

Manufactures, Machinery, Passenger Cars and Transportation

Equipment from Western Europe and the United States, to the
Rest of the World, excluding the USSR a

1949 1950
Exporting Country ( Percentages)
United States . 49 39 g
75
United Kingdom 31 g 80 36
Germany . 1 4
Italy . . 2 2 2
France 8 s 16 108 19
Belgium 5 3
Other western Europe _4 . 6
100 100

a Based on volume figures valued at 1949 pre-devaluation prices

If, for example, the volume of exports of develop-
mental commodities from the United States and the
United Kingdom declined in total by 10 per cent,
it would require a very considerable percentage
mncrease 1n the value of these exports from the other
western European countries merely to maintain the
1950 total volume, let alone to increase 1t significantly.

Thus, for Europe, there are prospects of a moderate
shift in the inter-country distribution of export
production.  For the under-developed countries
taken as a whole, 1t seems lkely that, just at a time
when they have financial resources of their own
available, they will not be able to spend them on the
goods which, 1n the long run, they need most for their
welfare. In addition, there may be a tendency, as
occurred 1n the war, for such of the new financial
resources as can be appropriated for development to
be misdirected—new plants may be built merely
because a particular type of equipment remains
available, while more important projects are deferred
and existing plants are inadequately maintained.

Supplies of Consumers’ Goods

There may be better prospects for an increase in
the supplies of manufactured consumers’ goods.
Section 4 below suggests that inflationary pressure 1n
the United States is likely to lead to a reduction from
that source, but the United Kingdom is planning a
substantial increase,! and in Europe generally rearma-
ment will bear less directly on this class of export
than on developmental goods. Even here, however,
export production may be limited by shortages of raw
materials, especially textile fibres, the prospects of
which are discussed in detail in Chapter 3.

“—‘—SeeAEconom:c Survey for 1951, Cmd 8195, His Majesty’s
Stationery Office, April 1951, paras. 101-103,

Increased imports of consumers’ goods would help
to reduce inflation in the primary producing coun-
tries and enable local Governments to devote internal
resources, especially labour, to many important
forms of development which do not require large
quantities of imported equipment, with less inflation
than would otherwise be the case and less need
for difficult fiscal measures. In many of the under-
developed countries the need for roads, bridges, dams
and 1rrigation and land clearance schemes and the need
to acquire new techniques of economic organization
1s greater than, although obviously complementary
to, the need for imported equipment.

The Rising Danger of Inflation

It scems most unlikely, however, that therc will be
an increase in 1mports of manufactured consumers’
goods which would come near to being sufficient to
offset that part of the increased incomes—generated
by the increase 1n export receipts of the primary
producing countries—which would normally be ear-
marked for consumption, unless prices of manufactures
rise very much more rapidly than now seems likely.
No doubt a proportion of the additional incomes
will be saved by individuals and Governments, and,
in addition, Governments 1n some instances are
introducing special measures to block the increase
in domestic purchasing power. The most effective
of these, in primary producing countries, appears to
be the imposition of export taxes, which are relatively
easy to admumister and which sterilize inflationary
income at the precise point where 1t is generated.
European countries which control or influence fiscal
policy in dependent overseas territories are in a
position to encourage this form of anti-inflationary
measure, but experience shows that they may
encounter a strong political opposition from producing
interests, especially 1n cases where much of the
industry 1s owned 1n the metropolitan territory, so
that its leaders are able to exert pressure on both
sides of the globe simultaneously. The recent British
experience with regard to rubber duties in Malaya
provides an interesting 1llustration of these difficulties.
Although the new rate of tax appears high and has
provoked considerable opposition, 1t will almost cer-
tainly be insufficient to prevent substantial inflation in
the territories concerned.

In spite of these measures, there 1s likely to remain
a large volume of new current demand which, owing
to the limits on available supplies from Europe and
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the United States, can be spent only inside the primary
producing area as a whole or within the particular
countries whose export prices have risen most
violently.! Owing to the inelastic supply of consumers’
goods in these countries, such additional demand 1s
likely to lead to open inflation and rising prices.

Inflation of this type in the primary producing
countries will generalize and enhance the pressure of
inflation 1n the world as a whole : it will affect all
primary producing countries, including those that
benefit least from increased export prices. Thus, in
some countries, the over-all terms of trade (as against
their terms of trade with Europe and North America)
might, on balance, deteriorate. After allowing for
some increase 1n the prices of manufactured goods,
it appears that India, for example, is 1n this danger.
Open 1nflation 1n primary producing countries yields
regressive changes 1n the distribution of income,
deterioration of political and social morale, and an
atmosphere generally 1nimical to successful economic
development. The increased incomes will be unevenly
distributed not only between countries, but also
between classes. In the present situation the major
share will accrue to Australian wool growers, Malayan
and Indonesian rubber growers (both estate companies
and smallholders) and Singapore merchants, while
the rising cost of living will reduce the real income
of wage earners 1n manufacturing industries, salary
earners and others who do not benefit from the
export boom in the countries concerned. Long-run
consequences may be equally serious. It must be
‘expected that, sooner or later, some of the present
extraordinary demands will come to an end ; if this
should happen suddenly and without adcquate safe-
guards to ensure the maintenance of demand in
general, there would doubtless be a drop in the prices
of many key raw materials, yielding another disturbing
and arbitrary re-distribution of world income.

In addition, the primary producing countrics are
the area through which the main forces of external
inflation are transmutted to Europe. In primary
producing countries with a low standard of hving,
a high proportion of additional outlay is normally
spent on food, particularly if supplies of imported
manufactures are scarce. This implies a probability
that world food prices, which have so far increased

1 In Malaya, for example, the production of tin and rubber,
practically all of which 1s exported, generates by far the largest
part of the national income : a weighted average of the prices
of these two commodities rose by 100 per cent between May
and December 1950.

less than those of raw materials, will rise in 1951,
and possibly also that the supplies of food available
to Europe will be limited by increased demand in
the producing countries. Thus, on the one side, the
pressure on Europe will come through increasing
prices and on the other side through rising demands
on 1ts export industries.

The central cause of the problem 1s the volatility
of prices of primary products—due to their short-run
melasticity of supply. For this reason, prices could
not have failed to react violently to the uninhibited
release on to the primary markets of increased ctvilian
demands concurrently with abnormal demands for
military purposes. The present inflation 1n primary
producing countries could have been avoided only if
Governments 1n Europe and North America had
taken steps to restrain civihan consumption of
strategic raw materials at the same time as they began
to increase their demands for strategic purposes.
Such measures would have been unpopular politically,
but at least would have limuted the extreme deprecia-
tion in the value of money with which citizens of many
countries are now faced.

The inflationary situation has already developed to
such an extent that counter-measures taken now are
likely to prove too late. Governments are restricting
civilian consumption of scarce materials, but it 1s
unlikely that these restrictions will yield any substan-
tial decline in the general level of primary prices ;
and the analysis above has shown that further inflation
seems inevitable even if raw material prices do not
rise above their current levels.

Schemes for international allocation of raw materials
may, however, show some beneficial results. Such
schemes are difficult to operate, owing to the divergent
nterests they have to serve, and their mere existence
tends to maintain an atmosphere of scarcity and high
prices. But, in principle, international allocation does
imply a reduction of inflation through hmtation of
money 1incomes below the level to which they would
otherwise rise. Co-operation of primary producers
could hardly be expected unless the schemes were
accompanied by long-term policies to ensure stability
n prices and income and by some measures to ensure
the supply of manufactured goods from Europe and
North America. Itis also clear that certain countries in
the greatest need and yet not benefiting from increased
export returns will continue to need special assistance
if programmes for orderly economic development
are not to be indefinitely delayed.
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4. Tue EcoNoMiC OUTLOOK IN THE UNITED STATES

The course of events during the past few years
has afforded striking evidence of the important
influence exercised on the rest of the world by economic
developments and policies in the United States. In
retrospect, it is clear that the weakening of inter-
national commodity markets in 1949 and the attendant
fears of troublesome surpluses and excess capacity
were not a normal expression of long-run economic
forces, but grew largely out of the temporary industrial
recession and heavy inventory hquidation 1n the
United States at that time. It 1s also now clear that
these events, together with the speculative exchange
operations which they helped to create, contributed
strongly to the development of the dollar crisis of
1949. Simularly, the spectacular rise in world produc-
tion and trade in 1950 and the equally spectacular
change in Europe’s dollar balance and the deteriora-
tion in 1ts overseas terms of trade may be ascribed 1n
large measure to the renewed economic expansion 1n
the United States, and the acceleration of its stock-
piling operations.

Up to a point, an internal economic expansion 1n
the United States obviously has beneficial effects on
the rest of the world. Indeed, as emphasized 1n past
SURVEYS, a sustained and vigorous growth of American
production, income and demand could be considered
as a necessary pre-requisite for the restoration of a
workable balance in the pattern of world trade.
By 1949, 1t had become apparent that American aid
to Europe—as distinguished from the more basic and
long-term problem of financing economic develop-
ment overseas—had already fulfilled the urgent post-
war need for relief and reconstruction. Its continuation
at that time appeared necessary, not so much for
the addition 1t made to total European resources
available for investment and consumption, but rather
to bridge the margin between the volume of goods
which, with the existing structure of production and
levels of income and prices, the rest of the world
desired to obtain from the United States and that
which the United States imported from other coun-
tries. The most effective way of closing the gap was
clearly through the maintenance of a high and
rising level of economic activity 1n the United States,
together with the creation of trading conditions more
conducive to the stimulation of American 1mport
demand. Before the outbreak of open hostilities n
Korea, however, it could scarcely have been foreseen

that the change in the economic climate in the United
States would reach a point where 1t gave rise to new
economic maladjustments and tensions no less serious
than those which were being overcome.

Inflation

The rise in world raw material prices in the second
half of 1950, largely induced by increased consumption
and Government stock-piling in the United States,
was accompanied by increasing signs of a cost-price
inflation 1n the United States itself. Thus, average
hourly earnings of workers in American industries,
which were constant in the course of 1949 and increased
at a steady quarterly rate of 114 per cent during the
first three quarters of 1950, rose by 3 per cent—or
double the previous rate --1n the last quarter. Simularly,
consumer prices, which showed a steady or shghtly
falling trend untl the nuddle of 1950, rose at the
quarterly rate of 214 per cent in the second half of
the year. However, the rise in prices in the United
States over this period was the result of the pressure
of high employment and of speculative buying and
nventory accumulation by traders and manufacturers?®
following the events in Korea, rather than of increased
mulitary expenditure itself, which did not become a
significant factor until the last quarter of the year.
During the calendar year 1951, mulitary expenditure
will probably amount to about $32 billion, at 1950
prices, compared with about $13 billion 1n the calendar
year 1950 and, of course, will accelerate during the
year.2 This figure does not include a contemplated

1 Aggregate business inventories increased at an annual rate
of $9 billion in the last quarter of 1950, compared with about
$2 billion 1n the first and second quarters.

2 The development of actual expenditure on the mufitary
services, as agaimnst budget appropriations, may be estimated
as follows (billions of dollars, annual rates, at approximately
1950 prices) .

Calendar years

1950 1951
13.0 320
Quarters
it v I 11 I 1v I 11
1950 1950 1951 1951 1951 1951 1952 1952
1.6 157 227 304 362 383 406 424

The above data are derived from The Economic and Political
Hazards of an Inflationary Defence Economy, Appendix C,
Table 1, page 55, matenial prepared for the Joint Committee
on the Economic Report, 82nd Congress, Ist session, Wash-
ington, February 1951. The Commuttce based its estimates on
an analysis of the recent trend of appropriations and expen-
ditures, the Draft Federal Budget and the planned rate of
increase of manpower in the armed forces.
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increase of $4 to $5 billion under the foreign military
aid programme, which, for present purposes, may
best be considered as part of United States defence
outlay. Nor does 1t include the increase of about
$2 billion in expenditure on atomic energy and the
promotion of defence production.!

The President, in his Annual Economic Report
presented to Congress in January 1951, expressed
the hope that the considerable increase of about
7 per cent which had been achicved in real national
product in 1950 will be repeated in 1951. At the
average prices ruling in 1950, this would add some
$20 billion to the gross national product of the
United States and would thus appear less than suffi-
cient to cover the increase in expenditure. The
mcrease 1 production will, however, evitably be
accompanied by a rise in employment, hours worked,
and rates of pay, as well as by advances in farm and
business incomes, with the result that consumers’
expenditure and private investment is bound to be
higher than in 1950. Unless counter-measures are
effectively applied, the increase in total demand for
goods and services in the public and private sectors
is therefore bound to exceed the increase in supply.

According to a survey made shortly after the
beginning of the year,? business expenditure on plant
and equipment was planned to be at a level about 30
per cent higher in 1951 than actual outlay in 1950, the
greater part of the increase being in manufacturing,
transportation, public utilities and mining. There
may also be some increase in investment in other
sectors of the economy, particularly 1n agriculture,
although the shortage of materials and Government
restrictions will tend to hold down construction of
dwellings and other less essential private construction.
Allowance must also be made for the change in the
volume of business inventories, which, 1n 1950,
increased by over $4 billion. Taking account of all
these factors, and allowing for some decline in the
rate of inventory accumulation, the net increase in
private investment, measured at average 1950 prices,
could scarcely be put at less than $5 billion.?

The prospective increase in consumer spending is
more hazardous to estimate. This is partly due to

1 Op. cit., Table 2, page 58.

* See Planl and Fquipment Expenditure, Securities and
E Wi , 27 March 1951,

3 Total private domestic mvestment i 1950 was estimated
at 849;1 billion. Survey of Current Business, March 1951,
page 5-1.

the uncertain factor of private saving, which fell
after Korea as a result of the accelerated buying of
durable goods and, for this reason, might now tend
to show a corresponding tise. However, on the
basis of the assumed movement in the volume of
national income, the increase in consumer expenditure
in 1951, before taking account of tax increases or
other measures that might be employed to restrict
consumption, could not be put at less than $10 billion,
again measured at 1950 prices.

On this reckoming, therefore, there would be a
prospective total increase 1n public and private
expenditure of about $40 billion 1n 1951, or $20
billion more than the expected increase 1n the gross
national product at constant prices. This difference
is the potential “ inflationary gap ” which will inevit-
ably necessitate either a curtailment of real consump-
tion or a further dechine 1n the net balance of external
payments, or a combination of both. Since 1t 1s most
unlikely that a gap of this magnitude could be closed
wholly or mainly through a fall in exports or a rise
in 1mports, it appears inevitable that real consumption
must fall below the level which would otherwise be
associated with the contemplated rise n national
output.

It thus appears that, if there were no further changes
in the balance of payments, there would have to be a
fall in real consumption of about $10 billion compared
with 1950, in place of a rnise of $10 billion which
would normally have occurred. In 1itself, such a
reduction would not represent a severe burden, 1n
view of the relatively high living standards of the
United States, and would still leave consumption
per capita at least as high as 1n any year before 1949.
The problem is rather the way in which the reduction
1s to be made effective 1n face of buoyant consumer
demand and the strong competing interests 1n play.
Broadly speaking, there are three methods : one 1s the
orthodox but always politically unpalatable method
of reducing personal incomes by increasing the rate
of direct taxation. Another 1s that of permitting
the wage and prices spiral to run 1ts course until
prices outdistance wages enough to enforce the
inevitable reduction in real consumption. Finally,
there is the possibility of reducing consumption
through rationing and other restrictions on the volume
of goods and services available for purchasing ;
unless these restrictions are effective over the whole
field of consumption, this method succeeds only to
the extent that, when consumers are unable to buy



— 2% —

the goods they prefer, they save part of the frustrated
expenditure rather than divert it entirely to outlets
which remain free from restriction.

Some increase in United States prices is bound to
take place merely as a result of the pressure of high
employment on wage rates and thus on production
costs. This process has already got under way, and,
taking account of increases so far, the minimum rise
over the 1950 average for the whole range of goods and
services which make up the national product could
easily be of the order of 10 per cent.! But it is impos-
sible to say how high prices and money wages would
actually rise if the gap between monetary demand and
goods available were to be closed exclusively by letting
inflation work 1tself out in the required increase in
prices over earnings. The increase mught be consi-
derable if wage rates become 1ncreasingly tied to
the consumer price-index, since the impact of the
reduction in consumption must then be concentrated
on unorganized labour, Government employees and
other groups with fixed incomes or low bargaining
power.

To combat an inflationary development of this
nature, the Administration proposed to Congress on
2 April tax increases, retroactive to 1 January 1951,
sufficient to yield $10 billion in a full fiscal year. Of
the $10 billion, that part falling directly or indirectly
on personal incomes—and hence of chief interest 1n
closing the inflationary gap—is about $7 billion.2
Hence, even if the requisite tax increases were fully
and speedily adopted, there would still appear to
remain a potential 1nflationary excess of money
demand in 1951 amounting, on the present estimates,
to about $13 billion, which would tend to be expressed
in further price increases or to be transmitted to other
countries through changes in the balance of payments.

Prospective Changes in the Foreign Balance

The structure of the United States foreign trade is
such that much of this inflationary demand may, n
fact, be passed on to other countries. About 60 per
cent of United States imports conststs of industrial
materials and semi-manufactures, the demand for
which, in times of boom, 1s price-inelastic but is not

1 Many finished goods have risen more than this already,
but various of the prices paid by consumers for services—such
as public utity rates and rents—are much stickier.

* The remaining $3 billion was to come from higher cor-
porate taxes and, as it would probably fall chiefly on corporate
savings, is of less sign.ficance as an anti-inflationary weapon.

likely to be enhanced further by the excess of monetary
demand. But about one-fifth of United States imports
consists of manufactured goods and foodstuffs, and
some part of the excess demand will probably go to
increase imports of thesc goods. On the export side,
55 per cent 1s made up of machinery and other finished
manufactures, most of which, in each individual case,
represent only a very small proportion of total home
production and consumption. These exports are
therefore very sensitive to any inflationary pressure
at home. At the other extreme 1s the 20 per cent of
total exports which consists of crude materials (of
which half is represented by cotton), where 1n nearly all
cases a substantial proportion of total production 1s
exported.® However, in view of their large share in the
total, the influence of the manufactured goods which
are sensitive to 1nflation 1s likely to be predominant
in determuning total exports. Some idea of the poten-
tialities of the situation may be gained from the fact
that the total value of exports of manufactured con-
sumers’ goods reported in 1950 represents less than
one-fifth of the sum estimated above to be the poten-
tial inflationary excess of monetary demand 1n 1951.
These exports could almost be wiped out altogether,
an event which would alone reduce the United States
balance of payments by $2 billion.

Recent trends in the foreign trade of the United
States support the conclusion that inflation in the
United States 1s likely to react strongly on the foreign
balance. The summary half-yearly data presented
in Table 8 show the progressive character of the reduc-
tion in the United States current account surplus
over the past two years. By the second half of 1950,
the over-all surplus had virtually disappeared if, as 1s
desirable for purposes of the present analysis, transfers
of almost $450 muilion under the Mutual Defense
Assistance Program are excluded from exports.® In

3 For example, 1n 1950, Umited States exports of automobiules,
parts and accessories (valued at f o b. wholesale prices) repre-
sented about 5 to 6 per cent of domestic consumer expenditure
on the same commodities (valued at delivered retail prices) ;
whereas about a third and a quarter of the total crops of cotton
and tobacco respectively are normally produced for export.

¢ The amount of aid effectively transferred under the Mutual
Defense Assistance Program was $446 million 1n the second half
of the year, compared with $7t mullion in the first half. These
transfers consist mainly of military items and some related
materials and equipment and can best be considered as part of
‘United States Government defence outlays (as indicated 1n the
preceding discussion of the inflation problem) and would
therefore need to be excluded from the trade and current
account balance. Full information 1s not given on the geographic
distribution of this aid, but 1t appears that about 85 per cent
was for the account of western European signatories of the
North Atlantic Treaty.



Table 8

UNITED STATES BALANCE OF PAYMENTS ON CURRENT ACCOUNT
Millions of current dollars

1949 1950
Ttem First Second First Second
half half half half
With European countries
Exports 2,562 1,884 1,743 1,852
Imports 644 529 606 889
Services (net) - 27 — 80 —198 —193
Private donations —192 —193 —158 —154
Balance on current account 1,699 1,082 781 616
With Non-European countries
Exports 4,341 3,550 3,309 3,775
Imports 3,077 2,894 3,349 4,443
Services (net) 642 513 616 592
Private donations - 73 — 57 — 64 — 63
Balance on current account 1,833 1,112 512 —139
With all countries
Balance on current account 3,532 2,194 1,293 477
Same, adjusted to exclude M D A P. @ shipments 3,532 2,194 1,222 31

Sources Denved from Survev of Current Business, United States
Department of Commerce, June 1950, and from data for 1950 furnished
directly by the Balance of Payments Division, Unmited States Department
of Commerce

transactions with non-European countries, the balance
had, 1n fact, become passive as the rise in imports
outstripped exports. Even with Europe, the surplus
had become relatively small if direct military shipments
are excluded. This tendency towards a United States
deficit on current account appears likely to be rein-
forced under present conditions, particularly in trans-
actions with non-European countries.

In trade with the primary producing areas, United
States imports can be expected to rise in volume and
still more 1n total value. Given the projected increase
in Umted States production, additional imports of
raw materials will be required and will be limited,
not by demand, but by the amount of supplies available
overseas and by such agreements as may be made for
ternational allocation. It is still more certain that
the average cost of United States imports will be very
much higher than 1n 1950, as prices were rising in
the course of the year, and even by December the
recorded value of imports was far from reflecting the
full extent of the price increases since Korea. Even if
the increase in the total volume of United States
imports from non-European sources should prove to
be moderate, it 1s not unreasonable to expect that

@ Mutual Defense Assistance Program  These shipments amounted to
$71 mullion during the first, and to $446 mullion durning the second half
of 1950

the total value in 1951 mught be as much as $2 billion
greater than in 1950, when account is taken of the
delayed impact of price increases. This estimate is
in hine with the analysis already made of the pro-
spective rise in export receipts of the primary producing
countries. On the other hand, 1t 1s obviously unlikely
that the increased import demands of those countries
will be satisfied. Apart from the effects of excess
demand within the United States already discussed,
there will also be the direct effects of the priorties
assigned to defence production and the severe cuts
imposed on the production of civilian-type goods.
Thus, the volume of United States exports may well
decline rather than increase, although the effect of
this on the total value would tend to be offset, at
least to some extent, by the gradual rise in the prices
of Umted States manufactures.

There may also be some offsetting change in
service transactions, particularly through increased
United States earnings from foreign investments, but
the net result seems likely to be a large deficit 1n
its total current account balance with the primary
producing countries.



The same forces which have produced a sharp
deterioration in the United States terms of trade with
primary producing countries will tend to improve its
terms of trade with Europe and thus work in the
direction of a renewed increase in the current account
surplus with that area. In addition, a large part of
United States exports to Europe is drawn from the
group of commodities (crude materials) exports of
which are less sensitive to inflation, as discussed
above. In respect of quantities of goods exchanged,
the major items in United States exports to Europe
are unlikely to be seriously affected by supply shor-
tages. This should be true of tobacco, for example,
and cotton exports should also increase if the larger
crop target 1s achieved. In addition, coal exports
from the United States, which have been negligible
since mid-1949, may alone amount to as much as
$200 or $300 million (including freight earned by
American vessels). In brief, United States exports
to Europe may be expected to average somewhat
more in price and may also increase in total volume.!
It is, on the other hand, vain to try to anticipate the
course of European exports to the United States and
their effect on the current account balance. The
present state of demand is clearly such as to provide
opportunities for the sale of European products of a
type and magnitude which seemed wholly implausible
a short time ago. The contract for the delivery of over
$50 million worth of French industrial alcohol for the
production of synthetic rubber in the United States is
an 1lluminating example of the kind of development
which may occur. On the other hand, European coun-
tries will themselves be confronted with shortages of
industrial materials and with strongly competing

1 This 1s again exclustve of MDAP shipments, which alone
may be expected to total several billions of dollars, but are left
out of the trade and balance-of-payments analysis for reasons
already explamned.

demands at home and in other export markets for
their manufacture. The net result for the trade and
current account balance with the United States thus
depends largely on the speed and scope of rearmament
programmes in Europe and on the relative strength
of inflationary forces affecting demand not only in
Europe and the United States, but also in Europe’s
other overseas markets.

Despite this great uncertainty regarding the level
of its imports from Europe, the conclusion seems
warranted that strong forces are now operating to
shift the United States current account balance with
the world as a whole to a sizeable deficit. Such a
shift would, in itself, add in some measure to the
inflationary forces already at work in other countries,
while helping to close the inflationary gap in the
United States. But if these induced effects on the
balance of payments, together with positive measures
taken in the United States to combat inflation, should
still leave a significant margin between money demand
and the volume of goods available in that country,
the consequent additional rise in United States 1n-
ternal prices, coupled with the effects of the degree of
cost inflation which may be regarded as inevitable,
would further strengthen the powerful inflationary
forces already at work 1in Europe and 1n the rest of
the world. High prices for United States exports,
even though matched by still higher prices for United
States imports, must transmit themselves into the
general price level of other countries, partly through a
tendency for the prices of many commodities to follow
automatically the corresponding quotation in the United
States, partly through the impact of United States
export prices on wage levels, and partly through the
inflationary effects of high profits in other countries’
export industries. For Europe, these consequences
would be felt both directly and in a roundabout way
through trade with the primary producing countries.

5. EuroreaN EcoNomic PROSPECTs

The discussion so far has been more about global
economic developments and the outlook for the near
future 1n overseas countries than about Europe 1itself.
For countries as closely integrated into world trade
and as dependent on overseas imports as most Euro-
pean countries are, events in the outside world are
always relevant and, in times of great economic change,
indispensable to a consideration of the European
economuc scene. This is not to suggest, however, that

Europe’s economic destinies are mainly determined
from the outside nor that the behaviour and policies
of European countries are themselves of only munor
influence on the course of world economuc develop-
ments. The inter-play of internal and external eco-
nomuc forces clearly emerges in the following chapters
reviewing European economic activity during the
past year and the problems now facing European
countries.
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At the beginning of this chapter, it was suggested
that a substantial increase in world raw material
production would be required to maintain world
industrial production at its 1950 level. A more
detailed examination of the past and potential future
growth of industrial production in Europe leads to
the conclusion that, were it not for these shortages,
European industrial output could probably rise by
another 13 per cent in 1951, although the increase
would be rather differently distributed geographically
from that which occurred in 1950. In fact, the increase
1s likely to be substantially smaller, particularly when
account 1s taken of disturbances arising out of the
shift 1n production to military goods. The problem
1s only partly one of imported materials, although
supplies of a number of the most important commo-
dities will feel the impact of the greatly increased
American demand : European consumption of raw
cotton and wool can scarcely rise above 1950 levels,
rayon output will probably be reduced as one of the
many industrial repercussions of the sulpbur shortage,
and non-ferrous metals, despite some rise in world
supplies available for current use, will doubtless
continue to hold back output in European metals and
engineering industries. The most basic and direct
hnutations on European production are, however,
in the two major industrial materials produced in
Europe 1tself, coal and steel, where the failure of
European countries to solve their production and
distribution  problems now becomes disturbingly
evident. Even with the aid of renewed imports from
the United States, coal supplies for current European
consumption 1n 1951 will probably be no more than
5 per cent greater than in 1950, and the shortage of
coke and other steel-making materials may keep steel
output from rising appreciably above the level already
achieved at the end of 1950—that is, about 10 per
cent above the average for the year.

The growth that may be expected in 1951 in total
European production—including agricultural produc-
tion and services, which ordinarily rise more slowly
than industrial output—is unlikely to be much
greater than the increase in the claims upon it from
two sources : the deterioration in the terms of trade
with overseas countries because of the great rise in
raw material prices and the increase in Government
demand for defence programmes. Even in the absence
of other disturbances, these changes would threaten
the maintenance of monetary stability, already pre-
carious in many countries, because of the problem

of adjusting the level and distribution of disposable
income to the new developments on the side of supply.
The problem of monetary stability is, however,
greatly aggravated by the fact that the price structure
has been unhinged, and the distribution of income
seriously disturbed, by the steep rise in import prices.
Rising export prices also add fuel to internal inflation,
even where the whole benefit accrues as undistributed
profits in the export industries. The different inflation-
ary forces are present in varymng proportions and
degrees 1n different European countries and corre-
spondingly the immediate problems for economic
policy are different. In some countries, like the United
Kingdom and Sweden, the main problem 1s in the
field of wage policy. In others, for instance France, the
maintenance of budgetary equilibrium is paramount,
and in others still, such as the Netherlands and Norway,
the problem of inflation presents itself primanly in
the form of balance-of-payments difficulties. Eastern
European countries, although largely insulated from
the external inflationary forces now affecting western
Europe, are faced with difficulties in maintaining
balance between total supply of and demand for
consumers’ goods.

The discussion of the problem of inflation in the
concluding chapter of this SUuRVEY does not invite
optimism concerning the present trend of events.
Though the heightened international tension and the
prospects of increased military outlays are at the root
of the price disturbances already experienced, the
impact of increased spending on armaments in Europe
itself has hardly begun to be felt. In addition to the
inflationary effects of expanded Government demand,
the internal cost and price levels of European countries
are bound to continue the rise already started n
response to higher import prices, if existing exchange
rates are maintained ; the adaptation of domestic
prices and wages to the increases 1n costs of imports
already recorded 1s still far from complete. If European
wages and internal prices, and hence export prices,
were allowed to continue to rise, a new equlibrium
might in time be reached between prices of raw
materials and manufactures 1n world trade. But this
method of adjustment, involving as it does a deprecia-
tion in the internal value of national currencies, has
all the evils of inflation—the most important of which
are widespread unintended and inequitable changes
in the distribution of real wealth and income and the
further weakening of public confidence 1n the value
of money.
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An examination of the past experience and inflation-
ary situation in various countries suggests that some
of them should be able to hold in check the infla-
tionary pressure of demand resulting from the ex-
pansion of armaments programmes, but that no
country will find it easy, by domestic measures alone,
to mitigate the rise in prices and the unintended
changes in the distribution of income flowing from
an externally induced cost-inflation without running
the risk of further stimulating aggregate demand.
Price controls and subsidies may hold down the rise
mn the cost of lving, but unless the excess pur-
chasing power thus set free is mopped up by
taxes paid out of incomes as distinct from capital, a

state of suppressed inflation is likely to result from
their adoption.

A more direct way of preventing high prices abroad
from exercising a further inflationary influence on
European countries would be through an appreciation
of their currencies. By this means, the cost of imports
in terms of domestic currencies would be lowered and
the rise in export prices restrained. At the same time,
the resulting improvement in the terms of trade of
European countries should serve to strengthen rather
than to weaken their balances of payments at a time
when supplies not only of raw materials but also of
manufactures are short in relation to demand.



Chapter 2
THE EXPANSION OF PRODUCTION

1. INTRODUCTION

The total production of commodities in Europe
(excluding the Soviet Union), which had reached
approximately the pre-war level in 1949, rose by
about 9 per cent in 1950.! As in the previous four
years, the lion’s share of the increase in output was
concentrated in the field of industry. Industrial
production-—already 9 per cent above the immediate
pre-war level in 1949 —increased by a further 14 per
cent and, in the last quarter of the year, was running
at a rate which, even after rough adjustment for the
normal seasonal peak, was more than one-quarter
higher than 1 1938.

As in 1949, a large part of the total European
increase—1n 1950 nearly two-fifths—was due to the
belated but recently rapid recovery of German
industrial output. Nevertheless, even if Germany i1s
excluded as a special case, an increase of 10 per cent
is shown for the rest of Europe. This rate of growth,
though less than was achieved in the immediate wake
of the war, was greater than in the previous year :
in countries where production had been stagnating
or even falling, notably France, 1t picked up agan
in the second half of the year.

Industrial Production in Europe, excluding Germany
(corresponding quarter of the previous year = /00)

1947 1948 1949 1950

First quarter 116a 121 a 110 109
Second quarter 117 112 109 108
Third quarter 112 109 107 110
Fourth quarter . 112 111 107 111
Year . . 114 113 108 110

© Bauces Tor that unrit and for the Brat quasies of 1948 TRTADIY of the

As between countries, increases in production were
very unevenly spread : the eastern countries continued
to industrialize their economies at a fast rate ; the
United Kingdom and the other countries of north-
western Europe (excluding Germany) somewhat
improved on the steady rate of growth achieved in

1This 1s of necessity only a rough estimate which takes
account of known changes 1n industrial and agricultural produc-

the earlier post-war years ; the southern and western
continental countries, which were already lagging
behind the others, lost further ground.

Contributions of Different Areas to Total Industrial Production
in Europe, excluding Germany

Percentage Percentage share
share of total increase
n total over the previous year
production A

1950 1948 1949 1950
Northern and north-western
countries 50 45 40 45
Southern and western continental
countries ¥ 35 33 30 26
Eastern countrics ¢ 15 22 30 29
Europe, excluding Germany 1000 100 100 100

a Denmark, Finland, Ircland, the Netherlands, Norway, Sweden and the
United Kingdom

b Austria, Belgium, France, Greece, Italy, Luxembourg, Portugal, the Saar,
Spain and Turkey

¢ Bulgana, Czechoslovakia, Hungary, Poland and Rumama

As between industries, the progress made was less
unevenly distributed, and the figures in Table 10
provide evidence of substantial advances 1n all
branches. In addition, the dispersion of the rates of
increase of particular important industries about the
average seems to have been reduced in each of the
last two years ; 1n 1950, for the first ime since the
war, the increase in the index for engineering was
less than that in the general average.

Indices of Production in the Industries
of Sixteen European Countries o

1948 1949 1950 1950

(1947 (1948 1949 (1938

=100) = 100) =100) =100)

Engineering 121 118 112 139
Chemicals 126 114 116 152
Crude steel 129 115 109 118
Coal b . 109 108 103 97
Electric power 113 108 113 173
Building materials 123 110 111 120
Textiles 115 113 113 110
Total industry 117 114 112 128

a Austria, Belgium, Czcchoslovakia, Denmark, Finland, France, western
Germany, Greece, Hungary, Ireland, ltaly, the Nelherlnnds, Norway,
Poland, Sweden and the United Kingdom The industrial production of

tion and building and makes some all ce for the rela
decline in the importance of the output of the handicraft trades.

these was, 1n 1950, about 85 per cent of the total for Europe,
b Hard coal equivalent.
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Table 9

INDUSTRIAL PRODUCTION
(Index numbers based on 1938 and 1948)

Percentage | 1938 = 100 1948 = 100
Country s?:tl:lai: ' 1949 1950
1950 | 1947 1948 1949 1950 b | —p g o T Fourth | Fust  Second Thrd  Fourth
quarter quarter quarter quarter quarter quarter quarter quarter
Austria . . . . 1.6 56¢ 89¢c 120c 142¢ 113 133 139 149 149 155 157 171
Belgium 2.8 106 114 116 120 106 104 95 102 103 103 101 117
Bulgana 0.5 145 175 227 280 . .. .. . . .. . ..
Czechoslovakia 38 93¢ 110c¢ 127¢  147¢ 109 120 119 114 124 138 140 132
Denmark 1.6 123 135 142 155 104 108 100 115 113 122 110 125
Finland 06 17 133 142 145 106 108 100 115 113 115 97 110
France . . . .. 113 92 108 118 121 112 17 101 112 109 112 102 121
Saar. . . . ... 03 49 67 83 88 122 122 125 130 130 120 132 148
Germany
western zones . 154 33 50 75 96 139 146 148 162 164 178 194 220
West Berlin . 0.5 31 28 19 28 66 60 60 80 81 9% 103 134
Soviet Zone . 5.8 47 60 7 91 .. . . . . .
Greece . - 0.6 69 75 89 112 107 115 121 130 127 140 158 172
Hungary. . . . 1.6 75 107 153 207 . o .. .. ..
Ireland 0.5 122 134 143 161 100 107 105 117 114 123 119 124
Italy . .. ... 58 86 91 96 109 101 108 105 112 114 121 116 129
Luxembourg . . . 0.2 109 145 138 146 113 104 88 80 92 97 102 1
Netherlands 2.8 95 113 127 139 107 111 109 122 117 121 125 135
Norway . . 10 115 128 140 151 113 112 95 115 122 121 103 125
Poland . . . .. 44 1044 1434 1754 213d 109 17 124 137 149 156 164 170
Portugal . . . . . 04 112 118 109 115 9% 89 89 100 88 92 106 101
Rumania 1.1 55 83 117 160 .. .. . o .. .. ..
Spamn . . . . 33 127 127¢ 130e 144« 95 104 98 109 110 116 113 113
Sweden . . . . . 3.7 141 150 157 165 106 108 95 110 110 114 99 118
Turkey . . 0.7 151 156 161 159 95 11 105 108 101 105 102
United Kingdom 29.7 115 128 137 150 107 107 102 113 117 116 111 125
Total of
countries hsted .| 100.0 82 96 109 124 110 114 109 119 121 125 123 137
United States . . . . . . . 210 216 198 225 96 91 9% 91 94 101 109 113

Sources see Appendix B,

Note — The indices 1n general cover manufacturing, muning and gas,
water and electricity supply, but not building In some instances, however,
the index numbers do not cover the food, woodworking, clothing and printing
industries The quarterly indices may cover less than the annual indices

Some of the quarterly data are based on national monthly indices which
are adjusted for variations in the number of working days per month, and
some on unadjusted indices

In all cases the link between 1938 and the post-war period has been made
on the bass of pre-war weights In a number of cases, however, the calculation

Between 1938 and 1950, however, total industrial
output in the sixteen countries covered by the figures
above rose by over one-fourth, engineering output
by well over one-third. Moreover, in each of the
post-war years the countries showing the biggest
proportionate increase in total industrial output were
also the countries whose engineering output rose by
more than the national average for all industries ;

of annual and quarterly indices for the post-war years 1s on the basts of post

war weights, See Appendix B.

a The figures in this column were obtained by applying the volume indices
shown for 1950 (1938 = 100) to 1938 weights which are proportional to
net output The figures thus calculated take no account, therefore, of shifts
1n relative prices since 1938.

b Provisional

€ 1937 = 100

d Current

e 1940 = 100

d with 1938 prod in pre-war area

the countries which made the smallest progress were
those whose engineering industries experienced a
slump. The acceleration of the rate of growth in
European production in the second half, and particu-
larly in the last quarter of 1950, largely reflected the
resumption of demand for French and Belgian
engineering products.
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Table 10

SUMMARY INDICATORS OF ECONOMIC ACTIVITY IN EUROPE

Index numbers based on 1938 and 1949

Including Germany gﬂ:ﬁﬁg %x:rl;c::f
I 1938 = 100 1949 = 100
fom 1950
1947 1948 1949 1950 Fourth 1950 1950
quarter
Total industrial production 82 96 109 124 132 114 110
Engineering . . 85 102 119 133 147 112 107
Chemicals . . PR . 93 116 132 152 163 116 114
Texties . . . ... e 75 87 98 110 119 113 110
Building materials . . . R 84 102 11 124 132 112 110
Energy
Coal . R R - 80 87 94 96 99 103 102
Lignite . C. . 94 103 113 120 129 106 105
O1l consumption . . C. 114 134 145 168 . 116 116
Electric power 122 137 148 166 173 113 113
Total energy consumption C. 92 100 105 112 106 106
Basic metals
Iron ore Lo 58 78 90 91 101 101 99
Pig-ron N 63 87 100 106 116 107 101
Crude steel . .o .. 70 91 106 116 124 110 104
Fimshed steel 73 91 105 117 128 110 105
Chemicals
Soda ash . R 81 98 101 119 117 112
Sulphuric acid 9 96 107 116 109 105
Calcium carbide RN 63 84 102 114 112 105
Caustic soda . . 70 132 152 172 113 105
Fertilizers a . 114 123 140 114 111
Building materials
Cement. . . 73 93 110 127 132 115 112
Building bricks . . . . 58 65 73 82 112 109
Engineering products
Merchant ships . . Lo A 7 88 96 113 130 118 111
Motor vehicles :
Passenger cars . . . 51 67 102 145 163 143 132
Commercial vehicles 128 157 194 235 257 121 116
Agricultural tractors Lo 408 427 605 142 125
Textile products
Cotton yarn . e 76 84 97 106 113 109 107
Wool yarn . . . 92 105 115 127 132 109 105
Rayon . . P 85 107 140 172 191 123 123
Sawn softwood
Production . e 94% 1025 1005 98 97
Consumption . . . A 87% 985 91 101
Wood-pulp
Production . . .. .. ..... 77 84 95 114 112
Consumption . . . ... .... 7 89 102 115 114
Sources The figures have been derived from other tables in this chapter ali d; and potassic
and 1in Appendix A. The country coverage of the series 18 that of the individual b 1934-1938 = 100

tables from which they have been taken The data relate to production
unless otherwise indicated.
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The chemical industries continued to expand at a
rate well above the average in all European countries.
Their output, which largely consists of industrial
materials and fertilizers, was 1n 1950 half as much
again as 1n 1938. The output of other basic materials,
however, continued to lag behind manufacturing
output ; for example, coal production rose in 1950 by
only 3 per cent, and the production of iron ore
by only 1 per cent. In the case of sawn softwood
and wood-pulp, small rises 1n output occurred, but
these still left European production and consumption
well below pre-war levels.

Outside the industrial sector, progress was slow
and uneven. Handicrafts continued to decline in
those countries (eastern Europe and Germany) where
they had been important. Building activity, in the
few countries for which indices are available, rose
slightly, but in western Germany and the United
Kingdom was still below the 1938 level. Progress in
agriculture was mainly 1n the output of ammal pro-
ducts ; grain harvests were more or less unchanged
in size and output. In 1950, the output of bread
grains was about 3 per cent below the average of the
years 1934-38 and livestock numbers were back to
about the 1934-38 levels. All in all, 1n spite of a
quadrupling of the stock of tractors since 1938 and
a substantial increase in the supply of artificial fertil-
izers, the recovery of agriculture during the last five

years seems to have been little faster than that achieved
in the quinquennium after the First World War.

A similar comparison between rates of industrial
recovery shows very different results. As a result of
the increased rate of industrialization achieved in
eastern Europe and the maintenance of a steady, and
high, level of demand in some of the older industrial-
ized countries, Europe has been able to achieve 1n
five years an expansion of industrial output for which
ten years were needed in the twenties. Even so, the
expansion has been held in check by two factors—by
the continuance of instability of demand in a few
countries and by a lack of synchronization between
the rates of expansion of secondary industry, on the
one hand, and of the agrcultural and extractive
industries on the other. In the remainder of this
chapter and Chapter 3, these two factors are treated
separately. Section 2 of this chapter compares the
strength and stability of demand between different
groups of countries ; sectton 3 and Chapter 3 discuss
the progress of the various European industries. But
it should be stressed that the two factors are connec-
ted ; 1f agricultural output could be raised, and the
quantity of food thus increased, 1t would be easier
for countries where industrial production 1s lagging
to adopt an expansionist policy without fears that
an 1ncrease 1n effective demand would lead to
inflation.

2. THE EXPANSION OF PRODUCTION IN DIFFERENT COUNTRIES

Northern and North-western Countries

In the countries of northern and north-western
Europe, the rates of increase in industrial production
since the war have been of the same order of magni-
tude. They have, moreover, been relatively constant

Industrial Production in Northern and North-western Europe

Fourth
quarter
1948 1949 1950 1950 1950
(Fourth  (Highest
1947 (1948 (1949 quarter  of years
= 100) = 100) = 100) 1949 1937-39
100) 100)
Denmark 110 105 109 109 146
Finland . 114 107 102 95 145
Ireland 110 107 113 102 152
Netherlands . 119 112 110 111 125
Norway . 111 109 108 109 141
Sweden 106 105 105 107 151
United Kingdom . 111 107 109 111 140a

a1937 = 100

from year to year. Even in the fourth quarter of
1950, when demand in the world as a whole was
substantially higher than at any other time, the rate
of increase of their output did not change appreciably.!
This suggests, and the unemployment figurcs confirm,
that there were, and had for several years been, no
appreciable untapped reserves of manpower.

The post-war rise in industrial employment which
accompanied the rise in production in these countries
has thus been due to a rise 1n the proportion of the
total working population engaged in industry rather
than to absorption of large numbers of unemployed.
In the United Kingdom the increase in the number
of persons employed in industry between June 1948
and December 1950 actually exceeded the increase 1n
the total civilian labour force ; 10 per cent of the
increment went to the service trades and public admin-

1 Finland 1s an exception to this, as to other generalizations :

Finnish output, however, was kept down i 1950 by widespread
strikes rather than by lack of demand.
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Table 11

EMPLOYMENT IN INDUSTRY
Index numbers based on 1938 and 1948

Percentage 1938 = 100 1948 = 100
share
Countr 1949 1950
Y :)nr ;3:;3 1947 1948 1949 19509 |~ g Thwd  Fourth | Fust  Second  Third  Fourth
qQuarter  quarter quarter quarter quarter quarter quarter quarter a
Austna 22 1215 13956 1546 1636 105 109 112 115 115 116 118 121
Belgium 30 1175 1206 1156 1128 98 96 96 95 93 94 94 96
Czechoslovakia 5.1 985 1045 1086 117°% 104 103 104 107 .. .. .
Denmark ¢ 1.3 134 141 145 156 98 102 102 105 107 113 108 116
Finland . 0.7 125 129 129 126 100 101 98 101 103 105 83 105
France 13.7 106 109 111 112 102 102 102 102 102 102 102 103
Germany :
western zones 17.3 89 100 108 114 108 108 108 110 109 11t 118 119
West Berlin 06 61 59 51 46 98 89 78 78 73 74 80 85
Soviet Zone 7.2 98 99 98 .. .. .. .. .. . .
Hungary L5 106 111 123 140 . . . .. ..
Ircland 0.7 118 122 125 102 103 103 104 105 106 107
Ttaly 7.5 105 105 104 98 99 100 97 96 97 99
Netherlands 30 129 145 152 159 104 104 105 106 107 108 110 112
Norway . 12 132 143 149 153 103 104 104 105 106 106 107 108
Poland 6.1 1294 1454 1624 187d 105 109 114 119 122 127 132 .
Sweden 25 130 132 133 134 101 101 100 101 102 102 100 102
Switzerland 23 148 151 142 138 97 95 93 92 91 90 91 94
United Kingdom 24.1 108 113 115 117 101 101 102 103 103 104 104 105
Total of
countries listed 100.0 103 109 112 116 102 103 103 104 104 105 107 108

Sources and methods see Appendix B

NoTe — In general, the indices cover wage and salary carners 1in manu-
o meranecs ndecs Bavd o Rambers of wade caraers only bave ecn
linked with indices of wage and salary earners
istration, employment in building decreased shghtly,
and there was a fall in the number of agricultural
workers (though not 1n the output of agricultural
produce). In the Scandinavian countries over the
same period, the numbers employed in agriculture
declined and the increase 1n the size of the service
trades (apart from shipping in Norway) was, both
absolutely and propoitionately, less than the increase
in industrial and building employment. In the Nether-
lands, none of the natural increase in the working
population went into agriculture and only one-tenth
mto the service trades and public administration.

In all these countries the attractive power of manu-
facturing industry in a period of stable and ligh
demand has proved strong enough to reverse the
pre-war trend towards an increase in the relative size
of so-called tertiary industries such as the distributive
trades. It has also, it must be added, been strong
enough in the United Kingdom to cause a chronic
scarcity of coal miners which, until it is corrected,

a Provisional
b 1937 = 100
€ Quarterly index numbers for 1950 are based on man-hours worked.
d Current with 1938 in pre-war area

will continue to be a lurking danger to the stability
of industrial production not only in the Umted
Kingdom, but 1n other countries. The number of
wage-earners in British coal munes fell at a steady
rate of 3 per cent per annum from the beginning of
1949 unul the late autumn of 1950.

Of the rise in industrial output in 1950 in this group
of countries, one-quarter was due to an increasc in
employment, three-quarters to increased productivity.
The magmtude of the rise in productivity seems to
have taken Governments by surprise. Thus, the
Government of the United Kingdom, taking the view
that the improvements 1n efficiency 1n previous years
were largely due to the elimination of bottlenecks
and other once-and-for-all factors, forecast for 1950
a rise of 214 per cent in total output per man-year ;!
the increase actually achieved was of the order of

1See Economuc Survey for 1950, para. 69, Cmd 7915,
His Majesty’s Stationery Office
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5 per cent ! and exceeded that of the previous year,
which was itself considerably above the rate regarded
as a normal average of boom and slump years before
the war. The precise reasons for this accelerated
progress remain mysterious ; only in a few cases is
it possible to trace a direct connection between a
particular investment scheme and a particular sub-
sequent rise 1n productivity. But it is likely that one
reason 1s the existence cf full employment itself,:
when labour has become scarce, managements have
every incentive to exercise ingenuity in economizing
in its use.

The pressure of the demand for labour in countries
with full employment has undoubtedly, by dimmnishing
workers’ fear of redundancy and reducing incentives
to hard work, tended to raise the costs of production
of particular industries. But 1n some instances this
has merely meant that private cost has been brought
nearer to social cost. Thus, it used to be traditional
in most countries for building work to be concentrated
1n the summer ; the corollary of this was that the
surplus workers of the summer became a charge on
the community in the winter. In the United Kingdom,
competition for labour has now made building
employers reluctant to discharge workers; the
continued employment of the marginal workers has
depressed output per man-hour below what it might
otherwise have been, but, by encouraging builders
to space out their work more evenly, has enabled
the building industry to accomplish a given output
with a smaller total labour force than 1t would other-
wise have needed. In countries where the general
pressure of demand is less strong (for example,
Austria, Belgium, western Germany, Italy and even
Denmark) building unemployment is still as violent
as ever 1n 1ts seasonal swings.

Southern and Western Continental Europe

This second group of countries is less homogeneous
than the group discussed above, and no generaliza-
tion will cover all its members.

In Austria, considerable 1ndustrialization took
place during the war years, and even in 1947, when
industrial output was not much above half the 1937
level, the number of persons employed in industry
was one-fifth higher than in 1937. The capacity and
manpower available were thus sufficient to permt
a substantial increase over pre-Anschluss levels in

1 This corresponds to a figure of about 7Y, per cent for
industrial output

Industrial Production in Southern and Western Continental
Europe (excluding Germany)
Fourth
quarter

1948 1949 1950 1950 1950
(Fourth  (Highest

(1947 (1948 (1949 quarter  of years
=100) =100) = 100) 1949  1937-39
=100) =100

Austria . . . . 159 135 118 115 142a
Spam . . . . .. 100 102 114 110 1445
Turkey . 103 103 99 96 159 ¢
Belgium . 108 102 103 115 97
France . 117 109 103 108 112
Greece . . 109 119 126 132 104
Italy . 106 105 114 115 98
Luxembourg 133 95 106 139 101
Portugal. . . . 105 93 106 115 115 ¢
Saar . . P 137 124 106 114 88 ¢
a 1937 = 100
b 1940 -» 100 , production in that year was sull abnormally low

¢ 1938 = 100

the output of “civilian” goods once the immediate
post-war dislocations had been overcome, should the
demand be there. The 1937 level of output was, in
fact, not reached again until towards the end of 1948;
between then and the last quarter of 1950, output
increased by another 50 per cent and, in the case of
engineering products, was, by the end of the year,
running at about double the 1937 rate. Agricultural
output, on the other hand, was in the crop-year
1949/50 about 20 per cent below the level of the middle
’thirties. Even 1n the case of industry there still
remains considerable room for further expansion,
without investment 1n new capacity : average output
per head in 1950, though 12 per cent higher than in
the previous year, was not yet back to the pre-war
level. Moreover, Austria has an appreciable reserve
of unused manpower. The increase during the last
two years in industrial employment seems to have
been less than the fall in the numbers of workers
employed 1n the building industry and the previously
over-full service trades, and the number of unemployed
at the end of 1950 was actually 50,000, or 40 per cent,
greater than 1t had been a year earlier.

Turkey 1s another country where industrialization
proceeded apace during the war. Since then, progress
has slowed down appreciably and, in the first half
of 1950, demand weakened sufficiently to cause an
actual fall in industrial production. Agricultural
output has in the past four years fluctuated about a
level some few per cent above that of the average
from 1934 to 1938.
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Of conditions in Spain little is known. There has
been considerable expansion of electric generating
capacity over the past decade, but Spain still remains
one of the least electrified countries of western Europe.
The textile industries seem to have expanded by
about 50 per cent during the war years , after a fall in
their output in 1949 there was a recovery 1n 1950.
The output of superphosphate fertilizers, of which
Spain is an important producer, was in 1950 still
well below the pre-war level. More important, the
net output of agriculture has, in the past four years,
never risen above 93 per cent of the 1934-1938
average.

The other countries of the group resemble one
another in certain obvious respects. In each there
has been little or no growth of industrial output, on
balance, between the late ’thirties and 1950 ; 1n the
case of Belgium, there has even been a retrogression,
and, 1f the comparison were between 1929 and 1950,
the same would be true of France. Nor has agri-
cultural output shown any increase ; in Portugal
since the war 1t has hovered around the levels of the
’thirties, in France and Italy the 1934-1938 level was
reached only 1n the last two crop-years ; in Greece
even the 1950 output— the highest since the war—
was 10 to 15 per cent below the 1934-1938 level.

Moreover, although all these countries have made
considerable industrial progress since the low levels
current at the end of the war, this progress has been
achieved only in fits and starts ; what has been
gained in one year has sometimes been almost, and
occasionally quite, lost 1n the next. Thus, the initial
post-war recovery of Italian production came to an
early end in mid-1947,' when about 15 per cent of the
non-agricultural labour force was still unemployed.
There followed a period of relative stagnation. Not
until 1950 did industrial production start to rise
again at all generally. Over the whole period, excess
industrial capacity in Italy has remained considerable ;
official estimates put the increase in engineering capa-
city between 1938 and 1950 at 20 per cent : engineering
production has at no time since the war been less
than 13 per cent below the 1938 output of civihan
goods and armaments. Italian output of rayon yarn
and staple fibre was 1n 1950 still less than it had
been in 1938 ; whereas Italy had contributed a quarter
of total European output before the war, by 1950
its share had fallen to onc-eighth.

1 See Chart 8.

In France, Belgium and Luxembourg, the post-war
recovery was less short-winded. ! Its speed slackened
in Belgium from mid-1947 onwards, and 1n France 1t
was nterrupted by strikes from time to time, but it
was not until 1949 that the curve of production
flattencd out 1n France and actually turned down-
wards in Belgium and Luxembourg. This halting
of progress coincided with the United States recession ;
the subsequent revival of United States demand,
however, brought no sympathetic recovery of Belgian
and French production, and 1t was not until the
fourth quarter of 1950 that industrial output again
turned upwards 1n these countries. During the first
three quarters of the year there was an actual
contraction of activity compared with the same
period of 1949.

This contraction was not common to all industries.
In France, the output of textiles expanded and the
volume of exports of wool cloth increased, the newer
petrol-refining and rubber industries grew rapidly,
paper production increased, the amount of electric
power generated increased (thanks to a plentiful rain
supply), and there was some recovery in the output
of building materials. In Belgium, too, most con-
sumers’ goods industries—and notably the textile,
paper and glass industries—increased their output ;
Belgian exports of these products expanded as western
Germany entered world markets as a buyer again ;
moreover, the Benelux Agreement and the removal
of discrimination against Belgian goods by some
countries - for example Australia—opened up new
markets for Belgian output.

In both France and Belgium, as also in Switzerland
and Italy, depression was concentrated 1n the capital
goods industries. In Italy, the output of motor vehicles
increased by more than 50 per cent or rather more than
the European average ; the output of diesel engines,
machine tools, textile machinery and tractors, however,
was lower than in 1949, the output of electric motors
and railway rolling-stock —already falling in 1949—
continued to decline, and the shipbuilding industry
was operating well below capacity. In Belgium, the
output of engineering products, which had amounted
to 402,000 tons 2 a quarter in the first half of 1949,
averaged only 333,000 tons 1n the first three quarters
of 1950. In France, engineering output was over
10 per cent below the previous year’s level until the
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last quarter of the year. As a result, the monthly
consumption of steel in France fell from 560,000 tons
in the first half of 1949 to 410,000 tons in 1950 ;
this, in turn, depressed activity in the Belgian and
Luxembourg steel industries and led to a reduction
in French coal output.

Even after the dramatic change in the tempo of
activity that followed Government decisions to
increase defence expenditure, the French and Belgian
engineering industries took some time to recover,
and 1n the fourth quarter of 1950 their rate of output
was still below that reached two years before. Because
productivity had risen in the meantime, total industrial
employment was, at the end of 1950, actually lower
than it had been in 1947. Only in the early months
of 1951 did the boom really get under way.

The fluctuations 1n 1industrial activity in these
five countries, although resembling one another in
type, have differed appreciably in amplitude and
timing, and cannot be traced to a single exogenous
factor working on all three economies. In the case
of Belgium, fluctuations in production have been
primanly due to uncompensated fluctuations in
foreign demand. In the case of France and Italy,
hesitancies of domestic demand not offset, and some-
times induced, by Government policies have been
more 1mportant. Thus, the setback to Italian pro-
duction 1 the second half of 1947 had its origin in
an endeavour by managements to reduce work 1n
progress ; this in turn was directly traceable to the
adoption of a restrictive credit policy by the Italian
Government. Only when the Government, in 1950,
adopted a policy of subsidizing house-construction
on a bigger scale than hitherto did the curve of
industrial production start to rise again. The fall
in France’s production 1n the first half of 1950 was
caused by a sharp decline 1n fixed investment almost
wholly attributable to a reduction of the credits to
the nationalized industries. The simultaneous reduc-
tion, for purely financial reasons, of these industries’
stocks of coal both contributed to a weakening of
demand and made the subsequent recovery more
laborious than 1t need have been. The Governments
of all these countries have, from time to time, been
inhibited by an easily comprehensible fear of inflation
from allowing or encouraging investment 1n plant,
machinery and stocks to reach a level at which excess
capacity in the metal-using industries would be
eliminated.

Western Germany

Western Germany, which in 1938 produced 20 per
cent of Europe’s industrial output and in 1947 only
8 per cent, provided 15 per cent in 1950 and 17 per
cent in the last quarter of the year.

The recovery from the trough of 1947 has been
by no means evenly spread over time. In 1948, as
a result of the impact effect of the monetary reform,
the pace was dramatically fast ; in 1949 there was
some slowing-down, so that at the beginning of 1950
industrial production was running at a rate only
one-seventh higher than a year earlier and was still
18 per cent below the 1938 level ; by the end of 1950,
production had risen by onc-third and seems, after
rough correction for seasonal variations, to have
been just above the 1938 annual rate. Both building
activity and agricultural output still remamn well
below the immediate pre-war levels.

Both the flattening of the curve of industrial produc-
tion in 1949 and 1ts rencwed acceleration in 1950
were mainly the reflection of changes in the rate of
growth of the output of the heavy industries—steel,
engineering and chemicals. The output of textiles
has 1increased steadily over the whole period since
1947. The absolute increase in the output of the
engincering industries, on the other hand, during
1949 was only half what 1t had been in 1948, and in
1950 was more than twice as great as in 1949. The
same was true of the output of crude steel.

The acceleration of recovery in 1950 was accom-
panied by a rise in mnvestment in fixed capital by indus-
try. However, the greater part of the increased output
was for export : western German investment in
machine tools remained at about the 1949 level in
both halves of 1950, and investment in commercial
vehicles even declined somewhat 1n 1950, but produc-
tion for export was in both cases at about seven times
the 1949 rate in the second half of 1950. In other
cases—for example, tractors and motor cars—the
home market took an increased share of the output
in the second half of the year, but in the first six
months half of the increased output was exported.!
The following table demonstrates the importance of
this lively export demand 1n setting off the general
recovery.

1 For details, see Table 20.



Quarterly Increments of Western German Industrial Production
and Exports in 1950
(excess over previous quarter expressed m millions
of Deutschmark at prices of fourth quarter 1949)
First  Second Third  Fourth
quarter quarter quarter quarter
Industrial production 110 655 750 1,190
Industrial exports . 240 370 430 580

But by the sccond half of the year, a second stimulus
(and one resulting from a Government decision) was
already at work. The construction of new houses
began in the spring on a scalc more than sufficient
to outweigh the earlier decline in building repair work
and steadily expanded. In each quarter of 1950 the
number of man-hours spent on new housing was
about double that of the previous year. The index
of building activity as a whole was 1in 1950 about
15 per cent higher than in 1949 ; morcover, a given
amount of building employment generates, directly
or indirectly, more income 1if 1t is concentrated on
new work, which has a high ratio of gross to net
output, than if it 1s mainly 1n repair work.

Muillons of Man-hours spent on Construction of New Dwellings
in Western Germany &
First  Second  Third  Fourth
quarter quarter quarter quarter
1949 . . . 20 32 51 59
1950 . . . 40 72 100 90

a The figures cover all firms employing 20 or more workers and are adjusted
for changes 1n the scope of the statistics

Western Germany thus had considerable achieve-
ments to its credit at the end of 1950. Industrial
production had been tripled in three years, export
markets had been regained, industries formerly con-
centrated in eastern Germany had, since the practical
cessation of trade between the two halves of Germany,
been successfully bwlt up in the west—for example,
electrical engineering, optical instruments, book pub-
lishing.

But the ground lost in 1949, when unemployment
had been allowed to rise from three-quarters of a
million to one and a-half million, had not, in one
sense, been recovered. The number of persons
employed in industry, handicrafts and building rose
by about 600,000 during 1950, while the labour force
increased by 740,000.

Moreover, by the end of the year, certain weaknesses
in the foundations of recovery had become apparent.
As a result of a balancc-of-payments crisis, the likeh-
hood of restrictions on imports was growing ; as a
result of power cuts, short-time working was increas-
ing ; and, as a result of the shortage of coal, steel

and a number of chemicals were becoming scarce.
It is clear that this situation was bound to arise
sooner or later. In 1948, all branches of activity
were depressed to roughly the same extent. Since
then, the general index of industrial production has
doubled and engineering output nearly tripled ; the
production of hard coal has risen by only one-third.
Western Germany, even morc than other countries in
Europe, 1s suffering from a lack of synchronization
between the rates of expansion of the various sectors
of 1ts industry, which Government investment policy
has so far done nothing to correct. Untl the con-
ditions for an expansion of the output of coal have
been created, the expansion of western German output
is likely to be permanently hamstrung, and unemploy-
ment, excess capacity and low productivity are bound
to exist side by side.

Eastern Europe

The industrial production of eastern Europe as a
whole was, 1n 1950, 22 per cent greater than in 1949,
More than one-third of the extra output was produced
in eastern Germany, which, by the end of the year,
was just about back to 1ts pre-war rate of production

Industrial Production in Eastern Europe

1948 1949 1950 1950

(1947 (1948 (1949 (1938

=100) --100) - 100) =100)
Bulgaria . 121 130 123 280
Czechoslovakia 118 115 116 147a
Germany, Soviet Zone 126 120 126 91
Hungary . 143 142 135 207
Poland 137 122 122
Rumania 151 140 137 160
Yugoslavia 153 117 106 316

a 1937 = 100

In Yugoslavia, progress in 1950 was small - invest-
ment projects continued to be held up for lack of
the capital goods that 1t had been hoped, until 1948,
to obtain from the Conunform countries ; there was,
moreover, some tendency for industrial workers to
return to the countryside, where the food shortage
caused by a disastrous drought was less severe.

The rates of increase of production achieved by the
other countries were rather less widely dispersed about
a high average than n previous years, but still differed
appreciably from one another. The industrial com-
position of the increases also varied from country to
country. In Czechoslovakia, the increasc 1n the output
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of heavy industry (16 per cent) was greater than
that recorded for light industry (11 per cent); in
Poland it was less (19 per cent as compared with 27 per
cent) ; and in Hungary both types of industry increased
at about the same rate (35 per cent).

Part of the increase in the output of light industry
was, however, achieved at the expense of the formerly
important but recently rapidly dwindling handicraft
trades : thus in Poland, where the factory production
of clothing increased more than the output of textiles,
it is likely that there was a decline in bespoke tailoring
which is not directly reflected in the official records.

Within the heavy industries, the production of
engineering goods rose more 1 1950 than the output
of fuel and basic materials ;! in this respect eastern
and western Europe had simular experiences. Some
increase in the ratio of engineering output of basic
materials was to be expected, as the production of
goods 1nvolving a high degree of fabrication was
introduced 1nto relatively undeveloped economues, but
there 1s evidence that the output of the basic industries
fell behind more than was intended. There appears
to have been a shortage of solid fuels in all the eastern
countries ; 1n Bulgaria the drought caused a shortfall
of electnicity, 1n all eastern European countries there
were breakdowns to electricity generators as a result
of too tntensive use, and production of o1l everywhere
fell behind plan. In the case of commodities imported
from overseas, the difficulties which arose 1n the second
half of the year were of the same kind as those
experienced 1n western Europe ; the eastern European
countries, however, have a smaller margin for economy
1n their use as their imports had already been reduced
to a munimum. In the field of industrial materials,
the greatest gain in 1950 was probably the substantial
recovery of eastern German production of chemicals
and fertilizers ; this was important not only to eastern
Germany, but to its neighbours.

Until 1950, the general rate of expansion was so
great that substantial changes in the pattern of industry
could be made without actually reducing the output
of any particular sector of industry But in 1950 the
output of some consumers’ goods fell shightly in
Hungary and the production of the important Czecho-
slovak leather and rubber industries was lower than
1n 1949 ; it 1s not clear whether this last reduction was
due to shortages of materials or to reorganization of

! For details, sce Appendix A, Table XXV.

the industries. In both the rubber and the glass
industries of Czechoslovakia there was some switch of
production from consumers’ goods to intermediate
goods for use 1n industry.

Early in 1950, the long-term plans previously
published in the various countries were revised ; there
was a general shift of emphasis towards the heavy
industries. In particular, higher targets were set for
the coal-mining and heavy engineering industries of
Czechoslovakia.

The increase during 1950 in the number of persons
employed in the nationalized sectors of the eastern
economies may be estimated at about 14 mulhon,
of whom 700,000 went into industrial employment.
Over one-third of the increase represented the annual
increase 1n the population of working age ; a part
of the remainder represented merely a transfer of
workers from the private to the nationalized sectors
of the economy (particularly in the case of building
operatives and distributive workers) ; there 1s also
evidence that, as the result of changed social condi-
tions and improved opportunities of employment in
industry, the average number of earners per famuly
increased during the year. Except in Czechoslovakia
there has also been—as might be expected—a signifi-
cant movement of workers from agriculture. During
1950, shortages of labour, particularly of miners and
skilled cngineers, developed. In Hungary, restric-
tions on the movement of workers from the nattonal-
1zed to the private sector of the economy were
introduced and exceptional privileges were offered to
muners ; efforts were also made to induce workers
partly engaged 1n agriculture to sell therr holdings.

Increases in productivity were highest in the engin-
eering and chemical industries and 1n the light indus-
trics, where factory production took the place of
handicraft work. In addition, efforts have been made
to break down restrictive practices on the side of
labour, and there has been a general tendency to
introduce methods of wage payment that give greater
incentives to production than those previously in
vogue.

The Soviet Union

Industrial production 1n the Soviet Union increased
by 23 per cent 1n 1950 and reached a level 73 per cent
higher than in 1940 and 17 per cent higher than was
contemplated when the first post-war Five-ycar Plan
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Table 12

INDUSTRIAL PRODUCTION IN THE USS.R.

Quantities and index numbers

AcTuAL PRODUCTION IN PHYSICAL QUANTITIES

Commodity
Units 1937 1940 1948 1949
Energy
Coal and lignite Million tons 128 166 207 234
Crude petroleum Mullion tons 29 310 29.4 335
Electric power Bilion kWh 36 482 66 78
Metals and metal products
Pig-iron Miliion tons 145 150 14 16.6
Crude steel Million tons 177 183 186 233
Rolled steel products . Mlhon tons 13 [ KA S U 179
Copper Thousand tons 975 161 195 235
Engineering products
Equipment for tron and steel mills | Thousand tons 32a 28 95 120
Metal-working machine tools Thousands 36 50
Steam locomotives Number 1,581 917
Wagons Thousand 2-axle 59 47
Tractors Thousands St 31
Thousand 15-BHP 7 . . 150
Combine harvesters Thousands 13 14 29
Electric motors : up to 100 kW Thousands
over 100 kW | Thousands
Chemicals
Muneral fertilizers Thousand tons 2,608
Synthetic dyes . Thousand tons 35a
Soap. Thousand tons 495
Building materials
Cement Million tons 55 58 64 8.1
Window glass Thousand tons 60a 4.4 668 95
Timber and paper
Haulage of timber Million cubic metres | 111 119 134 154
Paper . . . .. Thousand tons 831 812 836 995
Light industry
Cotton fabrics . Million metres 3442 388 3,098 3,532
Woollen fabrics Million metres 105 120 136 162
Silk fabrics . . Million metres 58 69.5 §0 102
Leather shoes Million pairs 164 205 135 165
Food products
Butter . Thousand tons 185 207 285 303
Vegetable oils Thousand tons 495 .. . .
Sugar . . .. .., Mulhon tons 2421 2,150 1,663 2,045

1950

260
318
90

194

21.3

208
255

134

180
46

5,100

102
84.3

162
1,194

3,815
167
125
205

325

2,515

Planned
produc-
tion
1950

250
354
82

195

254

17.8
225

103
74
2,200

12
624

5,100
43
870

105
800

190
1,340

4,686
1594
141
240

275
880
2,400

ACTUAL PRODUCTION —

INDEX NUMBERS

1948
(1947

1949
(1948

1950
(1949

1950
(1940

= 100) = 100) = 100) = 100)

nmsa 113 1 157
md 14 13 122
16 118 116 187
122 1ny 17129
128 125 117 149
128 127 116 159
120 120 110 159
194 127 112 480
. 1y 112
153 11S ..
145 147 117
204 1SS 123 380
510 201 159 360
152 134 120 300
139 137 120 500
143 131 119 200
. 12 109
145 170 111 116
137 126 126 176
120 119 106 1%
133 115 105 136
120 119 120 147
124 114 118 98
128 119 103 139
.. 128 123 180
123 122 124 100
137 106 107 157
133 132 114 110b
170 123 123 117

Sources see Appendix B

Note ~— Estimates of actual production in the year 1948 and 1950,

and some of the esimates for 1940, h-ve been obtained by applying publuhed
for

figures of changes 1n

to published

for &

particular year, or by comparing actual with phnned production. In the

case of steel, however, this procedure 1volves certain dificulties and an
alternative iutcrprmuon of public announcements would suggest a figure
of about 25 mullion tons for ingot production 1 that year

a 1938

b Including other edible fats
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was launched in 1945. Employment in industry was
16 per cent above the target level.
Indices of Industrial Production in the U.S.S.R.

1948 1949 1950 1948 1949 1950
(Corresponding period

of previous year = 100) (1940 = 100)
First quarter 132 123 122 109 134 163
Second quarter 124 120 121 112 135 163
Third quarter 123 117 124 121 141 174
Fourth quarter 128 120 125 128 159 191
Year 127 120 123 118 141 173

Total production of energy was, in 1950, 11 to 12 per
cent greater than in 1949 ; timber production was up
by 5 per cent, and the output of steel by 17 per cent.
Increases greater than the average were achieved in
the case of motor vehicles, agricultural machinery,
some types of industrial machinery, some branches
of the food-processing and drink 1industries and a
number of individual items such as cameras.!

As compared with 1940, the output of coal was up
by 57 per cent ; a larger proportion of the total was
brown coal and hgnite, however. The output of
petroleum was up by only 22 per cent. The produc-
tion of pig-iron was 29 per cent greater than in 1940;
the increases tn the output of crude steel and rolled
steel products were 49 and 59 per cent respectively.
These three figures, taken together, suggest that, as
in western Europe, there has been a considerable
increase 1n the proportion of scrap consumed since
1940.

The biggest increases in production since 1940 have
been 1n the field of engineering ; total engineering
output was in 1950 up by 130 per cent and the output
of some products (for example, metallurgical equip-
ment, electrical equipment, agricultural machinery,
o1l equipment, stcam turbines) has increased by more
than this average. Even if the comparison 1s made

1 For further details, sce Appendix A, Table XXV.

with 1937, when the output of civillan metal goods
was greater than in 1940, a doubling of the output
of tractors and motor vehicles 1s shown. The out-
put of fertilizers was, in 1950, 100 per cent greater
than in 1940 ; the output of glass had increased by
90 per cent and of cement by 76 per cent.

A comparison of actual 1950 outputs with the
targets set in 1945 shows that, on the whole, in the
capital goods industries the Plan was considerably
over-fulfilled — most noticeably in the engineering
industries, less so in the iron and steel industry. The
output of coal and oil, however, was not greatly above
the planned levels, and 1n the case of timber there was
a considerable under-fulfilment of the Plan. As a
result of this last failure, steps were taken in 1950 to
mechanize timber production, and the system of wage-
payment was changed so as to increase incentives to
raise productivity.

Expansion of the consumers’ goods industrics dur-
ing the five years of the Plan was smaller. Between
1940 and 1950 the total output of the textiles, clothing,
footwear and other hight industries increased by only
17 per cent. Distinct progress was made 1n the wool
and rayon industries ; the output of cotton textiles
and of boots and shoes, on the other hand, scems to
have been below target levels and no greater than
in 1940. Some of the food-processing industries
showed increases ; thus, the output of factory butter
rose by 57 per cent, the output of sugar by 17 per cent,
the output of tinned food by 47 per cent. But these
increases were not, except 1n the case of sugar, paral-
leled by any similar increases in the output of agri-
cultural produce, the raw material of these trades.

The Five-year Plan had called for an increasc in
agricultural production of 20 per cent over the 1940
level by 1945 : this was not achieved. In 1950 the
cotton crop, for the first time since the Plan was

Table 13
End of year LIVESTOCK NUMBERS IN THE U.S.S.R. Millions
Total In collective ownership @
Type of lvestock 1928 1937 1945 1950 1937 1940 1950
Pre-war Post-war
boundaries  boundaries
Horses . 335 16.2 20.5 10.5 137 125 . ..
Cattle . 70.5 50.9 58.9 46.9 572 14.8 20.1 27.7
of which cows 227 . .- 242 42 .
Sheep and goats 146.7 66.7 91.6 694 99.0 22.8 41.9 69.1
Pigs ... . 26.0 25.8 275 104 24.1 63 8.2 12.7
Sources sece Appendix B a animals in on State farms
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formulated, was a good one, and the output of cotton,
at 3.7 million tons (I mullion tons higher than in
1940), was substantially and production of sugar-beet
at 27.2 nullion tons shghtly, above the planned levels.
But grain production, though 5 mullion tons higher
than the good harvest of 1940, was slightly below
what had been planned : the increase 1n the acreage
under grain as compared with 1949 was offset by a
reduction in yields due to drought. Livestock numbers
increased less rapidly than crop production, and the
numbers of cattle and pigs at the end of 1950 were
substantially below what had been intended.

The number of persons employed *“in the national
economy ” ncreased 1 1950 by a further 2 mllions,
bringing the total up to 39.2 millions, of whom about
nine-tenths were 1 non-agricultural employment.
This was above the planned figure. The recruitment
of trained apprentices into industry, on the other
hand, has fallen sertously behind schedule, as the
following figures indicate *

Number of Trained Apprentices entering Employment
i Industry, Bulding and Transport (thousands)

Actual Planned
1946 .82 380
1947 790 790
1948 1,000 980
1949 R bX) 1,090
1950 . 494 1,250
Total 3,390 4,500

Sources  Five-year Plan and annual reports on the fulfilment of the Plan

Industrial cmployment increased by 6 per cent in
1950, and productivity by 12 per cent. The total
increase 1n ndustrial productivity since 1940 has been
37 per cent. As 1n western countrics, the improvement
has been greatest in the engineering industries and
least 1n the basic industries.

The centre of gravity of Soviet industry has for the
past fifteen years been steadily shifting away from
the western regions of European Russia to the pre-
viously partially unpopulated aré¢as around the Urals
and in Asia. This tendency was accentuated during
the war. The following table gives the estimated

production of a few basic industrial materials in the
east and the west :

Estimated Production in the U.S.S.R. (million tons)
Western Eastern

regions regions Total
Pre- Pre- re-
Pre ags0 Preygso Pre g5
Coal and hgnite 946 13706 34c 123¢ 128 260
ol . 27d 213 2 167 29 38
Pig-iron 106 109 44 85 15 194
Crude steel 121 14 62 133 183 273

a Coal and oil, 1937, iron and steel, 1940
b The geographical distribution of production 1n the western regions was as

Donbass Moscow North

1937 75 8
1950 90 25 15
¢ In both years production was about equally divided between Kuznets and
other coalfields
d Of this Baku contributed 21

In the case of coal, two-thirds of the increase since
1937 has been due to expansion in the eastern regions.
O1l production increased by more than one-quarter
between 1937 and 1950, in spite of an actual fall in
production at Baku, which before the war provided
more than two-thirds of the total ; in the case of
mron and steel, almost the whole increase since 1940
is accounted for by the eastern regions. In the eastern
regions, both coal and 1ron are produced 1n relatively
shallow mines or by opencast methods. Investment
per worker 1n these regions 1s considerably higher
than 1n the west and, of course, equipment 1s more
up to date. Consequently, the productivity of labour
1s very high (in some coal-fields 80 per cent higher
than in the Donetz basin and 1n the pig-iron plant at
Magnitogorsk four times as high as in some of the
southern Russian plants), and costs of production are
lower than 1n the west in spite of the enormously
higher transport costs (the distance between coal and
iron is about 2,300 kilometres) In the case of oil,
on the other hand, costs of production in the new
fields are higher than in the west, but there 1s an
offsetting saving 1n transport costs.!

1 (o R_ Livshitz * ** Regional differences in labour productiv-
ity and production costs 1n Soviet industry ", Voprosy Ekono-
mihy, No. 6, 1950.

3. THE EXPANSION OF PRODUCTION IN DIFFERENT INDUSTRIES

Agriculture

In the last complete agricultural year, 1949/50, the
net output of European agriculture was still 7 per cent
below the average of the five years immediately
preceding the war. As Table 14 shows, the experiences
of individual countries have varied widely. In the

planned economies of eastern Europe, production in
1949/50 was still well below the 1934-38 average,
reflecting the emphasts given in the plans to the
development of industry. In the rest of Europe there
has been a marked tendency for industrial progress
and expansion of agricultural output to be associated.
In France, Greece, Italy, Portugal and western
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Chart 4
RELATION BETWEEN AGRICULTURAL AND INDUSTRIAL OUTPUT OF INDIVIDUAL COUNTRIES

Agricultural output 1948-1950

as percentage of agricultural output 1934-1938 © United Kingdom
120
115
110— o Netherlands o Turkey
e Sweden

Finland ® ® Denmark

105 -|
o Norway
Belgium o
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| o | | ] [ I R
Italy ® o Portugal Industrial output in 1950 as percentage of
peak industrial output in 1937-1939
o Ireland
e France
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85| o Greece
80— e Western Zones of Germany
o Austna

75—

Sources . Seo Appendix B.
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Table 14
INDEX NUMBERS OF AGRICULTURAL PRODUCTION
Percentage 1934-1938 = 100
Country share a of total —_—
n 1949/50 1946/47 1947/48 1948/49 1949/50 6

Austria . . e 1.6 70 n 75 81
Belgium-Luxembourg .. 2.1 84 86 92 112
Bulgaria . .. 1.5 72 7 87 .
Czechoslovakia . . . 35 84 66 76 81
Denmark . . . . 2.5 97 9% 97 117
Finland. . . . . 1.1 75 87 106 108
France . . . 16.4 82 7 96 96
Germany : western zones . . 8.6 69 64 7 84

Soviet Zone 37 67 58 74 )
Greece . - 23 72 89 83 87
Hungary 3.1 60 64 98 94
Ireland . . . 1.3 100 92 97 97
Italy . 11.1 85 89 97 102
Netherlands . . 31 87 88 104 117
Norway . . . 0.7 98 91 100 106
Poland A . . 7.9 .. 62 65 7
Portugal . . . . 16 99 109 95 101
Rumania . 3.1 53 80 91 .
Spain . . 5.1 88 93 83 9%
Sweden . . 2.3 104 100 109 109
Switzerland 14 107 101 110 99
Turkey . - . 4.9 110 103 118 102
United Kingdom . 7.7 117 108 124 121
Yugoslavia . . . . 34 57 79 93 96
Total Europe (excluding U.S.S R.) 100 81 80 91 93

Sources  The index numbers for individual countries have been supplied
by the Food and Agniculture Orgamization of the United Nations For weight-
ing system and methods of calculation of European indices, see Appendix B

NoTe — The indices relate post-war production 1n post-war terntory to
pre-war production 1o post-war terntory The tgures relate to agricultural
years, i ¢, the period July-June They include the staple crops harvested in
the first year mentioned The index numbers differ 1n many instances from

Germany--all countries whose industrial output 1n
1950 was not greatly above, and 1n some instances
actually below, the peak level of the late ’thirties —
agricultural output 1n the last two complete crop-years
averaged rather less than the 1934-38 level. The
countries where industrial production has considerably
(and, as earlier discussion has shown, steadily)
expanded since the ’thirties, on the other hand, have
also succeeded in raising their agricultural output
above pre-war levels ;! even before the war the
farmung 1ndustries of some of these countries—
Denmark, the Netherlands, the United Kingdom—
were already among the most highly capitalized in
the world ; since the war their new investment has
been greater, in relation to farming population, than

1 For details see Chart 4, where indices of industrial activity
are plotted against indices of agricultural output.

those published by individual countries For details and a comparison with
official indices, sece Appendix B

@ The figures 1n this column were obtained by applying the volume indices
shown for 1949/50 (1934-1938 = 100) to pre-war weights which are propor-
tional to net output They take no account, therefore, of shifts in relative
prices since 1938

b Provisional.

elsewhere,2 and their tractor densities, already in
1938 among the highest in Europe, have increased
by more than the European average.?

Until the devaluation of European currencies in
1949, prices paid to farmers in Europe were 1n general
above world prices. Devaluation, however, by raising
European import prices, made European farm prices
competitive in most of the devaluing countries (for
example, Belgium, the Netherlands, Norway, Sweden,
the United Kingdom); in the case of livestock,
European prices actually became, in spite of rises in
the prices of imported feeding-stuffs, lower than world
prices. As long as this situation lasts 1t is more than
ever likely that European Governments will endeavour

# See Table 24.
® See Appendix A, Table XXXIIIL
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Table 15
NUMBERS OF CATTLE AND PIGS
Thousand head
CATTLE PiGs
Country e e

1938/39a  1948/49 1949/50 1950/51 1938/39a  1948/49 1949/50 1950/51
Austria 2,620 2,108 2,203 2,240 2,830 1,618 1,724 1,923
Belgium 1,600 1,688 1,902 2,000 856 658 1,100 1,360
Bulgarna . . 1,512 2,080 2,130 2,140 752 1,210 1,320 1,500
Czechoslovaki 4,376 3,663 4,000 4,100 3,538 3,242 3,600 3,700
Denmark 3,326 2,915 3,044 3,050 3,183 2,400 2,679 3,100
Finland 1,767 1,517 1,700 1,700 473 403 410 475
France . 15,622 15,434 15,432 16,800 7,127 6,288 6,727 8,000
Germany western zones 12,252 10,571 11,000 11,500 12,452 6,758 9,698 11,890
Soviet Zone 3,758 3,000 3,300 6,833 . 4,300 5,700
Greece 974 700 678 762 430 485 530 550
Hungary . 2,372 1,626 2,159 2,100 3,886 3,600 4,350 4,350
Ireland 4,057 3,948 4,324 4,200 931 550 675 750
Italy 7,590 7,800 7,800 8,000 3,264 3,757 3,800 4,000
Luxembourg 107 120 119 116 155 120 106 115
Netherlands 2,817 2,440 2,544 2,640 1,553 871 1,298 1,860
Norway 1,455 1,230 1,222 1,250 362 275 412 450
Poland 9,924 6,300 6,800 6,900 9,684 5,900 6,100 8,100
Portugal . 905 900 1,050 1,100 1,206 1,000 1,140 1,200
Rumania 3,494 4,500 4,600 4,950 2,296 2,000 2,000 2,300
Spamn . 3,738 4,000 4,100 4,200 6,942 5,300 5,600 5,800
Sweden 2,975 2,667 2,656 2,625 1,316 1,375 1,232 1,300
Switzerland 1,711 1,440 1,478 1,510 880 800 887 900
United Kingdom 8,872 10,000 10,229 10,639 4,394 3,280 3,260 3,500
Yugoslavia . 4,302 4,400 5,400 5,300 3,542 4,500 4,700 4,700
Turkey 9,311 10,279 10,351 10,580 3 5 2 3

Total of countries hsted
(excluding U.S.S.R) 111,437 105,400 109,900 113,700 78,888 58,700 67,700 717,500

Sources see Appendix B

NoTe — The date of enumeration of livestock numbers differs from

European stocks of cattle and pigs at any one time, they give a good indication

of the movement of those stocks from year to year

country to country However, the figures for the same country relate to the
same dates for all years, so that, although the totals do not represent the total

to expand domestic output of meat and other animal
products. The United Kingdom Government’s deci-
sion in March 1951 to raise the farm prices of meat
and wool substanuially, while leaving other farm
prices more or less unchanged, 1s symptomatic 1n this
connection.

In 1950, all but a few countries increased their
stock of both cattle and pigs ; ! more than one-third
of the increase 1n numbers of cattle occurred 1n France,
where herds 1n 1949 were already nearly up to the
1934-38 average ; the biggest increases in pig popula-
tions were achieved by Poland (33 per cent) and western

1 For details, see Table 15

a Or nearest period for which figures are available

Germany (22 per cent). The rise of 3 to 4 per cent in
European herds of cattle occurred, even though there
was no net rise in imports of feeding-stuffs (a rise in
the United Kingdom’s imports being offset by a fall
in western Germany’s imports) and a small fall in
European production of coarse grains. As compared
with 1934-38, the number of cattle in 1950 was up
by about 2 per cent, although the coarse grain harvest
was down by about 10 per cent and imports of feeding-
stuffs were also down. During the last decade there
has been something like a revolution in farming
methods 1n some countries, which is evidently now
spreading to others. To a large extent, permanent
grassland has given place to cultivated grass with
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Table 16
PRODUCTION OF MEAT AND MILK
Thousands of tons

Mear @ Miik
Country - -
1934-19386 1949 1950 ¢ | 1934-19385 1949 19504
Austia . . . . . . 276 137 185 2,540 1,748 1,950
Belgium 327 275 300 2,834 2,870
Czechoslovakia 459 306 4,430 2,618
Denmark . . 448 391 482 5,270 4,884 5,400
Finland . 108 113 130 2,589 2,100
France . . 1,720 1,865 1,980 12,936 11,276 14,560
Germany : western zones 1,925 1,135 1,482 ¢ 15,019 11,316 13,862
Soviet Zone 773 443 .
Hungary 427 . 1,536 1,100
Ireland . 177 156 167 2,300 2,302
Italy 670 578 610 6,474 5,557
Netherlands 380 277 368 5,121 5,354 5,723
Norway 104 90 102 1,330 1,545 1,730
Poland 1,168 850 10,425 5,250
Spatn 617 520 530 1,810
Sweden . . 302 294 303 4,596 4,695 5,000
Switzerland . 200 173 180 2,655 2,409 2,560
Turkey 388 321 . 2,304 1,988
United Kingdom 1,389 1,046 1,200 8,345 9,759 10,600
Yugoslavia . . . 389 .. 2,503
Other European countries 750 600 4,670
Total Europe (excluding U S S.R.) 13,000 10,100 11,600 105,000 89,000

Sources see Appendix B
Note — Pre-war figures relate to post-war boundaries

¢ Provisional
d For certain countries 1t has been necessary to estimate total milk production

a In terms of carcass weight, excluding poultry but including offal Bacon 13 m 1950 on the basis of monthly data which sometimes relate only to a part
mcluded. See Appendix of the total production See Appendix B
b Or nearest period for which figures are available € 1949/50
Table 17

PRODUCTION OF MAJOR AGRICULTURAL CROPS BY REGIONS
Millions of tons

BrReaD GRAIN CoARSE GRAIN SUGAR BEET @ POTATOES
ok 1049/50  1950/51 T%’;s‘ 194950 195051 | Wk 1agrs0 wosorst | I 19a9s0  19s0sst
Eastern Europe? . . 2635 2502 2412 2597 2260 21.09 2.66 254 3.29 674 526 54.8
Western Europec. . | 21.25 21.83 21.37 2202 2254 21.88 3.20 3.52 4.84 58.1 579 68 8
Southern Europed . 17718 1435  18.01 11.25 852 9.77 071 080 0.91 85 71 74
Total Europe (exclud-
ing USS.R). . . 6538 61.20 63.50 59.24 53.66 5275 6.57 6.86 9.04 1340 117.7 1310

Sources Food and Food and A Organi-
zation of the United Nunons. and Sugar, C Czarmikow, Ltd, London

Note — “ Bread gramn” consists of wheat and rye * Coarse gram ™
includes barley and oats n all instances, maize 1n the case of major producing
countries and mixed grain in the case of Denmark, the four zones of occupation
of Germany, Norway, Sweden and Yugoslavia All figures relate to the
agricultural year, 1¢, the period July-June, and include crops harvested in
the first year mentioned

a Raw sugar equivalent
b Albania, Bulgana, Czechoslovakia, Finland, Soviet Zone of Germany,
Hungary, Poland, Rumania and Yugoslavia

¢ Austna, Belgium, Denmark, France, western zones of Germany, Ireland,
Luxembourg, Netherlands, Norway, Sweden, Switzerland and the Umted
Kingdom

d Greece, Italy, Portugal, Spain and Turkey.
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yields greatly increased by the application of fer-
tilizers, and hay has been increasingly replaced
by artificially dried grass and silage. A stimulus to
the spread of these new techniques no doubt was,
and continues to be, the rise in the price of imported
feeding-stuffs as compared with that of domestically
produced fertilizers.

The great increase in hivestock production during
1950 made possible rises in the output of meat in all
the countries for which figures are available.! The
1ncreases registered 1n individual countries were widely
dispersed about the average : western Germany,
with a rise of 30 per cent, was responsible for one-
third in the total increase ; there was also a big rise,
15 per cent, in the United Kingdom ; France’s
production, which had already exceeded the 1934-38
average in 1949, increased by a further 6 per cent.
But in total European meat production was still
about 11 per cent bzlow the pre-war average.

Along with meat, the output of bread grain also
increased in 1950 ; however, the increase was unevenly

1 For details, see Table 16 above.

distributed over the different climatic areas of Europe.
In the southern countries, yields were substantially
higher than 1n 1949, when, particularly in Turkey,
drought kept them low ; in western European coun-
tries there was a shght fall, unimportant because of
the opportunity given to these countries to improve
their diet by substituting animal produce for cereals ;
in eastern Europe, largely owing to drought in Yugo-
slavia, there was a fall of nearly 1 million tons. In
the case of potatoes the story was simular : the crop
rose 19 per cent in western Europe, but only 4 per cent
in eastern Europe.?

Textiles

In 1950, the production of textiles in Europe was
12 per cent higher than 1n 1949 and, for the first time
since the end of the war, somewhat above the 1938
level.® The expansion during the year was general,
as regards both countries and products ; only 1n
2 See Table 17 above.

3 For details, see Appendix A, Table I

Table 18

PRODUCTION OF COTTON YARN, WOOL YARN AND RAYON FILAMENT YARN AND STAPLE FIBRE
Thousands of tons

C RAYON FILAMENT YARN AND
Country N YARN WooL YArN STAPLE FIBRE
1938 1948 1949 1950 | 1938 1948 1949 1950 1938 1948 1949 1950
Austria . 33a 12 18 19 13a 7 9 11 la 11 17 33
Belgium-Luxembourg 75 80 84 98 26 34 36 40 6 21 19 23
Czechoslovakia . 89a 68 76 .. 27a 32 35 .. 4a 23 26 ..
France . . 250 224 228 251 18 133 123 127 34 7 75 84
Germany . 355% .. .. .. 1335 . .. .. 220¢ .. .
of which westein zones 281 119 228 282 59 38 65 85 124 6 129 161
Soviet Zone 7% 74 97 38 .
Hungary . 18 23 3 35 12 8 8 12 — 1 1 .
Italy L 178 184 208 216 n 78 81 82 119 66 8 103
Netherlands . 52 48 55 60 10 26 27 27 9 26 29 33
Poland . 864 82 91 . 424 33 39 164 18 20 22
Portugal 21 3 30 36 5 7 6 . — — — .
Spain 49¢ 65 60 58 15¢ 14 9 10 1 16 18 25
Sweden. . . . 28 25 27 28 11 18 19 18 3 12 13
Turkey . . 20 29 30 30 4 8 8 8 — — — .
United Kingdom .. 432 366 373 387 212 227 240 252 61 106 131 168
Other European countries 72 93 106 120 35 60 67 )t 7 33 37 45
Total Europe (excluding US.SR.) |1,757 1,482 1,698 1,856 732 770 846 921 481 517 674 828
United States 1,109 1,716 1,486 2628 362 312 364 130 510 451 571

Sources and methods see Appendix B

a 1937,

b 1936 and post-war boundanes. Production of cotton yarn and of wool
yarn 1n 1936, pre-war boundaries, was 377 and 141 thousand tons
respectvely,

¢ Post-war boundaries  Production in pre-war boundaries was 226
thousand tons.

d Post-war boundaries Production of cotton yarn, wool yarn, and
rayon filament yarn and staple fibre 1n pre-war boundaries is estimated
as 64, 34 and 10 thousand tons respectively

e 1940
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Sweden was there a slight fall from the previous
high level of output. Thus, by the last quarter of the
year, each individual country except Czechoslovakia
had more than regained its own 1938 rate of pro-
duction.

The pattern of post-war textile production differs
greatly from the pre-war pattern as between both
products and countries.! First, there has been a
general displacement of cotton by rayon and wool :
the increase in the output of cotton goods in 1950
was only 6 per cent over 1938, compared with 75 per
cent for rayon and 27 per cent for wool. Second,
the proportionate expansion since 1938 has been
much greater in the smaller producing countries than
in the four major producers, the United Kingdom,
western Germany, France and Italy ; of these, only
the United Kingdom has expanded its total textile
output by even as much as 12 per cent. This general-

1 For details, see Table 18.

ization applies also to the expansion of individual
products. Thus, in 1950, British output of cotton
yarn, in 1938 a quarter of the European total, was
still 10 per cent down ; the other European countries,
however, had increased their output by more than
10 per cent. In the case of wool yarn, British and
French output, one-quarter and one-sixth respectively
of the total in 1938, although 1t increased 1n
1950 was still below 1937, but output 1n other coun-
tries was 35 per cent higher than in 1938. Similarly,
European output of rayon in 1950 was nearly three-
quarters greater than 1n 1938 in spite of a reduction in
the output of Italy, which before the war accounted
for a quarter of the total.

Engineering

European engineering output in 1950 was about 12
per cent greater than 1n 1949. Of the total increase,
about half was contributed by western Germany and
about one-third by the Umited Kingdom ; the output

Table 19
INDEX NUMBERS OF ENGINEERING PRODUCTION
P 1938 = 100 1948 = 100
Country :Fi:::t;l 1949 1950
5 -
n 1950 | 194719481949 I9S0b T T Thied Fourth | Pt Second  Thid  Fourth
o Quarter quarter quarter quarter | quarter quarter quarter quarter
Austria . . . .. . 1.6 56¢ 98¢ 152¢ 188¢| 134 146 151 190 181 185 177 222
Belgum . . .. .. 23 113 126 122 115 102 104 92 89 88 89 86 102
Czechoslovakia . . 29 97¢ 120¢ 131¢ 156¢| 108 109 102 118 122 126 128 132
Denmark . . . . . .. 1.8 140 156 161 179 104 104 94 109 113 117 106 125
Finland . . . . 04 175 211 230 186 109 108 89 118 11 106 55 9
France . 148 98 120 141 131 116 128 112 116 109 112 100 116
Germany : western zones 18.8 22 39 66 92 157 161 161 188 189 220 244 294
West Berlin 09 .. 21 17 24 86 3 76 94 96 101 114 153
Greece . . . . . 0.1 19 27 31 41 106 13 108 134 115 142 160 189
Hungary . .. ... 0.9 102 142 199 . . . . . B .
Ireland . . . . . 0.2 143 215 206 237 88 95 91 109 110 118 101 110
Italy . . .. .. 34 7 nn 79 84 110 13 108 119 118 122 112 122
Netherlandsd . . . . . 30 93 122 146 160 112 120 121 126 123 130 143 144
Norway. . . . . ... 09 130 148 160 162 116 13 89 13 116 114 90 118
Poland . 4.1 130¢ 193¢ 240¢ .. .. .. .. . ..
Sweden. . . . .. 50 154 164 168 1m 108 108 91 108 110 108 90 1
Switzerland . . . . . 1.7 139 139 117 121 . .. . . .. . . .
United Kingdom 36.6 132 151 164 182 107 109 104 114 118 120 114 129
Total of countries listed. | 1000 8 102 119 133 115 19 11 123 123 129 125 144
Sources and methods see Appendix B net output The figures thus calculated take no account, therefore, of
Note. — The indices include, as far as possible, mechanical and electrical shufts in relative prices aince 1938
luding ships and aircraft) and metal b Provisional

goods, but exclude precision cngineering and the clock and watch industries

@ The figures 1n this column were obtained by applying the volume indices
shown for 1950 (1938 = 100) to 1938 weights which are proportional to

€ 1937 = 100, for Poland, current production compared with 1937 produc-
tion in pre-war area

d Including the manufacture of metals
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of the third big producer, France, was down by 7 per
cent. It was mainly owing to the decline in French
output that the total rose less than in the previous
year : the smaller producing countries, considered
as a group, achieved about the same rate of increase
in both years.! Total output was one-third higher
in 1950 than 1n 1938 ; nearly 70 per cent of the extra
output was in the United Kingdom.

The most spectacular increase over pre-war levels
of production has been achieved in the case of trac-
tors ; 2 their output was, 1n 1950, 35 per cent greater
than 1n the previous year and about six times as
great as in 1938. As a result, there were, in 1950,
about four times as many tractors on European
farms as there had been in 1938 ; there still remained,
however, wide variations between tractor densities in
different countries.® The United Kingdom produced
nearly half of the total output. Brtish production
had shown a dip 1n 1949, as both home and foreign
demand fell ; foreign sales more than recovered in
1950 1n spite of the emergence of western Germany
as an exporter, but production for the home market,
though 1t rose, was still below the 1948 level.

The production of other agricultural machinery
also rose somewhat 1n the United Kingdom 1n 1950,
mainly because of increased exports; in western
Germany there was actually a fall 1n production in
spite of a rise in exports.

The output of motor vehicles ¢ continued to increase
at a rate well above the average for engineering as a
whole. The production of passenger cars was up by
40 per cent compared with 1949 and 45 per cent
compared with 1938. This latter increase, though
large, compares with a rise of 70 per cent in the United
States between 1937 and 1950. The limits to European
output were still set by capacity and, in the United
Kingdom, by supplies of sheet steel, and not by
demand. In the United Kingdom, for instance,
supplies to the home market have been deliberately
restricted by the Government, and the whole increment
of output 1n 1950 was exported. In France, too, the
market prices of used cars continue to exceed the list
prices of new cars. The output of commercial vehicles
has recently expanded less than that of automobiles,
mainly because 1t had already increased more ; even

1 For details, see Table 19 above.

2 For details, see Appendix A, Table XXIV
3 For details, see Appendix A, Table XXIII.
4 For details, see Appendix A, Table XX.

in 1948, Europe’s stock of commercial vehicles was
40 per cent greater thah in 1938. France is the only
important country where the proportionate increase
has been greatly below the average. In the United
Kingdom, demand was so buoyant that, in order to
divert supplies to export markets, a tax was imposed
in 1950 on purchases of new lorries and vans ; this
damped down demand only slightly.

In the case of other transport equipment the trend
now runs in the opposite direction. Only 1n eastern
Europe has the demand for locomotives and raillway
wagons seemed to have been maintained recently,
and even there fleets of road vehicles have been
increasing faster. In the more developed countries of
western Europe the demand for railway equipment
flattened out or even fell when the post-war reconstruc-
tion of railway systems was completed. The fall in
demand in France in 1950 contributed appreciably
to the depression of the French engineering industry
that lasted until the fourth quarter of the year. In
the United Kingdom, production of wagons fell in 1949,
mainly because of a reduction in home demand, and
did not recover in 1950. British production of pas-
senger coaches, however, continued to increase. In
western Germany in the second half of 1950, the
production of wagons fell to only one-eighth of the
1949 rate.

The tonnage of merchant ships Jaunched ® increased
by one-sixth in 1950 and was about 13 per cent
higher than in 1938 ; the United Kingdom’s share
was about half, a proportion rather higher than
before the war, when German production was consider-
able. In 1949 there had been a small dechine in ship-
building activity 1n the United Kingdom, but, in 1950,
shipyards were again fully occupied in all countries
except western Germany, where output was still
restricted by the Occupying Powers, and Italy, where
there 1s still considerable unused capacity. The
increase 1n European fleets during the year was
of the order of 315 per cent : ¢ in total, they were
st1ll smaller than in 1938, again because of the elimina-
tion of German tonnage.

The supply of mining machinery fell somewhat in
both 1949 and 1950 : this was mainly due to a reduc-
tion 1n the nationalized coal industry’s demand in
the United Kingdom. British exports of coal cutters
and power loaders have remained stable for three
years now, and exports of mechanical conveyors,

8 For details, see Appendix A, Table XVIIL.
¢ For details, see Appendix A, Table XVII.



Table 20.

THE WESTERN ZONES OF GERMANY AND BELGIUM

— ENGINEERING PRODUCTION AND EXPORTS OF THE UNITED KINGDOM,

PRODUCTION FOR
UNITED KINGDOM ToraL PRODUCTION -
(Annual totals) Unit Export Home market
1948 1949 1950 1948 1949 1950 1948 1949 1950
Passenger cars and chassis . £ million 1126 144.7 1890 633 773 1245 493 674 645
Commercial motor vehicles and chassis | £ milon 1095 1274 146 0 415 455 69.2 680 819 76.8
Steam locomotives . Number 779 826 808 320 389 355 459 437 453
Coaching vehicles Number 1,516 | 2,089 | 3,320 179 262 3 1,337 1,827 | 2,947
Railway wagons Number 45520 38,379 38,155 | 4,079 | 6333 | 4,604 |41.441 (32,046 (33551
Railway brakes, signalling, tclegraph
and track equipment £ thousand 5,307 6,079 5,786 2,446 2,619 2,782 2,861 3,460 3,004
Aircraft Number 444 452 515 31t 418 477 133 34 38
Tractors (including industrial) Thousands 118 91 123 74 56 85 44 35 38
Other agricultural machinery £ million 692 639 847 282 261 428 410 37.8 419
Excavators . . . ‘Number 1,356 1,572 1,704 564 816 924 792 756 780
Mech 1 handl quip £ milhon 27.6 336 378 91 99 100 185 237 278
Cuwvil engincering plant £ muilion 142 142 168 63 58 78 79 84 9.0
Textile machinery. . £ million 564 67.1 693 318 364 364 246 307 329
Printing and bookbinding machmcry £ million 114 142 176 66 74 89 48 68 87
Metal-working machine tools £ million 311 356 387 13 140 141 198 216 246
Internal combustion engines . . £ mullion 271 334 381 129 186 220 142 148 16.1
Steam engines, boilers, stcam-raising
plant, industrial valves £ million 304 344 37.6 96 103 102 208 241 274
Electric generating plant :
hydraulic turbines . . . . . . Thousand BHP 768 4512 589.2 504 207 6 4344 264 2436 154 8
steam turbo alternators Thousand kW | 1,642 2,254 2,630 685 31 995 957 1,523 1,635
Rotating clectrical machinery £ milhon 280 29.5 300 50 69 66 230 26 234
Refrigerating machmery £ million 142 18.7 229 49 14 100 9.3 113 129
Typewriters and office machines £ nullion 129 160 219 40 4.9 76 89 111 143
Coal cutters Number 1,248 1,144 891 315 373 321 933 7 570
Power loaders Number 155 113 95 35 27 30 120 86 65
Underground conveyors Number 4,031 3,796 3,024 455 849 675 3,576 2,947 2,349
TorAL PRODUCTION PropucTioN FoR
WESTERN ZONES OF Export a Home market
GERMANY Unit 1950 1950 1950
(Half-yearly rates) 1949 | Fyrst | Second | 1949% | Furst | Second | 1949 First | Second
half half half half half half
Metal-working machine-tools Thousand tons 285 354 479 35 105 243 250 249 23.6
Wood-working machine-tools Thousand tons 172 178 203 07 24 42 165 154 16.1
Food and drink processing machinery | rhousand tons 273 247 312 10 3.1 58 263 216 254
Agricultural tractors Thousands 135 232 344 07 57 67 128 175 277
Other agricultural machinery Thousand tons | 1051 895 | 1054 S5 24 205 96 671 849
Typewriters Thousands 610 90 6 1187 29 149 342 581 75.7 845
Sewing machines Thousands 132 223 294 15 77 119 117 146 175
Passenger cars Thousands 52 90 126 7 26 41 45 64 101
Commercial vehicles Thousands 29 33 53 4 14 29 24 19 22
Railway wagons Number 6,612 1,651 807 .. . . I
Precision tools Thousand tons S. 47 55 .
Construction machmery Thousand tons 127 194 259
Mining machinery Thousand tons 709 707 1.7
Storage batterics Thousands 11,496 [12,702 {17,778
Radio receivers Thousands 574 727 ,281
Value of PRODUCTION FOR
OT. I
BELGIUM Pro;’;:;“’“ ToraL Propuction Export Home market
(Quarterly averages) First half 1949 1950 1950 1949 1950 1950 1949 1950 1950
Thousands of tons (million Furst f;‘::é Fourth | Furst th]rr\S:z Fourth | Frst Fhlrr:; Fourth
francs) half quarters quarter half quarters quarter | half quarters quarter
Wire drawing, rolling, prcssmg, forg-
ng, stamping, etc. 1,428 1285 1091 148.9 691 573 911 594 518 57.8
Sheet metal work . 1,961 1223 1332 164.9 461 313 58.5 762 959 106 4
Shipbuilding . 687 1.6 67 4.9 49 3t 29 27 36 20
Railway and tramway matcnal 1,433 731 122 138 462 6.5 102 269 57 3.6
Motor cycles, aircraft, pumps, com-
pressors, etc 859 128 160 160 3.1 42 4.5 9.7 118 115
Machine tools, etc 529 8.3 60 62 5.1 39 4.1 32 21 2.1
Electrical cngineering 1,671 2517 268 239 65 48 6.5 192 220 174
Other machnery . . P 1,251 | 233 26 321 6.7 61 67 166 16 5 254
Total . . . 9,819 401 6 3326 4107 187.7 1232 184 5 2139 209 4 226.2

Sources  United Kingdom — Monthly Digest of Statistics , western zones
of Germany — Wirtschaft und Statistik and Der Aussenhandel der Bundes-
republik Deutschland ; Belgium — Bulletin de statistique.

@ Dechveries  The production and export figures may pot be stnctly com-

parable
b Excluding exports from the French Zone.
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though they declined in 1950, were still 50 per cent
above the 1948 level. In western Germany there has
been no expansion In output n either of the last
two years.

In the case of machine-tools, the rise in the western
German output was the most important new develop-
ment in 1950 ; almost the whole increment was
exported. British output rose by perhaps 10 per cent,
as in the previous year, but the United Kingdom still
remains heavily dependent on imported supplies.

The export trade of European countries in engineer-
ing products was in 1950 dominated by the re-emer-
gence of Germany as a major producer and by the
currency devaluations of 1949. The joint effect of
thesc two factors was a reduction 1n Belgian and
Italan exports and an increase i those of other
countries. The sensitivity of Belgian production to
changes 1n foreign demand 1s strikingly brought out
in Table 20. Throughout 1950 domestic demand was
running at very much the same rates as in 1949 ;
the whole increase of nearly 25 per cent 1n the value
of production in the fourth quarter of the year was
due to a rise in exports.

Building

The rise in building activity which occurred 1n 1950
mainly reflected decisions taken by Governments
m 1949 to expand housing programmes. In most of
the countries of western Europe where unemployment
was already low no great expansion of dwelling
construction took place. The single exception was
France, but even there the increase in new house
construction merely offset the decline in other building
work. In the countries with high unemployment,
however —western  Germany, Italy and Belgium—
the expansion of new house construction was intended
to be, and was, substantially greater than the falls
in repair work (in Germany and Belgium) and 1n
public works (in Italy). As a result, the number
of rooms constructed per head of the population in
western Germany reached the levels of the countries
of northern Europe for the first time since the war ;!

1See Table 22. The figures in the last column of this
tablc must be interpreted with a certain degree of caution,
as the size of dwellings varies greatly from country to country
and post-war houses are sometimes of different sizes from those
of pre-war Thus, 1t 1s estimated that a subsidized western
German dwelling contains about 50 to 65 square metres of
gross floor space, as against 95 to 100 1n the United Kingdom.
The corresponding house 1n the United Kingdom before the
war contained about 75 square metres

Table 21
INDEX NUMBERS OF BUILDING ACTIVITY
1938 = 100
Country

1948 1949 1950

Belgium @ .. . 93 104 113
Denmark & 119 128 147
Finland . 138 149 159
France 123 125 123
Germany : UK./US. Zone 70 81
Greece . . . 125 133 .
Ireland . 97 108 110
Italy 87 94 140
Netherlands 108 113 119
Norway . . 124 136 139
Sweden 117 119 125
United Kingdom 85 89 94

Sources and methods sce Appendix B

Note — The figures shown cover estimates of total building activity,
but for Finland they are based on the consumption of raw materals, and
for Italy on the number of rooms constructed and man-hours spent on public

, works

a 1936-1938 = 100
b 1938/39 = 100

in Italy it reached the level of France, but still remained
low. In western Germany, moreover, the number of
dwellings completed appears to have exceeded the
number produced 1n any inter-war year, though the
size of the average dwelling is undoubtedly smaller
than was normal before the war. In France, the
number of dwellings produced 1n 1950 was less than
half of the number produced during the nter-war
peak pertod and 1n the United Kingdom only 55 per
cent ; the average size has, however, increased 1n the
United Kingdom.

In the countries of eastern Europe, building activity
has been considerably expanded in recent years. The
number of workers in the building industry has
increased, and there have been substantial increases
i productivity. These have come as the result of
reorganization of the industry into larger units and a
conconutant increase in the degree of mechanization :
thus, in Hungary, the total horse-power of the machi-
nery used by the building industry increased from
45,000 1n 1949 to 94,000 in 1950. But, although the
scale of housing programmes has 1n recent years
increased, the number of dwellings built, 1n relation
to needs, was still pitifully low 1n 1950, particularly
when 1t 1s borne in mind that the shifts of population
from country to towns are relatively greater than in
the more settled communities of the west.



Table 22
CONSTRUCTION OF DWELLINGS

Estimated
Dwelling umits completed number

Country Pre-wara (Thousands) cggs?::g:d

period per 1,000

Prewar 1947 1048 1949 1950 | “"hatuanes
Austria . . . 13 13 21 7
Belgium 1925-1929 25 14 19 26 40 17
Czechoslovakia 1937 42 3 6 10 13 2
Denmark 1934-1937 21 13 20 24 22 21
Finland & 1936-1939 7 7 5 7 12 20
France 1929-1932 151 8 22 51 68 6
Germany : western zones 1928-1931 190 130 302 21
Hungary ¢ 1938 7 28 5
Ircland 4 1933-1936 11 1 2 6 12 16
Italy e 1934-1937 44 15 22 30 60 6
Netherlands . 1928-1931 49 9 36 43 47 16
Norway . 1939 16 15 16 18 22 32
Poland 1937 34 29 21 21 34 3
Portugal 1939 2 3 3 7 5 2
Rumama b 1931-1934 12 . .. 8 3
Spain . . 12 16 15 16 2
Sweden 1939 59 58 48 42 45 23
Switzerland 1930-1933 20 21 26 20 23 18
United Kingdom / 1935-1938 358 186 239 198 198 20
Yugoslavia . . 7 14 31 28 5

Sources and methods sec Appendix B

a Except where only one year 1s specitied, the figure represents the highest
average annual rate at which dwellings were completed during any four
consecutive years in the inter-war period

b Town dwellings only

In the Soviet Union, 100 million square metres of
housing space have been bwilt or restored in towns
n the last five years ; this 1s approximately the same
as the extent of the Umited Kingdom’s new dwellings
over the same period. In addition, 2.7 million houses
were built in villages.

Capital formation

The increases 1n engineering production and building
activity discussed tn earlier sections of this chapter
were the reflection of an increase in the volume of
fixed capital formation. This increase was common
to all but two of the European countries for which
estimates of total investment are given in Table 23.

The two exceptions are Norway, where there was
a very slight decline from the abnormally high levels
of earlier years, and France, where there was, 1n spite
of a considerable rise 1n new housing construction,

€ The pre-war figure relates to town dwellings only , post-war figures to
all dwcllings

d Dwellings built with State ad

e Thel pre-war figure relates to 94 provincial capstals , post-war figures to
all Ttaly

J Excluding Northern Ircland

a net decline of 4 per cent 1n total fixed investment 1n
real terms. Investment in France in transport and
communications fell by over onc-quarter, and invest-
ment by manufacturers, which had risen by over
two-thirds i 1949, fell back by 14 per cent. The
imtial impact of both of these cuts fell mainly on the
engineering industry.

The biggest nise 1n 1950 was achieved in western
Germany, where fixed capital formation, which had
already 1n 1949 increased by about one-third above
the low level of 1948 and earlier years, rose by a
further 16 per cent. The increase was made up of a
rise of one-quarter 1in new housing construction, an
increase of 20 per cent 1n investment by industry and
substantial increases in investment by farmers and
transport undertakings.

Total investment appears to fluctuate more violently
in Switzerland than n any other country ; a rise of
10 per cent 1n 1948 was followed by a fall of more
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Table 23

GROSS INVESTMENT IN FIXED CAPITAL
Millions of dollars in 1950 prices®

Per head of
opulat,

Country 1947 1948 1949 1950 | PORoi ™"

(dollars)
Austria . 320 350 49
Belgium 610 685 715 755 87
Denmark 395 415 500 550 130
Finland 205 230 260 270 66
France . 3,020 3,560 3,600 3,440 81
Germany : western zones . 2,950 4,070 4,710 99
Ireland . 133 160 176 . 60
Italy . 1,800 2,010 2,360 2,510 54
Netherlands 923 1,070 1,215 1,280 128
Norway 435 415 470 460 141
Sweden 1,230 1,140 1,095 1,170 167
Switzerland . . . 515 573 449 502 108
United Kingdom . 4,775 5,020 5,395 5,645 111
Sources and methods sece Appendix B
NoTe — Gross investment in fixed capital includes new and the of fixed
capital, but, as far as possible, excludes on current and reparrs.
a Converted from national by -po’ parity rates for each
year See Appendix B

than 20 per cent in 1949, which in turn gave place to
a nise of over 10 per cent in 1950. Only one-sixth
of the 1949 fall was accounted for by a decline in
building activity ; this decline was more than made
up 1n 1950, and there was a rise of 16 per cent in other
mvestment, which was, however, still only about
two-thirds of the 1948 level.

The distribution of total investment amongst dif-
ferent sectors of the economy varies considerably
from country to country, but remains remarkably
stable from year to year in each country.! However,
In most countries, as railway systems have been
restored the proportion of investment devoted to
transport has tended to fall. Investment in agriculture
has remained more or less stable, so that its share
in rising totals has fallen; this was particularly notice-
able for Italy in 1950.

Table 25 shows a break-down of the industrial
mvestment of a number of countries 1n recent years.
In general, the biggest single investing industry seems
still to be the public utilitics supplying energy (mainly

1 For details, sce Table 24.

electricity) ; their share of total industrial investment
ranges from 16 per cent in Belgium to 28 per cent
mn Italy. Within manufacturing, the heavy industries
(iron and steel, engineering, oil refining and, in
Scandinavia, timber and paper) everywhere accounted
for a large proportion.

The net result of the various changes in 1950 was
to reduce slightly inter-country differences between
levels of new investment per head of population.
But the differences still remained large and anomalies
commented upon in earlier SURVEYS still remain. In
the countries with full employment, where a reduction
of investment programmes might usefully have reduced
inflationary pressures, new investment per head of
population remained high, particularly in the Scan-
dinavian countries. In countrics where no shortage of
manpower or capacity inhibits the supply of invest-
ment goods (for example, Austria, Belgium, France,
Italy), financial caution on the part of Governments
continues to encourage low nvestment, both public
and private. Yet these are almost certainly among
the countries where increased investment is most
urgently needed 1f productivity is to be raised or
unemployment reduced.



— 53 —

Table 24
GROSS INVESTMENT IN FIXED CAPITAL BY ECONOMIC SECTORS
Millions of dollars in 1950 prices @ and percentages

Per CENT OF TOTAL INVESTMENT IN
MILLIONS OF DOLLARS FIXED CAPITAL
Country and year
Agriculture, Transport G A Transport Government
fishing and | Industry land commu:| Dwellings | and other Total fishing and | Industry land commu-| Dwellings | and other
forestry nications sectors forestry nications sectors.
Belgium . 1947 17 163 209 133 88 610 3 27 34 22 14
1948 25 186 242 136 96 685 4 27 35 20 14
1949 26 205 218 162 104 715 4 29 30 23 14
1950 27 205 233 175 115 755 4 27 31 23 15
Denmark . 1947 21 75 395 6 19
1948 29 83 415 7 20
1949 28 82 500 8 16
1950 .. 86 550 .. 16
Finland b . 1947 38 83 65 89 20 295 13 28 22 30 7
1948 45 85 s1 12 37 330 14 25 15 34 12
1949 50 93 63 117 47 370 14 25 17 31 13
1950 45 92 67 124 47 375 12 25 18 33 12
France . 1949 325 1,645 745 455 430 3,600 9 45 21 13 12
1950 340 1,490 550 635 425 3,440 10 43 16 19 12
Germany :
western zones 1949 385 1,575 545 845 720 4,070 9 39 13 21 18
1950 430 1,890 605 1,055 730 4,710 9 40 13 22 16
Hungary . 1950 11 45 21 15 8
Ttaly . 1947 135 652 533 205 275 1,800 8 36 30 11 15
1948 206 790 481 224 309 2,010 10 39 24 11 16
1949 250 930 446 304 430 2,360 11 39 19 13 18
1950 177 1,025 513 354 441 2,510 7 41 20 14 18
Netherlands 1947 92 295 295 98 143 923 10 32 32 11 15
1948 78 359 299 167 167 1,070 7 33 28 16 16
1949 91 423 279 236 186 1,215 8 35 23 19 15
° 1950 100 470 281 238 191 1,280 8 37 22 18 15
Norway 1947 56 93 191 67 28 435 13 22 44 15 6
1948 51 113 166 61 24 415 12 27 40 15 6
1949 51 131 192 68 28 470 11 28 41 14 6
1950 52 134 181 67 26 460 11 29 40 14 6
Poland ¢ 1947 68 152 120 37 53 430 16 35 28 9 12
1948 72 203 140 52 93 560 13 36 25 9 17
1949 .. . . . 11 41 18 8 22
1950 10 42 16 8 24
Sweden® . . . 1947 144 607 315 504 190 1,760 8 34 18 29 11
1948 166 633 323 384 224 1,730 10 36 19 22 13
1949 169 643 275 393 233 1,713 10 38 16 23 13
1950 181 644 315 422 248 1,810 10 36 17 23 14
United
Kingdom . 1947 270 1,760 1,070 1,255 420 4,775 6 37 22 26 9
1948 290 1,945 1,010 1,220 555 5,020 6 39 20 24 1
1949 275 2,200 1,120 1,080 720 5,395 5 41 21 20 13
1950 285 2,375 1,070 1,075 840 5,645 5 42 19 19 15
Sources and methods see Appendix B the annual totals are greater than those in Table 23 and the percentage
NoTE — Gross investment in fixed capital includes new acquisitions and distribution may not be comparable with those for other countries In

the reconstruction of fixed capital, but, as far as possible, excludes

on current maintenance and repairs

a Converted from national

by

exchange rates for each year See Appendix B,
on current

b The figures include

P

c

panity

and repairs Hence,

relative on 'y 18

The figures for 1947 and 1948 relate only to investment within the Plan
Investment outside the Plan was important only in agriculture, fishing,
forestry and for the construction of dwellings For 1949 and 1950, the
figures relate to the whole economy
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Table

GROSS INVESTMENT IN FIXED
Millons of dollars in

BeLcium Den-
Industry 1947 1948 1949 1950 1947 1948
Millions  Per Millions  Per Millions  Per Millions  Per Millions  Per Millions  Per
_ of dollars_cent _ of dollars_cent of dollars cent _ of dollars cent | of dollars cent _of dollars cent
Food, drink and tobacco . 16 9 14 8 24 12 23 11 7 15 11 19
Textiles and clothing . . . . 23 15 21 u 26 2 23 1 5 11 9 15
Leather and rubber . . . . . . . . . . .. . . 1 .. . . .
Paper and printing . . . . . . . S 3 5 3 6 3 2 1 5 u 6 10
Timber . . . P . . . . .. . . 2 4 2 3
Building matenals, etc. . . . 13 8 12 7 14 7 12 6 4 9 5 8
Iron and steel . 13 8 15 8 26 12 22 11 16 34 19 32
Other metals and engineering . . 28 17 29 16 25 12 25 12
O1l refineries B . 2 1 7 3 15 8 6 12 6 10
Other chemicals . . . . . 11 7 20 10 16 8 14 7
Miscellaneous . o . 5 3 — — — — — — 2 4 2 3
Total manufacturing . 114 70 118 64 144 69 137 67 41 100 60 100
Electricity . P .. 27 17 34 18 31 15 33 16
Gas. . . 10 6 13 7 11 6 10 5
Coal mming . . ... .. 12 7 21 11 19 10 25 12
Other mining e e — e — — —_ —_ — —_ — — — —_
Other . . RN . — —_ — — —_ — —_ — — — — —
TorAL INDUSTRY . . . . 163 100 186 100 205 100 205 100
ItaLy NETHERLANDS NoRwAY b
Industry 1949 1950 1948 1949 1947 1948 1949
Millions Per Millons Per | Millons Per Millions Per | Millions Per Millions Per Mullions Per
of dollars cent of dollars cent | of dollars cent of dollars cent | of dollars cent of dollars cent of dollars cent
Food, drink and tobacco . . . .. . 46 13 48 11 15 10 13 8 14 8
Textiles and clothing . 100 10 100 10 36 10 41 10 11 7 11 7 12 ° 6
Leather and rubber 7 2 7 2 3 2 3 2 3 2
Paper and printing . 16 5 20 5 20 13 21 12 23 12
Timber . . . 5 1 5 1 7 5 5 3 5 3
Building materials, etc . . . .. 7 2 9 2 7 5 6 4 7 4
Iron and steel . . \
Other metals and engineering | 215 23 250 24 {} 77 A 77 18{ 3t 2 26 15 29 15
Oul refineries . . 21 6 43 10 |
Other chemicals ‘ : A TR ) DT I } o7 2t 22 I
Miscellaneous . . . . . 9 3 9 2 - = - - - -
Total manufacturing 625 67 680 66 | 263 74 305 72| 104 69 106 63 114 6!
Electricity . 250 27 285 28|\ { K 36 2 47 25
Gas . . . . . S 56 I3 %18 1 — 1 1
Coal mining . . . 55 6 60 6
Other mning . . . _ __ _ } 25 7 27 6 8 5 13 8 17 9{
Other o RN - - - - 154 4 154 4 4c 2 12¢ 8 9¢ 5
ToTAL INDUSTRY . .1 930 00 1,025 100 | 359 100 423 100 | 155 100 168 100 188 100

Sources and methods see Appendix B

Note — Gross investment in fixed caprtal includes new acquisitions and the reconstruction of fixed capital, but, as far as possible, excludes expendi-
ture on current maintenance and repairs
a Converted from national currencies by d h P parity exch: rates for each year. See Appendix B
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¢ GERMANY :
France western zones
1949 1950 1948 1949 1950 1950 Industry
Millions  Per — Millons  Per | Millions Per  Millions Per  Mihons Per | Muhons Per
of dollars cent  of dollars _cent | of dollars cent  of dollars cent  of dollars _cent of dollars cemt | B o
12 17 15 22 60 4 Food, drink and tobacco
12 17 12 17 Textiles and clothing
. .. Leather and rubber
9 M 6 8 Paper and printing
1 1 2 3 . Timber
6 8 8 12 . . . . . . . . Building materials, etc,
6 6 160 10 157 11 115 6 | Iron and steel
19 2 16 3 . . Other metals and engineering
89 & %0 5 87 6 Ol refineries
8 2 8 2 62 4 Other chemicals
2 3 2 3 Maiscellaneous
6 100 69 100 622 57 1,035 63 887 59 1,335 70 Total manufacturing
295 27 396 24 385 26 Electricity
B 14 1 ® 2ff W » { Gas
170 15 200 ]2 19 13 180 10 Coal mining
— — — — — = - - - - Other mining
— — — — —_— - _ = - = — — | Other
1,100 100 1,645 100 1,4% 100 1,890 100 ToraL INDUSTRY
SWEDEN Unitep KINGDOM
1947 1948 1949 1950 1948 1949 1950 Industry
Milions Per  Milions Per  Milons Per  Mulions FPer | Milons Per  Nuhoms FPer  Mihons Per
of dollars cent  of dollars cent  of dollars cent  of dollars cent of dollars cent  of dollars cent of dollars cent
24 5 25 5 26 6 26 6| 170 9 179 8 Food, drink and tobacco
26 6 28 6 33 7 30 71 1m 9 211 10 Textiles and clothing
7 2 7 2 8 2 7 2 33 1 33 ! Leather and rubber
33 7 37 8 39 9 44 10 89 5 88 4 Paper and printing
2 5 20 4 16 4 21 5 26 1 26 1 Timber
31 7 26 6 19 4 23 5 70 4 66 3 Building materials, etc.
118 6 145 7 Iron and steel
} LU o3 Be 3 143 32{ 413 21 426 20 Other metals and engincering
18 1 66 3 122 5 | Oul refineries
’ 0 4 0 5 a5 16 3{ 1337 w0 7 Other chemicals
69c 15 49c 10 Be 7 23e S 85 4 75 3 Miscellancous
369 81 355 77 331 75 333 75 | 1,332 68 1475 67 1,585 68| Total manufacturing
416 89 2 91 20 91 20| 343 18 415 19 458 19 | Electricity
10 2 11 2 12 3 13 3| 125 6 146 7 175 7 | Gas
— — - — — —_ — — 89 5 109 5 100 4 | Coal mining
4 1 5 1 7 2 8 2 15 1 15 — 15— | Other mining
- - - = —_ - - - 4ld 2 40d 2 42d 2 | Other
457 100 460 100 441 100 445 100 | 1,945 J0O 2,200 100 2,375 100 | ToraL INDUSTRY
b Including on current and repairs, 40 per cent of the total 1 1947, 33 per cent in 1948 and 31 per cent in 1949

¢ Small-scale industry and handicrafts
d Building industry.
¢ Residual item,
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4. POTENTIAL INDUSTRIAL PRODUCTION IN 1951

It is already certain that the level of European
industrial production in 1951 will be held down by
factors on the supply side rather than by any lack
of demand. However much world production of
raw materials is increased, the increases are lkely
to come too late to affect appreciably the supplies
available for European industry in 1951, unless
indirectly through changing speculative attitudes. A
comparison of forecasts of available supplies with
actual consumption in 1950 would indicate the extent
to which Europe may “ go short” in the sense of
having to reduce 1ts consumption of particular mate-
rials. But this way of measuring degrees of shortage
takes no account of the fact that the European eco-
nomy has recently been expanding fast and could be
expected to continue to do so, though not necessarily
at the same rate, unless hindered by a lack of demand.
For a more meaningful assessment of degrees of
shortage, a forecast of supplies of materials must
be pitted against a forecast of industrial demand
for them. As a preliminary to this 1t is necessary to
form some view as to what the level of industrial
production could be if the shortages of materals
could be eliminated by a stroke of the pen without
changing any of the other conditions of 1951 Europe.
This is what is attempted in the following paragraphs.
A rough estimate 1s made of the potential level of
European industrial production i 1951, given the
existing supply and distribution of manpower, the
existing capacity and normal additions to it, given also
a continuing high level of demand. It must be em-
phasized that this estimate is in no sense a forecast,
but merely a standard against which the likely level
of supplies of materials can be measured.

In the United Kingdom, France, the Netherlands
and the Scandinavian countries, industrial employ-
ment can be expected to show only a slight change 1n
1951. The populations of working-age will continue to
grow ; the numbers in the armed forces are expected
to rise ; there 1s only negligible scope for a reduction
of unemployment ; the proportion of the civilian
working population engaged 1n industry is likely to
increase somewhat. On balance, the increase in
industrial employment over average 1950 levels has
been put at 115 per cent for the United Kingdom
and Ireland, 1 per cent for France and Sweden, 2 per
cent for Norway and 3 per cent for Denmark, Finland
and the Netherlands. In all these countries the numbers

employed in industry had already exceeded the average
level of 1950 to nearly this extent by the end of the
year. If recent trends continue, a 10 per cent increase
can be expected in eastern Europe.

In the case of countries with considerable unem-
ployed labour, it is more difficult to forecast industrial
employment. Obviously, very large increases could
be brought about 1f 1t were possible to reduce unem-
ployment to the proportions now normal in the first
group of countries, but it would be unrealistic to
expect this to happen everywhere in twelve months.

In Belgium, where unemployment during the first
flush of post-war recovery was down to 2 per cent of
the labour force, it should be possible quickly to
regain a large proportion of the ground lost ; a rise
of only 6 per cent in industrial employment has,
however, been assumed ; this would sull leave em-
ployment below the 1948 level. In Austria, employ-
ment 1n 1950 was, on the average, 5 per cent higher
than in 1949, but had risen further by the end of the
year ; an increase of 5 per cent 1n 1951 should be well
within its powers. In Italy, where uncmployment
has been endemic since the war, 1t would be foolish
to expect that structural problems could be quickly
elimmnated, and industrial employment has been
assumed to be only S per cent higher 1n 1951 than the
average of 1950. In western Germany, total employ-
ment increased by over 4 per cent during 1950 and
industrial employment by about 9 per cent; the
greater part of this rise happened in the second half
of the year, however. If the rate of increase achieved
between the second and fourth quarters of the year
were kept up throughout 1951, the average level of
industrial employment in 1951 would be about 12 per
cent higher than the average of 1950. There are no
global shortages of manpower or capacity which would
rule this out ; unemployment, however, 1s extremely
localized in Germany and it would be unwise to make
no allowance for labour bottlenecks. It has therefore
here been assumed that the number of man-years
worked 1n industry could be only 10 per cent greater
in 1951 than in 1950.

It 1s unlikely that average working-hours, even on
the assumptions made, would increase appreciably. In
most European countries the length of the working-
week, which was reduced immediately after the war,
has remained fairly constant in the last few years.
Moreover, it differs little between countries with dif-
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ferent levels of employment and output. The average
might be very slightly raised by an increase 1n over-
time working in some industries and a reduction in
short-time working in others, but it could hardly be
an important increase.

Potential productivity 1s more difficult to estimate.
In the northern and north-western countries, the
annual rate of increase, as Table 26 shows, has been
remarkably stable during the last three years. There
seems no reason why, with a continuance of full
employment and no lack of materials or demand,
1t should decline. It has therefore been assumed that
productivity per man-year will continue to increase at
the 1950 rate in Denmark, the Netherlands, Norway
and Sweden, by rather more (8 per cent instead of
S per cent) in Finland, where output was kept down
by strikes in 1950, and, in order to err on the side
of caution, by rather less than the 1950 rate in the
United Kingdom and Ireland. An increase of 6 per
cent has been taken for these last two countries :

this implies a rise of 714 per cent in the industrial
output of the United Kingdom, which is certainly not
high compared with the official estimate ! of 4 per
cent, which makes allowance for possible shortages
of raw materials.

In France, productivity in 1950 as a whole was only
1 per cent higher than in 1949, but this was because
the slackening of activity during the first part of the
year did not change the level of employment. If
productivity remained at the level reached 1n the last
quarter of the year during the whole of 1951 (apart
from a seasonal dip 1n the summer), the average level
in 1951 would be 8 per cent above the average level
of 1950. The assumption of an 8 per cent rise made
here 1s therefore a conservative one. The same

1 See the official Economic Survey for 1951, para. 110, Cmd
8195, His Mayjesty’s Stationery Office  Curiously enough,
the official forecast made in 1950 when a smooth flow of
materials was contemplated was actually lower than the forecast
for 1951, which makes allowance for possible shortages of raw
materials.

Table 26

OUTPUT PER MAN IN INDUSTRY
Index numbers based on 1935-1938, 1947, 1948, 1949

1935-1938 = 100 1947 = 100 | 1948 = 100 | 1949 = 100
Country -
1947 1948 1949 1950 @ 1948 1949 1950 @

Austnia . . 466 645 78% 87b 139 122 112
Belgium 81 ¢ 85 ¢ 90 ¢ 96 ¢ 105 106 107
Bulgaria .. .. .. .. . 113 116
Czechoslovakia 958 106 & 1188 126 6 112 111 107
Denmark . 92 96 98 100 104 102 102
Finland. . 93 102 109 114 110 107 105
France . 81 92 99 100 114 107 101
Germany : western zones 38 52 72 87 135 139 121

West Berlin . 49 39 63 9 163

Soviet Zone . 50 62 76 124 123 114
Hungary 4 . . .. 103 124 .. 120
Ireland - 106 ¢ 112 117 128 ¢ 106 104 109
Ialy . . . . PN . 81 86 91 106 106 106 116
Netherlands 73 77 82 86 106 107 105
Norway 88 90 95 99 103 105 105
Poland 83/ 102/ 112/ . 122 110 109
Sweden . . 111 116 121 126 105 104 104
United Kingdom 105 112 118 126 106 105 108
Total of countries hsted . 78 87 97 106 111 111 109

Sources * The figures have been derived from Tables 9 and 11, adjusted
to a 1935-1938 base unless otherwise specified  Sce Appendix B.

No1e — The index numbers for each country represent movements in
the ratio of an windex of wndustrial production to an ndex of employment
in muning, manufacturing, gas, water and electricity supply
@ Provisional
b 1937 = 100,

€ 1936-1938 = 100 for production ; 1937 = 100 for employment.
d Productivity of wage-earners in factories
€ 1936-1938 =~ 100

f The component index numbers compare production and employment in
the post-war area with production and employment in the pre-war area,
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assumption has been made for Austria, Belgium and
Italy ; in all these countries, too, productivity was
already well above the 1950 average by the end of
the year, and higher rates of increase could easily be
justified. In western Germany, output per man-year
was 19 per cent higher in 1950 than in 1949, but the
rate of increase declined over the year ; an average
level only 10 per cent above that of 1950 has been
assumed for 1951. For eastern Europe, a further
increase of 10 per cent has been assumed ; this 1s
somewhat lower than the exceptional rates of increase
achieved in recent years.

Finally, it has been assumed that Portugal, Spain
and Turkey could increase their output by 5 per cent
above the 1950 levels, Greece by 10 per cent and west
Berhin by 25 per cent. These increases seem plausible,
but 1n any case the weight of these areas 1s so small
that a variation of the assumptions would hardly
affect the total for Europe.

On these assumptions, the northern and north-
western countries could expect to increase production
by 71, per cent in 1951, the southern and other
western countries by at least 10 per cent. western
Germany by 20 per cent and eastern Europe by
between 20 and 25 per cent. For Europe as a whole,
the increase 1n industrial employment in 1951 mught
thus amount to 4 per cent, the increase in output
per man to 9 per cent and the increase in industrial
production to about 13 per cent. It is merely
a statistical accident that this increase is about the same
as that actually achieved in 1950 : the contribution
of different countries to the total increase would
not be the same. It must be emphasized that this 1s
not a forecast of what will happen, but merely of
what might happen on certain assumptions about the
level of European demand and the supply of factors
of production. One of the assumptions, and only one,
was deliberately made quite unrealistic.



Chapter 3

THE SHORTAGE OF BASIC MATERIALS

1. INTRODUCTION

The preceding chapter concluded with the estimate
that, 1f manpower and capacity were the only limiting
factors, European industry would be capable of
increasing its total output by a further 13 per cent
in 1951. A shortage of basic materials began, however,
to limut production towards the end of 1950, and in
many 1nstances 1t may not be possible to maintain
the rates of production reached by that time, let
alone achieve any further expansion.

This chapter, after describing briefly the industrial
uses of the main materials, continues in section 2 to
describe the main shortages which developed 1n 1950.
In section 3, estimates are made of the supplies
available for consumption and of the hmits which
they may impose on European production. Section 4
discusses longer-term problems and analyses the more
basic causes of the present shortages.

The prospective shortages embrace both essential
materials 1n which Europe 1s largely self-sufficient,
such as coal, steel, timber, and materials chiefly
imported from overseas, such as non-ferrous metals,
sulphur, cotton, wool and rubber. European produc-
tion of the former category 1s continuing to expand,
but too slowly in relation to demand ; production
of most of the other materials 1n the world as a whole
is also expanding, but the rate of increase in United
States demand is so large that supplies available for
Europe may actually fall. The rapid expansion of
the United States economy, coupled with the strong
balance-of-payments position of that country, has led
Europe to import less or export more of many basic
materials ; coal and timber, however, are exceptions ;
increased imports of these matenals from America are
helping to alleviate the European shortage, although
at a high cost because of freight charges on these
bulky commodities.

An early symptom of the shortages was the sharp
rise, in the second half of 1950, in prices some of which
had previously been falling for more than twelve

months. The increase was not restricted to commo-
dities imported from overseas. Price changes for
individual commodities over the year as a whole
have already been noted in Chart 2, page 9 ; other
prices of particular 1mportance 1n intra-European
trade, but not entered on the chart, were those of
Swedish timber and wood-pulp, which rose by more
than 50 per cent in the six months following the
outbreak of the Korean war, and those of Polish coal
exports, which more than doubled in the same period.
The prices of copper, alummnium and zinc rose
relatively Iittle in the second half of the year owing to
the fixing of prices by major United States companies
and the fact that administered prices in the British
Commonwealth were usually adjusted to the American
quotation. The pegging of prices necessarily involved
systems of allocation, the appearance of which
provided the first direct evidence of physical shortages.
Free market prices, especially in Continental Europe,
rose much above the regular price quotations 1n the
United States or the United Kingdom, the premiums
sometimes amounting to as much as 50 per cent for
lead, 80 per cent for copper and even more for zinc.
The quantities traded at these prices however, remained
relatively small. The shortages of sulphur and cotton
from the United States were reflected mainly in export
restrictions rather than in price increases : the export
price of sulphur at the end of 1950 was no higher than
at the beginning of the year, and that of cotton,
although 1t rose 40 per cent during the year, failed fully
to reflect the world shortage. Consequently, the
prices of supplies from alternative sources rose con-
siderably and, as already noted in Chapter 1, 1t
became impossible in many cases to speak of a world
price.

Industrial Uses

Coal, steel and timber are used in almost all indus-
tries, and their scarcity is bound to have widespread
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effects. Shortages of these materials react on one
another : a shortage of coal increases the demand
for richer iron ores or steel scrap relatively to that
for lean ores, which are more easily obtainable ; if
the shortage of coal is acute, timber-producing
countries may divert resources to the production of
fuel-wood, as happened during the war, and a shortage
of steel, which encourages the substitution of timber
for steel in bulding, will further accentuate the
shortage of softwood. In a period of rearmament
the demand for steel is likely to rise faster than
industrial production in general and, unless steel
output expands adequately, domestic investment or
the export of capital goods 1s likely to suffer if priority
is granted to defence production. If the volume
of dwelling construction continues to increase, there
will be strains on timber supplies which may have
marginal effects on supplies of packaging materials
and thus affect exports.

Among non-ferrous metals, the shortage is acute
in the ferro-alloy group—nickel, chrome, vanadium,
manganese, molybdenum and tungsten—the demand
for which has already risen greatly as a direct result
of rearmament. Western Europe and the United
States are affected by the cessation of supplies of
tungsten from China and a reduction in Soviet exports
of manganese. These metals are particularly important
for defence production, but they are also essential for
the manufacture of drills, blades, and other tools
for civilian use.

Aluminium, copper, lead, tin and zinc are also
essential for military and civilian production alike.
In recent years, about one-third of the consumption
of aluminium in Europe has gone to the manufacture
of arcraft, vehicles and other engineering products,
while building, clectrical apparatus, and domestic
appliances and utensils each took a further 10 per
cent. In the United States,! the proportion used
i building and domestic apphances was much
higher—about 25 per cent in each case. Recent
information on the use of other non-ferrous metals
is available only for the United Kingdom and the
United States. Differences between the consumption
patterns in the two countries reflect the dominant role
of the automobile industry in the United States—an
important factor in the increases in American con-
sumption of non-ferrous metals generally over the

!In general, information about end-uses in the United
States relates to 1948.

last decade. In both countries, about one-half of
total copper consumption is used 1n the manufacture
of electrical wires and other equipment : the building
and motor vehicle industries each take about 10 per
cent in the United States and rather less in the United
Kingdom. In the United Kingdom, lead is chicfly
used in cable-making and building, each accounting
for about a quarter of total consumption ; the next
most important consumers are the manufacturers of
batteries and the producers of lead oxides and com-
pounds, mainly required for paints and pigments ;
n the United States, batteries take 30 per cent. Of
the tin consumed 1n the United States and the United
Kingdom about 40 per cent goes into tinplate, which
is widely used for containers of food, motor oil and
other goods. Tin is also required for essential alloys
—accounting for 30 per cent of consumption in the
United States and the United Kingdom—and a
further 10 to 20 per cent 1s used as solder in the
electrical industry. Thirty per cent of zinc 1n the
United Kingdom is used for galvamzing steel and
another 30 per cent, in combination with copper,
for the manufacture of brass ; in the United States,
galvanizing takes about 45 per cent and brass only
13 per cent. Another important use of zinc account-
ing for 30 per cent of total consumption in the United
States, but only 10 per cent in thc United Kingdom,
is die-casting, largely for the motor vehicle
industry.

The main non-ferrous metals are often alloyed
together and, by varying the proportions, materals
particularly suited for given purposes can be
obtained.

In the case of the major alloys, such as brass, a
shortage of one component reduces the demand for
the other, but when the specification of materials
required is less exact, as in building and the manu-
facture of domestic appliances, the composition of
the alloys can, within limits, be varied. One metal
may also be substituted for another. The most
important recent example is the substitution of
aluminium—as its relative price fell drastically—for
lead in building, for iron in domestic utensils and for
copper in electrical appliances. Moreover, in some
cases non-ferrous metals can be replaced altogether
by plastics, especially 1n the field of domestic goods.
Important changes in relative prices as between
non-ferrous metals, or non-ferrous metals and other
materials, have usually been followed by significant
substitutions.



About 60 per cent of the rubber consumed in the
United Kingdom goes into motor tyres, and an even
larger proportion in the United States. The remainder
is widely used throughout industry : the manufacture
of footwear, machine belting and cables each accounts
for large quantities. Rubber can replace other mate-
rials, mainly leather and plastics, over a wide field.

Sulphur is the base for an important range of
chemucals, the most important of which 1s sulphuric
acid (accounting in Europe for three-quarters of the
total consumption) and as such it enters into the
production of an extremely wide range of commodities.

In western Europe the main consumers of sulphur
in all forms are agriculture (nearly 50 per cent, mainly
as fertilizers), the textile and rubber industries (15 to
20 per cent, mostly 1in rayon manufacture) ; the
remainder 1s distributed over almost the whole field
of industry. The use of sulphur is concentrated in
the production of commodities the demand for which
has recently been expanding relatively fast and whose
production was 1n fact developed on the basis of
discoveries 1n the properties of chemucals derived from
sulphur ; hence httle consideration has been given to
the use of alternative materials.

2. DEVELOPMENTS IN THE RAW MATERIALS SITUATION SINCE THE WAR

In 1949 and the early months of 1950, it appeared
that the major shortages which had been hindering
European production had largely disappeared. The
markets for internationally traded commodities which
had been scarce earlier had weakened and, as a result,
the use of substitute materials was declining. Europe’s
domestic materials were once again 1n easy supply
and concern was expressed mn many quarters that
plans to expand European capacity were over-
ambitious. In the second half of the year, the whole
market atmosphere was again transformed, and it
became clear that the earlier surpluses were spurious
in the sense that they reflected a temporary deficiency
of demand rather than an excess of supplies over the
needs of an expanding economy.

Coal Production

In 1950, European output of hard coal was 557 mil-
lion tons, 23 mullion tons less than in 1938 and only
215 per cent more than in 1949. In both western
Germany and the Umted Kingdom, the increases
achieved were considerably less than those of 1948
and 1949, and in France and Belgium there was
actually a fall in output.

The limits on German and British production were
set by factors on the supply side: in western Germany
a persistent failure of productivity to rise above
two-thirds of the 1938 level, and in the United King-
dom, where output per man-shift rose for the first
time above pre-war levels, a decline 1n manpower.
In France and Belgium, on the other hand, the fall in
output was due to a lack of demand : the depressed
heavy 1ndustries’ demand fell off in the first part of
the year, the nationalized industries reduced stocks,

and, in the atmosphere of uncertainty thus created,
there was a general tendency for industry’s stocks,
as well as 1ts consumption, to decrease

Thus, in spite of the failure of production in the
two major producing countries to rise, coal appeared
to be in plentiful supply and imports from the United
States were cut from 10 million to 370,000 tons in
1950 and western European imports of Polish coal
by 115 mullion tons. In the United Kingdom, for the
first time since the war, the price of household coal was
reduced in the summer as an incentive to domestic
consumers to lay in stocks , in France nuners were
compelled to work short time.

It was clear, nevertheless, that, once the tempo
of industrial activity quickened again, the current
rate of production was bound to be too low to mect
European total needs and that the balance between
production and consumption 1n the two major western
European exporting countries was already precarious.
The first signs of shortage 1n the importing countries
came, n fact, not 1in the form of an increase in their
demand, but in the form of fears about the United
Kingdom’s position. From August 1950 onwards
British exports began to fall behind schedule and
British and foreign ships were 1ncreasingly forced
to bunker abroad. In the last quarter of the year
British exports to European countries were only about
two-thirds as large as a year earlier and 1n December
only one-half as great as in December 1949. Delivery
agreements were 1n some cases broken and new
commitments were refused. By this time the level
of demand in the importing countries had risen and
the shortfall of supplies was therefore greater than the
decline 1n imports.
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Table 27

PRODUCTION OF HARD COAL AND LIGNITE AND CONSUMPTION OF SOLID FUELS
Millions of tons

SoLip FUEL CONSUMPTION
Country Harp CoAL PrODUCTION LiGNiTE PRODUCTION (hard coal equivalent)
1938 1948 1949 1950 1938 1948 1949 1950 1938 1948 1949 1950
Austria . 0.2 0.2 0.2 0.2 33 33 3.8 43 42 7.5 83 7.8
Belgium-Luxembourg . . 296 267 2719 2713 — — — — 286 306 287 287
Czechoslovakia . . 15.8 17.7 17.0 185 160 236 265 27.5 220 309 324
France . 46.5 433 512 508 1.1 1.8 1.8 1.7 66.8
Saar 44 126 143 STl —  —  — | } 683 714 66
Germany @ . 1770 913 1078 1151 | 1948 1758 1953 208.1 ! . . .
of which western zones 1385 884 1048 1123 686 649 723 758 913 1038 1090
Soviet Zone 60 28 30 28 1258 1109 1230 1323 .
Italy . . 1.5 10 11 1.0 0.9 0.9 08 0.8 13.8 9.8 10.1 9.7
Netherlands 13.5 10 11.7 12.2 0.2 03 0.2 02 140 138 150 16.1
Poland » 381 703 741 718 1.1 5.1 4.6 49 267 417 436
Spain 517 104 10.6 11.0 0.2 1.4 1.3 13 6.6 113 12.1 121
Sweden ¢ 03 0.2 0.2 0.2 —_ — — —_ 8.0 7.5 61 73
Turkey . 26 4.0 42 4.4 0.2 1.0 1.3 12 24 44 46 4.8
United Kingdom 231.8 2128 218.6 219.7 — — — — 186.5 199.4 2009 206.4
Other European countries . 2.5 34 39 4.0 180 285 305 324 27.5 214 269
Total Europe
(excluding USSR) 580 505 543 557 236 242 266 282 614 577 607 627
United Statesd . . 3580 5891 4295 5046 .d o d d .d] 350 5262 4246 4539

Sources see Appendix B.

NoTe — The production data relate to net pithead

Saar Production in the post-war area for that year was (mullions of tons) :
hard coal, 144 5, lhignite, 194 4

the production of opencast coal in the United Kingdom Adjustments have
been made for stock changes of sold fuels except In the case of Austria,
Czechoslovakia, Italy, Spain and Turkey In the case of Germany, Nether-
lands, Poland and Sweden, the pre-war year has not been adjusted.

4@ The production data for 1938 relate to pre-war boundartes, excluding the

Had the winter been severe, the inadequacy of
British coal production would have had serious effects
in the United Kingdom, but, as 1t was, the measures
taken to protect stocks proved sufficient to prevent a
breakdown of production such as occurred in 1947.
Some train services were cancelled, and restrictions
were placed on deliveries to domestic consumers, but
the mildness of the weather made it unnecessary to
proceed with the drastic cut of supplies to industry
announced 1n February 1951.

In western Germany, shortages were far more
severe. The demand for coal had increased rapidly
throughout 1950 as industrial output rose. The
Occupying Powers agreed to some reduction 1n
deliveries to other countries ; at the end of the year,
control of the distribution of coal was tightened,
supplies were diverted from power stations, the
maximum use was made of the hydro-electric power

b The di data for 1938 relate to pre-war boundaries Production
in the post-war area for that year was (mullions of tons) hard coal, 706 ,
lignute,

€ The hard-coal production data relate to hard-coal equivalent of low-grade
coal

d The production of hard coal includes a small amount of lignite

stations, and stocks were run down to the lowest
possible level. By January 1951 no more relief could
be gained by these means, and unemployment directly
attributable to a shortage of coal arose, while elec-
tricity cuts, which would have been more serious 1f
rainfall had not been plenuful, were imposed to
replenish stocks at power stations.

Late 1n 1950, both the normal importing countries
and the Umted Kingdom began to place orders again
for American coal. These exceptional cargoes helped
to make shipping space scarce, and freight rates rose
sharply, so that the freight on American coal, $10 to
$15 a ton, itself exceeded pithead prices in Europe.
The price of imports from Poland, which had fallen
to $10 a ton in the summer of 1950, rose in sympathy
and early 1n 1951 was as high as the landed cost of
United States coal.



Steel Production

European production of crude steel in 1950 was
61 mullion tons, about 11 per cent higher than in
1949. Nearly half the extra output came from western
Germany, which was permitted to exceed the limit
previously set by the Western Occupying Powers.
German output was still one-third below the 1938
level ; output in Austria, Belgium, France, Luxem-
bourg, the Saar and Spain was also still below previous
peak levels, and in Italy not above the record output
of 1938. In the biggest post-war producing country,
the United Kingdom, production in 1950 was nearly
one-quarter greater than in the highest pre-war year
and 5 per cent greater than in 1949,

As a result of the depressed state of the French and
Belgian engineering industries, already discussed 1n

Chapter 2, production of steel in Belgium, France,
Luxembourg and the Saar during the first half of
1950 was running at a much lower rate than that
of the previous year ; in France, the upturn did not
come until the last quarter of the year.! The rate of
European production at the end of 1950, about
65 mullion tons per annum, thus considerably exceeded
the average rate of the year and was everywhere,
except in Germany and the Saar, above previous
peak rates. This output had, however, been achieved
by running down stocks of steel-making materials
in the United Kingdom, for instance, more than
half the extra output of 1950 came from a reduction
of stocks of 1ron ore, pig-iron and scrap.

! For details of the output of the main producing coun-
tries 1n cach quarter, see Appendix A, Table XI

Table 28

PRODUCTION OF CRUDE AND FINISHED STEEL AND CONSUMPTION OF FINISHED STEEL
Millions of tons

FiNISHED STEEL
ProbucTioN OF CRUDE STEEL
Country Production Consumption
1938 1948 1949 1950 1938 1948 1949 1950 1938 1948 1949 1950
Austria 07 0.6 08 09 0.5 04 05 06 0.4 0.3 04 05
Belgium-Luxembourg 3.7 64 6.1 62 28 47 44 46 09 18 1.3 16
Czechoslovakia . 224 27 2.7 29 13a 1.8 18 . 11a 16
France 62 7.2 91 87 4.1 51 62 60 32 154 61 sy
Saar . 26 1.2 18 19 20 08 12 13 1) 133J |
Germany & 19.6 59 99 133 130 41 7.1 9.5 |f \
of which western zones 179 56 92 121 17 39 65 84 37 61 69
Soviet Zone 17 03 07 12 13 02 0s 11
Hungary 06 08 08 10 04 04
Italy 2.3 2.1 2.1 23 1.7 15 1.6 1.8 18 16 1.7 23
Poland ¢ 1.9 20 23 25 15 . 1.6¢
Spamn 0.6 06 07 08 04 03 04 0.4 04 05
Sweden 10 13 14 15 0.6 08 0.9 09 08 08 10 14
United Kingdom 106 15.1 158 16.6 7.4 107 11.3 120 66 9.3 100 98
Other European
countries 07 1.5 1.8 20 0.8 1.2 14 16 30 38 39
Total Europe
(excluding U.SS.R) 53 47 55 61 36 33 38 42 33 31 34
United States 288 80.4 70.7 877 214 62.8 552 685
Sources see Appendix B a 1937

Note — Crude steel Steel ingots and castings, including special alloyed
steels whether for use by the maker or for sale

excluded

Finished steel * The data relate to hot-rolled products
finished steel 18 apparent consumption —1 ¢, production of finished steel plus
net imports of finished stecl with no allowance for change in stocks

‘Wrought (puddled) 1ron 1s

Consumption of

b The production data for 1938 relate to post-war boundaries Production
mn the pre-war area, excluding the Saar, was (mullions of tons) crude steel,
201, finished steel, 135

€ Apparent consumption in pre-war area

d The production data for pre-war relate to post-war boundaries Production
1 the pre-war area was (milhions of tons) crude steel, 1 4, finished steel, 1 1.



— 64 —

Timber and Wood-pulp

Table 29 shows that European production of sawn
softwood in 1950 was about the same as it had been
in the years 1936-1938. European consumption,
however, which before the war had normally exceeded
production by 12 per cent, was no greater than pro-
duction, as imports from North America and the
present area of the Soviet Union were still only a
quarter of their pre-war volume and only about
compensated the European exports to overseas. The
whole of this decrease in consumption was concen-
trated on the importing countries and, i particular,
on the United Kingdom.

In the years up to 1949, high consumption and low
production in the European exporting countries had
reduced their total export surplus to much below its
pre-war norm and the dollar shortage had prevented
importing countries, particularly the United Kingdom,
from buying large quantities of timber in North
America. In 1950, total supplies from the European

exporting countries—although a post-war record—
were still 20 per cent below pre-war. At the same
time, however, the import requirements of most
European importing countries were greatly increased
as a result of the extensive building programmes in
these countries and also as a result of rather low stocks
1n many countries at the beginning of the year. The
cessation of large-scale exports from western Germany
to other western European countries, together with
attempts to bring the level of forest exploitation in
that country to a more reasonable level,! gradually
led western Germany to revert to its traditional
posttion as a substantial importer 1n order to me=t the
rising demand from its expanding house-building in-
dustry. Thus the sawn softwood supply posttion in 1950
had become even more favourable for the exporting
countries than had been the case 1n previous years.
As a consequence of this development, prices of sawn

1 Production of sawn softwood increased shightly, however,

because the exports which were reduced had mainly consisted
of saw-logs (which were now available for German mulls).

Table 29
PRODUCTION AND CONSUMPTION OF SAWN SOFTWOOD

Millions of cubic metres

ProbuctioN CONSUMPTION 4
Country
1934-1938 1948 1949 1950 1934-1938 1948 1949 1950
Exporting countries
Austria PR 23 16 2.7 31 0.9 1.1 11 1.0
Finland . . 59 4.2 44 4.6 1.2 19 1.6 1.5
Norway . 1.2 1.4 18 14 1.2 1.4 1.7 1.3
Sweden 6.3 5.4 5.9 6.1 25 34 3.0 25
Eastern Europe ® . 134 12.7 12.8 125 11.0 11.5 11.5 11.4
Total of countries listed . . 29.1 253 276 277 16.8 193 18.9 17.7
Importing countries

Belgium . 0.2 03 02 02 1.2 0.7 0.6 0.9
Denmark 0.3 03 0.4 03 1.0 08 1.0 1.3
France . . 22 3.6 36 29 3.0 4.0 3.6 29
Germany : western zones . . 15 59 17 7.8 89 55 69 8.6
Italy . 06 0.7 08 0.8 1.7 1.0 15 1.8
Netherlands 0.1 0.2 0.2 0.1 1.7 1.5 1.6 1.9
Switzerland . 0.8 1.3 13 0.9 08 12 1.2 1.1
United Kingdom 0.4 0.8 0.4 0.4 105 5.6 5.7 49
Other European countries 1.6 1.9 1.6 1.8 24 1.8 2.1 25
Total of countries Iisted . . . . 13.7 15.0 162 15.2 312 226 242 259
Total Europe (excluding U.S.S.R.) 428 40.3 43.8 429 480 41.9 43.1 43.6

Sources see Appendix B

Note — Planks, boards, boxboards, etc, are included, but raway
sleepers are excluded Although the coverage may slightly vary from country
to country, the series relating to each particular country is consistent

a Adjustments have been made for change in stocks in so far as known
Trade between the US S R, and castern Europe has not been taken into
account.

b Including the Soviet Zone of Germany



softwood, which already at the end of 1949 showed
signs of increase, steadily increased in the course of
1950 and by the end of the year exceeded those ruling
at the beginning of the year by 40 to 50 per cent.
The attempts of the United Kingdom to resist the
increases in Swedish prices in the early part of 1950
failed, and practically the whole Swedish export
surplus was placed on other markets. The Swedish
initial asking price in 1950 had been £51 per standard
f.0.b., but during the year most of the Swedish supplies
were sold at prices around £55. The absence of the
United Kingdom from the Swedish market made it
possible for other importing countries to replenish
their stocks and at the same time meet their increased
demands ; imports of these countries in 1950 were
in fact about 2 million cubic metres! higher than in
1949, the greatest increases occurring in imports into
Denmark and the Netherlands. Having failed in
belated efforts to secure sufficient supphes from
Sweden and other European exporting countries, the
United Kingdom was forced, towards the end of the
summer of 1950, to revert to large-scale buying in
Canada. The boom in United States building activity
had, however, greatly increased the prices of Canadian
umber, and the United Kingdom buyers had to pay
prices higher than ever, and also higher than the
prices of Scandinavian timber at the time. This
in its turn encouraged Scandinavian exporters to
ncrease their prices further, and the United Kingdom
later paid prices around £70 to £72 per standard f.0.b.
for Swedish sawn softwood. Total United Kingdom
imports 1n the whole year 1950 were substantially
lower than 1n 1949, and by the end of the year stocks
1n that country were dangerously low. The upward
sweep of sawn softwood prices has continued through
the early months of 1951 and exporting countries are
now asking about £80 to £85 per standard f.o.b.

The demand for wood-pulp has also been rising
fast, especially as paper, paper-board and rayon are
increasingly used 1n substitution for other commo-
dities. In 1950, European production expanded by
about 10 per cent, but was still much below the level
of 1937. In western Europe, considerable production
capacity still exists which cannot be used for lack
of pulp-wood ; there were no imports of pulp-wood
from the Soviet Union in 1950, whereas three million
tons were imported from the same area in 1937.
Pulp manufacturers have to compete with saw-mills
and coal mines for scarce roundwood.

1 Derived from the trade statistics of the importing countries.

The Non-ferrous Metals?

Eastern Europe and the Soviet Union taken as a
whole were, before the war, dependent on imports
for about half of their supplies of copper and lead
and for almost the whole of theirr tin. But these
imports have now shrunk to neglgible proportions
and production of copper in eastern Germany is still
substantially below 1its pre-war level. It 1s not known
to what extent the deficiencies have been made up by
increased production in the Soviet Union—it appears
that tin ore 1s being mined in substantial quantities 1n
the eastern regions and that copper production has
also greatly increased. Eastern Europe’s alumunium
is made from Hungarian bauxite, which 1s also exported
to the Soviet Union ; there 1s considerable production
of zinc 1n Poland.

Western Europe, on the other hand, 1s largely
dependent on overseas sources for supplies for non-
ferrous metals. In 1950, only about one-seventh of
1ts requirements of copper were met by the ore mines
of western Europe and Yugoslavia ; the remainder
was imported from non-European sources, mainly
in the form of metal. About two-fifths of the lead
used and about half the zinc was made from Euro-
pean ores, the balance 1n each case being made up
in roughly equal proportions by imported ores and
concentrates and 1mported metal. Before the war,
some of the imported zinc came from eastern Europe
and the Soviet Union, but since the war almost
the whole of the imports have been obtamned from
overseas. European resources of tin ore are negligible,
but ore is smelted 1n the United Kingdom, the Nether-
lands and Belgium, and Europe 1s actually a net
exporter of the smelted metal.

Western Europe’s consumption of primary copper,
lead, tin and zinc was higher in 1950 than in the
previous year,® the increases varying from 5 to 15
per cent ; but, except in the case of copper, con-
sumption remained lower than 1t had been before the
war. The 1increases in 1950 were due in large part
to the rise in industrial activity in western Germany,
whose consumption of primary metals, however, was
still well below pre-war levels ; this was the main
reason for the reduction in the total consumption of
the area compared with pre-war years. Consumption

2In al'l‘dlscussmns of non-ferrous metals 1n this chapter,
“ world ion " means app cC on of im-
ported materials by the Soviet Union and eastern Europe

excluding Yugoslavia, plus total consumption in the rest of the
world.

3 Sec Table 30.
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of primary aluminium in western Europe, other than
western Germany, was in 1950 about three times
the pre-war figure.

The shortages of non-ferrous mectals are global,
and 1t 1s therefore necessary for the present purpose

to examine production and consumption in the world
as a whole. Immediately after the war there were
large stocks, especially of scrap metal, to draw on,
but by 1948 the world had reached a new equilibrium
position 1n the sense that production and consumption

Table 31

WORLD PRODUCTION AND CONSUMPTION OF SELECTED NON-FERROUS PRIMARY METALS
Thousands of tons

CONSUMPTION
World Net exports to|  Chanee in
Metal and year | production a World b Umted | Restof |USSR and| Sialege | Resduald
States world ¢ eastern
Europe

Aluminium

1936-1938 405 392 119 265 8 — + 13
1948 1,115 1,129 642 468 19 — - 14
1949 1,125 1,100 596 497 7 — + 25
1950 1,295 1,311 811 488 12 — — 16
1951 1,500 1,400 + 100 —

Copper

1936-1938 1,795 1,744 553 1,070 121 — + 51
1948 2,120 2,115 1,141 950 24 + 10 - 5
1949 2,100 1,854 836 995 23 + 160 + 86
1950 2,340 2,227 1,196 1,015 16 + 200 — 87
1951 2,480 2,330-2,360 + 12010 150 —

Lead

1936-1938 1,575 1,530 435 1,030 65 — + 45
1948 1,355 1,299 659 640 — + 5 + 51
1949 1,485 1,216 539 670 7 + 190 + 79
1950 1,610 1,515 785 725 5 + 150 — 55
1951 1,675 1,645-1,655 + 2010 30 —

Tin

1936-1938 183 166 64 80 22 —_ + 17
1948 160 138 61 3 4 + 24 - 2
1949 171 120 48 67 5 + 52 -1
1950 175 154 77 74 3 + 45 — 24
1951 183-188 150-166 + 221033 —

Zinc

1936-1938 1,325 1,297 484 855 —42 — + 28
1948 1,490 1,468 756 700 12 + 50 - 28
1949 1,600 1,456 685 760 1 + 100 + 44
1950 1,720 1,755 911 840 4 + 115 —150
1951 1,850 1,770-1,800 + 5010 80 —

Sources and methods see Appendix B

Note — In so far as information on change in stocks i1s available, the
figures for consumption relate to actual consumption  The hgures of world
production for 1951, together with the figures for the addition to strategic
stocks, are estimates and are therefore in italics World consumption 1n
1951 1s derived as a residual

a Excluding the US S R and castern Europe other than Yugoslavia

b Including consumption of imported metals 1in the USSR and eastern
urope, but lud: their of de production
¢ Excluding net exports to the USSR and eastern Furope other than
Yugoslavia
d This residual represents the net result of (1) changes in commercial stocks
in the main consuming countries and (u) the statstical discrepancies
described 1n Appendix B
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were again more or less equal. The dollar prices of
copper and tin were then about 125 per cent higher
than 1n 1938 ; in the case of zinc and lead the rises
in price over the same period had been 185 and 285
per cent respectively. Consumption of primary lead
seemed to have settled down well below the pre-war
level : the price rise had brought out increased sup-
plies of scrap, particularly in western Europe, and
accelerated the trend towards the replacement of lead
by other metals, especially by alumintum. The rela-
tively small rise 1n the price of tin was associated
with a reduction 1n tin consumption, made possible
by the development of electrolytic tinplating, which,
it is estimated, made the annual demand in 1948
25,000 tons, or about 20 per cent lower than 1t
would otherwise have been.

Since 1948 there have been three major factors
affecting the balance between production and con-
sumption : a steady expansion of demand in the world
outside the United States, fluctuations in United
States consumption, and fluctuations in purchases for
United States stock-piles. In 1949, consumption of
copper and lead 1n the United States fell by about a
quarter, but this was partly offset over the year as a
whole by purchases for the stock-pile. In 1950, the two
factors worked 1n the same direction : consumption
of all non-ferrous metals rose above the 1948 level,
and 1n the case of aluminium and zinc was as much
as 20 to 25 per cent above 1t, and additions to strategic
holdings continued to be made, though probably at
a reduced rate except 1n the case of copper and zinc,

In 1949, world production of aluminium and copper
remained unchanged, but production of those metals
which had become comparatively dear since the war
continued to expand. Metal fabricators reduced
their stocks of all metals, as Table 37 shows, but this
reduction was more than offset by an increase 1in
stocks left in the hands of producers, smelters and
refiners. In 1950, world production of all metals
expanded. Producers’ stocks were now drastically
reduced ; so also were fabricators’ stocks of copper
and zinc ; but fabricators succeeded 1n increasing
their stocks of lead and tin. These changes appear
to have occurred mainly in the second half of the
year : in the first five months prices 1n general were
stable, and those of lead and tin actually fell ; copper
provides the only example of a significant rise in price
during that period. After the outbreak of the Korean
war, all prices rose sharply, and particularly those of

lead and tin ; but, except in the case of tin, the rises
were brought to a halt before the end of the year.

Towards the end of 1950, supplies of non-ferrous
metals became tight and irregular, and the Govern-
ments of the United States and the United Kingdom
began to prohibit certain non-essential uses and made
supplies for other uses subject to allocation. The
aim of the restrictions was to ensure more regular
distribution to essential users, to restrain prices and
to safeguard supplies for armaments production and
stock-piing.  The restrictions announced in the
United States for the early months of 1951 imply that
civihian consumption of aluminium is to be reduced
by one-third as compared with 1950, of copper by
one-quarter, of zinc by one-fifth, and tin by one-sixth,
and that the consumption of lead is to be stabilized at
the 1950 level. In the Umted Kingdom, the cuts are
two-fifths for zinc, one-fifth for copper and one-tenth
for lead. In most consuming countries, the export of
metal and of semi-finished metal products was gener-
ally either prohibited or made subject to licence.

Sulphur

In recent years, western Europe has derived about
one-quarter of 1ts supplies of sulphur from natural
sulphur and the rest from sulphur-bearing materials,
of which pyrites 1s the most important. Pyrites is a
domestic European product obtained mainly in the
Iberian peninsula, Scandinavia and Italy ; a small
part is exported. One-quarter to one-third of the total
western European supplies ! of natural sulphur are
normally produced 1n Italy ; almost the whole of the
rest 1s imported from the United States. In 1950,
Italian production of natural sulphur was about 10 per
cent higher than that 1n 1949, but a fall in Europe’s
mmports from the United States more than offset this
increase. The decline in the apparent consumption
of western Europe was, however, mainly due to an
expansion of Italian exports to Australia from under
10,000 to almost 150,000 tons.

Eastern European countries before the war imported
natural sulphur from both Italy and the United States,
but the level of imports, about 65,000 tons in the
years 1936 to 1938, has lately been greatly cut, and
in 1950 imports from Italy, the main supplier, were
only 5,000 tons. These imports have been replaced
by natural sulphur from the developing production of

1 Supplies for consumption and export.
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Table 32
PRODUCTION AND CONSUMPTION OF SULPHUR IN WESTERN EUROPE
Th ds of tons, sulph
1936-
1938 1948 1949 1950
United Kingdom a
Natural sulphur . Net imports 135 354 399 446
Pynites Production and net |mpons 164 98 106 92
Total apparent consumption 299 452 505 538
Change 1n stocks of sulphur + 2 +4 15 - 19
Change 1n stocks of pyrites - 8 + 17 - 14
Germany western zonesa,
Natural sulphur Net 1mports 35 13 25 31
Pynites Production and net imports 498 353 296 489
Total apparent consumption 533 366 321 520
Other western Europe b
Natural sulphur Production 372 212 227 250
Net imports -8 175 192 2
Apparent consumption 294 387 419 252
Pyrites Production 2,363 1,968 2,062 2,110
Net imports —6260 —213 =71 -252
Apparent consumption 1,737 1,755 1,991 1,858
Total apparent consumption 2,031 2,142 2,410 2,110
Total western Europe Total apparent consumption 2,863 2,960 3,236 3,168
of which : natural sulphur . . . . . . 464 754 843 729
pyntes . . . . . . . . 2,399 2,206 2,393 2,439

Sources and methods see Appendix B

NoTE — Sulphur recovered from petroleum and other indus-
trial processes, or derived from spent oxide, zinc blendes and
anhydnite, for which no comparable series are available for both
pre-war and post-war years, has not been included in the table In
1949/50, in O E E C countries as a whole, supphcs of sulphur from
blendes, spent oxide and a of

the Soviet Union and by local production of pyrites ;
eastern Europe and the Soviet Union together are
now, for all practical purposes, self-sufficient in sul-
phur 1n all forms.

World consumption of sulphur and sulphur-bearing
materials has increased very greatly since before the
war.! This great expansion in demand was mainly

1See Tables 32 and 33. Consumption of natural sulphur
and pyrites in the United States and western Europe increased
by 70 per cent between 1936-38 and 1950.

the apparent consumption of sulphur derived from natural sulphur
and pyrites, were respectively about 10, 5 and 8 per cent  The bulk
of spent oxide and anhydnite consumption occurs in the Umited
Kingdom

a All natural sulphur 1s imported

b Including Yugoslavia The Spamsh exports included i this figure
relate to 1935

concentrated in two countries. In the United States,
consumption, even in 1949, was more than twice as
great as it had been in the years 1936 to 1938 and 1n
1950 was over 2!5 times as great. In the United
Kingdom, consumption has been rising steadily since
the war and 1n 1950 was about 80 per cent higher than
it had been before the war. The apparent consumption
of western Germany had still not reached the pre-war
level, but was expanding fast, in the rest of western
Europe apparent consumption was only 4 per cent
higher than in 1936 to 1938.



— 70

Table 33
UNITED STATES SULPHUR SUPPLIES
Th ds of tons, sulph
1936-1938 1948 1949 1950
Natural sulphur . . . | Production . . . . . . . . 2,420 4,947 4,821 5,275
Total exports 624 1,316 1,485 1,502
of which to :
United Kingdom 96 360 400 428
Rest of Europe 189 240 313 240
Rest of world 339 76 m 834
Stock changesa . . . . . +365 —148 —128 —453
Consumption . . 1,431 3,779 3,464 4,226
Pyrites . . . . . .. Productton . . . . . . . 226 395 386 408
Net imports . . . . . 179 51 57 98
Apparent consumption 405 446 443 506
Total consumption 1,836 4,225 3,907 4,732

Sources and methods see Appendix B

a The pre-war figure relates to stocks at mines ,

the post-war

figures include change 1n stocks 1n transit and in producers’ ware-

Note — Sulphur recovered from zinc or copper blendes
or from gas has not been included

Germany has always relied on pyrites for practically
all of its sulphur ; domestic production has not
changed much since the pre-war years, but there have
been considerable fluctuations in western German
imports of pyrites. The remaining western Continental
countries before the war relied on pyrites for about
four-fifths of their sulphur consumption ; the rest was
more than covered by Sicilian production.! Since the
war, Sicilian output has slowly recovered from the low
wartime levels, but 1n 1950 was still 40 per cent below
the 1936-38 average ; n the two previous years it had
fallen short of European needs. The United Kingdom,
on the other hand, even before the war relhed on
imports of natural sulphur for 45 per cent of its
sulphur supplies and by 1948 this proportion had
risen to more than 75 per cent : in 1950, imports of
pyrites (in terms of sulphur equivalent) were down
by nearly 70,000 tons as compared with 1936-38 and
imports of natural sulphur, mainly from the United
States, were up by 310,000 tons. .

The stimulus to this substitution was provided by
the cheapening of natural sulphur and in particular
Umted States sulphur—which cost only one-third

! Despite significant imports from the United States, Cont-
nental western Europe was on balance a net exporter before
the war.

houses, as well as in mine stocks.
stocks accounted for 85 per cent of total producers® stocks

At the end of 1949, mine

as much as supplies from Sicily—in terms of the main
alternative material, pyrites : the delivered price of
Gulf Coast sulphur was, 1n 1950, only 20 per cent
higher than in 1938 while over the same period the c.1.f.
price of pyrites imported into the United Kingdom
(in terms of dollars) had increased by 95 per cent.
The policy of substitution continued to be followed
in the United Kingdom until very recently,? although
sulphur was a dollar commodity and although proved
reserves in the United States could hardly last longer
than a decade or two even if the rate of exploitation did
not increase. The United Kingdom has thus deliber-
ately increased its dependence on American supplies
and was bound to be hit hard by any tendency for
demand in the United States to outrun supply, or by
any move on the part of the producers or the United
States Government to protect stocks and reserves.
Both these things happened in the course of 1950.
United States production was about 10 per cent

1 Figures for the consumption of sulphur and pyrites 1n the
manufacture of sulphuric acid are given in the United Kingdom
Monthly Digest of Statistics as follows (monthly averages in
thousands of long tons) :

December December

1938 1948 1949 1949 1950
Sulphur 6.2 223 25.6 279 29.7
Pyrites 233 18.9 18.8 204 171



higher than in 1949, but, 1n spite of the fact that
total exports increased only slightly (a decline in
exports to Europe being more than offset by an
expansion in exports to other areas) there was a fall
in producers’ stocks between the beginning and the
end of the year equivalent to one month’s output.
At the end of 1950, producers’ stocks were down to
about six months’ production, as compared with the
cover of twelve to eighteen months which 1t had been
usual to hold before the war as a protection against
sudden depletion of individual working deposits—a
danger nherent 1n the conditions under which Gulf
Coast sulphur 1s mined. It was estimated, morcover,
that a continuance of the 1950 rate of production
would exhaust the reserves 1n about twelve years.
It might have been expected that, in this situation,
American sulphur prices would at last have been
raised —1f not by the producers themselves, whose
profits are substantial even at existing prices, then by
Government 1mpost designed to protect a wasting
natural asset and to provide the necessary incentive
for the exploitation of other more costly sulphur-
bearing materials, especially pyrites. In fact, sulphur
prices were increased only shightly,! but in December 1t
was announced that export shipments would be cut by
30 per cent i early 1951. Wholesalers also reduced
current sulphur deliveries to domestic consumers by 15
to 20 per cent as compared with the first three quarters
of 1950, but there was no indication that these unoffi-
cial reductions would be maintained throughout 1951.

Cotton and Wool

In 1950, western European countries consumed, for
the first time since the war, as much cotton as in the
years 1934-1938, and 25 per cent more wool. They
depended on 1mports from overseas for all their
cotton—half from the Umted States—and over 80 per
cent of their wool. Eastern Europe and the Soviet
Union, on the other hand, obtained only one-fifth of
their supplies of both materials from outside Europe
and Soviet Asia. Wool production has been steadily
expanding in central Asia and, 1n 1950, the Soviet
cotton crop substantially exceeded pre-war levels for
the first time.

1 The domestic price was about $22 per long ton in the
spring of 1951, compared with about $18 in January 1950.
The average export price, f.0.b. (as derived from United States
trade statistics), rose from $22.70 per long ton in November
1950 (about the same as in January of that year) to $24.90
n January 1951, °*

World production of cotton 2 had been continu-
ously expanding since the end of the war up to 1949/50,
but only in that year did 1t surpass the pre-war rate,
as food production had restricted acreage during
the war years. Immediately after the war, United
States consumption was high, about 50 per cent
above 1934-38, and stocks accumulated during the
war were being reduced to more normal proportions
In 1948/49, however, United States consumption fell
sharply whie production continued to rise, but
because of the dollar shortage exports took up only
part of the surplus. Hence, while carry-over stocks
i the United States rose by nearly half-a-million
tons, stocks 1n the rest of the world continued to fall.
In 1949/50, United States consumption recovered
and exports rose, but stocks increased still further.
Consequently, in the next crop year, the Government
restricted the acreage under cotton by 20 to 25 per
cent and, in the cvent, 1t fell by rather more —34
per cent. Normally, such reductions, because they fall
on marginal acreage, are followed by an increase in
average yields, but 1n 1950, owing to unsuitable
weather, the average yield fell and the resulting crop
was 38 per cent smaller than 1n the previous ycar.
The recovery mn United States consumption in 1950
therefore created a severe shortage even after a
drastic reduction of stocks, the Government found 1t
necessary to restrict exports to some 70 per cent of
their volume 1n the previous season. Exports from
other countries were increasing, but, with demand
rising all over the world, particularly in Japan, prices
outside the Umited States rose by 150 per cent : by
January 1951, the price of Karnak cotton was more
than two and a-half times the United States price,
whereas normally the premuum varies between 10 and
30 per cent.

Wool stocks 1n the hands of the Briish Common-
wealth and United States Governments were high
at the end of the war and were expected to hang
over the market for a number of years. But in each
post-war season world consumption was 10 to 20 per
cent higher than world production,® and by 1950
world stocks were reduced to normal proportions.
The main reason for this was the high level of con-
sumption 1n the United States which, until 1949, was
twice as high as before the war , ncedless to say,
United States consumption in 1949 fell drastically,

3 Sce Table 34 overleaf.
3 See Table 35 overleaf.
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Table 34

WORLD PRODUCTION, CONSUMPTION AND TRADE IN RAW COTTON
Thousands of tons

o PRODUCTION CONSUMPTION CHANGE
Year United Rest United Western Rest ms:gg:;‘?
World a States of world a World & States Europe of world &
1934/35- d g
1938/39 5,305 2,755 2,550 5,105 1,420 1,525 2,160 + 200
1946/47 3,784 1,886 1,898 5,203 2,206 1,222 1,775 —1,419
1947/48 4,473 2,565 1,908 5,219 2,058 1,372 1,789 — 746
1948/49 5,296 3,223 2,073 5,233 1,729 1,473 2,031 + 63
1949/50 5,878 3,514 2,364 5,477 1,955 1,561 1,961 + 401
1950/51/ 4,715 2,151 2,564 5,800 2,400 —1,085
EXPORTS FROM IMPORTS INTO
Year WORLD EXPORTS ¢ i T
. USSR., China and Rest of
United States  Rest of world Western Europe eastern Europe world h
1934/35- d
1938/39 2,750 1,165 1,585 1,600 360 ¢ 790
1946/47 1,961 780 1,181 1,250 230 481
1947/48 1,749 433 1,316 1,030 305 414
1948/49 2,248 1,045 1,203 1,410 250 588
1949/50 2,525 1,270 1,255 1,490 245 790
1950/51/ 2,200 880 1,320

Sources and methods see Appendix B

Nore — The onginal data have been converted into metric tons by
taking 1 bale = 216 8 kilogrammes, except for the United States, where | bale
has been taken as equivalent to 220 kilogrammes The years are | August
to 31 July
a Excluding China, the USSR and eastern Europe
b Including consumption of imported cotton in China, the USSR and

eastern Europe, but their of grown

cotton

d Excluding the present area of the Soviet Zone of Germany

e Including the present area of the Soviet Zone of Germany

f For 1950/51, the of ductis and exports from
the United States are those given in the January-February 1951 issue of
Cotton—Monthly Review of the World Sutuation, International Cotton
Advisory Commuttee The figure for exports from the rest of the world
has been estimated by the Research and Planning Division, Economic
Commussion for Europe

g Excluding trade belween the USSR, China and eastern Europe.

h t between recorded quantities of world

¢ Including statistical discrepancy ansing out of lack of complete P
bility between the production and consumption series

imports and cxpom

Table 35

WORLD PRODUCTION AND CONSUMPTION OF RAW WOOL
Thousands of tons, clean basis

CROP YEARS @ CALENDAR YEARS b
Consumption
Year World World Change
produc-  consump- in world Nc! exports to
tion ¢ tion d stocks World 4 ‘é;‘;::g Vl;’:::;:m l\lvf)srtl do:' U.S.S.R. and
pe Eastern Europe
1934/35-1938/39 845 833 + 12 833 150 480/ 138 652
1945/46 861 792 + 69 944 339 430 153 22
1946/47 883 986 —-103 1,021 321 512 153 35
1947/48 877 1,047 —170 1,066 320 551 160 35
1948/49 891 1,039 —148 1,005 232 567 165 41
1949/50 914 1,054 —140 1 096 289 595 177 35
1950/51 935 1,065 ~130

Sources and methods see Appendix B
a Seasons beginning 1 July
b Pre-war, first year indicated , post-war, second year indicated
¢ Excluding the US.SR and castern Europe
of d wool in the USSR and castern
their of d wool

Europe, but

e Excluding net exports to the USSR and eastern Europe.

J Excluding consumption of raw wool in the present area of the Soviet Zone
of Germany.

# Including consumption of raw wool in the present area of the Soviet Zone
of Germany



and thus the long-term deficit in world production
was temporarily concealed. With the upturn n
business activity in 1950 United States consumption
recovered, consumption in other countries continued
to increase and the deficit was suddenly revealed.
Prices rose rapidly throughout 1950 and did not ease
until February 1951, by which time they were nearly
three times as high as in December 1949.

Rubber

World production of natural rubber, which is almost
wholly concentrated 1n south-east Asia, recovered
rapidly after the war and by 1948 was about 50 per
cent above the pre-war level.l Up to 1949, world
consumption of rubber (all rubber, natural or syn-
thetic) was also rising, a dechine 1n the United States
from 1947 onwards being offset by a rise in the rest
of the world ; even 1n 1947 western European con-
sumption was higher than 1t had been before the
war. Almost the whole of the decline in United
States consumption between 1947 and 1949— 135,000
tons, or 12 per cent—was concentrated on synthetic

1See Table 36.

rubber, the production of which was steadily reduced.
In 1949, the increase in world consumption outside
the United States was insufficient to offset the decrease
1n that country and, although strategic stock-piling
and 1ncreases in exports to eastern Europe and the
Soviet Union helped to prevent a more drastic fall
in world demand, world production ceased to expand
and the price of natural rubber fell substantially.
United States consumption began to recover at
the beginning of 1950, but production of synthetic
rubber was still falling and deliveries of natural
rubber by producers were at exceptionally low levels
owing to political disturbances in both Malaya and
Indonesia ; thus in the first three months of 1950 the
price rose by about 30 per cent. The rising demand
for current consumption during the rest of the year
was met by reversing the trend of synthetic production
and by an extraordinary expansion in the production
of natural rubber, especially on Indonesian small
holdings. But stock-piling demands by government
and industry became almost unhmuted and dollar
prices, which were rising continuously, shot up
through the summer and by November were four and
a-half times the August 1949 price ; since then, unlike
sterling prices, they have not changed substantially.

Table 36

WORLD PRODUCTION AND CONSUMPTION OF RUBBER

Thousands of tons

PRODUCTION CONSUMPTION
N CHANGE IN | CHANGE IN
Year b Western Rest of Eebegpso ;{s STRATEGIC OTHER
Worlda Natural Synthetic | World b U.S.A. Europe worlde and castern STOCKS Stocksd
o Europe B o
1936-1938 1,016 1,012 4 1,050 523 319 137 nt — 34
1946 1,671 851 820 1,492 1,056 264 160 12 +179
1947 1,848 1,280 568 1,763 1,140 349 218 56 +200 —115
1948 2,090 1,549 541 1,930 1,086 463 248 133 +100 + 60
1949 1,959 1,512 447 1,918 1,005 486 269 158 -+ 100 - 59
1950 2,423 1,880 543 2,286 1,279 562 325 120 +120 + 17
1950
Fourth quarter | 2,780 2,130 650 2,435 1,287 620 370 158
(annual rate)

Sources and methods see Appendix B
a Excluding the U S S R, and eastern Europe
b Including imports of the USSR and castern Europe, but excluding their
of d rubber

¢ Excluding net exports to the U S S R. and eastern Europe

d Including statistical discrepancy between recorded data on production,
consumption, and estimated change in strategic stocks

€ Excluding consumption of rubber 1n the present area of the Soviet Zone
of Germany

f Including consumption of rubber in the present area of the Soviet Zone
of Germany
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3. THE PROSPECTIVE SUPPLY PoSITION IN 1951

A further drawing on stocks cannot be expected
to provide much relief to the raw material shortages
facing European industry. Stocks of coal and steel
are always low in relation to consumption and provide
little 1f any margin for reduction. Stocks of timber
are already so low in many countries as to interfere
with the continuity of production and, in general,
few governments or industries are likely to risk further
depletion of stocks of raw materials at a time when
the prospects of subsequent replenishment are most
uncertain. The supplies necessary to maintain and
expand industrial production 1n Europe will therefore
have to come from its own current output of materials
and from imports.

The supply position 1n eastern European countries
and the Soviet Union cannot be examined in detail
because of the lack of information, particularly on
current developments. Since these countries have
been accustomed to rely on their own resources
rather than on imports, their plans attempt to provide
for a balanced development of production at various
stages 1n the production process. It is, however,
likely that, in countries where industrialization is
proceeding so rapidly, various industries will from
time to time get out of phase with one another, thus
causing temporary bottlenecks in particular materials.

The most serious difficulty expertenced 1n eastern
Europe recently appears to be in the expansion of
petroleum production. Aggregate output in Rumania,
Hungary and Poland, although in 1950 10 per cent
above the previous year’s output, was still 15 per cent
lower than 1n 1938. It 1s not known whether these
eastern European countries are net exporters or net
importers of petroleum in their trade with the Soviet
Union, but output in eastern Europe and the Soviet
Union together was only 17 per cent higher in 1950
than before the war. During the year, efforts were
made 1n both Hungary and Poland to reduce the less
essential uses of petrol and lubricating oils: n
Hungary this took the form of a requisitioning of all
private cars. The great expansion 1n the production
of diesel o1l in the Soviet Union suggests that in the
long run diesel engines will increasingly be substituted
for the less economical petrol engines in motor lorries
and tractors ; experiments are also being made with
electrically driven tractors.

The raw materials problem as it presents itself in
eastern Europe and the Soviet Union has, however,
little influence on supply and demand in the rest of the
world, since their trade with countries outside the
area has been reduced to a minimum, except in rubber
and wool, and even in these commodities their imports
represent a relatively small part of world production.
In general, levels of raw material consumption per
head in the area are relatively low—about two-thirds
of western European per capita consumption in the
case of steel, about one-half for most non-ferrous
metals and cotton and an even smaller proportion
1 the case of wool.

Coal Supplies

Twelve mullion tons of American coal are expected
to arrive tn western Europe during 1951, and imports
from Poland may also tncrease by about 1 mullion
tons, returning to their 1949 level. High transport
costs could be reduced all round by eliminating
cross-traffic, but importers are reluctant to give up
their present contracts, partly because of price con-
cessions and partly for fear of creating precedents.
Efforts are, however, being made to distribute United
States coal rationally and to share out the extra costs
of the imports.

Manpower in British pits has begun to rise slightly
and by March 1951 was 2 per cent above the record
low level at the end of November 1950. It 1s significant
that this reversal of the previous trend followed small
wage increases in October 1950,! and that the net
increase began mainly as a result of a drop 1n the
rate at which miers were leaving rather than a rise
in the intake. Output per man-shift continues to
increase steadily, but slowly, and the Government
expects total production in 1951 to be 3 to 6 mullion
tons greater than in 1950.

In western Germany, output is officially 2 expected
to be 12 million tons higher than in 1950. This
would still leave output well below the pre-war
volume, as would also be true, of course, of the
production level forecast for the United Kingdom.

1 Wages were again increased in February 1951.

3 Derived from the report to the O.E E.C. of the Government
of the Federal Republic on the 1950/51-1952/53 programmes,
Bonn, February 1951,
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All told, increased production within the area and
imports from outside sources can scarcely permut coal
consumption in western Europe to rise by more than
5 per cent in 1951, particularly as stocks were run
down in 1950 and in some instances need to be
replenished. It is extremely difficult to estimate the
extent to which the limit on supplies of coal will also
limit industrial production. In some countries, such
as the United Kingdom, non-industrial consumption
is large and can be restricted so that a given propor-
tionateincrease in total suppliesimplies a larger increase
in supplies for industry ; in others, less coal is con-
sumed in private homes and limitations on the supplies
to industry will be correspondingly more rigild. How-
ever, even over a short period there is no very close
relationship between coal consumption and industrial
output, owing to the great scope for technical economy
and the wide and variable use of coal for central
heating in factories. A major restriction on industrial
production would be a failure to produce sufficient
electricity, but herc again much depends on the
degree of priority given to power stations in the
allocation of coal supplies and on vagaries of the
weather which determine the supplies of water to
hydro-electric reservoirs.

Steel and the Shortage of Steel-making Materials

At the end of 1950, European demand for steel was
running ahead of supply, prices were hardening and
order books lengthening, although production by
the steel-consuming industries had not so far been
hampered by an actual shortage of the commodity.
On the basis of present plans and capacity, including
new plant coming 1nto operation, crude steel produc-
tion 1n Europe as a whole 1n 1951 might be expected
to reach about 70 million tons, compared with an
actual output of 61 million tons in 1950 and 55 million
tons in 1949. Roughly two-thirds of this potential
increase would come from the fuller utilization of
existing capacity in several western European coun-
tries— France, Belgium and Luxembourg—where out-
put was low in 1950, and 1n western Germany, whose
production could be raised to some 13.5 million tons.
Other European countries produced nearer to capacity
in 1950 and could not therefore raise output so much
in the short run. In the United Kingdom, which
alone accounted for one-quarter of European total
output in 1950, no significant expansion can be
expected until late in 1951, when new plant, estimated

to yield about three-quarters of a million tons, comes
into operation.

An increase of 9 million tons, or about 15 per cent,
in 1951 implies that the utilization of capacity is not
held down by a shortage of steel-making materials.
The prospects are not favourable : a shortage of coke
was already limiting western German steel output
at the beginning of 1951, and the shortage of scrap
has now become universal, although as yet actually
affecting current production only 1n 1solated
instances.

The appearance of a scrap problem, affecting the
steel outlook 1n both eastern and western Europe,
follows the exceptionally high rate of scrap consump-
tion! which was made possible in recent years by
supplies from war damage and was encouraged by
the shortage and relatively high price of coke. In
1949, western Germany had exported 3 million tons
of scrap, two-thirds of 1t to the Umted Kingdom.
The progressive exhaustion of war scrap and the rise
in western Germany’s own steel output are reducing
supplies from that source : scrap exports to the
United Kingdom 1n 1950 were 2 mullion tons, of which
three-quarters was 1n the first half of the year ; n
1951 total exports from western Germany are unlikely
to exceed 1 million tons. War scrap is, of course, only
a part of “ old scrap ” and the latter in turn only a
part—roughly one-half in western Europe 1n 1950—
of all the scrap used 1n steel production, and, even if
methods of collection are improved, 1t 1s unlkely
that supplies of other scrap will rise sufficiently to
offset the fall in war scrap, as these other supplies
consist of * circulating ” and * process ” scrap arising
as waste from current production 1n the steel industry
1tself and in the consunmung industries. This means that
an increase 1n steel production of the order of 9 million
tons would have to be fed mainly by pig-iron—that
1s, from an increase in supplies of iron ore and
coke.

Iron ore in turn, however, presents a serious
problem.2 European consumption was around 31
million tons, metal content,3 in both 1949 and 1950.

1 As noted 1in Chapter 2, a comparison of pig-iron and steel
production 1n the Soviet Union suggests that there, too, the
ratio of scrap consumption to steel production has substantially
increased.

2 For a more detailed discussion of this problem, see ** The
Coal and Steel Industries of Western Europe ™, Economic
Bulletin for Europe, Vol. 2, No. 2.

3 All figures on 1ron ore n this section are given in terms of
metal content

\
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European production also remained relatively constant
at only a slightly lower level, imports from overseas
sources outweighing exports of Swedish iron ore to
the United States. Assuming that these exports
—at present running at an annual rate of about
1.2 million tons—do not increase, European countries
may be able to raise their net imports from outside
sources,! although they face strong competition
because of rising demands in the United States. But
by far the greater part of the increase in Europe’s
consumption requirements will have to be met from
increased production within Europe. There 1s no
technical reason why, in time, European production
should not rise substantially. There are considerable
reserves of high grade ore in Sweden and of poorer
grades in France, yet Swedish output was still no
greater in 1950 than in 1938, while French production
was 1 million tons lower than in 1938, when 1t was
already well below the 1929 level. In fact, however,
there is little prospect that the investment in mines,
houses for miners, and transport equipment necessary
for increased production could be carried out suffi-
ciently fast to meet European needs in full in the near
future. Some expansion in iron ore production from
existing capacity can be expected in these and other
European countries, but scarcely enough both to com-
pensate for the scrap shortage and to supply the addi-
tional needs arising from a rapid expansion in steel
output.

In face of the general shortage of coal, it will also
be difficult to provide enough coke to support the
potential increase in steel production, particularly if
more ore is to be used in place of scrap : this diffi-
culty may be eased, however, by imports of coking
coal from the United States, and—in countries where
coal fit for coking 1s also used for other purposes—
by giving coke ovens priority in supplies. It is, more-
over, possible by technical adjustment to produce
metallurgical coke from coal not normally regarded
as ‘“coking coal”. Western European countries
produced 65 mullion tons of coke in 1950 and are
planning to increase output to 78 mullion tons 1n
1951. Despite this increase, excess coking capacity
will still exist in some countries.

Thus, it would be possible to utilize fully European
steel-making capacity in 1951 and to achieve the

1 British imports from Newfoundland, which fell from 300,000
tons 1n 1949 to only 30,000 tons in 1950, are expected to rise
again to 520,000 tons n 1951,

implied increase of 14 per cent over 1950 production
if very energetic measures were taken to produce
more ore and coke and to use ore, of whatever varieties
are available, 1n place of scrap. In addition, although
plans are being made in a number of countries to
stimulate scrap collection, there is great scope for
further improvement and more use could be made
of the price mechanism. All these measures require
a substantial degree of international co-operation : if
they fail, steel output is unlikely to rise much above
the level of the last quarter of 1950.

Timber

It appears, from the trend of deliveries against past
contracts and from contracts for future delvery
recently made, that the United Kingdom wishes to
increase total imports of sawn softwood from 4 to
8 million cubic metres in 1951, mainly for stock-
piling purposes. If extra supplies of timber were not
available from outside Europe, such a big increase
in the demand of one country—equivalent to about
40 per cent of the total export surplus of the European
exporting countries 1 1950—could have serious
effects on supplies for industry elsewhere.

But in fact it seems likely that this deciston has
merely made timber dearer rather than reduced the
supplies available for continental Europe. Western
Germany may perhaps get somewhat less in 1951 than
would be needed to allow its house-building pro-
gramme to continue expanding at the current rate,
but this will be mainly due to the country’s difficult
payments position tn the European Payments Union
rather than to an actual physical shortage.

The saving factor 1s the likely increase in the North
American export surplus. Production of timber in
both Canada and the United States 1s expected to
increase somewhat, and the curtailment of non-
essential building should make the Umted States
demand for Canadian timber lower than it was
during the housing boom of 1950. The United
Kingdom has already placed orders in Canada for
about 2!4 million cubic metres, including amounts
still to be delivered on old contracts, and expects
to be able to buy as much as it wants, though at very
high prices—about £55 per standard f.o.b. plus
freight of £35. In general, it does not seem likely,
if shipping is available, that supphes of timber will
limit European production in 1951 to any greater
extent than in previous years.



Non-ferrous Metals !

The transformation of non-ferrous ores into
finished metals is a long and complicated process
involving many different stages of production. At
the first stage, the ore, which generally has a low
metal content and may contain more than one metal,
is reduced to concentrates, partly in order to save
transport costs. From these, metal is obtained by
smelting ; there follows the stage of refining to various
degrees of purity. Bottlenecks can occur at any
of these points, which, because considerable inter-
national trade occurs at each stage, are often widely
separated geographically. In the case of most of the
non-ferrous metals, the bottlenecks at present occur
at the first stages of the productive process, the
mining of ores, which are 1n general situated outside
Europe. There is thus little or nothing that European
governments can do within their own countries which
can directly increase their supplies of metal.2

The expansion of world copper production is
largely conditional upon the installation of new equip-
ment, both 1n mines now 1n operation and in those
marginal mines which can profitably be operated at
the present level of prices. Production in the United
States is unlikely to continue to expand as fast as
in 1950, when the nise recorded was high, partly
because output 1n 1949 was low, and little further
increase seems to be expected n 1951. In Africa,
coal supplies and raillway facilities set limits to
copper production, while in Chile the increasing
proportion of sulphide ore gives rise to problems
at the subsequent stages of production. In view of
these limutations, world copper production 1n 1951
1s unlikely to rise by more than some 5 to 7 per cent
above the 1950 level. No more than this rate of
increase can be expected in the case of all the other
main non-ferrous metals except aluminium. Tin
prices are relatively high, but production 1s unlikely
to respond sharply, partly because of uncertainty
arising out of the high proportion of output going
into stock-piles and partly for technical reasons : new
dredges are being 1nstalled and old ones rehabili-
tated in Malaya and Siam, but others are due for

1 See 1951 estimates 1n Table 31.

% The one exception to this 1s aluminium. It would not be
difficult to increase the supply of bauxite, but in any case only
about one-third of the bauxite mined has recently been used
to produce aluminium, the rest being used by the chemical
industries ; this proportion could, if 1t were necessary, be
increased. The controlling factor in this case 1s the availability
of abundant electricity.

major repairs, and in Malaya a persistent shortage
of electricity restricts production 1n some of the
mines. In the case of zinc, the output of small pro-
ducers 1s an important part of the total, and recent
price increases should help to maintain expansion
at about the rate of the last two years. The outlook
for aluminium is very different, chiefly owing to the
large expansion of capacity being undertaken in the
United States and Canada. Although this expansion
will not mature for several years, 1t 1s expected to
raise output in these two countries by 170,000 tons
already in 1951 and, together with 1ncreases in
capacity elsewhere, to increase world production by
some 15 per cent over 1950.

In addition to primary production, production
from scrap contributes importantly to the supply of
non-ferrous metals,? especially copper and lead and,
in the United States, tin. Secondary production of
these metals from old scrap in the United States in
1948, for example, amounted to about 60 per cent
of primary lead production, 40 per cent of primary
copper production, and 30 per cent of primary tin
production. Comparable figures for Europe are not
available, but secondary production of lead and
copper 1s known to be greatly above pre-war levels in
the United Kingdom. Further substantial increases
m the rate of collection or use of scrap 1n European
countries appear unlikely within the next year or so :
the greater part of the copper and lead scrap left over
from the war has already been used, and the construc-
tion of new de-tinning plants would be necessary be-
fore secondary production could contribute materially
to European tin supplies.

The Supply Position in Sulphur

The figures in Tables 32 and 33 show that the produc-
tion and policies of the United States are almost the
only determinants of supplies to Europe of natural
sulphur from the outside world. The supply outlook
n the United States appears to reflect, on the one
hand, the need to prevent further depletion of working
stocks and the rapid exhaustion of underground
reserves and, on the other hand, the hesitation of
producers to undertake costly new investment in the
expansion of capacity because of uncertainty whether
s Thé ;upply of old scrap from aluminium 1s, however,
relatively small, since 1t has come into widespread use much
later than the other metals ; most of the secondary aluminium

production 1n recent years has been from scrapped military
aircraft.
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demand will continue at present levels over the long
run. Although production in the first quarter of
1951 ran substantially above the 1950 average rate,
1t 1s not expected to be higher than in 1950 over the
year as a whole. This implies a considerable reduc-
tion, compared with the levels reached in the latter
part of 1950, in supplies available for domestic use
and export, particularly if, for reasons given in
section 2, there 1s to be no further consumption of
stocks. A large part of this reduction is being taken
out of exports : allocations for all * friendly nations ™
for the second quarter of 1951 were finally fixed at
a level equivalent to an annual rate of 1 million tons,
compared with actual exports of 115 nullion tons in
1950. The difference is approximately equal to the
amount drawn from stocks 1 1950, indicating that
the total amount available for current domestic use
i the United States will be about the same as in that
year, unless stocks are restored to higher levels.

Of the total export allocation by the United States
for the second quarter, 38 per cent was earmarked
for the United Kingdom, thus providing it with
90 per cent of its average quarterly rate of imports
from the United States in 1950. The amount remaining
for other countries would thus imply a cut of more
than 40 per cent ; however, as previously noted, other
western European countries have not developed the
same narrow dependence on United States supplies
as the United Kingdom.

Other sources of sulphur are unlikely to provide
any appreciable relief to the shortfall of European
mmports from the United States. Mechanization
would be required to increase Sicilian output of
natural sulphur, and the expansion of pyrites produc-
tion 1n Spain, the largest supplier, would also require
more machinery, as well as more electric power.
Simularly, pyrites production in Norway is limuted
by a shortage of electricity. Pyntes production could
be greatly expanded in the United States, but
the investment required will take several years to
mature. In any event, it would be impossible immedi-
ately to absorb substantially larger supplies of pyrites,
as some time 1s required before sulphur-burning acid
plants can be converted to use pyrites or new plants

established. The recovery of sulphur from town
gas and petroleum refineries is being developed, but
these sources now provide only about 5 per cent of
total western European consumption. The uses of
other sulphur-bearing materials—zinc-blende and
anhydrite—are also being further developed, mainly
in the United Kingdom, but these cannot be
counted upon to provide large-scale relief to the
present shortage within less than about two years.
It is difficult to estimate the balance of supplies from
all these sources in 1951, but in the aggregate sulphur
consumption in Europe can hardly increase signifi-
cantly over 1950, especially as stocks were being
drawn upon during that year. In the United Kingdom,
deliveries to consumers have already been cut by
one-third of the rate of their consumption during the
period from April to September 1950 ; Italy is able
to rely on its own production, and the position of
most other European countries will fall between
these two extremes.

Textile Fibres

It is unlikely that western Europe will be able to
increase its cotton consumption in 1951 above the
level of the previous year, even 1If stocks are run
down. Acreage restrictions in the United States
have been removed, and the 1951/52 crop is expected
to be about 314 million tons, as in 1949/50; but, owing
to the continued expansion of American demand, 1t 1s
unlikely that even this output will be sufficient to
allow exports to return quite to the level reached
during 1949/50 ; stocks are low both in the United
States and 1n Europe and are unlikely to be further
reduced for fear that the new crop may fail to come
up to expectations. A definite easing of the cotton
situation therefore seems improbable before the
calendar year 1952.

World production of wool in the 1950/51 season 1s
expected to be only slightly higher than in 1949/50.
There are long-term difficulties in expanding output
and, 1n the short run, the present high prices can
have Ihttle effect, as wool is not clipped from the
youngest animals. Stocks could probably still be
reduced, but iIf strategic stock-piles take 20,000 to

Notes to Table 37
Sources and methods  see Appendix B

a Excluding strategic stocks

b For tin, latest figures available ; generally end Deccmber, except for Unuted
States, which are end N ¢ United States,
end November

¢ Producers® stocks figure not avarlable, but assumed to be equal to that
at end 1948

d Including main world producers other than Austrahia, Japan, Norway,
Sweden, the USSR and Yugoslavia.

e Including concentrates or metal afloat
S For cotton, stocks relate to | August , for wool, 1 July

8 Excluding United States Government stocks 1n all years, United Kingdom
Government stocks from 1948 and French Government stocks fror 1949
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— VISIBLE STOCKS OF SELECTED RAW MATERIALS ¢

Thousands of tons

Commodity Country Coverage of series 1947 1948 1949 1950 &
Aluminium United States Primary metal at reduction plants . . . . . . . 14 12 26
Copper British countries Concentrates . . . . . 31 29 37
United States Bhster and refined, at producers . . . . . 255 231 286
United States Refined, at consumers 384 3 322 263
United Kingdom Blister and refined. Stocks held by produocrs, Govern-
ment and consumers . 138c 148 145 115
Other British countries Blister and refined, at produccls P .. 71 93 68
Total excluding concentrates .. 794 846 .
United States Refined, at producers . . 69 87 105 44
Other producers d Refined, at producers . . . . . . . . 131 159 134 127
Total. . . . . ... 200 246 239 171
Lead British countries Concentrates . . . . 21 26 28
United States Ore, matte and lead n process, at smelteries . 1 69 87 63
Total concentrates, etc. .. 90 113 91
United States Base bullion and refined, at producers 46 64 96 61
United States Refined, soft and antimonial, at consumers 67 88 74 92
United Kingdom Refined, held by Government and consumers 41 20 52 63
Other British countries Refined, at producers P 33 20 21
Total excluding concentrates . 205 242 237
Zinc British countries Concentrates . . 192 227 243
United States Metal, at producers 62 19 85 8
United States Metal, n transit to, and at, consumcrs . 81 97 84 66
United Kingdom Metal, at producers and stocks held by Govcrnment
and consumers 33 48 66 38
Other British countries Metal, at producers . . . . . . .. 17 21 12
Total excluding concentrates . . 181 256 124
Tin United States 236 248 244 203
United Kingdom, Belgium
and Netherlands Concentrates ¢ : - ; 131 156 113 19
Rest of world 208 146 165 109
Total 57 S5 52 39
United States and Canada 34.1 275 250 21.0
United Kingdom, Belgium .
and Netherlands Producers’ stocks of metale. . ... . 3 105 164 164 87
Rest of world 12.6 130 207 3.0
Total 572 56.9 621 43.7
United States ) 149 149 135 233
Rest of world s Consumers’ stocks of metal I 77 94 65 148
Total . .26 243 200 381
Total producers’ and consumers’ stocks of metal 798 812 821 818
Sulphur United States Producers stocks, at mines, in transit & in warehouses | 3,425 3,277 3,149 2,696
(natural) United Kingdom Government and consumers’ stocks . 86 101 82
Cotton / United States 557 678 1,163 1,506
United Kingdom Producers’ and consumers’ stocks 41 303 352 303
Rest of world 2,632 1,803 1,333 1,467
Total 3,630 2,784 2,848 3,276
Wool / World Government and exporters’ stocks . 502 321 232 65
(clean basis) | World Importers’, merchants’ and consumers’ stocks 675 682 639 697
. Total. . . . . . 1,177 1,003 87 762
Rubber ¢ Prod Natural 233 239 241 249
Umtod Stascs Natural B1 144 18 8
United States Synthetic 63 17 100 55
United Kingdom Natural and synthetic 131 53 41 40
Rest of world Natural and synthetic 385 361 359 426
Total. 943 914 849 859

(For notes, see opposite page )



— 80 —

30,000 tons, as expected, supplies available for cur-
rent consumption will actually be less than in 1949/50.
It is in any case certain that the rate of world con-
sumption will have to be reduced from the high level
of the calendar year 1950. In the calendar year 1951
western Europe may be able to consume as much as
in 1950, by reducing stocks, but after that the stocks
can hardly be reduced further.

The shortage of sulphuric acid will hit the rayon
industry severely : in the United Kingdom, despite
drastic reductions 1n supplies of acid for production
of fertilizers, it is expected that production will be
cut by 15 per cent, and in other western European
countries apart from Italy, it 1s hikely to be reduced
in simlar proportions.  This reduction of rayon
output and the limitations on cotton and wool supplies
mean that total European textile production in 1951
will probably be significantly below that of 1950.

Rubber

Despite the prevailing high price for the natural
product, the prospective supply position of rubber,
including synthetic rubber, 1s likely to be considerably
easter than that of most other major raw materials.
The reactivation of plant in the United States 1s
expected to raise synthetic production from 540,000
tons 1n 1950 to about 800,000 tons 1n 1951 ; the output
of natural rubber is also likely to be higher and, even
if 1t does not exceed the rate of the last quarter of
1950, world output of both types of rubber combined
should rise by some 25 per cent in 1951. Supply is
therefore unlikely to continue to limit industrial con-
sumption, even allowing for the amounts set aside in
official stock-piles under present programmes.

Raw Material Supphes and Industrial Output

The most basic shortages in Europe are likely to be
those of coal, steel and, in the United Kingdom,
sulphur. Coal enters so universally into all production
that, if coal were the sole hmiting factor, 1t would be
impossible to predict the consequential shortfall of
total production without making rather explicit
assumptions as to 1ts allocation between different
industries. But, whatever happens to coal supplies,
1t seems quite certain that the output of steel, owing
to a shortage of iron ore, will be insufficient to allow
either the steel industry or the wide range of metal-
using industries to contribute their full quota td the
13 per cent expansion of industrial production

estimated to be possible in Chapter 2. It is unlikely,
moreover, that this shortfall of output in one group
of industries could, 1n the short space of a year, be
compensated by a movement of labour to other
industries with adequate materials.

The true shortage of coal and steel may even be
greater than will become apparent in the course of
1951 in the sense that particular types of production,
which might have been limited by a shortage of these
two basic commodities, may already have been held
down by a lack of the more specific non-ferrous
metals. As has been seen, the increase in world
supplies of all the non-ferrous metals except aluminium
will almost certainly be modest compared with the
potential demand. How much of this increase n
supplies will accrue to Europe can only be conjectural.
Two factors quite outside the control of European
countries will determine Europe’s supplies of imported
materials : first, the speed with which armaments
production in the United States develops and the extent
to which other production 1s cut ; second, the extent
of United States stock-piling, a non-economic factor
depending on the United States Government’s judge-
ment of the world strategic situation. It has been
mentioned before that stock-piling acted as an anti-
cyclical mechanism 1n 1949 but in 1950 accentuated
inflationary pressures all over the world. It seems
likely that United States stock-piling will be on a
smaller scale in 1951 than 1n 1950, partly because 1t
was realized that a more ambitious programme would
interfere seriously with the development of industrial
production in western Europe.

The following figures show rough estimates of the
increase in  world supplies for consumption and
normal stocking 1n 1951, compared with the increase

in 1950 over 1948 : 1!
(Thousand tons)

Increase 1n

world sup-

ll:cvrveoarslz T t;n ad; 4 p}les ...t.

to strategic stocks or curren
production ¢ use and nor-

mal stocks

1950 1951 1950 1951 1950 1951

over over over over over over

1948 1950 1948 1950 1948 1950
Aluminum 180 205 — 100 180 105
Copper. . 220 140 190 —50to —80 30 190to 220
Lead . 255 65 145 —120to —130 110 185t0 195
Tmn . . 15 8-13 21 —12to —23 —6 20to .34
Zinc 230 130 65 —35to —65 165 165to 195

1A c;;\parlson of 1950 with 1949 would be less relevant
because of the temporary fall in world activity 1n that year.
For total supples, see Table 31.
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The estimates of additions to stock-piles are subject
to a wide margin of error. Nevertheless, 1t seems
likely that world supplies available for current use
in 1951 will be in every casc a few per cent higher
than actual consumption in 1950 ; the excess of the
supplies available in 1951 over the supplies currently
available 1n 1950 is likely to vary from 8 per cent in
the case of aluminium, to 13 to 22 per cent 1n the case
of tin. A prudent policy of cutting non-essential
uses could permut other production to be carried on
without undue difficulty in 1951, if the suppliel are
prevented from going into private hoards. This
proviso is important. So long as governments, pro-
ducers, merchants and fabricators continue to hold
on to their stocks because they expect further price
nflation and shortages, the increased supplies will be
wasted and there will appear to be, and for all practical
purposes theie will be, shortages. In other words,
mn the case of non-ferrous metals, probably more
depends on expectations than on anything clse.

In the case of textile fibres, 1t 1s possible to be
shghtly more dogmatic : the supply situation 1n
cotton, wool and rayon 1s such as to make an actual
reduction 1 total ,European textile output almost
certain. Here again, 1t 1s unlikely that there are any
great possibilities of compensating for this decline
in welfare by diverting labour to other consumers’
goods 1ndustrics.

In gencral, 1t 1s unlikely that large-scale unemploy-
ment will develop 1n Europe as a result of the material
shortages, for 1t 1s one of the characteristics of an

inflationary situation that employers hold on to
labour for which they currently have no use for fear
that it will no longer be available when the shortages
disappear. They are able to do this without cost to
themselves by passing on to consumers the increase
i costs which follows a reduction 1n productivity
when the same labour force 1s employed on a reduced
quantity of raw materials. Thus the most likely
result for Europe as a whole 1s that productivity will
rise by much less than would technically be possible.
Moreover, as for obvious reasons the shortages are
likely to affect particularly the expanding, and there-
fore presumably morc efficient, industries (rayon,
fertihizers, paper, engineering) they are lhkely to
affect adversely the long-run development of Europzan
industry.

It goes without saying that it will be the civihan
rather than the military sectors of the metal-using
industries that will be expected to bear the brunt of
any shortages : 1n general, the evidence so far suggests
that western European countries will make efforts
to maintain investment in fixed capital at about the
1950 level. The conclusion scems tnescapable that 1t
will be mainly the household consumer or the foreign
mmporter who will feel the impact of the shortages
of raw materials of all kinds. In some countries
there will be strong pressure, for balance-of-payments
reasons, to maintain exports of metal goods and of
other goods to take their place, but 1n other countries
the demands of the home market may tend to receive
preference 1n the distribution of available supplies.

4. THE Basic CAUSES OF THE STRAIN ON RAW MATERIAL SUPPLIES

United States Consumption

It 1s shown n Table 38 that the United States’
share 1n world consumption of non-ferrous metals
increased from 1936-38 to 1950 from 30 per cent to
about 60 per cent for aluminium, from 30 per cent
to about 50 per cent for copper and lead, and from
40 per cent to 50 per cent for tin and zinc. Already
before the war the United States consumed half the
world’s supplies of rubber and wood-pulp, and by
1950 these proportions had further risen, that for
wood-pulp to two-thirds. Equally large increases
occurred in the United States’ share of world con-
sumption of cotton and wool. These changes, which
were, of course, due to the fact that the national
income of the United States rose so much more than
that of other countries over this period as a whole, had

a fundamental effect on trading relations between the
United States and the rest of the world, as 15 indicated
by the following figures :

United States net exports (+) or net imports ( -)
(Thousand tons)
1936-1938 1949 1950 1950

4thqtr a
Iron and stecl +1,910 +3,700 -+970 -1,230
Iron and stecl scrap +2,970 — 575 —465 -1,300
Copper ore, concentrates
and mctal. + 88 — 383 --375
Copper scrap + 13 + 1 — 23
Lead ore, concentrates,
metal and scrap -+ 5 — 381 520
Zinc ore, concentratcs,
metal and scrap - 14 - 195 --347
Wool (clean basis) — 104 — 190 - 323

@ Annual rate
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Table 38
CONSUMPTION OF SELECTED RAW MATERIALS
Index numbers Percentage share
1936-1938 = 100 | of Unuted States
PSR n world
Commodity Co?:uln;ggon consumption a
United | Western
Stale§ ) Europe 1936-1938| 1950
Hara coal and lignite & 110 104 .. ..
Crude petroleum . 209 176 ¢ 67 69
Finished stecl 200 105 .. .
Alumium . . . . 680 160 30 62
Copper . . - 215 100 32 54
Lead. .. . ... 180 65 28 52
T .. . . 120 85 39 50
Zinc . . ... 190 90 37 52
Cotton 4 . 140 100 28 36
Wool . P 190 125 18 26
Rayon . 425 185 21 42
Sulphur (natural) 295 160 53 70
Pyrites 125 100 .
Rubber . . 245 175 50 56
Sawn softwood . . 170 88e ..
Wood-pulp . 225 101 48/ 68/

Sources The data have been derived from other tables in this chapter
and 1n Appendix A relating to each commodity shown

a Excluding the USSR and castern Europe, but including net exports to
these countries

b Hard-coal equivalent.

c 1938 = 100

d Pre-war 1934/35-1938/39 , post-war 1949/50

e 1934-1938 = 100

J Wood-pulp and paper products , the figures relate to 1937 and 1949

For each of the commodities shown, the United States
had become a net importer on a substantial scale by
1950, although 1n the case of steel this did not occur
until the last quarter of the year. The changes for
steel and wood-pulp have a direct effect on Europe,
which exports both commodities, and 1n the other
cases they represent an increased claim on common
sources of supply ; the change was particularly
significant in the case of ferrous scrap, where the
large pre-war United States exports to which Europe
had become accustomed were replaced by substantial
net imports.

These increases in the share of the United States
in world consumption and imports have made world
demand even more sensitive than previously to
fluctuations 1n United States 1industrial activity :
while Europe maintains a steady rate of industrial
expansion there will always be a strain on world
supplies of industrial materials whenever an American
boom 1s superimposed.

As seen in the individual sub-sections of section 2,
the United States recession of 1949, and the later
deflation in some European countries, especially
France, weakened markets and retarded the increase
mn production of all materials. However, world
industrial capacity, already much greater than before
the war, continued to expand, so that the process of
long-term readjustment of the supply of raw materials
to industrial requirements was brought to a halt.
Then, as appeared with monotonous regularity in
the oase of all the materials discussed in section 2,
the precarious balances of 1948 and the spurious
surpluses of 1949 gave way to sudden shortages when
the recovery of demand brought world industrial
capacity nearly fully into operation in 1950. The
events of 1949 turned attention away from long-term
problems such as those of sulphur, wool and steel
scrap, and prices, at least in these instances, were
too low in relation to the underlying shortages.

The Temporary Nature of Present Demands

Many of the present shortages are directly attribut-
able to strategic demands. Some evidence of the order
of magnitude of these factors is provided by the
following estimates of percentages of world supplies
of non-ferrous metals which will be required for these
two purposes 1n the United States and western Europe
in 1951 as compared with 1950 : 1

Strategic stock-pile Armaments production
(Percentage of world supplics)

1950 1951 1950 1951

Alummnum . — 7 5-7 20-24
Copper 8 5-6 4-5 10-13
Lead . 9 1-2 4-5 8-11
Tin 23 12-18 34 6-9

Zinc . 6 3-4 34 12-14

It 1s fairly clear that, while such a large proportion
of total world supplies is intended for purposes which
producers may regard as temporary, supply will
continue to prove inelastic. If world full employment
had been continously maintained, rearmament pro-
grammes could have been carried out only by diver-
sion of resources which were previously engaged in
cwvilian production, and there would have been no
net increase 1n the demands for materials. But, things

! The methods of compilation of these estimates are described
in Appendix B.



being as they were, the rearmament boom has also
stimulated the output of civilhan goods, and, in all
countries where total resources were not previously
fully employed, there has been a substantial net
increase in raw material requirements.  Primary
producers had, in 1949, been adjusting themselves
to a level of world demand below full employment
and thus the rearmament demands created a world
shortage greater than would otherwise have been the
case.

Policies of European Countries®

European countries have 1t within their power to
increase the production of all materials which are
normally produced within the area, but in many cases
the output of these 1s held down by failure to adopt
suitable economic policies.  Generally speaking,
compared with pre-war, the output of basic mate-
rials 1n Europe has risen substantally less than
industrial production? and 1n some cases - such as
coal, sulphur, timber and iron ore -1t has fallen
absolutely.  Europe’s resources of coal and iron
ore are sufficiently large and accessible to cover its
requirements.  In both British and German coal
mines still more investment 1s needed and, despite
the improvement that has already occurred, much
remains to be done to improve miners’ conditions
of work relatively to those in other occupations.
Installation of new machinery 1n British pits has fallen
off since 1948, and no serious efforts to install new
machinery 1n the Ruhr have been made since the end
of the war. In the United Kingdom, the rclative
wages of miners are no higher than in 1914 and their
present earnings are normally no greater than those
of printers and many operatives in the engineering
trades. In the Ruhr, miners earn only 15 per cent
more than the average of all male industrial workers.
In both countries, wage systems are antiquated and
badly designed from the point of view of incentives.
In iron-ore nuning, as already seen, the Lorraine fields
require mechanization and houses for new workers.
In Sicily there is enormous scope for improvement
in technical methods as regards both the collection
and the refining of sulphur.

1 For a fuller discussion of coal and steel, see *“ The Coal
and Steel Industries of Western Europe ™, Economic Bulletin
Jor Europe, Vol. 2, No. 2.

* Some tendency for industrial production to increase faster
than the output of raw materials 1s of course normal, as has
already been mentioned in Chapter 1.

In a number of cases, greater use of the price
mechanism would assist in bringing about the neces-
sary increases in production. Although price control
of industrial materials 1s a valuable weapon in the
struggle against cost inflation, 1t is an unfortunate
paradox that these controls have also the effect of
inhibiting necessary adjustments and may lead to
waste of resources or hinder the expansion of produc-
tion. Coal 1s stlll mined at a loss in a number of
British fields, and the internal price in the Umted
Kingdom is clearly below the price which British
coal would fetch 1f 1t were offered on equal terms
to other European countries and to British con-
sumers. The prospective 1mports from the United
States 1n 1951, which may be taken as some measure
of the average European deficit, amount to only
2 per cent of total European production : 1t does not
scem that a very large rise 1n the average European
price would be required to bring about the necessary
economics to elimmate such a small percentage
deficit.  An increase 1n the price would enable higher
wages to be paid to miners and thus, at least in the
case of the Umted Kingdom, help to increase produc-
tion. It also appears that the method of charging for
domestic electricity in many countries nulitates against
economy : “two-part " tariffs are employed which
nvolve a lower price for marginal consumption and
thus encourage demands on limited capacity. Hence,
there are chronic breakdowns in power supplies at
peak periods which affect industry and the private
consumer alike. In the present situation, the * two-
part  principle might well be reversed meters could
be designed which charge a higher than average price
for marginal consumption and, even more important,
a higher price at peak periods. It s at present difficult
to follow any policy of rational utihzation of energy
resources ; different countries and consumers are, at the
moment, dependent on decisions which are sometimes
arbitrary and likely suddenly to be reversed ; they
are unable to take much account of relative costs.
It is thus not surprising to find that, since the pre-war
years, European mmporters of coal have swilched
over to other sources of encrgy to a relatively greater
extent than European producers.® The price of steel
scrap 1s still held down by deliberate action of steel
producers, thus discouraging collectton and encourag-
ing an artifictally high demand. If scrap prices were

1 Sec Econonuc Bulletin for Europe, Vol. 1, No 3, Table 4,
p. 18
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higher, more might be done to bring about the neces-
sary increases in the production of iron ore.

Policies of discrimination in favour of domestic
consumers by European producers of basic materials
are widely practised. Such policies may accentuate
the over-all shortages by allowing internal consump-
tion to reach a higher level than would be the case 1f
consumers were forced to economize through compet-
ing in a free market with other Europeans. In addition,
these policies tend to result 1n loss of the gains from
international division of labour and may redound to
the disadvantage of producing countries 1f they retain
for internal consumption basic materials which would
yield a greater return if exchanged for materials from
other countries.

Prospects  for increasing Production of Imported

Materials

Self-cvidently, Europe 1s dependent on the expansion
of production overseas for increased supplies of mate-
rials which she cannot produce at home. In the case
of thesc materials, the paradox about priccs already
referred to presents itself tn an acute form. It has
already been scen in Chapter 1 that Europe 1s in
danger of an acute cost-inflation caused by the rise
in prices of primary commodities imported from the
outside world. Yet these high prices are themselves
an inducement to the increased production which the
world and Europe require. It 1s therefore important
to examine the extent to which present plans and
prospects for increased production provide com-
pensations for the damage being done by the present
high prices.

The prospects of an adequate increase in production
in the longer run look hopeful for alumunium, tin,
cotton and rubber, but the outlook for other materials
may depend on a more direct interest being taken by
Europcan countries 1n their development. Plans to
develop production of non-ferrous metals in the
United States seem small 1n relation to the rate of
expansion achieved, for example, 1n the ycars 1927-
1929 : there are no signs that the supply situation

for these commodities will improve immediately after
1951 ; western Europe will probably have to rely
on an increase in production in new territories.
Similarly, the eastern European countries and the
Soviet Union are basing their expansion less on re-
sources already developed than on the potentialities
of the territories in the eastern regions of the Soviet
Union.

The production of wool raises difficult problems.
Wool prices, like cotton prices, fell relatively to food
prices during the war, thus adversely affecting produc-
tion, particularly 1in the United States. Australian
production was affected by drought from 1944 to 1946
and South-African production also more recently.
In both countries, producers scem to have reached
the margin set by chmate, given present capital
equipment and technology. It is possible, however,
that higher production might be brought out by long-
term arrangements guarantceing markets, as farmers
believe the present prices to be temporary.

For the time being, however, there 1s very httle
evidence of concerted international action for over-
comung shortages. In general, therc 1s a tendency
for each country to want allocation schemes for the
commodities which 1t has difficulty in obtaining and
to be agamst allocation schemes for commodities
which it controls. -Moreover, the control of basic
materials 1s distributed in a rather random manner
between countrics, with no single country excrcising
over-all dominance. Even countries with no resources
of scarce materials may be essential converters of
such materials 1nto finished goods, for example,
Swiss machine-tool production 1s essential to United
States industry Simularly, western Germany may be
mn a good bargaining position because 1t has excess
manufacturing capacity, and 1s thus able to supply
goods which, under existing conditions, raw-material-
producing countries prefer to gold or dollar balances.
In this situation there 1s great danger that a system
of largely bilateral and ad hoc arrangements will
emerge which will contribute hittle towards a long-term
solution of the basic problems.



Chapter 4

INTERNATIONAL TRADE AND PAYMENTS

Of the vartous influences affecting Europe’s trade
and payments relationships during the past year, three
developments reviewed 1n the preceding chapters were
of primary importance. One of these was, of course,
the continued rise 1n European production, including
the marked recovery in western Germany, and there-
with the further increase in the export capacity of
European countries. A second and much less fore-
sceable dcvelopment was the progression 1n the
United States from economic recovery at the end of
1949 to an inflationary boom at the end of 1950,
entailing an extraordinanly large rise in United States

1. EXPORT AND IMPORT
Food and Raw Material Prices

1t could be foreseen that devaluation would have the
effect of decreasing the prices of European exports 1n
relation to the prices of imports. Some deterioration
in the terms of trade could indeed be regarded as the
mevitable concomutant of devaluation or any other
measures that might be taken to adjust European
export prices to a more competitive basis 1n the
“ buyer’s market ” prevailing at that time. It was
hoped, however, that this deterioration would be
attenuated by two factors which would tend to reduce
1mport costs to European countries. One was the gen-
eral weakening tendency in world markets for primary
commodities which had set in during the months
prior to devaluation. The other was the large size of
the devaluing area, including, as it did, not only most
western European countries, but also most of their
affihated arcas and other overseas countries supplying
the greater part of Europe’s imports of food and raw
materials. With the exception of commodities whose
prices are largely determined 1n the dollar market,
it could have been expected that the export prices
of the devaluing countries would not necessarily rise
unduly in their own currencies and would thus be
substantially lower in terms of dollars. Moreover,
this influence should have tended to spread to the

imports from European countries, as well as from other
sources. A third factor, resulting from currency
devaluation towards the end of 1949 and the accel-
eration in world economic activity in 1950, was the
pronounced shift in international price relationships,
particularly in the level of primary prices compared
with those of manufactured goods. Owing to the
importance of these price movements and their widely
varying effects on different countries, it will be useful
to examune international price developments 1in more
detail before proceeding to an analysis of the changes
in Europe’s trade and payments.

PRICES SINCE DEVALUATION

dollar area and bring some further downward pressure
on the prices of export commodities from that source.

In the event, from the date of devaluation until the
outbreak of war 1n Korea, the prices of exports from
most devaluing countries remained, 1n fact, remark-
ably sticky 1n national currencies and were thus very
much lower 1n dollar terms than before devaluation.
This can be seen 1n the index numbers for June 1950
given 1n Table 39, which compares the change n
primary prices 1n  devalung and non-devaluing
markets respectively. In only a few instances—notably
tin, wool, natural rubber and cocoa—had prices 1n
devalued currencies risen, or prices 1n non-devalued
currencies fallen, enough to re-establish approximately
the pre-devaluation relationship. In the great majority
of cases, prices 1n devaluing countries rematned well
below their equivalent dollar levels before devaluation,
the decrease being generally within the range of 15
to 30 per cent. In non-devaluing countries, on the
other hand, the previous weakening tendency 1n
commodity prices had, 1n most instances, been halted
and given way to new increases by mid-1950, as the
renewed upswing in American industrial production,
together with the stull greater shift in 1inventory
demands, strengthened commodity markets and offset
any downward pressure on prices emanating from the
devaluation area.
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Table

PRICE CHANGES IN BASIC

Index numbers of monthly average price

Group I — Commodities traded on a large scale
Group 1l — Commodities mainly traded within each

PRICE CHANGES IN DEVALUING COUNTRIES PRICE CHANGES IN NON-DEVALUING COUNTRIES
_ June . - June
Commodity June-August 1949 = 100 1950 = 100 June-August 1949 = 100 1950 = 100
1949 1950 1950 1949 -_____195_0__‘____ 1950
December  June September Decemb Decemt December June September December Decen:l:ter .
Grow 1 8 8 78 2
7 7 87 11
Aluminum . . . . . % » B o 0 103 105 12 109
96 112 124 124 110
Copper . . .. . ) 04 121 134 134 1o 108 128 133 142 11
Nickel e 89 107 107 109 102 100 120 120 124 103
Tin. ... .. 74 73 93 141 193 7 75 98 141 186
Fueloil. . . . ... 106 110 17 118 107
Rubber, plantation . . 97 174 307 350 202 107 190 344 438 231
Rubber, synthetic 100 100 100 132 132
Cott h L 91 91 108 174 192 95 106 127 133 126
tton, short staple .|| 14 . 129 190 .. 96 113 142 200 177
Cotton, long staple. . 72 68 86 115 167 .. 72 88 169 235
Jute. . .. ... .. 75 75 75 75 100 95 92 .. 82 87
Hessian . . . . 88 88 88 132 150 119 103 157 202 197
Wool, greasy . 92 112 181 217 194 117 152 207 209 138
Wool, scoured . 81 103 153 165 161 104 109 153 164 156
Linseed . . . .. 82 87 95 97 112 103 109 93 104 96
108 105 108 114 108
Wheat. . .. .. 93 88 88 88 100 99 91 88 88 96
Maize. . . .. 99 111 115 128 115
Cocoa e n n 76 96 135 110 139 198 164 118
Coffee 70 70 91 130 188 176 172 202 195 114
Tea. . . . . 73 3 94 75 103
Copra 81 105 90 97 92 118 124 142 133 107
Coconut oil 82 79 100 102 128 113 114 129 131 114
Sugar 70 78 8 78 100 106 102 142 129 127
Group II
Pigiron . . . .. 3 7 7 n & o0 00 13 104 116 13
76 78 103 111 142
Lead . . : l 79 79 105 114 144 % & 1 126 14
87 123 141 150 119
i 119
Zine : , 87 98 120 125 127 101 12 1 182
73 75 82 133 178
Hard fibres . 83 94 109 140 148 106 89 100 12 126
Silk P 105 104 17 125 119 103 103 130 159 154
Hides . . . . 77 81 110 127 156 103 109 150 167 154
Cement P 72 7 72 72 100 104 104 104 108 104
Lumber . . . . 74 85 88 119 140 97 115 136 119 104
Wood-pulp 100 100 107 135 135 100 100 105 111 111
Sulphuric acid . 75 75 75 80 107 104 104 104 117 113
Rye . 81 86 93 95 11 105 102 99 117 115
Barley . . 90 83 89 94 113 116 132 120 123 93
Qats . . . .. 86 74 82 95 128 116 144 124 149 103
Rice . . . . 80 81 87 87 107 95 93 98 113 121
75 75 5 75 100
Butter 59 59 59 59 100 105 100 105 110 111
70 70 70 70 100
Bacon . 70 67 67 67 100 92 92 104 93 102
Meat 75 75 75 79 106 103 112 13 122 109

Sources see Appendix B

a Index number indicated 13 based on controlled or administered prices
The indices given for non-ferrous metals in the United Kingdom relate

to Munstry of Supply selling prices which, since devaluation, have closely

followed the New York spot quotation The tin marhet 1n London was,
however, decontrolled 1n October 1949.
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quotations expressed in dollars

between devaluing and non-devaluing countries
of the two areas or produced and consumed domestically
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ORIGIN AND SPECIFICATION OF QUOTATION

Commodity
In devaluing countries In non-devaluing countries
Group 1
\;::;sr:::n dc:‘::;:‘;y‘ basic price to producer New York, virgin Aluminium

| London, Ministry of Supply selling pricea .

{ Western Germany, basic price from stocks New York, electrolytic Copper
London, Ministry of Supply selling pricea New York, cathodes Nickel
London, auction price @ New York Tin

United States, Gulf Coast cargoes Fuel oil

|
!
)
{

London, ribbed smoked sheets

India, Janla, including export duty
Egypt, Ashmouni

Egypt, Karnak

India, first grade, including export duty
India, 10%/40, including export duty
Australia, 56's

London, Dominion 70’s

London, Bombay bold

Australia, free export price

London, British West African @

London, Britsh East African @

Calcutta, auction price, export leaf
Indonesia, export price

Malaya, export price

British Dominions, contract price with UK @

United Kingdom, foundry

Belgum, foundry

London, domestic, softa

Western Germany, basic price to producer
London, foreign, duty parda

Western Germany, basic price to producer

London, East African sisal

Italy, raw yellow, export price

London, Cap dry, 18/20 Ib.

London, Portland

Sweden, fir, standard dimension, export price
Sweden, bleached sulphute, export to Europe
London, ex works

Western Germany, domestic

D k, grain exch q

Denmark, grain exchange quotation

Italy, Milan, hulled common

New Zcaland, contiact price with UK. @
Denmark, contract price with UK.
Denmark, contract price with Western Germany a
Denmark, contract price with U K. @

New Zealand, contract price with UK. 4

New York, RSS.

New York, general purpose type
United States, middling 15/16
Brazil, Sao Paulo type

Peru, Pima type, including export duty
Pakistan, middle white

New York, 10/40

Uruguay, 56's

Boston, Territory 64-80°s
Minneapolis, first qualty

Kansas City, domestic

Canada, free export price
Chicago, No 3 yellow

New York, Brazilian

New York, Brazihan

Philippines, export price
Philippines, export price
Cuba, free export price

United States, composite price
New York, desilverized pig

St. Louss, prime western

Mexico, henequen

New York, Manila abaca

New York, Japanese, raw double

New York, packers, light, wet-salted
New York, Portland

United States, Douglas fir, dimension 1
United States, domestic and Canadian sulphite
New York, ex works

Minneapolis, No 2

Miancapolis, No 2 malting

Chicago, No 3 white

New Orileans, Blue Rose Head, clean

Chicago, creamery

New York, slab smoked dry
New York, steer carcasses

Rubber, plantation
Rubber, synthetic

Cotton, short staple

Cotton, long staple
Jute

Hessian

Wool, greasy
Wool, scoured
Linsced

Wheat

Maize
Cocoa
Coflee

Tea

Copra
Coconut oil
Sugar

Group 11
Pig-iron

Lead
Zinc

Hard fibres

Silk

Hides

Cement
Lumber
Wood-pulp
Sulphuric acid
Rye

Batley

Oats

Rice

Butter

Bacon
Meat

Simtlarly, the London cocoa market was re-opened in November 1950 ,
prior to that date, figures relate to Ministry of Food selling prices The London
quotation for Kenya cofice 1s the Ministry of Food selling price during

the whole period

official contract prices negotiated yearly

The indices shown for butter, bacon and meat 1n
the United Kingdom and the western zones of Germany are based on



Several factors combined to account for these
divergences in price movements, measured in dollars,
during the inttial period after devaluation. Some of
the prices listed in the table are for goods which are
mainly produced and consumed domestically and are
thus little influenced by price developments elsewhere:
this is true, in the main, of pig-iron, sulphuric acid and
cement, while the prices shown as paid to farmers in
European countries are also generally sheltered from
outside influences. The dollar equivalent of these
prices therefore generally fell by the full cxtent of
devaluation. In other instances, special factors pro-
duced delays in price adjustments and moderated
their scope. Thus, the influence of British bulk pur-
chase contracts may be seen in the delayed and
incomplete adjustment 1n the prices shown for some
of the United Kingdom’s principal food imports
from other countries.! Sterling prices for butter, bacon
and meat from Denmark and New Zealand were not
affected by devaluation : 1t was stipulated 1n the long-
term contracts that prices should not be adjusted by
more than 714 per cent in either direction, and this
has so far prevented larger increases. For a number
of major commodities moving in international trade,
on the other hand, the relatively sharp fall in the dollar
equivalent of prices in devaluing countrics compared
with prices 1n the dollar area reflects the disappearance
of premiums on supplies from soft-currency sources
which had developed during the earlier period of
severe dollar shortage. Because of the special nature
of the contracts covering such transactions and of
differences in qualities or delivery terms, 1t 1s not
easy to measure these price disparitics, but they are
known to have been of particular importance 1n fats
and oils and 1n non-ferrous metals.?

In contrast to the more diverse tendencies up to
June 1950, commodity prices 1n general, and especially
the prices of raw materials, rose strongly 1n the second
half of the year in both devaluing and non-devalu-
ing countries. Substantial disparities nevertheless
remained, owing to a lag in price increases in devaluing
countries, particularly in the prices of goods largely
produced and consumed domestically or traded mainly
within the devaluation arca. In the important instance

1 Kenya coffee rosc more in price than Brazihian coffee during
the period from June to December 1950, but this 1s also a
reflection of the time lag under the British bulk purchase agree-
ment after the carlier great rise 1n Brazihan coffce prices

# Tin 1s an exception , 1ts price has moved freely and 1n close
parallel in the devaluing and non-devaluing areas throughout
the period covered by Table 39.

of cotton, on the other hand, export prices in devaluing
countries increased much more than in the United
States, and substantial premiums developed on non-
dollar supplies.® This resulted from the export restric-
tions imposed by the United States because of threa-
tened domestic shortages, as noted 1n the preceding
chapter. Other cotton-producing countries, notably
Turkey, India and Peru, faced with stronger foreign
demand and sharply rising prices, imposed export
duties to help combat inflationary tendencies at home.
The Government of India was also motivated 1n dis-
couraging exports by the existence 1n India of a short-
age of cotton so serious that 1t had been compelled to
seek supplies from the United States. In cotton, there-
fore, new interferences with the functioning of an inter-
national market had developed, attributable not to
restrictions on the side of importers, as in the earlier
period of serious dollar shortage, but to restrictions
by exporters. The same type of situation has also
developed 1n other raw materials subject to direct
or indirect control, notably most of the non-ferrous
metals, where high premiums over the * official price
are being asked for marginal supples.

Export Prices of Manufactures

For manufactures, which account for the bulk of
European exports to overseas countries, prices 1in
national currencies have moved even more slowly and
far more moderately since devaluation than those of
primary goods. This conclusion appears to be borne
out by the data in Table 40 showing, in the limited
detail available, the development of export unit
values of manufactures for a number of western
European countries and for the United States and
Canada, compared with the average levels in the nine
months preceding devaluation. Despite the very sharp
devaluation of some of the western European curren-
ctes and the boom 1n raw material prices after the
outbreak of the war in Korea, 1t was only in the case
of British and French textiles that average export
unit values in national currencies increased by more
than 10 per cent even as late as the fourth quarter
of 1950.

3 The price of African sisal also rose substantially in relation
to that of Mamila hemp and, by the end of 1950, was very much
higher compared with pre-devaluation levels This scems to
reflect the reduction, n a period of scarcity, of the premium
which Mamila hemp ordinanly commands over the lower-
grade African fibre.



Table 40

CHANGES IN EXPORT UNIT VALUES FOR MANUFACTURES

Index numbers — January-September 1949 = 100

In national currency |In United States dollars
Country ltiasc zﬁ;g:g Commodity group Second Fourth Sccond Fourth
ype quarter quarter quarter quarter
1950 1950 1950 1950
United Kingdom 1950 Py Textiles 105 115 73 80
Metal goods 104 107 72 74
All manufactures 103 109 72 75
Netherlands 1948 P, Textiles 104 a 73 a
Metal goods 96 .a 67 ..a
All manufactures & 99 . a 69 ..a
Sweden 1948 P, Machinery 101 99 70 69
All manufactures & 96 100 67 69
Germany : western zones 1936 P, Manufactures, half-finished ¢ 81 83 72 74
Finished manufactures ¢ 104 105 86 88
All manufactures & 96 97 81 83
France 1949 P, Textiles 107 116 82 89
Metal goods ¢ 99 93 76 71
All manufactures 107 108 83 83
Italy 1948 P, Textiles 82 92 73 82
Machinery and vehicles 101 90 90 80
All manufactures 89 94 80 83
Belgium-Luxembourg 1948 P, Semi-manufactures 82 94 i 82
Fimished manufactures 86 90 75 79
All manufactures & 85 91 74 80
Switzerland 1938 P, Textles 88 90 87 90
P, Machinery 102 101 102 101
P, All manufactures 97 97 96 96
Canada 1948 P, Textiles 104 124 94 119
Metal goods & 100 115 91 109
All manufactures b 102 112 93 107
United States 1936- P, Semi-manufactures 94 104 94 104
1938 Finished manufactures 94 100 94 100
All manufactures & 94 10t 94 101
Sources and methods see Appendix B a The Netherlands ceased publishing these data in August 1950
Note — It should be noted that indices weighted by moving weights, b Weighted between groups to January 1949

reflect changes of composition as well as 1n prices

P, Unit value index with moving current weights

P, Unit value 1ndex with fixed weights

P, Unit value index with moving anterior weights

P, Umit value index with moving crossed weights

For further clarification, see 1950 Supplement to the Monthly Bulletin of
Stausties, United Nations, page 71

exports

¢ The indices shown for Germany both relate to manufactures, which, in
the German statistics, are divided into Vorerzeugnise (half fimished) and
Enderzeugnisse (imished)

d This unit value wndex, derived from the corresponding volume index,
probably understates the rise in export prices because of a systematic shift
1 exports of mctal goods to less highly processed products
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This relative immobility of prices of manufactures
in national currencies has meant that the fall in the
index of unit values of exports in terms of dollars has
varied considerably from country to country according
to the degree of devaluation, although there was no
devaluing country where export prices 1n dollars 1n
the last quarter of 1950 were not still substantially
lower than before September 1949. Export unit values
for manufactures expressed in dollars for the countries
which had devalued most—the United Kingdom, the
Netherlands and Sweden —were down by some 25 to
30 per cent, while French, western German, Italian
and Belgian unit values were generally of the order of
15 to 20 per cent less than before devaluation. The
princtpal non-devaluing country in western Europe,
Switzerland, registered a substantial decline 1n the unit
value of 1ts textile exports,! but the decrease In 1ts
export prices for manufactures as a whole was very
small, despite the stronger price competition from
neighbouring countries. In the United States and
Canada, the umt value of manufactures averaged as
high as or higher than the pre-devaluation level.

Changes 1n umit values of recorded exports of
course lag behind changes in the prices currently
being quoted by manufacturers to buyers, but 1t
seems unlikely that the index numbers for the fourth
quarter of 1950 still reflected to any great extent
prices resulting from contracts made in national
currencies before devaluation. On the other hand,
the great rise in raw material costs and the upward
tendency of contract prices after Korea are only partly
reflected in the fourth-quarter figures and, therefore,
even on the basis of price levels of manufactures pre-
vailing at the end of 1950, some further increase in
European export unit values may be expected beyond
that shown in the table. Sull greater increases will
follow 1f the inflationary forces now active in European
countries make further headway.

Comparative Changes in Export and Import Prices

The development of prices since devaluation has
been found to be extremely diverse. As seen above,
price movements have varied widely for different
commodities and for the same commodity 1n different
markets. The changes in the levels of import and
export prices of European countries since devaluation

1 This was also true of Italy In general, textile prices were
..

more flexible than prices for other s An

tion of the behaviour of textile imports nto Switzerland in
relation to thewr umit values indicates that textile prices have
been, 1n some instances, sufficiently flexible to offset the effects
of devaluation.

have therefore varied according to the commodity
composition of their trade and according to its
distribution between devaluing and non-devaluing
areas.

The movement of export and import prices of
European countries is shown in Chart 5, giving unit
values both in national currencies and 1n dollars.
The chart shows that export prices, expressed in
national currencies, rose only gradually and moder-
ately up to mud-1950 in countries which had devalued
most—the United Kingdom, the Netherlands and the
Scandinavian countries--and tended to fall in other
countries where there had been httle or no devalua-
tion.2 It also shows that, although import prices
in national currencies naturally rose more rapidly
after devaluation for those countries which had de-
valued most, they remained lower 1n terms of dollars
than for other countries. This 1s partly a reflection
of the fall in price levels in terms of dollars in the
devaluing area relatively to those in the non-devaluing
area which occurred after devaluation | for 1t happens
that the United Kingdom and the Scandinavian
countries and France obtain a much larger share
of their imports from devaluing countrtes than do
Switzerland, Belgium and Italy. This tendency for
import prices to be relatively low in terms of dollars
1n countries with the greatest degree of devaluation
moderated to some extent the deterioration 1n their
terms of trade compared with those of other
countries.

The relative movement of import prices may be
further examined 1n the hght of the data in Table 41.
The first column shows the change 1n exchange rates
on the dollar and thus indicates how much import
prices would have risen 1n national currencies 1if each
country had traded only with the dollar area, and 1f
the prices of exports from the dollar area had remained
unchanged. The second column shows, more realis-
tically, the average change 1n cach country’s exchange
rates on all foreign currencies, weighted according to
the distribution of 1ts imports, and shows how much
the level of import prices would have risen 1f prices
had remained unchanged 1n terms of the exporting
countries’ currencies. It will be seen that, as late as
the second or even the third quarter of 1950, the actual
level of import prices in national currencies was, in
most instances, not very far from their hypothetical

2 The declhine in export unit values for Belgium 1s largely
attributable to the break in its steel export prices from the
relatively high levels previously charged.
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Chart 5§

January-September 1949 = 100
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Table 41

CHANGES IN IMPORT UNIT VALUES, EXPRESSED IN NATIONAL CURRENCIES,
SINCE DEVALUATION

Index of change in Index numbers of import unit values
n ex
(p’:._‘:;::,g ,u:“f,:a:‘ag’: Sn:e;w ) Type (January-September 1949 = 100)
Country Weighted of 1949 1950
On the average for index Fourth —_—- I
U.S. dollar all foreign First Second Thnrd Fourth
currencies @ quarter quarter quarter quarter quarter
Austria 214 185 P, 107 148 160 157 170
Netherlands 144 118 P, 104 109 113 113 120
Sweden 144 118 Py 96 109 1t 112 120
United Kingdom 144 116 Py 105 109 115 119 130
Norway 144 115 P, 105 110 114 115 117
Denmark 144 113 P, 106 111 110 1s 113
France 128 107 P, 104 108 111 113 110
Germany : western zones 126 105 P, 115 113 116 114 124
Belgium 114 95 P, 93 95 97 100 110
Italy 109 96 P, 96 93 92 92 98
Switzerland 100 84 P, 89 88 85 86 91
Sources and methods sce Appendix B, ay to country of imports in the period Janu-

Note. — For explanation of type of index, see Table 40

level as so calculated. These results indicate once
more the relatively limited extent to which export
prices in the devaluing countries had changed and the
importance of the size of the area to which devaluation
extended as a factor in attenuating 1ts effects on any
one country.

After the start of the Korean war, however, this
pattern was broken and import prices began to rise
for virtually all countries, although in varying degree.!
From the second to the fourth quarter of the year,
the increase was greatest in the United Kingdom and
Belgium and smallest in Norway and Denmark.
These variations reflect differences in commodity
composition of imports 1nto these countries. Thus,
raw materials— such as wool and rubber, whose prices
have increased most—weigh heavily in the imports
of the Umted Kingdom, whereas manufactures,
which have risen far less 1n price, make up a consider-
ably greater share of the imports of Scandinavian
countries.

! The decline in the unit values of imports into France and
Denmark from the third to the fourth quarter of 1950 1s difficult
to explain and 1s not consistent with other information available
on the changes 1n their import pnccs The results may be due
to substantial shifts 1n ng
again the deficiencies 1n unit value mdnces as measures of price
changes.

ny-geplember 1955

The commodity composition of exports of European
countries is also reflected in the different degrees of
increase mn the unit values of their exports after June
1950. The increases were greatest for those countries
whose exports consist to a large extent of raw
materials : forest products in the case of Sweden,
Norway and Finland, or cotton in the case of Turkey.
The unit value of Belgian exports also increased con-
siderably because Belgian steel prices now rose again.
For countries exporting manufactures or foodstufTs,
on the other hand, the rise in unit values was still
of very modest dimensions by the last quarter of
the year.

At the end of 1950, therefore, the terms of trade
of the Scandinavian raw material exporters had not
changed greatly from the pre-devaluation period, the
rise 1n their export prices tending to compensate
the higher cost of their imports. As may be seen
in Table 42, their terms of trade were not greatly
different from those of Italy, which had devalued only
slightly and benefited on the side of imports from
lower prices in the devaluing countries, while Switzer-
land, with no devaluation, continued to enjoy a
small but diminishing improvement in its terms of
trade.
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Table 42

TERMS OF TRADE OF SELECTED EUROPEAN COUNTRIES a
Index numbers — January-September 1949 = 100

Type 1949 1950
Country m?jf:x 1948 Fust  Second Thrd  Fourth Fust  Second  Thid  Fourth
quarter  quarter  quarter  quarter quarter  quarter  Quarter  quarter
Austria . P, 114 108 97 96 91 107 113 106 116
United Kingdom . P, 102 102 102 96 102 106 107 106 115
Netherlands . P, 99 101 98 101 103 103 108 116 116
Sweden . . P, 92 98 101 101 100 108 109 107 103
Denmark P, 104 104 101 95 101 108 112 116 112
Norway P, 102 96 105 100 108 113 114 107 105
France P, 102 99 101 100 102 103 108 112 108
Germany  western Zones P, 95 100 99 102 123 119 121 118 120
Belgium-Luxembourg . Py 105 103 99 97 101 111 115 113 116
Ttaly P, 101 97 100 104 103 97 9 102 103
Switzerland P, 106 103 101 96 93 94 90 92 94
Turkey P, 9 100 117 82 83 76 84 81 62
Sources and methods see Appendix B For further sce 1950 Supple to the Monthly Bulletin
Note — Py - Index with moving current weights of Staustics, United Nauons, page 71

P, - Index with fixed weights
P, = Index with moving anterior weights
P, = Index with moving crossed weights

In contrast to all other countries histed in the table,
Turkey’s terms of trade improved greatly, as the
combined effect of not having devalued and of the
weight of raw materials 1n 1its exports. It may be
supposed that this also applied to certain other
countries for which figures are not available, such as
most eastern European countries. On the other hand,
countries exporting chiefly manufactures or foodstufTs,
and which had devalued substantially, faced a deterior-
ation of around 15 per cent in their terms of trade by
the end of the year. This was the situation in the
United Kingdom, the Netherlands, Denmark and
Austria. Despite the upturn in 1ts export prices, the
deterioration 1n Belgium'’s terms of trade was no less
serious because of the relatively high and rising level
of 1ts import prices. The most adverse shift 1n the
terms of trade 1s shown, however, for western Ger-
many. This is mainly explamned by the fact that
western Germany buys a greater share of its imports
in non-devaluing countries than other countries which
had a devaluation of the same magnitude.

For European countries taken as a whole, the
deterioration in the terms of trade with overseas areas
between the pre-devaluation period and the fourth

a The ratio of the import price index to the export price index

quarter of 1950 was nearly 30 per cent.! This 1s
substantially greater than that experienced by any one
country 1n its total foreign trade, a result hardly
surprising, since, 1n the total calculation, intra-Euro-
pean trade 1s excluded. The deterioration 1n the
overseas terms of trade came n two phases. The first
was during the period up to mid-1950 and amounted
to some 15 per cent compared with the nine-month
period preceding devaluation. Most of this shft had
been registered by the first quarter of 1950, and there
was little further change 1n the second quarter. Then,
however, came the great rise 1n the price of raw
material 1imports from overscas countrics and a re-
newed deterioration tn the terms of trade amounting
to an additional 15 per cent by the last quarter of the
year. These changes indicate the amount of increase
1n overseas exports required to obtain a given volume
of imports as a result of price changes already reflected
in the unit values of trade in the last quarter. As has
been noted, however, the unit values do not reflect
the full extent of change in current pricc quotations
even up to that time, still less the further price
mcreases which have occurred subsequently.

! See Table 4.
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2. THE GENERAL PATTERN OF TRADE

Changes in Volume and Value

Exports of European countries, which in the period
immediately following the war were even lower in
relation to pre-war than production, have risen very
much faster than production during the last few years.
The increase from 1948 to 1950 was some 50 per cent,
or—expressed 1n constant prices at the 1949 pre-
devaluation level—from approximately $20 billion
to $30 bilion. As may be seen in Table 43, the
greater part of this increase was in intra-European
trade, although exports to overseas areas also increased
substantially. Over the same period, the total imports

of European countries rose by about 20 per cent, all
of which was accounted for by the expansion of intra-
European trade . imports from non-European sources
declined moderately, a sharp fall in imports from
North America not being fully compensated by an
increase in imports from other overseas countries.

The greater part of these changes, in all instances,
was registered in 1950. This was particularly true
of Europe’s trade with the United States and Canada.
Exports to these countries rose by 75 per cent, 1n
contrast to the small decrcase experienced in the
preceding year, while imports from them were one-
third smaller.

Table 43

TRADE OF EUROPEAN COUNTRIES IN CONSTANT AND IN CURRENT PRICES
Mullions of dollars, imports c.i.f., exports f.0.b.

GERMANY :
Area of destination or origin UniTep KINGDOM WESTERN ZONES REsT OF EUROPE TotAL EUROPE
and year
Exports  Imports Exports  Imports Exports  Imports Exports  Imports
L. In constant prices
(average level Jan.-Sept. 1949)
United States 1948 600 1,600 —a 700 800 3,200 1,400 5,500
and Canada 1949 500 1,700 100 800 700 3,000 1,300 5,500
1950 900 1,100 100 400 1,300 2,200 2,300 3,700
Other overseas 1948 3,900 4,600 —a 400 3,500 5,300 7,400 10,300
countries 1949 4,500 4,800 100 600 4,000 4,700 8,600 10,100
1950 4,800 5,100 500 900 4,800 5,500 10,100 11,500
European countries 1948 2,000 2,100 600 500 9,000 9,400 11,600 12,000
1949 2,100 2,600 1,000 900 11,100 11,200 14,200 14,700
1950 2,600 2,900 2,000 1,600 13,200 14,000 17,800 18,500
Total 1948 6,500 8,300 600 1,600 13,300 17,900 20,400 27,800
1949 7,100 9,100 1,200 2,300 15,800 18,900 24,100 30,300
1950 8,300 9,100 2,600 2,900 19,300 21,700 30,200 33,700
IL. In current prices
United States 1948 557 1,641 30 778 858 3,372 1,445 5,791
and Canada 1949 501 1,646 54 836 719 2,990 1,274 5,472
1950 670 1,095 113 441 1,033 2,347 1,816 3,883
Other overseas 1948 3,763 4,619 48 307 3,357 5,298 7,168 10,224
countries 1949 4,111 4,359 129 519 3,725 4,581 7,965 9,459
1950 3,472 3,965 368 778 3,711 5,012 7,551 9,755
European countries 1948 1,996 2,014 642 503 8,877 9,730 11,515 12,247
1949 1,944 2,332 942 883 10,506 10,642 13,392 13,857
1950 1,892 2,169 1,501 1,485 11,092 11,340 14,485 14,994
Total 1948 6,316 8,274 720 1,588 13,092 18,400 20,128 28,262
1949 6,556 8,337 1,125 2,238 14,950 18,213 22,631 28,788
1950 6,034 7,229 1,982 2,704 15,836 18,699 23,852 28,632

Sources and methods sece Appendix B

a Under $50 milhion



It is illustrative of the wide shifts in dollar price
levels produced by devaluation that these impressive
changes in the volume of European trade are reflected
only indistinctly in the figures of values at current
prices also given 1n Table 43. On this bass, the dollar
level of the total imports of European countries has
scarcely varied since 1948, and the increase in the
dollar value of their exports was only some 18 per cent.
These figures are relevant to the evolution of Europe’s
payments position and indicate how far the deteriora-
tion in its overseas terms of trade discussed in the
preceding section offset the great increase in its exports
in relation to imports during the past year, but they
fail completely to show the real changes which have
occurred 1n the volume of goods traded by European
countries amongst themselves and with other areas.

The expansion in European trade, both overseas
and within Europe, has been accompanied by a relative
decline in the leading position held by the United
Kingdom. Apart from the exceptionally severe re-
duction in British imports from North America, this
has not been due to a failure of the United King-
dom’s trade to expand, but rather to the still more
rapid 1increase achieved 1n the exports and imports
of other European countries, especially western
Germany.!

The bulk of the great increase in the foreign trade
of western Germany during the past two years has
been with other European countries, which in 1950
stll took 75 per cent of its exports. Its exports to
overseas countries increased much more rapidly than
those of other European countries, but remained small
in absolute amount, accounting for only about 5 per
cent of Europe’s total exports to overseas countries
1n 1950, as compared with a share of some 15 per cent
before the war.

Owing to the general expansion of demand, the
recovery of western Germany's trade does not appear
to have produced heavy competitive pressure on other
European exporting countries, but was accompanied
by an expansion of their sales in the same markets.
Thus, in intra-European trade, where Germany's
exports doubled 1n 1950, the exports of twenty-three
other European countries taken together rose by
about 20 per cent.

! In trade and payments data presented in this chapter and
elsewhere in the SURVEY, references to “ western Germany
apply to the three western zones of occupation and the western
sectors of Berlin.

95 —

Quarterly Movements in Trade

While the volume of trade of European countries
was much greater throughout 1950 than in the pre-
ceding year, the increase in exports was particularly
marked n the third and fourth quarters. The higher
levels attained 1n the course of the year over the cor-
responding periods of 1949 may be seen in the follow-
ing summary figures of total exports and imports,
including intra-European trade 2

Index Numbers of the Volume of European Trade
(corresponding quarter of 1949 = 100)

Imports Exports
First quarter 113 118
Second quarter 109 120
Third quarter 109 129
Fourth quarter 114 132
Year 112 125

As the increase 1n world economic activity gained
momentum during the year, virtually all European
countries participated 1n this expansion. The streng-
thening of demand, together with the increase in the
quantities of industrial goods and foodstuffs available
from current production, was such as to submerge the
effects of devaluation on the competitive position of
different European countries. All countries which
devalued by 20 per cent or more had, h-wever, high
exports throughout 1950, whereas the rise 1n Swiss
and Belgian exports did not start unuil the repercus-
stons of the Korean war were felt late in the year.

The greatest expansion 1n the course of the year was
in western Germany’s exports, which in the last
quarter were nearly three times as great in volume as
the average level in 1949 and 28 per cent above the
1938 level. A very large expansion was experienced
by France. Its capacity to supply exports in response
to the sellers’ market abroad was relatively great
because of the weakness which had developed in home
demand, which served to release steel and other goods
actively demanded 1n foreign trade. The volume of
French exports in the last quarter was some three-
fourths higher than the 1949 quarterly average
and more than double the relatively depressed level
of 1938.

In contrast to the behaviour of exports, the response
on the side of imports to the changed conditions
n world trade 1n the second half of the year varied

3 The;ciﬁgurcs are derived from the indices of the total export
and import volume of individual European countries given in
Appendix Table XXVII, which 1s also employed as the basis

for the references in the text to the position of individual
countries.



widely. In the Umted Kingdom, there appeared to be
a notable tendency to withhold purchases in the face
of the rise in world prices, and imports 1n the second
half of 1950 remained lower than in the preceding
year despite the substantial increase in 1ts industrial
production and raw material needs over the period.

In most other countries, the volume of imports rose
very sharply in the last months of the year. This was

particularly true of western Germany, where the very
Iiberal operation of import controls permitted an
immediate responsc to the change in world markets
and to the further increase in domestic activity. As
a result, imports into western Germany soared 1n the
last quarter of the year to a level 60 per cent higher
than the average for 1949 and more than onc-fourth
higher than that for 1938.

3. THe DEVELOPMENT OF EUROPEAN IMPORTS

The wide divergence 1n the behaviour of imports of
different European countries in 1950 was accompanied
by a considerable shift in sources of supply and in the
composition of trade. The main movements in imports
of foodstuffs and raw materials ! are summarized 1n
Table 44, which shows the particularly striking fall in
European imports of both foodstuffs and raw materials
from North America.2 These declines tended to be
offset by increcased imports from other overseas

Table 44

IMPORTS OF FOOD AND INDUSTRIAL
MATERIALS BY FOURTEEN WESTERN
EUROPEAN COUNTRIES «
Billions of dollars in pre-devaluation 1949 prices

Food and | Industnial

Area of ongin Year feeding-stuffs | materials
United States and Canada | 1949 20 14
1950 1.2 0.9
Other overseas countrics . | 1949 39 4.2
1950 44 4.7
Total overseas 1949 59 5.6
1950 5.6 56
Europe . .| 1949 1.7 28
1950 2.1 35
Total 1949 76 84
1950 1.1 9.1

Sources and methods see Appendix B

@ Austria, Belgium-Luxembourg, Denmark, France, the western zones
of Germany, Iceland, Ireland, Italy, Netherlands, Portugal, Sweden,
Turkey and the Umted Kingdom

1 Imports of manufactures are discussed in a later section of
this chapter.

3 Appendix Table XXVIII, giving imports into European
countries from the United States of all commodity groups,

sources, to a greater extent, however, in raw materials
than in foodstuffs. At the same time, the imports of
European countries from European sources increased
very substantially 1n both groups of commodities.

Imports of Foodstuffs

Three main features may be distinguished 1n the
development of European food imports i 1950 : a
heavy reduction in total imports of grain, especially
bread grain, by European countries ; increased avail-
abilities of foodstuffs, especially the protective foods,
from European producing countries ; and evidence
of substantial improvements 1n nutrition levels, par-
ticularly in western Germany. These developments
may be considered in the light of Table 45, giving
the quantitics of the principal foods (and also raw
materials) imported by the United Kingdom, western
Germany and other European countries for which
statistics are available.

The reduction 1n European imports of bread grain
by 4 nullion tons was concentrated mainly 1n imports
from North America by western Germany and the
United Kingdom and was one of the major factors
in the improvement of Europe’s dollar position in
1950. British imports of bread grain from other
overseas sources, particularly from Australa, also
declined, whereas western Germany obtained some-
what larger tonnages from Argentina under the new
trade agreement concluded in July 1950. The decrease
in the total amounts taken by these two leading
1mporting countries may be partly explained by a fall

includiag manufactures, shows that a sharp curtailment of
smports occurred for nearly all items specified, with the exception
of copper and manufactures, where a small increase was regis-
tered, and of machinery, where imports have been very nearly
maintained, although * special category ” exports from the
United States largely supplied under military aid programmes
(which contain certain machinery items) have been excluded as
from the second quarter of 1950.
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in the consumption of bread grain, associated with an
improvement in diet as well as with a rise in domestic
production in the case of the United Kingdom. The
major factor appears, however, to have been changes
in stocks. In western Germany, stocks of bread gramn
declined by about 730,000 tons, three-quarters of the
decrease being in Government holdings. In the United
Kingdom, on the other hand, there was only a small
reduction in stocks in 1950, the decline in imports
reflecting rather the exceptionally high level that had
been reached in 1949, when stocks were replenished,
after having been nearly exhausted following a bad
domestic harvest the year before.

Coarse grain imports into western Germany also
fell heavily in 1950 compared with the relatively large
volume taken in 1949, and there were also substantial
declines 1n the imports of Denmark and Sweden. A
movement in the opposite direction occurred 1n the
United Kingdom and also in Ireland and the Nether-
lands. In all countries, however, coarse grain imports
remained well below the pre-war level and, for Europe
as a whole, were 4.2 million tons lower than in the
period 1934 to 1938, a reduction of 36 per cent,!
chiefly because of the great expansion in Europe’s
own production of various other feeding-stuffs, as has
been discussed in Chapter 2.

The increased supply of food imports from European
sources 1s evident in Table 46, giving the origin of
several of the main food commodities imported by the

1 Thus figure refers to the gross imports of European countries,
including intra-European trade.

United Kingdom and western Germany, the two most
important European importers of food. For these
two countries combined, 1mports of meat from Euro-
pean sources doubled 1n 1950, and their imports of
butter and eggs also increased.  Although these
increased 1mports were drawn from various European
countries, the two main sources of supply were Den-
mark and the Netherlands.?

Together with some decline in bread consumption
in a number of European countries, the very sharp
fall in imports of fish and the increased trade in meat
and dairy products are indications of a substantial
improvement in diets. These changes were, however,
concentrated to a large extent in western Germany,
whose imports from Denmark and the Netherlands
increased strikingly under the relatively free import
policy which it pursued. At the same time, there was
a very substantial increase in western Germany’s
imports of fats and oils, which had been particularly
low 1n the earlier post-war years, and of sugar.

The effect of the changes in the volume and com-
position of western Germany’s food imports, together
with its own increased food production, may be seen
n Table 47. It will be noted that, in the high-quality
foods, apparent consumption per capita rose markedly
in 1950, and by the last quarter of the year was not
only comparable with pre-war standards, but was also
at a level equivalent to that in the United Kingdom.

2 In the case of meat, Ireland ranks together with Denmark
as a chief supplier of the United Kingdom.

Table 47

FOOD CONSUMPTION IN THE WESTERN ZONES OF GERMANY AND IN THE UNITED KINGDOM
Kilogrammes per capita— annual rates

Germany Klljnrz:jeo%-n Germany * western zones United Kingdom
Commodity 1950 1950
1935 - 1938 1934 - 1938 1948/49a 1950 Fourth 1950 Fourth
quarter quarter
Cereals. . . . . .. 112 93 126 121 109 98 98
Total meat & . 48 54 18 32 40 42 41
of which pork, bacon, ham 29 12¢ 8 18 25 9 8¢
Sugar, refined . 24 46 21 27 37 35 35
Ouls and fats . 25 19 10 18 20 20 21

Sources sece Appendix B
a Excluding West Berlin.

b Excluding rabbits, game and poultry
¢ Ham and bacon only.
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The increases in German food imports were, to some
extent, achieved 1n competition with the United
Kingdom for European supplies through a more
flexible price policy. Thus, when the Umited Kingdom
refused to pay increased prices for Dutch butter and
eggs following devaluation, the Netherlands diverted
an increasing share of its exports to Germany.!
Whereas the falling-off of Dutch deliveries was com-
pensated by increased British imports of butter and
eggs from other sources, the shift in Dutch exports
of cheese away from the United Kingdom contributed
to a sharp decline 1n total supplies imported by the
United Kingdom, as 1ts purchases from the Umted
States had been reduced after devaluation. British
imports of dairy products other than cheese increased
moderately, however, and 1ts imports of meat were also
substantially higher for the year as a whole than in
1949, although the trend during the ycar was
downward because of the decrcase and eventual
stoppage of meat deliveries from Argentina following
the failure to reach agrcement on prices.

Imports of Industrial Materials

Imports of supplies for industrial use, shown n
Table 45, developed against the background of the
change 1n the course of 1950 from apparent surpluses
to severc shortages on the world markets. Untl the
last quarter of the year, when serious difficulties
1 obtaining supplies appeared, the behaviour of
mmports seemed to reflect the different reactions of
various countries 1n the face of changes in relative
prices after devaluation and of rising prices 1n the
latter half of 1950, and therefore does not conform
to any common pattern.

The change in the economic chmate during 1950
made 1tself felt particularly in the behaviour of coal
imports, derived mainly from European sources since
imports from the Umted States fell to a neghgible
level. In the carly part of the year, the weakness of
demand tended to be the hmuting factor, especially
in France, the leading importer, although 1ts reduced
purchases were offset by increased imports wnto the
smaller coal markets- the Scandinavian countries, the
Netherlands, and Switzerland- whose coal imports
since the war had been relatively low. In the latter
part of the year, limitations on the side of supply

! Lhe large increase in German meat and dairy produce
impoits derived from the Netherlands was also due to the

particularly far-reaching hberalization applied to imports from
that country since the end of 1949.

became relatively more important, as the continued
failure of the leading coal producers to expand output
in the face of their own rising industrial requirements
led them to curtail exports at a time when demand
by France and other importing countries became far
keener.2

Timber imports declined both from European and
from North-American sources. This was accompanted
by wide shifts in the volume and direction of the trade.
Imports 1nto the United Kingdom fell severely and
with serious effects on 1ts supply position, because of
the British refusal to accede to the higher sterling
prices asked by timber exporters after devaluation.
The available supplies were taken by other countries :
Canadian exports shifted to the Umted States as
construction demand 1n that country rose, while
Swedish exports were directed to western Germany
for the same reason. Western Germany’s total timber
supplies thus increased greatly, imports rising by more
than 1 milhion cubic metres while 1ts exports (a tem-
porary post-war phenomenon) fell by about twice
that amount There was at the same time a switch
in the position of France, partly because of the dis-
appearance of western Germany's exports which had
gone largely to France, and partly becausc fire-
damaged timber from the great Landes forest fire had
added exceptionally to 1ts domestic supplies and even
resulted 1n some timber exports 1in 1950.

Among other major products 1mported from
overseas, raw cotton rose by 11 per cent and about
kept pace with the increase 1n cotton textile production
in Europe. Because of the short 1950 crop and the
mmposition of export restrictions, imports from the
United States, the major supplying country, were,
however, drastically reduced comparcd with 1949. In
the case of the United Kingdom, imports of United
States cotton 1n the last quarter were even smaller
than in the seasonally low third quarter, but the total
volume of British imports was maintained through
larger purchases from various smaller producers, 1n
some 1nstances at considerably higher prices. Imports
of raw wool by European countries, on the other hand,
failled to show any increase in face of expanding
production of wool yarn ; this was mainly because of

¢ It should be noted that Table 45 shows gross, not net,
imports  Therefore, imports into western Germany appear in
the table and have cven increased despite its position as an impor-
tant coal exporter. These imports, which are practically entirely
derived from the Saar, reflected partly the development of normal
exchanges of different grades and varieties among producing
countries and partly geographic proximity.
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a decline 1n 1mports 1nto the United Kingdom which
further reduced 1ts stocks.

Imports of non-ferrous metals, partly from overseas
and partly from European sourccs, showed a more
varied behaviour. Copper and tin imports rose
and alununium and zinc fell 1n the total for European
countries, but in most instances new supplies fell
behind current consumption requirements. Imports
of natural sulphur from the United States showed an
increase over 1949 for the year as a whole because
of increased purchases by the leading importer, the
United Kingdom, but these imports began to decline
during the ycar and fell off sharply in the last quarter

following the imposition of export restrictions in the
United States.

Among the major trading countrics, western Ger-
many stands out because of the general and substantial
increase n 1ts imports of various raw materals 1n
1950. The rapid growth 1n 1ts industrial production
was the chief reason for these increases, although the
great upswing which has been noted for the fourth
quarter seemed to reflect some inflatton of demand
for stocking purposes.  Switzerland was the only
country, however, whose imports clearly reflected the
laytng n of reserve stocks of raw materials 1in short
supply, including cotton, wool and sulphur.!

4. THE DEVELOPMENT OF EUROPEAN EXPORTS

Changes in the Competitive Position

In 1950, European exports displaced those of the
United States on a wide scale in world markets.
The relative movements may be seen in Table 48,
showing exports of the leading European countries
and of the United States in the first nine months of
1949 and of 1950. In this table, exports are valued
at the average prices prevailing in the first of these
periods 1n order to show the changes which have
occurred m the volume of trade. Total exports by
the European countries listed, thus expressed at
constant prices, rosc by more than $4 billion from 1949
to 1950, whereas United States exports declined by
$2.4 bilhon.?

The greater part of this shift occurred 1n Europe
itself © exports of European countries to markets
within the area rose, while therr imports from the
United States fell. This was largely accounted for by
the heavy decline in European imports of food and
raw materials from the United States and the concur-
rent risc in intra-European trade 1n these commodities
The decline 1n European imports of manufactured
goods from the United States was of much smaller
proportions, particularly in metals and engineering
goods.

1 These 1increases, which were encouraged by the Swiss
Government, also extended to certain foodstuffs, notably sugar,
imports of which rose from 160,000 tons in 1949 to 326,000 tons
n 1950, while Switzerland’s small home production did not
show any significant varations

2 The figurcs are given as annual rates and cover exports
both to European and to overseas markets

In their overseas trade, European countries experi-
enced a remarkable expansion in exports to the
Western Henmusphere  Whereas in earher post-war
years the increase in their exports had been largely
concentrated 1n the sheltered markets of the sterhing
arca and dependent territories, 1n 1950 more than half
of the total rise 1n overscas exports was 1n sales to
North and South America. About one-third of the
total increase was accounted for by sales to the United
States alone, which responded rapidly to the stimulus
of the boom conditions which developed in the Amen-
can economy during the yeiwr.? In other Western
Hemusphere markets, therc was a general rise 1in
European exports and a fall in United States exports.
Exports of European countries to their afliliated areas
overseas (including the sterling area) increased only
moderately, while United States exports to these
markets dechned. Total exports from both these
sources to this group of countries were, however,
heavily influenced by import restrictions tmposed by
India and South Africa.

Although these broad changes n the relative
position of European and Unuted States exports
occurred shortly after the devaluation of most western
European currencies, they cannot be regarded as the
consequences of devaluation alone  Other important
developments affecting trade during the same period
have tended to obscure the changes produced by

¥ As may be seen in Appendis Table XXIX, Curopean exports
to the United States rose quarter by quarter in 1950, with a
particularly sharp increase after the nuddle of the year The
cxpanston included heavy gains mn items such as metals and

chemicals, sumulated by the growing American demand for
industrial materials
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devaluation in the competitive positions of European
countries, both in relation to the United States and
in relation to one another. These developments
include the general but unequally distributed rise in
export availabilities through increased production,
the liberalization of trade among western European
countries, the tightening of import restrictions 1n
certain major overseas markets, the emergence of
extraordinary import demands in the United States,
and the decline in American financial aid to countries
both in Europe and overseas.

The effect of these extraneous influences is particu-
larly evident in intra-European trade. About one-
third of the total increase in intra-European trade
was 1n food and raw materials and was largely the
result of increased production in the exporting
countries and of the more liberal import policies
adopted by importing countries. Trade in textiles
has also clearly been influenced by other forces,
exports of most countries increasing substantially to
European markets and remaining stable or falling to
overseas markets, 1rrespective of the change 1n relative
currency values. The main explanation, as is shown
below, lies 1in the measures taken towards the liberali-
zation of trade by western European countries.

In metals and engineering products, on the other
hand, the data in Table 48 seem to provide clear
evidence of the change 1n competitive positions
brought about by devaluation. Exports from all
countries which devalued by 20 per cent or more
increased, both to European and to overseas markets,
whereas exports from Belgium, Italy and Switzerland,
as well as from the United States, have fallen or, at
best, remained constant. Much the same conclusion
emerges from an examination of the group “all
other manufactures ” ; exports by countries which
devalued by 20 per cent or more increased substan-
tially in virtually all cases, whereas exports by other
countries showed little tendency to expand.

Among the countries which devalued by 20 per cent
or more, the United Kingdom experienced by far the
smallest export increase. The reason for this 1s to be
found mainly 1n 1ts exports of textiles, which remained
constant in total volume, and in its exports of
machinery and of metals and manufactures, which
increased by only 6 and 12 per cent respectively,
whereas British exports of vehicles rose by 30 per cent.
Western Germany, on the other hand, accounted for
almost one-half of the increase in total European

exports of metals and engineering products, its exports
to Europe expanding by nearly two and a-half times
and 1ts exports to overseas markets by nearly three
times. A large part of the increase in Germany’s
exports, which was much greater than the increase
in exports of other countries whose export prices
were reduced to the same extent, must be attributed
to factors other than devaluation, notably the general
recovery of the German economy. Devaluation in
other countries would seem to have had the effect,
however, of shifting the brunt of the growing German
export competition to the United States and other
countries which either did not devalue or did so only
to a moderate extent.

The Effects of Devaluation

The data given i Tablc 48, although clearly
indicative of the effects of devaluation on relative
competitive posttions, are nevertheless influenced or,
in some 1nstances, dominated by special conditions 1n
one or another of each country’s principal markets
—conditions which may be favourable or unfavour-
able for reasons having nothing to do with devalua-
tion. To eliminate as far as possible the effects of
such extraneous factors, a quite different method has
been employed 1n Table 49, 1n order to analyse the
effects of devaluation on trade in manufactures
—trade in food and raw materials which 1s largely
governed by other factors being excluded. This
method consists in computing the average shift in the
share of various exporting countries in a number of
export markets 1n the first nine months of 1950 com-
pared with the same period of 1949.! The data,
divided 1nto six categories of manufactures, cover
twelve western European countries, divided 1nto two
groups : those which devalued by 20 per cent or
more, among which the United Kingdom and western
Germany are shown separately, and those which
devalued by less than this or not at all. To make the
investigation as broad as possible, exports of textiles
from India, which are of considerable importance,
have been added to the first group, while exports
m all groups from the United States and Japan
have been included with the second group, the data

! The data are derived from the statistics of the exporting
countries expresscd, as indicated in the table, in constant pre-
devaluation prices. In current prices, the results would be quite
different, since, as explained 1n section 1 of this chapter, export
prices of devaluing countries have remained much lower 1n terms
of dollars than before devaluation.
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Table

CHANGES SINCE DEVALUATION IN THE RELATIVE SHARES OF
Group 1 — Exporting countries—

Group II — Exporting countries—

3 METALS AND MANUFACTURTS| 4. MACHINERY 5. 6 VIHICLES
umber Number " Number| g k
Share 1n market Share in market hare 1n market
Exporting country » Area of destination of (simple average) of (stmple average) of (simple averagc)
markets markets | markets o
n 1949 1950 mn 1949 1950 in 1949 1950
sample | 9 monthe)  CHAMEE | camsie | (@ monthsr CAMEC| sample | (@ months) Change
All major exporters of manufactures :
Group | . 4 64 71 +13 67 15 +8 68 81 413
Growp Il . . ‘+ European affiliated arcas 13 % 23 —13 17 B2 _3 18 3 20 -3
Group I . . 29 43 +14 25 2 +7 24 35 +11
Group I : ‘> Other overseas countries 12 i 1 T —14 12 , 75 8 -7 12 ] % 65 -1
Group I . 50 6 +16 52 6 49 60 71 11
Grow Il . ;’ Western European countries | - 14 1 0 4 -6 | ¥ 1 s 9 -9 | M 1 w 2 -
Group I . 48 63 +15 50 8 +8 365 12
Gowll . . " Total » 3 2 3 -5 | ¥ 3 O B I A
Countries in Group I ¢
European affilated arcas 4 13 59 6 +7 13 62 6 +7 13 62 76 +14
United Other overseas countries 1 24 25 +1 11 24 26 42 11 24 32 48
Kingdom >{ Western European countries | 14 18 18 —_ 14 26 25 -1 14 31 41 {4
Total B | 3 % +3 | 3 | 3 40 +3| m |92 S 49
European affiliated areas d 8 2 9 +1 8 - 2 +2 3 f ! !
Germany : Other overscas countries 12 2 1 +9 12 1 5 + 4 8 — 2 + 2
western zones Western European countrics 14 11 23 +12 14 7 16 +9 14 3 9 - 6
Total 34 S 15 410 34 3 9 +6 25 2 + 4
Other European European affiliated arcas 4 6 9 12 +3 9 f f s 8 / f !
exporting Other overseas countries 4 f ! f 4 I s f 3 s s s
countries of >{ Western European countries 14 21 25 - 4 14 19 20 +1 14 19 20 + 1
this group Total U |1 o» rs| oz | B 5 42| 25 |8 3 43
Countries in Group 1l¢
European affiliated areas d 7 13 6 -1 5 ! f s 3 s s /
Belgum-Luxem- | Other overseas countries 10 16 12 -4 10 10 8 -2 7 6 6 -
bourg, Italy >{ Western European countries | 14 28 2 -1 14 16 12 -4 14 12 9 3
and Switzerland - S e e
Total 3l 2015 -~ 6 29 12 9 =3 24 9 .1 =2
European affiliated arcas 4 13 26 16 --10 17 31 23 -8 18 31 19 -12
Other overseas countries 12 5T 46 -1l 12 61 6 —6 12 o6 -l
United States  >{ wegtern Europearcountries | 14 | 21 12 -9 | 14 | 2 27 -5 | 14 | 28 20 -8
Total 39 ¥ 24 10 43 4 35 -6 44 2 31 -1

Sources and methods see Appendix B

d Qverseas members of the sterling area, Canada and the dependent terri-
tories of European countries

a Computed from trade statstics of exporting countries valued at pre-

devaluation 1949 prices

€ Since total imports of manufactures into each export marhct included 1n the
nvestigation are computed as the sum of exports trom thowe supplying

b United Kingdom, western Germany, France, the Netherlands, Sweden,
Denmark, Norway and (for texules only) India

€ Belgium-Luxembourg, Italy, Switzerland, United States and Japan

countries only for which sufherently detarled export statistics are avulible,
the percentage share in the markets and the pereentige shitt from 1949
to 1950 tends to be ovenstated tor the individual exporung countrics which
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49

EXPORTING COUNTRIES IN SELECTED MARKETS FOR MANUFACTURES4

devaluation of 20 per cent or more b
no devaluation or less than 20 per cent ¢

7. CHEMICALS 8 TEXTILES 9. OTHER MANUFACTURES
Nu::xrber Share 1n market Nug}bcr Share n market N":)"b" Share 1n market Area of destination < Exporting country
markets (leple average) markets 7 (simple averige) markets B E‘f‘_"f f\ferage)
m | 1949 1950 m | 1949 1950 ool I 119491950 ’
sample | (9 montey CMANEE | Gorote |9 monthey  CHAMEC | ample | (9 monthsy  CHANEC
All major exporters of manufactures :
62 6 +17 6 70 +4 6 18 +12 4 Group 1
12 } ¥ 31 -1 ° 1 woo ta| ) on D | e amacaess < G0
26 36 +10 39 50 411 3 4  +13 Group 1
12 ] # e -] 2 ! o0 o -u | 12 i ©® s -13 ‘ Other overseas countres *1 Growp 11
49 6 +14 53 55 +12 63 61 44 Group 1
14 ] SU9 14 14 ’ a5 -2 14 P 7 03 4 ‘ Western European countries <I Growp 11
46 56 110 53 58 +5 52 61 +9 Group 1
3 > a4 -0 | B J g n -5 | ¥ J 8 H -9 t Total . ‘ ‘) Group 11
Countries in Group 1 ¢
12 56 60 +4 12 49 4 -5 8 54 63 -+ 9 | European affiliated areasd |
11 24 27 +3 12 24 30 L6 11 27 34+ 7 | Other overseas countries United
14 15 15 — 14 25 8 +3 14 3l 30— 1 | Western European countries | < Kingdom
Ty w43 | o |13 o1 1| 336 40 +4]| Tow s
7 2 7 +5 1 ! r f 6 — 1 + 1 | European affiliated areasd
11 1 8 +7 4 f s S 12 1 4+ 3 | Other overseas countries Germany
14 8 20 +13 14 4 5 + 1 14 5 11 + 6 | Western European countries | < wastern zones
2| s 4 9| v | 4 s +1| 32| 2 6 k4| Tou
6 9 8 -1 6 8 8 — 5 ! s ! European affilated areas Other European
4 f f f 4 s I s 3 f s ! Other overseas countrics exporting
i‘ ~721727 + 1 7714 23 20 =12 14 26 26 — | Western European countrics | € . iried of
2 L ] 24 |16 16 — 2 |24 21 +3 | Tol this group
Countries in Group Il e
7 8 8 - 5 / f s 5 ! ! f European affiliated areas d
9 13 10 -3 10 19 20 +1 10 20 16  — 4 | Other overseas countrics Belgium-Luxem-
14 24 2 -3 14 33034 41 14 24 24 — | Western European countries / < bourg, Italy
o - - s and Switzerland
30 m o1 -2 29 260 27 +1 29 20 18 -2 Total
12 32 7 1 15 9 -6 8 29 19 —10 | European affiliated arcasd
12 4 56 --8 12 45 2 -1 12 52 42 —10 | Other overscas countries
4 | 27 16 1| 1 |12 10 ~2| 14 | 14 9 =5 | WesternEuropean countries | < United States
38 a 312 -9 37 PZ I VA | 34 323 -8 Total S
are inclided  As the sample 1s most complete for the United Kingdom In these over-all percentages for the groups of countrics, the errors arising

and the United States, the overstatements occur mainly 10 the percentages
shown for these two countries
Owing to the overstatements, the sums of the percertages shown separately
for the United Kingdom, western Germany and other devaluing countries
as given n the table are greater than the percentages given for this group
of countriey taken as 4 whole

from incomplete data are of much smaller magnutude and tend to cancel
out

S Tor thiy group the coverage of the sample 15 nadequate for it to be
shown separately , but the higure has, however, been included i the total
for all muhets in the thre areas



for the United States also being shown separately.!
The export markets included in the analysis comprise
forty-four countries, averages being computed both
for this number as a whole and for three subdivisions :
overseas countries affiliated with Europe, other over-
seas countries, and western European countries.? Each
export market, great or small, is given an equal
weight on the theory that a given shift in the distribu-
tion of purchases of a small country may be just
as significant as a like change in a large country in
indicating to what extent devaluation may have
altered the competitive status of different exporters.
The influence of extraneous events in a few main
export markets, which may have a strong influence
on movements in the total volume of trade, is thus
damped down in the simple averages computed in
this way.

The results of the calculation given in Table 49
show clearly enough the considerable effect which
devaluation has had in changing the competitive
status of the two groups of exporting countries :
those which devalued by 20 per cent or more typically
increased their collective share of the world market
by 10 to 15 percentage points at the expense of the
other group of countries which devalued little or not
at all. In those cases where the shift was of smaller
proportions, other special influences seem to have
been at work. This was true of the western European
markets for textiles and for miscellaneous manu-
factures, where trade liberalization outweighed the
effects of devaluation, as will be seen below.®> The
more moderate shift between devaluing and non-
devaluing countries 1n the case of machinery exports
is probably influenced by the long delivery periods

! Exports from these countries —which include all the major
exporting countries of western Europe, together with the United
States, Japan and, in the case of textiles, India—are thus taken
to represent the total imports of the six groups of manufactures
1nto the export markets covered 1n the analysis. This assumption
should not be far from the truth, since the exporters of manu-
factures not included (Canada, Austria and eastern European
countries) supply only relatively small amounts to the export
markets included in the investigation.

2 In order to enhance the comparability of the results, the
United Kingdom, western Germany and the United States have
not been included among the export markets Furthermore, all
markets have been excluded where devaluing countries accounted
for virtually all imports before devaluation and where their share
could not therefore increase very much more, as would be true
of some of the dependent overseas territories.

3 The shift of only 4 percentage points of textile markets in
the affiliated overseas countries 1n favour of countries which
devalued by 20 per cent or more may be explained by the keen
competition of cheap Japanese textiles on Far Eastern and
African markets in particular.

typical of this group of manufactures, so that the
full effects of devaluation would tend to be delayed.

Since the European countries which devalued
accounted, on the average, for a little more than
50 per cent of exports of manufactures from all
sources to the markets covered by the investigation,
an increase in their share of the market by 10 to 15
percentage points would represent an increase in their
relative exports of 20 to 30 per cent.t In so far as
devaluation itself may have contributed to the general
upturn in economic activity and the expansion of
world trade, the gain from devaluation was greater
still.  Since these results have been obtained by a
relative decline in export prices from European
devaluing countries of some 20 per cent against
American prices, it would appear that purchasers in
the export markets did show a significant response
to the change in price relationships.

For the group of European devaluing countries as
a whole, the effect of devaluation thus seems to have
been an expansion in the volume of their exports
(in relation to the general rise in trade) which was
at least as great as the relative decline in their export
prices, measured 1n dollars. Since their import prices,
measured in dollars, also declined as a result of
devaluation, it must be concluded that devaluation
contributed to the improvement in the balance of
payments on current account of the devaluing coun-
tries, even allowing for the import content of the
increased export volume.?

The increases scored by European devaluing
countries have been reflected chiefly in the sharp
reduction in the average share held by the United
States 1n export markets throughout the world. The
universality of this reduction with respect to the
commodity groups and the trading areas specified
suggests that currency devaluation was a very per-
vasive influence, even though in a number of markets
the tightening of import restrictions against dollar
goods may have exercised a still more direct effect.

4 It should be noted that this calculation of 20 to 30 per cent
does not represent the rate of increase in the volume of exports
from devaluing countries over 1949, but the percentage increase
in their share in the market—1.e., the share of devaluing countries
1n 1949 was 50 and 1n 1950 was 60 to 64 per cent. Their share in
the market (ignoring changes in the total volume of sales to the
market) therefore rose by some 20 to 30 per cent.

8 This refers to European metropolitan areas only, For the
European currency area, including affiliated territories, there was
a simultancous improvement in the balance of payments owing
to the increase in dollar prices for certain raw materials ; this
was not, h , due to devaluation,
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The western European exporting countries which
devalued less than 20 per cent or not at all—that is,
Belgium, Italy and Switzerland —typically held much
smaller shares in export markets than the United
States, as seen in Table 49, and any shift in their
share of the total market would tend to be correspond-
ingly smaller. Nevertheless, they have also lost ground
in virtually all the commodity groups and trading
areas specified, and the loss was of considerable
proportions in relation to the total volume of their
exports.1

An examination of the results obtained by various
European devaluing countries reveals striking differ-
ences in the behaviour of exports. Western Germany
took the major part of the gain in most export markets
for those commodities forming the mainstay of its
exports—that is, metals and manufactures, machinery
and chemicals. On the other hand, the United King-
dom increased its share of the market for these
commodity groups only to a very limuted extent,
except 1n the overseas affiliated arcas, where German
exports are hampered by restrictions or established
ties and preferences. The results shown for the
United Kingdom 1n Table 49 make 1ts export perfor-
mance in 1950 appear far less satisfactory than might
be judged from the over-all increase of 16 per cent
in the volume of its exports, which, in 1949, was
already 50 per cent above the pre-war level. It becomes
clear that this expansion was not much more than
that which can be attributed to the general nise in
international trade, especially trade within western
Europe, which alone accounted for about 50 per cent
of the total increase in British exports 1 1950.
Although devaluation apparently served to increase
the percentage share of the United Kingdom in world
markets, the average gain was small compared with
the increases achieved by other smaller exporters
—not more than 2 to 4 per cent of the total market,
except 1n vehicles; and, for reasons attributable to the
inadequacies of the data, even these figures overstate
its relative gains.? The returns attributable to
devaluation are thus not very great in the case of
the United Kingdom considered in relation to the
large share which it already held in foreign markets
and in relation to the extent of its devaluation com-

1 Since these countries send a considerable share of their
exports to European markets, which were expanding rapidly
owing to trade hiberalization, their total exports did not decline
nearly as much as their share in the markets.

2 See footnote ¢, Table 49.

pared with that of other important exporters of
manufactures.

If a devaluation is to be successful, it requires not
only that importers be prepared to switch purchases
from one supplier to another in response to changes
in price relations, but also that the devaluing coun-
tries themselves be in a position to expand their
exports so as to meet the increased demand. Owing
to great unused capacity and a vigorous expansion of
production, western Germany was 1n a position to
utilize fully the opportunities opened up by deva-
luation. This seems to have been gencrally true also
with respect to other European countrics which
devalued by 20 per cent or more, although in some
of them—the Netherlands and the Scandinavian
countries—economic resources had already been fully
utilized before devaluation. In the United Kingdom,
on the other hand, the pull of the home market
seems to have been too strong to permit British
exports to respond fully to the increased demand for
exports.

This general conclusion gains strength when the
behaviour of some of the most important British
export products is compared with the development
of the domestic market in the United Kingdom.
Sales of vehicles, the only commodity group in which
the United Kingdom gained a considerable share of
the world market, were strictly limited in the home
market 1n favour of exports. On the other hand,
home consumption of cotton cloth, one of the major
British export items, rose by 13 per cent in the first
nine months of 1950 compared with the same period
in 1949, with an increase in production of only 6 per
cent. Similarly, 1n certain types of machinery, amongst
which textile machinery and machine-tools are of
particular importance, home consumption took up
the entire growth i production from 1949 to 1950,
and exports did not increase.®> In other words, it
would appear that, with the notable exception of
vehicles, the rise 1n home consumption tended to
interfere with the development of British exports on
a scale commensurate with the devaluation of the
pound and with the general and unexpectedly large
rise 1n world trade during the past year. A signifi-
cantly smaller degree of devaluation might well have
permiutted, in the conditions of expanding world
demand that subsequently developed, a rise in exports

3 See Table 20.
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no less than that which was achieved and, correspond-
ingly, a more substantial contribution to the improve-
ment of the balance of payments.!

Trade Liberalization in Western Europe

Until recently, the necessities of post-war reconstruc-
tion and the nature of trade and payments controls
had led most European countries to favour imports
of capital goods and other essentials and to limit
mmports of textiles and manufactured consumers’
goods generally. The result was that, in 1949, trade
among western European countries i metals and
engineering products had already exceeded the 1938
level by about 10 per cent, whereas trade in textiles
was one-quarter lower and that in all other manu-
factures about one-third lower than in 1938. During
1950 this trend shifted to a remarkable degree. While
trade amongst western European countries 1n metals
and engineering products rose by a further 22 per
cent, or somewhat faster than in 1949, trade in textiles
expanded by 55 per cent, against some 18 per cent in
the previous year, and that in other manufactures by
some 42 per cent, while it had been declining from 1948
to 1949. The expansion of these last two groups is
particularly noteworthy, since the great expansion in
western German exports of manufactures to European
markets was concentrated to the extent of almost
three-quarters on metals and engineering goods.

The invigoration of trade in 1950 seems to have
been largely due to the easing of import controls on
products which hitherto were most severely restricted.
It may be noted in Table 50 that the increase 1n
mmports of manufactures tended to be concentrated
on goods other than metals and engineering products
i the Scandinavian countries, the Netherlands and

! Judged only by the surprisingly rapid and substantial
increase 1n the gold and dollar reserves held by the United
Kingdom, devaluation would seem to have yielded very great
benefits  This improvement was largely due, however, to the
change 1n speculative attitudes after devaluation and to the boom
n exports of the overseas sterling area, against which the United
Kingdom has incurred heavy sterling liabilitics, as 1s discussed
later 1n this chapter It 1s doubtful whether the current account
position of the United Kingdom itself was improved by devalua-
tion  Such gains in its share of the world market as may be
attributable to devaluation seem to have been counterbalanced
by the deterioration in its terms of trade even before the recent
great rise in raw material prices It must be remembered 1n this
connection that, owing to long-term contracts for part of its
mmports, the effects of devaluation on the United Kingdom's
mmport prices are delayed Many price revisions in contracts
concluded 1n the autumn of 1950 or 1n the spring of 1951 are in
reality due to devaluation, and some of them even have retro-
active effects.

France, all of which had previously limuted less
essential imports severely.? The easing of import
restrictions was largely carried out within the frame-
work of a joint programme by the members of the
0.E.E.C., set in motion at the end of 1949 with the
inttial aim of freeing 50 per cent and, by September
1950, 60 per cent of their imports from one another,
exclusive of that part of their trade which was con-
ducted directly by Governments. In October 1950,
the organization increased this objective by a further
15 per cent of imports, although quahfied, as before,
with certain reservations and safeguards.  More
recently, the principle of establishing a common list
of products to be freed from import restrictions has
been adopted.? In addition to the broader approach
worked out by the members of the O.E E.C., a consi-
derable easing in trade restrictions scems also to have
resulted merely through the more liberal granting
of 1mport licences for commodities not formally
liberalized, as well as through special regional trade
arrangements such as those made between the Nether-
lands and Belgium under the “ Benelux ” agreement.

The effects of the liberalization of trade m some
important texule products are clearly revealed by the
data given 1n Table 51, showing exports of cotton
and wool cloth by the major European supplying
countries. Up to September 1950, only four countries
--the United Kingdom, the Netherlands, France and
Sweden -had Iiberalized their 1mports of these
goods, although not necessarilly from all western
European suppliers.t  The nports of these four
countries are therefore shown separately in Table 51,
and that part of their imports which had been hberal-
1zed 1s shown 1n italics. It will be seen that the
liberalized scctor of the imports of these countrics
accounted for all the principal increases in trade 1n
cotton and wool cloth among western European

2 The low level of mmports nto Italy of all manufactures
other than metals and engineering products was due to the
fact that Italy first lifted restrictions in Scptember 1950 after
an upward revision of tariffs had been carnied through. Unul
that time, only 11 per cent of manufactured imports were hiberal-
1zed 1n ltaly

3 The commodities affected are chiefly textile raw materials
and manufactures, some food products, chemicals, hides,
timber and paper items  Here, again, countrics in special
difficulties may be exempted from enforcing the new measurcs.

4 France hiberalized cotton cloth from all O.E E C. countries,
but did not liberalize wool cloth at all. The thice others excluded
Belgium, western Germany and Switzerland from the lIibera-
hzation, and the Netherlands furthermore excluded France
and Italy
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Table 50

TRADE IN MANUFACTURES AMONG WESTERN EUROPEAN COUNTRIES a
Mullions of dollars in pre-devaluation 1949 prices and index numbers — previous year = 100
Annual rates for first 9 months of each year

=
~ Commodity group and year METALS AND
~_ ENGINEFRING TEXTILES MALL OTHER ToTAL OF
~ ANUFACTURES MANUFACTURES
~— PRODUCTS ®) . 9) (-9
e 3, 4,5,6) ’
~ } B o
Importing country and umt ~ T~. 1949 1950 1949 1950 1949 1950 1949 1950
Millions of dollars 208 218 152 169 144 206 504 593
United Kingdom 1+ numbers 180 105 129 i 103 143 135 118
Mullions of dollars 407 514 126 246 135 232 668 992
Netherlands Index numbers 10 126 125 194 100 172 110 148
Scandinavian Millions of dollars 722 842 234 328 184 260 1,140 1,430
countries & Index numbers 120 117 104 140 90 142 11 125
France Mullions of dollars 296 320 26 110 72 114 394 544
Index numbers 108 108 70 430 75 158 97 138
Germany Millions of dollars 117 169 83 193 85 109 285 471
Index numbers 140 144 530 233 149 128 185 165
Belgium-Luxembour, Millions of dollais 244 316 59 95 106 154 409 565
8 € ndex numbers 12 129 80 163 91 146 100 138
Tl Milhons of dollars 96 187 24 29 55 85 175 301
Y Index numbers 212 195 154 118 131 157 170 172
Millions of dollars 155 189 33 46 54 85 242 320
1
Switzerland Index numbers 84 122 71 141 74 156 80 132
Other western Millions of dollars 538 640 178 205 211 239 927 1,084
European countries ¢ Index numbers 109 119 127 116 100 112 110 117
Total Milhions of dollars 2,783 3,395 9IS 1,421 1,046 1,484 4,744 6,300
Index numbers 116 122 118 155 98 142 112 133
Sources  Statsstics of the exporting countries  See Appendix B a Lxporung countrics  Belgium-Luxembourg, Dcnmark, France, the western

No1E — As the fourth quarter figures both in 1948 and 1n 1949 were
higher than the average of the first three quarters, the index for the first mine
months at the annual rate, based on the whole year 1948, 1s somewhat too
luw] (hré)unhoul the table lmports of semi-manufactured gold have been
exclude

countries during the past year.! Thus, all the great
expansion in Italy’s exports 1s accounted for by

1 While iberalization has led to a large increase in imports
nto the Netherlands, France and Sweden, total mmports of
cotton cloth into the United Kingdom have been lower after
liberalization because imports from western Germany and
Japan, which were not hberalized, were reduced from 20,000
to 9,000 tons. As the Briish dyeing capacity i1s greater than
the capacity for weaving, large amounts of grey cotton had,
n 1949, been bought in Germany and Japan and exported
after processing ; 1n 1950 this prccessing of foreign cloth
was reduced.

zones of Germany, Italy, Netherlands, Norway, Sweden, Switzerland and
the United Kingdom

b Denmark, Norway and Sweden
¢ Austna, Finland, Greece, Iceland, Ircland, Portugal, Spamn and Turkey

ncreased sales to the Umted Kingdom and France,
while Italian sales to other markets decreased sharply.
Sinmularly, Belgium’s gains were scored exclusively in
the Dutch and French markets, whereas 1ts exports to
other countries, both in western Europe and else-
where, fell off precipitously.

The trade 1n cotton and wool cloth among western
European countries has thus developed chiefly along
the Iines opened up by import hberalization 1n a few
major markets, and the export gains have been scored
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mainly by Italy and Belgium. The expansion of trade
along these particular channels has thus been sufficient
to outweigh the effects of devaluation in altering the
competitive position of different countries. Table 51
also indicates, however, that the behaviour of textile
imports outside the liberalized sectors has been quite
different.  The increases in imports by O.E.E.C.
members other than the four countries shown separ-
ately were very much smaller, and the shifts in origin
corresponded roughly to the extent of devaluation
by the various supplying countries.!

The great changes 1n international trade and
production—particularly the growing shortages of raw

! In overseas trade, the general decline in European exports
of textiles was due to a tightening of restrictions in a number of
mmport markets The experience of European countries which
devalued most seems to have been somewhat more satisfactory
than that of the others, but the difference 1s not very marked ;
1n cotton cloth, the United Kingdom’s exports declined about
as much as Italy's, and western Germany’s exports fell sharply
1n nearly all 1ts overscas markets. This 1s presumably due to
the fact, mentioned 1n section 1 of this chapter, that export
prices for textiles were rather flexible in national currencics,
especially Itahan export prices.

materials—have given rise to new difficulties 1n the
liberalization of trade in western Europe. Thus,
Switzerland has expressed opposition to the principle
of non-discrimination n the further lifting of import
restrictions, because of the need to retain its bargaining
power in obtaining imports of raw materials. A more
general trend in the last few months 1s the shift in
emphasis away fiom import restrictions to export
restrictions. France, for example, has suspended the
granting of export licences for scrap tron and has
subjected exports of a number of non-ferrous metals
to special licence. The United Kingdom has introduced
export licensing for a large number of items, including
various metals and alloys and certain chemucals (notably
sulphuric acid), while Sweden has established export
controls over wool, pig-iron and stainless steel, and
Italy has done the same with respect to rubber, wood-
pulp and textile fibres. These export restrictions
grow out of the critical raw material shortages being
experienced by European countries and may well
tend to be intensified as long as these shortages
continue.

5. THE TRADE OF EASTERN EUROPEAN COUNTRIES

Trade between Eastern and Western Europe

In contrast to the lively growth of trade within
each of the two areas, the general expansion in
European production has not been accompanied by
any rcbirth of trade between eastern 2 and western
Europe. This trade was at a very low level 1n 1949
compared with pre-war and receded even further
m 1950. As shown in Table 52, exports fell both
from east to west and from west to cast—the first
rather more than the second —but the change was not
common to all countries or commodities.

The major exception to the general trend was the
increase in western German exports to castern Europe ;
these more than doubled, but still remained only about
one-third of their pre-war volume.® Exports by other
T l-;n' p-urposes of this analysis, castern Europe comprises
Bulgaria, Czechoslovakia, the Soviet Zone of Germany, Hun-
gary, Poland, Rumania, the Soviet Union and Yugoslavia. This
grouping is determined not only by the common or similar
economic policies among most of these countries, but also
by the lack of more than fragmentary information on their

trade, except 1n so far as data can be derived from the statistics
of other countries trading with them. For conv of

Table 52

TRADE OF WESTERN EUROPEAN COUNTRIES
WITH EASTERN EUROPE a
Millions of dollars in January-September 1949 prices, f.0 b.

Country Year Imports | Exports

United Kingdom e 1949 203 133
1950 254 121

Netherlands . 1949 116 81
1950 56 47

Scandinavian countries & 1949 282 277
1950 258 229

France . 1949 75 77
1950 46 53

Germany : western zones . 1949 102 61
1950 112 136

Italy, Belgium, Switzerland 1949 188 252
1950 192 246

Other western European 1949 175 113
countries ¢ . 1950 118 93
Total 1949 1,141 994
1950 1,036 925

expression, the term * western Europe ” is used to cover all
other European countries.

3 The data do not include trade between the western and
eastern zones of Germany

Sources . Trade statistics of western Europ: See A dix B
a Bulgaria, Czechoslovakia, Hungary, Poland, Rumanmia, Yugoslavia and
the USSR,
b Denmark, Finland, Norway and Sweden
€ Austra, Greece, Iceland, Ireland, Portugal, Spamn and Turkey
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western European countries, however, fell by 15
per cent in 1950, despite some increases in British
exports to the Soviet Union, 1n Swedish exports to
Poland, and in Italian exports to both of these markets.
In addition, United States exports to most eastern
European countrics were drastically reduced in the
course of 1950, and by the end of the year had become
neghgible. The single exception was Yugoslavia,
whose imports from the United States were twice as
great as in 1949! and accounted for an increasingly
predominant part of total American exports to the
Western Germany was the only other major
The

area.
source of larger imports into Yugoslavia.

1 The share of the United States in total Yugoslav imports
rose from 9 per cent 1n 1949 to 21 per cent in 1950, and that
of other overseas countries from 13 to 16 per cent, while the
proportion derived from western Europe was shghtly less than
two-thirds 1n both years.

expanston in both instances was financed by credits.
While Yugoslavia’s requirements of imports from other
sources were increased by the complete stoppage of
its trade with the rest of eastern Europe, 1ts possi-
bilities of covering imports from the west were reduced
by the prolonged drought, which severely curtailed
its exports and led to a dangerous depletion of foreign
exchange reserves.

Table 53 shows a substantial change in the com-
modity composition of western European exports to
castern Europe between the two years. Exports of
two main groups—metal and metal manufactures
and machmery—increased substantially in volume
and, in 1950, made up about one-half of the total,
while exports of most other classes of goods declined.
This shift seems to reflect the emphasis placed by
eastern European countries on capital equipment
essential to their industrial development.

Table 53

EXPORTS OF WESTERN EUROPEAN COUNTRIES AND OF THE UNITED STATES
TO EASTERN EUROPE;s BY COMMODITY GROUPS

Mullions of dollars in pre-devaluation 1949 prices, f.0.b.
Annual rates for first 9 months of each year

Export t GERMANY ScanDI- OTHER
HPOFUng country lg:grfgm WiESTERN NAVIAN EUROPEAN TotAL g;ﬂi?
ZONES COUNTRIES b COUNTRIES ¢
Commodity group 1949 1950 | 1949 1950 | 1949 1950 | 1949 1950 | 1949 1950 | 1949 1950
1. Food . 1 2 6 2 33 18 22 11 62 33 14 9
2. Raw materals 6 7 5 21 80 53 75 44 166 125 42 33
3. Metals and manufactures 15 13 6 44 28 23 70 55 119 135 1 5
4. Machinery . 65 68 9 38 36 51 96 101 206 258 9 19
5, 6. Passengers cars and
transport cquipment . 8 4 1 8 7 9 27 23 43 44 2 3
7. Chemucals and related pro-

ducts L. 10 4 11 16 8 8 38 24 67 52 3 5

8. Textiles and manufactures 11 9 — 2 4 6 39 28 54 45 3 1
9. Other manufactures . 8 6 2 5 38 17 21 18 69 46 1 2
10. Unspecified . 9 8 1 — 17 13 8 9 35 30 6 5
Total, groups 1-10 . 133 121 41 136 251 198 396 313 821 768 81 82

Sources see Appendix B.

NOTF ~ The value of the exports of principal western European sup-
plying countries covers approximately 96 per cent of the total value of
the exports of these countries to all eastern European countries

a Bulgaria, Czechoslovakia, Hungary, Poland, Rumania, Yugoslavia and
the USSR

b Denmark, Finland, Norway and Sweden,
¢ Belgium-Luxembourg, France, Italy, Nethcrlands, Portugal and Switzerland.
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Western Germany made the main contribution to
the increase in exports of metals and metal manu-
factures and machimnery. The United Kingdom also
increased its exports of machinery to the Soviet
Union,! Sweden doubled its machinery exports to
Poland, and increased them by 45 per cent to the Soviet
Union, and Italy and Switzerland showed increases
to various eastern European markets. Most of these
machinery exports went to the Soviet Union, Poland
and Czechoslovakia, whereas the other and less
industriahized eastern European countries obtained
only negligible amounts. 1In total, the volume of
machinery exported from western Europe to eastern
Europe exceeded the pre-war volume 1n 1950, other
western European countries having filled the gap
left by western Germany, whose machinery exports
were still less than one-third of the pre-war volume,
despite the large increase during the year. Total sup-
plies of machinery to the area from outside sources
nevertheless remained smaller than before the war on
account of the decline 1n United States exports to
castern Europe to one-quarter of their pre-war level.

There were also substantial changes, both up and
down, 1n the flow of trade from castern to western
Europe, indicative of the istabihity which has come
to characterize trading relationships between the two
areas. While western Germany obtained larger sup-
plies of meat, cggs and sugar from eastern Europcan
countries, 1ts imports of oats and rye, chiefly from
Poland and Hungary, fell sharply in 1950. The
considerable increase 1n livestock numbers 1n these
countries has raised their requirements of feeding-
stuffs and dinunished their export capacity, affecting
not only coarse grain, but also rye, which 1s being
increasingly used for ammal feeding. In addition,
as noted 1n Chapter 2, grain production in Hungary
was adversely affected by drought. All told, bread
grain deliveries by eastern Eutope dropped by almost
50 per cent, imports into western Germany, the Nether-
lands and France accounting for most of the dechine.

The sharp fall in imports 1nto France from eastern
Europe was mainly caused by the drop in its purchases
of Polish coal from nearly 2 mullion tons in 1949 to
only 670,000 tons in 1950. This accounts for most
of the decline 1n total mmports of Polish coal into
western European countries from 11.9 to 10.3 mullion
tons.

1 Whercas western German exports rosc to all eastern Euro-
pean countries except the Soviet Union, British exports increased
only to the Soviet Union.

In contrast to the general trend, the United King-
dom’s imports from eastern Europe increased substan-
tially. The rise was made up of increased deliveries
of coarse grain and timber 2 by the Soviet Union
and a considerable increase in meat 1mports from
Poland. Total timber imports into western Europe
from eastern European sources declined, however,
largely owing to a sharp drop in Dutch timber
purchases from the Soviet Union, Yugoslavia and
Czechoslovakia.

On balance, trade between the two areas continued
to yield a surplus 1n favour of eastern Europe, par-
ticularly the Soviet Union, because of its gramn and
timber exports to the United Kingdom. Its surplus
with the United Kingdom 1n 1950 was equivalent to
about $60 million, and 1t also had a surplus of almost
$40 million with the United States through substantial
exports to that country, while its imports of American
goods virtually came to a standstill.  These balances
provided funds for sctthng accounts with other
countries, ncluding the purchase of raw materals
from overseas sources.

Trade Expansion in Eastern Europe

Trade among eastern European countries appears
to have continued a rapid increase 1n 1950, although
quantitative 1nformation 1s almost wholly lacking
with regard to 1ts level, distribution, and commodity
composition. From the fragmentary data available,
the increase would appear to have been 1n the order
of 25 per cent above the 1949 level, which 1n turn
can be very roughly estimated at about $2 billion.?

A considerable part of the expansion in 1950 appears
to have been 1n the trade of the Soviet Zone of
Germany with the smaller neighbouring countries
of eastern Europe, reflecting the recovery of produc-
tion 1n eastern Germany during the year. This develop-
ment, together with the substantial increase of trade

2 Grain imports of the United Kingdom from the Soviet
Union increased from 1949 to 1950 as follows (in thousands
of tons) . barley, 145 to 330, oats, 10 to 85, and maize, 52
to 271 A timber contract was signed 1in June 1950 for the
delvery of 153,000 standards against payment in sterling

3 The estimated increase 1s pieced together from a variety
of statements from eastern European countries on the percen-
tage distribution of their trade and the amount of trade planned
under their bilateral agreements, expressed cither in absolute
figures or merely as percentage increases over the 1949 level.
The 1949 level 1s esumated on the basis of planned percentage
increases above the 1948 level, the last year for which trade
statistics werc available for most of these countries.



among the other smaller countries of eastern Europe,
contrasts to some extent with the growth of trade 1n
earlier years, which had been centred mainly in the trade
of each of these other countries with the Soviet Union.

From published information giving the types but
not the quantities of goods to be exchanged under
trade agreements, a qualitative impression may be
drawn of the pattern of trade among the eastern
European countries. Thus, the Soviet Union both
exports and 1mports 1nvestment goods. It is also an
exporter of inaustrial raw materials to all the other
eastern European countries and, along with Rumania
and Bulgaria, supplies foodstuffs to Czechoslovakia
and the Sovict Zone of Germany, the two food deficit
countries of the arca. Raw or partly manufactured
materials which are specific to each of the countries
of the area are exported by them, both to the Soviet
Union and to each other. These include petroleum
from Rumania, coal and 1ron and steel from Poland,
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and zinc and lead from both Poland and Bulgaria.
The more highly industrialized countries, notably
Czechoslovakia ! and the Soviet Zone of Germany,
are suppliers of equipment and machinery to the
less developed countries and to the Soviet Union.
Consumers’ goods—notably textiles from Poland,
Czechoslovakia and Hungary, and glassware and
porcelain from eastern Germany —are exported to the
Soviet Union and traded among these four countries.

Official comment on the development of trade
among eastern European countries indicates that it
1s being increasingly co-ordinated under long-term
agreements with the object of fitting national pro-
duction plans and existing agreements for bilateral
co-operation nto broader development schemes for
the area as a whole.

1 Czechoslovakia 1s expected, under its revised industrial
plan, to increase exports of equipment to the other countries
of the area.

6. THE OVERSEAS BALANCE OF PAYMENTS

Goods and Services Account

Europe’s balance of payments was much more
favourable 1n 1950 than in the preceding year and,
on present prospects, more favourable than 1t scems
likely to be again 1n the near future. The very changes
which occurred in 1950 were indicative of the cross
currents and new forces at work : the deficit on goods
and services with the United States, which had

appeared as the hard core of Europe’s payments
problems, was cut from $3.2 billion to only half that
amount, but the deficit with other overseas countries
rose abruptly from $600 mullion to $900 mullion.
The greater part of the improvement 1n the goods
and services balance with the Umited States was 1n
a reduction of the trade deficit, which, as shown in
Table 54, dropped from $33 billion 1n 1949 to

Table 54
LUROPE'S BALANCE OF PAYMENTS ON GOODS AND SERVICES
Bullions of current dollars

R L 1949 . 1950
Item Other Other . Other
'“SJ::;:‘O’S overseas  Total g{:;zg overseas  Total g:’a'::g overseas  Total
S o o > countries -~ countries countries
Europe's overscas imports (fob) 46 98 144 44 9.1 13.5 36a 8.9 125a
Europe’s overscas exports (fob) 13 75 88 1.1 8.3 9.4 1.6 80 96
Balance on trade account —-33 —23 ~56 | —33 ~0.8 -4.1 -20 —-0.9 —29
Income from investments (net) — +04 +04 - +04 +04 +01 +0.4 +-0.5
Transpottation (nct) -03 +0.4 +0.1 —02 +05 +03 - +05 +0.5
Other services (net) +02 - 402 +0.3 -07 —-04 +0.3 -0.9 —06
Balance on services account -01 408 +07 +0.1 +0.2 +0.3 +0.4 - +04
Balance on goods and services -34 ~1.5 —49 —-32 —06 —38 —1.6 —0.9 -25

Sources The table has been prepared jointly by the Balance of Payments
Dwision, International Monctary Fund, and the Rosearch and Planning Divi-
sion, Economic Commussion for Europe  Sce Appendin B ore data on
national balances of paymcats will be found in the forthconung Balunce

of Payments Yearbook, 1949-1950, International Monetary Fund.

@ Europe's imports from the United States include $446 milhion of military
shipments transferred under the Mutual Defense Assistance Program



— 115 —

$2.0 billion in 1950. If mulitary goods financed by
the United States under M.D.A.P.1 are excluded, the
deficit 1n 1950 was as little as $1.6 billion. Simularly,
Europe’s deficit with Canada fell from $566 million
1n 1949 to less than one-third of that figure 1n 1950.2
As 1ndicated by the following figures, the greater
part of the decrease in the trade deficit up to the
muddle of 1950 was accounted for by the progressive
decline in imports from North America; 1n the
second half of the year, the rise 1n exports became the
dominant factor :

Lurope’s Trade with North America®
(mullions of current dollars)

Imports Exports

(foh) (fob) Balance

1949 first half 2,711 658 2,053
sccond half 2,313 616 —1,697

1950 fitst half 1,791 715 - 1,076
sccond half 1,691 1,101 - 590

As discussed 1n earlier sections of this chapter, the
factors responsible for this striking change included
the decrcascd dependence on American supplies,
thanks to nising European production, and the great
increase 1n European exports to the Umted States,
stimulated by the rapidly rising level of economic
activity 1n that country n the sccond half of the
year. Exports of various European manufactured
products were doubtless encouraged by the devalua-
tion of most western European currencies towards the
end of 1949, but this also had the effect of greatly
reducing the rise 1n the value compared with the rise
m the volume of trade : in pre-devaluation prices,
the increase in European exports to the United States
and Canada in 1950 was about $1 billion, while 1in
current prices the rise was only $540 nullion.t

The net effect of these movements has been a
striking rise 1n the proportion of Europe’s imports
from North America covered by 1ts exports to that
arca. Table 55 shows that, for Europe as a whole,
this proportion rose from only one-quarter in the

1 Mutual Defense Assistance Program.

2 The decrease in the European deficit with Canada between
1949 and 1950 was $401 million, of which the United Kingdom,
which normally conducts the greater part of Europe's trade
with Canada, accounted for $339 million

3 Sec Appendix A, Table XXX Figures are based on Euro-
pean statistics adjusted to an estimated f 0.b. basis and therefore
do not correspond with those in Table 54.

¢ See Table 43

Table 55

PERCENTAGE OF IMPORTS OF EUROPEAN
COUNTRIES FROM THE UNITED STATES
AND CANADA COVERED BY EXPORTS

1949 1950
Country First Second| First Second

half  half | half half
Denmark 6 11 13 24
Germany : western zones 8 7 16 42
Ttaly 9 14 16 4
Netherlands 14 19 16 51
Belgium-Luxembourg 40 28 46 55
Norway 25 27 40 55
France 10 16 22 60
United Kingdom 36 34 59 81
Sweden 50 79 66 87
Switzerland 47 74 82 91
Finland 107 108 145 164
Eastern European countrics @ 94 118 133 144
Olhcr European countries b 21 16 30 54
Total Europe 24 27 40 65

Sources The figures have been derived from Table XXX in Appendix A,
with imports adjusted to an fob basis

a Bulgaria, Czechoslovakia, the Soviet Zune of Germany, Hungary, Poland,
Rumania, Yugoslavia and the US'S

b Austria, Greece, Iceland, Ircland, Pur(uzal Spain and Turkey

first half of 1949 to two-thirds 1n the second half
of 1950. This change was common to all European
countries,® but 1n absolute terms the reduction 1n the
deficit was concentrated in the trade of four major
countries, as secn below :

Trade Deficit with the United States and Canada
(mullions of current dollars)

d 1
Komstom Traneeguersmay E
1949 first half 474 301 345 252 681
sccond half 465 174 332 158 568
1950 first half 195 148 158 146 429
second half 93 64 115 70 248

In trade with overseas areas other than North
America, Europe’s trade deficit had fallen 1in 1949
to only some $300 nullion, compared with six times
that amount 1n 1948 Europe’s exports to these coun-
tries 1n 1950 increased 1n volume at least as much as
1its tmports from them, 1f not more, but the deteriora-
tion 1n 1ts terms of trade produced a rise of about
$700 nullion in 1ts deficit on merchandise account.

5 For eastern European countries, however, the increasing
ratio 1s due simply to the fact that imports from the United
States fell more sharply than exports to the United States.
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The increase was mainly n trade with affiliated
overseas countries (particularly the members of the
sterling area) as may be seen in the following summary
figures :

Europe's Trade with Overscas Arcas other than North America
(mulhons of current dollars)

Affilated countries All other

1949 1950 1949 1950
Imports (fob)
United Kingdom 2,845 2,486 971 982
Western Germany 226 441 227 240
Rest of Europe 2,492 2,617 1,517 1,767
Lxports (fob)
United Kingdom . 3,212 2,695 899 777
Western Germany 7 143 58 225
Rest of Europe 2,311 2,200 1,414 1,511
Balance (fob)
Total Lurope + 31 —506 —344 476

The United Kingdom and western Germany were
responsible for most of the change ; the greater part
of the decline in the British surplus was accounted for
by trade with India and South Africa, which introduced
severe 1mport restrictions, and the German deficit
mercased because of the great rise in the volume of
its ymports from the overscas sterling arca.! The
British experience was rather similar 1in other overseas
markets outside the affiluted arcas, 1ts exports to
Argentina and Brazil in particular being hmited by the
sterling shortages experienced in those countries, while
its imports from Latin America increased  Western
Germany’'s trade with these countries, on the other
hand, developed along lines quite different from tts
mountig mmport surplus with the sterling area . 1ty
mmports ncreased only moderately, while 1ts exports
expanded rapidly. By the end of 1950, thercfore,
western Germany’s overseas trade defiat was largely
concentrated 1n the United States, where it was
declining, and 1n the overscas sterling arca, where 1t
was growing.

The development in Europe’s overseas payments
position on services was stmilar to that in the trade
balance there was an mmprovement n the accounts
with the United States and a deterioration 1n the

1 Most of the increase in the trade deficit of * Rest of Europe ”
with afhliated overscas areas was due to the Netherlands and
Belgium, which appear to have increased their imports heavily.
In the case of other overseas areas, Italy, whose exports to
Latun Amcrica were handicapped by payments difficulties,
seems to account alone for about one-half of the deterioration
in the trade balance.

accounts with other overseas countries. Increases
in earnings from investments and in receipts from
American tourists contributed moderately to the
rise in the surplus on services with the United States,
but the dominant factor was the disappearance of the
shipping deficit as imports of coal and other heavy
cargo 1n American vessels declined.?

In transactions with overseas countries other than
the United States, the muscellaneous debit item
“ other services ” weighed heavily in the balance and
accounted for the deterioration in the services account
1in 1950. Little 1s known about this item,? derived as
1t is, not from direct estimates, but as a residual from
a consolidation of balance-of-payments statements of
individual European countries, although other inform-
ation indicates that 1t may reflect incrcased outlays,
particularly for mulitary purposes, by European Gov-
ernments in overseas territories.

Rise in Gold and Dollar Holdings

Despite the striking reduction in Europe’s deficit
on goods and services with the United States 1n 1950,
the deficit was by no mcans ehminated and that with
other overseas areas increased. It 1s therefore remark-
able that European gold and dollar assets nevertheless
rose during the year by $1 9 billion, most of 1t 1n
gold.r It 1s equally noteworthy that 85 per cent of
this increase accrued to the reserves held by the
United Kingdom. Table 56 shows that the increase in
the gold and dollar reserves of Continental European
countries was relatively small and, in some 1nstances,
holdings declined.  Superficially regarded, there
would appear to be a rough rclationship between
these movements and devaluation . Swiss and Italian
reserves scarcely changed and Belgium experienced a
considerable drain, whereas several of the countries
which devalued by 20 per cent or more were able to
increase their gold and dollar holdings. As will be
seen, however, other factors influenced these changes.

2 Estimates given 1 Table 54 for Europe’s service trans-
actions in 1948 and 1949 have been considerably revised since
the publication of last year’s SurRvey. These revisions are
largely accounted for by new and more complete halance-of-
payments estimates now available for individual European
countries.

3 See Appendix B.

4 The figure of $1 9 billion includes allowances for unreported
gold holdings and therefore differs from the total accounted
for in Table 56.
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Table 56
GOLD AND DOLLAR ASSETS OF EUROPEAN COUNTRIES
Mullions of current dollars

End of year Change n
Country " e R —
1938 1948 1949 1950 1949 1950
United Kingdom @ 3,885 1,856 1,688 3,300 —168 +1,612
Switzerland® . . . .., .. 920 1,886 2,021 2,020 +135 - 1
France ¢ .. 2,952 741 695 784 — 46 + 89
Belgium-Luxembourg . . 773 753 818 703 + 65 — 115
Italy 216 446 560 560 +114 —
Netherlands 1,096 290 366 505 + 76 + 139
Germany : western zones 4 20 179 149 222 — 30 + 13
Sweden . 321 130 160 204 + 30 + 44
Rest of Europe ¢ 1,460 1,270 1,179 1,135 - 91 - 44
Total Europe 11,643 7,551 7,636 9,433 + 85 +1,797
Sources  International Financial Statistics, International Monetary Fund, b Excluding holdings of the Bank for Intcrnational Setticments
Wanngton, | DC .+ hederal Reserve Bulletin, Federal Reserve System, ¢ Excluding holdings of gold by the Stabilization Fund for all years except
gton, DC 1938
Norr - * Dollar assets " refer to holdings —both public and private — d Including accounts opened by occupation authoritics for trade purposes

of short-term dollar asscts 1n the United States, as reported by United States
banks

a Officially reported figures covering gold and official holdings of United
States and Canadian dollars

The increases achieved 1n the gold and dollar
holdings of the United Kingdom and other European
countrics were possible, of course, only because of
the continuation of aid by the United States on a
scale which, although sharply reduced compared
with 1949, was more than adequatc to cover the
goods and services deficit with both the United States
and other areas as well. This, however, had been
equally true in 1949, as may be seen in Table 57,
yet 1n that year most European countries achieved at
best only moderate increases 1n gold and dollar
reserves, and the United Kingdom suffered a substan-
tial drain, particularly during the first three quarters
of the year.! The explanation of the great changes in
Europe’s gold and dollar reserves from 1949 to 1950
must therefore be sought in other developments, of
which two would seem to be of chief importance.
One of the important influences appears to have
been the cessation and reversal of the outflow of
private capital which, seeking either refuge or specu-
lative gain abroad, had produced a heavy drain on
European currency reserves, particularly on those
of the United Kingdom.2 By their nature, these
capital movements tend to escape recording and are

1 From the beginning of 1949 to 18 September, the eve of
devaluation, the gold and dollar reserves held by the United
Kingdom fcll by $516 mullion, but two-thirds of this loss was
made up by the inflow during the remainder of the year.

e Excluding gold holdings of the USSR

difficult to estimate, but their influence 1s indicated
by the very speed with which British reserves rose
immediately after devaluation. This movement seems
to have been continued subsequently by widespread
speculation regarding a possible increase 1n the
exchange value of the pound, as may be reflected, for
example, 1n the increase of approximately $135 million
1n so-called “ American account ™ sterling balances 1n
the second half of 1950

The sccond and apparently far more important
development accounting for the change in European
gold and dollar reserves 1n 1950 was the reversal
in the flow of dollar settlements between Europe
and third countries overseas. As may be seen 1n
Table 57, Europcan countries made multilateral
settlements of about $2 billion to overseas countries

2 See last year's SURVEY, p. 117 and pp 124-126. In Part I
of Table 57 (see next page), private capital movements are
entered, so far as they can be estimated, on a net basis,

Apart from private capital movements, the entries made in
Part T of Table 57 include various other adjustments necessary
to compute the deficit for which financing 1s required  Among
these adjustments are private donations and vanous official
capital transactions (of which the finanung by the United
States of M D A P shipments 1s the most ymportant n 1950)
which are not motivated primanly for the purpose of closing
the balance-of-payments gap, and indeed (as in the case of
colonial development projects undertaken by European coun-
tries) may have the effect rather of increasing the size of the
over-all deficit.

8 Unuted Kingdom Balance of Pavments, 1946 to 1950 (No 2),
p. 29, Cmd. 8201, His Mayesty’s Stationery Office
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outside the United States in 1949, half of which
were through the direct allocation by the United
States of E.R.P. funds for offshore purchases and the
other half from other dollar resources. In 1950, the
situation was very different.  While direct allocations
of Marshall Aid continued to be made to the extent
of $700 million for European purchases outside the
United States, European countries were able to draw
dollars on other accounts from overseas countries to
the amount of some $300 million. In addition, about
$400 million was received directly in the form of
gold, or roughly twice as much as in 1949.!

1 As explained below, $281 million of this amount accrued
to the Umted Kingdom through gold sales by the producing
countries of the sterling area. In addition, the United Kingdom
purchased some gold from Canada during 1950.

The reversal of the flow of dollar settlements was
concentrated in the relationships between the United
Kingdom and the overseas sterling area. This becomes
clear from an examination of the figures in Table 58,
derived from offictal United States balance-of-pay-
ments estimates and other reports on its overseas trans-
actions. The table shows the amount of United
States Government aid received by various countries
or arcas and how the aid has been used.?2 No great
change from 1949 to 1950 15 scen 1n the pattern of
dollar payments by European countries, other than

2 Table 58 does not hterally show the uses made of Umited
States financial aid, since the greater part of it 1s allocated for
specific purchases or other payments, but the effect 1s to contri-
bute to the total dollar resources of other countries an amount
equivalent to the aid extended

Table 58

DOLLAR AID AND THE PATTERN OF INTER-REGIONAL DOLLAR SETTLEMENTS
Mullions of current dollars

EUPOPEAN CURRENCY AREA
r‘m:erse‘as Latin- All Total
Item Year United Overseas | Other terntories Canada | American other world
Kingdom sterling | European of other republics | countries a
area countries
European
countries
I. Grants and credits received
from the United States Gov- | 1949 | +1,048 + 2 +3,676 + 1 + 11 + 70 + 1139 | +5,947
ernment 1950 | + 641 - +2,755 + 4 + 7 + 24 + 861 - 4,292
II.  Balance with the United States
on goods and services, private
donations and capital move- | 1949 | — 291 —288 —2,613 —126 —-421 - 280 1,197 | -5216
ments 1950 | + 83 +474 --1,583 + 63 - 308 —108 — 305 —1,681
III. Dollars paid (—) or received
(+) for ER P. “ offshore pur- | 1949 | — 511 + 2 — 528 +119 +418 +324 + 176 -
chases”* 1950 | — 343 + 1 — 381 + 91 +263 +213 + 156 -
IV. Dollars used to bwld up
balances 1n the United States
(—) or drawn from balances | 1949 | + 54 — 4 — 49 + 36 — 80 —212 + 376 + 81
m the United States (+) 1950 | + 94 — 27 — 247 — 36 - 31 —-136 ~ 485 — 868
V. Dollars used to buy gold from
the United States (—) or
acquired through gold sales | 1949 | + 446 +195 — 218 - 21 + 10 —131 - 117 + 164
to the United States (+) 1950 | —1,020 + 12 — 324 - 1 - 99 —162 — 143 | 1,743
VI. Residual representing dollars
transferred to (—) or received
from (+) other countries, and
also errors and omussions in | 1949 [ — 746 +133 -~ 268 - 9 + 62 +229 - 3 - 976
the estimates 1950 | + 545 —460 — 220 | -115 +165 +169 - 84 -
Sources Table XXXI, Appendix A, and by the a Including international institutions.
E C A See Appendix B
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the United Kingdom, taken as a group. In both
years most of the aid reccived was used to settle
the direct deficit with the United States, although this
was very much smaller in 1950 than in 1949. A sub-
stantial part was also used for off-shore purchases,
principally 1n Latin America.! Another part served,
in effect, to permut additions 1n both years to European
gold and dollar reserves, although the figurcs for gold
purchases in 1950 overstate the increase in the holdings
of continental European countries, since some of them
were obviously also making gold transfers to outside
areas. After taking account of the foregoing uses of
dollar funds, however, the data for both 1949 and
1950 show a residual which must be taken to represent
(apart from errors and omisstons 1n the estimates)
the net transfer of dollars to third countrics for the
settlement of trade and services deficits or for capital
movements.

The United Kingdom shows a quitc different
pattern and development. Its dircct deficit with the
United States in 1949 was small n relation to the
amount of aid received and in 1950 shifted to a
surplus.2 In both years a large but declining part
of the total was used for offshore purchases, chiefly
in Canada, with which the United Kingdom has
usually had a substantial deficit. It 1s also clear,
however, that in 1949 the United Kingdom had had
to hquidate 1n the United States some $500 mullion
of 1ts gold and dollar reserves to obtain funds for
still other transfers to third countries which remained

! Latin America reccived about one-half—$225 mullion 1n
1949 and $203 million 1n 1950 —-of the total offshore purchases
made outside Europe for the account of European countrics
other than the United Kingdom  Canada’s share of these
purchases was $68 million 1n 1949 and $49 nullion in 1950,
while the remainder was accounted for largely by oil purchases
in the Nethetlands Antilles and the Middle Eastern ol area
Since purchases in the latter area cannot be broken down by
countries, the receipts of the overseas sterhing area from offshore
purchases in Table 58 are understated.

2 It 1s likely that the United Kingdom surplus on goods,
services, private donations and capital with the United States,
shown for 1950 1n Table 58, 1s overstated, and the figure for
Amecrican aid 1s understated  These figures exclude transfers
to the United Kingdom under the Mutual Defense Assistance
Program and their financial offset, for which detailed geo-
graphical break-down 1s not pubhished  Moreover, the United
Kingdom dollar surplus of $83 mullion in the table excludes
mports from the United States of certain * special category ™
goods pard for in cash  Shipments of this latter type amounted
m 1950 to $41 mullion for the entire sterling area, most of this
presumably going to the Umted Kingdom See Appendix B

uncovered by Marshall Aid for offshore purchases.?
It was in this respect that the position of the United
Kingdom changed most fundamentally in 1950 : in
place of the heavy dollar transfers to third countries
made the year before, it appears to have rcceived
more than $500 mullion from them. This change,
and the shuft from a deficit to a surplus in its balance
with the United States, were the major developments
permitting the United Kingdom to acquire more than
$1 billion worth of gold from the United States 1n
1950 1n place of the heavy drain of the year before.

The overseas sterling area was the main source of
the dollars received by the United Kingdom from
overseas areas, other than the United States, in 1950.
Table 20 shows that Canada and the Latin-American
countries themsclves continued, as 1in 1949, to recetve
dollars on a substantial scale through multilateral
settlements, 1n addition to funds gained through off-
shore purchases, and that they used these receipts
partly to settle their own deficits with the United
States and partly to add to theirr gold and dollar
holdings. But the position of the overseas sterling
area changed dramatically : instead of a collective
deficit of almost $300 million with the United States
in 1949, the countries of this group had a surplus
of almost $500 million with the United States in 1950.
As will be further discussed below, 1t 1s characteristic
of the monetary system of the sterling area that
Iittle of this surplus was added to the dollar balances
of overseas sterling countries, virtually all of it being
transferred to the central dollar pool.

The Changed Position of the Sterling Area

It becomes apparent from the preceding analysis
that the transformation of the pattern of international
dollar settlements 1n 1950 1s attributable not so much
to the change 1n the payments position of Europcan
countries taken collectively as to the change in the
position of the sterling area, with the United Kingdom

2 It should be noted, however, that the residual figure in 1949
for the United Kingdom and the other countrics or areas
shown can be taken as a rough indication only of the pattern
of settlements and not of the absolute amounts, because of the
over-all errors and omissions figure of almost $1 billion 1n
the United States balance-of-payments estimates for the year.
For reasons explained in last year's Survey, this figure in
itself gives some indication of the importance of unrecorded
capital transactions.
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as 1ts financial centre. The following summary,
derived from the official British balance-of-payments
estimates, indicates that the Umited Kingdom and the
rest of the sterling area shared more or less equally !
in the adjustments which converted a net drain of
$167 mullion on gold and dollar reserves in 1949 into
a net increase of $1,612 nullion jn 1950—that 1s, a
total shift of almost $1.8 billion : 2

Summary of Changes from 1949 to 1950 in the Sterling
Area’s Gold and Dollar Transactions tending to Increase (+)
or Decrease (—) Reserves a
(millions of current dollars)

1. United Kingdom account

Trade balance +598

Services balance -1 209

Capital movements +310 FLIT
1T Rest of sterling arca account

Balance with the dollar arca +873

™ o b

Contribution from new gold production® -+ 47 + 90
III  Whole sterling arca account

Gold and dollar scttlements with non-

dollar countrics 4299 + 299

1V Financing account

Decrease in E R P grants and credits  —434

Decreasc in drawings on IM F — 52

Decrease in drawings on Canadian loan — 71 557
Net change (equalling net shift from loss of o

$167 nmullion n gold and dollar reserves

n 1949 to an increase of $1,612 nullion

n 1950) . -1 1,779

a Computed from Cmd 8201  The data cover sterling area transactions
not only with the United States, but also with Canada and other dollar
countries (according to the Britsh defimuion) as well as gold and dollar
settlements with non-dollar countries  In Table 58 (derived from United States
balance-of-payments sources) these payments to countries other than the
Umited States are deduced from the movement of the residual ttem and from
the known payments under ER P offshorc procurements

b Incrcase in gold sales to the United Kingdom by the rest of the sterling
area

It 1s clear from these figures, and from the more
detailed estimates derived from other sources in

! For the purpose of this comparison, the change in capital
movements may be excluded, since they may relate to tran-
sactions with the rest of the sterling area even though reflected
in the accounts of London banks (For instance, the London
balances of American banks may scrve to finance trade with
any part of the sterling arca ) Unfortunately, 1t 1s not possible
to allocate, on the basis of the official balance-of-payments
statements, the gold and dollar settlements with non-dollar
countries as between the Umited Kingdom and the rest of the
sterling area.

2 The following discussion refers generally to the rest of the
sterhng arca, which includes not only the overscas sterling
countries, but also Ireland, Iceland and British dependencies
in Europe. Owing to the nature of statstical data used, the
separation of European sterling countries 1s not possible
It 1s clear, however, that the main elements of the striking change
n the position of the rest of the sterling area can be attributed
to the overseas members of the group.

Table 59, that the greater part of the change was in
the balance on merchandise trade, 1mports from the
United States and Canada falling by $900 mullion
and exports to these countries rising by $500 milhon,
although there were also significant changes in the
United Kingdom’s dollar balance on service transac-
tions and 1n capital movements.

As seen 1n previous sections of this chapter, many
forces, of which devaluation s one, have contributed
to these changes. The cffect of devaluation and of the
change 1n speculative factors which followed 15 perhaps
most directly expressed in the reversed flow of capital
movements. Its mnfluence on the services balance 1s
more uncertain : there is little reason to think that it
changed the competitive position of British petroleum
and shipping companies, whose operations are major
elements 1n the services account.? The reduction 1n
imports, divided 1n roughly equal amounts between
the United Kingdom and the rest of the sterling area,
was determuned 1n the first instance by joint agreement
during the pre-devaluation sterling crisis 1n 1949,
which continued to affect the level of dollar imports
long after the dollar position had begun to improve
in other respects. Devaluation undoubtedly facilitated
this reduction 1n dollar imports in the overseas sterling
countries by the price advantage conferred on British
manufactures, but there 1s no reason to suppose that
the United Kingdom’s own imports from the dollar
area, already scvercly linuted to essentials, were
further reduced appreciably because of the altered
currency and price relationships. On the side of exports
to the United States and Canada, the improved
competitive status of British goods undoubtedly
helped to stimulate sales. But the dominant factor,
certainly in the greatly expanded exports of sterling
area raw materials to North America, was the domestic
business recovery in the United States and the rise
m dollar prices of these goods, just as the setback
in 1949 had depressed sterhing area exports to the
American market.*

8 Oil prices were not reduced 1n terms of dollars after deva-
luation On the shipping market, the effect of devaluation was
largely hmited to tramp charter transactions , ** conference ™
rates for regular liner freight traffic appear to have remained
relatively stable for a time after devaluation * decreases which
were eventually announced early in 1950 were determined by
the various traffic routes and not by the nationality of the
carriers

4 Sce Appendix A, Table XXXII, for data on the changes in
quantity and value of the products exported by the sterling
area to the United States.
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Table 59
BALANCE ON GOODS AND SERVICES OF THE STERLING AREA WITH THE UNITED

Millions of current dollars

a All sterling area countries except the United Kingdom.

Table 59 also shows, alongside the decrease in the
sterling area’s goods and services deficit with the
United States and Canada, an increase in its surplus
with Continental Europe from $350 mullion in 1949
to $800 mullion 1n 1950—a change of considerable
consequence to the development of payments relation-
ships among western European countries. Expressed
in current dollar values, the change would seem
to have been accounted for mainly by a nise in the
exports of overseas sterling countries and by a fall
in the United Kingdom's imports in 1ts trade with the
Continent, together with an increase 1n the surplus
on services. These movements were, however, heavily
influenced by the changes in price levels discussed
earlier i this chapter : the volume of the United
Kingdom’s exports to other European countries rose
from 1949 to 1950, and there seems also to have been
some 1ncrease in the volume of its imports.

In transactions with North America and Europe

REST OF STERLING AREA @ Unitep KINGDOM TOTAL STERLING AREA
Item Year lsJ;xlted Conti- United  Total ISJ&'::;’ Conti- Rest of Total lSJt':::s Conti- Total
angs nental King- of arcas an nentalb Sterling of areas and nentalb of areas
Canada Europe® dom Listed Canada Europe® Area  hsted | oppoq0 Europe listed
Exports, f.0.b. 1948 | 1,240 1,170 2,650 5,060 690 1,680 2,980 5,350 1,930 2,850 4,780
1949 | 1,060 1,240 2,810 5,110 620 1,650 3,480 5,750 1,680 2,890 4,570
1950 | 1,420 1,500 2,540 5,460 740 1,640 2,800 5,180 2,160 3,140 5,300
Imports, f.0.b. 1948 | 1,670 740 2,980 5,390 1,360 1,630 2,650 5,640 3,030 2,370 5,400
1949 | 1,460 800 3,480 5,740 1,430 1,890 2810 6,130 2,890 2,690 5,580
1950 970 820 2,800 4,590 9% 1,79 2,540 5,320 1,960 2,610 4,570
Trade balance 1948 | —430  +430 — 330 — 330 —670 + 50 + 330 —290 | —1,100 +480 — 620
1949 | —400 4440 — 670 — 630 —810 —240 + 670 380 | —1,210 4200 —1,010
1950 | +450 4680 — 260 + 870 —250 —150 + 260 —140 | + 200 +530 4+ 730
Services (net) 1948 | —180 — 20 — 460 — 660 —110  +160c + 460 +510 | — 290 +140 — 150
1949 | —160 - 20 — 370 — 550 + 60 +170¢+ 370 4600 | — 100 +150 4+ SO
1950 | —140 — 20 — 460 — 620 +230  +290¢+ 460 +980 [ + 90 4270 + 360
Balance on goods | 1948 | —610 4410 — 790 — 990 —-780 +210 + 790 220 | —1,390 4620 — 770
and services 1949 | —560 +420 —1,040 —1,180 —750 ~ 70 +1,040 4220 | —1,310 4350 — 960
1950 | +310 +660 — 720 + 250 —20 4140 + 720 4840 | + 290 4800 41,090
Sources * see Appendix B b Europe excluding the United Kingdom, Ircland and Iceland
¢ Including service with the overseas of

European non-sterling countries

combined, therefore, the sterling area’s balance on
goods and services improved by more than $2 billion
from 1949 to 1950, shifting from a deficit just under
$1 billion to a surplus of slightly more than this
amount. It may be seen from Table 59 that the
United Kingdom and the rest of the sterling area
contributed about equally to this improvement if
therr transactions with each other are excluded.
These transactions within the area are, in fact, largely
divorced in the short run from the flow of gold,
dollars or other foreign exchange to or from the
central reserves—a fact of prime importance to an
understanding of the reserve position of the United
Kingdom. Transfers of foreign exchange to or from
the central pool are determined rather by the surplus
or deficit position of the rest of the sterling area
and are offset by counter movements in sterling
balances in London. This becomes clear from the
following recapitulation of transactions between the
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United Kingdom and the rest of the sterling area
in 1950 :1

Millions of current dollars
Net claims for sterling by the rest of sterling area

Rest of sterling area surplus with dollararea + 514
R S A. surplus with O EEC countries . + 414

R.S.A surplus with other countries + 87
R.S.A. gold sales to United Kingdom + 281
Capital movement from United Kingdom
toRSA. . + 353
Other transactions 4+ 51 +1,700
Net use of sterling by the rest of sterling area
R.S A. current account deficit with Umited
Kingdom — 630
Increase (—) 1in R S.A. sterling balances :,972 1,700

1 Flgurés have been derived from Tables 9 and 12 in United
Kingdom Balance of Payments 1946 to 1950 (No. 2),Cmd 8201,
His Majesty’s Stationery Office.

It is thus seen that only a part of the foreign ex-
change receipts of the overseas sterling arca was
necessary to balance current accounts with the United
Kingdom, the greater part being transferred against
increased sterhing balances. Looked at from the
standpoint of the United Kingdom, 1t 1s equally
clear that only a part of the rise 1n its gold and dollar
holdings resulted from the change 1n 1ts own balance
of payments, and this part was achieved partly by
restricting 1mports to a relatively low level. The
remainder of the increase 1n reserves was attributable
to the increased earnings of the overseas sterling coun-
tries, against which the United Kingdom accumulated
heavy new habilities 1n the form of sterling balances.
The total of these balances held by the rest of the
sterling area rose, by the end of 1950, to a level higher
than at any time since the end of the war.

7. PAYMENTS RELATIONSHIPS IN WESTERN EUROPE

The European Payments Union

The development of the heavy surplus position of
the overseas sterhng arca, discussed in the preceding
section, has strongly influenced the evolution of
payments relationships among western European
countries 1n recent months and has been onc of several
factors tending to strain the facilities of the newly
established European Payments Union. At the same
time, however, the general casing of the dollar problem
has helped to provide a more favourable environ-
ment for the shift from bilateral to multilateral trade
and payments arrangements under the E.P.U. and
for the relaxation of trade restrictions among western
European countries

The universal dollar shortage after the war had
been a serious obstacle to the freer development of
trade among European countries and a major reason
for the growth of a jungle of bilateral trade and pay-
ments arrangements which, while permitting trade to
revive under conditions that would otherwise have
made it impossible, inevitably confined trade to
relatively narrow channels and strengthened autarkic
tendencies. The risk was that, if trade controls were
relaxed, large deficit and surplus positions would
develop, necessitating dollar settlements which deficit
countries could not afford or credit extensions greater
than surplus countrics were prepared to grant. The
need to get away from the restrictive effects of the
bilateral system and yet obviate or minimize the risk

of undue strain on dollar and credit resources gave
rise to a series of attempts by western European
countries to work out a more flexible but appropriately
safeguarded payments system, culminating in the
establishment of the European Payments Union in
the middle of 1950

One of the mamn distingwshing features of the
E P.U. 1s that 1t provides for a genuine multilatera-
lization of scttlements, all bilateral surpluses and
deficits among the member countries being consoli-
dated each month 1nto a single net credit or debit
position between each member and the Union as an
entity. It thus differs fundamentally from 1ts prede-
cessor, the Intra-European Payments Scheme, under
which the multilateral offsetting of surpluses and
deficits arising between each pair of countries was
essentially voluntary.? In establishing the new system,
particular care was taken to guard against the nisk

2 Under the first Payments Scheme, which began in October
1948, the multilateral offsetting of bilateral surpluses and deficits
was entirely voluntary, and the second Payments Scheme, which
began in September 1949, modified this only to a limited extent
The practical difficulty under such voluntary arrangements
was that multilateral compensation would serve to concentrate
all bilateral positions on the strongest and weakest parties ,
that 1s, on bilateral claims by over-all creditor countries on the
over-all debtors Under the new EP U, the creditor and
debtor positions become ** impersonalized  in that each country
has only a net surplus or deficit with the Union and not directly
with other member countriecs  For a fuller discussion of the
experience under the carlier Payments Scheme and of the
general principles underlying the European Payments Union,
see last year’s SURVEY, pp. 98 to 108.
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of early and large dollar settlements. This was accom-
plished by the establishment of quotas which, in
effect, operate as lines of credit from surplus countries
in favour of the Union and as lines of credit by the
Union to deficit countries, settlements in gold or
dollars occurring only after certain proportions of the
quotas have been used up. These quotas (which may
operate in either direction for a particular country
at a particular time according to whether it finds
itself 1n a surplus or a deficit position) were designed
to cover seasonal or other temporary disequilibria.
They were also intended to provide time for working
out more basic adjustments where necessary and, for
this purpose, the Union has as one of 1ts most impor-
tant innovations a management board with consider-
able power to review and influence not only the
external but also the internal policies of member
countries. In addition, an attempt was made to take
account of more chronic disequilibria by the estab-
hishment of so-called “initial positions ™ : thus,
several countries granted drawing rights (as a counter-
part to a portion of their E.R.P. aid) to cover their
expected surpluses with the Union, $150 mullion being
provided by the United Kingdom alone, while other

countries were granted drawing rights on the Union
to cover their expected deficits.!

An indication of the greater disequilibrium arising
in trade and other transactions among western
European countries since the beginning of the Korean
war is given in Table 60 : during the nine-month
period July 1950 to March 1951, the sum total of
monthly bilateral deficits under E.P.U. was $2,340
muillion, compared with $4,025 million over the twenty-
one preceding months under the old Payments
Schemes. Moreover, $1 billion of these deficits under
E.P.U. could not be offset, despite the automatic and
compulsory character of multilateral compensation,
and had to be covered by drawings on credits and
initial positions and by gold settlements.  This,
however, was much better than the results under the

1 See Table 61 for these initial debit or credit positions
and also for the quotas set for each member. (These and other
operations are conducted 1n terms of ** units of account ”, but
the unit 1s, 1n fact, equivalent to the United States dollar.)
The “imtial positions ” are comparable with the * drawing
rights ” under the earlier Payments Scheme, except that the
latter rights were established bilaterally and represented a maze
of advance estimates of bilateral balances which, n practice,
could not be foreseen with a reasonable degree of accuracy
with respect either to size or to direction

Table 60

THE COMPENSATION AND FINANCING OF BILATERAL DEFICITS IN TRANSACTIONS
AMONG WESTERN EUROPEAN COUNTRIES

Mullions of dollars and percentages

21-month period under 9&'3]‘_’:";?3:‘{,: ;ﬂir

Intra-European Payments Scheme Umoﬁe (Jul) y1950 -

(October 1948 - June 1950) Y
March 1951)
Transactions i
Hypothetical |
o Ag‘:z‘ﬂ s Per results if ¢ Per Actual Per
un d‘f 1 ;5 P.S cent | EPU had : cent opcrations cent
d i been operative
Total of all monthly bilateral deficits . . 4,025 100 4,025 100 2,340 100
Means of covering *
I. Compensation operations 910 22 3913 72 1,330 58
of which :

Bilateral compensation through time 8259 20 1,728 43 660 28
Multilateral compensation e 8s 2 1,188 29 670 30

II. Financing through drawing rights and credits . 3,115 78 1,112 28 1,010 42

of which :

Drawing rights (I E P S) or initial positions (E.P.U ) 1,280 32 . 265 1
Bulateral credits (I E P.S) or use of quotas (E P.U.) 1,580 40 . 525 22

IIL Gold settlements . . . . . . . ......... 255 6 . 220 9
Sources Information supplied by the O for a C executed outside the Payments Scheme under bilateral

Economuc Co-operation.

payments agreements. For fuller explanation, see accompanying text
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old Payments Scheme, where the amount of multi-
lateral compensation proved to be negligible, and
even straight bilateral compensation was less than
half as much as it could have been had the system
provided for carrying forward and cumulating the
bilateral deficits.! This had left more than $3 billion
to be financed by drawing rights and bilateral credits,
whereas, had the E.P.U. then been in effect, the amount
of such financing required would have been only
one-third as great.

Creditor and Debtor Positions

Gold settlements within E.P.U. have so far been
relatively small because of the financing provided
through quotas and initial positions and also because
of a special credit arranged for western Germany,
discussed below. The means of financing mmtially
provided have been progressively exhausted, however,
and, if the debtor and creditor positions already built
up arc further accentuated, gold scttlements will be
increasingly necessary. The evolution of these posi-
tions, together with the means of scttlement employed,
is shown 1n Table 61, covering the first nine months
of operations from July 1950 to March 1951. The
operations of the Union during this period have
been largely dominated by the growing surplus of
the Umted Kingdom, or rather that of the sterling
area as a whole,? and the growing deficit of western
Germany. Both these positions have accumulated
farrly rapidly and consistently month by month
since the beginning of E.P.U., although the accounts
for the latest month, March 1951, showed a heavy
fall in the rate of growth of the British surplus, while

1 Under the Intra-European Payments Scheme, bilateral
positions were not cumulated from month to month, but were
settled, as far as possible, at the end of each month with the
aid of drawing rights. If the accounts had been cumulative
through time, a much larger amecunt could have been cancelled
out, since 1n many nstances bilateral balances shifted first in
onc direction and then in the other. As the Scheme worked,
the use of drawing rights served to wipe out some of the possi-
bilitics of compensation otherwise arsing, in the course of
time, through the ordinary functioning of the bilateral payments
agreements,

2 On the basis of data given in United Kingdom Balance of
Payments, 1946 to 1950 (No 2), Cmd 8201, the cumulative
credit position of $433 mullion for the period July-December 1950
was accounted for to the extent of $185 million by the United
Kingdom's own current account surplus with the E P.U. area
(including, however, re-exports) and to the extent of $196 million
by the surplus of the rest of the sterling area, the remainder
representing the net effect of capital transactions and other
transfers.

the position of western Germany, in that one month,
shifted for the first time to a small surplus.3

The cumulative British surplus of $549 mullion ¢
was at first financed through drawings on the 1mtial
position granted by the United Kingdom and, after
this was exhausted, by the use of the United Kingdom’s
quota ; the point where partial settlements in gold
to the Umted Kingdom began to be nccessary was
reached 1n November. The cumulative western
German deficit of $446 million was financed at first
by the building up of a large debit position within its
quota, then in part by gold scttlements when these
became necessary, and finally by a special credit of
$120 million granted by the Union 1n November 1n
the hope of tiding over the German payments crisis.

Next to the Unmited Kingdom, France has had the
largest surplus, primanly for reasons which have
been explained in the analysis of its trade position
—that is, the weakness of its home demand during
most of the period, which made for low imports
and at the same time released goods for export in
response to rising demand n other countries. This
brought a raptd build-up of the French credit position
to a point where substantial gold settlements 1n favour
of France have been required. Belgium has shown a
rather similar development, although on a smaller
scale until recently, and the use of the Belgian quota
has not quite reached the point where gold settlements
are necessary. Portugal, the fourth largest creditor,
has had a surplus throughout the period and, like
the United Kingdom and France, has already begun
to receitve gold scttlements.”

Among the debtor countries, the Netherlands has
had a persistent deficit throughout the first nine
months of E.P.U. and accumulated the largest debit
position next to that of western Germany. It has
had to make gold settlements, although this was
made easter by the improvement 1n 1ts balance of
payments with the dollar area and the rise 1n its gold
and dollar reserves during 1950. The Netherlands
deficit is partly a reflection of the import restrictions

3 In the April scttlement of the E P.U, western Germany
had a further surplus of over $40 million

4 In addition, the United Kingdom repaid, during the nine-
month period, some $130 mulhon (gross) of sterling balances
to O.E.E.C. countrics, thus tending to reduce 1ts credit position
m EPU.

5 Switzerland also shows a cumulative surplus, although
small in relation to its quota  Voluntary gold settlements which
Switzerland had made against 1ts deficit for the month of
November were regained 1n December and January as 1t shifted
to a surplus,
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imposed by western Germany to remedy its own
payments difficulties, but 1t 1s also an outgrowth of
the deterioration in the Dutch terms of trade. The
same factors have contributed to Denmark’s deficit
with E.P.U., which also has reached the point where
gold payments become operative. Italy has used its
quota to a point where gold settlements will become
necessary, despite its surplus on trade account with
the E.P.U. area ;! the deficit in the clearing balance
has been explained by the need, under the changed
economic conditions since the outbreak of the Korean
war, to make advance payments for many of the essen-
t1al goods rmported.2 Austria and Greece, two chronic
deficit countries to which imtial credit positions were
granted, have had substantial deficits, and the former
has had to make small dollar settlements.> Sweden
has shown a development contrary to that foreseen
when it was assigned an initial debit position in the
Union, having a small cumulative deficit instead of a
surplus. This 1s attributable to a sharp increase in
imports following hberalization and to a high level
of domestic activity.

The development of debit and credit positions in
E.P.U. is thus beginning to show signs of stress and
strain as the imtial financing facilities are used up
and various deficit countries find 1t necessary to make
gold settlements. The further devclopment of the
position of the smaller members will be strongly
influenced by future changes in the position of western
Germany and the Umited Kingdom : elimination of
the western German deficit would necessarily increase
the pressure on its trading partners, some of whom
are already in a debit position 1n the Union, whereas
a decrcase 1n the Bntish surplus would work 1n the
opposite direction.

The greater part of western Germany’s deficit in
its clearing balance with E.P.U. can be explained by
the sharp increase in its deficit on merchandise trade
with other countries in the system, which reached a
monthly peak of $77 million“in October 1950. The

1 Jtaly may not need to make gold payments if it 1s able to
settle further deficits from its existing sterling resources. Itahan
sterling balances are estimated to have been $210 mullion at
the end of 1949. See The Banker, London, May 1950.

2 Ministro del Tesoro, “ Relazione Generale sulla Situazione
Economica ”, March 1951.

3 The payment by Austria followed the exhaustion of its
mtial credit position and was required under the rule that
members receiving an initial credit position greater than their
E.P.U. quota should not be able to use that quota during the
period for which the mmitial position was established.

rise in the trade deficit was partly the result of the
great cxpansion in western Germany’s food imports
from neighbouring countries following liberalization
and partly the result of the usual time lag between
imports of raw materials and exports of finished
manufactures, which alone would produce a pay-
ments gap 1n a pertod of rapidly rising trade. This
tendency was accentuated by the severe deterioration
in western Germany’s terms of trade and by the rush
of importers to buy raw matenals after the outbreak
of the war in Korea, reversing the tendency in the
second quarter when imports had been held down by
expectations of price declines. Rumours about the
possible revaluation of the pound sterling also seem
to have contributed to the spurt 1n imports. After
some improvement 1n the trade position in November
and December, when the rush for raw matenals and
talk of sterling revaluation died down, the trade
deficit increased again in January and February 1951 :
internal expansion appears to have held back the
export expansion, while the very expectation that
imports would not be allowed to remain on the
existing scale did, 1n 1tself, serve to maintain import
demand. The concentration of western Germany's
trade deficit 1n the E.P.U. area was due to 1ts vigorous
efforts to divert imports away from dollar to non-
dollar sources,* and 1ts demand for raw matenals
caused the greater part of the increase in the deficit
to be 1n trade with overseas sterling countries.

The trade deficit, as derived from western Germany’s
import statistics, accounts, however, for only part
of the deterioration in 1ts clearing balance with
E.P.U. As seen in Charts 6 A and 6 B, the deficit
on trade account with E.P.U. and the total clearing
balance with E P.U. have both followed the same
broad movements, but nevertheless with considerable
divergences.® In the second quarter of 1950, a decrease
in the trade deficit had been accompanied by a much
greater improvement in the clearing balance. This
seems to have been for a rather special recason : in
order to use up drawing rights which had been granted

4 Whereas 1n 1949 western Germany obtained 37 per cent
of 1ts total imports from North America and 45 per cent from
E P.U. countries (including the overseas sterling area), the
corresponding shares 1n 1950 were 16 and 77 per cent respec-
tively

5 The difference in the movements can be only partly explained
by the deficit on service transactions, which 1s estimated to have
increased by about $20 million from the first half of 1950 to
the second half.
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Chart 6 A
WESTERN GERMANY'S TRADE
WITH THE E.P.U. AREA
Mullions of dollars in current prices, imports c.i.f.,
exports f.0.b.
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Chart 6 B
WESTERN GERMANY'’S TRADE AND CLEARING
BALANCES WITH THE E.P.U. AREA
Millons of dollars

Trade balance
Clearing balance ----ceeaecenee

T i ML B O e mn e e e
T T T

Sources  Trade data are from statistics of the external trade of the
western zones of Germany Clearing balance 1s from published reports on
EP U operations

Note — The unport figures for January to December 1949 and for
March 1951 refer 1o countries of origm, those for other months to coun-
tries of purchase Trade balance has been computed with imports aken ¢ 1 f

by western Germany under the carlier Payments
Scheme, other countries were willing to make advance
payments for German goods and to grant credits for
deliveries to Germany. After July the situation was
reversed ; part of the German exports moving out
at that time had already been paid for and brought
in no new money. Moreover, the rumours about

sterling revaluation made importers anxious to settle
in advance for imports from the sterling arca, while
exporters were glad to defer collections in the hope
ol earning a windfall exchange profit, these spe~ulative
tendencies in payments thus accentuating the gap
evident 1n the recorded trade figures. Finally, the
German export expansion was accompanied by some
extensions of credit for long-term deliveries of macht-
nery and equipment, and some of the discrepancy may
also be accounted for by flight of capital.

In brief, western Germany’s experience during the
past year shows the incompatibility between the
premature dropping of selective controls over imports
and the internal expansion required to absorb idle
resources of men and machines. It could be foreseen
that western Germany's attempt to conduct 1ts
foreign trade as 1f 1t had already reached full employ-
ment at home and were solvent abroad was likely to
lead to difficulty and would leave it vulnerable to
speculative forces or other adverse developments
such as the sharp detertoration 1n 1ts terms of trade.
One of the anomalies of the situation 1s that western
Germany, while stll heavily dependent on E.R.P.
aid from the United States and over-drawing on 1ts
credit facilities in E P.U , raised 1ts food consumption
to a level comparable with that of the United Kingdom
and, almost alonc among European countrics, suc-
ceeded 1n some stocking up of raw materials after
Korea, whereas the cieditor countries in EP.U.,
particularly the United Kingdom, strengthened therr
external financial positions at the expense of their
imports.

Western Germany's difliculties 1n E.P.U, however,
may well prove to be only the temporary result of
freeing its imports too soon and too fast, particularly
in relation to 1ts imited exchange rescrves and credit
facilities.!  As in so many other problems, 1t 1s a
question of margins, and the balance could swing in
either dircction with only relatively small changes in
mmports or exports. Fundamentally, western Ger-
many’s position in E.P.U. should be strong in view
of the slack still remaining in 1ts production and
export capacity at a time when foreign demand
works in its favour, although the increased cost of
1its raw material imports leaves the outlook uncertain,
Much depends upon whether or not chief emphasis

! The establishment of quotas n E P U on the basis of each
member's trade turnover with the area i 1949 served to hmit
the credit facilities avaitlable to western Germany 1n relation
to its greatly expanded trade 1n 1950.
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is given to the further expansion of production and
exports or, as seems to be the tendency, to the curtail-
ment of imports ; and, if the latter, whether import
cuts can be distnibuted 1n such a way as to avoid
unduly damaging the exports of neighbouring coun-
tries while still assuring continuity of raw materials
supplies.!

For the near future, the most difficult problem in
E.P.U. may prove to be not so much the western
German debit position as the credit position of the
sterling area. While the slowing down 1n the rate
of growth of this position in March may point to

some easing of the problem, it seems more likely that
sterling area raw materials will continue to be avidly
sought after by western European countries, tending,
at prevailing high prices, further to accentuate the
British surplus. This may be countered in some
measure by a diversion of the United Kingdom’s own
exports away from Continental European markets
to overseas sterling area markets. Unless, however,
European exports to the United Kingdom and other
sterling countries expand rapidly, new financing
difficulties are hkely to anse as the necessity for gold
settlements with the Union increases.2

8. PROSPECTIVE CHANGES IN TRADE AND PAYMENTS

The effects of the great changes in world demand
and prices which occurred in the course of 1950 will
be more fully felt in 1951. One clearly forseseeable
result 1s that the rise in raw-material prices since Korea
will weigh heavily 1n the overseas payments of Euro-
pean countries. While there may be further price
changes 1n either direction, the level of import prices
prevailing at the beginning of 1951 should provide a
rough indication of the effects on the cost of overseas
imports. A comparison of import unit values of raw
materials 1n January and February of 1951 with the
corresponding averages for 1950 shows a rise of about
40 per cent® Prices of food and feeding stuffs
imported from overseas had increased very much less
—by about 10 per cent—but 1t 1s doubtful whether
the full effects of inflationary developments overseas
had yet been felt. Since raw matenials and foodstuffs
accounted for more or less equal parts of Europe’s
overseas rmports 1n 1950 and imports of manufactures

1 While over-all hmits have been indicated for the future
level of imports, nothing 1s yet known about theirr commodity
composition, except that O E.E.C authorities have urged that,
as far as possible, reductions 1n imports should not be made at
the expense of members whose own posttion 1in E P U. 1s weak.

? Sterhng balances held by the OEEC countnes and
amounting to shghtly over $1.1 billion at the end of 1950 may
diminish the need for gold settlements for some countries, but
their use 1n setthing deficits with the Union depends on the
concurrence of the United Kingdom Moreover, these balances
seem to be concentrated in rather few countries, with the three
largest holders—Portugal, Italy and France—apparently
accounting for about one-half of the total.

* Ths calculation 1s based on import unit values of the United
Kingdom and western Germany, weighted according to the
commodity composition of Europe’s overseas imports in 1950.
The unit values for January and February 1951 would roughly
correspond to the end-of-year prices used as the basts for
simuilar estimates in Chapter 1 with respect to the prospective
increase 1n the receipts of primary producing countries from
exports to Europe and North America.

were relatively munor, these price changes would raise
the cost of the 1950 volume of imports by approxi-
mately 25 per cent. In terms of dollars, Europe as a
whole would have to pay about $3 billlon more to
obtain the same amount of goods. The total import
bills of individual European countries will increase
still more as a result of the rise—presumably much
smaller but nevertheless substantial —in prices of com-
modities of European origin.

The possibilities of financing such an increase in the
cost of imports vary greatly from country to country.
The United Kingdom 1n particular 1s 1n a special
situation. Its exports increased in 1950 much more
moderately than those of most other European coun-
tries, and the beginning of 1951 has even seen a decline
in the Bnitish export volume, which 1s now running
at a level roughly corresponding to the average of
1950.4 In view of shortages of raw materials and the
great claims of the British armaments programme,
the volume of exports seems more likely to decline
further than to stage a renewed rise during 1951.
An increase of at least $1 bilion 1n the United
Kingdom’s trade deficit appears to be in prospect if
the 1950 volume of imports 1s mamntained and both
mport and export prices remain at the levels reached
in the first quarter of 1951. Some increase in net
earnings from service transactions is expected,5 but

¢ The recent decline in the export volume appears to be
concentrated on raw materials and unmanufactured articles.
It 1s hardly likely that the export availabilities in this group
—with the possible exception of coal —will increase significantly
during the year.

8 The British Government estimates that net earnings from
service transactions will rise by about $200 mullion n 1951,
This estimate takes into account the interest payments for
United States and Canadian loans of 1946, which alone will
mean a burden of over $100 milhion.
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not enough to prevent a shift of the current account
balance from a surplus to a deficit, unless there is a
further rise in British export prices.

Most other European countries are likely to be
more favourably situated than the United Kingdom
to offset the increased cost of their imports through a
rise 1n exports. In general, the volume and still more
the value of their exports at the beginning of 1951
were running at a level considerably above the 1950
average and, in some cases, may go higher still,
since a number of these countries have had unused
productive capacity and their armaments programmes
are smaller and more slowly developing. Sweden,
Belgium, Switzerland and a few other countries may
be able either to improve their trade balances or to
increase their imports. On the other hand, a number
of other countries—western Germany, the Nether-
lands, Denmark, Norway, Greece and Austria—have
had relatively large over-all deficits, some of them
being chronically dependent on outside financial
assistance. A general rise in the level of prices alone
tends to increase the size of these deficits, in money
terms, particularly when the rise in export prices
is very moderate compared with that in import
prices.

It 1s thus seen that, while the payments positions of
some countries are likely to improve, old strains will
tend to persist or even become accentuated, as in the
case of western European countries which already had
large deficits, and new strains may arise, as in the case
of the United Kingdom. The severity of these strains
and the nature of the adjustments which they may
impose depend largely on the still uncertain factor of
outside financial aid. The assistance received from
the United States under the European Recovery
Programme has been progessively reduced, as foreseen
at the beginning of the programme, and 1n the case of
the United Kingdom and Ireland has been suspended.
On the other hand, the whole programme of American
aid to western European countries is in the process
of reconsideration and adaptation to their defence
efforts, and 1t 15 sull not known to what extent that
aid will serve to relieve economic strains. There is
also some uncertainty regarding the extent to which

two other principal sources of financing will be avail-
able in the future. One of these is the European
Payments Union, where the progressive exhaustion
of credit facilities by deficit countries in western
European trade presents problems of readjustment or
new financing to which answers remain to be found.!
The other is the financing extended to the United
Kingdom by overseas members of the sterling area
through the increase of $1.1 billion in therr sterling
balances during 1950. While the functioning of the
sterling area system tends to make changes in these
balances more or less automatic in response to changes
in other transactions, continuation of such a heavily
unbalanced pattern must impose increasing difficulties
on overseas countries already subjected to heavy
inflationary pressure. It must therefore be expected
that overseas sterling countries, as well as other
primary producing countries whose trade surpluses
with Europe are mounting, will increasingly endeavour
to obtain goods rather than additions to their reserves
or monetary claims in exchange for their own exports.

The balance-of-payments stramns experienced by
European countries as a result of the increased cost
of imports and possible reductions 1n the amount of
outside financial aid recerved will become smaller, of
course, 1If there is a further substantial rise in their
export prices. It is possible that some raw-material
prices will continue to easc or level off and that
further price increases will be chiefly in manufactures,
which are only now beginning to reflect the higher
costs of materials. The very existence of a large and
incompletely satisfied demand in overseas markets
will tend to drive up European export prices still more.
While a continued rise 1n their export prices may
serve to diminish the difficulties experienced by Euro-
pean countries 1n their overseas payments relation-
ships, such an improvement would be achieved only
at the expense of aggravating another and even more
menacing problem—that of growing inflation 1n
Europe and 1n the world generally.

1 A revision of country quotas within the European Payments
Union 1s expected to be made during the summer of 1951 and
may help to relieve some of the more critical payments positions.



Chapter 5

THE PROBLEM OF INFLATION

1. INTRODUCTION

The Upward Movement of Prices

Virtually every European country 1s experiencing in-
flation and the threat of further inflation. Generally
speaking, the problem is most serious in countries
which are heavily dependent on international trade
and hence susceptible to price influences from the
outside. This is the position of most western
European countries, which rely predominantly on
external sources for their raw materials and whose
total imports are, in some cases, as much as 40 per
cent ! of their national incomes.

The clearest indication of the inflationary dangers in
western Europe 1s given by the recent and continuing
swift rise in prices, as shown 1n Table 62 and Chart 7.
Following a period of relative stabihity from the end of
1948 to September 1949 —which, as will be seen, was
more precarious 1n some countries than the figures
would suggest—import and wholesale prices began a
substantial rise in countries which had devalued, the
increase being, in most cases, around 115 per cent
per month or a total of 15 to 20 per cent by
September 1950. Retail prices and the cost of
living showed the usual lag, but nevertheless also
began to rise. Since September 1950, the upward
movement of prices has increased in violence and
scope : the typical rate of increase up to early 1951
has been from 2 to 4 per cent per month for import
and wholesale prices and from 1 to 2 per cent per
month for the cost of living. Even countries where
the cost of living had previously been fairly stable,
as in Sweden and the United Kingdom, or actually
falling, as 1n western Germany and Switzerland, have
not escaped the post-Korean infection.

1 Percentage of Imports to Net National Income
at Market Prices in 1950

Netherlands

Austria
Norway 40-45 15-20
Ireland i Finland ‘
Belgium France
Denmark ‘ 25-35 W. Germany 10-15
Switzerland Italy

Czechoslovakia
Sweden ]
United Kingdom § 20-%° gm ‘ 10

Table 63
MOVEMENTS IN TEXTILE PRICES

Percentage increase in index numbcers
September 1949 to February 1951

Import WHOLEsALE Pm?? Retail
Country g)fnf:fv Raw  Finished | Prices for
materials | materials manu- | clothing
o B factures ~
Belgium 166 130 63 16
France 102 162 97 13
Germany .

UK./US. Zone 113 85a 12a 1
Italy . . 66 b 43 44 17
Netherlands . 144 118 62 40
Sweden . 106 81 45 12
Umted Kingdom 190 115 8

Sources and methods see Appendix B
a Third quarter 1949 to December 1950
b September 1949 to January 1951

The original cause of this recent wave of price
increases was, of course, the nse in world demand
that followed the outbtreak of fighting in Korea.
This took the form of a rush by Governments and
traders to acquire materials that might become scarce
in the event of a large-scale war. But some were
quicker off the mark than others, and what was,
from a world point of view, an nflation of demand
first appeared in Europe mainly as an inflation of
external costs. The steep rise in import costs made
readjustments of selling prices inevitable, even had
there not followed later the prospect of great increases
of internal demand through the decision of European
Governments to spend vastly more than hitherto
on armaments. The vertical transmission of higher
import costs to the prices paid for finished manu-
factures by consumers 1s by no means complete yet,
as Table 63 shows for the particular case of clothing;
for this reason alone, further rises in retail prices
are to be expected, 1n some cases greater than those
which have already occurred.
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INDEX NUMBERS OF WHOLESALE PRICES AND THE COST OF LIVING
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The rise in European defence expenditure is still
largely in the future, but the shadow of Europe'’s
increased defence bill has marched before it.
Increasingly since the autumn of 1950, Governments,
merchants, manufacturers and consumers in Europe,
as in overseas countries, have done their best to hoard
durable goods and materials which were expected to
become scarce or to rise in price. Ths speculative
demand has been an important factor in further
driving up prices that were already rising and in
transmitting price increases horizontally to goods
not directly affected by cost increases. There is
little reason to believe that, in many countries, this
horizontal movement of price rises has more than
started yet.!

A further inflation of costs not yet passed on to
consumer prices has resulted from rises in the incomes
of wage-earners, demanded and granted as an offset
to rises in the prices charged by others, and often
accompanied by adjustments in prices paid to farmers.
Countries such as Norway, Sweden and the United
Kingdom, which had previously been relatively
successful in holding domestic cost-inflation in check,
have in the last few months seen an inflation of wage-
rates in general more rapid than any they have ex-
perienced since the war.? In general, as long as profits
and the prices of consumers’ goods continue to rise,
further increases in wages and thus in costs must
be expected.

The upsurge of domestic prices and incomes has
thus by no means lost its momentum : even should
the more extreme raw material prices continue to
weaken and primary prices in general level off, the
upward movement in European countries must be
expected to continue, and increases in one country
necessarily reinforce increases in others in a trading
community as active as that in western Europe.

1 This horizontal spread to the home market of increases in
external prices may be quite important. For instance, in Sweden,
the higher costs of packing materials due to the transmission
to the home market of higher export prices for wood and paper
have, in spite of the damping effect of export duties, raised the
food component of the cost-of-living index by 2 per cent. See
Konjunkturldget vdren 1951, Meddelanden frin Konjunkturinsti-
tutet, A.19, Stockholm, p. 72.

3 Sce Table 64. The figures given in this table show wage
increases up to the end of 1950. In the first months of 1951
particularly heavy wage increases occurred in several countries ;
in Sweden, they amounted to some 15 per cent on the
average.

Table 64
HOURLY EARNINGS IN INDUSTRY
Percentage increase
Country Dec. 1948- | Dec. 1949-
Dec. 1949 Dec. 1950
Austria 164 196
Finland ¢ 4 324
France 4 20
Denmark ¢ 3 6d
Netherlands ¢ - 10
Norway ¢ 4 104
Sweden f 3 5
United Kingdomz . 3 4
Belgium 3 8
Germany *
UK./U.S. Zone 8 104
Italy 4 4d
Switzerland ¢ - -

Sources and methods see Appendix B
a March 1949 to December 1949
b December 1949 to November 1950
¢ Percentage increase between quarters ending n quoted months
d Provisional
e Hourly rates
f November to November
g October to October

The Additional Claims on Resources

For most (though not all) countries, the present
inflationary tide comes at a time when the volume
of resources available for consumption and invest-
ment can be expected to rise only moderately or even
to decline in some instances. Strong inflationary
tendencies may, of course, arise even with an expand-
ing volume of resources available, as recent experience
in Sweden shows, but the problem of combating
inflation is far more difficult if consumption or invest-
ment, or both, have to be reduced in the face of
buoyant wages and profits, fuller employment, and
rising nroney costs.

While the actual increase in armaments expenditure
in 1950 was moderate, the adverse development in
the terms of trade made itself felt increasingly during
that year. In Table 65, the changes from 1949 to 1950
1n the volume of output, in real income, and in the
volume of resources available for home use are esti-
mated for a number of European countries. Although
the margin of error involved in these calculations is
appreciable, the figures serve to indicate the broad
orders of magnitude. With the exception of France
(where the improvement in production for the year
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as a whole was small) and of western Germany
(where it was extraordinarily large), the aggregate
output of the countries considered rose by about
5 to 8 per cent. The terms of trade, on the cther
hand, deteriorated, in most cases by 8 to 12 per cent.
As a result, the improvement in real national income
was considerably smaller than that in output, amount-
ing to 2 to 5 per cent in most cases. It 1s further
seen that, for most of the countries considered, the
volume of exports increased relatively to that of
imports. In some countries, among them Norway
and the United Kingdom, the balance of payments
even improved in spite of an adverse movement of
the terms of trade, with the result that the volume
of resources available for home use hardly increased
at all. In other countrics, notably Denmark,! Sweden
and the Netherlands, the supply of resources for
domestic use increased at about the same rate as

'In Denmark, the volume of resources available for home use
increascd more than real output n spitc of the fact that the
volume of commodity exports increased slightly more than
imports  This 1s partly because Denmark had a trade deficit
m 1949 which was large, so that a given percentage increase in
1mports at constant prices would have required a substantially
greater percentage (ncrease 1n exports at constant prices if an
increase 1n the difference between them was to be avoided In
fact, the balance of trade deteriorated by about 100 million
kroner at 1949 prices Simularly, the balance of trade of the
Netherlands deteriorated by about 300 million guldens in 1949
prices although the volume of exports mcreased by 4 per cent
more than that of imports.

total output, because the effects of the worsening
of the terms of trade were offset by a deterioration
in the balance of payments.

Although, by and large, 1950 was not a bad year
for consumption and investment 1n Europe, the data
shown 1n Table 65, and other information available,
indicate that a number of important countries are
not well placed to carry the additional claims of re-
armament. In the United Kingdom, consumption
rose by 3 per cent,? but this was partly achieved at
the expense of runmng down stocks of imported
materials, which now have to be built up. Personal
consumption and capital formation also barely
increased 1n France and Norway, although productive
resources 1n the French economy were by no means
fully utilized, as has been seen 1n Chapter 2. Moreover,
the greater utilization of capacity not only in France,
but also in western Germany and Italy—the prin-
cipal reservoirs of unused resources in Europe—may
be difficult to achieve without itself giving rise to
inflationary consequences, as will be discussed 1n
section 3 below.

3 This represented a marked improvement on the wincrements
obtained in the post-war years after 1947 and brought about
a definite improvement 1n the average standard of living. How-
ever, coming after a long period of * austenty ”, 1t may be
more difficult to halt or reverse the increase than if the new
improved level of consumption had never been reached.

Table 65

EXPENDITURE AND OUTPUT IN 1950
Index numbers of volume — 1949 = 100

Germany :
Austria | Denmark | Finland | France westerllll Ireland | Nether-I Norway| Sweden| United
lands Kingdom
zones
Personal consumption 106 107 11la 101 13 106 @ 100 101a | 106 103
Government consumption 104 103 . . 106 106 108 100 107 97
Capital formation at home 94 121 10t 100 114 128 129 985 1 103 98
Resources used at home 103 110 108 102 112 107 106 100 105 101
Commodity exports 149 129 102 ¢ 135 209 113 137 132 126 116
Commodity imports 1004 127 106 107 128 110 132 104 126 100
Real output 107 108 105 | 102 || 13 | 107 108 | 105 | 105 105
Terms of trade ¢ 88 91 88 93 88 94 92 92 95 93
Real income 104 105 103 100 | 109 | 103 103 | 100 | 104 103

Sources see Appendix B,

NoTe — The change in real income is defined as the change in real output
a:_l;uxl;d for the net loss (or gain) attributable to the change in the terms
of trade

The figures given for total real output do not in all cases correspond
exactly to the result of a properly weighted addition of the indices of
resources used at home and of imports and exports  The reasons for this are
partly statistical deficiencies - inter alia, n the deflation factors used —and
partly the fact that the figures for imports and exports (as well as those
for the terms of trade) refer to commodity trade only.

a Includes changes in business inventories

b Excludes changes in business inventories

¢ Includes estimates for changes in reparation payments

d Excluding mmports under ER P  Total volume of commodity imports,
including E R P, was somewhat lower 1n 1950 than in 1949

e Contrary to the defimtion used clsewhere in this SURVEY, the terms of
trade have here been taken as the ratio of export umt valucs to import
umit values, 1¢ a figure below 100 indicates a deterioration in the terms
of trade
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Table
GOVERNMENT
A. Central
Government ToTAL EXPENDITURE OF WHICH : MILITARY EXPENDITURE
Country (m. =U r‘::ltlhon) only
B All public| 1948 or 1949 or 1950 or 1951 or | 1948 or 1949 or 1950 or 1951 or
authonities | 194gi49  1949/50 1950/51 1951/52 | 194849 1949/S0 1950/ 1951/52
Austria . Milhion schillings A 5,302 6,741 7,318 8,562 355a 525a 400 a 300a
Belgium 1,000 m francs A 70.7 786 773 782 45 67 72 125
Czechoslovakia 1,000 m korunas B 67 89 132 166 7 86 96 104
Denmark Million kroner A 2,238 2,394 2,570 309 315 400 ¢ 550 ¢
Finland 1,000 m. markkaa A .. 1227 179 1147 4.5 47 6.0
France . . . . . 1,000 m. francs A 1,566 1,983 23174 2,780 335 393 4694 725
Germany :
western zones . | Million DM A .. 12,768 4448a 6,595a
Hungary . . . 1,000 m forint B 53 9.3 200 295 02 12 20 4.1
Ireland . . . . . Million £ A 76.6 859 940 . 3.7 37 4.0 .
Italy . . . . 1,000 m. lire A 1,361 1,460 1,497 1,824 2N 302 419 460
Netherlands Million guldens A . 4,237 4,702 5,318 . 672 1,088 1,500 ¢
Norway Million kroner A 2,636 2,774 2,589 2,685 272 366 370 553
Poland 1,000 m new zlotys| B 120 174 252 520 12 18 26 37
Spain 1,000 m pesetas A 15.2 166 176 19.1 57 63 6.6 68
Sweden Milhion kronor A 5,107 5,504 5,130 5,752 903 992 888 1,153
Switzerland . Mullion francs A 1,594 1,552 16356 1,805 418 478 5186 720
Turkey Million T A 1,368 1,320 1,487 469 435 458 .
USSR 1,000 m roubles B n 412 413 452 66 9 83 96
Umited Kingdom | Muillion £ A 3,299 3,507 3,350 4,384 760 745 801 1,490
Yugoslavia 1,000 m dwnars B 138 164 174 173 15 24 28 29

On present prospects, some further deterioration
in the terms of trade of most European countries as
between 1951 and 1950 will make an additional claim
on their resources which, as seen in Chapter 4, 1s
unlikely to be offset to any great extent by increases
in balance-of-payments deficits. But the major factors
determining the changes in resources available for
civilian use will be the increased requirements of the
military services and the extent to which these may
be offset by increases in total production.

The latest budget estimates for military expenditure
in the various European countries in the financial
year beginning in 1951, together with actual expen-
diture during the years 1948 to 1950, are shown in
Table 66. In addition to the absolute amounts,
mulitary expenditure has been expressed as a percentage
of total Government expenditure and, in so far as
data permit, of the net national income. For western

Sources and methods sce Appendix B

NoTe — Italic figures refer to budget estimates The figures relate to
calendar years, with the following exceptions Turkey « March/February ,
Denmark, Germany (western zones), lreland, Umited Kingdom Apnl/
March , Italy, Sweden © July/June

Germany and Austria, the figures for military expen-
diture represent the costs of occupation, which may
best be regarded as an economic burden arising
from the international tension. When considering
these figures, it must be remembered that the per-
centages relating military expenditure to total Gov-
ernment expenditure are not strictly comparable
between different countries owing to considerable
differences in the scope of Government budgets.
In particular, comparisons on this basis between
countries of western and eastern Europe are mislead-
ing, since in the latter group of countries the State
budgets generally embrace a larger part of the
national economy. Moreover, in these countries
(apart from the Soviet Union) the figures for a given
country are not even fully comparable as between
different budget periods, since the scope of the
budgets has been greatly extended during recent years,
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66
EXPENDITURE
MILITARY EXPENDITURE AS PERCENTAGE OF :
Total expenditure Net national income
Country
1948 or 1949 or 1950 or 1951 or 1948 or 1949 or 1950 or 1951 or
1948/49 1949/50 1950/51 1951/52 1948/49 1949/50 1950/51 1951/52
6.7 78 55 35 14 17 12 09 Austria
64 85 9.3 160 1.8 2.7 27 46 Belgium
104 9.7 73 63 . . Czechoslovakia
138 132 156 . 19 18 21 29 Denmark
. 37 40 52 14 1.1 14 Finland
214 19.8 202 26.1 6.3 6.1 64 93 France
Germany :
. o 3438 . 64 95 western zones
38 129 100 139 Hungary
4.3 43 43 1.1 1.1 11 Ireland
19.9 207 280 252 4.5 4.8 64 70 Ttaly
.. 159 23.1 282 . 4.1 7.0 97 Netherlands
103 132 14.3 206 30 38 36 49 Norway
10.0 103 102 7.1 Poland
3715 380 375 356 52 55 43 44 Spain
171 180 173 200 40 41 34 4.1 Sweden
26.2 308 317 400 24 2.8 30 4.1 Switzerland
343 330 308 . 65 60 6.2 Turkey
178 192 201 212 USSR.
230 212 239 340 81 75 76 134 United Kingdom
109 146 161 168 Yugoslavia

a Occupation costs

b Revised budget estimates
¢ Preliminary estimate

d Probable results

For various reasons, the increases in money expen-
diture recorded in Government budgets tend to
understate the true economic burden of multary
preparations. In the first place, Government outlays
on the food, clothing and pay of the armed forces
are much smaller, in most countries, than the value
of the contribution which the men enrolled for military
service would otherwise have made to the national
product.! Secondly, there may be certain expenditure,
both in the private sector and in the civilian Govern-
ment budget, which is partly or wholly motivated
by military considerations, although not of a direct
military nature and not charged to the mulitary
budget.2 It 1s safe to conclude, therefore, that the

1 In the Umted Kingdom, for instance, where detailed military
accounts are published, the pay and maintenance of men n
uniform 1n 1949 amounted to about £325 per head, while output
per head of industrial population was around £500.

percentages of national income devoted to military
purposes, as shown in Table 66, fail to reveal the
full economic burden of these outlays.?

The ratio of mulitary expenditure to national
income in 1951 seems likely to increase in several
countries by as much as 50 per cent, or even more,
over the 1950 ratio. For some countries of western

1 For instance, the economic plan for Norway for 1951
provides for a considerable increase 1n private investment 1n
lorries, explicitly for defence purposes. Moreover, expenditure
on certain para-military 1s not included in the
defence data 1n Tables 66 and 67.

3 On the other hand, 1t must be borne in mind that the budget
estimates shown 1n Table 66 refer to the fiscal year beginning
1n 1951, which 1n several countries does not coincide with the
calendar year. It is also possible that, in some countries, the
actual increase in expenditure will proceed at a slower rate
than 1s indicated by the budgetary figures, but this may be offse
by the fact that d outlay on ar 15 often fi d
in the private sector at the preparatory stages, so that it 1s
reflected 1n Government accounts only with some delay.
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Europe, the total of defence expenditure will thereby
be raised to around 10 per cent of net national income,
and 1 the United Kingdom the share will be even
bigger. These estimates, it should again be stressed,
do not take into account the indirect costs not reflected
1n Government budgets ; nor do they fully allow for the
likelihood that the switch of production from civil
to military purposes will involve bottlenecks and
stoppages for re-tooling which will temporarily hold
productivity and the national income at a lower level
than it would otherwise have reached.

In the absence of estimates of national income for
eastern European countries fully comparable to those
of western Europe, an attempt has been made to
establish a common measure of the economic burden
of defence expenditure by expressing each country’s
expenditure 1n terms of the man-years of industrial

labour which it would buy in that country. The
figures of defence expenditure have, in other words,
been divided by the average wage of industrial
workers. It goes without saying that such calculations,
the results of which are shown in Table 67, indicate
only broad orders of magnitude of the relative amount
of productive resources devoted to armaments. An
addition of the corresponding absolute figures, with
a rough allowance for countries not included in the
table, would show that Europe, excluding the Soviet
Union, is going to spend in 1951 the equivalent of
some 14 or 15 million industrial man-years on defence,
or about 35 per cent more than in 1950.1

1 The figures presented 1n Table 67 can at best indicate the
relative economic burden involved in military preparation ;
they are wholly rrelevant for consideration of relative military
strength, a question which 1s outside the scope of this SURVEY.

Table 67

DEFENCE EXPENDITURE EXPRESSED IN TERMS OF INDUSTRIAL MAN-YEARS
Rough estimates

Defence expenditure 1n thousand Defence expenditure in man-years
Country man-years per thousand inhabitants
1949 1950 1951 1949 1950 1951
Belgium . e e 120 130 210 14 15 24
Czechoslovakia . e 160 a 160 170 13a 13 13
Denmark . . - - 50 60% AL 12 14% 1706
France . .. 1,600 1,700 ¢ 2,200 38 40 ¢ 51
Germany : westcm zones 4 .. 1,300 1,700 .. 27 35
Italy . P 950 1,350 1,350 21 29 29
Netherlands . . . 250 375 475% 25 37 466
Norway 55 55¢ 70 17 17¢ 21
Poland 275 325 450 11 13 18
Spain . 550 600 600 22 22 21
Sweden . . . 180 160 180 26 23 25
Switzerland . P 75 85 115 16 18 24
United Kingdom . 2,300 2,400 ¢ 4,200 46 47 ¢ 82
Yugoslavia . . . . . 475 550 575 30 34 35
Total of countries listed 8,500 9,250 12,370 28 31 40
U S S.R. 8,400 8,800 ¢ 10,200 42 43¢ 49
United Statese . P 4,700 4,600 ¢ 11,400 31 30¢ 74
Sources sce Appendix B has been made for d(ﬂerenm between the various muonnl definitions of
defence for year are
Notg — The figures for defence expenditure on which the esti are lcs: rehiable than inter-| lempoul comparisons for any

based are those given in Table They do not include expenditures on internal
security, although these may in some cases embrace the cost of certain para-
military organizations Expenditures on internal security, as shown n govern-
ment budgets, are of a widely varying
of defence expenditure, they amount 1n 1951 (1951/52) bud;eu lo 50 n Cmcho-
slovakia, 6 in France (after the recent transfer of th

particular country

Except 1n the case of the United States and Norway, the figures relate
to the fiscal years beginning in the years indicated n the column headings
Unless otherwise indicated below, the estimates for 1949 are based on figures
of actual expenditure as recorded in closed accounts or on provisional

of actual

defence budget), 12 1n Italy and 135 in Poland

The figures 1n this table are rough estumates of the number of man-
years of industrial labour in each country that the defence expenditure of
that country would buy. The average cost of a man-year of labour, a neces-
sary ingredient in the calculation, can only be very roughly estimated for
some countries ; although an attempt has been made to include 1n wage-
costs social benefits such as family allowances, paid holidays and social
nsurance the cost of which is borne by the employer, there may sull remain
some inconsistency as between different H ', N0

For details of the calculations, see Appendix B

a Budget forecast

b Preliminary estimate
¢ Closed accounts or provisional results.

d Occupation costs.

, those for 1950 and 1951 are budget forecasts
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To sum up, a number of European countries are
faced with additional armaments expenditure in 1951
amounting, in several cases, to 3 or 4 per cent or more
of national income. In some of them, the adverse
effects of the changed price relationships in foreign
trade may amount to another 1 or 2 per cent of
national income. In most instances, these increased
claims on the national product could be more or
less offset by increased production if the maximum
potential increases indicated at the end of Chapter 2
could be fully achieved. It was estimated there—
without allowing for industrial disturbances due to
shortages of raw materials and shifts 1n production
from civilian-type to military goods—that output 1n
the industrial sector might be increased in 1951 by
about 7 per cent 1n the United Kingdom, the Nether-
lands, and the Scandinavian countries, and —assuming
full use of all technical possibilities—by as much as
14 or 15 per cent in France, Italy, and Belgium.
These increases in the output of industrial goods are,
however, unlikely to be realized, as is indicated in
Chapter 3, when account 1s taken of shortages of
industrial materials and when allowance 1s made for
other disturbing factors ; and 1t must also be remem-
bered that total national output, including that of
agriculture and services, ordinanly nses rather
more slowly than industrial production alone. For

countries now embarking on heavy armaments pro-
grammes, it is safe to conclude that the increase in
civilian consumption and investment will be extremely
small at best and that in some countries there may be
an absolute reduction in living standards. Since these
adjustments are to take place at a time when the
structure of prices and incomes has already been
disturbed, the possibility of achieving them without
further inflation seems remote.

The forces of inflation are at work in virtually all
European countries, but in different combinations
and strength, depending on industrial structures, the
degree of dependence on foreign trade, and the extent
of the rise in defence expenditure. Moreover, the
methods used in different countries to bring about
the desired re-allocation of resources and to reduce the
inequities and -inefficiencies of inflation—not to say
the degree of success or failure of their policies—
are bound to depend in part on their institutions and
traditions and their past experience of inflation.
Inflationary manifestations in eastern European coun-
tries in particular appear to be very different 1n origin
and form from those found elsewhere, and will be
considered first before proceeding to a consideration
of the problems as they present themselves in western
Europe.

2. MONETARY PROBLEMS IN EASTERN EUROPE

Complete State control over the larger part of the
economy, together with the relatively small dependence
on foreign trade, tends to place the Governments of
eastern European countries in a favourable position
for securing monetary stability. Within technical
Limits, the supply of different kinds of goods, as well
as their prices, is largely a matter of State decision
and control, and the State should also be in a position
to fix total monetary demand through the determina-
tion of the national wage bill and the concentration
of investment activity in 1ts own hands. There 1s
little possibility of major price disturbances of external
origin : trade with countries outside the area, always
relatively small, has been progressively reduced, while
the formerly small but now rapidly expanding trade
among countries within the area is conducted largely
on the basis of prices set under long-term agreements.

Furthermore, by appropriate methods of subsidies
and taxes, price increases for imported materials, as
well as for export goods, can be prevented from
affecting the internal price levels. In other words,
price changes in foreign trade can be readily neutral-
ized by variations in the effective rate of exchange,
which may vary widely from the official rate and from
one commodity to another.

If over-all balance between demand and supply
is secured, the question remains whether the benefits
from 1increased productivity should be reaped in the
form of lower prices (while keeping nominal incomes
stable) or in the form of higher money incomes (while
keeping prices stable). The choice between these
alternatives is by no means a purely formal one,
concerned only with the nominal level at which prices
and incomes are reckoned ; if the second alternative
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is followed, there is a strong presumption—as expe-
rience has shown—that the increase in money incomes
will be concentrated on precisely those trades the
productivity of which has risen. In that case, the
distribution of income and the cost and production
structure are shifted in a way that is not in accordance
with the true supply price of labour.! The first
alternative, which is that postulated in classical
economic theory, has become the regular practice in
the Soviet Union, where a series of price reductions
has been decreed at the beginning of each year since
1948 3, while in western economies the practice has
increasingly been to take out increased productivity in
the form of higher wages 1n the trades concerned.?

In the other eastern European countries of planned
economy, the combination of stable nominal incomes
and falling prices also appears to be the aim of
economic policy. However, 1n actual practice, those
countries have recently been faced with serious
problems of controlling inflationary pressure arising
from the cost side. In the absence of statistics on
prices, money and banking, 1t is not possible to follow
the developments in detail, but the main problem of
internal equilibrium with which these countries are
confronted is clearly indicated by available information
on employment and wages, as shown in Table 68.
It appears that, in Poland, Czechoslovakia, Hungary
and Rumania, the total wage bill increased from 1949
to 1950 by as much as 25 to 35 per cent, owing both
to increased employment and to higher wage rates.
Since most of the figures relate to the socialized sector
of the economy only, the increase in employment
may partly reflect a transfer from private to State-
controlled occupations, but, even if this is taken
into account, 1t seems clear that money incomes

1 A closely connected problem is encountered in the inter-
national field . broadly speaking, the benefits from increased
productivity 1n the highly industrialized countries have not,
as pre-supposed by the classical theory of international trade,
been spread to other countries through lower prices See for
instance, Raul Prebisch, The Economic Development of Latin
America, Economic Commission for Latin America, United
Nations Department of Economic Affairs, 1950.

2 The price reductions announced in early 1951 were con-
siderably smaller than in the preceding years. This seems to
indicate that the rate of increase in the output of ’

Table 68

EMPLOYMENT, AVERAGE WAGES AND
TOTAL WAGE BILL IN THE NON-AGRICULTURAL
SECTORS OF FIVE EASTERN EUROPEAN
COUNTRIES, 1950

Index numbers — 1949 = 100

Country Employment m&"e‘;m:: g wa'\rgoembllll
Bulgaria 108 @ 106 114
Czechoslovakia . 108 a 118 127
Hungary 115 112 129
Poland . . . 108 117a 126
Rumania . . 124 e 1384

Sources and methods see Appendix B
a The figures are derived from the data shown in the other two columns
b Refers only to industry

have tended to increase at a faster rate than can
possibly have been the case with the output of con-
sumers’ goods.* The causes of the increase in wage
incomes are similar to those experienced in western
countries with fewer socialized industries but high
levels of employment. Labour is scarce and there is
a great desire to increase productivity ; national
enterprises, willy-nilly, bid up wage rates, and increas-
ing emphasis on piece-rate working® and special
incentive schemes drive up average earnings, in some
cases even faster than productivity.

Against this rising tendency of money earnings,
the output of agricultural goods has increased only
moderately,® and the rise in the output of industrial
consumers’ goods, although considerable in itself,
was distinctly lower than the over-all increase 1n
industrial production. Thus, in Poland, the increase
1n the output of textiles from 1949 to 1950 was of the
order of 10 per cent, and total agricultural production
is reported to have increased by some 13 per cent.
In Czechoslovakia, the output of textiles and clothing
is reported to have risen by 9 per cent.

4 The situation appears to be not unlike that existing in the
Soviet Union during the First Five-year ?lan, when the vigorous

goods, after some years of rapid recovery, from the very low
levels after the war, 1s now settling down to a more normal
proportion.

3 In the United Kingdom, for instance, under the policy of
wage restraint, adjustments of wages have come to be consi-
dered as permissible whenever they can be shown to be associa-
ted with an increase 1n output 1n that particular occupation.

of employ and 1 gave rise to a
serious shortage of consumers’ goods.
8 See Economic Bulleun for Europe, Vol. 2, No. 2, page 59,
Table 7.
¢ An important exception i1s pig-meat production in Poland.

It was mentioned in Chapter 2 that the number of pigs rose by
33 per cent from 1949 to 1950.
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The discrepancy between demand and supply for
consumers’ goods has occasioned a wide range of
measures of economuc policy, in order to wipe out
hoarded purchasing power, to strengthen the control
of wage developments, to promote savings and to
prevent an increase in the price level by the rationing
of basic necessities.

In Poland, an inflationary tension arising in the
latter half of 1949 was counteracted at the end of the
year by a considerable increase of food prices paid
by consumers, while prices paid to farmers were left
unchanged.  Also, the prices for some industrial
goods were increased and the cost-of-living index rose
by about 10 per cent between 1949 and 1950. In
addition to the lack of balance between current income
and the supply of consumers’ goods, Poland was
faced with the problem of hoarded purchasing power.
This was dealt with by the monetary reform of October
1950, through which the value of private money
holdings was reduced by two-thirds. By drastically
reducing purchasing power 1n the hands of non-wage-
earners, the reform appears to have served the double
purpose of relieving the existing buying pressure and
of reducing the economuc strength of private traders
and the more well-to-do peasants. The latter were
hit particularly hard, since both their money holdings
and their loans to small peasants were depreciated.
In the months following the monetary reform, the
increasing trend of prices seemed to have stopped
and, at the end of 1950, some consumer prices were
reduced, whereby the cost of living may have declined
by a few per cent.

In contrast to Poland, the bulk of consumers’ goods
continued to be rationed in Czechoslovakia, where
conditions of suppressed inflation still exist. The
main mstrument for mopping up surplus purchasing
power 1s the “ general tax ” on additional supplies
of rationed goods, which can be freely bought at
very high (but controlled) prices. This tax accounts
for about half of all public revenue. In the muddle of
1950, reductions of 10 to 20 per cent of “ free ” prices
of the main agricultural products were announced,
but, under the double-price system prevailing, 1t 1s
difficult to judge the effects on the movement of
the cost of living. In the latter half of the year, the
rise 1n wage incomes caused serious concern and it
was announced that, under the prevailing conditions,
further reductions of free prices or the abolition of
rationing could not be expected. At the same time, it
was announced that, in order to get wage develop-

ments under stricter control, a central wage authority
was to be established in 1952. Meanwhile, special
measures have been introduced to control the total
wage bills for the different branches of the national
economy. As from March 1951, ordinary wage rates
are to be applied for Sunday and other overtime work,
and wage efficiency standards are to be hardened.
In the beginning of 1951, rationing of bread and
flour, which had been discontinued i1n 1949, had to
be re-introduced. The difficulties in the supply of
bread grain in Czechoslovakia seem to be due to a
relative shortage of coarse grain which, in conjunction
with the very low price of bread, caused excessive
feeding of bread grain and even bread to animals.

In Hungary, difficulties arose from a strong upward
movement of wages which lasted until the middle of
1950, and 1n the second half of the year inflationary
pressure was enhanced by an increased propensity
to spend. In July 1950, the rising trend of wages was
checked by a drastic hardening of efficiency standards
and a rearrangement of basic wage rates.! Further-
more, attempts were made at relieving the wage
pressure through direction of labour. As in the case
of Czechoslovakia, 1t 1s intended to institute a central
wage authority which would have to draw up a wage
bill, taking into account all sectors of the economy.
Although wage levels remained stable in the latter
half of 1950, shortages arose for several food products,
owing partly to a decline of livestock production and
partly to scare buying, and a growing proportion of
agnicultural products was traded through 1illegal
channels. In the beginning of 1951, rationing was
introduced for bread, flour, sugar, butter, fats, soap
and (in Budapest) milk, while maintaining free sales
off the ration at higher ** commercial ” prices. The
strong propensity to spend, both in towns and in the
countryside, 1s apparent from the fact that institu-
tional savings hardly increased during 1950. In order
to stimulate savings the National Savings Bank was
reorganized, lottery savings books were introduced
and attempts were also made to stimulate private
saving through the organization of building co-
operatives.

In the countries considered so far, inflationary
pressures arose in 1950 against the general background
of rising hving standards and, therefore, the distur-
bances were of limuted scope. Yugoslavia was faced

1 See Economic Bulletin for Europe, Vol. 2, No. 2, p. 60.
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with more intractable problems, since in that country
a serious discrepancy between money income
and supply of consumers’ goods developed as a
result of a decline in production while money
income of wage-earners remained fairly stable.
The decline in agricultural production, due to a
severe drought, was of the order of 25 per cent ;
at the same time, the output of industrial consumers’
goods increased only little from 1949 to 1950, and
for textiles there was even a decline of 4 per cent.
Under these conditions, the main problem has been
to secure deliveries of products from agriculture,

while avoiding too big a change in the price relation-
ship between agricultural and industrial goods.
Production and deliveries of agricultural products
were encouraged by enlarging the rights of peasants to
sell on the free markets, and at the same time the
increase in the purchasing power of peasants was to
some extent checked by increases in the prices of some
industrial goods. In order to alleviate the effects on
the cost of living, the already low prices of rationed
food were reduced by 30 per cent in January 1951.
Thus, the price gap between rationed and unrationed
goods has widened considerably.

3. THE EXPERIENCE AND PROBLEMS OF WESTERN EUROPEAN COUNTRIES

Prices and Production since the War

The difficulties now faced by western European
countries must be seen against the background of
their past experience in dealing with inflation. Though
that experience has varied widely, certain basic simu-
larities can be found among those countries which,
by choice or necessity, have relied chiefly on credit
control as the main weapon of anti-inflationary
policy, and which show, on the other hand, certain
fundamental differences compared with other countries
relying more on a combination of fiscal and admin-
istrative measures. The first group is typified by
France, Italy and Belgium, the second by the United
Kingdom, Sweden and the Netherlands. The com-
parative analysis of industrial production given in
Chapter 2 has already shown the considerably less
favourable results attained, both since the war and
in relation to pre-war levels of output, by countries in
the first group as compared with those in the second.
These contrasting results on the side of production
are not unrelated to differences on the side of money,
and a further analysis of the experience of these
countries serves to illustrate the lurking dangers in
the situation in which most European countries now
find themselves.

The movements of prices and production since
the war are shown in Chart 8 for each of these
countries. It will be seen that the United Kingdom,!
Sweden, and the Netherlands have all experienced a
slow but steady rise 1n prices accompanying the large
and sustained increase 1n their industrial output. In

1 The dip in production and employment in the United
Kingdom 1n early 1947 was due to the coal crisis, which caused
an interruption 1n production.

the other three countries, both prices and production
have moved in much more irregular fashion, but with
a simularity suggesting that both series have been
affected by common factors. It is broadly true to say
that, in these countries, production expanded only
during periods of rising prices, while it stagnated 1n
periods of monetary stability. Thus, in France, the
years 1946 to 1948 were a period of more or less
continuously rising prices associated with a more or
less steady increase in production, while, from the
first quarter of 1949 up to and including the second
quarter of 1950, prices remained constant or fell, and
production was shghtly falling. In the second half
of 1950, when the price level started rising again, the
expansion of production was resumed. Similarly, in
Ttaly, the monetary stabilization 1n the third quarter
of 1947 brought the period of expansion in production
to a halt, and up to the last quarter of 1949 fluctua-
tions in output coincided broadly with fluctuations
in wholesale prices. It is only in 1950 that production
shows a clear improvement, rising significantly above
the 1929 level. Again, in the case of Belgium, where
prices were stable or falling up to the middle of 1950,
the level of production more or less stagnated between
the beginning of 1948 and the muddle of 1950, the
rise in output in the second half of 1950 coinciding
with the reappearance of a period of rising prices.

It should also be noted that, in the United Kingdom,
Sweden and the Netherlands, the level of employment
was steadily and slowly rising throughout the post-
war period, and unemployment amounted to only
some 1 or 2 per cent of the working population. In
France, Italy and Belgium, on the other hand, there
were fluctuations in employment, although of a much
more moderate character than in production, and
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in all three of these countries industrial production
appears to be well below capacity. Belgium and
Italy have heavy industrial unemployment and large
reserve plant capacity. In France there is practically
no visible unemployment, but there seems to be a
relatively heavy staffing of the service trades and
considerable disguised unemployment in the form of
part-time work. The relative stability in industrial
employment 1s partly to be explained by the fact
that variations in demand and production are reflected
in changes in the number of hours worked rather
than in changes 1n the number of industrial em-
ployees.

A final observation which may be made from the
charts ! and which 1s relevant to a consideration of
the future implications of the present inflationary
situation, is that France, Italy and Belgium have not
until very recently progressed beyond their pre-war
peak levels of production, which was i 1939 in
Italy and as long ago as 1929 in France and
Belgium (whose output in the 1930’s did not
regain the pre-depression levels). By contrast,
1950 industrial production exceeded the pre-depression
level by about 65 per cent in the Netherlands,
80 per cent in the United Kingdom, and as much as
140 per cent in Sweden.?

From the foregoing facts, 1t appears that countries
—such as France, Italy and Belgium--which rely on
credit policy as their principal means for ensuring
monetary stability have been able to stop the rising
trend of prices (at any rate over certain periods),
but have been able to do so only at the expense of
halting the advance of production and holding it well
below the technical himits set by total supplies of
manpower and plant capacity. The inability of these
countries to have both sustained progress and mone-
tary stability does not necessarily mean that their
policy has been “deflationary” 1n the sense that
credut is tightened beyond the point needed for price
stability. The experience suggests rather that, within
the Iimitations imposed by their policies, the expan-
sion of activity to near-capacity levels always 1nvolves
a renewal of the inflationary danger. One of the mam
reasons for this is that it 1s largely in the investment
sector that idle resources exist and that the supply

1 See Chart 9.

* Sweden had been able to make exceptionally great progress
in 1ts industrial production 1n the 1930’s compared with other
countries largely because of the extraordinarily strong demand
for 1ts exports.

of at least one mmportant item of consumption--
namely food—is inelastic. Unless, therefore, effec-
tive measures can be taken to sterihze the additional
purchasing power generated by production, the expan-
ston of cconomic activity 1n 1tself leads to an increase
1n prices in the consumption sector * and a lowering
of the real income of those already employed, even
though there 1s an increase 1n the consumption levels
of those newly brought into employment or of those
whose mncome has nisen owing to working longer
hours. This redistribution of real income through
an increase 1 the cost of living mn relation to the
ruling level of wages is bound to create strong pressure
for wage increases, even when aggregate real wages
are rising because of the growth of employment. The
pressure is liable to be particularly strong in those
countries where large differences 1n  wealth and
consumption standards make workers unwilling to
accept sacrifices 1n their real income. In brief, an
expansionary policy tends to set inflation going long
before full employment 1s reached.

In the United Kingdom, Sweden and the Nether-
lands, on the other hand, Governments have been
able to sterilize a greater proportion of the extra
incomes generated by an expansion of production
and, as a result, the concomitant price nises, although
they have not been neghgible, have been smaller.
Governments, therefore, have been willing to encourage
production to go on increasing up to the pomnt of
maximum utithzation of labour and capacity, beyond
which further increases can be achieved only by
measures to raise productivity. The inflation problem
in these countries has not, however, been solved, as 1s
apparent not only from the fact that prices have risen
contmuously since the war, but also from the various
weapons employed to hold demand in check.
Governments in these countries have been more
willing than others to prolong the wartime rationing
of scarce commodities or even to extend rationing
to new commodities,4 to control the allocation of
scarce materials by admunistrative measures, and to
guide or influence investment. They have also been
aided tn holding inflation within bounds by two basic
advantages over Governments in the other group of
countries.

Y 1;1 5(; lfar as the additional output 1n the investment sector
can be exported, thus leaving room for additional imports of

consumers’ goods, the inflationary pressure arising from the
1nelasticity of home production of consumers’ goods 1s mitigated.

¢ In the United Kingdom, bread rationing was imposed for
the first time after the war.
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Chart 8
PRODUCTION AND PRICES FROM 1946 TO 1950
Logarithmic scale

A. Industnial production 1946-1950
B. 1938 level of industrial production 1929 =100 (for Sweden : 1930==100). Left-hand scale
C. Industrial employment
D. Wholesale prices for industrial goods. January 1946 =100. Right-hand scale
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Chart 9

INDUSTRIAL PRODUCTION FROM 1946 TO 1950
Index numbers (1929 = 100). Logarithmic scale
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The first of these advantages stems from their level
and distribution of income and their tax systems.
Incomes not only are higher in general in the
United Kingdom, Sweden and the Netherlands than
in France, Italy and Belgium, but they also appear
to be more evenly distributed. Through efficient tax
systems—rates which are both high and highly progres-
sive, and a relatively high standard of tax morality !
—large proportions of any additional incomes gener-
ated in production are automatically siphoned off.
The importance of this factor can be seen from
Table 69. Both the level and the progression of tax-
rates appear to be roughly similar 1n the Scandinavian
countries, the Netherlands and the United Kingdom.
In France, although the rates on the highest incomes
are lower, the rates of tax on the middle incomes
are about as high as, and in Italy not greatly less
than, in the Scandinavian countries. But the differ-
ences in the total amount of income tax collected are
much greater than can be explained by differences
1n tax rates alone. While it amounts to 10 to 12 per
cent of national income 1n the Netherlands, the Scan-
dinavian countries and the United Kingdom, the
corresponding percentages were only 55 1n France

1 This should not be interpreted as implying that tax evasion
1s not a problem 1n northern countries also  For obvious reasons,
Iittle statistical information is available on 1ts extent, but 1t 1s
known, for example, that after the Danish monetary reform of
1946, which brought to Iight asscts hitherto hidden from the tax
authorities, taxable capital rose suddenly by about 15 per cent
It 1s also known that the taxed profits of individuals and com-
panies d n agri and horticul m the United
Kingdom in 1947 were about £125 milhion, whereas the official
estimate of *income from farming”, conceptually not very
different, 1n the same year 1s £205 mullion.

and 315 in Italy. These discrepancies point to the
generally acknowledged fact that, in France and
Italy (as also in western Germany since the war),
tax evasion presents a major problem. In France,
the income tax was re-modelled on the northern
pattern 1n 1948, but can hardly be expected to work
efficiently until shortcomings in tax assessment and
collection have been eliminated ; Italy wholly lacks
a modern tax structure.?

The second great advantage enjoyed by the northern
group of countries is that they have never experienced
1n recent times a serious and progressive weakening
of public confidence in the value of money. Although
the decline in the buying power of money during
the war was substantial and has since then proceeded
gradually, 1t has never been sufficiently acute and
sustained to affect greatly the behaviour of business
men and consumers. Some traders, however 1rrational
their behaviour may be, still adjust their selling prices
only when they have to acquire new stocks at higher
prices ; they do not at once pass on every rise in the
replacement costs of their existing inventories. In
general, the Governments of these countries have been
able to apply controls on consumption and investment
without fearing that a large part of the expenditure
so frustrated would be diverted to other goods whose
prices would be bid up. In France and Italy, on the
other hand, the great inflations experienced during and
after both world wars have left a residue of public
distrust 1n the lasting value of money and a sensitive-

T See Economic Bulletin for Europe, Vol 2, No. 3, pp 62-67.

10
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Table 69

EFFECTIVE RATE OF INCOME TAX FOR A MARRIED COUPLE WITH TWO CHILDREN
Percentages of fanuly income

Income tax liability as a percentage of income before tax for I? ti?:lc::: ‘:::
famuly income amounting to . actually paid
Country Year| 3 | 4| s | 7| 10]15]|20 | 25|30 | 40| 50| 100 |fas per cent of
times net national income per head of population neznxé:t‘:enal
Norway (Oslo) . 1949 | 12 15 18 25 31 37 42 | 45 48 | 55 58 70 144
Netherlands . . 1949 8 12 15 21 26 | 33 38 | 42 46 | 50 54 | 63 12
United Kingdom 1949 9 14 18 23 27 37 43 48 52 59 63 78 11
Sweden (Stockholm) 1949 | 14 | 16 | 20 | 25 | 30 | 36 | 42 | 45 | 47 . 11
Denmark (Copenhagen) 1949 1 15 | 17 | 20 | 23 | 27 | 31 | 33 | 35 | 36 | 38 | 39 ! 42 10
Finland (Helsink1) 1949 | 10 | 13 | 15 | 18 | 23 | 29 | 35 | 39 | 43 | 48 | 51 | 60 8-9
Austnia . . 1950 6 9 11 17 23 30 33 36 37 38 40 | 44 715
Germany : western zones 1950 5 9 12 19 | 26 | 32 37 | 39 | 43 | 47 51 65 7
France 1950 | 14 | 18 | 21 | 23 | 26 | 30 | 32 | 35 | 37 | 42 | 44 | 53 556
Italy 1951 . . 19 | 21 23 26 27 | 28 30 | 32 33 38 35ac

Note — The rates of income tax shown for different levels of income
refer to central and local government taxes on earned income  The figures
in the last column, showing the total amount of taxes paid, include, 1n addition
1o income tax proper, ordinary annual property taxes levied on persons
For Italy, where no unified system of income-tax exists, the figures refer
to the total of (a) the scheduled tax on entrepreneunal income (ricchezza

ness to price movements which goes far to explain
the difficulties of Governments in these countries 1n
undertaking any substantial monetary expansion.
The greater volatility of expectations on the part of
both buyers and sellers tends to make for relatively
rapid transmission of price increases th.oughout the
economy, once a significant movement seems to be
under way.

While their past experience and monetary institu-
tions are very different, neither of the two groups
of countries distinguished in the present analysis 1s
likely to find it easy to assimilate and master infla-
tionary forces of the present magnitude. France and
Italy are clearly ill-equipped to cope with any kind
of inflation except by their traditional method of
throttling production through credit restrictions. In
addition to the direct claims on current resources
represented by the deterioration in the terms of trade
and the increase in mulitary outlays, a renewed
experience of inflation in these countries would mean
the postponement of the monetary stability and
confidence needed 1f they are to be able 1n the future
to carry out policies of economic expansion.

Nor has the relative success of the northern coun-
tries in damping down domestic inflation 1n the past
much relevance to the present situation. Hitherto,
the danger to monetary stability 1n these countries

mobile, cat B), (b) the general tax on personal income (1mposta complementare)
and () the local tax on income of families

@ Includes an amount of income tax levied on corporations
b Including the tax on wage bill ( des emp ).
€ 1948/49

has come not so much from the difficulty in restraining
demand as from the side of costs. The bargaining
position of labour was bound to be good in countries
where there was full employment and profits were
high. The Governments of these countries could
therefore achieve even moderate monetary stability
only 1f they could hold back demands from the trade
unions for rises in money wage-rates. In part they
aimed to do this by actively controlling those retail
prices which entered into the cost-of-living indices
used in wage negotiations. They have thus sometimes
been willing to grant subsidies on consumers’ goods
even 1If their direct effect was to raise demand above
what it would otherwise have been. They have also
endeavoured to control profit margins on consumers’
goods. But very largely they have been dependent on
the good will of the trade unions. The fact that in some
countries the trade unions were active political sup-
porters of the Governments 1n office doubtless helped.
Some of the nstitutional factors mentioned earler
were, however, perhaps equally important. It is easier
for trade unions to show restraint if they know that
taxation is progressive, tax evasion small and dividends
hmited. It was also important that average real
income was rising. On the other hand, the fact that
the increase was distributed 1n the form of increased
earnings by piece-workers rather than in the form of



reductions in prices tended to produce a gradual rise
in the price level, because of the periodic necessity for
adjusting upwards the rates of wages of time-workers
and workers in industries offering small scope for
increases n productivity.

One of the main props of the policy of money-
wage stability in the northern group of countries will
be removed if rises in import prices are passed on
to the cost-of-living index, as seems everywhere to
be happening. A scramble for wage increases has
already gone some way in all of these countries, but
there is little reason to think that the wage-price
spiral will not continue to mount. As a result of
this process, there is a risk that these countries will
lose one of the great advantages which they have
enjoyed rather longer than price developments over
the last decade have justified—that is, confidence 1n
the lasting value of money.

France

Since the summer of 1950 there has been, 1n France,
a distinct improvement in production and, at the
same time, a considerable increase in the price level.
Industrial production, which had stagnated between
the middle of 1949 and the autumn of 1950, was in
the first quarter of 1951 at a level 8 to 10 per cent
higher than a year earlier. Price developments have
been less favourable. Wholesale prices rose by 30
per cent during the nine-month period from June
1950 to March 1951, and for industrial products
(the price index for which, however, does not include
finished manufactures) they rose by as much as 46
per cent. In the same period the cost of living increased
by about 15 per cent. In March 1951, an all-round
Iifting of the wage level by 12 to 15 per cent occurred.
These price movements are much stronger than could
be accounted for as a direct and inevitable result of
the increase in foreign prices. It seems that, in the
case of France, the external forces have been accom-
panied by speculative movements which have resulted
in a particularly strong and swift increase in the
internal price level. A further symptom of the boom
atmosphere prevailing in France is the evidence of
an increase in the velocity of circulation : from
January 1950 to January 1951 the amount of money
in circulation increased by 16 per cent only, while the
value of turnover can be estimated to have increased
by about 25 per cent.
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The expenditure on war and rearmament envisaged
in the French budget for 1951 amounts to about
800 billion francs,! or some 10 per cent of net national
ncome as against 6 per cent in 1950. For subsequent
years a further increase is expected, but no definite
plans have been laid down. Even though the full
amount planned for 1951 may not actually be spent in
that year, the armaments programme involves a heavy
burden on the French economy compared to which
the real loss incurred through the deterioration of the
terms of trade 1s of minor importance. Industnal
production in 1951 may well be some 10 per cent
higher than 1n 1950, but for agriculture an output
no smaller than in 1950 seems to be the most opti-
mistic forecast that can be made. The total increase
in the volume of output can therefore hardly more
than offset the increase 1n mulitary outlay.

This situation would 1nvolve inflationary dangers
m any country. It 1s particularly serious in France,
which has only recently emerged from a period of
violent monetary disturbances and where the main-
tenance of equilibrium seems to be contingent on a
fairly steady increase in consumption levels.

The high vulnerability of the French economy to
inflationary impulses arises partly from the monetary
experience of the country during the past thirty-five
years and partly from the special burden which de-
struction 1n two wars has imposed on the economy.

The characteristic feature of monetary develop-
ments 1n France since 1914 1s the regularity with which
the purchasing power of the franc has decreased.
Other European countries have known, for short
periods, much more violent 1nflation, but 1n France
inflation appears, 1n retrospect, as one continuing
process, interrupted only by a short period of stabil-
1zation, from 1926 to 1929, and by the great depres-
sion. This has had serious effects on the willingness
to save out of personal income.? The lack of confidence
in monetary stability not only reduces the total of
private savings, but also tends to lead to a direct
hnking of the acts of investment and saving 1n a way
which 1s not conducive to the best allocation of

1 Out of this total, an amount of 70 billion francs was covered
by financial assistance from abroad in the first half of 1951 A
further allocation of the same order of magnitude 1s expected
n the second half of the year

2 In spite of a high level of interest, 1949 was the first year
since 1935 1n which savings 1n fixed revenue assets yielded a
positive interest (of the order of 1 per cent) after taking the rise
of the price level into account.
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available investment resources.! The low ¥evel of
personal savings in the post-war years is, of course,
a particularly serious matter in a country where
political and psychological difficulties militate against
the introduction of the severe and efficient tax systems
needed for substituting public for private saving.

On this psychological and institutional background,
France, emerging from war and occupation with an
extremely low real income and a large depreciation
of her national wealth, embarked 1n the first post-war
years on a big programme of public investments, and
at the same time carried through a large extension
of social security. These departures, both badly
needed, were financed, to a large extent, through
inflation. In 1950, the real value of hourly earnings
still remained below the pre-war level, while the sum
of wages proper and social payments had risen
approximately to the same extent as prices. The whole
system of social security had actually been financed
by a huge re-distribution of income within the working
class.?  The reduction 1n the real value of hourly
earnings naturally enhanced wage claims.

Towards the end of 1948, the post-war inflation
came to a standstill lasting until the middle of 1950.
This stabilization was attributable to a large increase
n the output of consumers’ goods, both agricultural
and industrial. For the first time since 1940, food
demand was met by production, and agricultural
prices fell considerably. On the other hand, prices
of basic industrial materials were raised, effecting a
shift of income in favour of profits in large-scale
mdustry, and thereby an increase of savings. At the
same time, the Government made an effort to streng-
then direct taxation by modernization of the tax
system and the introduction of an extraordinary
levy.

It 1s important for the evaluation of the problems
with which France is now faced to bear in mind that

1 The most extreme example of this 1s gold hoarding. Privately
hoarded gold in France has been esumated to amount to no
less than 2,000 bilhon francs.

2While 1n 1950 the cost of living was 17 to 18 times as high
as in 1938, hourly earnings of male workers in Paris were
only about 11 times as great For male and female workers
together, the index of the average hourly earnings for the
whole country had risen to about 1,500 (1938 = 100) and,
if social security payments and family allowances are added,
and the lengthening of the working-week 1s taken into account,
the index rises to about 1,850. (See A. Sauvy : * Les Salatres
dans I'E fi ”, Revue éc D ber 1950,
p. 514

que,

the relative stabilization of the monetary situation in
1949 was based on a very favourable development in
the supply position, which made possible a significant
nise in real wages simultaneously with an increase in
the share of profits in total income.

In addition to the low rate of saving and the like-
lihood of continued pressure for wage increases, the
inflationary dangers are also enhanced by the low
mobility of labour, which tends to prevent an increase
in production 1n response to higher demand. The
low labour mobility is to be explained mainly by the
failure of the population of working-age to increase
and the severe housing shortage, which binds people
to the place where they happen to have an apartment.
The housing shortage, in turn, could not be remedied
without an increase 1n the number of building workers,
which has actually fallen during recent decades.?

The new problem for economic policy in France,
arising from rearmament, 1s the double one of main-
taining over-all budgetary equilibrium and of prevent-
ing an inflationary movement arising from particular
shortages in fields where armament demand competes
with civil demand. The State budget proposed for
1951 foresees a slight reduction of public 1nvestment
and an increase in taxation which, together with an
expected increase in foreign aid, would still leave an
over-all Government deficit considerably greater than
1 1950. The dynamic development in the last months
of 1950 and the first months of 1951—before actual
armament expenditure had started on a large scale—
makes it doubtful whether i1t will actually be possible
to hold the budgetary deficit to the level ongnally
planned. The main difficulty 1s that increased rates
of indirect taxation tend further to raise prices and
thereby wage demands, while higher rates of direct
taxation may lead to higher rates of tax evasion rather
than to higher proceeds. Although definite progress

* In 1950, 1t 1s true, the miting factor in house production
was lack of credit, but an expansion of building activity would
very soon reach the much more intractable bottleneck of man-
power. In 1950, the number of new dwellings built was 60,000
to 70,000. This figure might conceivably be raised to about
100,000 by a full utilization of all available manpower. However,
n order only to meet the needs arising from the change 1n the
size and structure of the population and to cover current
deterioration—1e. to prevent a further reduction of the housing
standard—a yearly production of 190,000 dwellings would be
necessary. If, in addition, the effects of the two wars and the
under-maintenance between the wars were to be made good
over a period of thirty years, the yearly number of new dwellings
built would have to exceed 300,000. (See L. Henry : ** Perspec-
tives relatives aux besoins de logements ", Population, 1950,
pp. 493-512.)
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has been made during recent years,! there is general
agreement that tax evasion presents a very serious
problem ; 1t clearly cannot be radically solved from
one year to another.?

Italy

In an earlier part of this section, Italy was mentioned
as one of the countries which, since the war, have
succeeded in arresting inflation only by restricting
credit to the point of holding production well below
its technical limits. In 1951, the Italian engineering
industry is likely, as one of the few engineering
industries still with excess capacity, to receive increased
export orders, and the margin for an expansion will,
to that extent, be enlarged. On the other hand, the
Government of Italy is, 1tself, planning a considerable
increase in defence expenditure, and this, together
with the stimulus of increased import costs, entails
the danger of a relapse into inflation. So far, the rise
in the cost of living has been moderate—10 per cent
during the twelve months ended in March 1951.

A further rise in the price level might seriously
endanger the realization of the development projects,
the mitiation of which was the main event in Italan
economic policy 1n 1950.3 Even if the sums allocated
to such projects as land reform and development of
the neglected south are not cut down to provide money
for more expensive armaments, their real value is
likely to fall. (An actualincrease in the cash appropria-
tions to offset this could hardly be expected unless
there were countervailing and—in the absence of a
thorough tax reform—unlikely increases in direct tax
revenue, since the net result would otherwise be to
increase inflationary pressure still further.) There is
thus a danger that, unless effective measures can be
taken to curb inflation, the cost of the increased

1 The recent improvement in tax revenue can be seen from
the following figures (1n billions of francs of 1938 purchasing
power) :

Of which Central Government

Toral taxes on income and capital

1938 66.6 24.2
1946 69.2 272
1947 . . 69.8 273
1948 69.6 213
1949 83.5 25.1
1950 92.5 31.2

Source Etudes et Conjoncture, 1951, No 1, p 116

2 In the budget proposal for 1951, extraordinary receipts of
20 billion francs (or less than 1 per cent of total receipts) are
nscribed as the expected proceeds from an intensification of the
fight against fiscal evasion.

defence bill and the adverse movement of the terms
of trade may, paradoxically, be as great, in terms of
lost investment, as if Italy had already achieved full
employment instead of having the largest reservoir
of unused manpower 1n Europe.*

This is only another way of stating the fundamental
problem of economic policy in Italy : its inability to
achieve sustained expansion without inflation. This
problem is more serious 1n the case of Italy than in
the case of, say, France, because Italy, with a regularly
and rapidly increasing population of working-age,
needs a regular expansion of production if an actual
increase in unemployment is to be avoided. The size
of the problem can be illustrated from the experience
of the last year. During 1950 there was, as noted in
Chapter 2, some expansion in industrial production,
a considerable increase 1n building activity and,
partly as a result of an increase of 50 billion lire 1n
spending by foreign tourists in Holy Year,5 an increase
in the activity of the tertiary industries providing
services. Yet the official estimate ® is that the labour
market managed to absorb no more than the full
increase 1n the working population, some 150,000
after allowing for net emigration. About one-fifth
of the total active population, about 4 million persons,?
remained unemployed. In some respects the situa-
tion even deteriorated. Thus, in January 1950,
20 per cent of the registered unemployed were
young people looking for their first jobs , a year
later the proportion had increased to 23 per cent.
Simularly, the ratio of employed juveniles (persons
aged less than 18) to the total numbers employed,
which had been 6.7 per cent 1n 1948 and 5.9 per cent
in 1949, was only 5.4 per cent 1n 1950.%

3 A Government agency, the Cassa del Mezzogiorno, was set up
in 1950 with authority to spend 1,000 billion lire of pubhc funds
over a period of ten years on land reform, land reclamation
and rrigation, the building of roads and waterworks and other
special projects such as the development of the mountain regions
and the development of tourist amenities

4 There are already suggestions that fewer houses will be
started 1n 1951 than 1n 1950 owing to lack of funds.

5 Based on an estimate by Professor L Livi published in Lettere
d’affari, 10 February 1951.

¢ Relazione generale sulla situazione economica del paese
presentata dal Ministro del Tesoro alla Presidenza 1l 30 marzo
1951, p. 5.

7 Estimate of total unemployment, open and concealed, given
n the SURVEY for 1949, p. 68.

8 For a detailed analysis of employment and unemployment
statistics, see ** Il mercato del lavoro in Itaha nel 1950 ", Rassegna
di staustiche del lavoro, 1951, No. 1, pp 60-70
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It is easy to suggest ways in which wasted labour
and wasted capacity * could be brought together and
used to strengthen the foundations of the Italian
economy. Nor is it difficult to suggest criteria for
settling orders of priority between competing invest-
ment projects. Two criteria are indeed obvious. In
a country where one of the most serious bottlenecks
has always been energy and fuel 1t would be reason-
able to concentrate on developing domestic energy
resources. In a country where food consumption 1s
low and where a large proportion of marginal income 2
is likely to be spent on food, one most urgent need is
clearly to improve Italy’s capacity to produce food.

In a country where labour is abundant and labour °

mobility is low, there may also be a case for choosing
those investment projects which are labour intensive.

If an attempt were made to apply these principles
consistently there would be bound to be some inter-
ference with existing private interests. For private
cost and social cost are by no means always identical ;
thus, to a private entrepreneur, it 1s likely that it
would seem more economic to build thermo-electric
stations than to add to the number of hydro-electric
stations which demand bigger initial investment even
though their operating costs may be lower. From the
social point of view, there can be no doubt that this
is the less desirable alternative, particularly as Italy
has to import most of its coal. It is not only within
the sphere of domestic investment that the criteria
mentioned above would have to be applied : some
favoured schemes of investment abroad (for instance,
the assisted settlement of emigrants) might seem
luxuries in present circumstances.

But the acceptance of these precepts would itself
be only a beginning of a serious attempt to remedy
Italy’s structural defects. If investment projects on a
big scale were to be carried through without inflation,

1 Published estimates suggest that the degree of utilization of
capacity was, even at the end of 1950, only 60 per cent 1n plants
making tractors, 50 per cent in factories making nitrogenous
fertihizers and 65 per cent in the cement industry. These instances
have been chosen for mention because of the obvious importance
of these industries’ products in any properly conceived invest-
ment programme for Italy ; equally striking estimatcs have
been made for a wide range of industries It 1s to be suspected
that the capacity figures used in most of the calculations include
some obsolescent high-cost plants ; nevertheless, 1t would from
the national point of view be economic to use them even though
the private cost of so doing were high.

2 The official estimate published in Lettere d'affari, 10 Feb-
ruary 1951, p 67, 1s that expenditure on food 1s 64 per cent of
total consumption expenditure. It 1s not likely that the marginal
propensity to consume food*of the lowest income groups, those
most directly affected by an exp onist p , would be
less than this.

it would be necessary to take measures to prevent
the marginal incomes thus generated from dissipating
themselves in enhanced food prices ; this would
imply either a massive increase in food supplies or
the rationing of, at any rate, some foodstuffs. As, in
the short term, marginal increases in Italy’s supplies
of food can be obtained only by increasing imports
or dimimishing exports (for example, of rice), a
worsening of the balance of payments could be avoided
only by vigorous screening of demands for imports or
by an energetic export drive.3

The adoption of such measures of control, as
well as a drastic reform of the system of direct
taxation,® would be a revolutionary step in Italy.
But, without such a step, it 1s to be feared that Italy
will once more revert to its pecuhar destiny of inflation
combined with mass unemployment.

Western Germany

In 1951, western Germany will have to provide for
increased occupation costs and for an increase in
exports to offset a deterioration in 1ts terms of trade.
These additional claims upon 1ts resources are hardly
likely to amount to as much as 5 to 6 per cent of the
net national income of 1950. If, as would seem desir-
able, the trade deficit were to be reduced by, say,
two-thirds without a substantial cut in imports, an
increase in exports equivalent to a further 2 to 3 per
cent of the 1950 national product would be called for.

There 1s, on the face of 1t, no reason why these
extra demands should impose a net burden on the
German economy. In spite of the speed of the 1950
boom, western Germany remains one of the two or
three European countries with substantial reserves
of unemployed manpower and industrial capacity,
and 1t was estimated in Chapter 2 that, 1f a lack
of industrial materials did not hamper production,
industrial output could be 20 per cent higher than in
1950.5 This would, even if no allowance were made
for any indirect effects on activity outside the industrial
sector, give an increase in national income of at least
8 to 10 per cent.

3 Exu-:p_t, of course, to the extent that aid 1s received from

abroad.
4 On the imperfections of the present system of income tax
and coll sec the lletin for Europe,
Vol 2, No 3 pp. 62-3 and 6S.

5 An inquiry recently conducted among a sample of German
enterprises gave similar results. The replies suggest that, assum-
ng a sufficient supply of materials, industrial production could
be increased 1n six months by 12 per cent at least above the peak
end-1950 level See I.F.O. Schnelldienst, Munich, No. 47, 1950.




But it 1s clear that, unless radical changes in policy
are made, there will be limitations—partly springing
from inadequacies of past policies—on western
Germany’s power to supply these demands.

First, in spite of the high level of unemploy-
ment, labour 1s a scarce factor of production in some
industrial regions. This is a reflection of the uneven
geographical 1ncidence of unemployment, which 1s
mainly concentrated in the agricultural regions with
large refugee populations. In order to reduce the
unemployment rate of, say, Schleswig-Holstein (27 per
cent) to the level prevailing in North-Rhine Westphalia
(under 5 per cent) something more than a general
increase 1n demand will be needed. Houses will
have to be built, workers retrained and induce-
ments will have to be offered sufficient to offset the
inertia natural to refugees who have already changed
their homes and occupations once.

Second, already during the winter of 1950/51 the
expansion of industrial production was hindered by
a shortage, not of imported raw materials, but mainly
of domestically produced coal, electric power and
steel. This reflects the fact, already commented on
in Chapter 2, that the German expansion has been
very uneven as between different industries. In March
1951, whereas the index of industrial production was
35 per cent above the 1936 level, coal production was
only 10 per cent above, and the index for iron and
steel st1ll 17 per cent below, the 1936 level.

The lack of balance in the expansion can be ex-
plained by the lack of any coherent investment policy.
In western Germany, the determuination of the direc-
tion of investment has been left very largely to indi-
vidual entrepreneurs. Those with profits to spare
have been allowed to invest them as they wished ;
by the offer of fiscal inducements they have been
encouraged to reinvest them in their own enterprises.
This policy might not have given bad results 1f all
industries had been given an equal opportunity to
earn high profits. But as the basic coal, power and
steel industries were relatively unprofitable because
their prices alone among industrial prices were
controlled, confusion was made worse confounded.
Fixed investment, at 20 per cent of total available
resources, has been relatively high, but the shares
of transport, muning, steel works, public utilities
and agnculture in the total have been abnormally
low.?

1 Eo?&nalls, see Tables 24 and 25.
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Thus, if the Government of western Germany is
to get rid of its depressed areas it will, as 1s now
generally admutted, have to assume considerably
greater responsibility than hitherto for directing
investment into channels where 1t can fructify for the
benefit of the community. Specifically, 1t will have to
press on with the building of workers’ houses in the
industrial regions, in order to increase mobihty of
labour, and to increase investment in the basic
industries, so that the workers thus mobilized shall
have matenals to work on.

But though some benefits will result from this
policy quite quickly, others will take time to show
themselves and, in the meantime, if part of this
increased investment is not offset by a reduction in
other demand, there will, in the boom atmosphere
prevailing in western Germany since events in Korea
and given the likely increases in German exports, be
some danger of a demand-induced inflation. If this
1s to be avoided, 1t 1s hikely that there will have to be
some restraint of the less essential types of investment
and in the luxury consumption of the higher income
groups, which flourishes as 1n few other countries
as a result of high profits and low tax-morality.

The danger of a cost-inflation is also growing.
Between December 1950 and March 1951 the cost of
living rose by 6 per cent, largely as a result of earlier
icreases 1n import costs. The Government has
recently decided to raise the controlled prices of
basic materials and grain, with the dual object of
stimulating economy 1n their use and of increasing
the profitability of the industries producing them.
When these rises take effect in June, there 1s bound to
be a further nise 1n the cost of hving, which can hardly
fail to lead to demands for wage increases, particularly
as real wages, though they have nisen by perhaps
20 per cent since the monetary reform, have lagged
behind total real income and consumption. It 1s
difficult to see how a cost-inflation 1s to be avoided
unless there 1s either control of prices and profits or
heavier and more cffective taxation of profits.

The situation in western Germany is thus highly
complicated. A continuance of the undifferentiated
credit restriction recently introduced would damp
down demand and so reduce the danger of inflation
from one source, but at the cost of making an orderly
expansion of production more difficult in the future.
On the other hand, to allow investment and consump-
tion demands to continue uncurbed and to super-
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impose on them an increase in investment in housing
and the basic industries would strengthen internal
inflationary pressures. To proceed with the price
increases already decided on and not to be ready to
grant offsetting wage increases would be to attempt
to perpetuate a distribution of income that fits only
a situation in which a large proportion of the popu-
lation is unemployed.

It is seen that there are no simple remedies. What
is needed 1s a highly differentiated policy which
maintains and even increases the pressure of demand
in certain fields and which simultaneously siphons
off excess increases 1n other fields. This 1s likely to
involve a much greater degree of conscious control
of the working of the economic system than has been
the practice since the monetary reform of 1948.

Scandinavia, Finland and the Netherlands

In each of the three Scandinavian countries, Finland
and the Netherlands, the problem of inflation presents
itself 1n a fairly similar way, although there are some
important differences, both 1n the way in which
the present international developments influence their
economy and in their ability to resist the new infla-
tionary forces. Besides a broadly similar institutional
background, the main feature which these five coun-
tries have in common is their heavy dependence on
foreign trade.! Consequently, changes in the level of
prices 1n foreign trade are bound to have strong
repercussions on the internal price level, and real
national income may be heavily affected by changes
1n the terms of trade.

In September 1949, all these countries chose to
devalue their currency to the same extent as sterling.?
This decision was based on the assumption that export
prices, whether they were fixed in long-term contracts
or not, would not change much in terms of sterling.
A large part of the trade of these countries is with
the United Kingdom, the prices of their exports tend
to be fixed in sterling, so that their terms of trade
could not be expected to be heawily affected by the
decision whether they should follow sterling or not ;
nor could they expect a change in exchange rates
to cause any considerable change in the volume of
exports, which were largely determuned by the develop-
ment of production. Therefore, the decision to

! See footnote 1, page 131

* In Finland, this devaluation was 1n addition to a depre-
ciation by 16 per cent carried through 1n July 1949.

devalue to the same extent as sterling was based on
considerations of internal distribution rather than of
expected competitive advantages.?

Contrary to expectations, the price of forest pro-
ducts, the most important items among Swedish and
Finnish exports, started rising shortly after devalua-
tion, and the upward movement was further enhanced
by the political events in 1950. This means, on the
one hand, that Sweden and Finland are not, broadly
speaking, faced with the problem of a reduction of
available resources due to an unfavourable develop-
ment of the terms of trade ; but it also means that the
internal price level is pushed upwards both from the
import and from the export side ¢ and that the resulting
shift to profit both stimulates wage claims and
reduces employers’ resistance to them. In Denmark
and the Netherlands, exports consist overwhelmingly
of animal food and industrial manufactures, whose
prices have increased only little, if at all. The heavy
deterioration of the terms of trade, together with the
strong increase in imports after trade liberalization,
has therefore led to a further increase in the already
substantial balance-of-payments deficit of these coun-
tries. As regards the recent development of the
terms of trade, the position of Norway is similar to
that of Sweden and Finland (a moderate deterioration
of Norway’s terms of commodity trade being largely
offset by rising freight rates) but, hike Denmark and
the Netherlands, Norway is faced with the necessity
for reducing its very large balance-of-payments
deficit.’

A substantial increase in military expenditure is
envisaged in all the countries with the exception of
Finland. The increase planned for the near future is
particularly great in the Netherlands, amounting to
some 3 per cent of present national income.

Thus, Denmark, Norway and the Netherlands have
at one and the same time to cope with a strong
upward push to prices coming from outside, the
need to improve the balance of payments as foreign
aid 1s reduced, and increases in mulitary expenditure,
the joint effect of which is a reduction of the rate

2 In the Netherlands, considerations regarding the competi-
tiveness of exports of finished fact h

were, , at
least as important. The same may have been true of Sweden.

. ¢ The internal effects of rising export prices have been some-
what damped by the introduction of export duties on timber,
pulp and paper.

5 It should also be remembered that, even without a deterio-
ration of the terms of trade, the increase in the level of prices
in foreign trade involves an additional burden for a country
running a big deficit.
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Chart 10

COST OF LIVING AND HOURLY EARNINGS IN SCANDINAVIAN COUNTRIES,
FINLAND AND THE NETHERLANDS, 1946-1951
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of increase in, or even of the absolute amount of,
resources available for civihan use at home. In
Sweden and Finland, on the other hand, the “ real ”
position has so far not deteriorated significantly.
But this 1n no way means that recent inflationary
movements have been less serious in these two coun-
tries. In fact, they have been stronger.

In order to provide perspective for the most recent
inflationary developments, the movements since 1946
of the cost of living and of hourly earnings in the five
countries are shown in Chart 10. Three periods
can be fairly clearly discerned. First, the years
1946-47, when the situation was one of heavy infla-

tionary pressure. While prices and wages rose violently
in Finland, in the other countries the inflationary
pressure was prevented from heavily influencing the
price level through a comprehensive system of controls.
The year 1948 and the first part of 1949 were a period
of approximate internal equilibrium ; controls were
partly abolished and the price level remained stable.
In Sweden, the stabilization was greatly helped by
the negotiation of a two-year wage stop. Only in the
Netherlands did consumer prices rise considerably
in this period, owing mainly to the abolition of
subsidies, and real wages fell. The third and most
recent period of steeply rising prices and wages
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started shortly after devaluation in Denmark, Finland
and the Netherlands, while in Sweden the effects of
devaluation were delayed by means of subsidies.
These were abolished at the end of 1950, and, at the
same time, free wage bargaining was resumed after
a period of agreed wage freeze. The resulting wage
ncreases in Sweden amounted to about 15 per cent
on the average and, since the beginning of 1951, the
price level has been rising rapidly. In Finland, a
period of about one year of relative stability was
interrupted by the devaluation of the Finnish mark
1n July and September 1949, and the new inflationary
movement gamned momentum 1n the beginning of
1950 when Government control of wages was abol-
ished. During the following year, up to the beginning
of 1951, money wages rose by some 50 per cent. In
May 1951, agreement was reached on a five-month
price and wage stop to serve as a breathing-space for
the elaboration of a more lasting stabilization policy.

In Norway, as can be seen from the chart, the
cost of living was kept completely stable during the
whole period from 1946 to the spring of 1950. The
price of this policy was the maintenance of a more
pronounced inflationary pressure than in the other
northern countries, but it did, at the same time, lay
the foundation for an agreed all-round stabilization
of the level of incomes. The price increases following
devaluation could have been prevented from affecting
the cost of living only by a considerable further
extension of the payment of subsidies, which would
have seriously enhanced the inflationary pressure
from the demand side, since it could hardly have
been fully covered by direct taxes, which are already
high. The policy of strict price stabilization therefore
had to be abandoned in March 1950 and a period of
compensatory adjustment of wages and agricultural
prices was opened. By March 1951, the cost of living
had risen by 15 per cent.

The recent experience of the five countries here
considered thus provides ample evidence of the
inherent difficulties, 1n countries pursuing a policy of
full employment, of maintaining monetary stability.
Multangular agreements on a stabilization of prices
and income have proved to be possible, but only for
limited periods, and only as long as the price structure
is not disturbed by a push from outside.

While the avoidance of a price-wage spiral remains
the chief task for economic policy in these countries,
the generally prevailing inflationary climate has also

necessitated the introduction of fiew measures designed
to check excessive investment demand. In all these
countries, except Norway, discount rates were raised
in the latter half of 1950. However, with the exception
of Finland, commercial banks are extremely liquid
and the rise in discount rates alone could not be
expected to have much influence on the amount of
bank credit. Legal reserve requirements have therefore
been raised so as to give the central banks a closer
control over commercial banks. Credit restrictions
appear to have been heaviest in Finland, Denmark
and the Netherlands. In the two latter countries,
this is a departure from the policy of cheap money
hitherto pursued. In Norway and Sweden, more
rehance has been placed on fiscal weapons to curb
investment. In Norway, this has taken the form of
a suspension of tax-free allowances for repair work.
In Sweden, a tax on investment has been introduced ;
this contrasts vividly with the formerly exceptionally
liberal attitude of the Swedish tax authorities towards
investment. In addition, plans for curtailing public
investment have been announced in Norway and the
Netherlands, and 1n Denmark the financing of resi-
dential building by loans from public funds is being
cut down.

In Denmark and Sweden there has been consider-
able discussion as to whether a revaluation of the
currencies might be an appropriate method of damping
the 1nflationary tendencies. Since no significant
improvement in the terms of trade could be expected
to result from an isolated revaluation in these coun-
tries, the case for a revaluation lies exclusively in
the effects of lower import and export prices on the
internal price level and the distribution of income.
Although it is clear, 1n the light of subsequent events,
that at least some of the countries which followed
sterling devalued to a larger extent than necessary, it
is not certain that the process can be reversed through
a revaluation. For the whole group of countries
considered here, the main difficulty in this respect
is that a high degree of inflation of the internal cost
and price level has already been allowed to take place.
Although the gap between external and internal prices
has not yet been bridged, there is a danger, as long as
the inflationary process is still going on, that an
appreciation by one or two countries in isolation
might seriously threaten the balance-of-payments
position by enhancing import demand. In the case
of Denmark—and perhaps the Netherlands—the
liberalization programme appears to be threatened



even under existing exchange rates.! Rather than as
a primary instrument of checking inflation, a revalua-
tion, therefore, appears to be a method by which an
internal stabilization, once achieved, could be further
supported.

The United Kingdom

The Government of the United Kingdom is planning
to spend £4,700 million on defence 1n the next three
financial years (April 1951 to March 1954). It is
officially estimated that over one-third of this sum,
£1,700 mullion, will be spent on the products of the
metal-using industries. The programme appears to
have been conceived as a single programme stretching
over three years rather than as the sum of three
annual programmes. There 1s thus no financial
ceiling set for the first year, and the amount which
will be spent depends entirely on the degree of prio-
rity which manufacturers are instructed to give to
defence orders and on the capacity of the British
engineering industry to fulfil those orders, given
the priorities set. The Government’s own provisional
forecast 1s that £1,350 million 2 will be spent in the finan-
cial year 1951/52 and rather less in the calendar year
1951. This represents an increase of £485 mullion
over the amount actually spent during 1950 or, after
allowance for price changes, about 314 per cent of
the gross national product of 1950.

The extra cost of buying the same volume of imports
as in 1950 is thought to be about £700 million, but
it appears to be the official view that some £500 million
of this will be covered by rises in export prices and
increases in invisible earnings. The extra cost of
maintaining imports at the 1950 level and of the new
defence programme together amounts to about 5 per
cent of the gross national product of 1950.

Some part of this can be offset by forgoing a
surplus on the balance of payments. The extra
claims on the gross national output in 1951 after
taking account of this relief add up to about £375
million at average 1950 prices. How much that

1 Since the recent prolongation of the bulk purchase contracts
with the United Kingdom, giving only minor price increases,
an 1solated revaluation 1n Denmark 1s hardly a practical propo-
sition. In the case of a revaluation of sterling followed by the
Danish krone, the position might look somewhat different.
The raw matenial costs of agricultural exports in terms of Danish
currency would decline while export prices would remain
constant. There might thus be a case for a somewhat greater
revaluation of the Danish krone than of the pound sterling.

2 Not including stock-piling, which 1s, however, included in
the figures in Tables 66 and 67.
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output will be 1s a very uncertain question. It
was estimated in Chapter 2 that, on the unrealistic
assumption that raw materials were available 1n
adequate supply, industrial production could be
7 per cent higher in 1951 than i 1950. What 1t
1s 1n fact likely to be 1s bound to be a matter of guess-
work. Quite apart from the world shortage of cer-
tain raw matenals, the United Kingdom faces a
considerable problem of re-allocation of manpower
between one imdustry and another and, within the
engineering industries, between civiian and mulitary
production. The delays involved by re-tooling and
the bottlenecks in small components are impossible
to foresee. The official estimate is an increase in
industrial output of 4 per cent in 1951 ; this would
imply a rise of about 3 per cent, or £325 mullion at
average 1950 prices, in the total gross national product.

On the basis of these estimates, the gap to be
covered by a reduction in consumption or invest-
ment 1s therefore of the order of £50 mullion at 1950
prices. If the whole of this were concentrated on
consumption, as appears to be contemplated, the
resulting fall in volume would be httle more than half
of one per cent. This is certainly well within the
margin of error of the figures.

If the United Kingdom can maintain the volume
of its exports at the end-1950 rate and can finance
a small deficit on 1ts balance of payments on current
account, the problem of re-allocation will thus be
so to arrange things that the volume of consumption
can be kept stable. Stated in this way, the problem
does not seem too difficult : for several years the British
people have been accustomed to see their consumption
rise by much less than the national output, and the
problem of holding inflationary pressure 1n check
1s one that has been fairly well solved by a combina-
tion of fiscal and admunistrative measures.

But this neglects several facts. Fuirst, the increase
in defence expenditure in 1951 1s not intended to
be a once-for-all increase ; there will be further
rises in 1952 and 1953, so that, even if the terms
of trade become no more adverse, the margin for
increases in enjoyable or productive expenditure out
of the extra product will still be narrow The fact
that the problem of depriving people of the enjoy-
ment of their extra output may continue for several
years makes it the more important to ensure that the
loss is equitably distributed.

Second, the fact that the statistical abstraction
called the total volume of consumption may not
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have to be changed much is less important than the
certainty that the distribution of consumers’ expen-
diture as between different commodities will have
to be significantly altered and that consumption of
certain types of goods will have to be severely reduced.
In some cases this reduction will be necessary because
of competing defence demands for the materials
used in their manufacture—household utensils and
radios are obvious examples. In other cases, the
reduction will be necessary because of a world
shortage of raw materials or desirable because of
the need to provide exports to compensate for the
likely fall in exports of engineering goods. Textiles
and clothing provide the most important examples
in this category : the particular case of clothing is
so important that 1t may very well prove essential, in
the interest of equitable distribution and in order to
hold price increases 1n check, to re-impose rationing.

Third, a foreign irritant has been lodged in the
body of British prices by the rise in import costs.
As long as the present level of exchange rates is
regarded as given, the Government could expel the
irntant only by increasing subsidies on imported
goods. This would n itself have an inflationary
effect unless it were offset by increases in taxation
over and above the extra taxation called for to cover
increased defence needs. In the event, the decision
taken by the Government was that increases in import
prices should be passed on to retail prices. Indeed,
the decision was to pass on even more than the external
rise, since domestic farm prices were raised without
any offsetting increase in food subsidies.

The 1950 budget therefore introduced only compa-
ratively minor adjustments between different classes :
income-tax rates on the middle and higher incomes
were raised somewhat ; old-age pensioners—the most
depressed class—were promised a small but delayed
rise 1n their money income ; taxes on company
profits were raised (the increase being arranged in
such a way as to discourage increases in dividends);
the duty on petrol was increased ; business was warned
that the heavy initial tax-free depreciation allowances
were to be suspended in 19521 ; and some small

1 The history of these imnitial allowances 1s curious. They
were raised from 20 to 40 per cent of the cost of new investment
in plant and machinery 1n 1949, when there was no apparent
need to 1 d d Now that they are to be
suspended, business-men have been given a year’s notice It would
seem possible that, unless there 1s some restriction of credit,
this may encourage entrepreneurs to do all they can to bring
forward their investment plans in the current year and so increase
inflationary pressure 1n the current year.

economies were made in expenditure on the national
health service. It is a striking example of the reliance
placed on fiscal policy for directing the use of resources
that, even without any increases in tax rates, the
budget would, on the strictest possible definition of
income and current expenditure, have shown a sur-
plus of £86 million.

The really significant thing, however, was not so
much the detailed changes as the implied major premise
that it was expedient and possible to allow retail
prices to increase sufficiently to absorb increased
costs and to prevent wages from rising to the same
extent. The increases apparently assumed in the
British Economic Survey for 1951 are here set side by
side with the increases which had actually occurred
by March 1951 :

Percentage Increases over the Average Levels of 1950

Actual increases

Assumptions implied in the
up to March 1951

Economic Survey for 1951

Wages . . . AN Ta 5%t
Retail prices 1Y e 5d
Import prices . . . 28 28
Export prices . . . . 18% 12

a Average wage-cost per unit of output

b Index of wage-rates

¢ Increase in the average price of all consumers’ goods and services
d Increase in the interim index of retail prices

The optimism of the official forecasts emerges
clearly from a comparison of the two sets of figures.
The two underlying assumptions are evidently that
import prices will flatten out—that is, that inflation
outside the United Kingdom will subside—and that,
given this stabilization, cost inflation in the United
Kingdom can be held within fairly narrow limuts.!
The analysis of the situation in the United States and
the primary producing countries in Chapter 1 throws
doubt on the plausibility of the first assumption.

The second assumption is equally questionable. In
the earlier discussion of section 1 of this chapter,
the general observation was made that neither the
vertical transmission of increases in import prices to
consumer prices nor the horizontal communication
of price increases to commodities with low import
content had yet worked itself out in most countries.
This 1s certainly true of the United Kingdom. Nor
can the recent increases in the wages of workers in a
wide variety of industries yet be fully reflected in
retail prices. There can be small doubt that, even

! Since this was written, official indices of retail prices and
import prices in April 1951 have been published. They show rises
over the average 1950 level of 7 and 36 per cent respectively.
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should import prices rise no further, the rise in the
cost-of-living index is bound to be very considerably
greater than was apparently assumed when the
Economic Survey for 1951 was written.

A rise in the cost of living much above the present
level could hardly fail to stimulate a second round of
wage increases. Between June 1947 and September
1950, wage-rates actually lagged behind the cost of
living, rising by only 10 per cent as compared with an
increase of 14 per cent in retail prices.! But the
moderateness of this rise must be attributed almost

entirely to the heed paid by trade unionists to the
Government’s appeals for restraint 1n wage demands
at a time when real income was rising. It represented
a surprising success for the Government’s policy of
moral suasion, which collapsed only in the autumn
of 1950. But now that costs and prices are on the
move the United Kingdom may prove more vulner-
able to cost-inflation than some of the other countries
discussed in this section. Wage claims are filed sepa-
rately by individual trade unions, and the danger that
competitive sectional bargaining for wage increases
may set up a vicious spiral 1s thus ever present.

4. FOREIGN EXCHANGE POLICY AND THE INFLATION PROBLEM

The preceding analysis has shown the limutations of
domestic policy in controlling inflationary forces
when they are as strong as those now threatening to
undermine monetary stability in most European
countries. These limutations are particularly serious in
some countries which, for reasons bound up 1n their
historical development, are 1nadequately equipped
with fiscal and other devices appropriate to deal
with inflation in any form. But the main reason for
the insufficiency of domestic measures alone 1s that
present inflationary forces are global and hence, for
any one European country, largely external, trans-
mitting themselves chiefly through the great rise n
the prices of raw materials imports and, generally to
a lesser extent, through the effect of increased foreign
demand on export prices.

While the rise in import prices is the most direct
inflationary influence from the outside, the fact that,
in most countries, they have risen much more than
export prices presents an additional serious burden.
The increase 1in import prices compared with export
prices means either that European countries must
find additional ways of financing balance-of-payments
deficits at a time when, as indicated in Chapter 4,
the means of financing appear more likely to decrease
than to increase, or that they must export larger
quantities at a time when the demand for armaments
is beginning to claim a larger share of production.
The burden may also be lightened by letting European
export prices rise, and, in so far as any policy has
emerged, this seems to be what 1s contemplated. But

1 Over a similar period—Apnl 1947 to October 1950—
average earnings rose by 24 per cent, as a result mainly of inter-
industry shufts and i in productivity reflected in higher
piece-work earnings.

to let export prices rise 1s also to let inflation 1n Euro-
pean countries proceed, stimulated both by the addi-
tional incomes generated 1n the export industries and
the inter-acting effect of price increases 1n European
countries’ intensive trade with one another.

Given the nability of domestic policy to compensate
for external price developments, an obvious and neces-
sary question is whether the direct link between do-
mestic and external price levels should be severed by
appropriate adjustments in exchange rates. More
specifically, the question is whether, by appreciating
their currencies, European countries could lower the
level of foreign trade prices in terms of their own
currencies and perhaps also alter to their advantage
the relationship between export and import prices.
A strong presumption in favour of this possibility
is established by the very results of the currency
devaluations of September 1949 : if, as happened
then, foreign trade prices rose in terms of devalued
currencies, and import prices rose much more than
export prices, there 1s reason a priori to suppose that
the opposite effects on prices could now be obtained
by reversing the process.

It would, however, be grossly erroneous to regard
an upward revision of European currencies now as
merely a reversal of the earher devaluation process.
There is a fundamental difference both in the relevant
objectives of exchange rate policy at this time and
in the world market situation. In 1949, the main
objective was to improve the balance of payments,
while the effects on prices, involving a deterioration
in the terms of trade, were regarded as the necessary
means to a solution of Europe’s then overwhelming
dollar problem. At the present time, 1t is the price
effects which are directly important.
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But, because of changes in supply elasticities, the
relation between price changes and the balance of
payments 1s probably completely reversed. Through
an appreciation of currencies, Europe may now very
well succeed both in forcing down import prices and
1n improving its balance of payments at the same
time.

The Changed Situation since Devaluation

Two points must be borne in mind in considering
devaluation and the reasons which may now make a
change in the opposite direction desirable : one 1s
that devaluation was undertaken to meet a particular
situation which, contrary to expectations at that time,
proved to be extremely short-lived; the other is that
1t was to a large extent hastily improvised and experi-
mental.

The devaluation of the pound sterling and various
western European currencies in September 1949 was
justified by the need to put exports on a more com-
petitive footing compared with the United States by
removing price disparities which hampered European
exports to unrestricted markets. The need for such an
adjustment was rendered particularly acute by the
softening of demand overseas and the apparent
return of a buyers’ market following satisfaction of
accumulated demands after the war, although 1t
became clear only a short time afterwards that these
conditions were largely the result of the temporary
industrial recession and extensive inventory liquidation
1n the United States accompanied by a fall in demand
elsewhere.  These conditions were reflected in a
dechine 1n European exports and, even more, 1n the
exports of the overseas sterling area and other primary
producing countries to the United States. At the
same time, there developed a strong speculative
movement against the pound in the summer of 1949
which was largely responsible for the size and rapidity
of the United Kingdom’s gold and dollar losses at
that time and had considerable influence on both the
timing and the extent of devaluation. In this at-
mosphere of crisis and speculation, the new rate for
the pound sterling was placed at a level which, as
indicated 1n official statements at the time, was deemed
sufficiently low to ensure that any further speculation
would support rather than weaken the pound, but
was not apparently the result of any close calculation
intended to equalize British and American export
prices.!

The new rates for other European currencies which
were devalued along with sterling were based still
less on any close estimate of their previous over-
valuation with respect to the dollar. The main Eu-
ropean suppliers of food and raw materials to the
United Kingdom—Ireland, the Netherlands and
the Scandinavian countries—more or less automati-
cally followed sterling 1n a 30 per ceat devaluation,
mainly because their export prices were largely set
in sterling, whether by long-term contract or other-
wise, and were not expected to increase. Their rates
on sterling were therefore kept unchanged in order
to avoid losses for exporters, the expected terms of
trade burden caused by the devaluation of sterling
being thereby, it was supposed, equally distributed
among all parts of the population. The currencies of
the main industrial competitors of the Umted King-
dom, which had been subject to less dramatic specu-
lative pressure than the pound, were devalued to
avold undue impairment of their competitive positions,
but to a lesser extent than the pound, despite the fact
that there was little evidence, 1f any, that these differ-
ential rates were justified by the comparative levels
of export prices.

From the analysis given 1n Chapter 4, it is evident
that the changes 1n trade and payments since devalua-
tion have been far greater and more rapid than anyone
could have expected or than could be attributed to
devaluation alone. The great upsurge 1n world demand
brought a rise in the exports of all European countries,
whether devaluing or not, and in most instances some
improvement 1n their balances of payments. A closer
mspection of the changes which have occurred within
this over-all expansion, has, however, revealed a large
and consistent shift 1n the share of the export market
for manufactures to the advantage of those countries
which carried out the more extensive devaluations,
although 1n the particular case of the United Kingdom
the conclusion was reached that, apparently because
of the pull of home demand, the shift was small in

1 “In armving at the figure, we had to examine the com-
petitive level of prices for our imports into the dollar countries
and other countries where they competed with dollar goods,
the rate at which ‘ cheap ’ sterling was in fact being dealt in
1n various countries and markets, and the general expectation
of the rate that was likely to be fixed if and when we made an
alteration. . . . Finally, 1t was necessary to make 1t absolutely
plain that this was not a tentative first step, but a final and
completed operation. We had to convince the world and our
own people that we had wnhout doubt gone far enough. I
think in that we have — The CI llor of the
Exchequer, 27 September 1949. See “ Hansard ” Fifth Series,
Yol. 468, cols. 21-22,
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relation to its already large share in world markets
and in relation to the extent of British devaluation.

Price developments since devaluation, as examined
in Chapter 4, have also been rather different from
what might have been expected. Up to the middle of
1950, the rise in the import prices of devaluing coun-
tries was, on the whole, relatively moderate, chiefly
because the export prices for both manufactures and
most primary goods in devaluing countries proved
to be relatively sticky ; prices of exports from the
dollar area had, however, failed to soften further,
as might have been expected because of devaluation
elsewhere, and 1n many nstances they were consi-
derably higher than they had been in 1949. After the
middle of the year, the prices of virtually all goods
moving in international trade, whether from dollar
or non-dollar sources, responded to the intensifica-
tion of demand and began to rise rapidly. As scen in
Chapter 1, raw matenial prices had increased 1n the
course of 1950 by about 80 per cent in terms of the
prices of manufactures.

Because of these developments in the second half
of 1950, Europe is now faced with a world price and
market situation wholly different from that which
prevailed or could be foreseen at the time of devalua-
tion. The great upsurge in raw material prices not
only provides the need for an appreciation of European
currencies as a means of countering these price
changes, but also the opportunity to take this step
without damage to the balance of payments. The
appraisal of the market situation resulting from the
analyses given in previous chapters contains three
essential elements.

First, the foreign exchange earnings of overseas
primary producing countries, derived from their
exports to Europe and North America, will be some
$3 to $4 billion greater in 1951 than 1n 1950, 1f primary
prices taken as a whole remain at the average level
prevailing at the end of the year.

Second, the United States is unlikely to provide
exports of manufactures sufficient to meet very much
of this increased demand, because of raw material
shortages, priorities assigned to defence production,
cuts in civthan production, and the generally infla-
tionary development in the American economy tending
to reduce exports and increase imports. At the same
time, these conditions 1n the United States produce
a greatly increased demand for European goods of
all kinds, including not only finished manufactures,

but also industrial materials such as semi-fimshed
metal goods and basic chemicals.

Third, the ability of European countries to supply
greatly increased exports in response to the larger
demand overseas will tend to be limited by much
the same factors as those affecting United States
exports, even though defence production has not yet
begun to claim the same share of output in most
western European countries as 1t does 1n the United
States.

This change in the market situation is the crucial
point in the analysis which the present SURVEY offers
of recent and prospective developments in Europe’s
external relations, and the crucial point also 1n con-
sidering a possible appreciation of European cur-
rencies. Much, therefore, depends on the validity of
the three points summarized above. A collapse of
raw material prices would, of course, completely alter
the outlook, but the recent declines 1n the prices of
certain key commodities—rubber, tin and wool—
have done hittle more than wipe out the additional
increases which had been registered after the end of
1950, and even a further weakening may be out-
weighed by the more gradual but broader upward
movement which has been imparted to primary
prices 1n general. The second point, the ability of the
Umited States to supply increased exports at this
time, 1s also of critical importance 1n the analysis,
since a substantial rise in European export prices
through currency appreciation,would have unfavour-
able consequences 1f the United States should prove,
mn fact, able and prepared to supply much larger
quantities of manufactures at about present price
levels. A very great increase indeed would be neces-
sary, however, both to meet the rise in foreign demand
and to displace part of the existing volume of European
exports to overseas countries, and the analysis of the
United States position given in Chapter 1 leads to the
view that this is unlikely to happen.

As far as prospective European exports to overscas
countries are concerned, 1t 1s not merely a question
of whether substantial further increases are possible
or likely, but also whether a nise in the volume of
such exports is the most desirable way of meeting the
current situation. The essential point of the present
analysis boils down to the contention that present
relative prices of raw materials and manufactures are
completely out of line with their relative scarcities.
Such a disparity always tends to develop 1n a period
of rapid inflation of prices, because of the greatly
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different conditions under which primary goods and
manufactures are produced and sold. In the case of
most primary goods, an excess of demand over supply
is immediately reflected in a rise in prices, while in the
case of manufactures 1t is more typically reflected in
lengthening order books and increased delays in
delivery. Nevertheless, prices of manufactures will
catch up in time in response to both rising production
costs and increased demand. The question is whether
it may not be preferable to try to cut this process
short by currency appreciation, holding domestic
price levels as stable as possible, rather than by the
vastly more disturbing process of letting internal
inflation 1n Europe run its course. This question
must be considered in the light of the likely practical
consequences of currency appreciation.

The Probable Results of Currency Appreciation

The consequences of a change in relative currency
values, as already seen 1n the analysis of price move-
ments after devaluation,! depend in part on the size
of the currency area concerned. In the present context,
currency appreciation needs to be considered as a
concerted action by western European countries
generally with respect to the dollar. There would, of
course, be exceptions, including countries traditionally
endeavouring to hold fast to that fluctuating standard
of value which is gold, and, at the other extreme,
countries where inflation is already so far developed
that currency appreciaﬂon could confer at best only
a passing benefit.

On the other hand, it must also be assumed that
many overseas primary producing countries would
join 1n an appreciation of currencies, particularly
those which have strong monetary ties with European
countries, just as most of the overseas sterling area
followed the pound sterling in devaluation.?2 The
probable extension of currency appreciation to include
overseas primary producing countries nught appear
to render nugatory the expected benefits to European
countries, since the very purpose of a change in
exchange rates would be to lower primary prices in
terms of their own currencies. This, however, would
not be true, as will be apparent from the following
analysis of the probable effects on European import
prices.

1 See section 1, Chapter 4.

* A revaluation of the Austrahan pound has, 1n fact, been
more widely discussed than the possible revaluation of the
pound sterhng.

The essential fact is that, merely by its size as a
producer and consumer, the dollar area is itself a
major force in determining the prices of many primary
goods in international trade and, to the extent that
these prices remain stable in terms of the dollar, they
would fall in terms of those currencies which appre-
ciated in relation to the dollar. These goods include,
first of all, those of which the dollar area is itself a
major supplier and consumer, among the most impor-
tant being cotton, tobacco, grain, timber, sugar and,
again in 1951, coal. Since the volume of these goods
exported to Europe is now directly controlled to a
large extent, either by export allocations on the one
side or by import restriction on the other, there is no
reason to suppose that their dollar prices would rise
to any significant degree whatsoever in response to
currency appreciation in Europe. Very much the
same would be true also of manufactured goods
exported by the United States to Europe. Thus, on
the total amount of European imports from North
America, which in 1950 still made up more than
one-third 3 of Europe’s imports from all overseas
sources, dollar prices would not be greatly influenced
by the increased buying power of European currencies
(although they may continue to rise for other reasons) :
prices 1n terms of European currencies could therefore
be expected to fall by almost the full amount of the
appreciation.4

Next, there are a number of important commodities
in international trade of which the dollar area 1s a
major consumer and a net importer, including rubber,
wool, tin, copper and other non-ferrous metals,
cocoa and coffee. Several of these commodities are
produced chiefly in overseas areas which, as noted
above, might be expected to follow the lead of Euro-
pean countries in currency appreciation. The prices
of most of these commodities have risen, however,
far above production costs : they are purely scarcity
prices reflecting the fact that demand has increased
much faster than production. Costs of production
are therefore largely irrelevant in determining how
currency appreciation would affect export prices, and
1t 1s essentially the effect on demand in the major
consuming centres which matters—specifically, the
relative importance of demand in western European

3 Including imports from Cuba and Mexico.

4 Prices of similar goods supplied from other sources might
also show some sympathetic decline, although this influence
would tend to be mited at present because of the interference
of export allocations and bulk purchase contracts or adminis-
trative controls with the functioning of a free market.
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countries which mught appreciate their currencies,
compared with demand in the United States and
elsewhere. In most 1nstances, the latter 1s very much
greater than the former, and 1t would therefore seem
that dollar prices of these commodities would tend
to remain stable or rise only moderately, while a
substantial decline in terms of European currencies
could be expected. This should also be true of petro-
leum, although 1t is not among those products which
have increased greatly in price since Korea : there 1s
Iittle reason to suppose that its dollar price would
be significantly affected by currency appreciation 1n
Europe, 1n view of the fact that the United States
alone accounts for almost 70 per cent of world con-
sumption outside the Soviet Union and eastern
Europe. It nevertheless represents roughly 15 per cent
of total European mmports from overseas countries,
and a fall inits price in terms of European currencies
would therefore be of substantial benefit.

Many other commodities important in European
imports are, on the other hand, much less influenced
by price levels in the dollar area than the two main
groups of products which have so far been discussed.
These commodities, some of which are mentioned 1n
the price analysts given 1n Chapter 4, are not 1n the
main traded extensively between the dollar area and
other areas, and 1n a number of instances their prices
are admunstratively determined or regulated by long-
term purchase agreements. Their prices are not
greatly affected, at least in the short run, by changes
1n either direction 1n exchange rates between European
currencies and the dollar, and currency appreciation
in Europe, therefore, would not tend to produce any
considerable benefits in the form of lower prices for
this important group of commodities. It 1s also true,
however, that these particular goods have, for the
most part, risen much less 1n price 1n recent months
than those goods which are particularly dollar-
sensitive for reasons analysed above.

The net benefits of currency appreciation in Europe
in the form of lower import prices are therefore seen
to depend largely on the relative importance of the
dollar area and other areas as producers and con-

1 See Table 38 for the share of the United States i the
consumption of most of the products mentioned It should
further be noted that, for some of these products (rubber,
wool, and non-ferrous metals being the most important) demand
for defence production and stock-piling 1s a relatively large
and nelastic part of the total, and in these instances 1t is the
relative magnitude of civihan demand in the two areas which
18 decistve in determining the price effects of currency apprecia-
tion 1n western Europe.

sumers of the many different products entering into
ternational trade. On balance, 1t can be estimated
that the fall in the average level of Europe’s overseas
mmport prices would be roughly two-thirds as great
as the percentage reduction in European rates on the
dollar corresponding to a given degree of currency
appreciation. In other words, if the rates on the dollar
were brought down by 30 per cent, overseas import
prices would fall by something like 20 per cent on the
average, and smaller or greater changes in the exchange
rates would have a smaller or greater effect 1n reducing
import prices ?

It thus appears that currency appreciation, depend-
ing on the degree, could provide considerable relief
from the great rise 1n import prices, and that the
decreases envisaged would centre to a large extent on
the commodities which have recently shown the most
extreme price ncreases precisely because they are
the ones most sensitive to the dollar market. This, 1t
may be noted, would not only benefit European im-
porting countries, but would also be of some advantage
to overseas supplying countries whose currencies
mught likewise be appreciated . a fall in the prices of
these goods 1n terms of their own currencies, while
reducing their present extraordinary gaimns on terms
of trade, would serve at the same time to diminish
the inflationary pressures, described 1n Chapter 1,
which they are now experiencing.

With regard to the behaviour of the export prices
of European countries 1n the event of currency
appreciation, 1t 1s, paradoxically enough, a matter of
some 1ndifference, under present conditions, whether
they remain stable 1n national currencies or decline.
There 1s some gain either way . 1n so far as they
remain the same, Europe’s success in offsetting the
deterioration in 1ts terms of trade would be maximized;
m so far as they fall, rehef 1s experienced from
the export scctor as well as from the import sector 1n
combating inflatton. The latter may happen in the
case of some European-produced industrial matenals
and perhaps also 1n that of textiles ; but, in general,

? This estimate (and also that given below with respect to
imports from European as well as overseas sources) 15 based
on the general principles stated in the text, and a detailed
examination of the probable movements of prices, as a conse-
quence of revaluation, of 20 major commodities representing
some two-thirds to three-fourths of the total imports from all
sources of the principal western European trading countries,
account being taken both of the share of these countries (and
that of therr affihated overseas areas) in world production and
consumption and of institutional factors. which, as previously
noted, may be expected to exercise a special influence on price
behaviour.
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export prices would probably tend to remain relatively
immobile 1n national currencies,! just as they did, 1n
opposite circumstances, for a considerable period after
devaluation until the general impact of post-Korean
developments began to be felt.

Since European exports also enter heavily into the
imports of most European countries, their expected
price behaviour would tend to reduce the average
fall which any one European country mught expect
to obtain 1n the prices of its total imports, including
those of European origin, as compared with the
decrease in the overseas import prices of European
countries taken as a group. The over-all decrease 1n
import prices for any one European country (as a
member of a larger group of countries appreciating
their currencies) would probably be about half of the
percentage reduction in its exchange rate on the dollar
corresponding to the degree of appreciation.

So far, this analysis of the likely results of currency
appreciation has been concerned mainly with the
effects on import and export prices. It has already
been suggested that—because of the fundamental
shift from the buyers’ market of 1949 to the sellers’
market of the present— thesc price changes would
not impair, but would rather improve, Europe’s
balance-of-payments position with overseas countries
and particularly with the primary producing areas,
where the increase experienced 1n Europe’s deficit
1n 1950 threatens to become still greater.2 With the
existing shortages both of raw materials on the one
hand and manufactured goods on the other, there 1s
Iittle reason to believe that the decrease in European
import prices which currency appreciation would bring
about would lead to a significant increase in the
value of imports; nor does 1t seem lkely that the
increase in European export prices in relation to the
dollar 3 would reduce significantly the volume, let
alone the value, of European exports. It must be

1 This assumes, of course, that inflationary forces of domestic
onigin would be successfully restrained , otherwise, export
prices would continue to rise despite currency appreciation

2 For Continental European countries, an improvement in
the position with respect to overseas primary producing coun-
tries would be reflected largely in a decrease in the surplus
position of the sterling arca in the European Payments Union
(that s, in smaller drawings by E P U. on the United Kingdom’s
quota and smaller gold transfers by EP U to the United
Kingdom) For the United Kingdom 1tself, the improvement
would be reflected largely in a slowing-down in the rate of
accumulation of sterling balances by overseas members of the
sterling area

# In other words, assuming that European export prices in
terms of their appreciated currencies remain about the same
as at present.

remembered that metals and engineering products
and chemicals account for about 55 per cent of Eu-
rope’s overseas exports, and textiles for a further 25
per cent ; all these are products for which the neces-
sary raw materials are short and for which there are
many competing demands. Even a considerable
increase 1n Europe’s export prices in terms of dollars
and an apparent weakening 1n 1ts competitive status
with the United States should not, therefore, involve
any very considerable difficulties 1n marketing the
bulk of European exports. Nor, indeed, would some
decline in the export volume, 1f 1t did occur, be unwel-
come 1n existing circumstances, 1f the total foreign
exchange proceeds could nevertheless be increased to
compensate in part for the great losses incurred
through the rise in import prices. In the longer view,
the greatest loss from currency appreciation might be
that some of the extraordinary opportunities now
presented to develop export footholds in the difficult
United States market would be lost ; such losses
might be regretted when present exceptional demand
conditions no longer exist.* In the near future,
however, currency appreciation is much more likely
to increase than to diminish Europe’s aggregate dollar
earnings, both 1n the United States itself and in markets
in Latin America or elsewhere which have dollars to
spend beyond the capacity of manufacturing countries

to supply.

The Strategy of Exchange Rate Policy

The successful employment of foreign exchange
policy as a weapon in meeting the stresses and strains
now experienced by European countries 1s subject
to two main conditions. One of these 1s that foreign
exchange policy should be flexible. This means, not
indeed that exchange rates should or would vary from
day to day, but simply that the possibility of varying
the rates should be ever present ; that 1s, the monetary
authorties should be able and willing at any time to
adjust the rates, by use of the resources at their

4 While exports of many types of goods to the United States
might be further expanded and more firmly established in the
American market, 1t would be wrong to assume that this applies
equally to many of the commodities now accounting for much
of the increased volume of sales. For cxample, the export of
French 1industral alcohol to the United States, mentioned in
Chapter 1, 1s clearly of an emergency nature, growing out of
the surplus stocks accumulated in France and the expansion
of synthetic rubber production in the United States , a sub-
commuttee of the United States Scnate investigating the stock-
piling programme has recommended that the United States
should free itself from dependence on outside sources for
industrial alcohol.
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command, in either direction and to whatever extent
seems appropriate.

The necessity for a flexible foreign exchange policy
arises for several reasons : the difficulty in appraising
closely the present world market situation and 1n
estimating the degree of currency appreciation appro-
priate to this situation, the possibility that the prices
of raw materials and other primary goods may con-
tinue a long upward movement or may level off and
even recede, and the great uncertainty as to how long
the period of international political tension and rising
military expenditure will last and what the aftermath
will be.

It is because of this instability in the underlying
situation that the whole of the preceding discussion
has been in terms of currency appreciation rather than
“ revaluation ”, since 1t would be a mustake once
more to attempt to establish fixed exchange rates in
a fluctuating world economy.! It 1s now clear that
the endeavour to set rigid exchange rates immediately
after the war, before a sufficient degree of stability
had developed 1in world production and trade, un-
necessarily deprived European countrics of ready
access to one of the most useful means of adjustment
between their domestic economies and external
conditions, and that, at the time of devaluation 1n 1949,
they failed to take advantage of the opportunity then
provided to initiate more flexible policies. Mainten-
ance of exchange stability presupposes that there 1s
also a reasonable stability 1n basic economic condi-
tions.2 Exchange stability ceases to be a virtue when it
becomes a means through which the shock of price
and income fluctuations abroad 1s transnutted to the
domestic price and income structure. Maintenance

1 An example of this view 1s to be found in the reasons which
led the Government of Canada to adopt, after consultation with
the International Monetary Fund, its present system of a flexible
rate. The Annual Report of the Foreign Exchange Control
Board for the Year 1950 (Ottawa, 10 April, 1951) says, on page
15, “1n considering action appropriate . . [which the Board
stated was required to check certain inflationary factors in the
Canadian balance-of-payments position at a time when nfla-
tionary pressurcs were already causing concern] the Govern-
ment reviewed the possibility of moving the par value of the
Canadian dollar to a new and higher fixed level, but concluded
that under the conditions then existing 1t was impossible to
determine 1n advance with any reasonable assurance what
new level would be appropriate”.

* Alternatively, when wide fluctuations occur in world
economic conditions generally, countries must be prepared
either to counter them as far as possible through direct trade
controls or to respond to them by variations in domestic prices
and employment.

of fixed exchange rates 1s, after all, only one form of
currency stability and 1s scarcely to be preferred over
stability 1n terms of the buying power of money over
goods. When confidence 1n currency stability 1n the
latter sense 1s destroyed through progressive inflation,
the very possibility of orderly and sustained economic
progress 1s seriously impaired, as the experience of
France and Italy 1n recent decades tends to bear out.

The possibility that, at some unforeseeable time
1 the future, world economic conditions may change
in such a way as to necessitate a downward revision
of European currency values 1s an argument 1n favour
of a flexible exchange policy -not an argument
against an increase 1n the exchange values of Euro-
pean currencies at this time.  The need for an eventual
depreciation of currencies will not be any the less
if European countrics go through the painful
experience of price inflation 1n the meantime than
if, with the aid of currency appreciation, they suc-
ceed 1n stemming inflation now. The end result
would be the same. The difference 1s that, in the
absence of a more flexible exchange rate policy,
changes always tend to be in one direction—down-
wards., This must be so 1f, in time of economic
boom like the present, countries permit inflation to
proceed and, being unable to force down their general
price and wage levels later, are compelled to make
the necessary adjustments to a less prosperous world
market by depreciating their currencies.

Confidence 1n the value of money would be far
better maintained 1n the long run if experience might
show that currencies could move up as well as down
as part of a policy designed to maintain 1internal
monetary stability. As it 1s, the premature fixing
of exchange rates has played quite unnecessarily
mto the hands of speculative forces. Since exchange
rates are adjusted only reluctantly and after great
cumulative pressures have built up, speculators can
know with confidence that exchange rates are likely
to move 1n only one clearly foreseeable direction.
It does not requirc much foresight to see that, 1f
inflation 1s allowed to continue in Europe, specula-
tion against European currencies will again develop
at some future time when world prices turn down-
wards.

A more flexible exchange policy can be conducted
so as to combat and out-manceuvre these speculative
forces, since the monetary authorities are ordinarily
able to select the time and extent as well as the
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direction of such adjustments as they find necessary.!
Only when, as has been true since the war, exchange
rates are permitted to remain far out of line with
their equilibrium positions 1s 1t possible for specula-
tors to count with assurance on the probability of
profits sufficiently large to make their operations
worth the risk. The avoidance of undue speculative
activity and profit 1s, however, a relatively minor
consideration, compared with the contribution which
a more flexible monetary policy could make 1n helping
to reduce the inflationary impact of the increases
in raw matenal prices, and 1n facilitating such further
adjustments as subsequent developments in the world
market may require.

The second of the two conditions for the success-
ful use of foreign exchange policy 1n attempting to
turn the mounting tide of inflation 1n European
countries 1s that currency appreciation should be
a part of a more fully developed and integrated set
of measures designed to cope with inflationary forces
i all forms. Such benefits as might be mmtially
obtained through the reduction in 1mport prices
would prove to be fleeting 1f prices and wages never-
theless continued to nise. The upward movement
1s already far advanced in most countries, and far
more than currency appreciation alone is required
to bring 1t to a halt. The necessary combination
of measures includes a fiscal policy aimed both at
offsetting increased defence expenditure by increased
taxation and at preventing undue inflation of pro-
fits , an investment policy, combining fiscal and credit
measures with direct controls, designed to curb
capital outlay of a non-essential nature and to combat
the hoarding of raw materials and other goods ;
and a national wage policy which, subject to such
minimum further adjustments as equity may require,
places an agreed moratorium on further general
wage increases until there 1s time to put into effect
and test the price stabilization policy as a whole.?

! This conclusion seems to be well justified by the experience
of the United Kingdom under the flexible ** managed currency ™
system which 1t operated successfully during the period from
1932 until 1936--that 1s, from shortly after the depreciation
of sterling during the depression until the tripartite agreement
with the United States and France That experience shows that
sufhicicnt day-fo-day stability was maintained to avoid inter-
ference with the orderly conduct and recovery of trade, while
at the same time the monetary authorities were able to make
necessary adjustments in the rates without leaving the way open
for large speculative profits

2 In some countrics, the reimposition or strengthening of
import controls might also prove to be necessary, although

If a number of countries do in fact succeed by these
means in restoring internal monetary stability, the
effects should prove to be beneficial not only for
them, but for other countries as well. Certainly there
1s little reason to believe that the impact of currency
appreciation on other countries would be more
serious than if, 1n the shghtly longer run, inflation
proceeds unhampered in countries which should be
able to counter it effectively. One important way 1n
which the benefits from currency appreciation would
tend to be generalized 1s by the reversal of present
expectations expressed 1n commodity speculation and
in the hoarding of raw materials. At the moment,
there 1s altogether too much confidence 1n all countries
that raw materials will be short and that prices will
continue high or go higher still, and, as pointed out 1n
Chapter 3, this attitude helps to make commodity
shortages worse than they really are. If 1t were pos-
sible, through import price reductions induced by
currency appreciation, to weaken this belef 1n the
inevitability of shortages and high prices, the effects
would be salutary not only for countries which
appreciated their currencies, but also for those which
did not.

It might, perhaps, be argued that the best time
for an appreciation of European currencies has
passed : the rise 1n raw material prices has already
substantially inflated the price and wage structure
of most countries. Such a view, however, would
fail to take account of two facts which have been
established by the preceding analysis: ? first, that
the effect of the high import prices on internal price
levels has only partly been exhausted, even if it
were assumed that the rise in primary prices would
go no further ; second, that the situation both 1n
world markets and in internal markets 1s such that
the spiral of rising prices and incomes will very
probably continue to develop. The impact of even
a modest appreciation of European currencies would
help to slow down this spiral ; a more drastic revision
might well break it altogether.

the greater thc number of European countrics appreciating
their currencies, the less would be the need for such measures.
Western Germany 1s a case n point, although the necessity
already experienced of back-tracking in its liberahzation of
mports from other western European countries need not be
greatly increased by currency apprecitation if undertaken as
part of a general upward revision of European currencies.

3 See also section 1 of this chapter.
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Table I
INDEX NUMBERS OF TEXTILE PRODUCTION
1938 = 100 1948 = 100
Percentage -
Country Sharee 1949 1950
n 1950 | 1947 1948 1949 195061 T nd Tid Fourth | Fist Second Thid Fourths
quarter quarter quarter quarter quarter quarter quarter quarter
Austria . 1.0 31c¢ 51c 77¢ 94c| 132 147 148 179 194 180 170 202
Belgium . . . 49 130 116 120 146 102 103 98 110 118 110 120 143
Czechoslovakia 4 35 60c 77c¢ B8lc 89¢| 105 110 90 118 122 121 95 130
Denmark . 0.6 108 134 151 172 113 113 99 126 130 137 115 131
Finland P 0.7 97 110 131 146 115 120 112 126 130 132 117 141
France . 163 89 102 101 109 103 107 86 103 107 111 93 116
Germany : western zones 164 25 41 75 97 153 175 184 217 224 220 229 27
Greece . 18 9% 89 100 137 106 108 115 125 125 142 168 178
Hungary 14 68 88 111 .. . . .. . .. . .
Ireland 05 139 152 167 193 112 103 98 128 123 131 120 135
Ttaly . . . 11.1 100 96 99 102 105 111 94 103 107 103 96 119
Netherlands . . . . . 34 87 105 122 136 111 115 110 127 131 129 122 138
Norway .. . 0.7 124 144 168 180 125 122 95 123 135 130 102 133
Poland . . . . 50 86¢ 114¢ 133¢ 150¢ . .. .. .. . .
Spain . . 152¢ 153¢ 145¢ 163 ¢ 87 105 86 102 99 111 102 114
Sweden . . . . 28 121 135 142 1394 107 108 92 104 1064 1024 894 1044
United Kingdom 29.9 81 95 102 112 108 105 102 114 120 117 112 122
Total of countries histed 100.0/ 7575 87/ 98/ 1107| 110 114 104 120 125 124 117 137

Sources and methods see Appendix B b Provisional

The data are obtained by applying the volume indices shown for 1950 € 1937 = 100, for Poland 1937 production in pre-war area = 100
(1938 = 100) to 1938 weights which are proportional to net output The d Including ready-made clothing

ﬁuum];};gs calculated take no account, therefore, of shifts in relative prices e 1940 = 100

stnce

Excluding Spain.
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Table II
INDEX NUMBERS OF CHEMICAL PRODUCTION
1938 = 100 1948 — 100
Perc - - -
Country of total IO .
m 1950 | 1947 1948 1949 19508) C T thwd  Fourth | st Second Thid  Fourthd
quarter qQuarter quarter  quarter ! quarter  quarter  quarter  quarter
Austria 24 77¢ 145¢ 167¢ 208 ¢ 93 121 125 123 134 136 144 166
Belgium 41 1294 1514 1584 1704| 104 106 97 113 .
Czechoslovakia 41 102¢ 124c¢ 134¢c 140c¢| 105 110 101 116 109 109 108 115
Denmark . 1.1 100 114 126 139 113 110 102 118 123 130 107 128
Finland 1.8 154 178 204 234 112 113 108 123 131 140 123 133
France P 9.3 97 114 112 118 102 105 87 100 102 106 99 115
Germany : western zones 18.7 34 49 69 89 135 140 141 148 157 177 199 194
Greece . 1.0 59 63 81 94 114 126 136 138 138 121 153 185
Hungary 20 88 107 174 .
Ireland . 04 103 109 122 144 113 111 104 122 132 124 127 144
Italy 60 80 93 105 121 102 114 120 114 113 129 128 151
Netherlands 14 83 105 110 133 106 103 98 112
Norway 1.6 111 119 137 174 119 125 119 141 154 177 154 154
Poland . 125 154¢c 305¢ 408¢ 480¢
Sweden 63 167 190 205 220
Switzerland ¢ 21 171 174 158 169
United Kingdom 252 161 184 189 214 104 105 96 107 111 116 118 122
Total of countries listed 1000 93 116 131 152 109 113 107 117 121 128 130 138

Sources and methods

NOTE — As far as possible, the indices cover
ferul 4 1 1

uffs,

see Appendix B

but not the production of rubber and rayon

the production of basic
oils, soap and matches,

@ The data are obtained by applying the volume indices shown for 1950
(1938 = 100) to 1938 weights which are proportional to net output The

figures thus calculated take no account, therefore, of shifts in relatne
prices since 1938

b Provisional

€ 1937 = 100, for Poland 1937 production in pre-war area = 100

d 1936-1938 = 100

e Approximate index, based on exports and man-hours worked
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Table III
INDEX NUMBERS OF BUILDING MATERIALS PRODUCTION
1938 = 100 1948 = 100
Percentage, -
Country Share o 1949 o 1950
i 1950 | 1947 1948 1949 19500 First Second Third Fourth | First  Second Third Fourthd
quarter quarter quarter quarter | quarter quarter quarter quarter
Austria . . A 25 49¢c 108¢c 143¢ 156¢ 7 139 166 145 98 160 177 141
Belgum . 49 914 954 704 854 68 68 75 85 81 89 88 101
Czechoslovakia 3.7 92¢ 110c 112¢ 123¢( 82 107 11l 109 91 118 130 114
Denmark . . 18 12 127 135 14 85 113 113 112 93 125 119 116
Finland . 11 104 128 141 150 92 110 136 105 98 124 130 113
France 82 105 125 127 133 105 106 92 101 101 108 104 112
Germany : western zones 192 31 53 78 93 120 151 163 160 133 178 200 197
Greece . 0.7 59 87 99 120 105 110 116 127 107 131 154 162
Hungary . . 0.5 91 101 130 . . . . .. ..
Ireland . . 04 146 207 251 275 116 127 112 129 118 126 141 147
Italy . . . e 68 84 90 9% 119 9 116 107 13 118 141 130 140
Netherlands . 23 /3 95 111 125 111 109 116 129 125 128 132 141
Norway 22 126 139 149 159 . .
Poland 35 T3¢ 94e 111e 128¢
Spain . 4.5 155/ 158/ 155/ 187/
Sweden 2.5 135 139 142 155 .. .
United Kingdom 314 128 150 156 165 104 104 101 107 108 109 109 114
Yugoslavia 38 2058 2258 2502 2738
Total of countries hsted 1000 84 102 111 124 101 111 112 115 109 124 127 i30
Sources and methods see Appendix B b Provisional
NoTeE ~— The data relate to the production of stone, lime, bricks, tiles, € 1937 = 100

cement, glass, and ceramics d 1936-1938 = 100
a The data are obtamned by applying the volume indices shown for 1950 e Current di 4 with 1937 prod: In pre-war area

(1938 = 100) to 1938 weights which are proportional to net output The £ 1935 = 100
figures thus calculated take no account, therefore, of shifts 1 relauve =
prices since 1938 £ 1939 = 100

Table IV

PRODUCTION OF COAL
Millions of tons

1948 1949 1950
Country T e T

First Second  Third Fourth Frst Second  Third Fourth First Second  Third  Fourth

quarter  quarter  quarter  quarter quarter  quarter quarter  quarter quarter  quarter quarter  quarter

Belgium . 628 6.68 651 7.21 7.39 7.18 596 733 729 689 600 712
France .| 1296 1199 1106 728 1339 1264 1212 1305 1363 1232 11.84 13.06
Saar . 289 300 332 336 349 342 361 374 3.85 368 3.67 3.89
Germany : western zonese | 2058 2065 2314 2404 | 2535 2476 2698 2773 | 2821 2637 2820 2954
Netherlands 278 272 274 280 285 2.83 298 304 311 300 311 3.03
Poland . 1671 1665 18.13 1877 1808 1786 1868 1946 19.68 1860 19.87 19.64
Umted Kingdom? 5260 5435 5011 5555 | 5539 5417 517t 57.34 | 5683 54.86 5143 5662
Total of countries listed |11480 11603 11501 11901 |125.94 122.86 12204 131.68 | 13260 12571 12412 132.89
United Statese¢ . . . [14268 14528 154.69 153.06 |125.67 129.63 8605 94.62 | 97.31 136.12 130.31 141.01

Sources see Appendix B
Note — The data relate to the net pit-head production of coal (clean coal raised to the surface) The production of lignite 15 excluded.
@ Including production of pitch coal b Including production of opencast coal ¢ Including a small amount of lignite
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Table V

PRODUCTION OF ELECTRIC POWER
Bullions of kilowatt hours

1948 1949 1950
Country - N - T T
First Second  Third Fourth Farst Second  Third Fourth First Second Thid  Fourth
quarter  quarter  quarter  quarter quarter  quarter  quarter  quarter | quarter  quarter  quarter  Quarter
Austria 113 137 153 123 114 147 153 136 127 160 178 164
Belgium @ 2.01 186 1.88 216 2.13 197 188 219 216 194 195 243
Czechoslovakia 186 1.76 1.76 2.14 2.11 194 195 227
Denmark. 0.48 0.39 044 053 0.49 042 045 057 052 043 047 061
Fmland . . 069 0.70 074 083 087 0388 083 098 103 098 101 110
Franceb . . 704 6.95 677 681 691 702 672 775 770 762 725 8.90
Germany . western
zones . . 8.21 769 797 874 948 887 956 1081 1053 984 1094 1266
Italy . 5.1 5.717 609 573 475 541 539 523 532 631 651 6 86
Netherlands 140 122 1S 150 150 135 135 179 178 157 166 203
Norway ¢ 274 313 293 365 397 360 335 427 455 407 389 482
Poland ¢ . 187 170 181 213 204 183 1.95 233 233 212 224 285
Spain 1.74 162 130 145 140 137 130 157 184 179 169 169
Sweden . 319 351 339 400 411 385 376 444 4 66 430 428 511
Switzerland 4 206 217 243 199 159 219 213 186 179 230 280 223
United Kingdom ¢ 1273 1061 1010 1309 1366 1102 1038 1406 1487 1232 1172 1611
Total of countries
hsted 5225 5042 5028 5597 5615 5317 5251 6148 6266 5941 60.33 7144
United States 8287 80.77 8451 8819 8735 8365 8580 8775 9233 9329 9815 10416
Sources see Appendix B ¢ Production of public utilities and other plants with an installed capacity
NoTe — The data relate to total production of clectric power unless of 1,000 kilowatts and over
otherwise stated d Production of public utihities, plus purchases for the public gnd from
a Total production of public utilities and other plants with an nstalled Iroads and ~
capacity of more than 100 kilowatts e Public utility production , excluding Northern Ireland

b Production of hydro-clectric plants with a generating capacity of over
1,000 kilowatts and of thermo-clectric plants with a capacity of over
5,000 kilowatts
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Table
PRODUCTION OF HYDRO-ELECTRIC

VI
AND THERMO-ELECTRIC POWER

Bullions of kilowatt hours

TotaL Hypro THERMO
Country
1938 1948 1949 1950 1938 1948 1949 1950 1938 1948 1949 1950
Austria . . A 3.0 5.3 5.5 6.3 24 44 4.2 50 06 0.9 13 1.3
Belgium @ . 5.3 1.9 82 8.5 - 0.1 - 0.1 5.2 7.8 81 8.4
Czechoslovakia . . 4.1 75 83 9.1 0.6 0.9 1.0 1.1 35 6.6 7.3 80
Denmark . . 1.1 1.8 1.9 20 - - — - 1.1 1.8 1.9 20
Finland . . 3.1 3.0 3.6 4.1 2.5 1.9 30 3.6 0.7 10 0.5 05
France b. . 18.6 27.6 28.4 315 89 143 106 156 96 132 178 159
Saar . . . 13 12 1.5 15 - - - - 13 12 1.5 15
Germany . 50.1¢ 482 5617 .. 69¢ .. .. .. 43.1¢ .. .. .
of which western zones 31 326 387 440 65 71 66 82 246 249 321 357
Soviet Zone 172 144 165 04 168 .
Italy . R 15.5 227 20.8 25.0 14.6 20.9 174 222 1.0 1.8 34 28
Netherlands . 3.5 53 6.0 70 - - - — 3.5 53 60 70
Norwayd . . . . 9.6 124 15.2 173 95 124 152 173 0.1 0.1 — -
Polandd. . . .. 79e 75 8.1 95 0.1e 04 0.4 0.5 79e 71 17 90
Spain . - 2.7 61 5.6 7.0 22 52 40 5.0 0s 09 1.6 20
Sweden 82 141 162 183 73 12.6 15.1 175 09 14 10 09
Switzerland/ . . . 70 104 97 105 70 104 96 103 — 01 02 02
United Kingdom# . . 244 46.5 49.1 55.0 10 1.3 12 15 234 452 479 53.5
Yugoslavia . . . . . 11 20 22 2.4 0.5 1.0 1.0 11 06 1.0 12 1.3
Other European
countries 4.6 73 83 96 0.7 1.1 1.1 14 39 62 7.2 8.2
Total Europe
(excluding U/S.S.R) | 18! 247 267 300 65 95 91 111 116 152 175 189
United States 4 . .| 1420 3368 3445 3879 443 82.5 89.7 959 695 2002 2013 2331

Sources see Appendix B.

Note — The data relate to total production of electric power unless
otherwise stated The main exception 13 the United Kingdom (see footnote g)
However, an estimate of total electnic power production for the United
Kingdom, including Northern Ireland, 1s included in the European totals
@ Total production of public utilities and other plants with an installed capacity

of more than 100 kilowatts
b Production of hydro-electric plants with a generatng capacity of over

1,000 kilowatts and of thermo-electnc plants with a capacity of over

5,000 kilowatts.
€ Post-war boundanes Total production of electric power within pre-war

area, excluding the Saar, was 51 4 bulion kilowatts

d Production of public utilities and other plants with an installed capacity
of 1,000 kilowatts and over

e Post-war boundaries Total production of electric power within pre-war
area was 4 bilhon kilowatts

S The figures relate to total of twelve months ending September 30 of
year indicated

& Public utiity ion only, Ireland.

h Total production relates to output of industrial establishments as well as
that of privately and municipally owned electric utilities The data for
hydro-electric and thermo-electric power relate only to the production of
privately and municipally owned electric utilities,
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Table VII

ELECTRIC GENERATING CAPACITY

Thousands of kilowatts

Installed capacity

Country
1938 1948 1949 1950
Austria . 1,157 1,717 1,806 2,000
Belgium 2,619 2,743 2,858 2,986
Bulgaria @ 104 170 .
Czechoslovakia 1,870 & 2,740 2,900 3,100
Denmark 603 832 832 872
Finland . 870 965 1,088 1,183
France 9,179 9,715 10,375 11,047
Germany . . . 16,534 ¢ 14,812 15,453 16,630
of which western zones 9,239 10,092 10,653 11,630
Soviet Zone d 5,956 4,720 4,800 5,000
Greece . . 126 199 217 245
Hungary 690 823 870 1,030
Ireland @ 160 218 234 269
Ttaly 5,839 7,398 7,843 8,400
Luxembourg 137 139 139 135
Netherlands 1,741 1,995 2,053 2,125
Norway 2,055 2,684 2,897 3,016
Poland . 1,692 ¢ 2,460 2,786 2,970
Portugal 280 334 345 480
Rumania 510 600 600 740
Spain. . 1,530 1,990 2,268 2,550
Sweden 2,262 3,550 3,725 3,980
Switzerland / 2,085 2,690 2,920 3,110
Turkey 178 306 382 402
United Kingdom # 9,365 13,194 13,913 15,085
Yugoslavia . . . 495 620 655 682
Total of countries listed 62,081 72,894 77,450 83,450

Sources and methods sece Appendix B.

Note. — The figures relate to total installed capacity unless otherwise

stated

a Public uulity production only,

h 1936

€ Pre-war boundaries, excluding the Saar.

d Including Berhin for all periods.
€ Pre-war boundanes

/ At 30 June

8 Public utdity

Ireland

only,
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Table VII

PRODUCTION OF CRUDE PETROLEUM AND CONSUMPTION OF CRUDE PETROLEUM
AND PRODUCTS

Millions of tons

APPARENT CONSUMPTION OF CRUDE
Country PropucTioN oF CRUYDE PETROLEUM l:nnowum AND PRODUCTS @

1938 1948 1949 1950 1938 1948 1949 1950
Austria e 0.06 0.96 1.25 1.50 0.39 1.02 1.30 1.57
Belgium-Luxembourg - - - - 0.82 168 176 2.26
Czechoslovakia e 002 0.04 0.05 005 0.39 0.41 . ..
Denmark - - - - 086 127 1.42 200
France . 007 005 0.06 0.13 7.58 803 9.68 11.46
Germany b . 1.47 127 1.62 206 729 .

of which western zones 117 064 084 112 572 229 308 373
Hungary 004 048 051 0.55 025 . .
Ttaly oo1 0.01 0.01 oot 249 264 3.29 4.89
Netherlands P — 050 0.62 071 1.56 2.90 2.94 335
Norway . - - - - 0.59 1.44 1.49 157
Poland 0.51 015 0.17 018 0.50
Portugal . - - - - 0.19 060 054 0.55
Rumanmia . . . 659 4.30 4.72 5.35 213 . .
Spain . . - - - - 0.34 106 124 162
Sweden - - - - 130 3.54 324 398
United Kingdom ¢ .. 0.13 016 0.16 1240 19.18 1891 1985
Other European countries . 012 0.28 040 054 187 37 433 505
Total Europe (excluding USSR) 902 820 9.57 11 24 40 96 54 86 59.41 69 00
United States . . 171.04 276 74 252.10 270 12 149.15 267.05 266 22 298 48
Sources see Appendix B products (in terms of crude oil) and, therefore, take into account stock
NoTE — The figures do not include the production and consumption of f,',‘:,',“:;,;’,,ﬁ";ﬂ: cﬁ,:::;u:: ,u}zies 0,‘“,?5’"{3',,";3;‘?,, morcover, have

synthetic oil, except 1n the case of Germany All pre-war figures relate to

pre-war boundaries b The figures include the production of liquid products from hydrogenation

and syntheic work plants The production amounted to 092 million

a In terms '9f crude oil—1e, the production of crude petroleum plus net tons crude equivalent for the whole of Germany in 1938 and an esu-
mmports of crude petroleum and products (expressed in terms of crude oil mated 0 62 million tons for the western zones of Germany  Consumption
equivalent), with no allowance for changes in stocks The figures for has been taken as equal to production

France, Italy, the United Kingdom and the United States, however,
relate throughout to refinery of crude o1l plus net mmports of refined ¢ Production of crude petroleum relates mamly to shale oil
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Table X
PRODUCTION OF IRON ORE, PIG-IRON AND FERRO-ALLOYS, AND CONSUMPTION OF SCRAP

Millions of tons
PRODUCTION OF PIG-IRON
Country ProbpucTioN oF IRON ORE AND FERRO-ALLOYS CONSUMPTION OF SCRAP
1938 1948 1949 1950 1938 1948 1949 1950 1938 1948 1949 1950
Austnia . 0.8 04 04 06 0.6 0.6 0.8 0.9 0.4 0.4 0.5 0.6
Belgium-Luxembourg 1.6 1.1 13 1.2 4.0 6.6 6.1 6.2 08 2.6 2.1 2.2
Czechoslovakia 06 0.5 0s 05 1.3 1.7 1.7 1.8 09 .. . .
France . 109 7.6 104 9.9 6.0 66 83 78 28 37 43
Saar . . . — — — — 24 1.1 1.6 1.7 0.7 04 0.6
Germany . 374 20 25 30 1538 48 74 9.8 9.7a . .. .
of which western zones 35 20 2.5 29 152 47 71 95 8s 40 7.0 92
Soviet Zone 02 ot 01 o1 o1 02 03 03 12
Hungary. . 0.1 0.1 0.1 01 03 0.4 04 0.5 . .
Italy . . 05 03 03 02 09 04 04 05 2.1 23 22 25
Netherlands — — — — 0.3 04 04 0.5 0.1 0.5 0.6 0.6
Poland . 035 02 02 03 136 11 12 14 118 . .
Spain . . . . 12 08 09 1.0 04 0.5 0.6 0.7 . 0.3 0.3 0.4
Sweden . 8.5 8.1 8.4 8.5 0.7 0.8 0.8 0.8 0.7 09 1.0 1.1
Turkey . . — 0.1 0.1 0.1 — 01 0.1 01 — — — —
United Kingdom . . 3.6 4.0 4.1 39 6.9 9.4 97 9.8 87 124 134 14.1
Other European coun-
tries . 1.5 07 08 09 0.3 06 07 07
Total Europe (exclud- o
ing USS.R) . 333 258 300 303 40.5 35.1 40.4 43.1
United States . . . . 14.5 51 433 502 19.1 55.2 49.2 593 217 573 498 62.1
Sources '.lee Appendix B, Consumption of scrap The data relate to the consumption of scrap in
blast furnaces, steel works and tron foundries See Appendix
Note — fron ore The data '::;: ‘:;"hb"’"":il‘;:‘ m‘;‘;mn&‘; n‘l(:):‘ ::? a Post-war boundaries The figures for the pre-war arca, excluding the Saar,
centages of metal content, see Appendix B 4 ‘vzer:ep(:‘;xghons of tons) 1ron ore, 37, pig-iron, 157, consumption of
Pig-iron and ferro-alloys The data relate to total production of pig- b Pon-‘war boundaries Production in the pre-war area was (millions of tons):
iron and blast furnace ferro-alloys, both for steel-making and other purposes. iron ore, 03, pig-iron, 09.
Table XI

PRODUCTION OF CRUDE STEEL
Millions of tons

1948 1949 1950
Country "

First Second  Third Fourth First Second  Third  Fourth First  Second  Third Fourth

quarter  quarter  quarter  quarter quarter  quarter  quarter  quarter quarter  quarter  quarter  quarter

Belgium . . . . .... 0.93 0.87 1.02 109 L15 1.02 0.82 0.86 0.89 088 0.85 LIS
Luxembourg . e 053 0.59 0.64 0.69 0.71 0.61 0.51 0.45 0.54 056 0.64 0.71
France . . . SR 1.74 1.86 1.80 1.85 2.28 233 219 2.32 1.99 2.16 2.04 245
Saar . . . P 021 0.28 036 0.37 043 044 0.44 044 0.44 0.39 0.50 0.57
Germany : western zones 098 110 159 1.90 2.15 231 242 228 285 285 32 321
Italy . . ... 049 056 055 053 045 055 052 054 056 056 059 061
Poland . . . 0.46 047 049 0.54 057 056 057 0.60 0.62 0.62 0.63 0.65
Sweden e 0.31 032 027 035 035 033 031 0.38 039 035 033 039
United Kingdom . . . 380 3.9 3.55 3.87 403 405 370 4.03 424 421 386 424
Total of countries listed . 9.45 994 1026 1119 | 1210 1220 1149 1191 1251  12.58 12,66  13.99
United States . . . 2000 1942 1991 21.39 | 2186 19.87 17.33  11.68 | 20.15 22.59 2222 2278

Sources *+ see Appendix B
Note. — The figures relate to the total production of steel ingots and direct castings, including special alloyed steels, whether for use by the maker or for sale,
Wrought' (puddled) ron is excluded. . o inclucing 4 ) Y
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Table XIII

PRODUCTION OF FERTILIZERS
Thousands of tons

Superphosphates Potash Nitrogen
Country (P20s content) (K20 content) (N content)
1938 1948 1949 1950 1938 1948 1949 1950 1938 1948 1949 1950
Belgium-Luxembourg 38 120 115 . - 7 7 7 94 153 165 166
Czechoslovakia 22 31 . - - - - 24 32 36 ..
France . 192 236 168 167 582 769 896 1,018 177 184 213 236
Germany : western zones 110 64 15 740 720 749 912 367 340 370 442
Italy . 225 125 229 o - - - - 109a 102 120 ..
Netherlands 91 152 170 170 - - - - 99 83 90 153
Norway 6 6 6 . - - - — 84 86 124 159
Poland 366 45 52 .. 108 ¢ - - - 516 54 65 ..
Spain 1944 127 152 170 1214 166 168 175 4 4 6 9
Sweden . 52 78 97 - - - — 8a 21 21 ..
Umited Kingdom 65 211 220 223 - - - - 121 249 257 265
Total of countries listed 1,031 1,262 1,304 1,400 |1,551 1,662 1,820 2,112 |[1,138 1,308 1467 1,700
United States 643 1,472 1,520 1,604 288 1,034 1,014 1,145 240e  905¢ 975  995e
Sources see Appendix B ¢ Pre-war b d , 1938 in post-war d: was mil
a 1938/39 d 1935
b Pre-war boundaries e Twelve months ending 30 June of year stated
Table XIV
PRODUCTION AND CONSUMPTION OF WOOD-PULP
Thousands of tons
« Production Consumption @
Country —- .- - - - e
1938 1948 1949 1950 1938 1948 1949 1950
Austna . . 363 216 290 343 243 201 209 232
Belgium-Luxembourg 70 52 55 75 183 213 211 259
Czechoslovakia 318 260 270 227 222 230
Denmark . 3 1 1 1 53 76 65 67
Finland 2,110 1,675 1,613 1,913 865 817 691 857
France 347 466 485 532 740 710 811 936
Germany . 2,4625 . 2,544 5 ..
of which western zones 1,029 450 700 865 560 950 1,123
Italy 193 203 242 300 460 301 444 503
Netherlands 105 42 73 85 184 201 198 223
Norway 900 816 901 1,018 403 600 610 650
Sweden 3,061 3,003 3,024 3,250 1,086 1,106 1,225 1,300
Switzerland 84 142 128 140 101 212 153 167
United Kingdom . 70 64 80 90 1,794 1,035 1,411 1,659
Other European countries . 323 358 396 463 449 490 538 633
Total Europe (excluding U.SS.R) | 10,409 8,050 8,700 9,900 9,332 7,100 8,300 9,500
United States 5382 11,678 11,029 13,330 6,806 13,600 12,541 15,420

Sources and methods see Appendix B
a Adjustment has been made for change n stocks i so far as known

In some instances, where no data on stock changes for 1950 are avail- b Pre-war boundaries.

able or when stocks were known to have fluctuated, cstimates have
been made on the basis of production of paper
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Table XV

PRODUCTION OF CEMENT
Millions of tons

1949 1950
Country 1938 1948 1949 1950
First Second Third  Fourth First Second  Third  Fourth
quarter quarter quarter quarter quarter quarter quarter quarter
Austria . . 043a 0.72 110 1.29 0.18 0.29 033 0.30 0.24 0.35 039 032
Belgum . .. 2.91 3.33 2.93 3.56 0.58 0.75 0.79 0.81 0.70 0.93 0.96 0.97
Czechoslovakia . . . | 1.274  1.66 1.74 .- 032 050 048 044 .. .. .
Denmark . . 0.64 0.77 0.84 0.87 0.16 0.22 0.22 024 0.18 0.23 0.23 0.23
France . . . .. 3.55 5.38 6.44 721 140 1.71 1.62 172 1.52 1.86 1.92 1.90
Germany . .| 13938 .. .. .. .. .. . . .. .. ..
of which western zones 1145 558 846 10 88 154 216 250 225 178 283 337 293
Soviet Zone 248 . . . . . . .
Italy - . 4.61 3.14 4.04 5.00 070 1.11 1.14 1.09 0.99 1.31 141 1.30
Netherlands . . 046 0.59 0.56 059 012 0.15 0.16 0.14 0.12 0.15 0.16 0.16
Norway . . 033 0.53 059 0.58 0.14 0.16 0.15 014 014 0.15 015 0.14
Poland e . 305¢ 1.82 2.34 253 0.46 063 0.67 0.58 047 0.72 0.70 0.64
Portugal . 027 0.50 052 0.57 0.13 0.13 0.13 013 0.11 0.14 017 0.16
Spain . .. 0.59 1.65 1.69 193 0.38 0.46 0.38 0.48 0.48 0.50 0.49 0.46
Sweden . . 0.99 1.49 1.69 1.94 0.28 045 0.52 0.44 0.35 0.52 0.56 0.51
Turkey . 0.29 0.34 0.37 0.40 0.03 0.11 0.12 0.11 0.07 0.12 0.11 0.10
United ngdom 7.84 8.66 9.36 991 221 241 241 233 2.36 2.52 2.60 243
Other European coun-
tries. . . - 3.49 4.57 5.48 6.35
Total Europe (exclud-
ing US.SR) .| 45 42 49 57 9.9 13.0 13.4 13.0 114 14.8 15.8 14.7
United States 1796 3462 3542 3799 7.47 9.21 9.62 911 7.13 9.79 10.68 10.39
Sources sce Appendix B b Post-war boundanes Production 1n pre-war area, excluding the Saar, was
a 1937. 1526 milhon tons
€ Post-war boundaries. Production in pre-war area was | 72 milion tons.
Table XVI
PRODUCTION OF BUILDING BRICKS
Millions
Country 1938 1948 1949 1950
Austnia . . . . . PN 648 a 372 485 496
Belgum. . . . .. N 2,000 2,580 1,897 1,836
Czechoslovakia . . . 1,128 @ 924 804 .
Denmark . . . . . . ... 426 522 543 565
Finland . . . 144 130 167 180
France . . . . . 1,238 1,293 1,233 1,258
Germany : western zones. . . . 4,5726 2,058 3,541 4,232
Italy o e .. . . 1,025 1,128 1,550
Netherlands . . . PN 1,007 972 1,083 1,190
Poland . . . ... ... .. 3,210¢ 975 1,253 1,541
Sweden. . .. ... .. . 359 351 302 334
United Kingdomd. . .. . .. 7,800 4,600 5,227 5,923
Yugoslavia . . . . . AN 236¢ 865 973
Squnu and methods see Appendix B, € 1937 estimated production in post-war area Production 1n the pre-war
— The size of bricks differs from country to country, and area was 1,847 mullion.
(herel‘ore the figures are not always comparable as between countries. d Excluding Northern Ireland
a 1937, e 1939,

b 1936,
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Table XVIII

TONNAGE OF MERCHANT SHIPS LAUNCHED
Thousands of gross registered tons

Country 1938 1948 1949 1950
Belgium . 30 52 45 66
Denmark . . 158 99 86 125
Fmland . . . . . 20 7 12 10
France . PP . 47 138 155 181
Germany . 481 — . a 155
Italy . RN 94 112 99 107
Netherlands P 240 142 169 228
Norway . . . N 55 47 59 53
Spamn . . . . PP 16 22 15 27
Sweden . R 166 246 323 348
United Kingdom 1,030 1,176 1,267 1,325
Other European countries 27 15 17 23
Total Europe (excluding U S.S R.) 2,350 2,057 2,249 ¢ 2,649
United States . . 201 126 633 437

Sources  Lloyd’s Register of Shipping Statistical Tables, and Annual Summary of Merchant Ships launched
in the World

Note - The figures cover all motor ships and steamers of 100 gross tons and over that were launched n
the year, whether they were completed during the year or were sull under construcuion at the end of the year.
@ Returns not available
b 1939
€ No estimate for Germany has been included in the total.
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Table XIX
STOCK OF COMMERCIAL VEHICLES
End of year Thousands
Country 1938 1948 1949 1950
Austria . 162 a 429a 43.84a 45.1%
Belgium 79.3 115.4 120.4 136.0
Bulgaria 3.1¢ 5.0 59 .-
Czechoslovakia 31.6 .. 62.9 ..
Denmark . . . . 4224 57.1 56.9 60.9
Finland. 20.0 323 33.2 35.2
France . . e e e 453.0 502.3 557.3 600.0
Germany : western zones. 225.7¢ 306.7 3559 397.3
Soviet Zone 138.7 .. 125.0 ..
Greece . . . . . 86¢ 17.0 18.0
Hungary . . 53 10.27 103
Ireland . 1.1 % 22.8 239 ..
Italy . 89.9 199.4 218.1 240.0
Luxembourg 4.4 3.9 4.2 ..
Netherlands’ . 53.0 66.4 73.4 83.4
Norway 353 50.0 49.9
Poland . 8.61 29.0 ..
Portugal /. . 11.1 16.9 17.5
Rumania & 8.1 .. 11.6 ..
Sweden. . . . . 62.2 82.4 80.1 80.7 ¢
Switzerland . 224 32.84 37.44 40.54
Turkey . . . . . 4.9 12.8 13.9 15.7
United Kingdom 4. 541.7 828.1 908.3 956.0
Yugoslavia . . 52 16.6 16.9 ..
Total of countries listed 1,881.5 2,630.0 2,875.0
Sources and methods : see Appendix B.
NoTte. — Lorries, buses, tractor and il are i ; taxis, hired cars, trolley buses,

trailers, farm and road tractors are excluded.

a At 31 October.
b At 30 April.

<€ 1939.

d At 30 September.
€ At 1 July.

f At 1 May.

Pre-war relates to 1937,

£ 1937
h At 1 August ; pre-war relates to 1939.
i Lorries only ; pre-war boundaries.

J Continental Portugal only ; figures exclude light
vans.

k Lorries only.
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Table XX
PRODUCTION OF MOTOR VEHICLES
Thousands
1949 1950
Country 1938 1948 1949 1950 Furst Second Third Fourth First Second Third Fourth
quarter quarter quarter Quarter quarter quarter quarter quarter
PASSENGER CARS

France . . . . . 182.4a 100.1 1877 2573 383 48.2 422 590 52.6 702 595 749
Germany : western zones 174.15 300 1040 216.0 16.1 219 293 36.7 427 49.8 571 666
Italy . . . . ... .. 59.0 444 654 101.3 134 126 16.8 226 21.8 244 250 302
United Kingdom 3410 3348 4123 5225 962 1005 99.5 1161 ] 131.4 1311 1237 1363

Total of countries listed 757 509 769 1,097 164 183 188 234 248 276 265 308

Unmted States . . . 2,001¢ 3,909 5,119 6,666 1,055 1,327 1,576 1,162 1,343 1,751 1,895 1,677

COMMERCIAL VEHICLES

Austna. . . . .. .. 124 09 22 2.6 04 0.5 0.6 0.8 0.8 06 0.6 06
France .. 4509 983 980 1003 27.1 281 212 216 19.7 258 237 311
Germany : western zones 4276 297 57.4 85.5 138 13.5 145 15.8 151 200 248 257
Italy . . . 101 155 20.7 265 44 43 55 65 7.0 70 56 69
United Kingdom 1040 1733 2164 2612 51.7 52.3 510 614 663 67.7 609 663

Total of countries hsted 203 318 395 476 97 99 93 106 109 121 116 131

United States . . . 490¢ 1,376 1,134 1,337 325 294 289 226 295 361 353 328

Sources ses Appendix B
@ October 1937-September 1938
b 1936

¢ It should be noted that in 1937 the production of passenger cars was
3,916 thousand and of commercial vehicles 893 thousand
d 1937,
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Table XXI
NUMBERS OF RAILWAY LOCOMOTIVES
End of year

Country 1938 1948 1949 1950
Austria . . . . . . 2,040 2,164 2,129 2,148
Belgium-Luxembourg 3,734 3,040 2,832 2,8728
Bulgaria 593 . ..
Czechoslovakia 4,122 3,080 3,027 ..
Denmark 597 ¢ 598 ¢ 630 631
Finland 749 800 816 .
France . 18,107 13,939 13,418 13,043
Saar 3304 342 342
Germany 20,381 ¢ .. .. .

of which western zones 16,377 16,230 15,402

Greece . 448 a 238/ 241 250 ¢
Hungary 1,848 ¢ 1,642 4 .. .
Italy . 5,504 5,087 ¢ 5,219 5,2146
Netherlands . 1,060 1,036 969 969
Norway 505 £ 549 551 549
Poland 5,497 1 ) ..
Portugal 424 440 445
Rumania 3,534 Lk ..
Spain . 3,065 ¢ 3,348 3,360
Sweden 1,980 . om .. .
Switzerland 878 878 864 872
Turkey . 911 985 974 9018
United Kingdom » 19,620 20,297 19,870 19,674
Yugoslavia 2,309 2,396 2,474
Total of countries listed 98,236 95,336 93,864 92,750

Sources and methods seec Appendix B
a 1937
b At 30 September
¢ At 31 March
d 1933
¢ Pre-war boundaries, excluding the Saar, 1937
At 31 March 1949

g At 30 June

hALL

February

{ Pre-war boundanes
J 6,874 1n 1947
k 3,048 1n 1946

1 1935

m 2,014 in 1947

n Excluding Northern Ireland
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Table XXII
NUMBER AND CAPACITY OF RAILWAY WAGONS
End of year
WAGONS CAPACITY
Country Thousands Thousand tons
1938 1948 1949 1950 1938 1948 1949
Austria . . . 354a 245 304 313 538a
Belgium-Luxembourg 1159 99.1 100 5 9985 | 2,063 1,980 1,976
Bulgara 10.9 . 169
Czcchoslovakia 98.2a 720 1.605a 1,142
Denmark 121¢ 15.1¢ 157 15.8 174 ¢ 235¢ 241
Finland 243 26.4 27.1 369 415 429
France 5044 4352 4408 4239 | 9,120 8,336 8,716
Saar 1514 113 10.6 2584 220 207
Germany 601 1¢ 10,172 ¢
of which western zones 418 3424 3427

Greece 67a 48/ 49 51¢
Hungary 4108 626 ¢
Italy 1338 10292 1367 136356 | 2,532 19602 2,556
Netherlands 288 24.6 237 246 479 422 416
Norway 114 123 124 123 150 180 185
Poland 1698 4 2,824 4
Portugal 84 9.9 98 111 146 144
Rumania 634 . 956
Spain 77 41 823 817 9841 1,139 1,112
Sweden 4117 509 512 827 921 926
Switzerland 17.6 201 20.7 208 255 307 316
Turkey 148 155 144 1455 231 264 271
United Kingdom J 1,2843 11,1899 11,1219 1,113.7 | 14,958 15108 14,341
Yugoslavia 539 780
Total of countries listed | 3,376.5 2,953 2,932 2,910 50,281 46,013 46,332

Sources and methods see Appendix B

a 1937

b At 30 September.
€ At 31 March

d 1933

€ Pre-war boundaries excluding the Saar, 1937.

£ At 31 March 1949
£ At 30 June
h Pre-war boundanes

11938

J Excluding Northern Ireland
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Table XXII
NUMBERS OF TRACTORS ON FARMS
End of year
TRACTORS HECTARES PER
Country (thousands) TRACTOR
1938 1948 1949 1950 1938 1949
Austria . 1.8a 10.3 129 16.0 1,100 a 150
Belgium 1.4 3.7 53 6.8 750 200
Bulgaria 262 3.3 4.7 5.0 1,600 & 900
Czechoslovakia 5.7¢ 220 27.0 29.2 1,050 < 200
Denmark . 4.0 11.0 16 0 21.7 700 200
Finland . 40 7.5 100 120 650 250
France . . . 30.24 890 1120 135.0 7004 200
Germany : 60.0 750 97.0 138.0 300 150
of which western zones 700 900 126 0 .. 100
Soviet Zone .- 50 70 120 .. 700
Greece . 1.5 2.9 4.0 5.0 1,500 850
Hungary 7.0a 13.3 150 18.0 800 a 400
Ireland . 40 125 148 17.0 300 100
Italy . 38.7 523 590 663 350 250
Netherlands 5.0 120 150 19.0 200 75
Norway. 2.8 6.7 80 10.0 300 100
Poland . 1.5 14.4 15.5 22.0 12,400 1,100
Portugal 1.0 3.0 4.0 5.0 . ..
Rumania . 2.0 11.0 12,5 15.2 6,700 750
Spain. 10.0 15.0 16.0 160 1,600 1,200
Sweden . 20.0 42.0 52.0 60.0 200 75
Switzerland . 8.2 17.0 18.0 195 50 25
Turkey . . . 1.0 3.6 5.6 7.8 7,400 2,650
United ngdom .. 55.0 280.0 305.2 325.0 100 25
Yugoslavia .. 2.3d 6.6 7.2 7.2 3,6004d 1,150
Total of countries listed . 270.2 714.1 836.7 976.7 600 200
Sources sece Appendix B a 1935, c 1936,
b 1934, 4 1939.

Nore — The figures relate to actual territories of the year stated. The
number of tractors 1s related to hectares of arable land
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Table XXIV
PRODUCTION OF AGRICULTURAL TRACTORS
Thousands

Country 1937 1948 1949 1950

Austria . . . . . 0.1 4.1 42 5.7
Czechoslovakia 0.2 9.1 97, 120
France e 1.7a 124 173 142
Germany : western zones 120 765 26.7 57.6
Soviet Zone 4.0 - 0.6 50

Hungary . . . 0.7 L5 34 5.1
Italy . .. 20¢ 34 75 8.0
Poland . . - 1.2 23 37
Rumama . . . . . - 08 22 3.7
Sweden . . 03¢ 39 54 70
Switzerland . . . . 13 29 18 12
United Kingdom 179  117.0 904 1202
Total of countries listed 40.2 1639 1715 2434

Sources see Appendix B.
a 1938 b UK /US Zone.

€ 1934-1938
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Table

PRODUCTION IN EASTERN
Index numbers

GERMANY :
Industry BULGARIA CZECHOSLOVAKIA SOVIET ZONE HUNGARY
lining . Hard coal 111 | Mining i Hard coal 93 | Hard coal mn
Mining Ligaite 131 | Hard wg‘lmdus"y l,%z :.nxmte Ilg? Lignite 109
ron ore
Lignte 1041 Copper ore 118
Electric power . . 121 m . 118
tals . Metallurgy . . Pig-tron 135 | Iron and steel . 118
Mera ctallurgy 109 Crude steel 165 | Castings . . C. 14
Rolled steel products 219 | Rolled stecl bars . . . 108
Electrolytic copper 138 | Rolled steel shapes . 121
Rolled non-ferrous metal Alumina and aluminum 116
products 109
E ir;r:in Tractor ploughs . 359 i in- Railway wagons 140 | Locomotives 113
e/ 8 Tractor disc harrows 317 Hedav{ engineering in 127 Railway carnages 163 | Railway wagons 82
Tractor sowing machines 192 ustry .. Motor lorries 271 | Railway carriages 178
ThreshlnuhmacMnes 245 | Motor vehicles and Motor cars 204 | Motor lorries ;6[
Combine harvesters 526 i Maotor cycles 226 | Motor buses 47
Power equipment 155 | p oot plane industry 112} Foer s 156 | Motor cycles 126
Electnc motors 143 | Precision engineering Tractors 22 H P 612 | Bicycles 114
Internal-combustion en- a1y mdustry . . . . . 120 | Tractors 40 H P, 602 | Tractors S ;
gines Electric motors over Tractor cultivators
Food-processing machi- ng;ral engineering 127 10 kW 132 | Duesel engines 167
nery 102 industry .o Ball bearings 160 | Electric rotating machi-
Electnic bulbs 202 | Sewing machines . . . 125 nery . 149
Motor cycles 107 Electric pumps 119
Radio sets . 110 Lathes . . 196
Electric bulbs 153 Radio sets 143
Telephone apparatus 132
Sewing machines 148
Chemicals, etc. . | Soap . 1s i i Sulphuric acid . 115 | Artificial fertilizers 142
’ Motor car tyres 159 Chemical industry 105 Caustic soda 115 | Machine lubncaung oil 173
Calcinated soda 110 | Soap .ot
Phosphorous fertilizers 120 | Mutches 120
Motor car tyres . 155 | Motor car tyres 147
Textiles and (‘Iolhmg . Cotton textiles 127 | Textile and c[othing Artificial silk 122 | Cotton yarn 115
Woollen textiles . 137 indust, 109 Textile products 144 | Cotton textiles 108
Silk textiles 146 y . All footwear 131 | Woollen yarn 141
Cotton knitwear 119 | Leather and rubber Leather footwear 132 | Woollen textiles 12
Stockings . 120 idustry 99 Silk yarn 103
Leather and rubber foot- Working clothes 120 Silk textiles 17
wear . ... .. 327 | Men's clothing 135 Hemp and flax yarn 138
), Jute yarn 112
Women's clothing 141 Ments clothes 24
Women's clothes 333
Leather shoes 147
Paper and printing Paper . 1S | Paper industry 107 | Paper 116
Printing industry . 124 | Cellulose 134
Food, drink and tobacco Meat . 112 | Food, drnink and Flour 113 | Sugar 125
Butter 228 tobacco industry 125 Meat 179 | Sweets 190
Cheese 108 y Vegetable oils 189 | Sausage products 195
Gruyere-type cheese 120 | Brea . 131 Margarine 173 | Spints 66
Tobacco . 11 ;m‘r’"‘ mlk H Beer 165
Fruit and vegetable pro- Cigarettes 8
ducts . 124
Alcohol 123
Beer 1
Cigarettes 120
Building materials, etc. Cement 122 | Bullding materials Cement 118 | Cement 144
' Bricks, ete B8 | 10g | Window glass 112 | Plate glass 112
Window glass 103 Lime 138
Glass industry 115 Bricks 206
Refractory bricks 138
Building Industrial bullding 150 | Total building in- Total building in-
dustry: . .. 137 dustry. . ..
Industrial building 172
Living space of new
Iwellings . .17
Number of new
dweling umts . . 130

Sources . See Appendix B,
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XXV
EUROPE AND IN THE US.S.R. IN 1950
1949 = 100
POLAND RUMANIA YUGOSLAVIA USS.R. Industry
El:‘ﬂ“:oll :g; }-hrd coal and hignite . :;g Production and g.r: con|l nlnd hgnite ”l3 Mining
1§ ron ore rude petroleum
Iron ore . 113 | Crude petroleum 114 processing ofcoal . 106 Natural gas 107
Crude petroleum 107 | Methan gas 124 | Crude petroleum 138
Rock salt 103
17 nr 12 16 | Electric power
Pigetron 109 | Prg-ron 122 | Ferrous metals 105 | Pigaron 117 | Metals
Crude steel 109 | Crude steel 122 | Non-ferrous metals 112 | Crude steel 1
%olled steel products :ll); Rolled steel products m Rolled steel products 116
nc . Railway rails m
Refined lead 125 Iron pipes 116
Copper 110
Zine m
Lead 124
Locomotives 106 | Internal combustion en- .glalpbulldmg 107 | Mamlinclocomouves(clec) 124 | Engineering
Railway wagons 102 gines. 208 . . Main line goods wagons 117
Motor lorries ?(7:3 Electric rotating machi- 20 Electrical engineering 113 | Motor lorries 130 USSR (continued)
Motor cycles nery Motor cars 141
Bicycles 109 | Transformers 123 Motor buses 113 Electric motors.
Tractors 160 | Tractors 169 Motor cycles 134 up to 100 kW 120
Electric switch apparatus Cement mixers 392 Bicycles 131 above 100 kW 120
and equipment 186 | Machine tools 958 Tractory 123 Metal-working machine
Metal- and wood-working Electric bulbs 115 Combine harvesters 159 tools 12
& r:lnchm“e tools (intons) :?]: Radio sets . . .28 ;uclor plo:g::lh :g; ;v:llmg:; looms :gg
adio sef ractor sced dri all bearings
Tractor cultivators 167 Radio sets 122
Excavators 128 Gramophones 108
Steam turbines 190 Sewing machines 122
Automatic cranes 12 Clocks and watches 127
Automatic loaders . , 182 Cameras 156
Metallurgical equipment 112 Electnc bulbs 128
Caustic soda . . 115 | Caustic soda 107 | Chemical indust; 109 | Caustic soda 115 | Chenucals, etc.
Calcinated soda 108 | Sulphuric acid 138 i oda 1 !
Nitrate and ammonium Aruficial fertilizers 129 Muncral fertilizers 119
nitrate 111 | Soap 136 p 1
Sulphurnic acid 103 | Motor car tyres 122 Synthetic rubber 118
ap 132 | Synthetic dyes 146 Motor car tyres 130
Matches 108 Synthetic dyes 109
Cotton textiles 107 | Cotton textiles 140 | Textile industry 96 | Cotton yarn 116 | Textiles and clothing
Woollen textiles 113 | Woollen textiles 127 Cotton textiles 108
Silk textiles 120 | Hemp and flax textiles 190 Limnen textiles 125
Flax and hemp textiles 127 | Leather footwear 128 Woollen textiles 103
Artificial sikk 111 | Rubber footwear 128 Silk textiles 123
Leather footwear 17 Hostery 126
- Leather footwear 124
Rubber footwear s
per 110 | Paper 112 | Paper industry 99 | Paper 120 | Paper and printing
Cellulose 105 Printing ndustry 110
Flour 117 | Flour 142 | Food processing 1n- Meat 135 | Food, drink and tobacco
Sugar 128 | Bread 125 dust Sausage products 140
Sweets 144 | Meat 109 ry Vegetable oils 14
Wines . 157 | Preserved meat 211 | Tobacco industry 92 | Butter 107
r 141 | Vegetable oils 130 Cheese 129
Cigarettes 119 ik 122 Sugar 123
Butter l;g Tinned goods 13
Cheese 1 Tea 122
Sweets 127 Alcohol 106
Jam 141 Wines 177
Beer 14 Champagnes 138
Tobacco 109 Beer 133
Cigarettes 116
Cement 108 | Cement 117 | Building materials in- Cement 126 | Building materials, etc.
Window glass . 115 | Refractory bricks L7 dustry 109 | Window glass 106
Bricks . 123 Bricks 124
Lime 1ny Roofing slate 121
Roofing felt 118
Pre-fabricated houses 1e
Sorlllmd building en- Total building 1n- Total building 1n- Dwellings 18 | Bulding
erprises .
Value of output . . 180 dustry . <. 160 dustry 95
Employment 150
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Table XXVI

GROSS AND NET NATIONAL INCOME AND INDIRECT TAXES NET OF SUBSIDIES
Billions of national currency units in current prices

GRoss NATIONAL INCOME AT

NET NATIONAL INCOME AT

INDIRECT TAXES,

Country Factor Costs Facror Costs NET OF SUBSIDIES

1948 1949 1950 1948 1949 1950 1948 1949 1950
Austria. . . ... ... 28.2 343 37.6 258 317 344 1.8 25 3.6
Belgum . . . . 279 280 300 251 252 270 243 244 19a
Czechoslovakia . 230 280 .. 213 260 .. 40.7 .. ..
Denmark. . . . ... .. 173 18.3 20.8 159 16.8 19.1 1.17 1.31 1.56
Finland 341 361 464 306 320 415 54 63 67
France. . . . .. 5,940 7,090 7,930 5,290 6,420 7,280 489 970 1,140
Germany . western zones . 6645 712 761 60005 644 69.6 6.4b 106 11.1¢
Greece. . . . . 15200 20,000 21,800 14,500 19,100 20,800 1,590a4d .
Ireland 0334 0351 0362 0326 0.342 0.353 0.032 0.036 0038
Italy. . . ... ... 6,550 6,650 7,110 5,940 6,090 6,550 677 792 902
Netherfands . . . . . . 14.7 16.0 17.5 129 14.2 15.5 1.35 1.75 2.10
Norway . . . ... .. 9.56 10.3 11.1 914 967 103 0.756 0.804 0.926
Poland. . . . 2,200 2,330 3,140 1,980 2,200 2,960 . 227a
Spain . . . 114 120 163 109 114 155 78a 83a 94a
Sweden 242 253 269 222 232 247 1.83 188 173
Switzerland . 19.1 184 188 17.7 170 174 0762 0820
Turkey . . . ... ... 7.53 753 768 7.24 724 738 0.656 0.761a ..
United Kingdom . . . . 10.1 109 114 92 9.9 104 1.47 148 1.60
United States . . . . . . 241 236 257 224 217 236 18 20 23

Sources and methods see Appendix B

a Budget forecasts
b Second half of 1948 at yearly rate.

¢ First half of 1950 at yearly rate

d 1949/50.
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Table XXVIII

THE COMMODITY COMPOSITION OF EUROPE’S IMPORTS FROM THE UNITED STATES
Millions of dollars in current prices, f.0.b.

1949 1950
Commodity group 1949 1950
First Second  Third  Fourth First Second  Thrd  Fourth
quarter quarter quarter quarter quarter quarter quarter quarter
Grain and cereals R 282 252 207 171 150 104 87 117 912 458
Fruit and nuts . 29 17 11 13 15 11 9 N 70 40
Meat and meat products . 4 6 6 4 3 3 4 5 20 15
Dairy products . . . . 19 31 16 7 4 6 2 6 73 18
Animal, vegetable fats and oilsa st 93 34 39 50 29 26 53 217 158
Tobacco and manufactures . 35 32 77 63 21 29 73 80 207 203
Coal and related products . . . 33 41 9 2 1 2 — 5 85 8
Mineral o1l and products . 58 47 30 26 29 28 21 26 161 104
Steel mull products . . . . 38 54 50 21 26 29 24 22 163 101
Copper and manufactures 17 16 8 14 17 14 11 19 55 61
All other metals and manufactures 28 30 20 17 15 16 13 8 95 52
Wood and paper . 11 13 10 9 7 8 8 12 43 35
Raw cotton . 178 196 76 199 165 185 1 136 649 561
All other textiles, fibres, and
manufactures . 24 34 20 16 19 24 16 25 94 84
Hides, skins and leather
manufactures N 16 10 i0 8 9 3 ] 6 44 26
Rubber manufactures . 9 7 6 6 4 5 3 4 28 16
Machmery . . . . .. 117 135 132 136 119 133 17 124 520 493
Vehicles . . .. .. . 66 72 50 64 74 54 37 27 252 192
Chemucals and products 57 56 43 41 38 38 37 37 197 150
All other items 9 61 50 54 46 61 38 56 244 201
Total 1,151 1,203 865 910 812 785 606 773 4,129 2,976

" cgnurcn The figures have been derived from United States Exports of Domestic and Foreign Merchandise, Series No, F T 420, United States Department
of mmerce.

Nore — Data subsequent to June 1950 exclude goods in “special categones ™ which are not reported by destination in United States trade staustics,
@ Including ouseeds
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Table XXIX

1948 1949 i 1950

Fist  Second Third Fourth | Fit Second Third Fourth | Fist Second Third

quarter quarter quarter quarter | quarter quarter quarter Quarter | quarter quarter quarter
Food . . . 32 29 27 38 30 22 21 33 36 34 44
Beverages 13 13 13 19 12 14 12 21 13 15 24
Tobacco and manufactures 12 14 13 12 11 1 12 10 12 11 12
Metals and manufactures 22 27 44 57 71 44 38 33 30 51 72
Wood, cork, paper and manufactures 47 39 32 25 23 18 18 29 29 23 24
Textiles and manufactures 46 4 47 45 40 26 32 48 55 51 64
Leathers, fur and manufactures 16 22 21 16 12 15 17 1 17 15 24
Machinery 7 8 6 9 8 5 7 6 5 7 7
Vehicles and parts 6 9 10 11 6 3 2 4 4 6 8
Chemicals and related products 8 8 9 8 8 6 5 9 11 14 17
Clocks and watches 14 14 15 17 12 12 13 14 10 11 15
Precious stones and metals, jewellery, etc. 16 17 19 15 10 11 12 13 14 12 19
Art works and antiques 4 3 4 4 4 3 4 7 8 4 8
All other 1tems 24 27 30 3t 26 20 28 28 28 29 42
Total 267 274 290 307 273 210 221 266 272 283 380

Fourth
quarter

57

Sources  The figures have been taken from United States Imports of Merchandise for Consumption, Series No F T 120, United States Department of Commerce
a Exports of the USSR to the United States are included
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Table
BALANCE OF PAYMENTS OF EUROPE AND
Mullions of
EUROPEAN CURRENCY AREA
Europe

Item Year Other Overseas Dependent Total

United European Total sterling areaa teovctolmb cuﬁ‘;’;’w:;'ca

i Titories
Kingdom countries Europe cy

A. Goods and services (total) 1948 — 298 —3,381 —3,679 — 448 - 97 —4,224
1949 - 309 —2,857 —3,166 - 38 — 137 —3,686
1950 + 13 -1,722 -1,709 + 385 + 52 -1,212
Merchandise trade balance 1948 - 258 3285 —3,543 - 276 - 67 —3,886
1949 —~ 408 ~2,868 -3273 - 2 - 91 ~3,586
1950 - 176 -1,924 -2,100 + 534 + 1 —1,493
Exports 1o the United States 1948 403 1,009 1,412 1,037 318 2,767
1949 320 853 1,173 383 338 2,391
1950 345 1,150 1,495 1,265 303 3,063
Imports from the United States 1948 661 4,294 4,958 1313 388 6,653
1949 728 3721 4,446 1,108 426 3917
950 s21 3,074 3,598 31 230 4,556
Services (net) 1948 - 40 - 9% - 136 - m - 30 - 338
1949 + 9 + 11 + 107 — 161 ~ 46 ~ 100
1950 + 189 + 202 + 391 - 149 ~ 2 + 221
B. Private donations and capital 1948 + 42 + 694 + 736 + % + 15 + 845
movements (total) 1949 + 18 + 244 + 262 + 95 + 1 + 368
1950 + 70 + 139 + 209 + 89 + 1 + 309
Private donations 1948 + 40 + 389 + 429 + 20 + 2 + 451
1949 + R + 383 + 388 + 14 — + 399
1950 + 27 + 285 + 312 + 16 + 1 + 329
Private United States capital 1948 + 26 + 96 + 122 + 65 + 14 + 201
1949 + 5 - 101 - 4 + 8 + 11 + 49
1950 + 129 + 144 + 2 + 76 + 1 + 360
Foreign long-term capital 4 1948 - 24 + 209 + 185 + 9 - 1 + 193
1949 - 7 - 8 - 79 - 1 —_ - 80
1950 ~ 86 - 2% —~ 376 - 3 - 1 —~ 380
C. Surplus or deficit on goods and 1948 - 256 —2,687 —-2,943 — 354 - 82 -3,379
services, private donations and 1949 - 291 —2,613 —2,904 — 288 - 126 -3,318
capital movements (A + B) 1950 + 8 —1,583 —1,500 + 474 + 63 — 963
D. Official financing (total) 1948 +1,481 +3,200 +4,681 + 541 - 1 +5,215
1949 +1,548 3,409 +4,957 + 153 + 16 +5,126
1950 ~ 285 +2,184 +1,899 - 15 - 39 +1,845
United States Government grants 1948 + 475 +2,669 +3,144 - 4 — +3,140
1949 + 981 +3,183 +4,164 + 1 — +4,165
1950 + 660 +2,606 +3,266 + 4 — +3,270
United States Government credits 1948 + 494 + 483 + m + 1 - 2 + 976
1949 + 67 + 493 + 560 + 1 + 1 + 362
1950 - 19 + 149 + 130 - 4 + 4 + 130
Foreign short-term balances in the 1948 ~ 228 - 140 — 368 + 27 + - 3
United States € 1949 + 54 - 4 + s — 4 + 36 - 3
1950 + 94 - 247 - 153 - 27 - 36 - 216
Monetary gold movements ¢ 1948 + 740 + 188 + 928 + 817 - 14 +1431
1949 + 446 ~- 218 + 228 + 195 - 21 402
1950 ~1,0; — 324 ~1,344 + 12 - 1 —1,339
E. Errors, omissions and mulu- 1948 -1,225 " - 513 ~1,738 - 187 + 8 —1,836
lateral settlements / 1949 —1,257 — 796 —2,053 + 135 + 110 —1,808
1950 + 202 — 601 - 399 — 459 - 24 — 882

Sources  Denved from Survey of Current Business, Umited States

tions affecting certain items 1n the table (the inclusion and exclusion of

Department of Commerce, June 1950, and from data for 1950 furnished
directly by the Balance of Payments Division, United States Department
of Commerce.

Note — The signs are reversed as compared with the onginal source
in order to present the data from the standpoint of Europe and other areas
specified rather than from that of the Unsted States For umportant qualifica-

“special category” exports and transactions under the Mutual Defense
Assistance Program), sce Appendix B

a Including the dependent overseas territories of the United Kingdom
b the overseas of the United Kingdom and

Spain
¢ Including the dependent overseas territories of Span.



XXXI

- 195 —

OTHER AREAS WITH THE UNITED STATES

current dollars

Latin-American All other International TotAL

Canada republics areas ¢ institutions ‘WORLD Year Ttem
— 441 1,173 — 863 - 35 —6,736 1948 A. Goods and services (total)
— 549 — 657 -1,317 - 32 —6,241 1949
- 21 -2 — 358 - 3 -2,209 1950

- 326 - 518 - 857 - 1 —5,594 1948 Merchandise trade balance

-~ 363 - 20 ~1,069 + 27 -5193 1949

- 59 + 368 - 28 + 20 ~1,392 1950

1,612 ,644 795 15 7,833 1948 Exports to the Unuted States

1,567 2,503 653 30 7,144 1949

1,948 3,084 11 21 9,287 1950

1,938 3,162 1,652 2 13,427 1948 Imports from the United States

1,930 2,708 1,722 3 12,337 1949

2,007 2,716 1,39 1 10,679 1950

- 11s —~ 658 - 6 - 28 ~1,142 1948 Services (net)

- 186 — 488 — 248 - 59 ~1,048 1949

- 212 ~ 639 - 130 - 57 - 817 1950
+ m 344 + 327 + 6 +1,699 1948 B. Pnivate donations and capital
+ 128 + 3717 + 217 — 65 +1,025 1949 movements (total)
- 34 + 163 + 196 — 106 + 528 1950

+ 4 + 24 + 168 + 5 + 652 1948 Private donations

+ 10 + 16 + 88 + 2 + 518 1949

- 2 + 10 + 92 + 10 + 439 1950

+ 197 + 330 + 141 + 8 + 877 1948 Private United States capital

+ 8t + 365 + 122 + 19 + 636 1949

+ 453 + 185 + 91 + 1 +1,090 1950

- 24 - 10 + 18 - 1 + 170 1948 Foreign long-term capital 4

+ 37 - 4 + 1 - 86 - 126 1949

— 485 - + 13 - 17 —1,001 1950
— 264 — 829 — 536 - 29 —5,037 1948 C. Surplus or deficit on goods and
— 421 — 280 —1,100 - 9 —5,216 1949 services, private donations and
- 305 — 108 - 162 — 143 —1,681 1950 capital movements (A + B)
— 437 + 50 + 733 488 +6,049 1948 D. Official financing (total)
- 59 - 213 +1,145 + 253 +6,192 1949
- 123 - + 176 57 +1,681 1950

+ S 17 + 883 + 116 +4,161 1948 United States Government grants

+ 10 + 3 + 994 + 104 +5,304 1949

+ 6 4 2 + 740 + 9 +4,133 1950

—_ - 8 - 19 + 3 + 907 1948 United States Government credits

+ 1 + 39 + 21 + 20 + 643 1949

+ 1 - 2 + 10 + 20 + 159 1950

—~ 365 - 9 - + 368 ~ 549 1948 Foreign short-term balances i the

— 80 - 212 + 186 + 190 + 8t 1949 United States ¢

- 3 —~ 136 ~ 489 + 4 ~ 868 1950

- N + 179 - 4 + 1 +1,530 1948 Monetary gold movements ¢

+ 10 - 11 11 - 6l 164 1949

- 9 - 162 - 85 - 58 ~1,743 1950
+ 1701 + 779 — 197 — 459 -1,012 1948 E. Errors, omissions and multi-
+ 480 + 553 — 45 — 156 - 97 1949 lateral settlements /
+ 428 + 382 - 14 + 86 - 1950

d Official and private
e A plus sign indicates a withdrawal of funds from foreign dollar balances
n the United States or the sale of gold to the United States, and a minus
sign indicates the acquisition of such assets
f A minus figure in these rows represents an cxcess of (a) estimated dollar
funds obtaied from the United States (including receipts through drawings

on dollar balances and sale of gold) over (b) the esumated amounts required
for payments of all types to the United States The difference indicates the
net cffect of (a) errors and omissions, and (b) dollar transfers to other areas
The final figures in this item under “ total world ” indicate the net effect
of all errors and omussions in the global balance of payments of the United

States.
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APPENDIX B

NOTES ON SOURCES AND METHODS

I. GENERAL REMARKS

The statistics shown in the Economic Survey of Europe are to be regarded in the first place as background material for
economic analysis given 1n the various chapters They are therefore somewhat different in nature from statistics normally
published 1n statistical yearbooks and other publications of a purely statistical nature. First, when no official figures are
available, 1t 1s often preferable to have an estimate rather than no figure at all  Consequently, estimated figures are sometimes
shown 1n the various tables which have a wider margin of error than 1s usually allowed in statistical publications. In the
second place, the available national statistics have, for the sake of comparability as between countries, often been adjusted to
more umiform defimtions. For this reason, the figures shown differ in many nstances from those given 1n national publications,
or other publications of the United Nations and 1ts specialized agencies  The most important differences are explained in detail
in the following notes. Finally, the methods of compilation have been chosen with a view to the special use for which the data
are intended. This does not necessarily mean that for other purposes other methods might not have been preferable.

In many instances, figures differ from those published 1n last year's SURVEY. The most important revisions are commented
upon 1n the following sections. In a number of other cases, the revisions made are of only minor importance, and are due
largely to changes 1n national statistics. No explanations are given below of this second kind of revision.

Where a table gives totals for a number of countries, these totals always refer to the same group of countries for each
period shown. In cases where figures for a given country are not available for one or more periods, estimates of these missing
figures are included 1n the totals. Totals labelled “ European totals ” always include estimates for those countries for which
no data are available. Details of the most important estimates are given below

Slight discrepancies between constituent items and the totals shown in the tables are due to rounding

The tables include information received up to 20 April 1951, In general, the most recent figures are to be regarded as
provisicnal, and subject to revision.

1. INDEX NUMBERS OF INDUSTRIAL PRODUCTION (TABLES 9, 19, 21, I, II AND IID)

1. GENERAL

The index numbers of industrial production, both for total output and for individual industries, have generally been
derived from the official and semu-official sources listed below. In a few cases, the indices have been obtained from private
publications  In many instances, however, the original index numbers were adjusted to obtain a coverage more comparable
as between countries, and 1in numerous cases the base year was shifted from the original base to 1938 for the annual index
numbers, and to 1948 for the quarterly indices.

In spite of these adjustments, however, full comparability as between countries has not been obtained. The following
discrepancies should be mentioned in particular :

Pre-war and Post-war Weights

‘While most European countries still calculate their production indices on the basis of pre-war weights, a few countries have
revised their weighting systems and are now using post-war weights. In these cases (Czechoslovakia, Denmark, Finland, Luxem-
bourg, Norway, Sweden and the United Kingdom), the new index numbers have been adopted for the post-war period. However,
the link to 1938 1s generally available on the basis of pre-war weights only, except 1n the case of the United Kingdom, for
which the level of output in 1946 (the post-war base year) in relation to 1938 1s available according to both pre-war and post-war
weights. For this reason, the link between 1938 and the post-war years used 1s, 1n all cases (including the United Kingdom),
based on pre-war weights. Owing to a general tendency for changes in relative costs between pre-war and post-war to be
negatively correlated with changes 1n relative output, the use of post-war weights for all countries would considerably lower
the European total 1n relation to 1938. The use of post-war weights for the United Kingdom alone would lower the European
index by 2 points in the post-war period.
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Indices of Net and Gross Output

Although the most common method of computing production index numbers 1s that of weighting indices of physical
output for individual commodities according to their net production value 1n the base year, the countries of eastern Europe,
except Czechoslovakia, calculate their index numbers by evaluating current output at fixed prices. Such index numbers
therefore relate to gross rather than net output. Both methods would yield simular results if the second were limited to final
production, but little 1s known as to details of the procedure used in eastern countries. To the extent that the prices at which
current output 1s valued are changed at the beginning of a new plan period, the index numbers calculated by the second method
are not comparable with those obtained by the first method, which are computed by the use of consta.t weights.

Adjustment for a Variable Number of Working-days in each Month and for Seasonal Fluctuations

Although index numbers adjusted to the same number of working-days in each month have been used wherever available,
unadjusted indices had to be used for certain countries (Finland, Greece, Ireland, Italy, Poland, Portugal, Saar, Spain and
Turkey) 1n the absence of any adjusted series. However, 1t may be estimated that, were adjusted indices available and employed
for all the countries, the European total would be unltkely to be altered by more than 1 point since only quarterly indices are
shown 1n the tables and variations 1n the number of working days per quarter are relatively small.

As regards seasonal variations, none of the index numbers for European countries appear to be completely adjusted 1n
that respect, although 1n the case of certain countries (¢.g. Belgium ; Sweden up to 1948) partial adjustments are appled.
Essentially, however, the indices shown should be considered as unadjusted for seasonal fluctuations.

Pre-war and Post-war Territory

In general, no account has been taken of shifts in territory as between pre-war and post-war periods, except for Poland,
where the change involves a region which 1s important from an industrial point of view. Since the official index numbers for
Poland relate post-war production in the post-war territory to pre-war production in the pre-war territory, an adjustment has
been made 1n calculating the European totals as a result of which the latter refer to constant (post-war) ternitories for both
pre-war and post-war years.

Alternative Indices for Countries of Eastern Europe

Apart from the lack of comparability between index numbers for western and eastern European countries, which is due
to different methods of computation, as noted above, another difficulty arises from the fact that for several countries of eastern
Europe the official index numbers of industrial production relating to the earlier post-war years have recently been replaced by new
indices which show considerable differences as regards both the course and level of output. While 1n all cases the index numbers
of general industrial production used 1n Table 9 have been taken from the most recent sources, the discrepancies between the
old and the new index numbers are such that they cannot be left unmentioned. These discrepancics are described 1n the
following notes.

Czechoslovakia The index number currently published 1s based on 1948, covers 298 commodities and is weighted by net
values. A recent article in Statistickyj Obzor indicates that the coverage of the index 1s being gradually increased
although the number of commodities considered 1s the same when comparing two corresponding periods of suc ve
years The new index shows the production level 1n 1949 as exceeding the 1948 level by 15 8 per cent, whereas
according to the old index (which was calculated with 1937 weights on the base 1937 = 100 and included 91 commo-
dities) the increase from 1948 to 1949 was only 8 per cent.

Hungary The annual index numbers which have been included in Table 9 have been taken from several official publications
Iisted in the notes below. However, the index for 1949 to which the index for 1950 has been linked, 1s subject to
some doubt, on account of a statement by Minister Gerd reported 1n Szabad Nép, 10 December 1949. According
to this statement, the level of production had at that time already reached 140 per cent of pre-war, 1n comparison
with a planned level of 127 (1938 = 100). The annual index for 1949 1s 153 (1938 = 100). For the figure 140 (which
presumably relates either to a period covering less than 12, say, or 10 to 11, months of the year 1949, or even to a
single month late 1n that year) to be consistent with the annual index of 153, production must have risen so sharply
at the end of 1949 as to suggest that some revision has taken place.

Poland . The most recent index number of gross production which 1s based on the year 1937 = 100 shows an increase from 105.8
to 1457, or 38 per cent, from 1947 to 1948. The index of net production, formerly published by the Polish Institute
for Economic Research which was based on the year 1938 = 100, gave the level of output in 1947 and 1948 as 104
and 134 respectively —an increase of 29 per cent.
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2. SOURCES OF GENERAL INDEX NUMBERs (TABLE 9)

The general index numbers cover manufacturing, mining, and gas, water and electricity supply, but exclude building. The
following table describes the coverage of the general index numbers shown in Table 9 and includes industries which have been
added by the Research and Planning Davision.

Table A
COVERAGE OF THE GENERAL INDEX NUMBERS OF INDUSTRIAL PRODUCTION
Country Food Wood- Clothing Printing Engineer-  cpemicals m?r:sgc- Mining Gas  Water Electri-
working n turing cty
Austria o o o o o o
Belgium o 0('47-'49) o o o o
Bulgaria o ) [ o o o o
Czechoslovakia o o o ) [ o o o o 4
Denmark o o o ] o o o a aq aq
Finland o o o [ o o o [ o o o
France a a a [ o o o o o o
Saar o o
Germany
western zones o [ o o [ o [ o o
West Berlin . . o o o o o a a
Soviet Zone . .
Greece. . o [ o o o o aq o
Hungary o o o o o o o o o o
Ireland ) o ) o o o o o a a aq
Ttaly o o o o o o o o o
Luxembourg o ] o o [ o o o o o o
Netherlands o o o 0(’47-°49) o o o o o
Norway o o o o o o o aq
Poland .
Portugal o o [ o o o
Rumania .
Spain o o o o o o o
Sweden o o o o o o o ) a ('47-'48) aq
Turkey o o o o o
United Kingdom o o o o o o o o o o o
Notf. — The following signs are used = information 1s lacking as to whether the industry 1s or 1s not included
o = covered in ongmal index Blanks indicate that an industry 1s not included
a8 « added to onginal index 10 annual figures Whenever a year 1s shown, it indicates that the original indices refer to that
aq = added to original index in quarterly as well as in annual figures year only.

The following notes describe the sources and major adjustments made to the index numbers for each country *

Austria . Monatsberichte des Osterreichischen Institutes fir Wirtschaftsforschung.
The original base (1937) of the index has been maintained. The index number for 1947 has been obtained by comparing
the level of industrial production 1n 1948 and in 1947 by three separate calculations : (a) a direct computation based on
individual branches of production combined according to the weighting system used 1n constructing the current indices ,
(b) the index formerly published in Monatsberichte ; and (c) the index computed by the U S. Commissioner in Austria.
The figure shown for 1947 1s an average of the thrce methods of calculation, the results of which are closely similar

Belgium * Bulletin de I'Institut de recherches économiques et sociales, Université catholique de Louvain.
Original base 1936-1938.



Bulgaria :
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(1) Bulletin mensuel de la Direction générale de la statistique; (2) Bulgarian Bulletin, London Office of the Bulgarian
Telegraph Agency.

The index numbers for 1947 and 1948 (original base 1939) have been derived from (1). The 1949 and 1950 index numbers
have been estimated on the basis of the statements on plan fulfilment given 1n (2).

Czechoslovakia : (1) Statistick§y Zpravodaj ; (2) Hospodd¥, (3) Czech Economic Bulletin

The index for the year 1948 has been taken from (3). The index for 1947 has been obtained by linking the old index
published in (1) to the 1948 index. The annual index numbers for 1949 and 1950 have been derived from the statements
on plan fulfilment shown 1n (2). The quarterly index numbers for 1949 given 1n (2), which have been assumed to be
based on the corresponding quarter of 1948 = 100, were shifted to average 1948 = 100 by means of the old quarterly
index numbers for 1948 compared with the old 1948 average published in (1). For 1950, the quarterly indices have
been obtained from plan fulfilment statements given in (2) for the first half-year and for the third quarter. The index
for the fourth quarter has been calculated as a residual.

Denmark :  Statistiske Efterretninger

Finland

France *

Saar

Original base 1935. The annual index t for fe 1ng 1 1947, 1948 and 1949 are the final (comparable)
indices shown in Industriel Produktionsstatstik. Electricity and gas production have been added to the index calculated
by the Danish Statistical Bureau. Relative ghts (1938) : facturing 90.6, gas 2 9, electricity 6.5. The resulting

index, shifted to a 1947 base, has been combined with an index of higmte production. Relative weights . lignite 3,
manufacturing and public utilities 107. The index numbers thus obtained were then shifted to 1938 = 100. The quar-
terly indices shown have been derived by combining the original index numbers, recalculated on a 1947 base, for manu-
facturing (100.0), electricity (5.5) and gas (1.6). The resulting indices were then shifted to the base 1948 = 100

(1) Tilastokatsauksia, (2) Economic Review, Kansallis Osake Pankki, Helsinki.
The annual index numbers and the quarterly indices for 1950 have been taken from (1). Those for 1949 have been
calculated by linking the indices for 1949 and 1950, shown by the revised indices of (2), to the quarterly data for 1950
given 1 (1).

Bulletin de la Statistique générale de la France
The annual index numbers include the clothing, wood-working and food industries.

An index has been calculated by the R h and PI Division on the basis of production data 1n physical terms
published 1n Saarlandische Bevélkerungs- und Wirtschaftszahlen covering coal, coke, pig-iron, steel and rolled steel.
The weights used to combine the series are based on the relative net value per ton, as known for France in 1938.

Germany .

Western zones (1) Wirtschaft und Stanstik ; (2) Bulleti) istie Cc dement en chef frangais en Allemagne.

Original base 1936 The old index numbers for 1947 and 1948 for the U K./U.S. Zone and for the French Zone,
combined by means of the net values shown in Economic Data on Potsdam Germany, Office of Military Government
for Germany (U S.), have been linked to the index for the western zones for 1949 and 1950 given 1n (1).

West Berlin (1) Wochenbericht des deutschen Institutes fur Wirtschaftsforschung, (2) Jahresbericht des Magistrats,

Berhn 1949
The index shown 1n (1) excludes public utilities and the food industry. The level of the index has been adjusted so as

to include these activities on the basis of data shown 1n an article in the same publication (No. 45, 1950). The original
base (1936) has been shifted to 1938.

Soviet Zone  Die Wirtschaft, Berlin.

Greece

Hungary

The 1950 index has been derived from the plan fulfilment report for that year.

Monthly Indicators of Industrial Production in Greece, Federation of Greek Industries, Athens.
Origmal base 1939. The index numbers for ore mining, lignite and manufacturing have been combined. Relative
weights 49.2 and 949.

(1) Statisztikai Szemle, January-June 1948 ; (2) Statisztikai Szemle, January-February 1950, p. 75 ; (3) Statisztikai
Tdyékoztatd ; (4) Jelentés a Haroméves terv elsé évérol.
The annual index for 1947 has been taken from (1). The index for 1949 has been derived from (3) 1950, No. 1, p. 4.
The indices for heavy and light industries were combined on the basis of weights given in (4) pp. 174 ef seq. The index
for 1950 was based on (3) 1951, No. 1, where the annual increase over 1949 1s given. For 1948, the index was obtained
by applying the annual increase from 1948 to 1949 shown m (2) to the 1949 index. All index numbers for Hungary
reflect development of gross production at August 1946 prices for 1938-1949 and at 1949 prices for 1949-1950.
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Ireland :  Irish Trade Journal and Statistical Bulletin.
Original base 1936. The index numbers for 1947 and 1948 are obtained by combining the final index numbers of manu-
facturing with those of electricity and gas production. The index numbers by quarters were arrived at by combining
the currently published index of production of transportable goods and the production of electricity. Relative weights
1948 : 94.3 and 5.7, respectively.

Italy :  Notiziario Istat, Serie B, Istituto Centrale di Statistica.
The new 1ndex numbers compiled by the Itahian Central Statistical Institute have been changed in order to take account
of the adjustment in the index for engineering made by the Research and Planning Division, explained below, p. 206.

Luxembourg . Bulletin du Service d’Etudes et de Documentation économiques et de I'Office de la Staustique générale.
“ Corrected monthly index numbers ” have been taken. The original indices have now been shifted from the base
1937/38 = 100 to the base 1938 = 100. A note to the same effect in the Econonuc Bulletin for Europe, Vol 2, No. 1,
p. 61, was erroneous : the figure given in that and the following Bulletins was in fact on the base 1937/38 = 100.

Netherlands ~ Statistisch Bulletin van het Centraal Bureau voor de Statistiek.
The index of output per working-day has been used.

Norway  Stanstiske Meldinger.
Electricity production has been added to the index calculated by the Norwegian Statistical Central Bureau. Relative
ghts (1938) - facturing 89.4, electricity 10.6. The annual index numbers for manufacturing in 1947, 1948
and 1949 are the final indices shown in Norges Industri. The quarterly index numbers for 1949 have been adjusted
to the level shown by the final annual indices.

Poland . (1) Wiadomoécr Statystyczne , (2) Statistical Tables of the Polish Institute for Economic Research.
The current index published in (1) and based on 1937 has been shifted to 1938 by means of the old index published in (2).

Portugal : The index has been calculated by the Research and Planning Division on the basis of production data in physical
terms for 40 commodities published in Boletim Mensal do Instituto Nacional de Estatlstica covering mining, food,
leather, cork, chemicals, building materials, textiles, paper and electricity. The weights used to combine the series
are based on employment statistics given in the 1940 census and on data concerning employment, hours worked and
fuel consumption for 1948. The coverage of the quarterly index 1s somewhat smaller than that of the annual index.

Rumama  (1)Vnechnaia Torgoviia, No 2, 1951 ; (2) For a Lasting Peace, 1 January 1948 (weekly newspaper published by the
Information Officc of the Communist and Workers® Party) ; (3) La Roumanie Nouvelle.
The index for 1950 has been taken from (1). The indices for other years have been estimated on the basis of the deve-
lopment of production from year to year, quoted 1n the reports on plan fulfilment published 1in (3) Only the 1947
index has been estimated on the basis of (2).

Spain An index has been calculated by the Research and Planning Division on the basis of production data in physical terms
for 42 commodities as published 1n Boletin de Estadistica, Instituto Nacional de Estadistica, Madrid. The activities
covered are mining, llurgy, i g, ch Is, build materials, textiles, paper, leather, gas and electricity,
and, for the annual index, food processing. The weights used to combine these series are based on employment 1n 1940,
which has also been taken as the base year for the index.

Sweden K siella Meddelande
Gas and electricity production has been added to the final index numbers for 1947 and 1948, electricity production
only to the indices for 1949 and 1950 Relative weights : manufacturing 1000, utibities 71 The new monthly index
numbers, beginning January 1949, are no longer seasonally adjusted.

Turkey . Recovery Guides, Economic Co-operation Administration
Index numbers for 1947 to 1949 have been taken from the source given. The 1950 index has been estimated on the
basis of production data in physical terms for coal, cement, paper, yarn, sugar, tobacco, spirts, wine and exports of
chromium.

United Kingdom - Monthly Digest of Statistics.
Original base 1946. Building has been excluded from the index. The index has been shifted to 1938 by use of the pre-
war link (after the exclusion of building) given in the Board of Trade Journal, 11 Septcmber 1948.

United States : Survey of Current Business.
Original base 1935-1939. The unadjusted index number has been taken.
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3  Sources OF INDEX NUMBERS FOR PARTICULAR INDUsTRIES (TABLES 19, 21, I, II anD III)

With the exception of building, the sources are in most cases the same as for the general indices. Where different sources
have been used, these are indicated 1n the following notes, which also give the coverage and relative weights for those indices
which are combinations of two or more series.

Engineering (Tatle 19)

The indices relate, as far as possible, to mechanical and electrical engineering, transport equipment (including ships and
aircraft) and metal goods.

Austria  Vehicles, machines and electro-technical Relative weights (1937) 18, 51 and 31. The index for 1947 has
been estimated on the basis of various data on the production of engineering products, as published in Monatsberichte.

Belgium : The data have been supplied by the Belgian Ministry of Economic Affairs.

Czechoslovakia *+ The index numbers for 1950 are those published in Hospodar linked to the old index previously shown in
Statisticky Zpravoda). The new index distinguishes four sectors—heavy machinery, vehicles, precision machinery
and the light metal industry. The indices for these four sectors have been averaged.

Denmark . Metals and transport equipment. Reldtive weights (1948) 70 and 30, from information on net values of output
in 1948 in Industriel Produktionsstatisnk 1948.

Finland  The annual index numbers and the monthly indices for 1950 have been taken from Tilastokatsauksia The quarterly
indices for 1949 have been deduced from the 1950 indices on the basis of a comparison of quarterly indices for the
whole metal and metal processing industry in 1949 and 1950 shown 1n E Review, K Iis Osake Pankki.

Germany *

Western zones  The old index numbers for 1947 and 1948 for the U K /U.S. Zone and for the French Zone have been linked
to the ncw index for the western zones for 1949 and 1950 given in Wirtschaft und Statistik, in the same way as the
general production index. Coverage and weights : French Zone : machines 4, vehicles 1, electrical industries 1, metal-
works 3 ; U.K./U.S. Zone : machinery and optical goods 30, vehicles 12, electrical equipment 12, other metal goods
37. New index for western zones : machines 35, vehicles 14, electrical industries 13, 1ron, steel and metal goods 26,
iron and steel construction (except raillway wagons) 7, and shipbutlding 5.

West Berlin  The original indices shown in Wochenbericht have been combined on the basis of weights shown in Berliner
Stanstik, eastern edition, 1947, p. 80 (electro-technical industry 59, machinery 30, metal goods 11). The index numbers
for the first half of 1949 which are not given in Wochenbericht have been estimated from data on the gross value of
production shown in Berliner Statistik, western edition. The original base year (1936) has been shifted to 1938.

Greece © The index numbers shown include steel-making.

Hungary - The index for 1949 has been derived from Statisztikar Tdjékoztatd, 1950, No. 1, p. 4. The indices for the iron and
steel industry and machinery have been combined on the basis of weights shown 1n Jelentés a Haroméves terv elso
évérol (1 August 1947 - 31 July 1948), p. 174. The 1948 index has been derived from the 1949 figure on the basis of
the percentage increase given 1n the Plan Fulfilment Report for 1949. The 1947 figure 1s an average of the plan years
1946/47 and 1947/48, and 1s therefore approximate. All index numbers for Hungary relate to gross production at
August 1946 prices for 1938-1949, and at 1949 prices for 1949/50.

Ireland  Engineering and implements, and assembly, construction and repair of vehicles. Relative weights (1938) 40 and 60.

Iraly The official index for engineering recently published by the Itahan Central Statistical Institute does not include arma-
ments production, which accounted for 29 per cent of total engineering output 1n 1938, but has been negligible or nil
since the war The index has been adjusted to take account of armaments production in the base year.

Netherlands  Metal industry. Index numbers adjusted for the number of working-days have been supplied by the Netherlands
Central Bureau for Statistics.

Norway  The level of the monthly index numbers for 1949 and 1950 has been adjusted on the basis of the new final index for
1949 shown n Norges Industri.

Poland  Statystyka Przemyslowa, 1937 ; Gospodarka Planowa
The value of production 1n 1948 expressed in 1937 prices of the engineering and electro-technical industries taken in
the second source has been related to the 1937 value of output according to the first source quoted. Figures for other
years were estimated on the basis of data in physical terms.
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Sweden ©  The index numbers for 1947 and 1948 have been ted by the K kol The current indices
are based on man-hours worked and have been linked to these Kommerskollegium indices.

Switzerland : Use has been made of the values of production for 1947 to 1950, estimated by Mr. F. Kneschaurek under the
direction of Professor W A. Johr at the University of St Gallen. These value figures have been deflated on the basis
of export umt values. The link with 1938 has been derived from man-hours worked reduced by 5.5 per cent in order
to take account of changes in productivity. This percentage decrease has been estimated from Fabrimetal, bulletin
hebdomadaire d'information et de liaison, Bruxelles, No. 64, 1947,

United Kingdom + Engineering, shipbuilding and electrical goods ; vehicles , and metal goods not included elsewhere. Relative
weights (1946) : 59, 30 and 11.

Building (Table 21)

The indices relate to total building activity including the construction, and in most cases the repair, of dwellings and other
buildings, public works, etc. In view of the different coverage of the indices for the various countries, no attempt has been
made to compute a European average.

lgi Agence éc que et financiére. The index covers total building activity.

D k D, ks Ne Ibudget, 1950. The basic data for 1950 were taken from Sranstiske Efterretninger, 1950.

Finland  Economic Survey of Finland, August 1950. The index has been derived from national income data in current prices,
The index for 1950 1s based on information supplied directly. The contribution of building activity to national income,
as given 1n the source mentioncd, 1s largely based on the consumption of raw materials.

France  Bulletin de la Statistique générale de la France The index numbers shown are those published together with
the general index of industrial production. They are largely based on man-hours worked.

Germany :
UK |U.S. Zone . Wirtschaft und Statisuk  The original base 1936 = 100 has been shifted to 1938 on the basis of employ-
ment data. The index 1s based on man-hours worked adjusted for changes in productivity.

Greece  The index has been calculated from the value of construction of dwellings 1n 1949 prices as communicated by the
Greek Ministry of Housing and Reconstruction.

Ireland - The index numbers have been communicated by the Insh Central Statistics Office  They nclude all building and
construction.

Italy . The indices are a combination of an index of the number of rooms built and man-days worked in public works The
relative weights (1938) are 60 and 40. Basic data for 1948 have been communicated by the Italhian Central Statistical
Institute. The 1949 index was taken from corresponding information in Bolletino Mensile di Statistica, February
and October 1950, and Compendio di Statistica, 1949/50 pp. 138 and 141. The index for 1950 has been estimated
from simuilar, though incomplete, information ¢ mn Bolle Mensile di S

Netherlands  The index numbers have been communicated by the Central Bureau of Statistics
Norway *  Nasjonal Budsjettet, 1950 and 1951 (St. Meld. No. 1)

Sweden : The index 1s based on the value of construction 1n constant prices as published in Konjunkturlaget Hosten 1949,
Konjunkturinstitutet, Stockholm  Corresponding data for 1950 and revisions for previous years have been commu-
nicated by the Konjunkturinstitutet.

United Kingdom  Monthly Digest of Staustics. The index 1s the official index included in the general index of industrial
production shown 1n the publication mentioned.

Texnles (Table 1)

The index numbers shown are those described as covering * textiles ™ in the sources. Clothing is not included, except
1n cases where this industry cannot be separated from the index.

Austria The index for 1947 has been estimated on the basis of the old index numbers published in Monatsberichte.

Czechoslovakia : The index numbers for 1950 are those published in Hospodd¥, linked to the old index previously shown in
Sratisticky Zpravodaj.
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Denmark : ‘The index for 1950 has been linked to the final index for 1949.

Finland : The annual index numbers and the quarterly indices for 1950 have been taken from Tilastokatsauksia. The quarterly
indices for 1949 have been estimated from the 1950 indices, by taking into account the development of production
as shown by Ec Review, K lis Osake Pankki (revised index, see notes on general production index).

Germany :
Western zones - The old index numbers for 1947 and 1948 for the U.K./U.S. Zone and for the French Zone have been linked

to the new index for the western zones for 1949 and 1950 given in Wirtschaft und Statistik in the same way as the
general production index.

Hungary + The index for 1949 has been taken from Statisztikai Tdjékoztatd, 1950, No 1, p 4. The 1948 index has been
derived from the 1949 figure on the basis of the percentage increase given in the Plan Fulfilment Report for 1949.
‘The 1947 figure 1s an average of the plan years 1946/47 and 1947/48, and is therefore approximate. All the index
numbers for Hungary reflect gross production valued at 1946 prices for 1938-1949, and at 1949 prices for 1949-1950.

Ireland . Linen, cotton, jute and canvas , woollen and worsted ; and hosiery. Relative weights (1938) . 30, 29 and 41
Italy : The new index computed by the Itahan Central Statistical Institute has been taken.
Netherlands + Index numbers adjusted for the number of working days have been supplied by the Netherlands Central Bureau

of Statistics.

Poland © Index numbers for 1947, 1948 and 1949 have been computed on the basis of production data shown in Wradomoéci
Statystyczne. The commodities included are cotton yarn, cotton tissues, wool yarn, wool tissues, rayon tissues. The
index for 1950 has been estimated from the Plan Fulfilment Report by assuming an average increase of 12 per cent.

Spain  Boletin de Estadistica. The index numbers shown result from the combination of the following statistical series :
wool combing, wool yarn, cotton yarn, rayon filament and staple fibre.

Sweden - The index numbers for 1947 and 1948 have been d by the Kommerskoll They do not include
ready-made clothing. The officially published indices for 1949 and 1950, which include ready-made clothing, have
been hnked to these figures.

Chemicals (Table 11)

The index numbers shown are those described as covering “ chemicals ” 1n the sources. However, the definition of the
industries varies between countries. As far as possible, the production of vegetable oils and soap has been included in cases
where the official index does not cover these activities.

Austria The 1947 index has been taken from direct information received from the U.S. High Commussioner.

Belgium : The publication of the index ceased at the end of 1949. The 1950 index has therefore been estimated on the basis
of the production of primary nitrogen, ammonium sulphate, mixed fertilizers (crude weight), crude tar, matches and
alcohol.

Czechoslovakia +  The index numbers for 1950 are those published in Hospodadr, linked to the old index previously shown in
Stansticky Zpravodaj.

Denmark : The index for 1950 has been linked to the final index for 1949.

Finland : The annual index numbers and the quarterly indices for 1950 have been taken from Tilastokatsauksia. The quarterly
indices for 1949 have been deduced from the 1950 indices by taking into account the development of production shown
n E ic Review, K 1lis Osake Pankki (revised index, see notes on general production index).

France : Production of soap and vegetable oils has been added to the annual index numbers.

Germany :

Western zones  The old index numbers for 1947 and 1948 for the U.K./U.S Zone and for the French Zone have been linked
to the new index for the western zones for 1949 and 1950 given in Wirtschaft und Statistik, 1n the same way as the
general production index.

Hungary . The index for 1949 has been taken from Statisztikai Tdjékoztatd, 1950, No. 1, p. 4. The 1948 index has been derived
from the 1949 figure on the basis of the percentage increase given in the Plan Fulfilment Report for 1949. The 1947
figure 1s an average of the plan years 1946/47 and 1947/48, and 1s therefore approximate. All the index numbers for
Hungary reflect gross production valued at 1946 prices for 1938-1949, and at 1949 prices for 1949-1950.

Ireland : Soap and candles ; chemucals, drugs, ous, paint and polish ; fertilizers. Relative weights (1938) : 21, 61 and 18.



Italy : The new index computed by the Itahan Central Statistical Institute has been taken.

Netherlands The index numbers for 1947, 1948 and 1949, which are adjusted for the number of working-days, have been
communicated by the Netherlands Central Bureau of Statistics No index has been published for 1950  An estimate,
however, has been made on the basis of the value of sales of the chemical industry (published in Maandschrift) deflated
by means of the index of wholesale prices of finished chemical products The index thus obtained has been slightly
adjusted on the basis of the movements of employment in the chemical industry

Norway : The level of the monthly index numbers for 1949 and 1950 has been adjusted on the basis of the new final index
for 1949 shown in Norges Industri  Production of industrial oils has been added to the annual indices

Poland  For 1947 and 1948 an index has been computed on the basis of the production data published in Wiadomo$ct Sta-
tystyczne 1950, No. 1, and Gospodarka Planowa 1949, p 263 The following products have been included soap,
nitrogenous fertihzers, dyestuffs, matches, calcium carbide, super-phosphates, sulphuric acid and caustic soda. The
ndex for 1949 has been derived from the percentage increases for individual commodities shown n the Plan Fulfilment
Report.

Sweden *  The index numbers for 1947 and 1948 have been communicated by the Kommerskollegium  These index numbers
do not include wood distillation  The index for 1949 (which includes wood distillation) 1s the officially published
index linked to 1948.

Switzerland . La Vie économigue.
The index numbers have been arrived at by averaging an index of the volume of exports and the index of man-hours
worked.

Building Materials (Table 111)
The indices include production of bricks, tiles, cement, glass, ceramics and other non-metallic muneral products
Belgium Quarrying has been excluded

Czechoslovakia  The index numbers for 1950 are those published in Hospodar, linked to the old index previously shown in
Stanstucky Zpravoday. Building materials and ceramics and glass are combined. Relative weights (1938)  building
materials and ccramics 6, glass 2

Finland  The annual and quarterly indices for 1950 have been taken from Tilastohatsauksia. The quarterly indices for 1949
have been estimated from the 1950 indices and from the comparison of indices for 1949 and 1950 shown in Economic
Review, Kansallis Osake Pankki (revised index, see notes on general production index).

France  Glass and building maternials (including ceramics) have been combined. Relative weights (1938) . building materials
72, glass 28.

Germany
western zones ~ For 1949 and 1950 the index numbers given in Wirtschaft und Stansuk for stonc and earthcnware, ceramics,
hollow glass and sheet glass have been combined For 1947 and 1948, this combined index has been cxtrapolated
backwards by an index of a similar coverage obtained from U K /U.S and French zonal data.

Hungary  The index for 1949 1s a combination of the published index numbers for glass and building matenals with weights
from Jelentés a Haromeves terv elso évérol (1 August 1947-31 July 1948), p 174 The 1948 index has been derived
from the 1949 figure on the basis of the percentage tncrease given in the Plan Fulfilment Report for 1949  The 1947
figure 1s an average of the plan years 1946/47 and 1947/48, and 1s therefore approximate  All the index numbers for
Hungary reflect gross production valucd at August 1946 prices for 1938-1949, and 1949 prices for 1949-1950

Italy  The new index computed by the Italian Central Statistical Institute has been taken.

Netherlands . Index numbers adjusted for the number of working-days have been supplied by the Netherlands Central Bureau
of Statistics.

Norway  Final annual indices.

Poland . Tndex numbers for 1947 and 1948 have been calculated on the basis of production data shown in Wiadomo$ci
Statystyczne, 20 March 1949. The following products have been included - lime (excluding fertihzing ime), cement,
bricks, china (table and other), porcelain (excluding technical), technical porcelain and sheet glass. The indices for
1949 and 1950 have been arrived at on the basis of the percentage increases for individual commodities shown 1n the
Plan Fulfilment Report. However, production of bricks and china n 1950 had to be estimated from data for the
first three quarters.
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Spain *  La Renta Nacional de Espafta, 1949, p. 54. The index for building materials shown in the publication has been shifted
to the base 1935 = 100. The index for 1950 has been estimated on the basis of cement production.
Sweden : Final annual index numbers calculated by the Kommerskollegium.

United Kingdom : China and earthenware, glass, bricks, cement, etc. The index used as a link to pre-war covers building as
well as building materials.

Yugoslavia + The indices have been computed on the basis of production data published in the S ical Yearbook of the
United Nations 1949-1950, the Statistical Report of Yugoslavia to the United Nations, and Laka Industrya. The
commodities included are cement, bricks and tiles, glass. The 1950 figure has been derived from the Plan Fulfilment
Report.

4. CoMBINED “ EUROPEAN " INDEX NUMBERS

The annual European index numbers for general industrial production and for particular industries shown in Tables 9,
19, 1, 1I, 11 have been obtained by combining the indices for individual countries (1938 = 100) with weights proportional,
n principle, to the contribution of mdustry as a whole or of the particular industry concerned, to national income, or nct output
1n 1938, measured in dollars of 1938 purchasing power.

Estimates of the contribution of industry to national income 1n national currency, defined as the sum of incomes produced
by industry and measured as the gross value of output minus purchases of materials, etc, and depreciation, have been drawn
up according to a standard industrial classification for ten countries for which national income estimates classified by industrial
onigin are available. For threce other countries, estimates of net output of industry have been used. A full list of sources used
for these data and estimates will be found in the Econonuc Survey of Europe in 1948, pp. 237-240

In order to translate the data thus obtained into comparable units, the figurcs expiessed 1n national currency were converted
into dollars of 1938 purchasing power The required exchange rates were calculated by assunung that in 1929 the dollar
exchange rates of European countries generally expressed correctly the purchasing power of national currencies over industrial
goods. Exceptions were made for the United Kingdom, where over-valuation of the pound sterling was put at about 15 per
cent, and the Scandinavian countries and Finland, whose currencies were assumed to be in equilibtium with the pound and
not the dollar. Allowance for movements 1n the prices of manufactures in European countries and in the United States between
1929 and 1938 then led to the purchasing power parity rates used

The data on the contribution of industry to national income thus obtained were used to calculate output per person employed
1n 1938, and the result of this calculation formed the basis for estimates of the probable level of output per person employed 1in
those countries for which no national income data are available In drawing up these estimates, account was taken of the
simularity 1n industrial structure and other relevant conditions as between the countrics for which the contribution of industry
to national income could be obtaincd and those where 1t was to be estimated.

The weights used in combining the index numbers of general industrial production for individual countries into a European
total are proportional to the contribution of industry to the national income arrived at according to the methods explained 1n
the preceding paragraphs.

In the case of the engineering weights, the relative importance of engineering as compared with gencral industrial production
was obtained from the weighting systems adopted by the individual countries in calculating their national index numbers and the
percentages thus obtained were applied to the net value of general industrial production measured in dollars at 1938 purchasing
power.

In the case of textiles and building materials, the definitions of these industries vary considerably in the industrial censuses
of the different countries  For this reason, another method was applied tn order to arrive at 2 set of weights refiecting the relative
net output in the various countries  For each country, the production of cotton, wool and rayon yarns and tissucs was expressed
in terms of the value added per ton of each of these commodities in pounds sterling at 1935 prices, as obtained from the United
Kingdom Census of Production  The British figures of value added per ton agree closely with similar data available for Fiance
(1938) and for Germany (1936). The weights used for the textile industry are proportional to the value thus obtained for each
country. The weights for building materials were estimated by evaluating the 1938 output (1937 for Austria and Czechoslovakia)
of bricks and cement 1n each country at 1938 U S. wholesale prices.

h h

For the purpose of cc index s of ch I production, an estimate of the dollar value of the 1938 net output
of that industry was made (1) by determining, on the basis of industrial censuses, the proportion of the contribution of all indus-
tries which 1t accounted for, and (2) applying that proportion to the total contribution of all industry 1n each country, expressed
1n dollars, calculated according to the foregoing description.

\
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The weights for general industrial production and for particular industries in 1938 are shown 1n the following table .

Table B
WEIGHTS USED TO COMBINE NATIONAL INDEX NUMBERS OF INDUSTRIAL PRODUCTION

Country n d;\sltl“ es Engineering Textiles Chemicals g:&‘:ﬁ:ﬁ

Austria . 1.5 1.1 1.2 1.7 2.0
Belgium . . . 29 27 3.7 3.7 72
Bulgaria . . . . 0.2 — — - -
Czechoslovakia . . . . 3.2 25 43 44 3.7
Denmark Ce 12 13 04 12 15
Finland 0.5 0.3 0.5 12 10
France . . . 116 15.0 16.5 118 1.1
Germany : western zones 200 272 186 319 256

West Berlin. 21 51 - - -

Soviet Zone 79 - - - -
Greece P 0.6 02 14 1.5 0.7
Hungary . 1.0 0.5 11 14 04
Ireland . . 04 01 03 0s 02
Italy . . 66 53 120 75 71
Luxembourg 02 — — - —
Netherlands 25 25 28 15 23
Norway. . . 08 0.7 04 13 1.7
Poland 26 21 37 40 35
Portugal 04 — - — -
Rumania 08 - - - —
Saar . 0.4 - - - -
Spain 28 -- - - 30
Sweden . 28 39 23 44 20
Switzerland - 19 — 1.9 -
Turkey . 0s - - - -
United Kingdom. . 24.6 26.7 29.3 179 237
Yugoslavia . . - - — — 1.7
Poland (recovered territories) 19 0.9 1.5 22 50
Total . . 1000 100.0 100.0 100.0 1000

The quarterly index numbers shown 1n the tables are based on 1948 = 100, and the weights used in combining them into
European totals are 1938 weights carried forward to 1948 by use of the annual indices for the year 1948 (1938 = 100). These
weights therefore reflect 1948 output measured 1n 1938 prices and do not take into account changes in the structure of relative
costs and prices between 1938 and 1948. The percentage share of each country in the European total in 1950 has similarly been
calculated by applying the 1950 annual production index to the 1938 weight. These data, therefore, also fail to reflect
changes 1n the international structure of costs and prices between pre-war and post-war.

The index numbers for Poland given 1n the tables relate post-war output 1n the post-war territory to pre-war output in the
pre-war territory. In order to eliminate the error which this definition would introduce into the figures for Europe as a whole,
the indices for Poland, taken into account in computing the European averages, have been multiplied by the ratio between
the outputs n the post-war and pre-war territory of Poland.

Although the countries included in the European averages do not cover the whole of Europe (excluding the
Soviet Union) these averages would be affected only moderately by the inclusion of the countries omutted. The number of
countries covered by the index numbers for individual industries 1s somewhat smaller than for general industrial production.
In the absence of index numbers, some countries, for instance the Soviet Zone of Germany, had to be left out of consideration.

Since only annual index numbers of production are available for certain countries, the quarterly European indices (1948 =
100) cover fewer countries than the annual indices (1938 = 100) shown 1n the same table. For this reason, the annual European
totals are not always equal to the average of the corresponding quarterly data.
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5 WorLD INDUSTRIAL PRODUCTION (CHARTS 1A AND 1B)

Both charts are based on the index numbers of industrial production published in the Monthly Bulletin of Statistics, United
Nations. The index numbers for each group of countries are shown in Chart 1B The original figures have been shifted to the
base 1948 = 100. Chart 1A, on the other hand, was obtained by multiplying each of these index numbers by the revised weights
used in the calculation of the world index of mming and manufacturing production, published in the Monthly Bulletin of
Statisties, Apnil 1951, All weights have been shifted to 1948 by use of the index numbers themselves. The index number for the
rest of the world is obtained as a residual calculated by deducting the indices of the countries specified in the chart from the
dex of world industrial production including the Soviet Union.

1II. EMPLOYMENT (TABLES 11 AND 26)
1 GENERAL
‘The index numbers of employment n industry shown in Table 11 cover manufacturing, mining, gas, water and power
supply, but exclude building As far as possible, these index numbers relate to all employees including both wage earners

and salaried personnel, irrespective of the size of the establishment in which they are employed. However, the data available
do not always reflect variations in employment in industry as a whole, as will be seen from the following table :

Table C

COVERAGE OF EMPLOYMENT INDEX NUMBERS (1948)

Thousands
Total employment Employment Employment
Country (wage and salary covered by the covered by the
earners) annual index quarterly index
Austria 723 294 WS 294 WS
Belgium 1,192 1,192 WS 564 W
Czechoslovakia more than 1,800 1,400 WS 1,400 WS
Denmark 425 b 266 WS ..
Finland 3106 about 300 WS 95 W
France 4,700 about 3,000 WS about 3,000 W
Germany western zones 5,600 5,600 WS
West Berlin 300 300 WS 176 WS
Soviet Zone of Germany 2,450 2,450
Hungary . 411 WS
Ireland 200 b 127 WS 130a
Italy 3,300 b 2,830 WS 1,767 W
Netherlands 997 b 997 WS 770 WS
Norway 300 b 232 WS 290 WS
Poland (1949) 1,800 b 1,483 WS 1,050/1,500 W/WS
Sweden 850 b 796 WS 500 W
Switzerland 650 b 531 W 340 W
United Kingdom (1949) more than 9,000 9,500 a 9,500 a

Note — a and
b Approximate figures
= Wage earners
S = salaried workers

Since the employment indices are, among other purposes, to serve that of calculating the level of output per man in
industry (Table 26), adjustments have been made where necessary 1n order to take account of vanations 1n actual employment
which are not reflected in the underlying statisucal series. Thus the indices for the United Kingdom 1n 1947 and for Finland
1n 1949 and 1950 have been adjusted to allow for the effects of the coal crisis and of strikes, respectively. Simuilarly, the index
for Sweden has been corrected to allow for the increase 1n total employment due to new establish not yet d by current

statistics.
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In many cases the lack of statistical data has made it necessary to use employment data relating only to establishments

ding a given size, to a ple of or to wage earners only. In certain cases, the available series
have been prolonged by means of less representative data. For this reason, the quarterly index numbers 1n particular are fre-
quently less reliable than the annual data. These technical details are mentioned 1n the notes and sources relating to particular
countries given below.

hlich

2 SOURCES AND NoTEs

Austria : (1) M berichte des Osterreichischen Institutes fir Wirtschafisforschung ,
(2) Staustische Nachrichten

Source (1) gives employment indices 1n large establishments for 1937 and post-war years based on 1934 = 100
The comparison of 1934 with post-war years has not been derived from the movements of the index, but from figures
of complete censuses of wage and salary earners in March 1948 and 1n 1934 published 1n (2)

Belgium : Bulletin de statistique.

Monthly indices of employment have been computed on the basis of the number of wage earners employed 1n
coal mines, quarrying, ron and steel, metal working, non-ferrous metals, tobacco, mitrogenous products, lime and
clay, paper, bricks, water supply, wood-working, hosiery, weaving and ceramics ; the index for 1947 (1937 = 100)
from direct information  Annual indices for 1948 and 1949 have been estimated from social security returns  Quar-
terly indices for 1949 have been calculated from monthly indices adjusted by half-yearly social security figures ; quar-
terly indices for 1950 from monthly data.

Czechoslovakia (1) Statisticky Zpravoday ,
(2) Hospoddr
Special index of employment published jointly with the index of industrial production. This index covers
employers as well.  For 1950, however, the index of employment has been deduced from the index of productivity
and the index of industrial production

Denmark (1) Industriel Produktionsstatisuk (Statistiske Meddelelser), 1938, 1939, 1947, 1948 and 1949 ;
(2) Sraususke Efterretminger

The link for employment between 1947 and 1938 has been calculated 1n the following way an index of ecmploy-
ment of wage earners in industral establishments having more than five workers comparing 1938 with 1939 has been
linked with an index of employment of wage and salary earners in the same category of establishments comparing
1939 with 1947. The data have been taken from (1) Indices for 1948 and 1949 relate to employment of wage and
salary earners from the same source The figures have been adjusted to take account of the numbers employed 1n
lignite mining 1n the post-war period, but, as these workers are employed only for a quarter of the year, four workers
have been counted as one full-time worker. The quarterly index 1s based on figures of wage earners in various months
according to (1), as regards 1949, and on the mndex of employment published 1n (2) as regards 1950

Finland - (1) Tilastokatsauksia ,
(2) Teollisuustilastoa ;
(3) Sosiaalinen Aikakauskirja.

The index for 1947 has been taken from figures of wage and salary earners 1n (1) and (2). The indices for 1948,
1949 and 1950 have been derived from direct information and are adjusted to take account of strikes Quarterly indices
have been derived from a chain index based on figures of wage earners shown 1n (3)

France (1) Revue francaise du Travail ,
(2) Bulletin de la Statistique générale de la France.
Employment figures relating to wage and salary earners in “ Energie ” and *“ Industries dc transformation,
bétiment exclu ” given 1n (1) have been combined.
Germany -

Western zones .  Arbeits- und Sozalstatistische Mitteil:

The index for 1947 from the issue of 25 November 1950 relates to wage and salary earners. Indices for 1948,
1949 and 1950 from numbers of wage and salary earners 1n total industry at the end of each quarter. The index for
the first quarter 1950 has been adjusted to take account of low employment in February according to industrial
statistics not expressed in the quarterly figures.
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West Berlin © (1) Berlin in Zahlen 1945 ;

Soviet

Q) s isches Handbuch fiir D, hland 1928-44 ;

(3) Statistical annex to the monthly report of the U.S. Military Governor Nr. 21 ;
(4) Berliner Statistik ;

(5) The Economy of Western Berlin, Berlin 1950.

The index for 1947 compares the numbers of wage and salary earners in March-September 1947 according
to (3) with May 1939 according to (1), with an adjustment to 1938 on the basis of data for the whole of pre-war Germany
given in (2). Numbers in 1947 have been distributed by zones (U.K./U S.-French and Soviet) according to the 1946
census of population, reported in (4). The index for 1949 has been obtained by comparing the 1947 figure for the
western sectors with similar data for 1949 1n (5). Quarterly indices and the index for 1948 are based on industrial statis-
tics relating to firms having more than 5 workers.

Zone (1) Statistical annex to the monthly report of the US Military Governor Nr. 21 ;
(2) Stanstisches Handbuch fur Deutschland 1928-1944 ;
(3) Europa Archiv, 20 March 1950.

The index for 1947 compares numbers of wage and salary earners, distributed by branches of industry, in March-
September 1947 from (1) with numbers of wage and salary earners in 1938 from (2) (data for the Soviet Zone have been
estimated by means of the available distribution of manpower in the whole of pre-war Germany in May 1939). The
index for 1949 has been assumed to be the same as 1n 1947 because no change 1n manpower appears to have taken
place according to the number of workers distributed by occupations in 1947 (as shown 1n (1)) and 1in 1949 (as com-
municated by the Haut Commissaire frangais en Allemagne). The 1948 index 1s a rough estimate based on the figures
in (3).

Hungary . (1) Jelentés a Haroméves terv elsi évérol ;

Ireland -

Italy -

(2) Gasdasagstatis ;
(3) Statisztikai Tdjékoztatd.

Numbers of wage earners in munng, smelting and manufacturing industries 1n 1938 (monthly average) and for
each month 1n 1947 are shown in (1). The numbers of salaricd workers 1n mines have been estimated from data on State
coalmines 1n (2), those 1n smelting from simular data for heavy industry , those in manufacturing industry from the
report on industry shown in (2), June 1948, p. 448. The pre-war numbers of salaried workers have been taken from
the Statistical Yearbook for Hungary, 1938 edition. The index for 1947 thus obtained has been linked with the index
of wage earners in factories (1947 = 100) shown n (3), 1951, No. 1, p. 8.

Irish Trade Journal and Statistical Bulletin.

Indices for 1947 and 1948 from results of the census of production.
Index for 1949-1950 from numbers employed 1n each quarter.

(1) Annuario di statistiche del lavoro, Confederazione Generale dell’Industria Italiana, Roma ;
(2) Rilevazioni statistiche sulla occupazione e la di pazi in Italia, Ministero del Lavoro.

The annual indices for 1947 and 1948 have been calculated from numbers of wage and salary earners in (1).
Other indices based on numbers of wage earners in a sample covering, in general, enterprises having more than 10
workers according to (2).

Netherlands - Statistisch Bulletin.

Poland -

The annual indices of employment for 1947, 1948 and 1949 have been taken from the source quoted. The
index for 1950 as well as the quarterly data were obtained by direct information.

Norway : (1) Norges Industri 1947, 1948, 1949 ;

(2) Arbeidsmarkedet.
Numbers of wage and salary earners in 1938-1949 in industrial enterprises covered by the annual census of
production from (1) The quarterly index has been computed from figures tn (2) on the base 1949 = 100 and shifted
to a 1948 base by means of data given n (1).

(1) Wiadomo$er Statystyczne ;
(2) Poland of Today, Polish Research and Information Service, New York.

The quarterly index of employment is based on the index of employment (1947 = 100) shown in (1). Figures
for 1949 and 1950 from direct information. The link with the pre-war year has been taken from (2), June 1950. It1s
not clear whether the latter figures compare the numbers of wage and salary earners (as 1n (1)) in 1938 and 1949 or the
numbers of wagc earners only.
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Sweden :  Industri, 1938, 1946, 1947, 1948.
The annual index numbers for 1947 and 1948 comparing numbers of wage and salary earners, excluding owners
and proprictors, were taken from the source quoted above Account has been taken of a difference in coverage 1n 1946
The quarterly indices are based on indices comparing employment of wage earners 1n successive months, and are
adjusted for new establishments on the basis of Oversikt over det ekononuska laget 1951, p 38

Swirzerland  La Vie écononmique
The annual indices of employment were obtained from the number of workers, presumably only wage earners,
1n factories, registered i October of each year The quarterly indices have been derived from the chamn index numbers
shown 1n the same source, relating to wage carners only As the employment 1n the third quarter 1949 was the lowest
in the year, the annual index has been increased by one point

United Kingdom - Monthly Digest of Statistics.

The source gives the distribution of total manpower in Great Britain, divided into mining and quarrying, gas,
water and electricity supply and manufacturing industries  Figures for February 1947 arc not available An average
was computed for the eleven other months, and the annual average was estimated at 2 per cent below that figure  The
figure shown for the first quarter of 1947 1s the average of January and March reduced by 8 per cent (sec for these
estimates London and Cambridge Economic Service, 1947, p 40) The original figures had to be adjusted n view of
the revisions made in July of each year Index for 1947 (1938 - 100) supplicd directly by the Ministry of Labour,
relates to eleven months (February excluded) and was adjusted so as to correspond to the corrected annual average
of number of persons employed The 1949 figures have been adjusted 1n view of an increase 1n coverage

3. WFIGHTING

The combined index numbers of industrial employment are obtained by weighting together the indices for different coun-
tries by mcans of co-efficients calculated as follows - first, data on total employment were obtained for the year n the period
1947-1950 for which such data were most complete These data were then carried back to the year 1938, and, where necessary,
forward to 1948, by means of the index numbers themselves  The resulting European tndex numbers arc subject to reservations
because of the lack of comparability among index numbers relating to the individual countries, and because of uncertainty as
to the degree to which handicrafts and small-scale industries are included It appears indeed that in certain cases these sectors
are not covered by employment statistics

As the index for Poland compares post-war employment in the present territory with pre-war employment 1n the pre-war
territory, the index zero has been given the new territories, but their weight 1s included 1n the total of weights for calculating
the European index

Table D
WEIGHTS USED IN COMBINING NATIONAL INDEX NUMBERS OF INDUSTRIAL EMPLOYMENT
(per cent)
Austria 1.6 Germany : Norway 09
Belgium 31 Western zoncs 17.6 Poland
Czechoslovakia 50 West Berlin 16 pre-war territory 38
Denmark 09 Soviet Zone 78 recovered territory 25
Finland 0.6 Hungary 13 Sweden 22
France 14.1 Ircland . 06 Switzerland 19
Italy 85 United Kingdom 238
Netherlands 09

4 OuTPUT PER MAN IN INDUSTRY (TABLE 26)

The index numbers of output per man have, 1n general, been obtained by dividing the indices of employment shown in
Table 11 into the indices of industrial production shown 1n Table 9. To the extent that the employment indices are adequately
adjusted for changes in hours worhed per man which are not reflected 1in the employment data used, the ratios thus
calculated therefore express the level of productivity per year and per wage and salary earner.
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For certain countries, however, the available production index numbers are only approximate. Moreover, alternative
index numbers, which show a production level considerably different from the index numbers used in Table 9, exist in a number
of cases. For these reasons, index numbers of productivity are shown in Table 26 whenever such indices are published as such.
Thss obtamns 1n particular for the Soviet Zone of Germany and Poland (as regards the change from 1949 to 1950). The same
also applies to Czechoslovakia, where 1n fact the index of employment given in Table 11 has been derived from the index of
industrial production and the index of productivity.  Finally, the index of output per man for Hungary in 1949 has been taken
from Staustukai Tajekoztato, 1951, Nr. 1.

1V. PRODUCTION AND CONSUMPTION OF MAJOR COMMODITIES (TABLES 12, 16, 18, 22, 27-29, 32, 33, 47,
IV-XVI, XX, XXIV and XXV)

1. GENERAL

The figures on production and consumption of major commodities have been derived chiefly from official sources, as indicated
1n the footnotes to the tables and in the notes below In most instances, however, the original figures have been supplemented
by estimates, as explained in the following paragraphs.

Pre-war production in post-war territories. The official German production statistics permit a break-down of total German
production of major commodities 1n 1936 by zones (four occupation zones, Berlin, the Saar and territories ceded to Poland).
It was assumed that the distribution of production between the zones in 1938 was cqual to that in 1936, Estimates werc thus
made of the production in 1938 for the zones of occupation in Germany, the Saar and the ceded terrtory  The latter were added
to Poland’s output 1n the pre-war territory. No estimate has been made with regard to territory ceded by Poland to the Sovict
Union.

In a few cases where total German production was very different 1n 1936 and 1938, or where its regional distribution was
very dissimilar 1n 1936 and later years for which a break-down by zones 1s possible, no attempt has been made to estimate a 1938
break-down by occupation zones and the figures shown, therefore, refer to 1936.

A distribution of German consumption by zones for pre-war 1s, for many commodities, not possible with any reasonable
degree of accuracy  Therefore, when tables show consumption as well as production of a certain commodity, the pre-war figures
for Germany and Poland refer to pre-war territories.

Net imports or exports. No direct consumption statistics or data on stocks being available for a number of commodities,
and a number of countries, consumption was generally calculated from the production figures by adding net imports or sub-
tracting net exports. The trade figures used 1n these calculations were derived from official trade statistics  The net imports
or exports of countries for which no official trade returns are available have been derived from the trade returns of their trade
partners  For the calculation of European total net imports or exports (excluding the Soviet Union), the trade between eastern
European countries and the Soviet Union had 1n many cases to be estimated.

Annual figures for 1950 were in some instances estimated from data covering less than the full year. Moreover, it 1s not
always certain that the data of imports and exports comprise exactly the same commodities as the production figures. The
consumption data thus obtained by the combination of figures taken from different sources are therefore subject to wider margins
of error than the production data.

European totals. For most commodities, pre-war production figures for virtually all European countries are available
In many nstances, however, no statistics are available on post-war production. In many cases, where no post-war data exist, it
was possible to make estimates of the production of individual countries on the basis of published index numbers, information
available for part of the year or general knowledge of trends. In such cases the estimates are not shown 1n the tables, but they
have been used in calculating the European totals. In some instances, no reasonable estimate for the production of certain
countrics could be made. Where the relative importance of these countries as producers of the commodities concerned is small,
1t has been assumed that their production moves parallel with that of countrics for which production data are available In
cases where no data are available for a large part of the European production, or where production 1s measured n heterogeneous
units, no attempt has been made to arrive at European totals

2. SoURCES AND NOTES
Production of Crude and Fimished Steel and Consumption of Finished Steel (Tables 28 and XI)
Crude Steel

The figures refer to total production of steel ingots and direct castings, including special alloyed steel, whether for further
use by the producer, or for sale. The data included for direct castings refer either to the weight of steel poured for the manufac-
ture of castings, or to the actual weight of the castings trimmed and machined. Wrought (puddied) iron 1s excluded.
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The figures have been taken from the Quarterly Bulletin of Steel Statistics for Europe, Steel Section, Economic Commussion
for Europe, the Monthly Bulletin of Statistics, United Nations, and from the following national sources .

Austria -+ Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung.

Czechoslovakia  The 1950 figure 1s based on the percentage increase of the metallurgical industry over 1949, as given 1n
the Plan Fulfilment Report

France  Bulletin de la Chambre syndicale de la Sidérurgie francaise.

Saar . Bulletin mensuel de statistique industrielle.

Germany  Wochenbericht, Deutsches Institut fur Wirtschaftsforschung

Italy © Bollettino Mensile di Statistica

Spain  Boletin de Estadistica. The statistics do not include production of castings, which, however, 1s believed to be small.

Sweden  Kommerstella Meddelanden.

Unuted States  The figures exclude steel for castings used by foundries operated by companies not producing steel ingots.
Firushed Steel

The data relate to hot-rolled products The production figures were taken from the Quarterly Bulletin of Steel Statistics
for Europe, Stcel Section, Economic Commussion for Europe, and for the US A from Annual Statistical Report, American Iron
and Steel Institute  The 1950 figure for the United States 1s estimated on the basis of crude steel production.

The consumption of finished steel refers to apparent consumption, 1 e production of finished steel plus net imports of fimshed
steel, with no allowance for changes in stocks. The trade figures have been taken from national foreign trade statistics

Production of Iron Ore, Pig-iron and Ferro-alloys and Consumption of Scrap (Table X)
Iron Ore

The data relate to the metal content of ron ores produced, including manganiferous iron ores, but excluding pyrites  The
percentages of mectal content assumed are as follows

Austria — 30 Germany - Italy - 45
Belgium — 35 Western zones 30 (pre-war) Poland 34
Luxembourg - 30 27 (post-war) Spain - 48
Czechoslovakia - 34 Soviet Zone  — 30 Sweden - 61
France — 33 Hungary -~ 39 Turkey — 60

United Kingdom - 30

These percentages have been revised from those assumed 1n last year's SURVEY on the basis of more recent information
received by the Steel Section, Economic Commussion for Europe

The figures have been taken from the Quarterly Bulletin of Steel Statistics for Europe, Steel Section, Economic Commussion
for Europe, and, for the United States, from the Monthly Bulletin of Statistics, United Nations

The figures for the United States relate to the production of all usable iron ores, whose iron content averages over 50 per
cent. “ Usable iron ores ” exclude manganiferous iron ores containing 5 per cent or more of manganese

The figures for Poland include a small amount of iron pyrites
Pig-iron

The data relate to total production of pig-iron and blast-furnace ferro-alloys, both for steel making and other purposes.
The figures have been taken from the Quarterly Bulletin of Steel Statistics for Europe, Steel Scction, Economic Commussion
for Europe, and the following national publications :

Austria . Stanstische Nachrichten.
Belgiwum  Bulletin de stanistique.

Hungary  Statiszuikai Szemle, January 1951.  According to this source, iron and steel production increased by 17 8 per
cent from 1949 to 1950

France and Saar  Bulletin de la Chambre syndicale de la Sidérurgie frangaise
Germany :

Western zones *  Wirtschaft und Statishk

Soviet Zone  Statistische Praxis, February 1951 According to this source, pig-iron production increased by 35 per
cent from 1949 to 1950

Netherlands ~ Maandschrift van het Centraal Bureau voor de Statistiek.

Poland  Polish Facts and Figures, 27 January 1951  According to this source, production increased by 9 per cent from
1949 to 1950.
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Scrap

The data relate to the consumption of scrap mn blast-furnaces, steel works and 1ron foundres, except for the following
countries :

Belgium and France : blast-furnaces, steel works and wrought-iron mulls ;
Saar and Czechoslovakia * blast-furnaces and steelworks ;
Spain : steelworks ;

Umited Kingdom and Poland . blast-furnaces, steelworks, iron foundrics and wrought-iron mulls.

The figures have been taken from the Quarterly Bulletin of Steel Statistics for Europe, Steel Section, Economic Commission
for Europe, and, for the United States, from Survey of Current Business.

Production and Consumption of Hard Coal and Lignite (Tables 27 and 1V)

The production figures rclate to net pithead production of clean coal raised to the surface. The consumption data take
account of stock changes whenever these are available as indicated 1n the footnote to Table 27. They exclude bunkers for foreign
ships.

The coefficients used for converting lignite into its hard coal equivalent are the following :

Country Equvalent quantities of lignite
per ton of coal
Austria . . 20 tons
Czechoslovakia . 1.7 ,,
Germany 45 ,,
Italy . Picea 15 ,,
Xiloide 30 ,,
Other countries 3.0 ,,

The figures have been taken from the Monthly Bulletin of Statistics, United Nations, the Monthly Bulletin of Coal Statistics,
Coal Division, Economic Commusston for Europe, national trade statistics and the following other national publications :

Austria  Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung.

France and Saar © Bulletin mensuel de ,; Bulleti [ de istique industrielle.

Germany
Western zones. Zahlen zur Kohlenwirtschaft, Deutsche Kohlenbergbau-Leitung, Essen. The figures for hard coal
include the production of pitch coal.

Italy  Bollettino Mensile di Statistica. The pre-war figure includes the production in Venezia Guuha
Netherlands ~ Maandschrift van het Centraal Bureau voor de Statistiek.
Spain  Boletin de Estadistica.

United Kingdom +  Monthly Digest of Statistics. The production data include open-cast coal. The consumption data are
those published 1n this publication, to which shipments to Northern Ireland and bunkers for British ships have been
added.

Production of Electric Power (Tables V and VI)

The figures for total electric power production and those for hydro- and thermo-electricity have been supplied by the Power
Section of the Power and Steel Division, Economic Commussion for Europe. They have, in most cases, been communicated
to the Power Section by the authorities of the countries concerned. The data occasionally differ from statistics given 1n national
publications, mostly because the coverage of the figures in national sources 1s less comprehensive. For countries from which
no official rephes to questionnaires have been reccived, the data have been taken from national souices.

The figures shown 1n the tables relate to total electricity production, i.e production of public utilities and by private industry
for its own use  The main exception 1s the United Kingdom, for which public utility production only 1s given The European
totals, however, include estimates for total production 1n the United Kingdom (including Northern Ireland). These estimates
are based on data communicated by the British authorities
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Production of Crude Petroleum and Consumption of Crude Petroleum and Products (Table VIII)

The production data have been taken from Petroleum Press Service, Petroleum Press Bureau, London, and the following
national publications :

France . Bulleti I de

Germany : Western zones: Wirtschaft und Staustk; Statistisches Handbuch von Deutschland, 1928-1944.

The data on consumption of crude petroleum and products have been arrived at by adding net imports of crude petroleum
and of refined products (the latter expressed 1n terms of crude o1l by using the conversion factor 1 ton refined = 1.11 tons crude)
to production of crude petroleum. No allowance was made for changes 1n stocks, except in the cases mentioned below. Where
possible, bunkers for foreign ships have been consideicd as exports and are therefore not included in consumption.

For the following countries a different method for estimating the consumption has been used :

France :  Bulleti ! de que industrielle

This publication gives the refinery throughput of crude oil. To this throughput net imports of refined products
have been added. For post-war years, stock changes of refined products given in the same source have been taken
nto account,

Italy  Bollettino del Comitato Carbom
The same method has been used as for other countries, but, for post-war years, stock changes of crude petroleum
have been taken into account. These stock changes were estimated on the basis of the difference between the
throughput of refinery works and the arrivals of crude petroleum, which are both shown in the publication
mentioned.

United Kingdom  Mumstry of Fuel and Power Statistical Digest, 1948 and 1949.
Same method as for France. No account has been taken, however, of changes in stocks of refined products.
The 1950 figure has been estimated on the basis of data given in the Petroleum Times, London, 9 March 1951, p. 180

United States : Survey of Current Business.
The figures for domestic demand for refined products shown 1n this publication have been converted into
their crude-oil equivalent. The conversion factors were obtained by comparing the refinery throughput to refinery
output, given n the same publication.

Total Energy Consumption (Table 1X)

Energy consumption was estimated by converting the different primary energy sources—coal, lignite, hydro-electrcity,
mineral oils and, 1n the case of France and Italy, natural gas—into coal by means of the following coefficients, which are based on
calorific values :

Type of fuel Egquivalent quantities of fuel
per ton of coal
a. Brown coal and lignite See note to Table 27 above
b. Crude petroleum and petroleum products 2/3 ton
¢ Hydro-electricity 1,590 kWh
d Natural gas 752 cub m.

The consumption of hydro-electricity has been taken as equal to production. No account has been taken of fuelwood,
which 1s of importance in a few countries only.

Production of Basic Chemicals (Table XII)
Sulphuric Acid

The figures refer to production expressed 1n terms of pure (monohydrate) sulphuric acid (1009 H,SO,) and include the
sulphuric acid equivalent of oleum or “ fuming ” acid.

The figures have been taken from the Staristical Yearbook 1949-50, United Nations, and the following national publications

Austria  Report of the Unmted States High Commissioner, Statistical Annex.

Belgium :  Bulletin de I Institut de recherches économiques et sociales, Université cathohque de Louvain, May 1950.

France :  Bulleti I de
Germany :
Western zones . Economic Data on Potsdam Germany, Office of Military Government for Germany (U S ), September
1947 ; Wirtschaft und Statistik ; Wochenbericht, Deutsches Institut fur Wirtschaftsforschung.
Soviet Zone : Economic Data on Potsdam Germany, September 1947. Industry and Matenals Division, Economic Com-
mussion for Europe (Document ECE/IM/41) for 1948 and 1949. The 1950 figure has been obtained from the plan
fulfilment report,
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Italy :  Bollettino Mensile di Stauistica.

Netherlands  The figures for post-war years shown in the Statistical Yearbook 1949-50, United Nations, have been adjusted
to the level of the 1938 figure, shown in a footnote in the same publication. The figure for 1950 has been obtained
by applying the production index, shown in the Maandschrift van het Centraal Bureau voor de Stanstiek, to the
1949 production

Poland  Statistical Yearbook of Poland, 1948 Rocznik Statystyczny 1949 ; Wiadomoéci Statystyczne ; The Plan Fulfilment

Report, 1950.
Portugal . Anudrio Estatistico : Estatistica Industrial.
Rumama  Evolutia Ec R , April 1948 (suppl to Probleme Economce) , Bursa, 28 April 1948, Bucharest.

The figurcs for 1949 and 1950 haxe been obtained from plan fulfilment reports.
Sweden - Industri.
United Kingdom - Monthly Digest of Statistics.
United States - Survey of Current Business.

Calcium Carbide

The figures are those indicated 1n national publications as production of calcium carbide. The definition may differ shightly
from country to country.
The data have been taken from the following publications :

Austria  Staustische Nachrichten.
France  Bulletin mensuel de statistique industrielle.

Germany
Western zones. Industrielle Produkuion nach Zonen, Wirtschaft und Statistk , Statistische Berichte.
Soviet Zone  Industrielle Produktion nach Zonen, Economic Data of Potsdam Germany, September 1947 ; Réalités
Allemandes, No. 4, April 1949 ; L’Industrie Chimique et Phosphates Réunis, Pans, June 1950.

Italy  La Chtmica e I’ Industria, XXXV, June 1950, Milan. The 1950 figure has partly been estimated.
Norway  Norges Industri ; Produksjonsstatistikk ; Statistisk-@konomisk Oversikt over Aret 1948.
Poland. Wiadomoéci Statystyczne.

United Srates - Survey of Current Business.

Caustic Soda
The figures refer to the total production of caustic soda (sodium hydroxide, NaOH).
The data have been taken from the Stafistical Yearbook 1949-50, United Nations, and the following national publications:
Austria  Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung.
France - Bulletin mensuel de statistque industrielle.

Germany
Western zones  Industrielle Produktion nach Zonen ; Statistische Berichte.
Soviet Zone  Industrielle Produktion nach Zonen , Die Wirtschaft, 27 July 1950.

Italy  Bolletino Mensile di Statistica.

Poland - Wiadomoéc: Statystyczne. The 1950 figure has been taken from the plan fulfilment report.
Spain - Boletin de Estadistica.

Sweden  Industr:

United States  Survey of Current Bustness.

Soda Ash

The figures refer to the total production of soda ash (sodium carbonate, Na,COy), Tud; as far as possible, natural
sodium carbonate and sodium bicarbonate (NaHCO,).
The figures have been taken from the Staristical Yearbook 1949-50, United Nations, and the following national publications :

Austria  Report of the United States High C 2 » Foreign C¢ ce Weekly (U.S. Department of Commerce),
July 1950. The figure for 1950 1s partly estimated.

Bulle | de industrielle.

France :
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Germany :
Western zones -+ Wirtschaft und Statistik ; Statistische Berichte
Soviet Zone  Economic Data on Potsdam Germany, Office of Military Government for Germany (U S), September
1947 ; Stanstische Praxis, October 1950. The 1950 figure has been obtained from the plan fulfilment statement

Italy :  La Chinuca e I'Industria, XXXII, Milan, June 1950, L'Industrie cunuque et Phosphates Réumis, Paris, September
1950 ; Notiziario Istat. The figures for 1950 have been obtained by applying the production index, given in the last
source listed, to the 1949 production.

Portugal . Anudrio Estatistico, Estatistica Industnal.
Spain *  Boletin de Estadistica.
United States. Survey of Current Business.

Production and Consumption of Sulphur in Western Europe (Table 32) and United States Sulphur Supplies
(Table 33)

Western Europe * Production . The figures for the production of natural sulphur relate to Italy, Spain and France, those
for pyrites cover Finland, France, Italy, Germany, Greece, Norway, Portugal, Spain, Sweden, the United Kingdom
and Yugoslavia The data for the years 1936-1938, 1948 and 1949 have been taken from Sratistical Yearbook
1949-50, United Nations, except for the production of pyrites in Finland during 1949, which has been estimated
The German pre-war figure used relates to production in the pre-war territory.

No figure for the production of natural sulphur 1s available for France in 1950 , production in France in 1949
represented under 5 per cent of the western European total, and the total for 1950 assumes that this proportion
was maintained

Data for production m 1950 were taken from the following sources :

Ttaly . Bollettino Mensile di Statistica, March 1951.

Spain  Boletin de Estadistica, March 1951.

Norway  Statistiske Meldinger, No 2, 1951,

The production of pyrites in 1950 for other countries has been estimated

Trade The figures for nct imports of sulphur and pyntes take account of the trade of all the main trading
countries. All figures have been extracted from the national trade accounts, except for Yugoslavia whose exports
for 1948 were taken from the Survey of the Economy of the Federal Republic of Yugoslavia Yugoslav exports
mn 1949 and 1950 were taken as equal to exports in 1948 The pre-war exports of Spain relate to 1935. An
adjustment has been made to eliminate the trade of eastern Germany from the pre-war German trade returns.

The sulphur content of net exports has been based on conversion factors shown n the Statistical Yearbook,
1949-50, United Nations For imports, average sulphur content of western European, Algenian and Cypriot
production during 1945/49 has been used.

United States  Production of natural sulphur and pyrites from Sranstical Yearbook, 1949-50, United Nations. The 1950
figure for sulphur production 1s from the Survey of Current Business ; for pyntes the 1950 figure is estimated.
Trade 1n natural sulphur and pyrites was obtained from U S trade statistics. Stock movements for the pre-war
period have been taken from the Minerals Yearbook, U.S Department of Interior, and for post-war years, from
the Survey of Current Business

Production of Fertihzers (Table XIII)
Superphosphates

The figures refer to superphosphates obtained by mixing rock phosphate with acid All figures are expressed in P,O;
content.

The figures have been taken from the Stanstical Yearbook 1949-50, United Nations, Commodity Reports, Fertilizers, 10
August 1950, Food and Agriculture Organization of the Umited Nations, and the national sources listed below. In some instances
the figures have been estimated on the basis of production data for agricultural years.

France - Bulle | de
Germany :

Western zones  Industrial Production Statistics.
Italy :  Bolle Mensile del C Carboni.

Netherlands . Jaarcijfers voor Nederland; Maandschrift van het Centraal Bureau voor de Statistiek The 1938 production
has been taken from the first source. The post-war years have been obtained by applying production indices, given
1n the second source, to the 1938 production.
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Norway : Statistisk Arbok; Norges Industri.

Poland : Concise Statistical Yearbook of Poland, 1938 ; Wiadomoéci Statystyczne.
Spain - Boletin de Estadistica.

Sweden . K siella Meddelande

United Kingdom : Monthly Digest of Statistics.

United States - Survey of Current Business.

Potash

The data refer to the K,O equivalent of various potash salts mined.
The figures have been obtained from the following publications :
Belgium : Bulletin de statistique.

France :  Bulletil [ de istique industrielle.

Germany :
Western zones : Statistische Berichte ; Industrial Production Statstics.

Poland  Statistical Yearbook, 1948, Umted Nations.
United States: Minerals Yearbook 1949, Bureau of Mines.

Nitrogen

The figures refer to the estimated N content of nitrogenous fertihizers only and do not include nitrogen used for industrial
purposes. They cover the production (N content) of ammonia solutions, ammonium sulphate, amnionium mitrate, ammonium
phosphate, calcium nitrate, calcium cyanamide, nitrate of soda, nitrate of potash, rutrate of soda-potash, mtro-chalk, urea
and anhydrous ammonia.

The figures have been taken from Statistical Yearbook 1949-50, United Nations, Cornmodity Reports, Fertilizers, 10 August

1950, Food and Agriculture Organization of the United Nations, and the national sources listed below. In some instances the
data have been estimated on the basis of production figures for agricultural years.

Belgium : Bulletin de et
Czechoslovakia : S icky Zpravodaj

France : Bulletii | de istique industrielle.
Germany :

Western zones : Die wirtschaftliche Lage in der Bundesrepublik Deutschland ; Industrial Production Statistics.

Netherlands : Maandschrift van het Centraal Bureau voor de Statistiek. The production indices given 1n this publication
have been applied to the 1938 production.

Norway : Statistiske Meldinger.
Poland : Wiadomoéci Statystyczne.
United Kingdom : Monthly Digest of Statistics.

Production of Cotton Yarn, Wool Yarn, Rayon Filament Yarn and Staple Fibre (Table 18)
Cotton Yarn
The figures refer to the total weight of pure cotton yarn spun, whether for sale, for further processing, or on commission,
Unless otherwise stated, mixed yarn, cotton yarn made from cotton waste and tyre-cord yarn are not included, as far as is known.
The figures have been taken from the Monthly Bulletin of Statistics, United Nations, and the following national statistics :
Austria: Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung. The figures include waste.
Belgium :  Bulletin de Statistique. Cotton yarn with an admuxture of artificial fibre 1s included.
Czechoslovakia + The figures include vicuna yarn and tyre-cord yarn.

France : Bulletin mensuel de statistique industrielle  The figures include yarn spun from cotton waste, shoddy, staple
fibres, and tyre-cord yarn.

Germany - Statistical Handbook of Germany, 1946, Office of Military Government for Germany (U.S.) The figures include
mixed yarns.

Hungary  Statiszttkai Szemle. The 1950 figure has been derived from the Plan Fulfilment Report.
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Italy :  Notiziario della Confederazione Generale dell’Indusiria Itahana. The figures include mixed yarn, predominantly
of cotton.

Netherlands - Maandschrift van het Centraal Bureau voor de Statistiek. The figures include mixed yarn, predominantly
of cotton, and cotton spun from waste.

Spain :  Boletin de Estadistica.
Sweden © The figures include mixed yarns.
Turkey : Konjonktur.

United Kingdom : Total conditioned weight of single cotton yarn produced and yarn produced for industrial purposes,
such as tyre-cord yarn.

United States  The Cotton Board Trade Letter, Cotton Board, Manchester. The production data shown 1n this publication
are estimates based on raw cotton consumption.

Wool Yarn

The figures refer to the total weight of pure wool yarn spun, whether for sale, for further processing or on commission.
The total weight includes carded and combed (worsted) yarn for weaving, for knitting and other uses. Unless otherwise stated,
muxed wool yarn and wool yarn made from wool waste are not included as far as 1s known.

The figures have been taken from the Monthly Bulletin of Statistics, United Nations, and the following national statistics

Austria :  Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung, Wool Intelligence, Commonwealth
Economic Commuttee, London. The figures mclude mixed yarns.

Belgium  Bulletin de statistique.

Hungary  The 1950 figure has been derived from the percentage increase over 1949 published in Stansztikai Szemle.
The figures include mixed yarns

ltaly  Bollettino del Comitato Carboni; Mondo Economico, Milan. The 1950 figure 1s an estimate based on production
data for seven months. The 1938 figure which 1s taken from the second source histed may not be strictly comparable
with post-war years The figures include mixed yarns.

Germany . Statistical Handbook of Germany, 1946, Office of Military Government for Germany (U.S).
Netherlands  The figures include mixed yarns.

Portugal :  World Wool Digest, Intcrnational Wool Secretaniat, London. The figures include mixed yarns.
Spain. Boletin de Estadistica.

Sweden :  Statistisk Arsbok, 1949. The figures include mixed yarns.

Turkey : Konjonktur. The 1950 figure 15 estimated on the basis of production data for eight months.

Umited Kingdom  Monthly Digest of Statstics, World Wool Digest, International Wool Secretanat, London. The figures
as published 1n the first source refer to deliverics of worsted yarn and estimated production of woollen yarn. The
pre-war figures have been taken from the second source.

United States : Production of all known manufacturers engaged 1n spinning yarn on the woollen and worsted system.
The daga include mixtures.

Rayon Filament Yarn and Rayon Staple Fibre

The figures refer to the total weight of rayon filament yarn and rayon staple fibre  Unless otherwise stated, waste, straw,
artificial horsehair and other artificial manufactured fibres of a non-cellulose base (nylon, lanital, PE-CE, etc ) and spun rayon
yarn are excluded.

The figures have been taken from Rayon Organon, Textile Economics Bureau, New York, the Monthly Bulleun of Stanstcs,
United Nations, and the following national publications *

Bol . Bullenn de
France :  Bulletin mensuel de statistique industrielle. Total production of filament yarn and of staple fibre including lanital
waste.

Germany : The figures include filament yarn ; high tenacity viscose silk and other rayon, excluding waste ; staple fibre
includes production of artificial yute. The production by zones 1in 1936 amounted to 51 3 thousand tons in the
western zones, 29.6 thousand tons 1n the Soviet Zone, and 5 2 thousand tons for the rest of Germany (Sranstical
Handbook of Germany, 1946, Part 111, B. 2).

Italy :  Boll Mensile di S
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Netherlands -  Maandschrift van het Centraal Bureau voor de Statistiek.
Spain  Boletin de Estadistica.

United Kingdom  Monthly Digest of Stanstics. The figures include total production of filament yarn (including nylon
yarn) and staple fibre. No nylon was produced prior to 1941,

United States : The figures include production of tow (an intermediate product in the making of staple fibre).

Production and Consumption of Wood-pulp (Table XIV)

The figures relate to the dry weight of mechanical and chemical wood-pulp of all types. The consumption data refer to
apparent consumption, i e. production, plus net imports with no allowance for changes in stocks—with the exceptions mentioned
below.

‘The figures have been supplied by the Timber Division, Economic Commussion for Europe. They have largely been taken
from reports of national experts made 1n connexion with a timber consumption trend study undertaken by the Timber Division.
Additional data have been obtained from the Yearbook of Forest Products Stanistics, 1950 Food and Agriculture Organization
of the Unuted Nations, Timber Statistics, Food and Agriculture Organization of United Nations and Economic Commission for
Europe, and national foreign trade statistics.

Stock changes have been taken into account for the following countries and the following years

Austria * for 1948 and 1949 Netherlands : for 1948

Belgium * for 1948 Norway for 1948, 1949 and 1950
Denmark : for 1949 Sweden . for 1948, 1949 and 1950
Germany, Western zones . for 1949 United Kingdom : for 1948, 1949 and 1950.

The data on stock changes have been taken from the Yearbook of Forest Products Statistics and, for the United Kingdom,
from the Monthly Digest of Staustics. In the case of Norway for all years and of Sweden for 1950, stock changes have roughly
been estimated on the basis of production of paper and paper board

In those cases where no stock changes for 1950 have been taken into account, the consumption figures may be somewhat
too low, since 1t 1s known that during that ycar stocks of wood-pulp decreased 1n most countries.

Production and Consumption of Sawn Softwood (Table 29)
The figures refer to the production and consumption of planks, boards, boxboards, etc  Railway sleepers are not included.
Although the coverage may vary slightly from country to country, the series relating to each particular country is consistent,
The production data relate to total sawmill production, 1 e. both from indigenous timber and from imported logs.

The figures have been supplied by the Timber Division, Economic Commussion for Europe. They have largely been taken
from reports of national experts made 1n connexion with a timber consumption trend study undertaken by the Timber Division
Additional data have been obtained from the Yearbook of Forest Products Statistics, 1950, Food and Agriculture Organization
of the United Nations, Timber Statistics, Food and Agriculture Orgamzation of the United Nations and Economic Commussion
for Europe, and national foreign trade statistics.

Production of Cement (Table XV)

The data refer to the production of artificial cements only, i e Portland, bauxite, Roman cement, etc,, except as noted.
The figures have been taken from the Monthly Bulletin of Statistics, United Nations, and the following publications

Austria -+ Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung.
Belgwm . The figures include total production.

Czechoslovakia . Portland cement only.

Denmark . Portland cement only.

France :  Bull ! de ique industrielle.  The figures include artificial cements (portland, blast-furnace, clinker
slag, special, building) with a pressure resistance of over 100 kilogrammes per square centimetre

Germany . Statistical Handbook of Germany, Part 111, B 1, Office of Military Government for Germany (U S ), 1946.

Italy :  Bollettino Mensile di Si a. The figures for post-war years represent about 90 per cent of total production.

Netherlands *  Maandschrift van het Centraal Bureau voor de Statistiek The figures include Portland and blast-furnace
slag cement

Norway *  Si iske Melding Portland cement only.

Poland  Portland cement only.
Spain. Boletin de Estadistica. Portland only.
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Turkey . Konjonktur. Details not available.
Umnited Kingdom - Monthly Digest of Statisuics. Portland cement only.
United States - Portland cement only.

Production of Building Bricks (Table XVI)

The figures relate to total production of clay bricks used for building purposes. They include both common and facing
(ornamental) bricks (solid, hollow, shaped or perforated). Unless otherwise stated, refractory, paving, concrete, shale and
sand-lime bricks are excluded.

The sizc of bricks in the various countiies may differ, and therefore the figures are not always comparable as between countries
The figures have been taken from the Monthly Bulletin of Statistics, United Nations, and the following publications :

Austria  Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung

Belgium  Bulletin de statistique The figures exclude the production of facing bricks.

Denmark  Sranstisk Arbog  The 1950 figures are based on the index for the brick industry from Statistiske Efterretninger.

Finland  Tilastokarsauk sia. \

France  Bulletin mensuel de statistique industrielle  Home manufacture is excluded. The original series 1s given in metric

tons, and the data have been converted into numbers by using conversion rate of 400 bricks = 1 ton

Italy  Bolletnino del Conutato Carbom, Ministero dell’Industria e del Commercio  The 1950 figure has been estimated
on the basis of production data for the first seven months

Netherlands - Maandschrift van het Centraal Bureau voor de Statisnek. Ordinary bricks only, excluding sectional, holiow,
ornamental, and sand hime bricks

Poland  The figures relate to the production in all state plants and also in all co-operative and private establishments
employing 20 or more workers

Sweden  Industriell Mdnadsstatistik.

United Kingdom  Monthly Digest of Stanstics. The figures include common, facing and engineering bricks made from
shale, sand lime, clay or concrete, but exclude firing bricks, glazed bricks and all types of refractory bncks.

Yugoslavia  Statistical Yearbook 1949-50, United Nations.

Construction of Dwellings (Table 22)
The figures in the table have been taken from (a) Monrhly Bulletn of Staristcs, United Nations, and (b) Srarisrical
Yearbook, 1949-50, United Nations

In addition, the following sources were used .

Austria Unpublished official estimates

Belgium  Pre-war Housing Policy in Europe, 1 L O. 1930, p 18. 1948-49 L'Economue belge 1949, Ministere des Affaires
économiques et des Classes moyennes, p 75 1950 Data supplied by the Ministére de la Santé publique et de la
Famille The figures, which relate to buildings completed, were converted into dwelling units by raising the original
figures by about 8 per cent

Czechoslovakia 1950 * Annual Report of the Central Planning Office. The onginal data (22,000 rooms) were converted
nto dwellings at the rate of 1 7 rooms = 1 dwelling

Denmark  1947-1949  Economic Survey of Denmark for 1950, p 27. 1950 * Unpublished official esumate The data

given 1n the Monthly Bulletin of S. s exclude dwellings built in rural areas

Finland . 1947-1949 * Bank of Finland Bulletin, May 1950 1950 Forecast in Economic Survey of Finland, August 1950,
p. 15.

France  Pre-war : Etudes et Conj ¢ (Union F) ), July 1947, p 48. 1947-1950 : Ministere de la Reconstruc-

tion et de 1'Urbanisme.

Germany

Western zones -+ Pre-war Estimated by taking 60 per cent of the figure for total Germany given in the Yearbook  1949-

50 Wirtschaft und Stanstik  The published data for the U K /U.S. Zone for 1949 were raised by 7 per cent to
allow for the Fiench Zone

Hungary 1950 : Speech by Z Vas, Szabad Nép, 7 January 1951.

Italy 1950 - Estimate completed by adding 100 per cent (the proportion 1n 1949) to allow for communes of under 20,000
inhabitants.



— 226 —

Norway  Pre-war : Unpublished official esti Post-war : Sratistiske Meldinger.

Poland 1950 . Annual Report of the Central Planning Board. The original data (81,600 rooms) were converted into
dwelling units at the rate of 2.4 rooms = 1 dwelling

Rumania 1950 - Annual Report of the Central Planning Board The original data (370,000 m?) were converted into
dwelling units by taking 1 dwelling = 45 sq metres.

Sweden : 1939, 1947-1949 : Sociala Meddelanden No. 8, 1950. 1950 . Oversikt over det Ekonomiska Laget 1951 (National-
budget for Ar 1951), Meddelanden frin Konjunkturinstitut, Serie B. 12, p. 129.

Switzerland -+ Unpublished official estimates  Published data relate only to communes of more than 1,000 inhabitants.

United Kingdom . 1947-1950 . Monthly Digest of Statistics

Yugoslavia *©  1947-1948 : Unpublished official estimates. 1949-50 : Tehmka, 8 October 1950, p 248. The original data
were converted into dwelling umts by taking 1 dwelling = 45 square metres

Production of Motor Vehicles (Table XX)

The figures relate to the total production of motor vehicles for the domestic and export markets, They include the produc-
tion of foreign-owned companies operating within the territory of the reporting country. They exclude, however, production
of completed vehicles built on imported chassis. The production of passenger cars includes taxis. The figures for commercial
vehicles refer to the production of lorries (trucks) and buses, delivery vans and special vehicles, such as ambulances, fire apparatus,
etc. Vehicles operating off the road, such as industrial and farm tractors, road and other construction machinery, etc ate
excluded.

Austria . (Commercial vehicles only) Sratistische Nachrichten ; Monthly Bulletn of Stansncs, United Nations

France .  Bulleti | de ique industrielle.

Germany . Western zones : Wirtschaft und Stanstik , Monthly Bulletin of Stanstics, United Nations.

Iraly  Notiziario della Confederazione Generale dell' Industria Italiana, Congiuntura Econonuca. The figures for passenger
cars previously published in the Economic Bulletin for Europe included some commercial vehicles. The figures
have now been revised and are comparable to those for other countries.

United Kingdom  Monthly Digest of Statistics

United States ~ Monthly Bulletin of Stanistics, United Nations  Factory sales

Production of Tractors (Tables XXIV)

The figures relate to the production of agricultural tractors, including two- and three-wheel and track-laying tractors, but
excluding garden tractors

The figures have been taken from the following sources .

Austria  Statisnsche Nachrichren.

hosl,

Czechoslovakia - Stansticky Zpravoday, supplemented by date commu d by the C vak Government to the
Industry and Matenals Division, Economic Commussion for Europe. The 1950 figure has been esumated on the
basis of plan data.

France  Bulletin mensuel de statistique industrielle, Deux ans d’exécution du plan de modermisation et d'équipement 1947-
1948, 4° Rapport semestriel, Paris 1949 , L’Usine nouvelle, Paris, 11 March 1951.

Germany
Western zones  Agricultural Machinery, Pohtical and Economic Planning, London, 1949 , Wirtschaft und Statistk.
Soviet Zone  Agricultural Machinery, Pohtical and Economic Plannming, London, 1949. Figures for post-war year have
been estimated on the basis of in German E Press Review, 3 November 1949 and 13 Apnl 1950,
and Sovret Monitor, Tass, London, 19 August 1950.

Hungary  Report of the First Year of the Three-year Plan, Budapest ; Szabad Nép, 5 February 1950 and 23 January 1951.

Iraly . Data comraunicated by the statistical authorities to the Industry and Matenals Division, Economic Commission
for Europe.

Poland  Survey on the Farm Machinery Situation in Europe, Food and Agriculture Organization of the United Nations,
1951 ; Gospodarka Planowa, No. 2, 1951

R Infor R 14 February 1951, Paris , La Roumante Nouvelle, 16-28 February 1951, Bucharest.

Sweden  Data d by the Swedish Government to the Industry and Materials Division, Econ ymic Commission
for Europe. The 1950 figure has been estimated by that Division.

Switzerland  Data communicated to the Industry and Matenals Division, Economic Commission for Europe.
Umted Kingdom  Monthly Digest of Stanstics.
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Production of Meat and Milk (Table 16)
Meat
The figures relate to the production of meat in terms of carcass weight, including offal. Goat and buffalo meat 1s included
1n those countries where 1ts production 1s significant ; poultry is excluded. Slaughter of imported live animals 1s included Slaughter
fats were excluded for those countries where reliable statistics are available. Bacon, however, 1s included.
The figures have been taken from Commodity Reports, Meat and Livestock, 29 December 1950, Food and Agriculture Orga-
mzation of the United Nations.

Milk
The figures relate to total production of milk from cows , nulk from buffaloes, ewes and goats 1s included in those countries
where 1ts production 1s significant

The figures have been taken from the Stansnical Yearbook 1949-50, United Nations, the Monthly Bulletin of Statistics, United
Nations, and the following national sources *

Austria Data communicated by the Austrian authorities to the Agricultural Division, Economic Commussion for Europe.
France  Revue d’Etudes économiques franco-allemandes, Baden-Baden, January 1951.

Germany
Western zones  Revue d’Etudes éc ques franco-alle des, Baden-Baden, January 1951,

Jtaly  Data communicated by the Italian authorities to the Agricultural Division, Economic Commussion for Europe.

Netherlandy ~ Maandschrift van het Centraal Bureau voor de Statistiek.

Poland  The 1949 figures have been estimated on the basis of production 1n previous years and the increase in livestock

numbers.

In some cases the 1950 figures had to be estimated on the basis of monthly production data. These monthly production figures,
howcever, do not always cover total production of milk  In those cases the assumption has been made that the increase of total
mulk production 1n 1950 over 1949 1s proportional with the increase of that part of the production of milk which 1s covered by
the monthly production data. This procedure was nccessary for Denmark, the Netherlands, Sweden, Switzerland and the United
Kingdom

Food Consumption per capita in the Western Zones of Germany and in the United Kingdom ( Table 47)

Western Germany

The data for pre-war and 1948/49 were taken from F A4.0. Food Balance Sheets, those for 1950 from Statstischer Monats-
bericht des Bundesmimisteriums fur Ernahrung, Landwirtschaft und Forsten, August 1950 and February 1951.

Pre-war consumption relates to the pre-war territory of the whole of Germany , 1948/49 consumption refers to the western
zones of Germany excluding west Berlin, while 1950 consumption includes west Berlin.

The consumption of cereals in 1950 covers total disappearance (“ Abgang ) for human consumption of wheat, rye, barley,
oals and rice outside agriculture. Only neghgible amounts of cereals are directly consumed on the farm, r.e. without being milled
off the farm. Figures for other years have been adjusted to exclude certain minor grains The figure for cereal consumption has
been increased by adding 17 per cent to the consumption of bread grains to allow for quantities delivered off the farm but not
1eported.

The meat data relate to consumption of meat other than poultry, rabbits and game and include offal. Allowance has been made
for changes 1n stocks of meat. In order to estimate meat consumption within agriculture 1n 1950, the number of animals slaughtered
on farms has been multiplied by the average slaughter weights, exclusive of slaughter fats, of commercially killed amimals. In the
case of sheep and calves, slaughter fats have not been deducted, but the quantities involved are of minor importance only The
total consumption of meat within agriculture thus computed has been added to total disappearance outside agriculture.

Sugar consumption refers to total disappearance of sugar. The consumption of refined sugar in manufacturing was assumed
(o be the same proportion of the total in 1950 as 1n 1948/49, 1.e. 1.2 per cent, according to the F.A4.0. Food Balance Sheets. Allow-
ance has been made for losses and changes in stocks.

The consumption of edible oils and fats has been ad, d for slaughter fats ob d from farm killings.

United Kingdom :

All figures have been taken from the Monthly Digest of Statistics, February 1951. The data have been adjusted by excluding
the consumption of poultry, rabbits and game. Offal 1s included.
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3. INDUSTRIAL PrODUCTION OF THE U S S.R. AND EASTERN EUROPE (TABLES 12 AND XXV)

Industrial Production in the U.S.S.R. (Table 12)

The data for 1937 have been taken mainly from Draft of the Third Five-year Plan for the Development of the Nattonal Economy
of the U.S.S.R. 1938-1942, Moscow 1939 (in Russian) ; those for 1938 from Socialist Construction in the U S.S.R. 1933-1938,
Moscow 1939 (in Russian). The planned figures for 1950 have been taken from the law on * The Five-year Plan for the Rehabult-
tation and Develop of the N 1 E y of the U.S.S.R., 1946-1950", Moscow 1946 The actual output figures in 1950
are based on * The Report on the Fulfilment of the Five-year Plan 1946-1950 " (Pravda, 17 Aprl 1951), which gives the 1950
index numbers 1n relation to 1940 The 1948 and 1949 output figures have been derived from the 1950 output on the basis of the
annual percentage increases as indicated tn the annual reports on plan fulfilment. The actual figures for 1940 have been drawn
from the sources listed below Where data for other years have been obtained from sources other than those indicated above,
these other sources are also given.

Coal and Ligmite . Soviet News, 31 January 1947.
Crude Ou. Kalendar Spravochnmik 1948, p. 99.
Electric Power  Kalendar Spravochnik 1948, p. 94. The 1949 figure 1s based on a statement by G Malenkov, Deputy

Chairman of the Council of Ministers of the U S S.R., which indicates that the 1949 production was 62 per cent more than that
of 1940 (Pravda, 10 March 1950). The 1948 figure has been derived from the preceding one by applying the official annual increase

Pug Iron, Crude Steel and Rolled Steel  E. Lokshin, Industry in the U.S.S.R., Moscow 1948 (English edition, p 95)

Copper :  The Economic Results of the U S.S.R. in 1940 and the Plan of National Economic Development for 1941, by N A.
Voznessensky, states that in 1940 the output of copper increased by 65 per cent over that of 1937 The 1937 figure has been
derived from the 1938 output of 103,200 tons on the basis of the annual increase indicated by Indusiriya, 8 February 1939

The 1948, 1949 and 1950 figures have been calculated on the basis of the annual percentage increases since 1945 The 1945
output is based on that of 1950 and the statement 1n the law on the Five-year Plan that the 1950 output would be 1.6 times that
of 1945.

Equipment for Iron and Steel Mills  Pravda, 24 April 1946.

Metal-working Machine-tools  The 1940 production is based on the indication that the 1950 production—scheduled to
be 74,000 units—represents 11, times that of 1940, E. Lokshin (Soviet Industry in the New Five-year Plan, Moscow, 1946, p. 37
(in Russian) It was not possible to give the actual absolute figures for the post-war period because of the non-comparable
definition of the available data.

Tractors : The 1949 and 1950 figures are given in the annual Reports on Plan Fulfilment (Pravda, 18 January 1950 and
Soviet News, 29 January 1951) The Report on Five-year Plan Fulfilment stated that the 1950 output in 15 BHP units was
3.8 times that in 1940. The 1940 and 1950 figures are expressed 1n numbers units as no data are available for expressing them
in 15 BHP umits  The 1940 figure 1s taken from E. Lokshin, Soviet Industry in the New Five-year Plan, p 40

Combined Harvesters  The 1949 and 1950 production figures are given by the annual reports on plan fulfilment. The 1950
index number n relation to 1940 is taken from the Report on Five-year Plan Fulfitment. The 1940 figure has been derived from
the 1950 production applying the preceding index number.

Electric Motors Index numbers for 1950 production of motors up to 100 kW are derived from a statement by G M.
Malenkov which indicates that the production in 1949 was 2.5 times that in 1940 As regards motors of over 100 kW on a
statement by N. A. Bulganin, Deputy Chairman of Ministers of the Soviet Union (Bolchevik No 21, 1950)

Mineral Fertilizers + Bulganin (loc. cit.) stated that the 1950 production of muneral fertilizers was nearly twice that of 1940,
The 1940 figure 1s derived from data given in Khimicheskaya Promyshlennost, No. 4, 1947, p 1.

Cement E Lokshin, Soviet Industry in the New Five-year Plan, p 62 Tsement, No. 2, 1947, gives planned output in 1947
as being at the pre-war level (5 8 million tons), and exceeding the 1946 output by 71 per cent The 1947 actual output has becn
obtained by applying the published annual per to the 1946 output thus computed. The 1948, 1949 and 1950
production figures are also based on the annual percentage increases.

Industrial Timber Lesnaya Promyshlennost, No 6-7, 1946, indicates the 1950 planned output as 190 million cubic metres.
In Trudy Instituta Lesa, Vol 1I, 1948, it 1s stated that the 1950 output would be 59 per cent over 1940.

Paper Pravda, 12 April 1946. In Trudy Instituta Lesa, Vol. I1, 1948, p. 44, 1t 1s said that “ 1950 production will be more
than four times that of 1945 ".

Window Glass . Pravda, 21 March 1946.
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Cotton Fabrics : Tekstil'naya Promyshlennost, No. 10, 1947, p 4, gives the 1950 output as 120.6 per cent of 1940 (which
results 1n a 1940 figure of 3,886 million metres) and 292 per cent of 1945 The 1948, 1949 and 1950 figures have been derived
from the 1945 production, by applying the annual percentage increases. The 1949 figure 1s also based on a statement by G. M.
Malenkov (10 March 1950) which says that the 1949 output was 2.2 times that of 1945.

Wool Fabrics Trud, 17 Apnl 1946, gives the 1950 planned output in physical units and states that it will be 132.5 per cent
of 1940. The 1949 figure 1s based on a statement by A. Kosygin, Deputy Chairman of the Council of Ministers of the USSR,
that the 1949 output surpassed 1940 by 35 per cent (Pravda, 21 December 1949). The 1948 and 1950 figures are based on the
1949 output by applying annual percentage increascs given in the reports on plan fulfilment.

Silk Fabrics - Tekstl’'naya Promyshlennost, No. 10, 1947, gives 1950 planned output in physical units and also as 203 per
cent of 1940. In the speech by A. Kosygin mentioned above, 1t 1s also stated that in 1949 the output was 46 per cent greater
than 1n 1940. The 1948 and 1950 figures are based on the 1949 output, together with the published annual percentage increases.

Leather Shoes © Lyogkaya Promyshlennost, No 3-4, 1946, indicates that the 1950 planned production in physical units
was to exceed that of the last pre-war year by 17 per cent The 1948 and 1950 figures have been derived from that of
1949 on the basis of the annual percentage increases The 1949 production has been computed on the basis of G M. Malenkov’s
statement that output for this year was 2 6 times that of 1945 which, according to a statement by Lukin, Minster of Light
Industry, was one-quarter of the planned output for 1950

Burter E Lokshin, Soviet Industry in the New Five-year Plan, states that the 1950 planned output of butter which is given
1n physical units 1s to be 33 per cent higher than that of 1940

Sugar - L. Volodarski, The Post-war Five-year Plan in Action, 1947, states that the 1950 production target, as indicated
in the Plan, would be almost 250,000 tons more than in 1940

Index Numbers (1949 == 100) of Production in Eastern Europe and in the U.S S.R. in 1950 (Table XXV)

The data shown 1n the table have been taken from the following reports on plan fulfilment

Bulgaria  Report of the State Planning Commussion on the Fulfilment of the Economic Plan for 1950, Otechestven Front
(National Front), 30 January 1951

Czechoslovakia  Report of the State Planning Cc on on the Fulfil of the Economic Plan for the Second Year
of the Five-year Plan, Rude Pravo, No. 25, 21 January 1951 The production of hard coal and lignite 1s given 1n
Hospodar No 1, 4 January 1951.

Eastern Germany . Report of the State Planning Commussion on the Fulfilment of the Economic Plan 1n 1950, Stanstische
Praxis No. 2, February 1951.

Hungary  Report of the Central Statistical Office on the Fulfilment of the National Economic Plan in 1950, Szabad Nép,
23 January 1951,

Poland  The Report of the State Planming Commission on the Fulfilment of the Economic Plan in 1950, Gospodarka
Planowa No. 2, Fcbruary 1951.

Rumama  The Statement of the State Planning Commussion on the Fulfilment of the Economic Plan in 1950, La Roumanie
Nouvelle, No. 61, 16-28 February 1951,

Soviet Unmion  Report of the Central Statistical Administration of the U S S R. Council of Ministers on the Fulfilment
of the Economic Plan in 1950, Soviet News, published by the Soviet Embassy in London, No. 2475, 29 January
1951.

Yugoslavia - Report of the Federal Planming Commussion on the Fulfilment of the Economic Plan in 1950, Politika,
21 January 1951,

V. INDEX NUMBERS OF AGRICULTURAL PRODUCTION (TABLE 14)

The 1ndex numbers of agricultural production shown in thc table have been supplied by the Food and Agriculture
Organization of the United Nations. They were computed according to the formula

ZPoa
Z Po Qo
where p, — the average world export untt value of the commodity in the base period (1934-38)
qo = the average annual production of the commodity 1n the base period
and q, = production of the commodity in the given year

The indices are essentially index numbers of gross production and relate only to current output for current use. However,
gross production has largely been adjusted for duplication by deducting that part of output which 1s used as fodder Increases
1n capital, e.g 1n the form of larger herds of livestock, are not included.



The commodity composition of the index for each individual country 1s 1dentical, except in so far as no figures may be
available or production data could not reasonably be estimated. The same prices have been applied to the production data for
each country

Details of the method of computation are given in FAO Index Numbers of Food and Agricultural Production, Progress
Report, Food and Agriculture Organization of the United Nations, Washington, November 1950.

Index numbers calculated on the basis of a umform commodity coverage and uniform prices for individnal countries
are, in many instances, different from indices published 1n official national publications, as will be seen from the following table :

Comparison of FAO and National Index Numbers of Agricultural Production

Country FAg;:%esx zulrgobers National index numbers
B ~ | 1947 1948 1949 | Baseyear 1947 1948 1949 1950
Finland . 87 106 108 1938 84 93
France 77 96 96 1938 71 91
Western Germany . 64 71 84 1936 .. 79 88
Greece 89 83 1939 64 62 72 68
Hungary . 64 98 94 1934-1938 71 90 87 .
Ireland 92 97 97 1937 96 94 99
Italy 89 97 102 1938 78 85 90
Netherlands 88 104 117 1935-1939 68 76 100
Norway 91 100 106 1938 82 104 110 123
Spain 93 83 90 1940 111 101
Turkey 103 118 102 1938 91 119

Note — The FAO index numbers and some of the national index numbers refer to agricultural years, beginning 1 July of the year stated The
two sets of index numbers are not always strictly comparable as regards coverage, e g the national index for the Netherlands excludes vegetables
and the index for Turkey excludes hivestock and dairy products

The index numbers for total European production have been calculated by the Research and Planning Division The
weights refer to net agricultural output, expressed in the same prices as those used for the computation of the index numbers
for individual countries, allowance having been made in calculating the weights for consumption of fertihzers and oilcakes
For detatils, see Economic Survey of Europe win 1949, p 232. For Hungary, the 1949 figure shown as an FAO index number
has been estimated from the 1948 index on the basis of the national index numbers for 1948 and 1949

VI. SPECIAL DATA AND CALCULATIONS RELATING TO RAW MATERIALS
(TABLEs 1, 2, 30, 31, 34-37, and text, Chapter 1, p 15, and Chapter 3, p 82)

1. INDUSTRIAL PRODUCTION AND SUPPLIES OF RAW MATERIALS (TABLES I AND 2)
(a) World Production and Supplies (Table 1)
The index numbers shown 1n Table 1 have been calculated as follows :

World Manufacturing Output
The index has been taken from the Monthly Bulletin of Stauisncs, United Nations. The Soviet Union has been excluded
and the oniginal base 1937 = 100 has been shifted to 1946-1950 = 100.

World Output of Textiles

The index of world yarn production has been arrived at on the basis of total production of yarns, expressed 1n metric tons.
It covers all countries for which sufficient data were available. The figures have been taken from the Statistical Yearbook 1949-50,
United Nations, and the Monthly Bulletin of Statistics, United Nations. The index numbers thus obtained for cotton yarns
and wool yarns have been combined with relative weights * 2 and 1, respectively.

The index for tissues has been arrived at 1n the same way. Where the production data are given i metres or square metres,
these figures were converted into metric tons on the basis of conversion factors derived from the export statistics of the United
Kingdom. Although this method is fairly rough, 1t is bel d that the infl of possible errors on the movements shown by
the index numbers 1s of relatively minor importance. Cotton and woollen tissues have been combined in the same way as the
yarns.
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World Output of Metals and Engineering Products

The index of metal production includes pig iron and those non-ferrous metals, the ores of which are included 1n the index
of raw material output. The index has been calculated in the same way as that for raw material output, which is described below
The 1948 wholesale prices 1n the United States, as well as the production data for 1950, have been taken from the Monthly Bulletin
of Staustics, United Nations  Production figures for previous years have been derived from the Statistical Yearbook 1949-50

The engineering index includes the United States and Europe only. However, these two regions cover at least 80 per cent
of total world engineering output.

The index for the United States has been derived from the Statistical Abstract of the United States 1949 and Survey of Current
Business  The index numbers shown in these two publications for transportation equipment and machinery have been combined,
with relative weights (1935-39) . 35 4 and 64.6, respectively  The original base 1935-39 = 100 has been shifted to 1946-50 = 100.

The index for Europe has been taken from Table 9 of this SURVEY. The two indices for the United States and Europe have
been combined on the basis of finished steel consumption, with relative weights (1946) 73 1 and 26.9, respectively

World Production of Raw Materials
The index of world output of raw materials reflects the movements of their gross production value 1n constant 1948 United
States prices. It has been calculated according to the formula

Zaq
1, = <208
290 Pag
where
q, = quantity produced during year 1
qo, = average quantity produced in 1946-1950

psg = United States wholesale price in 1948

The commodities included are . 1iron ore, copper ore, lead ore, zinc ore, tin ore, bauxite, rubber (natural and synthetic), sulphur
(including S-content of pyrites), raw cotton, raw wool and wood-pulp.

The price data have been taken from the Monthly Bulletin of Stausncs, United Nations (for rubber, raw cotton, raw wool
and wood-pulp), Stanstical Abstract of the United States (for iron ore) and the Minerals Yearbook, Bureau of the Mines (for
non-ferrous metal ores and sulphur). The prices of ores have been converted into dollars per unit of metal content. In the
absence of wholesale price quotations, United States import unit values have been taken to value the output of non-ferrous
metal ores

All production data have been taken from the Srafistical Yearbook 1949-50, United Nations, and, for 1950, from the
Monthly Bulletin of Stanstics, United Nations, with the following exceptions

Tin  Stausnical Bulletin, International Tin Study Group, The Hague.

Other non-ferrous metal ores  The 1950 figures have been estimated on the basts of figures shown in The Iron Age, New York.

Rubber  Rubber Stansnucal Bulletin, International Rubber Study Group, London

Sulphur  The 1950 figure has been estimated on the basis of the production 1n the United States, by far the most important
producer of sulphur  Source . Survey of Current Business

Raw Cotton  Cotton, International Cotton Advisory Committee, Washington.

Raw wool Wool Intelligence, Commonwealth Economic Committee, London.

(b) Industrial Production and Supplies in Particular Countries ( Table 2)

The same general method of comparing index numbers of industrial activity on the one hand, and supplies of industrial raw
materials on the other, has been applied, on a national scale, in Table 2

For each of the countries considered, two quarterly index numbers (1949 = 100) have been computed, showing the move-
ments of industrial activity and raw materials supplics (excluding fuels) The ratio of these two index numbers indicates in what
way the relation between current supplics and current industrial requirements differs, in any given quarter, from the average
relation prevailing in the year 1949.

Index Numbers of Industrial Activity

The index numbers have been computed on the basis of the official production indices, the sources for which are indicated
above n section II, 3. However, 1n order to arrive at indices comparable with the index numbers of raw matenals supplies
which are described below, the component series of the general index numbers of industrial production have been reweighted
according to the value of the raw materials included 1n the calculation described below, processed by the various industries during
the base year These relative values of raw matertal input were estimated from various sources, mainly censuses of production,
carried forward, where necessary, to the base year.
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Index Numbers of Supplies of Raw Materials

The index numbers are intended to show variations 1n apparent 10n, i.e. production plus imports minus exports,
of the principal raw matenals. No is taken of ch in stocks. The following raw materials have been considered

in all countries, with the exceptions noted.

Raw cotton (including linters)

Raw wool and wool tops

Jute, flax, hemp and other textile fibres (except Italy)
Hides and skins

Rubber

Timber (except France)

‘Wood pulp

Iron ores and concentrates

Steel scrap (trade only) (except United States and France)
Bauxite (United States and France only)

Aluminium (except France)

Copper (including ores and concentrates)

Lead " w o M

Nickel " . . (except France)
Tin " w o» "

Zinc " "

» "
Sulphur and pyrites (except western Germany and Italy)
Potash (except United States and Italy).

The figures on apparent consumption, or supplies, which are expressed in physical units, have becn weighted at 1949 average
domestic wholesale prices as regards home production, and at average 1949 import and export unit values as regards imports
and exports, respectively. Items which were found to be nsignificant in global value were omitted as noted in the foregoing
list. In Italy, moreover, home production was in all cases found to have a negligible effect on supplies and was therefore left
out of consideration The necessary adjustments have been made to avoid double counting throughout The data on home
production have been taken mainly from the following sources

United States  Survey of Current Business.

United Kingdom  Monthly Digest of Statistics.

Germany

Western zones Wirtschaft und Statistik.

France  Bulletin mensuel de statistique.

Italy :  Bolle le di S a.

The figures on imports and exports are from the official trade statistics.

2. PROSPECTIVE RISE IN EXPORT PROCEEDS OF OVERSEAS PRIMARY PRODUCING COUNTRIES (see text, Chapter 1, p. 15).

The calculation referred to in the text of Chapter 1, p. 15, has been made as follows. The imports of the United States and
of Europe from the rest of the world during the period from October 1949 to September 1950, which largely precedes the full
impact of the Korean war on world trade 1n raw materials as regards both volume and prices, have been determined from the
national trade statistics for the major foodstuffs and industrnal raw materials. The commodities considered are :

Bread grain Crude oils
Coarse grain Refined hquid fuels
Ouls, fats and oilseeds Non-ferrous ore concentrates
Sugar Copper (unwrought)
Meat Lead
Coffee Tin
Tobacco Raw cotton
Cocoa beans Raw wool
Oilcakes and fecding-stuffs Raw hides and skins
Crude rubber

Together, these commodities accounted for about three-quarters of the exports of primary producing countries to the United
States and to Europe during the twelve-month period from October 1949 to September 1950.



— 233 —

In order to arrive at an approximate minimum estimate of the dollar proceeds which the exports of foods and feed ing-stuffs
and raw matenials from the overseas primary producing countries to the United States and Europe might reach, representative
world prices for each of the commodities listed were chosen for May and December 1950, and the change in these representative
prices from the first to the second period was then applied to the export values of the 19 commodities histed. The increase 1n
total value thus calculated amounted to $3 2 billion

The estimate of $3 to $4 billion given 1n the text of Chapter 1 must be considered as a mimmum estimate, for the following
two reasons In the first place, no allowance 1s made for any price increase in other foodstuffs and raw matenials which from
October 1949 to September 1950 accounted for about one-fourth of the total export proceeds. Second, prices n May 1950,
while preceding the outbreak of the Korean war, were on the whole higher than the average for the period considered, while
prices 1in December 1950 were still substantially below the level they reached during the first five months of 1951, and are to that
extent likely to be exceeded by average prices received by overseas primary producing countries for their exports during the
current year.

3. PRroODUCTION, CONSUMPTION AND STOCKS OF PARTICULAR RAW MATERIALS (TABLEs 30, 31, 34-37)

(@) World Production and Consumption of Non-ferrous Metals ( Tables 30 and 31 and text, Chapter 3, p 82)

General

In view of the fact that data on the production of secondary metal are either not available, unrehable or non-comparable,
the data relate throughout to primary metal only. However, 1t has not always been possible to imit the consumption data in
this way, particularly as regards copper and aluminium for the United States, Germany and Japan.

World Production

Production data have been taken from the Statistical Yearbook 1949-50 and the Monthly Bulletin of Statistics, United Nations
An adjustment has been made 1n the pre-war world production figures to include only the western zones of Germany on the
assumption that all tin metal, about three-quarters of the aluminium and zinc, one-quarter of smelter copper produced, and most
of the lead refined 1in Germany 1n 1936-38, was produced 1n the western zones The 1950 estimates for the production of all metals
1n Yugoslavia are approximate For lead, the United States production includes antimonial lead of which a substantial proportion
1s derived from scrap

World Consumption

For the United States and the United Kingdom, the consumption statistics relate to the actual consumption by fabricators,
i e allowing for changes 1n stocks held by producers, the Government, traders and fabricators. For other countries stock changes
have been taken into account only in so far as information 1s available The sources used for copper, lead and zinc are the
Yearbooks and Reports of the American Bureau of Metal Statistics Where the consumption data in these publications are stated
to have a limited coverage, or to iclude large amounts of scrap, the figures were adjusted on the basis of data shown 1n Statisti-
ques, Cuivre, plomb, zinc, étain, aluminium, argent, or, Minerais et Métaux, Paris 1950, and of national sources on production
and trade.

Figures on aluminium consumption are available only for the United States and the United Kingdom. For other countries
included under ** Rest of the World ™ the consumption data have been obtamned by difference, t e by deducting United States
consumption and net exports to the Soviet Union and eastern Europe from world production, adjusted for stock changes

The data on tin have been taken from the Yearbooks and Bulletins of the International Tin Study Group

With regard to all non-ferrous metals, world consumption has been adjusted to include only the western zones of Germany
m 1936-38

The net exports to the Soviet Union and eastern Europe include exports to Bulgana, Czechoslovakia, Hungary, Poland and
Rumania The data are taken, for the pre-war period, from the trade statistics of these countries, and, for post-war years, from
the trade statistics of the supplying countries

Strategic Stocks

For the years 1948-1950 the figures shown relate to the Umited States only. While data on strategic stock-piling by commodi-
ties are not published officially, the estimates have been assembled from scattered information published 1n the world Press,
from various United States official statements and from independent calculations of the difference between total disappearance
and total consumption by fabricators The estimates for the year 1951 relate to the United States and the United Kingdom only
For the United States, these estimates are based on indications available 1n April 1951 of stock-pihng plans  For the United
Kingdom, the estimate 1s based on the stock levels during World War II, and on the planned expenditure by the Ministry of
Supply during 1951. The margin of error to be attached to these estimates 1s large
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Residual

These residuals are the product of a number of muscellaneous factors * no allowance 1s made for the net imports of eastern
Germany of metal produced outside the Soviet Union and eastern Europe ; the impossibility of excluding, 1n certain cases,
secondary metal , errors in the estimates of strategic stocks and, finally, changes in commercial stocks are also included in the
residuals

Defence Production Requirements in 1950 and 1951 (Chapter 3, p. 82)

The cstimates in Chapter 3, p. 82, of the probable requirements of the various non-ferrous metals for the armaments pro-
grammes refer to the requirements of the United States and western Europe

Requirements for the major metals have been published only for France (Le Monde, 9 February 1951) For the United States
and the United Kingdom, the estimates have been drawn up on the basis of total supples of each non-ferrous metal in 1950,
the expected supplies 1n 1951 and the proportions of these supplies likely to be devoted to defence production In the case of the
Unuted States, the estimates were reviewed 1n the light of indications as to requirements which have appeared in the press, in the
Economic Report of the President, January 1951 and in Building America’s Might, Office of Defense Mobihzation, Apnl 1951.
It has not been possible to find similar confirmation for the estimates drawn up for the United Kingdom. For other western
European countries, the increase in estimated requirements between 1950 and 1951 has been based on the increase in defence
expenditure according to the national budgets

The results of these various estimates are, of course, subject to very wide margins of error.

(b) World Production and Consumption of Raw Cotton, Raw Wool and Rubber ( Tables 34-36)

The data have been taken from the following sources *

Cotton Report on the Developing World Cotton Situation, International Cotton Advisory Commuttee (ICAC), May 1950
Cotton, Quarterly S ! Bulle ICAC, Sep ber 1950
Cotton, Monthly Review of the World Sttuation, 1ICAC

Wool . World Wool Digest, International Wool Secretariat, especially issue of 20 December 1950
Wool Intelligence, Commonwealth Economic Committee (CEC)
Commodity Reports, Wool, Food and Agriculture Organization of the United Nations (FAO) March 1950.
World Fibre Survey, FAO, 1947.
Textile Fibres, CEC, 1951.
Rubber Rubber Statistical Bulletin, Rubber Study Group
Synthetic Rubber, Recommendations of the President transmitted to the Congress, Washington, January 1950
Plantation Crops, CEC, 1950
The figures for wool consumption are given for calendar years, whereas production data refer to seasons. The figures on world
consumption for the seasons shown in Table 35 have been obtained by averaging two consecutive calendar years
In order to exclude 1n all the three tables the Soviet Union and eastern Europe for which estimates of production and con-
sumption are not complete 1n the sources listed above, certain additional estimates had to be made. In particular, the consumption
of cotton, wool and rubber 1n the Soviet Zone of Germany has been estimated on the basis of the regional distribution of output
in the consuming industries, as shown in the industrial census of 1936

The strategic stocks of rubber, which are not included in the data on stocks contained in the publications histed above, and
hence are also excluded from the stock figures shown 1n Table 37, have been estimated as a restdual by comparing imports, con-
sumption and changes in recorded stocks This residual must be considered as a conservative estimate, as the American stockpile
was believed to be 450,000 tons even at the end of 1949 (see The Economust, 10 February 1951)

(¢) Visible Stocks of Selected Raw Materials (Table 37)

The sources from which the data in the table have been taken are the following :

Non-ferrous metals  For copper, lead and zinc all series relating to British countries are taken from the Bulletins of the British
Bureau of Non-Ferrous Metal Stanisnies. All United States data and the copper data for * other producers " are from
the Yearbooks and Reports of the American Bureau of Metal Statstics, from which additional information has also
been recerved directly The figures on alumimum in the United States are from Minerals Yearbook, United States
Department of the Interior. All data on tin are from the Sratistical Bulletin of the International Tin Study Group.

Natural Sulphur  The United States figures are from the Survey of Current Business. The United Kingdom figures are from the
Monthly Digest of Statistics

Cotton, Wool and Rubber  The figures have been taken from the publications listed in the preceding section.



— 235 —

VII. NUMBERS OF LIVESTOCK, ELECTRIC GENERATING CAPACITY
AND VARIOUS TYPES OF EQUIPMENT GOODS (TABLES 13, 15, VII, XIX AND XXI-XXIII)

Livestock Numbers in the US S R (Table 13)
Total Livestock

1928 and 1945 : A Baykov, “ Agnicultural Development 1n the U.S.S R. ", (Bulletins on Soviet Economic Development,
No. 2, Birmingham 1949).

1937 —pre-war territory . Draft of the Third Five-year Plan for the Development of the National Economy of the U S S.R.
1938-1942, Moscow 1939 (in Russian)

1937 —post-war territory :  Annuaire de Statistique agricole 1938-1939, Rome 1939 ,
Maly Roczmik Statystyczny 1939, Warszawa 1939 ;
Statistisches Jahrbuch fur das Deutsche Reich, 1939-1940 ,
Anuarul statstic al Romanier 1939 si 1940, Bucuresti 1940

1950 : Soviet News, 29 January 1951

Livestock 1n Collective Ownership

1937 and 1940  Draft of the Third Five-year Plan, quoted above , N Voznesenski, Voennaya Ekononika SSSR v period
otechestvennot voiny, Moscow 1947,

1950 . Statement by N. A Bulganin (Bolchevik No 21, 1950).

Numbers of Cattle and Pigs (Table 15)

The figures for cattle include both dairy and other cattle

The data shown for the various countrics refer, for the pre-war period, to the latest estimate up to 31 December 1939, for
post-war years to the count or estimate ncarest to 1 January in the twelve months extending from 1 October to 30 September of the
years indicated  Therefore, the data given do not nccessarily relate to the same dates for different countries However, the
data for the same country relate to approximately the same dates for all years

The figures have been supplied by the Food and Agriculture Organization of the United Nations They are based on
Government rephes to questionnaires and official government publications, su,plemented by estimatcs of the F A O secretanat
The latter estimates, however, are 1n most cases based on data given 1n various national official or semi-ofticial publications

In a few instances where national publications show more recent figures than those communicated by the Food and
Agriculture Orgamization, these national figures have been given preference  Sometimes, for reasons of comparability, e g.
if these data refer to dates different from those for previous years, the figures for previous years have had to be adjusted as
well

Electric Generating Capacity (Table VII)

The figures relate to the electric generating capacity, including the capacity of private industnal generating electricity
for their own use, unless otherwise stated 1n the footnotes to the table

The figures which have been supplied by the Power Section of the Power and Steel Division, Economic Commussion
for Europe, have, in most cascs, been communicated by the authonitics of the countries concerned  The data occasionally differ
from statistics given in national publncauons,'mostly because the coverage in national sources 1s less comprehensive  For
countries from which no official replies to questionnaires have been received, the data have been taken from national sources.

Stock of Commercial Vehicles (Table XIX)

The figures relate to lorries, *buses, tractor and semi-trailer combinations Taxis, hired cars, trolley-buses, trailers, farm
and road tractors are excluded.

The figures, which have been supplied by the Transport Division, Economic Commission for Europe, have, in most
cases, been communicated by the authonties of the countries concerned For countries from which no official replies to question-
naires have been received, the data have been taken from national sources

The figures for France and Italy for 1950 have been estimated on the basis of net additions to the stock, 1 e production
minus net exports, with an allowance for withdrawals The 1950 figure for the United Kingdom, which has been estimated
on the basis of figures shown in the Monthly Digest of Statistics, has a slightly different coverage from data relating to other years
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Numbers of Railway Locomotives and Number and Capacity of Railway Wagons (Tables XXI and XXII)

The figures which have been supplied by the Transport Division, Economic Commussion for Europe, have, in most cases,
been communicated by the authorities of the countries concerned. For countries from which no official replies to questionnatires
have been received, the data were taken from Statistique Internationale des Chemins de fer, Union mternationale des Chemins
de fer, and from national sources.

The figures differ sometimes from those shown 1n other international and national publications, mainly because of
differences of definition, e.g. the figures shown may refer to standard gauge only, whilst national statistics give narrow gauge
as well. The definitions adopted are not the same 1n all countries since, for each country, those series have been taken which
are comparable for pre-war and post-war years

The data shown refer to standard gauge only in the case of Austria, western zones of Germany, Italy, Luxembourg,
Portugal, Switzerland and the United Kingdom. In the case of Norway, the pre-war figures include narrow gauge ; for post-war
years narrow gauge 1s excluded. Itis believed, however, in view of the extensive conversion of narrow gauge wagons into standard
gauge, that 1n this way the most comparable figures are obtained. For all other countries the figures shown include both standard
and narrow gauge.

Numbers of Tractors on Farms (Table XXIII)

The figures relate to stocks of agricultural tractors, including two- and three-wheel and tracklaying tractors, but excluding
garden tractors. The figures, which have either been communicated by the authorities of the countries concerned, or are estimates
based on additions and scrapping, have been supplied by the Industry and Materials Diviston, Economic Commussion for
Europe. In addition, the following sources have been used :

Austria © Statistische Nachrichten, 1947, No. 3, p. 54.
Belgium  Commodity Report, Chapter C, Agricultural Machmery, E.C.A, 1948, p 3.

Bulgaria  Obzor bolgarskogo selskogo hozjaistva i dame o kooperativnom zemlepolzovamu 1 Bolgarn, Prague, 1947, p 21 ;
Free Bulgaria, 19 June 1949. The 1950 figure has been obtained from the Plan Fulfilment Report.
Czechoslovakia : A e Si 1938, p. 118 ; Czechoslovak Five-year Plan, Bulletin, National Bank 1949, Nos 11-12.

The 1950 figure has been obtained from the Plan Fulfilment Report.

France :  Statistique Agricole Annuelle, 1939, p. 219 ; Usine Nouvelle, 1 March 1951.

Germany .

Western zones ©  Statistische Berichte, 26 June 1950.
Soviet Zone  German Economic Press Review, 3 November 1949 and 10 November 1949 , Sovier Momitor, 24 July 1950.

Greece :  Survey of the Farm Machinery Sttuation in Europe, Food and Agriculture Organization of the United Nations

Hungary  Beszéls Szdmok, 1949, No. 1, Statistical Department of the National Trade Union Council ; Szabad Nép, 5 February
1950 and 23 January 1951.

Netherlands : Commodity Report, Chapter C, Agricultural Machinery, E C.A, 1948, p. 3.

Poland :  Gospodarka Planowa, 1948, No. 7 and 8, 1950 No 1 and 1951 No 1 ; Trybuna Ludu, 1949, No. 13

Rumania  Annuarul Statistic 1939/40, p. 516, Recenséméntul Agricol din Republica Populard R , 1948, p. 31 ; Informations

Roumaines, 22 February 1950, Paris ; La Roumame Nouvelle, 28 February 1951

Sweden  The pre-war figures shown n various sources vary from 10,000 (Survey of the Farm Machinery Situation in Europe,
Food and Agriculture Organization of the United Nations) to 22,500 (Commodity Report, Chapter C, Agricultural
Machinery, EC.A.) A figure of 20,000 has been taken.

Switzerland :  Commodity Report, Chapter C, Agricultural Machinery, E.C.A., p 3. Bulletin, C1.G.R, Morges, August 1948.
United Kingdom :  Agricultural Machinery, Political and Economic Planning, London, 1949

Yugoslavia  Borba, 28 April 1950 ; Rapport Annuel 1950 du Gouvernement de la R.FY. @ PI'Organisation des Nations Unies
pour I' Alimentation et I Agriculture.
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VIII. NATIONAL INCOME AND INVESTMENT (TABLES 23-25, 65 AND XXVI)

1. Gross AND NET NATIONAL INCOME AND INDIRECT TAXES NET OF SuBsIDIES (TABLE XXVI)

All data are given in national currency at current prices.

The figures of gross national income have, as far as possible, been adjusted with a view to making them more comparable
as between countries. In particular, an attempt has been made to adjust the figures on gross capital formation to a common
defimtion, mainly by including only depreciation proper, but excluding maintenance and repair.  These adjustments are described
below 1n Section 3.

The data on nct national income are also fairly comparable, 1n so far as 1t may be assumed that any differences 1n the
national definition of gross investment are compensated by corresponding differences in the national defimition of depreciation, etc.
Other adjustments have been made, along the lines set out in National Income Statistics 1938-1948, Statistical Office of the
United Nations, 1950, Chapters II and 1V.

The data given at factor costs may be converted into data at market prices by adding the figures for indirect taxes net of
subsidies given 1n the table.

2 Gross INVESTMENT IN FIXED CAPITAL (TABLEs 23-25)

Fixed capital 1s defined as including buildings and other constructions, machinery and transport equipment, but excluding
both armaments and constructions for defence purposes and consumers’ capital other than dwellings. Private cars are included
1f purchased on business account  Gross investment n fixed capital covers all expenditures incurred for the purpose of installing
new fixed capital, whether for replacement or renewal or for addition to capacity, and the reconstruction of fixed capital ~ All
expenditure on current mamtenance and reparrs 1s excluded  As the concept of gross investment used by a number of countries
does not conform to this definition, adjustments have been made to the onginal figures details of which are set out below under
the country headings.

As a consequence of the exclusion of current maintenance and repair expenditures from gross investment, the relative levels
of vestment between countries and between economic sectors within countries are somewhat different from the figures given
in last year’s SURVEY Moreover, for a number of countries, figures have been corrected in the light of later and revised infor-
mation which has become available.

The calculation of net investment has been abandoned.  Although 1t 1s 1n principle comparable from one country to another,
compar:sons suffer from a large degree of error due to the arbitrary element 1n the calculation of capital consumption. In past
years, national estimates of capital consumption were adjusted so as to make net investment in a given country comparable from
one year to another, but because of the varying practices used by the different countries in estimating capital consumption, 1t
was not possible to make fully valid comparisons of nct investment as between countrics

No change has been made to the defimtion of the economic sectors used 1n last year’s SURVEY.  “ Agriculture, fishing and
forestry ™ includes expenditure on equipment, on constructions and on land improvements, but excludes the value of the change
1n hivestock, 1n the stock of uncut timber or growing crops These are treated as investment in stocks. * Transportation and
communications ” includes the value of improvements made to roads but excludes vehicles purchased by other than transport
undertakings. “ Government and other sectors " includes investment by trade and commerce and by public authorities n
public works, schools, hospitals, administrative buildings, etc. but excludes expenditure for military and defence purposes

There were three stages 1n the conversion of the original figures 1n national currencies at current prices into United States
dollars at 1950 prices  Furst, the data were deflated to 1938 prices by the national indices of investment costs given in the table
below, whose derivations are set out under the separate country headings. Second, the deflated figures i national currencies
were converted into dollars at 1938 prices by the estimated parity exchange rates for industrial goods, first given 1n the 1948
Survey [Table B, p. 231, and (for Poland) p. 258]). Finally, the figures for each year in 1938 dollars were reconverted to 1950
dollars by applying the percentage increase between the year in question and 1950 of the United States price index for investment
goods. Thus, 1n principle, the data are fully comparable between countries and changes in relative investment costs from
pre-war to post-war are thus ehminated. However, 1t should bc noted that, since the parity rates are based on the prices of
industrial goods, they may not be fully representative of the relative levels of prices for investment goods in the different
countries 1n 1938, particularly in the case of buildings and other constructions. But although 1t 1s not yet possible to improve on
these rates, 1t 1s believed that they come substantially nearer to indicating the relative price levels of investment goods than the
official exchange rates of 1938.

The implied parity exchange rates for converting investment in national currencies in 1950 prices to U S dollars 1n 1950
prices, together with the offictal exchange rates for 1950, are also shown in Table E. The exchange rates imphied for the other
years may, of course, be derived from the movements 1n the investment cost indices.
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Table E
INDEX NUMBERS OF INVESTMENT COSTS
Levet of investment costs Exchange rate 1950
~ _| (US cents per unit of
. - national currency)
Country 1938 = 1(10 1947 = 100
Estimated Official
1950 1948 1949 1950 panty rate rate
Austna 615a 100/ 115/ 126/ 419 4.65
Belgium 3806 106 109 13 165 2.00
Denmark 223 107 11 116 152 145
Fintand 1,440 127 128 154 0.249 0435
France 1,770 172 194 208 0316 0286
Germany : western zones 199 ¢ 100/ 97r7 95/ 262 238
Ireland C 238 107 108 111 3580 2800
Italy 5,190 113 109 110 0177 0160
Netherlands . 320 104 105 114 322 263
Norway . 2524 116 121 126 151 140
Poland 10,000 ¢ 127 . 0300 ¢ 0980 ¢
Sweden 195 106 108 111 224 193
Switzerland 230 106 107 106 186 231
United Kingdom . 238 107 109 m 3580 2800
United States 195 121 119 123
a 1937 - 100 b 1936-38 = 100. € 1936 = 100 d 1939 = 100 € 1948 S 1948 = 100,

3. REAL VOLUME OF EXPENDITURE AND OUTPUT IN 1950 (TABLE 65)

The data on which the index numbers shown in Table 65 are based have originally been derived from the sources listed
below However, the published figures have been subjected to adjustments and transformation as described 1n the
following.

The volume of personal consumption 1n constant prices was available for Austria, western Germany, Sweden and the United
Kingdom. These countrics also gave Government consumption in constant prices, except the United Kingdom, where the
current value of Government consumption was deflated by the price index derived by comparing personal consumption at current
and constant prices  For Denmark, France, Ireland and Norway, consumption was deflated by the official cost-of-living indices,
while the general wholesale price index was used for Finland, where the cost-of-living index under-estimates the price increase
(see Bank of Finland, Monthly Bulletin, Nos 9-10, 1950, p 2) In the case of the Netherlands, the cost-of-living 1index had to
be adjusted downward (by about 2 to 3 per cent) because the unadjusted cost-of-living index was inconsistent with data on national
output in current and constant prices. The figures on capital formation at home (including changes in business inventories) have
been estimated by deflating the data in current prices by the investment cost indices given in Table E  The indices of imports
and exports are those given 1 Table XXVII  Real output was taken from national sources, except in the case of Ireland and the
United Kingdom, where 1t was estimated by adding up the national expenditure at constant prices In the case of the United
Kingdom, the estimate of real output includes changes 1n the invisible 1tems of the balance of payments (decflated by the official
export price index) The figures on terms of trade are derived from Table 42 and Monthly Bulletin of Statistics. They were
weighted into an annual average by the quarterly volume data shown in Table XXVII. The figures for real income have been
estimated by adjusting the real output for the loss which occurred through deteriorating terms of trade  This loss was estimated
by subtracting from real output the difference between the actual trade deficit of 1950 and the trade deficit (surplus) which would
have been the outcome if the 1950 commodity trade had been carried out at 1949 prices.

4. SoOURCES AND NOTES
The following abbreviations are used .

GI1. - Gross investment
LC. - Investment costs
IT. Indirect taxes, net of subsidies.
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The note relating to each country deals with :

A
B.

Austria

A.

B.

Belgium

A.

B.

Gross and net national income, and
Gross investment 1n fixed capital.

(1) Estimates communicated by the Osterreichisches Instutut fur Wirtschaftsforschung ,
(2) Gesamtschau der osterreichischen Wirtschaft in den Jahren 1948 und 1949 Osterreichisches Institut fur Wirtschafts-
forschung, Sonderheft 7, Wien 1950.
The data are from (1) and are also published in (2) For 1948 and 1950, I T were estimated from the budgets of the
public authorities. Depreciation i 1950 was assumed to represent the same proportion of gross national income as
n 1949

G.I. and I C. from (1)

(1) P van der Merren, * National Income, Gross National Expenditure and Related Totals 1n Belgium, 1938 and
1946-1949 », Economica-Documentatie, Vol. 1, No 1, August 1950 (Louvain, Belgium).
(2) Quatriéme rapport relatyf au probléme des investissements, Ministére de la coordination économique et du ré-
équipement national
(3) Cinquiéme rapport relatif au probléme des investissements, Ministére des Affaires économiques et des Classes
moyennes.
(4) Complementary information from the Ministére des Affaires économiques et des Classes moyennes
Data up to 1949 from (1) 1950 has been estimated on the basis of agricultural and industrial production and wholesale
prices. IT. were taken from the public budgets.
G I 1n fixed capital total, by economic sectors and by branches of industry for 1947 from (2) , for 1948 and 1949 from
(3) An estimate of the expenditure on current maintenance and reparrs included under public works was deducted
from the Transportation and the Government sectors Investment in coal miners’ dwellings was shifted from the
Industry to the Dwellings sector. The published figures for 1949 were adjusted downwards on the basis of (4) The
estimates of G.I. for 1950 are provisional, based on information given in (4) For all years investment for military
purposes was deducted
The T C 1index number is the simple average of (a) an average of the official wholesale price index number of con-
struction materials and an index of earnings in construction , and (b) the official wholesale price index numbers of
metals and metal products.

Czechoslovakia (1) Estimates (prepared by M Stadnik) communicated by the Government ,

(2) Hospodd¥, 6 April 1950 ,
(3) Prubeh plnemi hospoda¥skeho planu, Rok 1947

(The Fulfilment of the Economic Plan 1947) ,
(4) Vseru hlasy pro petiletku, Ministry of Information, 1949, p 199,
(5) Speech by M J Dolansky, Minister of Planning, 23 Jan 1951,
(6) Stratistucky Zpravodaj No 3, 1949

Figures for 1948 from (1), for 1949 from (2) Depreciation was assumed to be 8 per cent of net national income
Although Czechoslovakia has not been tncluded in Tables 23-25, 1t 1s thought useful to show here the following official
estimates of G I 1n current prices (in billion Ké&s) * 1947 25, 1948 * 30-35, 1949 65 ; 1950 : 92 These figures
have been obtained as follows * 1947 from (3), 1948 from (4), 1949 and 1950 from (5) Moreover, 1t 1s known from (6)
that the value of building activity in 1947 amounted to 15 1 and 1n 1948 to 24 2 billion Kés

It has not been found possible to express these data in terms of constant prices as the changes in I C. since 1947
are not known. The official wholesale price index number, which has not been published since September 1949, refers
to controlled prices. I.C, especially building costs, are known to have risen considerably more.

Denmark (1) Staustiske Efterretminger,

2) Stansusk Arsbog 1950,

(3) E Survey of Di k, National Budget for 1949 ,

(4) Economic Survey of Denmark, National Budget for 1950

(5) Information received from the Department of Statistics, Copenhagen
Data from (1), No 1, (2) and (5) Depreciation for 1950 1s assumed to represent the same proportion of net national
mncome as in 1949
Total G T 1n fixed capital 1947 to 1950 from (5). Expenditure on repairs (amounting to 29-36 per cent of the total)
was estimated on the bas s of information given in (3), (4) and (5) Investment in agriculture 1947 to 1949 from (1),
No. 11, 1950, mnvestment in dwellings 1947 to 1950 from (5) Investment by branches of manufacturing industry 1947
to 1950 was estimated on the basts of data given in (1), Nos 18, 1949, 28, 1950, and 13), 1951, for a sample of




Finland .

France *

A
B.

Germany
Wes

>

Greece

A.

Hungary
B.

firms; G 1. in each branch being obtained by inflating the figures given by the reciprocal of the sampling fraction (employ-
ment) shown for each branch and adjusting the results so that the totals agree with the final official estimates. For 1947,
expenditure on dwellings was deducted, for 1950, the official estimate for final investment was taken. The I.C. index
1938 to 1947 given 1n (2), p. 265, was linked to the index for 1947 to 1950 given 1n (5).

(1) Estimates communicated by the Central Statistical Office of Finland ;

(2) Economuc Survey of Finland, Economic Department of the Minstry of Finance, Helsinks 1950,
Data from (1) and (2).
G.L totals for 1947 to 1950 from (1) and (2), by economic sectors 1947 to 1950 from (1) For each year a deduction
of about 30 per cent was made to exclude current 1ce and repairs from total investment. It was not found
possible to make similar adjustments to the figures for investment by economic sectors.

The 1.C index for 1938 to 1949 1s given 1n (2), p 6. This was extrapolated through 1950 on the basis of the price

indices of capital goods and machinery imports and the official building cost index

(1) Estimates communicated by the Commussariat général du Plan and the Ministére des Finances et des Affaires
économiques ;
(2) Rapport sur les comptes écononuques de la Nation, Ministére des Finances et des Affaires économiques, Pans 1951 ;
(3) Deuxiéme rapport de la C des 1nv nts, Ministere des Finances et des Affaires économiques, 1949 ;
(4) Troisiéme rapport de la C des inv. s
(5) Etat des opérations du plan de modermisation, 1950, et d’équipement, Commussariat général du Plan, 1949.
Data for 1948 from (1), for 1949 and 1950 from (2)
Total G I 1n fixed capital 1947 and 1948 from (1), 1949 and 1950 from (2). Current maintenance and repair expenditure
which was deducted for each year, was taken at some 55 per cent of the value of building work included in the G.I.
figures, i e. at about 25 per cent of total GI G 1. by economic sectors for 1949 and 1950 was esttmated from informa-
tion given 1n (4) and (1) The figures 1n these sources are, however, not comparable with .hose given above as they
exclude privately financed renewals of equipment (** renouvellement ™), but include expenditure on current maintenance
and repairs if financed from public funds. The figures were adjusted by deducting an estimate of the large volume of
repairs included under * Dwellings ” and adding back an estimate of rencwals net of repairs to the * Industry ” and to
* Government and Other ™ sectors. It was d that the ma e 1tems included under the other two sectors
were offset by the renewals excluded. Investment in coal miners' dwellings given 1n (4) and (5) was shifted from coal
mining to *“ Dwellings ™, while an estimate of investment 1n roads and 1n the P.T T, included under “ Government ™
in 1949, was transferred to * Transportation ”. For all years investment for military purposes was deducted
The I C. index 1s given by (1)

tern zones (1) Wirtschaft und Statistik, December 1950 ,

(2) Bericht der Bundesrepublik Deutschland uber die wirtschaftliche Lage und die Entwicklungsmoglichkeiten

bis zum Jahre 1952/53 (Deutscher Beitrag zum 3. Bericht der OEEC), Bonn, February 1951 ,

(3) Muttedungen des wirtschaftswissenschafilichen Instituts der Gewerkschaften, February 1951 ;

(4) Estimates communicated by the Bundesministerium fur Wirtschaft
Data from (1) and (2)
Total G I. 1n fixed capital for 1948 to 1950 from (3) , G I by economic sectors for 1949 based on data supplied by (4),
for 1950 on the percentage distribution given in (3), p S, footnote 8 The figures of G I by branches of industry are
broad estimates based on the forecast for 1950/51. The figures exclude expenditure on current maintenance and repairs.
The I.C. index 1s given in (3)

(1) Monthly Bulletin of Stanstics, United Nations ,
(2) To Vima, 3 January 1951.

Figures for 1948 and 1949 from (1). The figures for 1950 are estimated from data given in (2) It has been assumed
that depreciation amounts to about 5 per cent of national.income. ILT. are derived from budget data.

Although figures of total investment in terms of current prices are available, they have not been utilized as changes 1n
the level of prices since 1948 are not known Total G I for 1950 1s given 1n a speech by the Minister of Planning,
reported 1in Szabad Nép, 7 January 1951. The percentage distribution of directly productive investments for 1950 1s
given 1n the official report on the fulfilment of the Economic Plan for 1950. Investment in dwellings and in other social
buildings 1s assumed to be equal to the planned figures given in Képes Figyelo, Budapest, 7 Jan. 1950, and Szabad Nép,
18-22 June 1950.
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Ireland : Tables of National Income and Expenditure, 1938 and 1944-50, compiled by Central Statistics Office, Dublin, 1951.

A. Data from the source quoted.
B. G.L for 1947 to 1949 and the I C. index 1938 to 1949 are from the source quoted. The figures exclude expenditure
on current maintenance and repairs.

Italy : (1) Annuario Statistico Itahano, 1949-50 ;
(2) Compendio Statistico Itahano, 1949-1950 ;
(3) Relazione Generale sulla Situazione Economica del Paese, Camera der Deputati, Doc. IX, N 2, 195t ;
(4) Adunanza Generale Ordinaria det Participanti, Banca d'Italia, May 1949 ,
(5) Adunanza Generale Ordinaria dei Paruicipanti, Banca d’ltaha, May 1950 ;
(6) Complementary information from the Bank of Italy.

A Data were taken from (1), (2) and (3) Net interest and dividends paid abroad were assumed to be the same in 1950
as they were in 1949 Government services rendercd to the private sector have been included, while donations from
abroad were excluded

B. G.Ln fixed capital totals and by sectors for 1947 from (3), 1948 and 1949 from (4), 1950 from (5). On the basis of (5),
mnvestment m lhivestock was deducted from Agriculture and investment in dwellings separated from Public Works.
Investment by branches of industry 1949 and 1950 from (5) The figures exclude expenditure on maintenance and
reparrs.

The I.C. index average of (a) the official wholesale price index of engineering products, and (b} an index of dwelling
and industrial construction costs given in Index, Centro per la Statistica aziendale.

Netherlands - (1) Statistisch bulletin van het Centraal Bureau voor de Statisnek, No. 28, 1951 ;
(2) Estimates communicated by the Centraal Planbureau ;
(3) Statisusche en Econometrische Onderzoekingen, Centraal Bureau voor de Statistiek, March 1949.

A. Data were taken from (1).
B. G L 1n fixed capital, total and by economic sectors, for 1947 to 1950 and investment by branches of industry for 1948

and 1949 from (2) The figures exclude expenditure on current maintenance and repairs and military investment.
The 1 C. index given 1n (3) has been brought up to date by information given in (2)

Norway (1) Nasjonalbudsjettet 1950, St. meld. No. 1, 1950 ;
(2) Nasjonalbudsjettet 1951, St meld. No. 1, 1951 ;
(3) Okonomusk utsyn over dret 1950.

A. Data were taken from (1) and (2). Depreciation in 1950 was assumed to represent the same proportion of national
income as 1n 1949.

B. G 1. in fixed capital for 1947 and 1948, total and by econamic sectors, from (1), for 1949 and 1950 from (2) Investment
by branches of industry 1947-1949 from (3), p. 102. The original figures were adjusted on the basis of information given
1n sources (1) and (2) to exclude current maintenance and repairs. For industry and transportation separate figures of
maintenance are published , for the other sectors the estimates were based on partial data. It s esumated that expendi-
ture on maintenance, etc. comprises some 32 to 36 per cent of total G.I 1n fixed capital, for the years 1947 to 1950. It
was not found possible to adjust the figures of investment by branches of industry in a similar manner.

The 1.C. index was taken from (3), p. 99, assuming productivity 1n building 1s 80 per cent of pre-war,

Poland (1) Gospodarka Planowa, No. 1, 1949 ;
(2) Gospodarka Planowa, No. 2, 1951 ;
(3) Staustical News of the Central Statistical Office ,
(4) Wiadomoéci Narodowego Banku Polskiego, 1948, No. 4 ;
(5) Zycie Gospodarcze, No. 5, 1950.

A. The net national income (excluding certain services) in pre-war prices is given for 1949 and 1950 in (2), while 1948 has
been communicated dtrectly by the Government These figures have been inflated by the official cost-of-living index as
published 1n (3). 12 per cent was added to these estimates so as to bring them to the uniform defimtion applied 1n
other countries. Depreciation was assumed to be 6 per cent of net national income. 1T were taken from the budgets
of the public authorities.

B. Total G.I 1n fixed capital within the Plan for 1947 and 1948 are the same as 1n previous SURVEYS G I. by economic
sectors within the Plan for 1947 and 1948 and for the whole economy 1949 and 1950 1s given as a percentage distribu-
tion 1n (2) and (5) Although 1t 1s possible to derive the total value of G.I. in 1949 in terms of current prices, the data
have not been utilized, as the level of prices 1n 1949 1n relation to 1948 1s not known.

The I.C. index for 1947 and 1948 was taken from (1) and (2).
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Rumania - Although figures of total investment 1n terms of current prices are available, they have not been utilized as changes

Spain
A.

Sweden

1n the level of prices are not known. Investment within the Plan in 1949 was 111 and 1n 1950 153 billion lei. (Source :
Annual Reports of the Central Planning Board.)

La renta nacional de Espafia en 1949, Consejo de economia nacional, Madrid 1950.

1950 has been estimated from data on prices and agricultural and industrial production. Depreciation has been assumed
to be about 5 per cent of net national income. I T. have been taken from the budgets of the public authorities.

(1) Estimates communicated by the Konjunkturinstitutet ;
(2) Oversikt over det Ekonomiska Laget 1951 (National budget for Ar 1951), Meddelanden frin Konjunktur
Serie B . 12.
Data have been taken from (2). Depreciation was estimated from comparison with Denmark and Norway
G.L 1n fixed capital, totals, by economic sectors and by branches of industry for 1947 to 1950 suppled by (1). Expen-
diture on current maintenance and repairs (compnising 30 to 36 per cent of the total) was given separately by the same

source
The I C. index was obtained by linking the index given in (2) for 1946 to 1950 to the official wholesale price index

of ndustrial products.

Switzerland. (1) Reports in the Swiss Press, 31 March 1951 ;

Turkey
A.

(2) La vie écononugue, December 1950 ;

(Q3) Annuaire statistique, 1950,

(4) Unpubhished estimates prepared by Mr. F. Kneuchaurek under the direction of Professor W. A. Johr at the

University of St. Gallen.
Data have been taken from (1) and (2) Depreciation 1s assumed to be 8 per cent of national income.
G.L in fixed capital for the years 1947 to 1950 are taken from (4). The original figures have been adjusted so as to exclude
expenditure on current maintenance and repairs on the part of public authorities.
The I.C. index 1s an average of (a) the building cost indices for Zurich and Basel given in (3) and (b) the umt

value index for machinery exports obtained by a comparison of the official volume index and the value of machinery
exported.

Sefik Bilkur, Revenu national et dépenses nationales de la Turquie en 1947 et 1948, Office Central de Statistique, 1949.

Figures for 1948 from the source quoted. Data for 1949 and 1950 have been estimated on the basis of index numbers
of wholesale prices and of industrial and agricultural production. Depreciation has been assumed to be 4 per cent
of national income IT. were taken from the budgets of the public authorities

United Kingdom : (1) Economic Survey for 1949 (Cmd. 7647) ,

(2) Economuc Survey for 1951 (Cmd. 8195) ,

(3) National Income and Expenditure of the United Kingdom, 1946 to 1949 (Cmd. 7933) ;

(4) National Income and Expenditure of the United Kingdom, 1946 to 1950 (Cmd. 8203) ,

(5) Working Party Report, Bullding, HM.S.O, London 1950 ;

(6) Board of Trade Journal.
Data have been taken from (2), (3) and (4). As the official estimate of depreciatton proper (1 e. excluding maintenance)
apparently was too low compared with other countries—mainly due to the fact that the estimate is based on the
orniginal costs of the investments —it was increased substantially. The new estimate was based on depreciation 1n 1938
which was lowered by about £40 million to allow for maintenance of roads. It was then assumed that the capital
stock of 1949 was about the same as in 1938. The 1938 estimate of depreciation, after being inflated by the I C.
index described below, was consequently used for 1949. The volume of 1948 and 1950 depreciation was assumed to
be about 5 per cent below and above, respectively, depreciation in 1949 The movement of 1.C. 1948-1950 was
finally appiied so as to put these 1948 and 1950 estimates on a replacement basis.
G.I. totals for 1947 to 1950 and by economic sectors for 1948 to 1950 from (4) For 1947, the figures of G.I. by
economic sectors were estimated on the basis of information given in (1). The value of vehicles purchased by “ Agri-
culture ™ and *“ Industry ™ was transferred from *“ Transport and communications” (in the case of commercial
vehicles) and * Other ™ (for passenger cars) G.l. in building and construction machinery and in mining other than
coal mining was transferred from “ Other ” to * Industry ”. G.I. by branches of industry for 1948 to 1950 from (4).
Expenditure on the current maintenance and repair of buildings, comprising 27 to 29 per cent of total G.L., 1s given
separately for 1948 to 1950. For 1947 independent estimates were made.

The I.C. index 1s an average of (@) an index of average export values of “ machinery ” and * vehicles (including
locomotives, ships and aircraft) * from (6) an (&) the building cost index for 1938 to 1949 given in (5), p. 79, hinked
to 1950 by comparing the movements in the total value of building and civil engineering work and the official index
of bullding activity.
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United States .
A. The data are from The Econonmuc Report of the President transmitted to the Congress, January 1951 and Survey of
Current Business, July 1950 and February 1951.

IX. WAGES AND EARNINGS (TABLES 64, 68, XXXV AND CHART 10).

1. HOURLY EARNINGS IN INDUSTRY (TABLES 64 AND XXXV AND CHART 10).
(a) General

The index numbers shown in Table XXXV relate generally to hourly earnings, expressed in national currency, in manu-
facturing and gas, water and clectricity supply. Building 1s excluded, except for Belgium, Denmark, and western Germany.
Mining 1s included for Finland, Italy, Norway and Sweden These differences in coverage are, however, unhkely to have any
appreciable effect on the conclusions drawn from the figures.

Whenever possible, figures for the last month of each quarter were used In the case of Sweden, however, the data relate
to the second month of each quarter, and for the Umted Kingdom to April and October of each year. In the case of Denmark,
Norway and Finland the figures are quarterly averages.

In the calculation of the annual average for 1948, relating to countries for which data are available for certain months
only, adjustments were made 1n order to cover the whole twelve-month period. This, together with rounding, explains why
the quarterly data shown for 1948 1n Table XXXV do not always average out to 100.

The indices of real hourly earnings have been calculated by application of cost-of-living indices.

(b) Sources and Notes

Austria Information communicated by the Austrian Institute for Economic Research
Belgium  Bulletin d’Information et de Documentation, Banque Nationale de Belgique

Denmark  Statistiske Efterretminger. Non-industrial occupations have been discarded from the published averages. The
figures for the fourth quarter of 1950 are preliminary estimates based on increases in wage rates granted.

Finland  Sosiaalinen Aikakauskirya Indices of earnings in industry for males and females have been combined (weights 62/38).
Estimates have been made for the fourth quarter of 1950 by means of data in Komjunkturserier, Ministry of Finance.

France. Revue frangaise du Travail. Normal wage rates, adjusted for overtime work. Build has been luded

Germany
UK |US. Zone  Wirtschaft und Statisttk. Chain index of earnings in industry including building

Ireland  Irish Trade Journal and Stanistical Bulletin. Base : October 1948.

Italy  Rilevazioni statistiche sulla occupazione operaia e la disoccupazione in Italha  An estimate for December 1950 has been
made on the basis of data on wage rates appearing i Bollettino mensile di statistica

Netherlands ~ Maandschrift van het Centraal Bureau voor de Statistiek. Data relate to hourly wage rates, but available informa-
tion on movements of hourly earnings 1n industry does not show any substantial divergence from the wage rate series

Norway  Statistiske Meldinger. Hourly earnings of male and female workers have been combined (weights 78/22) Preliminary
estimates for the fourth quarter of 1950 have been made on the basis of increases in wage rates officially granted

Sweden  Sociala Meddelanden 1Index numbers of hourly earmings in industry (February 1947 = 100). The index of real
earnings was obtained by using the official index of consumption prices published in the same source

Switzerland  La vie éconormique. The figures derived from the annual inquiry on wages in October have been extrapolated and
interpolated by means of the wage rate movement shown with the results of the quarterly industrial inquiry.

United Kingdom  The Minustry of Labour Gazette. The series for manufacturing industries only, given for the first ime in the
1ssue of March 1951, have been used An estimate for December 1950 has been made on the basis of the movement
1n wage rates, as shown in the same source.



2 EMPLOYMENT, AVERAGE WAGES AND TOTAL WAGE BILL IN THE NON-AGRICULTURAL SECTORS
OF EASTERN EUROPEAN COUNTRIES, 1950 (TABLE 68)

The index numbers (1949 = 100) have been taken or derived from the following sources :

Bulgaria Average money wages : Free Bulgaria, 1 March 1951.
Total wage bill . Otechestven Front, 30 January 1951.

Czechoslovakia  Average money wages : Rude Pravo, 27 February 1951,
Total wage bill : Rude Pravo, 7 March 1951.

Hungary - Employment : Szabad Nép, 26 February 1951.
Total wage bill : Szabad Nép, 23 January 1951.
Poland Average money wage : Trybuna Ludu, 22 February 1951. Employment (socialized sector) : Polish Facts and

Figures (Polish Embassy, London), 27 January 1951.

The effect of shifts 1n employment between the private and socialized sectors of the economy has been eliminated
on the assumption that the shift in employment was proportionate with the shift in production For the share of the
sociahized sector tn national income in 1949 and 1950, see Gospodarka Planowa, 1951, No. 2, p 14.

Rumania Employment : La Roumanie nouvelle,
Average money wage (industry) : 28 February 1951.

The increase in employment, given tn absolute figures, was related to 1950 employment as given (in relation
to the plan figure for 1955) in the Five-year Plan : La Roumanie Nouvelle, 15 January 1951.

X. INTERNATIONAL TRADE (TABLES 4, 7, 43-46, 48-53, XXVII-XXX)

1. THE TRADE OF EUROPEAN COUNTRIFS, IN CURRENT PRICES (TABLEs 43, XXX)

(a) General

The data have, in general, been taken from the official foreign trade statistics of Eutopean countries No attempt has been
made to adjust the official figures except as mentioned below. The figures relate, wherever possible, to special trade by countries
of origin and of consumption However, the import data for the United Kingdom relate to general trade since the break-down
of retained imports 1s not available by countries of origin.  The calculations relating to intra-European trade, as well as to over-
seas exports, have been based, unless otherwise stated, on the export statistics of European countries, while imports from overseas
have been based on European import statistics except where, 1n the absence of any detailed foreign trade statistics, the export
statistics of overseas countries have been used.

(b) Principal Adjustments

(1) The trade between the western and eastern zones of Germany 1 1s not included 1n the foreign trade statistics of the western
zones On the other hand, trade between the following countries 1s shown as foreign trade 1n the official trade statistics, but
has been considered as internal trade and therefore eliminated : trade of the United Kingdom with the Channel Islands ; trade
of Denmark with the Faroe Islands ; trade of Norway with Spitzbergen.

(1) No statistics are available for the trade of certain Meduterranean territortes (Cyprus, Malta, Gibraltar, Albana, etc ).
They have been included as being part of Europe only in calculating the exports of other European countries.

() Certain relatively unimportant items which cannot reasonably be assigned to any particular region (such as the whale
fisheries of the United Kingdom and ships’ stores) have been ignored.

(1v) In the break-down of Denmark’s trade by countries and by commodities, account 1s taken of the fact that certain imports
which are recorded as originating in the United Kingdom and the Soviet Union, and certain exports recorded as destined for
the United States, are actually imports from the British and Soviet Zones of Occupation of Germany and exports to the United
States Occupation Zone.

(v) In the monthly trade data for Portugal and Finland, a substantial proportion of trade is not specified by countries.
The geographical distribution for the year 1949, which 1s known mn greater detail from the annual statistics, has been assumed to
apply to the unspecified portion 1n 1950

(v1) European imports originating in the United States are different according to the European statistics from those recorded
by the United States as exports to Europe. These differences are particularly large in the case of Austria in 1949 and 1950,

* Since 15 December 1948, the trade statisics of the western zones include the western sectors of Berhin as part of the customns terntory
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and Turkey and Greece 1n 1949, since these countries include only commercial transactions 1n their statistics. The European
figures have been corrected in Table XXX by taking into account the United States figure with an allowance of one month
for delay n transport. It 1s to be noted that, as from July 1950, the country of destination for * special category commodities ™
15 not reported in United States statistics.

(vn) Conversions of c..f. figures to f.0.b. values have been made by putting the difference at 5 per cent in intra-European
trade and at 12.5 per cent 1n overseas trade. In Table XXX, trade balances were computed after adjusting imports to an approxi-
mate f.ob. basis. In intra-European trade, this adjustment was calculated from the differences between the ¢ 1f. values as
reported by importing countries and the f.0.b. values as reported by exporting countries.

(c) Estimates

The trade of the eastern European countries and of the Soviet Zone of Occupation of Germany 1n 1949 and 1950, for which
no official statistics are available, has been estimated. The trade of the Soviet Zone of Occupation of Germany has been included
1n the group * eastern Europe " and not with * western Germany ”, 1n Table XXX.

For the trade among eastern European countries (including the Soviet Zone of Occupation) in 1949, the same figures were
used as those published 1n Table XXI of the Economic Bullenn for Europe, Vol. 2, No. 2, the sources and methods used in their
compilation being described on page 88 of the same publication.

For 1950, the following statements in the Press were used *

1. Die Wirtschaft, 29 November 1950  The share of the Eastern Bloc 1n the total trade of Czechoslovakia will be 53 per
cent of her imports and 55 per cent of her exports  (Total trade figures are available for January-September 1950 in the Monthly
Bulletin of Statisuics, Vol. V, No. 4, Statistical Office of the United Nations.)

6 October 1950 : Total turnover of Rumania-Soviet Union trade will increase by 30 per cent over 1949,
and the planned increase over 1949 in the trade of both Hungary and Bulgaria with the Soviet Union amounts to 20 per cent.

25 August 1950 Exports of the Soviet Zone of Germany to Czechoslovakia and Poland will increase
over 1949 by 13 per cent and 44 per cent, respectively 1 Scptember 1950 Exports of the Soviet Zone of Germany will increase
by 56 per cent In the same issue, indices of Soviet Zonc exports to eastern European countries for the years 1947, 1948, 1949
and 1950 are given

2. Polish Facts and Figures, 18 March 1950 * Exchanges for 1950-1955 between Czechoslovakia and Poland are to bo
annually about $200 million each way (the increase 1s assumed to be gradual)

3. Sowiet Weekly, 25 May 1950 * Exchanges between Czechoslovakia and Hungary are to be $35 million each way

4. Czechoslovak Economic Bulletin, 15 November 1950 : Trade with the Soviet Union will equal about 25 per cent of Czecho-
slovakia s total trade turnover To this was added $22 nullton on each side for the fulfilment of the textile agreement (Economie
soviénque et Ec planifiées, August-September 1949)

5. Vneshnyaya Torgoviya, 1950, No 11, p. 17 Poland’s trade with the East will amount to 60 per cent of her total trade,
and the total turnover between the Soviet Zone of Germany and the Soviet Union will increase by 34 per cent over 1949.

6 Rzeczpospolity Dzienntk Polityczno Gospodarczy, 2 November 1950 - Poland’s total trade in 1950 will equal $1,320 million.

7 Zahramcni obchod, 10 November 1950 - Poland’s trade with Rumania will increase by 66 per cent and Poland’s trade with
Hungary by 202 per cent, 1n comparison with 1949.

8. Zvcie Gospodarcze, 1-15 May 1950 : Poland’s imports from Bulgaria and from the Soviet Union will increasc by 34 per
cent and 50 per cent over 1949, respectively, and Poland’s total trade with the Soviet Union will increase by 34 per cent.

9. Stauszukar Tdiékozraté, 1950, No. 2, pp. 17-19 : Hungary's exports to eastern European countries will increase by
28 per cent over 1949

10. Prague News Letter, 1 January 1950 * The total turnover between the Soviet Zone and Czechoslovakia will increase by
50 per cent over 1949.

11.  Polish Embassy Press Release, Washington, D.C., 7 June 1950 : The total turnover between the Soviet Zone and Poland
will increase by 60 per cent 1n relation to 1949.

For the trade of eastern European countries with overseas, estimates have been based partly on the statistics of their trade
partners which were published for a number of non-European countries in ** Direction of World Trade ", Statistical Papers,
Series T, Vol. I, No. 4, prepared by the Statistical Office of the United Nations.

(d) Conversion into United States dollars

In general, trade conversion factors into U S. dollars as given in * Summary of World Trade Statistics *, Starstical Papers,
Series D (Statistical Office of the United Nations) have been used. In the case of Italy and western Germany, the dollar values
were taken directly from the official publications.
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(e) Regional grouping of Overseas Countries
A detailed classification of countries 1s given with Table XXI of the Economic Bulletn for Europe, Vol. 2, No. 2.

2. INDEX NUMBERS OF THE VOLUME OF IMPORTS AND ExPORTs (TABLE XXVII)

(@) Sources of Published Index Numbers

t or sources and methods of the indices published with the year 1938 as a basis, sce last year's SURVEY, pp. 258-259.

The index numbers of the volume of total imports and exports of European countries shown on the basec 1949 = 100 arc
deiived from the sources histed below. In view of the wide vatiation as regards the base years of these index numbeis and of
the errors which may intrude when a comparison of adjacent years 1s made by working back to, and then forward from, a much
carlier base, the level of the figures shown in the table 1s subject to reservations. However, the movement of these figures over
short periods 1s probably less subject to error on this account Index numbers of the volume of trade may be classified into four
general types, which are more fully described in the Monthly Bullenn of Statistics, 1950 Supplement, Statistical Office of the United
Nations, p. 71. Although only three of these types are represented among the index numbers published by European countries,
the definitions of all four types are listed as follows Employing the symbols

Q

quantum index,

p — umt value of each item,

q = quantity of each item,

o — the base or other non-curicnt pertod,
n — the current period,

the formulas characterizing cach type are

»
Q, Quantum index with fixed weights . ,Q, = Po dn
Zpo Qo
Zpn Un
Q; Quantum index with moving current weights © (Qp — _—— -
Zpa Qo
Zpn.
Q. Quantum index with moving anterior weights . g, Qp = o7t
Zpny 4

Q. Quantum index with moving ciosscd weights oQn =\/ f“ﬂ‘ 4n ;&_ﬂ?
Zpn 4o Zpo Qo

The following list shows the sources, type of index number and the original base year for all the indices shown in Table
XXViI

Country Source Type of Orginal
index number base year
Austria Statstische Nachrichien Q, 1937
Belgium-Luxembourg Bulletin de Statistique Q. 1948
Denmark Statistishe Efterretmnger Q, 1947
Finland Utrikeshandel Q 1935
France * Bulletin mensuel de statistique Q, 1949
Germany
western zones . Der Aussenhandel der Bundesrepubltk Deutschland Q 1936
Ireland Insh Trade Journal and Statistical Bulletin Q 1930
Italy Stanstica del Commercio con I'Estero Qs 1948
Netherlands Maandschrift van het Centraal Bureau voor de Statstiek Q; (monthly) | 1948
Q, (annual) |
Norway Stanstiske Meldinger utgitt av Statistik Sentralbyrd Q 1949
Poland . Wiadomoéci Statystycine Q 1937
Spain Boletin de Estadistica Q 1935
Sweden * Konjunk turlaget Qy (quarterly)
1937
Q, (annual)
Switzerland * Bulletin Mensuel, Banque Nationale Suisse Q 1938
Turkey Konjonk tiir Q 1938

United Kingdom . The Board of Trade Journal Q 1947
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For certain countries hsted 1n the foregoing table some further particulars should be noted :

Austria. The index t lude non: cial (E.R P.) imports

Finland  The index numbers are both seasonally adjusted and cumulative In order to obtain an index comparable with
those shown for other countries, the official index has been corrected as follows - first, the seasonal adjustment (which
1s based on the average of the years 1927-1936) has been eliminated , second, the resulting figures have been decumulated
by quatters ; third, the index numbers thus obtained have been recalculated with 1949 as the base year The resulting
index 1s of type Q,.

Germany

Western zones  The original index numbers are published with 1936 as the base year. However, thesc indices have not

been used as such for the following reasons first, the indices relate only to the Bizone for the first three quarters of
1949, and to the three western zones since the fourth quarter of 1949 , secondly, the index numbers are based on 1936,
while the commodity composition of Germany’s trade has undergone particularly wade variations  Finally, the implied
unit values are, especially with regard to exports, entirely out of line with other evidence on price movements. In these
circumstances, special adjustments have been made as follows .

The publication quoted above gives special unit value indices (1936 = 100) by commodity groups For exports,
the indices for the four major commodity groups were converted to the base period January-September 1949 and then
weighted according to the corresponding current exports for cach quarter The total index of unit valuc thus obtainzd
was then divided 1nto the current value of exports for the three western zones (including estimates for the French Zone
in January-September 1949), thus leading to a series of volume index numbers of type Q, In this computation, 1t has
been assumed that the movements in prices during January-September 1949 for the French Zone were the same as for
the UK /US Zone

For imports, a more detailed computation was made on the basis of January-September 1949  Unit value indices
were calculated for individual commodities covering more than 90 per cent of 1950 imports of food and feeding-stuffs,
raw materials and semi-finished products, 1 e six of the cight groups of imports. The total index has been obtained by
weighting each of the six series thus computed and the official series for semi-finished and finished manufactures (calcu-
lated on a January-September 1949 base) by value of current imports Index numbers of volume of imports from the
three western zones were thus obtained by dividing this total index of unit values into the value of imports. Finally, the
volume indices have been calculated with 1949 as the base year.

Norway * The index numbers include ships
Poland  The index has not been used in calculating the total volume index for Europe, as cxplained below

(b) Estimates and Adjustments

For Portugal, use has been made of a quarterly index, supphed by the Instituto Nacional de Estadistica, which 1s based on
the corresponding quarter of the preceding year

For other countries for which no volume index numbers are available for 1950, estimates have been made which were based
on the current trade values expressed in United States dollars (some of them baing in turn alieady estimates), which were converted
nto 1949 prices on the basis of the following assumptions

For trade among Bulgana, Czechoslovakia, the Soviet Zone of Germany, Hungary, Poland, Rumania, Yugoslavia and the
Soviet Union, prices have been considered as constant in 1949 and 1950 The value, in 1949 prices, of the trade of these countries
with countries in the rest of the world has been estimated by applying a unit value index constructed from a sample of commodities
selected from the trade between eastern and western European countries A simular calculation has been made for the total
trade of Greece.

(c) Weighting

The volume index numbers for the various countries have been weighted together for Europe as a whole by means of trade
values in 1949, which are on the f.o b. basis for exports and the ¢ 1 f basis for imports

3. QUARTERLY MOVEMENTS IN THE VALUE, VOLUME AND UNIT VALUE OF INTERNATIONAL TRADE (TABLE 4)

(a) Values im U S dollars at current prices

The values of Europe's exports are the same as those described in section 1 above  The imports from overseas have, how-
ever, been adjusted to an f.o b basis by deducting 12 5 per cent from the c..f figures. The figures for the United States have
been derived from the United States statistics

For the " Rest of the World ", the data on exports have been taken from the publication ** Summary of World Trade Stats-
tics ", Statistical Papers, Series D, Statistical Office of the United Nations It should be noted that the * Rest of the World ",
as defined 1n that publication, does not include Canada, whereas in Table 4 1t does  Moreover, since estimates are included for
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the trade of all eastern European countries, the figures for world exports are higher than those published in the * S y of
World Trade Statistics *, which cover only Czechoslovakia, Poland and Yugoslavia.

The imports of the “Rest of the World” have been obtained by deducting from the world total the imports of European
countries and the United States. The figures are therefore necessarily approximate.

(b) Indices of Volume (i.e. values at January-September 1949 prices) and Unit Values

(1) Europe. Quarterly figures of the value (at 1949 pre-devaluation prices) of total exports and total imports have been
obtained for European countries, as described above 1n scction 2. The distribution of total imports and exports as between
intra-European and overseas trade was calculated from the quarterly current value figures broken down into intra-European
and overseas trade, which were deflated by means of specially computed quarterly unit value indices for Europe’s trade with
overseas. These indices are :

A — a special index for Europe’s exports to overseas.

Owing to the fact that Europe's exports to overseas are almost exclusively manufactured goods, this index has been
computed by weighting the export umit value indices for manufactures of the European exporting countries publishing such
indices (United Kingdom, the Netherlands, Belgium, Luxembourg, Switzerland, Italy, Germany, Sweden, Norway and
France). These indices were weighted, as far as the break-down of the unit value indices permitted, for each country accord-
ing to the composition of exports to overseas during the first nine months of 1949 and 1950, as shown for gioups 3 to 9
in the study described in section 4 below, and between countries according to the exports to overseas of the various countries
during each quarter. By means of this index, the value in constant prices of exports to overseas was calculated Intra-
European trade in constant prices was obtained by subtracting this value from the total exports in constant prices (determined
as explained above)

B — a special index for Europe’s imports from overseas.

For this purpose, three separate index numbers were used. First, a special index was calculated for the United Kingdom's
imports from non-European countries. The second index 1s officially published and relates to the imports of France fiom
her own overseas territories. Finally, another index was calculated for the imports of other European countries (including
imports of France from overseas countries other than her own affihated territorics).

For the United Kingdom, the calculation started from the indices of average value of imports, published 1n the Board of Trade
Journal (1947 = 100). These indices were shifted to the base January-September 1949 = 100, and the total value of United
Kingdom imports in constant prices was thus obtained. Then, in order to obtain special indices for imports from non-European
countries, a detailed computation was made for each of the 46 groups specified in Trade and Navigation Accounts of the United
Kingdom, using within each group the individual commodities for which details of imports were available by country of origin
In cases where the proportion of imports from Europe 1s small, e.g. for many foods and raw materials, a special index was com-
puted for these imports, rather than for imports from overseas, and their value 1n constant prices was subtracted from the value,
also 1n constant prices, of the total of imports, thus giving the deflated value of imports from overseas. In a few cases, however,
1t was preferable to calculate directly the unit value index of imports from overseas, without the intermediate calculation relating
to the imports from Europe (e.g. for silk, paper-making matenals, timber). For imports of articles wholly or mainly manu-
factured which are generally not important (except for metals and manufactures, manufactured oils, fats and resins, wheire direct
indices were calculated as above), the umit value index for total imports was used for the imports from overscas.

Owing to the fact that the details published by country of origin are not sufficiently complete, the index may have a bias  In
general, the coverage for Europe was about 75 per cent, but imports from Europe represent less than 30 per cent of total imports
of the United Kingdom, and the margin of error is thus reduced

For other European countries the general principle has been, 1n the case of food and raw materials, to calculate for cach major
commodity group a special index in terms of dollar prices. These indices have been constructed directly from import umt values
of the main importing countries, weighted within each group by the current imports of the country concerned The various
commodity groups were weighted together by the current value of imports from overseas of thirteen western European countries.
These values were taken from the Econonuc Co-operation Adnunistration Special Reports, “ Commodity Imports and Exports
1949 ™ (September 1950) and ** Commodity Imports and Exports of Countries Participating 1n the European Recovery Program *,
January 1949-June 1950 (January 1951). Values for the third quarter were supplied directly by the E.C A., while fourth quarter
weights were estimated on the basis of imports into the main importing countries.

Using the special index for the United Kingdom, the index for France's imports from her overseas territories and the index
for other European countries, values 1n 1949 pre-devaluation prices for Europe’s impoits from overseas were computed. By
subtracting these results from the value of total imports 1n constant prices, intra-European trade in constant prices was obtained.

A second estimate of the value of intra-European trade in constant prices was thus available. After conversion to f o.b
figures, the results were fairly comparable with those obtammed by deducting overseas exports from total exports. After minor
adjustments, a single unit value index for intra-European trade f.0.b. was adopted. The indices for overseas trade were then
adjusted accordingly.
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(i1) United States. The figures were derived from the official volume 1ndex (1936-1938 = 100) shifted to the base January-
September 1949 = 100.

(1) Rest of the World. The data have been taken from the publication “ Summary of World Trade Statstics ”, Statistical
Papers, Series D, Statistical Office of the United Nations, after inclusion of the figures for Canada.

4, EXPORTS FROM EUROPE, THE UNITED STATES, JAPAN AND INDIA TO EUROPE AND OVERSEAs COUNTRIES BY TEN MAJOR
CommopiTy GRouPs (TABLES 7, text table (p 20), 48-50, AND 53)

(a) General Plan of the Investigation
In the present state of international trade statistics, 1t 1s not possible to make a complete and exact study, according to uni-
form defimtions, of the exports of European countries and of the United States and Japan, by countries of destination and for
well defined commodity groups. It has therefore been necessary in certain cases to use the broad commodity groups where no
greater detail exists. Nevertheless, the results obtained may be taken as good approximations of the orders of magnitude involved.

The primary interest of the investigation is centred on the exports of manufactured products The exporting countrics
considered are the major European exporters of manufactured products as well as the United States and Japan. The countrics
of destination considered with reference to each exporting country comprise . (a) all the countries of Europe (irrespective of the
value of the trade), () all overseas countries, as far as the statistics are available, to which the exports from the given exporting
country amounted to about $10 million or over i 1949 or 1950. Exports from the United States to these same overseas countries
and to Europe have been included, irrespective of their value Moreover, since a country’s trade with i1ts own dependent overseas
territories is usually more developed than with other overseas areas, practically all such territories, with the exception of those
of the United Kingdom, have been considered in relation to the European mother country. Consequently, the list of countries
of destination is different for each exporting country included 1n the investigation.

All data are based on the first nine months only, adjusted to an annual rate.

(b) Countries of Destination and Origin considered
The following list gives the countries of destination included in the study, and the corresponding exporting countries -

Importing Country Exporting Countries (in addition to the United States)

@ All European countries United Kingdom, France, Netherlands, Belgium-Luxembourg, Switzerland, Italy, Portugal,

Sweden, Norway, Finland, Germany, Denmark, Japan, India &.
United States . United Kingdom, Germany, France, Netherlands, Sweden, Norway, Finland, Belgium-Luxem-

bourg, Italy, Switzerland, Portugal, Japan, India b,

a Canada United Kingdom, Germany, France, Belglum-Luxembourg, Japan, India .

a Mexico United Kingdom, Germany, Italy, Switzerland, Japan.

a Venezuela United Kingdom, Germany, Netherlands, Belgium-Luxembourg, Italy, Switzerland, Japan

a Cuba . . United Kingdom, Germany, Belglum-Luxembourg, Switzerland, Japan, Indiab,

@ Peru . United Kingdom, Germany, India b.

a Chile . United Kingdom, Germany, Belgium-Luxembourg, Italy, Switzerland, India 5.

aBrazil . . . . . .. Unted Kingdom, Germany, France, Netherlands, Sweden, Norway, Belgium-Luxembourg,
Italy, Switzerland, Portugal.

a Uruguay . United Kingdom, Germany, Belgium-Luxembourg, Italy, Switzerland, India 6.

a Argentine United Kingdom, Germany, France, Netherlands, Sweden, Finland, Belgium-Luxembourg,
ITtaly, Switzerland, India b,

a British West Indies United Kingdom, India b

@ Colombia . United Kingdom, Germany, Belgium-Luxembourg, Italy, Switzerland

a Australia . . United Kingdom, Germany, France, Netherlands, Norway, Belgium-Luxembourg, Japan

a New Zealand . United Kingdom, Germany, Belgium-Luxembourg.

a Israel . . United Kingdom, Germany.

a India . . . United Kingdom, Germany, France, Netherlands, Sweden, Norway, Belgium-Luxembourg,
Italy, Switzerland, Japan.

a Pakistan . . . . . United Kingdom, Germany, France, Netherlands, Norway, Belgium-Luxembourg, Italy,
Switzerland, Japan.

@ British Malaya . . United Kingdom, Japan, India b.

a Ceylon . . United Kingdom, Japan, India 4.

a Hong-Kong . United Kingdom, Germany, Japan, India b,

Burma . United Kingdom, India b,
alraq . . . . United Kingdom, Italy, Japan, India b,

a Country included in the sample of Table 49 as importing country.
b India has been considered as an exporter only as regards * textles and manufactures ** (Commodity Group 8).
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@ Iran United Kingdom, Germany, Italy, Japan, India b,

Thailand United Kingdom, Japan.

China United Kingdom, Germany, France, Switzerland, Japan.

Japan Germany.
a French Indochina France.

Syria and Lebanon France, Italy.
a Indonesia United Kingdom, Germany, Netherlands, Japan.
a Egypt United Kingdom, Germany, France, Netherlands, Belgium-Luxembourg, Italy, India®.
a British West Africa Umited Kingdom, Japan, India .
a British East Africa and

Rhodesia United Kingdom, Germany, Japan, India b.
a South Africa United Kingdom, Germany, Netherlands, Sweden, Belgium-Luxembourg, Italy, Switzerland,
Japan,

a Algeria France.
a French Morocco France
a Tunis France

a Other French Africa (in-
cluding Cameroons and

Madagascar) France
Belgian Congo Belgium-Luxembourg, Japan, India b.
Portuguese Continental
Africa Portugal.
Former Itahan Africa Italy

a Country included 1n the sample of Table 49 as importing country
b India has been considered as an exporter only as regards ** textiles and manufactures '’ (Commodity Group 8).

Germany has been treated as a whole when considered as a country of destination, while the trade of the western zones
only has been taken into account when consitdering Germany as an exporter.

For Japan's exports, figures have been taken from Japanese Economic Statistics and Direction of International Trade, Joint
Publication of the Statistical Office of the United Nations and other international agencies, Staustical Papers, Series T.

(c) Commodity Groups considered

As regards the commodity groups studied, the classification 1s essentially that used in the foreign trade statistics of the
United Kingdom, with minor modifications. It has, of course, not been possible to reproduce the same classification exactly
in all cases, partly because of the diversity of nomenclatures used by different exporting countries and partly because the commo-
dity classifications used for the exports to given countries are often less detailed than those in use for total trade.

The following list gives the composition of each of the ten commodity groups considered in terms of the Briush nomen-
clature .

Commodity Classification
Group 1. Food, Drink and Tobacco

Class [ :  Food, drink and tobacco.
Class IV . Amimals not for food.

Group 2 Raw Materials and Articles mainly unmanufactured

Class 11 Raw matenals and articles mainly unmanufactured.
Class III A Coke and manufactured fuel.

Class I11 P . Ouls, fats and resins, manufactured.

Cement (from Class III B).

Newsprint (from Class III R)

Group 3 Metals and Manufactures

Class III C  Iron and steel and manufactures thereof.
Class II1 D Non-ferrous metals and manufactures thereof (excludmg partly worked gold, gold leaf, etc).

Class lIII E . Cutlery, hardware, imp and 1nstr

Group 4. Machinery

Class 11l F  Electrical goods and apparatus.
Class III G Machinery.
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Group 5/6. Passenger Cars and Transport Equipment
Class III S (excluding rubber tyres and tubes).

Group 7.  Chemucals and Related Products
Class 111 O Chemicals, drugs, dyes and colours.

Group 8. Textiles and Manufactures

Class II1 [ : Cotton, yarns and manufactures.

Class III J © Woollen and worsted yarns and manufactures.
Class III K : Silk and artificial silk yarns and manufactures
Class III L : Manufactures of other textile materials.

Class III M : Apparel.

Group 9.  All other Manufactures

Class 111 B . Pottery, glass, abrasives, etc. (excluding cement).
Class III H . Manufactures of wood and timber.

Class III N . Footwear.

Class III Q : Leather and manufactures thereof.

Class III R : Paper, cardboard, etc (excluding newsprint).
Class III T * Rubber manufactures.

Class III U : Miscellaneous articles.

Watches (from Class III E).

Rubber tyres and tubes (from Class III S).

Group 10. Unspecified

Class V : Parcel post.
Unspecified exports.

This year groups 5 and 6 have been combined owing to the difficulty of separating passenger cars for certain countries
Group 10 (unspectfied), which 1s essentially in the nature of a residual item, includes, in addition to parcel post, items which
are unspecified or insufficiently specified, which should strictly be contained in some other group

(d) Conversion into 1949 Pre-devaluation Prices

The figures 1n national currency for the year 1950 thus collected were adjusted to 1949 pre-devaluation prices by use of
special price indices computed for each commodity group for each exporting country The price indices used to translate 1950
trade 1nto 1949 pre-devaluation prices have, in principle, been unit value indices of exports for each commodity group which
were weighted according to export values in January-September 1950 Where no unit value index numbers were available,
wholesale price indices or specially computed unit values for the principal items included 1n each commodity group have becn
used In most cases, distinctions within a given commodity group were made before applying the price index numbers For
instance, the nineteen unit value indices of exports pubhished in the Board of Trade Journal have becn used for deflating the
United Kingdom’s exports.

The data for the United States have been deflated only for food, since the movements in prices between the two periods
are not very important for other groups.

(¢) Changes in Relative Shares of Exporting Countries in Selected Markets for Manufactures (Table 49)

The percentages shown 1n the table have been calculated as follows  for each importing country included in this computation
(those marked @ on pp 249-250), exports both 1n 1949 and 1n 1950 from each exporting country considered have been expressed
as a percentage of the exports to that importing country from all the exporting countries considered These percentages have
been added together for all exporting countries which have devalued 20 per cent or more (group I) and for those which have
devalued less than 20 per cent (group II), respectively

The percentages thus calculated for each importing country have thereafter been averaged (by simple average) for all the
importing countries and for each of the three groups of importing countries specified in the table

For some of the importing countries included in the investigation only exports from two or three major suppliers are
included. In spite of this, the average percentages and changes 1n percentages from 1949 to 1950 for groups I and II are rclatively
reliable, because the countries not included comprise countries both in groups I and II and the errors therefore tend to cancel
out The percentages for individual exporting countrics, on the other hand, are overstated for all import markets, where other
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countries of the same group are left out of the investigation. As these overstatements do not cancel out in the averaging of
the percentages for all importing countries or groups of countries, the figures given for individual countries 1n the table do not
add up to the total for groups I and II respectively, except in the case of exports to western European countries, where the
nvestigation 1s complete —i.e. 1t includes for every importing country exports from all the exporting countries included in the
whole investigation.

Certain importing countries have been excluded from the calculation with regard to those commodities where the devaluing
exporting countries accounted for virtually all imports before devaluation, and where their share could not therefore increase
much more, as would be true of some of the dependent overseas territories.

5. TRADE OF EUROPEAN COUNTRIES IN CONSTANT AND IN CURRENT PRICES (TABLE 43)

The values of trade n current prices have been expressed 1n constant prices (average level, January-September 1949) as
follows -

The total trade of the United Kingdom, the western zones of Germany and the rest of Europe was obtained by multiplying
the current values for the period January-September 1949 by the volume indices (Table 4). The trade of these countries with
Europe was calculated by the same methods as those applied in Table 4 (see Section 3 above).

The tmports from the United States and Canada have been deflated by using the appropriate wholesale price indices selected
from those given in the Survey of Current Business and Monthly Labor Review for the United States, and export price indices
published in Trade of Canada, Exports, January 1951, for Canada. These indices have been weighted together according to the
composition of exports of the United States and Canada, the Umited Kingdom, the western zones of Germany and the rest of
Europe, respectively.

The exports to the Umted States and Canada were deflated by price indices based on Table 48 which gives the value of these
exports in January-September 1950 at the prices for the corresponding period of 1949. The price movements for the last quarter
of 1949 and 1950 were obtained by difference from export unit value index numbers relating to the whole year.

The trade with * other overseas countries * was obtamned by difference.

6. IMPORTS OF FOOD AND INDUSTRIAL MATERIALS BY WESTERN EUROPEAN COUNTRIES (TABLES 44-46)
Imports of Food and Industrial Materials by Fourteen Western European Countries ( Table 44)

The value 1n current prices of imports 1in 1949 and 1950 for “ Food and feeding-stuffs " and * Industrial matenials " have
been drawn from the special reports by the Economic Co-operation Ad; ration on C dity Imports and Exports 1949,
September 1950, and Commodity Imports and Exports of Countries Participating in the European Recovery Program, January
1949 to June 1950. Values for the third quarter were supplied dircctly by the E.C.A. while for the fourth quarter they were
obtained from the national trade statistics.

The current values were expressed in pre-devaluation prices of 1949 by the method described above 1n Section 3, 1 e. by
the application of unit values of imports from overseas and from Europe which were calculated directly from the trade returns
of the mam countries.

Gross Imports of Food and Industrial Materials by Western European Countries from all Sources (Table 45) ;
Food Imports of the United Kingdom and the Western Zones of Germany (Table 46).

All data are derived from the figures on the physical volume of imports shown 1n the national trade staustics of each importing
country In order to make the data more comparable, certain products have been converted into their crude equivalents ; in
all such cases the conversion factors are quoted below. The appropriate reference number 1n the Standard International Trade
Classification (Statistical Papers, Series M, No. 10, Statistical Office of the United Nations, 15 September 1950) 1s given below
for each commodity group.
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Numbers of Groups and Items in the

Commodity Standard International Trade Classification
Food and Feeding-stuff's
1. Bread grain 041-01; 045-01, 046-01 ; 047-0t
2. Coarse grain 043-01; 044-01; 045-02; 045-09; 047-02; 047-09
3. Meat . . ..... 001-01; 001-02; 002-03; 011-01, 011-02, 011-03,
012-01; 012-02; 012-03
4. Butter 023 total
5. Cheese 024 total
6. Eggs 025 total
7 Sugar 061 total
8. Fish . Division 03
9. Oulseeds Duvision 22
10. Fats and oils Division 41
11. Coffee 071-01, 071-02
12 Tea 074-01
13. Tobacco Division 12
Industrial Materials
1 Coal and coke and patent fuel 311 total
2 Crude and refined petroleum 312 total; 313-01; 313-02, 313-03; 313-04
3. Crude and finished steel 681-03 to 681-15 inclusive
4 Copper 682-01
5. Lead 685-01
6. Tin . . 687-01
7. Zinc 686-01
8. Aluminum . . . 684-01
9. Sulphur 272-06
10. Timber 241-01, 242 total; 243 total

11. Wood-pulp (dry weight)
12. Newsprint

13. Raw wool

14. Raw cotton

15. Hides and skins

16. Rubber

251-02, 251-03, 251-04

641-01

262-01; 262-02, 262-03, 262-06; 262-07; 262-08
263-01; 263-03; 263-04

211-01; 211-02; 211-03, 211-04; 211-09, 212-01
Division 23

Conversion factors used

1 ton wheat flour

1 ton rye flour

1 ton maze flour

1 ton oats flour

1 ton barley flour

1 ton buckwheat flour
1 ton unspecified flour
1 head cattle

1 head pigs

1 head sheep

1 ton frozen eggs
1 ton dried eggs
1 ton refined sugar

1 25 tons grain

1 25 tons grain
143 tons grain
250 tons grain

- 182 tons grain
1.79 tons grain

-~ 1.70 tons grain
-~ 022 tons meat
== 0082 tons meat
= 00188 tons meat

[}

o

-: 1 2 tons shell eggs
-= 4 44 tons shell eggs

11 tons raw

Smoking tobacco reduced by 10 %, for packing
Cigarettes reduced by 15% for packing
Cigars reduced by 2097 for packing

1 ton refined ol —= 111 tons crude oil

7. TRADE OF WESTERN EUROPEAN COUNTRIES WITH EASTERN EUROPE (TABLE 52)

The current values are based on the trade statistics of western European countries which were expressed 1n 1949 pre-deva-
luation prices by the use of the following index numbers :

For imports, special unit value indices covering the principal commodities were computed for each of the main western
European countries. For other western European countries, the average of these special index numbers was used.

For exports, unit value indices for January-September 1950 were obtained by dividing the values of exports to eastern Europe

by the values exp

d 1n 1949 pre-deval

prices which are given in Table 53. The price movement during the fourth quarters

of 1949 and 1950 was estimated from the movement of the total unit value index numbers of the exporting countries.
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XI. PRICES AND THE TERMS OF TRADE (TABLES 3, 39, 40-42, 62, 63, XXXIII, XXXIV AND CHARTS 2, 5 AND 7)
1. INDEX NUMBERS OF UNIT VALUES AND THE TERMS OF TRADE (TABLES 40-42, 62 AND CHART 5)
General

All the index numbers used 1n these tables can be classified under one of four general types described as follows. Using the
symbols

P unit value index
p = umt value of each item
q = quantity of each item
o <= the base
n == the current period,
the index numbers are defined by the formulae
Zpn q
P, = umt value index with moving current weights oPp = 2 ®
ZPo Gn
Z|
P, = umt value index with fixed weights oPa = “Pn @
Zpo Qo
Zpn  dn-t
P, = umt value index with moving anterior weights atPp=
ZPa-1 da-l

ZPaGn  ZPnd
P, = umit value index with moving crossed weights oPn — \/» Padn ;‘p.‘._q_o
ZPodn  ZPo%0
In shifting the original basis of the index numbers as published or implhed 1n the national sources, and 1n the calculation
of quarterly figures from monthly data, the original indices covering each period were weighted according to the corresponding
volume indices

Sources and Notes

The unit value index numbers have, 1n a number of cases, been obtained by dividing the volume indices into corresponding
indices of current values In general, the sources are those given for the volume indices, except in the following cases *
Canada  Trade of Canada, Exports, January 1951, gives price indices by commodity group.
United Kingdom  The index numbers used to compute the terms of trade (Table 42) are taken from the Board of Trade Journal,

and are of type P, (1947 = 100) In Tables 40 and 41, the index numbers are of type P, (1950 = 100) pubhished 1n the
same source (31 March 1951)

United States  Business Information Service, International Trade Statistics Sertes, U.S. Department of Commerce, gives unit
value indices by economic class.
For countries which do not publish official indices of either volume or unit value for manufactures as a whole, or where a
re-weighting of the component series appeared necessary because of large shifts in the internal composition of the trade in manu-
factures, the following series have been combined on the basis of values in January-September 1949 .

Belgium-Luxembourg S factures ; finished f!

Canada  Fibres and textiles ; wood products and paper ; 1ron and steel and their products , non-ferrous metals and their
products ; non-metallic minerals and their products , chemicals and fertihizers.

Germany western zones  Half-fimshed factures , finished factures.

Netherlands  Textiles , metal goods , chemicals , footwear ; paper products.
Sweden  Paper and cardboard , metal products , machinery, transportation equipment.
United States ~ Semi-manufactures , finished manufactures
Chart 5 1s based on the series used in Table 41 and the corresponding index numbers of export unit values. The indices for
Turkey have been added.
In Table 62, the indices of import unit values used were the same as in Tables 40-42 except in the following cases :

Germany Der A handel der Bundesrepublik Deutschland Index of type P; (1936 = 100).
Finland  Monthly Bulletin, Bank of Finland. Index of import prices of Pq (1935 = 100).
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Ireland - Irish Trade Journal and Statistical Bulletin Index of type Py derived from tmport values at current and 1930 prices
Switzerland * Index of type P; (1938 = 100) derived from values of imports and volume indices
United Kingdom : Board of Trade Journal Index of type Py (1947 = 100).

2. INDEX NUMBERS OF WHOLESALE PRICES AND THE COST OF LIVING (TABLES 62, XXXIII, XXXIV AND CHART 7)

The index numbers of wholesale prices and of the cost of living shown in the tables are generally thosc published 1n the
Monthly Bulletin of Statistics, United Nations, and Intermanional Labour Review, International Labour Office, respectively
In a few cases, however, other series have been uscd, and their sources are histed below.

Although the wholesale price index numbers generally relate to raw materials, semi-finished and finished products, both
home produced and of foreign onigin, fimshed manufactures and 1mported goods arc often not adequately represented No
adjustment, however, has been possible to overcome these shortcomings

Austria Wholesale prices * Stanstische Nachrichten.
Cost of hiving *© Monatsberichte des Osterreichischen Institutes fur Wirtschaftsforschung.

Belgium  Cost of hving : Bulletin de I'Institut de Recherches économiques et sociales, Louvam

France  Cost of living * Bulletin mensuel de statistique. The new index of * family consumption prices * 1n Parnis, 1949 =
100, has been linked to 1948 on the basis of available data showing the price movements of the various items included
in the new index

Germany

UK |[U.S. Zone  Wholesale prices Wirtschaft und Stansuk  The index of producers’ prices of industriat products

has been assumed to be more representative than the general wholesale price index The original base year,
1949 = 100, has been maintained because of lack of complete data for 1948

Iceland  Cost of iving  Hagndindi  The food and rent components which were revised 1in April 1950 have been extra-
polated back to 1948 on the basis of price movements in these items as shown in the old index

Turkey  Cost of living  Komonkter The index refers to the City of Ankara.

United Kingdom  Cost of living The annual index numbers of the cost of living have been derived from data on con-
sumers’ expenditure 1n current and 1n constant prices, shown in National Income and Expenditure of the United
Kingdom, 1946 to 1950 (Cmd 8203).

3 PRICES OF PARTICULAR CoMMOoDITIFS (TABLES 39, 63 AND CHART 2)
Price Changes in Basic Commodities since Devaluation ( Table 39 and Chart 2)

The figures shown 1n the table and in the chart have been calculated from data published in the following sources *
International Financial Statistics, International Monetary Fund, Washington, D C |

Wirtschaft und Sratsuk, Statistisches Bundesamt, Wiesbaden ,

Survey of Current Business, U S. Department of Commerce, Washington, DC ,

Food and Agricultural Statistics, Food and Agriculture Orgamization of the United Nations, Washington, D C. ,
Foreign Crops and Markets, U.S Department of Agriculture, Washington, DC ,

Wool Intelhgence, Commonwealth Economic Committee, London ,

K siefla Meddelande Kommerskollegium, Stockholm ,

Records and Staustics, Weekly Supplement to the Econonust, London ,

Bulletin mensuel de statistique, Institut National de la Statistique et des Etudes Economiques, Paris

Movements in Textile Prices (Table 63)
Import Prices of Raw Materials

Import unit values of raw cotton, raw wool and (except France and the United Kingdom) washed wool, weighted by total
values of imports in 1949-50 Data are drawn from national foreign trade statistics.
Wholesale Price Indices for Raw Materials and Finished Manufactures

For France, Italy, the Netherlands and Sweden, official wholesale price index numbers for the two groups of commoditics
have been used. For France a linkage was necessary 1n view of the change in the index between 1949 and 1950

For Belgium, price indices for textile raw matenals and fimshed manufactures appearing in the successive 1ssues of Service
mensuel de Conjoncture, Institut de Recherches économiques ¢t sociales de 1I'Université Catholique de Louvain (Statistiques),
were used after linking

For Germany, price indices of raw matenals and semi-manufactures were supphed by the Trade Unions Research Institute
(WWI) in Cologne.

For the United Kingdom, a composite index of wholesale prices for wool, cotton and other textiles was used
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Retail Price Indices for Clothing

In all cases, except Sweden, the clothing component of the cost of living indices were taken. For the Netherlands, a linkage
was made between the old and the new indices.

For Sweden, the clothing component of the official consumption price index was used.

4. DOLLAR PRICES OF MANUFACTURES, FOOD AND RAW MATERIALS IN WORLD TRADE (TABLE 3)

The index bers (January-September 1949 = 100) are intended to show the divergent mo of f: , food-
stuffs and raw materials 1n world trade The index number for the prices of manufactures relates to exports from the United
States and major European countries, while the indices for foodstuffs and raw materials show the price movement for imports
nto the United States, Canada and Europe from the rest of the world. The following notes describe the sources and methods
adopted 1n the calculation of these index numbers.

Manufactures

The index number 1s based on export unit values of manufactures for the United States and European countries for which
unit value index numbers are available, i.e those enumerated above in Section 1, where the component series which have been
combined into single indices relating to manufactures as a whole are listed for each country concerned. The index numbers,
which are quarterly, are weighted according to the value of exports to other overseas countries 1n the base period January-
September 1949.

Foodstuffs
Raw Materials

The index numbers are based on price quotations in dollars, referring to non-European countries, excluding the United States
and Canada, which were taken mainly from International Financial Statistics, International Monetary Fund, and the Monrhly
Bulletn of Stanstics, United Nations. Separate index numbers were obtained for each of the following commodities - Coffee,
copra, rice, tea, wheat, beef, cotton, wool, oilseeds and vegetable oils, butter, cocoa and sugar as regards food and feeding-stuffs,
and copper, lead, zinc, rubber, tin and mineral oils as regards industrial raw materials. The weighting system used in calculating
these index numbers 1n all cases where more than one quotation was available, are the sharcs of each country’s exports 1n
estimated world exports of the commodity concerned (measured by volume) 1n 1948, as shown 1n International Financial Statistics.

The index numbers relating to the individual food and feeding-stuffs on the one hand, and the individual industrial raw
materials on the other, were finally combined by a weighting system proportional to the value of total imports of each commodity
into the United States, Canada and Europe from the rest of the world in 1948. The commodities considered cover about 75 per
cent of all food and raw materials imports into that area in that year.

XII. BALANCES OF PAYMENTS (TABLES 5, 6, 54, 56-59 AND XXXI)
1. NETWORK OF CURRENT ACCOUNT BALANCES (TABLE 5)

Owing to the lack of precise area break-downs in existing balance-of-payments data, the figures given in the table for bilateral
balances and regional totals are largely based on rough estimates and should only be used as indications of the orders of magnitude.
Whenever estimates from both sides were available, the apparently more complete and authentic figures have been used. In some
cases 1t has been impossible to obtain any data on service transactions between two areas, and therefore unadjusted trade figures
have been used. In some cases, these figures have been combined with rough estimates of the balance of service transactions

The net balances and area break-downs of regions shown 1n the table do not always agree with similar data from other
sources. The differences are mainly due to the following factors :

(1) Itis impossible to ascertain the area break-down of certain adjustments made 1n official balance-of-payments statements.
For nstance, in Table 54 of this SURVEY, the total transactions of Europe with the United States have been adjusted for certain
offshore purchases (see section 4 below) It becomes, however, impossible to carry out this adjustment when “ Europe ” 1s divided
mnto the United Kingdom and other European countries

(n) In the construction of the table, 1t has been necessary to combine estimates derived from various sources, and to assume
that they are consistent and comparable.

(1) Certain break-downs 1n the table are incomplete The official balance-of-payments estimates of Canada, for instance,
specify transactions with the United States, United Kingdom, other sterling area, other E.R.P. countries, and * all other coun-
tries ”. Estimated balances given in the table are based on the Canadian figures (sometimes adjusted for coverage) in the case
of all areas except * Latin American Republics ” and “ Other Overseas Countries ”, for which available trade data only were used.

(1v) Additional discrepancies are caused by varying coverage and comparability of the underlying data, by rounding errors,
etc  Such discrepancies have more serious effects on the accuracy of balance-of-payments estimates than on that of most other
types of statistics.
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The principal sources used are the following :

United States. Survey of Current Business, June 1950 and March 1951,

United Kingdom  United Kingdom Bale of Pay , 1946 to 1950 (No. 2), Cmd. 8201.

The area estimates given 1n the table are based on this document, supplemented by United States and Canadian
data and estimates by the Research and Planning Division.

Canada  The Canadian Balc of Inter ! Payments, Prel Yy S 1949, D Bureau of Statistics.

Figures for 1950 have been communicated directly by the International Pay Section, Dc Bureau
of Statistics. Balance with the United States has been obtained from the United States side.

Europe, excluding the United Kingdom  The figures are based on national trade statistics, supplemented by rough adjust-
ments for service transactions in so far as the geographical distribution of the latter can be estimated. Balances
with the United States, United Kingdom and Canada are based largely on information obtained from the estimates
of these countries.

All other areas  Estimates for the current account balances of Europe, the United States and Canada with these areas have
been derived from the sources already mentioned. Estimates of trade balances of these areas with one another
have been obtained from available trade statistics, mainly, “ Summary of World Trade Statistics , Statstical Papers,
Series D, United Nations, Second quarter 1950.

2. GoODS AND SERVICES BALANCE OF THE PRIMARY PRODUCING COUNTRIES WITH EUROPE AND NORTH AMERICA, AND MEANS
OF FINANCING (TABLE 6)

For the purpose of this table, the term * primary producing countries ” has been used to designate all areas outside Europe,
the United States and Canada. The estimates are based on information obtained from the latter group of countries. The sources
and methods of calculation are as follows

United States  Survey of Current Business, June 1950 and March 1951.

Canada  The Canadian Balance of International Payments, 1926 to 1948, and Prcliminary Statement, 1949 and 1950,
Dominion Bureau of Statistics.

These estimates have been supplemented from trade statistics and unpublished data.

Europe  Tables 54 and 57 of this SURVEY, and Tables 63 and 68 of last year’s SURVEY.

Estimates for * Other Overseas Countries ™ 1n these tables include Canada For merchandise trade, an appro-
priate adjustment has been made on the basis of European trade statistics For all other transactions, however, it
has been assumed that Europe’s transactions with Canada cancel out, since the Canadian estimates used include
service and capital transactions with Europe.

Inter 11 Inter I Financial S. s, International Monetary Fund, Washington, April 1951. Figures
given for * financing by international institutions ™ are incomplete and include only foreign exchange operations
and loan disbursements by the International Monetary Fund and the International Bank for Reconstruction and
Development, respectively.

The figures given 1n the table are only rough estimates of the orders of de. Thisis h d by the large * errors
and omissions ” item, which indicates that the total payments of “ primary producing countries " have been under-estimated, or
their total receipts over-estimated.

3. THE BALANCE OF PAYMENTS OF EUROPE AND OTHER AREAS WITH THE UNITED STATES (TABLE XXXI) AND DOLLAR AID
AND THE PATTERN OF INTERNATIONAL DOLLAR SETTLEMENTS (TABLE 58)

These tables represent a rearrangement of the official United States balance-of-payments estimates, published in Survey
of Current Business, June 1950 and March 1951. In Table XXXI, the rearrangement attempts to bring out the extent of official
financing undertaken by the areas listed 1n the table. Owing to the nature of the basic information, however, it has not been
possible to separate pletely official from private transactions. For instance, official long-term capital movements are included
n Part B (Private donations and capital mo ), while mo of private short-term balances are included under Part D
(Official financing). The arrangement of this table thus does not correspond to that published by the International Monetary
Fund 1n Balance of Payments Yearbook, 1948 and Preliminary 1949, pp. 410-412

United States statistics do not indicate the individual country of destination for * special category ™ exports and exports
under the Mutual Defense Assistance Program, but only the broad geographical area of destination. All such exports to Europe,
including any which may have gone to the United Kingdom, are exports to “ Other European countries ”. M.D.A.P.
shipments destined for the “ general area of China ™ are included under * All other countries ™.
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Offshore purchases under the European Recovery Program given 1n Table 58 have been calculated from the following
reports by the Economic Co-operation Administration : Paid Shipments, 31 December 1950 and 31 December 1949, and Third
Report to Congress, 31 December 1948. The annual figures were obtained by subtraction from cumulated data, and are
therefore subject to errors arising from possible revisions n the figures previously published. Furthermore, figures for 1949 were
obtained by subtracting from the total of paid shipments at the end of 1949 the total of reported shipments at the end
of 1948, since actual payments are not available for the latter date. This probably results in understatement of the 1949 figures,
since there 1s a time lag between reported shipments and actual ECA reimbursements.

In published ECA data, o1l purchases from Saudi Arabia, Iran, Iraq, Bahrein, Kuwait and Israel are grouped together under
“ Middle Eastern Oil Area ”. All these offshore purchases have been entered under “ All other countries” in Table 58, and
consequently the receipts by the overseas sterling area are considerably understated.

4. BALANCE OF PAYMENTS OF EUROPE (TABLES 54, 57 AnD 59)

(@) Trade Account

(1)) Trade with the United States

Data on Europe's trade with the United States in 1948-1950 have been derived from the official United States balance-of-
payments estimates, as published in Survey of Current Business, June 1950 and March 1951. Trade figures underlying these
estimates have been ad d to p for the t lag, estimated at one month, for the recording of the same transaction
on the United States and on the European side Thus United States exports (including re-exports) for the twelve-month period
December to November have been taken as representing Europe’s imports for the calendar year Similarly, United States general
imports from Europe during the period February to January have been taken to represent Europe’s exports during the calendar
year. It has not been possible to apply a similar correction to merchandise transactions not included 1n trade statistics

The United States data have further been adjusted for certain offshore purchases made by United States Government
agencies Goods purchased in European countries and consumed 1n, or transferred to, other countries are excluded from Europe’s
exports to the United States. Similarly, goods purchased outside the United States and transferred to Europe by the United
States Government are excluded from Europe’s imports from the United States. 1t 1s presumed that these two types of trans-
actions are included 1n Europe’s trade with * Other overseas countries ”.  An offset to the dollar settlements involved 1s included
in the item * Other dollar settlements by European countrics outside the United States ™ in Table 57.

(1) Trade with Other Overseas Countries

The basic data have been compiled from the national statistics of European countries. C1f mmport figures have been
adjusted to an estimated f.o b. basis by deducting 12.5 per cent from the original ¢ 1.f. value 1n all years

The estimates thus derived have been further adjusted to eliminate imports and exports of gold in any form , this adjustment
has been possible for France, Switzerland, Belgium-Luxembourg, Netherlands, western Germany and the Umted Kingdom
An estimated deduction has also been made from Europe’s imports to eliminate duplication of United Kingdom's re-exports
to Europe 1n cases where countries record their imports by country of origin.

(b) Service Accounts

Estimates for service transactions 1n Europe’s balance of payments have been prepared by the Balance of Payments Division,
International Monetary Fund. Their derivation 1s explained in detail in the Fund’s forthcoming Balance of Payments Yearbook,
1949-1950. Estimates for 1950 are highly provisional, being based on incomplete data

Europe’s service transactions with the United States have been obtained from the official United States estimates. Data
for Europe’s transportation account with * Other overseas countries ” are independent estimates supplied by the Balance of
Payments Division of the International Monetary Fund. Figures for the total investment income received have been obtained
from a combination of national statements, adjusted for coverage, and an estimate for net earnings of investment income from
* Other overseas countries " has been derived by subtracting the United States figures from the total. The “ Other services ™
item 1s a residual, obtained by deducting the above-mentioned estimates from the net services balance reported by the European
countries. The large deficit shown on this account in Europe’s transactions with “ Other overseas countries ™ 1s therefore subject
to a considerable margin of error.

(¢) The Financing of the Deficit (Table 57)

This table has been prepared by the Balance of Payments Division, International Monetary Fund. More detailed information
on various transactions and terms will be found 1n the Fund’s forthcoming Balance of Payments Yearbook, 1949-1950.

The entry 1n the * Total " column for ** Adjustments " represents the difference between Europe’s financing of a compen-
satory nature wis-@-vis the rest of the world, and other known, or estimated, transactions In the “ United States ” column,
however, errors and omissions as they appear in the official United States estimates are mingled with multilateral settlements
i Part 1II of the table. The entry for “ Adjustments ” shown in the United States column of the table represents mainly the
adjustments described 1n sub-section (a) above and other statistical discrepancies between the United States and European
data as reflected in the compensatory official financing statistics of the two areas. The entry for “ Adjustments " shown 1n the
** Other overseas countries ” column 1s the difference between those shown n the * Total " and “ United States ™ columns,
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5. BALANCE ON GOODS AND SERVICES OF THE STERLING AREA WITH THE UNITED STATES AND CANADA
AND WITH CONTINENTAL EUROPF (TABLE 59)

The table 1s a combination of official balance-of-payments estimates for the United States, Canada and the Umited Kingdom
described 1n section 1 above, and trade statistics of European countries.

The column * United States and Canada ™ 1s based on official balance-of-payments statements published by these two
countries.

Transactions between the United Kingdom and the * Rest of Sterling Area ™ have been obtained from the official United
Kingdom statement (Cmd. 8201). Conversion nto dollars for 1948 and 1950 has been effected at the current official exchange
rates (84 03 and $2 80 to the £, respectively) Data for 1949 are less accurate, since they have been converted into dollars at
average exchange rates For this purpose, half-yearly data given in United Kingdom Balance of Payments, 1946 to 1950 (Cmd.
8065) were adjusted for revisions incorporated in Cmd 8201 (assuming that the revisions affected both periods equally) and then
converted nto dollars at $4 03 to the £ during the first half and $3 31 during the second half of 1949.

Figures for the “ Rest of Sterling Area ” trade with Continental Europe (1 e , Europe excluding sterling countries) have been
obtained from the trade statistics of European countries, tabulated by the Research and Planning Division The data for service
transactions have been dcrived from available balance-of-payments estimates of European countries. The Umited Kingdom's
trade with Continental Europe has been obtained from the trade statistics of the United Kingdom, imports being adjusted to an
estimated fo b basis by a deduction of 10 per cent of the recorded c. f values. Figures for service transactions are based on
official balance-of-payments cstimates published in Cmd. 8201 and Cmd 8065 for O E E C countries To these figures have
been added an estimate by the Research and Planning Division of the small United Kingdom surplus with European Countries
outside the OE E C It must be noted that the final figures as given 1n Table 59 include also the United Kingdom’'s service
transactions with the dependent overseas ternitories of other O E E C. countries.

XIII GOVERNMENT EXPENDITURE AND TAXATION (TABLES 66, 67, AND 69)

1 ToTAL AND MILITARY GOVERNMENT EXPENDITURE (TABLE 66)

The figures on Government expenditure given in Table 66 refer to the total of ordinary and extraordinary expenditure,
as shown 1n the budgetary documents, some adjustments have been made to exclude, as far as possible, the purely financial
transactions (amortization of debts, certain loans and advances, etc) Military expenditure includes military investments and
the expenditure resulting from the new defence programmes, unless otherwise stated in the Notes Expenditure on civil defence
1s included wherever possible Military pensions are included only in so far as they are charged to the defence budgets.

Military expenditure has becn expressed as a percentage of net national income at factor cost on the basis of the figures
given 1n Table XXVI In the case of budget estimates for 1950/51, 1951 or 1951/52, the most recent national income figure
available, actual or forecast, has been used

The following list gives the sources used for each country :

B, I b

Austria desrec hiuss der Republik Osterrerch, 1948 , Bundesfinanzgesetz vom 17 Marz 1950 fur das Jahr
1950 , Bundesfinanzgesetz vom 15 Dezember 1950 fur das Jahr 1951 , Stanstische Nachrichten, November 1950.

Belgium  Budget des recettes et des dépenses, Exposé général et Appendice A I'Exposé général, 1950 et 1951. Figures
given for 1948 and 1949 refer to credits granted, those for 1950 and 1951 to proposed credits.

Czechoslovakia  Stdtm Rozpolet (Finance Law), 1948, 1949, 1950 J Kabes, Minister of Finance, Budget Speech, Rude
Pravo, 10 March 1951.

Denmark +  Statsregnskab, 1948/49, 1949/50 , Finanslov, 1950/51; Forslag til finanslov 1951/52 , figures for 1950/51 include
310 million Kroner for the supplementary budget submitted in February 1951 Military expenditure for 1950/51
and 1951/52 has been estimated on the basis of the three-year programme submitted to the O.E E C.

Finland  Economic Survey of Finland, August 1950 , Statsbokslutet jamte bilagor, 1949 , Regeringens proposition nll
Riksdagen angdende Statsforslaget for dr 1951. The figures for 1950 do not include the second and third supple-
mentary budgets (about 8 8 billion markkaa).

France . “ Projet de lo1 de finances pour 1951 », Erudes et Conjoncture, January-February 1951. Mihtary expenditure
given for 1951 was reduced by the amount of foreign financial aid actually granted (70 billion francs) Proposed
additional expenditure as of 1 May has been included

Germany
Western zones * Report of the British High Commissioner, October-December 1950. The data refer to the
Federal Government only.
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Hungary : E ic Stati: ! Bulletin (Central Statistical Office) No. 2, 1941 ; Szabad Nép, Budapest, 13 December
1949 and 1-10 December 1950. The budgets of 1947/48 and 1949 do not include social wnsurance and local
authorities.

Ireland  Finance Accounts, 194849, 1949/50. Estimates of Receipts and Expenditure, 1950/51.

Italy :  Conto Riassuntivo del Tesoro (Suppletivo) 30 June 1949 and 30 June 1950 , Bilancio di Previsione per I'esercizio
finanziario 195051 ; Corriere della Sera, 28 February 1951. For 1950/51 an amount of 100 billion lire has been
added to the original budget estimates on account of the military programme.

Netherlands - Nota betreffende de Toestand van ’s Rijks Financién behorende by de ontwerp-begroting voor 1951. The figure
for military expenditure 1n 1951 1s provisional. It has been taken from press information according to which the
military budget for 1951 1s to be raised to 1,500 million guldens and extraordinary def outlay will req
2,000 million guldens over the next four years.

Norway . Nasjonalbudsjettet 1951, St. meld. No. 1, 1951. The figures refer to calendar years.

Poland - Statistical News, No 6, 1949, 7-8, 1950 ; Ustawa Skarbowa, 1950 (Finance Law), Dziennik Ustaw 20 April 1950 ;
Trybuna Ludu, 3 March 1951.

Spain  Boletin Oficial del Estado, 23 December 1949, 26 January 1951 ; Moneda y Crédito, December 1949 and 1950.
Ordinary budget. Figures for 1948 and 1949 represent habilities acknowledged.

Sweden  Budget-Redovisning, 1948/49, 1949/50 ; Riksstat 1950/51 ; Kungl. May ts proposition tll Riksdagen angdende
statsverkets tillstdnd och behov under budgetdret 1951/52.

Switzerland ~ Arrété fédéral concernant le budget de la Confédération suisse, 1951. For 1950 the supplementary credits
(1st and 2nd series) are included.

Turkey  Banque Centrale de la République de Turquie, No. 74-75, 1950. Resmi Gazete, 1 March 1950 The financial year
1949/50 covers fourteen months. The figures given n the table represent 12/14 of the expenditure over this period.

U.S.S.R.  Pravda, Moscow, 11 March 1949, 14 June 1950, 8 March 1951.
United Kingdom  Financial Statement, 1949/50, 1950/51, 1951/52 Budget Speech, The Times, April 11, 1951.

Yugoslavia  Zakon o op§tedr¥avnom zavrénom rabunu za 1948 godinu (closed accounts), Tanjug (Yugoslav Official Agency,
Paris), 28 December 1949 , Opétedréavni Budzet Federativne Narodne Republik Jugoslavije za 1950 godinu,
Sluzbenu list, F.N.R.S. 1950, Zakon o opétedréavnom budzetu za godinu 1951, Sluzben: list, 13 December 1950.

2. DEeFENCE EXPENDITURE EXPRESSED IN TERMS OF INDUSTRIAL MAN-YEARS (TABLE 67)
Military Expenditure

Figures of military expenditure of European countries for the fiscal years beginning respectively in 1949, 1950 and 1951 were
taken from the same sources as the figures of Table 66.

For the United States, military expenditures for the successive calendar years were estimated as follows :

For 1949 —$12 9 billion and for 1950 —$13.7 billion ; Council of Economic Advisers, The Annual Economic Review, January
1951, Table 10

For 1951 —$36.5 billion ($32.0 billion for military expenditure, estimate based on The Economic and Political Hazards of an
Inflationary Defense Economy (see footnotes on page 22 of this SURVEY), and an estimated $4 5 billion for the foreign muli-
tary aid programme).

Wage cost of a Man-year of Industrial Labour

Rough estimates of the average wage cost of a man-year of industrial labour were made on the basis of sources shown below.
In general, either direct estimates of yearly earnings were drawn upon, or use was made of information on weekly or monthly
earnings which were adjusted to an annual basis.

Allowance has been made for social benefits (social ce, family all ces, paid holidays, etc.) in the countries where
they add substantially to the direct wage costs borne by the employer or the enterprise. State contributions are not included. The
percentage allowance made 1s shown below in Table F.
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The total yearly labour costs 1n industry (inclusive of contributions by employers or enterprises to social benefits, if any)
used for the establishment of Table 67 were the following (1n units of national currency) .

Table F

ANNUAL LABOUR COSTS PER MAN IN INDUSTRY

Percentage allowance

Country made for social benefits 1549 1950 1951
Belgium . . 24 54,300 56,500 59,500
Czechoslovakia . 20 53,500 61,900 63,000
Denmark . — 6,400 6,800 7,500
France 35 252,000 282,000 324,000
Germany, western zones 14 3,100 3,420 3,850
Italy. a 315,000 310,000 340,000
Netherlands 25 2,700 2,900 3,100
Norway . - 6,700 7,000 7,700
Poland . 20 6,750 7,800 8,200
Spain .a 11,000 11,000 11,000
Sweden - 5,400 5,650 6,300
Switzerland - 6,250 6,300 6,350
United Kingdom 7 321 336 353
Yugoslavia 20.7 51,200 51,200 51,200
USS.R 5 9,450 9,450 9,450
United States — 2,750 2,960 3,200

a Allowance for social benefits already made in figures used

Figures for 1949 and 1950 correspond roughly to the yearly levels, whereas figures for 1951 are estimates derived from those
for 1950 on the basis of the latest data available in April 1951 on the evolution of earnings since 1950.

The sources used for the calculation of the above figures and the nature of the data available were the following

Belgium  L’économue belge en 1949 gives daily earnings (per 8-hour day) for 1949, from which yearly figures were derived.
1950 has been estimated from movement of hourly earnings.

Czechoslovakia :  Hospoddf, No. 40, 1950, gives monthly wages 1n first quarters of 1949 and 1950, from which an estimate
for 1949 was derived. The figure for 1950 1s based on that for 1949 and on a statement by the Prime Minister,
quoted in Rude Pravo, 7 March 1951.

Indds

triel Produkti k gives average yearly earnings from which figures for 1949 and 1950 were derived
by means of known evolution of hourly earnings.

France  International Labour Review, International Labour Office, gives hourly wage rates, from which earnings were
derived by addition of 12.5 per cent (according to a special inquiry in 1948).

Germany *
Western zones Wirtschaft und Statistik gives quarterly data on weekly earnings 1in the U.K /U.S. Zone from
which yearly estimates were derived.

Italy  Rassegna di Statistiche del lavoro, Confederazione Generale dell'Industria Italiana, gives monthly industrial earnings
(inchisive of indirect wages).

Netherlands :  Statistisch bulletin van het Centraal bureau voor de Statistiek gives total wage bill for 1949, and number
of man-years. The figures were adjusted for ceilings 1n workers’ contributions.

Norway . On the basis of data appearing in Statistisk-@kononusk oversikt over dret 1949 and 1950, esumates of annual
earnings for 1949 and 1950 were made.

Poland : An average monthly wage 1n 1950 of 18,000 (old) zlotys was communicated by the Ministry of Social Welfare.

The figure for 1949 was estimated in relation to that for 1950 on the basis of a statement by the Vice-President
of the Council of Mumsters, Trybuna Ludu, 22 February, 1951,
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Spain . Estimates of montly earnings, inclusive of social wages, were made on the basis of a study by D. Seers.

Sweden  Yearly earnings for 1949 and 1950 were taken from Meddelanden fran Socialstyrelsens Utredningsbyrd.

United Kingdom : The Minustry of Labour Gazette gives weekly earnings for 1949 and 1950 (April and October).

Yugoslavia + A speech by the President of the Council of Mimisters gives the daily earnings in 1949 as 140.9 dinars. (Borba,
6 March 1950) Employers’ contributions to social insurance were 20.7 per cent of wages (Yugoslav Report to
the International Bank of Reconstruction and Development).

U.S.S.R.  An estimate of the average yearly wage was made on the following basis : (1) The value of the total wage bull
of the country in 1948 1s given 1n Voprosy Ekononuki No. 8, 1948, p. 23, as nearly twice that in 1940. The figure
for 1940 (162 billion roubles) 1s taken from Kalendar Spravotchnik, 1948, p. 138 ; (2) The total number of workers
and employees 1n 1948 has been indicated as 10 per cent above that of 1940 by the Report on the Fulfilment of the
Plan for 1948. The figure for 1940 (31.2 million) 1s given in The War Economy of the Soviet Union by Voznessensky,
p. 13 (in Russian). The average yearly wage did not change in 1949 and 1950 as compared with 1948.

The average percentage allowance made for social benefits paid by the enterprises was estimated on the basis
of the total amount foreseen 1n the Fourth Five-year Plan as social insurance contributions paid by the enterprises
and of the total wage bill in 1950, which 1s also given in the Fourth Five-year Plan.

United States ©  Survey of Current Business gives average weekly earnings in manufacturing.

In the case of Belgium, France, western Germany, the Netherlands and the United Kingdom the rough percentage allowances
for social benefits (net of taxes) shown in the table above were drawn from Revue Franco-Belge, June 1950 —Salaires et charges
sociales en Belgique et dans les pays voisins.

Population

Population figures for 1950 and 1949 were taken from national statistics and from the Economic Survey of Europe in 1949,
p. 272. Estimates were made for 1951 on the assumption that the last annual increase there shown was repeated in the following
year.
Rounding

In view of the rough character of the data on yearly wage costs, the figures for defence expenditure in terms of man-years
(three first columns of Table 67) have been rounded as follows .

Below 100,000 man-years, to the nearest 5,000 man-years

Between 100,000 and 200,000 to the nearest 10,000 man-years

Between 200,000 and 500,000, to the nearest 25,000 man-years

Between 500,000 and 1,000,000, to the nearest 50,000 man-years

Above 1,000,000 to the nearest 100,000 man-years

The figures 1n the last three columns of Table 67 have been derived from the rounded figures.

3. EFFECTIVE RATE OF INCOME TAX FOR A MARRIED COUPLE WITH Two CHILDREN (TABLE 69)

Information on the effective rate of income tax has been derived from the following sources .
Austria  Der Osterreichische Volkswirt, No. 23, 9 June 1950.

Denmark  Ejendc og Personbesk i Sk et 1949/50, Copenhagen 1950.

France  Code Fiscal, Journal Officiel, 30 April 1950 ; Projet de lo1 de Finances pour 1'Exercice 1950, Assemblée Nationale,
No. 8336.

Germany *
Western zones * Rudolf Binder, Die Belastung durch die persdnliche Einkommensteuer im Deutschland, England,
und den Vi S , Kieler Studien No. 11, 1950.

Netherlands .  Belastingdruk in Nederland 1949, Centraal Bureau voor de Statistiek, 1950.

United Kingdom  Ninety-third Report of the Commussioners of His Majesty's Inland Revenue for the Year ended 31 March
1950 (Cmd. 8103)

Ialy  Estimates based on Law No. 25, 11 January 1951, G Luzzato * Un Nuovo Colpo alle Finanze Locali ", Mondo
Economico, 28 January 1951.

Finland, Sweden, Norway  Stansnsk Arsbok for Helsingfors Stad, 1950, Table 303, p. 359, and complementary infor-
mation supplied by the Statistical Offices of Oslo and Helsinki and by the Konjunkturinstitutet (Sweden).
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Information on the total amount of income tax actually paid (the last column of the table) has been taken from official
budgets and from official tax statistics. Tax receipts have been related to net national income on the basis of the figures given
in Table XXVI.

In addition to details given in the footnotes to the table, the following should be noted .

Finland  The figure represents central Government taxes on income and property levied on persons, plus an estimated
amount (15 billion markkas) for local government income tax.

France A figure for tax assessments (réles énus) in the first 11 months of the year has been brought to a 12-months basis
by multiplying 1t by 13/,, The figure thus arrived at has been increased by 9 per cent on the basis of the relationship
between total assessment and total tax procceds for all direct taxes as of 31 January 1951 (Journal Officiel,
15 April 1951).

United Kingdom  The figure represents the total of income tax and surtax after deduction of an estimated amount for
income tax paid on non-distributed corporate profits
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