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With the International Bank about to begin active lending
operations, there arises the question of how soon the Bank will need.
to raise funds in order to meet the calls of its borrowers for dis-
bursements against loans. If, for exesmple, the International Bank
should make loans totaling two billion dollars in the next year, what
proportion of these loans might borrowers wish to draw within verious
periods following the signing of loan sgreements? Study of the actual
rates of disbursement on past Export-Import Bank loans mey assist in
meking forecasts on this subject, and the purpose of the present note
is to examine rates of disbursement on selected Export-Import Bank
loans.,.

On Export-Import Bank development loans it eppears, in
general, that disbursements to borrowers during the first year have
amounted to only a small percentege of the amounts committed by the
Bank. Out of a sample of eleven cases, drawings by borrowers in the
first year amounted in two cases to %% and 21 per cent of the amounts
ccrmitted; in the other nine cases first-year drawings were less than
2C per cent. By the end of the second year, however, drawings on the
more active loans had reached 50 per cent or more of the total amounts
ccmmitted. On reconstruction loans, disbursements have been much more
repid under most of the agreements concluded thus far by the Bank, and

.the greater part of these loans will probably have been disbursed within

or.e year,
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Rate of Disbursement on Development Loans. As o represcente-
tive semplc of Export-Import Bank development loans, clceven loans were
selected., Thess include locns to govermments, their agencies, vwnd
semi-governrontsl corporstions, for the finuncing of verious types of
development projects such as roads, industrisl projects, agricul tural
projocts, overall devolopment programs, and public works progrems.

The sumple doos not include eny "exportor losns”--extended on the
epnlicetion of United States exporters to finence spucific oxports of
squipment--oven if the equipment involved wero to bo used for develop-
ment purposes. The mejority of the loans selccted wers moadc during
the yeurs 1940 through 1942, whon the Bank wes most active in muking
development loaneg.

Teble I indicatos the rate st which disbursoments were made
on esch of these cleven development loans; the table covers a pcrio?
of two and one-hclf ycurs from the signing of omch lozn agrecm&nt,l
snc shows, for the end of each quarter during this period, the cumu-
lative percentage of the loan that had been disbursed.

Before studying the disbursement pettern in dotail, the
following specisl factors that may have influenced tho rate of dis-
bursements should be noted:

1. After the Export-Import Bank agrees to finunco e
broad development program, each individuel project must be
epproved by the Benk before loan funds may be used for its
construction. Before cpproving, the Bank requires detailed
technicel detw end ongineering studics. Thus disbursements
muy bo held up pending receipt of such studies and final
spprovel of projects.

2. Disburscoments may be retorded beciuse of the lack
of ndequato plunning and moenageriel orgenization by the
borrower.

3, TWith mony of the dovelopment loans in the semple,
an important fuctor affocting the rate of disbursement
was tho wuar~time shortago of United Stutes muchinory and
equipment which prevented borrowers from buying cquip-
ment as fost as they could huve used it.

ly. The Bank in certein cusos agreed to sdvence o
stipulated smount of the losn es & rovolving fund, to
provide tho borrower with funds to initiate purchuses of
metericls ond equipment. Subsequent disbursements wore
mado only after actual purchases, to reploenish the original
rovolving fund. On such loans, the first disbursemont may
hevo been mede ewrlier then would otherwise heve been the
CE.58.

1/ In generel, n borrowcr can begin to draw upon o loan any time after
™ the "signing" of the loan tgreement. In some ceses, however, actual
utilization of tho loan may be held up until qualifying conditions

or tcchnieclities have beon met.



KN

0°86 |9°%6 | €98 | 8°28 |1°89 |6°¥V | 6°¢¢ |$°02 | 8°8 9°1 ¥l \wmwxpm\s £13snput
Fututwuoat Jo jueudojans(
= /= ted0(d OTY OpPoTleA
aﬁsﬂmm&mwwaﬂndpm Jo ot1qndsy
"9G |8*9g | 8°8%p | 8°8¢ |{4°0¢ |2°9T | §°OT |1°S 0° 0* g %/51/8 qusudo(easp 1BININOTIIY
\mn (GVHS - TaTeH Jo otiqndey
$*eL 1%°69 | 0°29 | 806 |6°%% |8°L2 | £°9T [6°¢ 0° 0° 21 w/¢2/L syoeload
: Telnynotade ‘sxaom oTTqnd
. reIqWoOTo) Jo otrqnday
: /%/2
9°9g |2°%¥ | 6°8¢ | §"eg |L°GT |L6 | L°2 (S°T | ¢ 0* 02 1%/22/3 qus(d 093§
:(1vZeag) TBUOTOBY
eot3anaepis vryuwedwo)
9°2. 10°g9 | 8°08 | 9°0% |$°0¢ |L°T2 | 8°CT |L°9 e 0° 9°% 0%/2/01 speod Arejnquag
¢ femyZ Ty uwed TJIsUy-I103UT
— —BOTH B3SO) JO OoITgncey
/%/?
$°99 |$799 | 2°9g | 2°85 |9'ge |1°62 | ¢°12 [¢"T2 | 9°11 | O° 21 0%/e1/9  |weloxd jusudo(erdp [TBISAQ
:uoTyReI0dI0) ojusuiod STTUD
(aunoure 78303 Jo 8dejuedaad)
yyues| uauti| yaus ta| uauesss| urxts| urgTd| usanod| patTul| puodes|gsatd) /TEIEIIOP FueueLIIY
o SUOTTTTH)|JO 2an3eusts r0of0ad pue Jemollog
IJ93JI18n0npd FUNOUY Jo 93ed

(sxeaaendb Aq eaTaeTnUN))
yueg qJtodur-glodxy oYz Jo sugo] juewdo(sas( UC JUSUSSINGSTJ JO 938y

I o1q8l



CONFIDENTIAL

5y3 03 Jotad POZTIOUINB S@SBLOJIOUT sSn{d junows TBUTS TIO

03 pedueAPE® 000 °005%
£000°00C% BOTY ®B3SOD
09 JopJdsc UT spunj ueoy 3jurg PpomﬁHlvuomNm U3 T spumg

*jueg atodul-3J10dxg oYg JO S083SNLJ JO pJeog JO uoTiniossd Jo o3vd \ﬂ
*3utousuT I J0J ©TQIIT[o® o8 saanjtpusdxe [8O0T] \m

iodqe spung JuraTcaea syl JO sjunouiv oyj

*(wa1y JurIeoUTIUL

TeU0 T41ppe ue snld) 000°00SG§ T1T2BIE f00C°00T§ BTqUOTODd f000°00TH Lendnan £000°006E vaAnd
* S18MOJIJI0q Aq seswyoJnd JC UOT3BIZTUT 8383TTIOBR]
Juiatoaea JO JUSWYSTIQ®ISe 8Yj J0J peptaoxd sjuswsexde UBOT] \M

*quUsWSSINGS TP 3SJITJ

oy3 40 qUmous TeUTITJIO oYyj Joy3Ie ST U0l oy3 JO junouwre oyj \ﬂ

ok o) o° 82 sv/L2/11 : quetd 10938
:uotyerodaoc) ojuswcd STTYD
9°¢ |92 $°2 9° 0° oM 0* oM 0° 0° 01 e%/08/21 quowdoTessp [BINGIROTIIY
/gi0%tped
vfe) - BIqUWOTOD ‘Jo otiqndey
g°66 | 0°G6 g8 | 0°18} 0°G | ©° o° o) 0° 01 /2/¢ KrsutJed 2ULITOsed
:SOUBOIXOW S00T0I30d
9°22 18722 | s8¢l Ak 6°1 | ¥° $° 0* 0° 0* 21 ev/22/L mesls tomod 0TI300T8-04PAY
\Mahmsw:hb Jo otiqndsy
*9T |G*2T | €76 0°9 | 09| 09| 21T |0 0" o* §2 2v/8/% sesnoyalei
peasladiaed ‘sitom oTiqnd
\mVM¢mnsu Jo otrqndey
(3unows [B303 JO o38qusoaad)
U3 1| uawii| u3s 1| uaueses| uaXTS| UrITd| uaanod| pATyL| puooes| gsatal /T(SHETIOP UBUSS.IFY .
JO SUOTTTTH)|JO eanzeustg 10efoud pus Jamoaaog
IT2aa1mwnh aunouy J0 83%8( o o

(penutjuod) I o1qel



-5- CONFIDENT 1AL

5. On some loans expenditures meade locally, as well
as those for United States products and services, were
eligible for finuncing.

From Teble I it is apparent that the rate of disbursement
on the eleven loans in the sample does not follow any single clear-
cut pattern. However, it mey be noted -that only one disbursement was
made in the first querter, and in most cases only relatively small
disbursements during the second quarter. By the end of the first
year disbursements did not in any case exceed 33 per cent.

For the first six loans in the table (set apart because they
form a group of loans on which disbursements were relatively rapid and
on which the rates of disbursement followed a rather similar pattern)
the average emount disbursed during the first year was about 16 per
cent. During the second year disbursements on these six loans were
considerably larger than during the first, reaching on the average
about 37 per cent by the end of the sixth quarter and «bout 57 per
cent by the end of the eighth. By the end of two and one-half years,
disbursements on these loans had risen, on the average, to about 70
per cent of the total emount of the respective commitments.

As to the loan to the Chile Fomento Corporsation on which
disbursements reached 12 per cent by the end of the second quearter
and 21 per cent by the end of the first year, it is relevant to note
thet the Corporetion had already been in operation for more than a
year when the loan was signed and that it had already drewn up broad
plans for its development pragrem. The Companhia Vale do Rio Doce
project, on which loan funds were disbursed rapidly, reccived specisal
priority treatment because of the war-time importance of its prospsctive
iron ore production.

Disbursements on the other five development loans in the
csample follow no clear-cut pattern. On the louns to Cuba and Uruguay
the rate of disbursement was slow but steady. No disbursements were
made on either until the fourth quarter. 3By the end of the second
year, 9 per cent of the Cuban loan had been disbursed and 15 per cent
of the Uruguayan loan. One possible reason for the slovmess of dis-
bursement of these two loans i1s that shortages of United States equip-
ment were particularly acute during the first two years of these loeans.
Also, utilization of the loan to Cuba was held up because the Cuban
government agency meneging the development program wes delayed in
formulating plans and beginning construction.

Of the remaining three development'loans, the loan to the
Colombian Caja Credito was not used at all until the seventh quarter;
at the end of two and one-half years less than four per cent had been
disbursed.l/ The logn to Petroleos lMexicanos was disbursed almost

l/ Disbursements on this loan have been slow beceuse the Bank has had
difficulty in getting sufficient information and completed engi-
neering studies on the projects which the Caja Credito has proposed.
By June 30, 1946, the Bank had epproved projects, some on a tentative
basis, which would require disbursements of %% ,600,000, or 36 per
cent of the loan.
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on-irely during the sccond year. This pattern of disbursoment may
indicoto thet e period of one ycer wes needed for the placing of
orders and the completion of manufacture of the desired refinery
cquipment for delivery during the second year.l/ On the loan to the
Chile Fomento Corporction for tho construction of an iron and steel
111l no disbursemonts had beon mede by the end of the third querter,

thes present deste.

Ratc of Disbursarcnt on Reconstruction Loans. The ratc of
disbursemont on Export-Import Benk reconstruction louns has been much
noro repid then on development louns. This differcnce results in
lirge purt from the difference in the purposes for which tho two types
of loans aro grented end in the manner in which they cre utilized.

In the cusc of development loans, the use of loan funds is restrictod
to purcheses of cquipmont wnd scrvices required in conncotion with
spoeific projects epproved by the Bunk. Reconstruction loans, on the
otaor hund, may be usced to purchase a wide runge of Unitod States
cepital and consumer goods and hove, in fact, boen designod to essist
in mceting current doller deficits of the borrowing country.

Up to Nay 1, 1946, reconstruction loun agreements wcro
signed with Demmark, Netherlonds, Belgium, Greece, wnd Finlond.
These louns heve now beg} eveileble to the borrowers for periods of
three to ¢loven months.2/ Table II indicotes thc rute et which dis-
burscmoents were mado on ccch of these loans; it shows, at monthly
intcrvals, the cunuletive percontage of the loan thuat hes been
disbursed.

Three of the six loans showed no disbursements for the
first thrce months. On tho other three (the Denish ond Finnish louns
and the 50 million dollsar Dutch loan) the amounts drawn were in each
cese sround 20 per cent by the end of the third month and cround 50
per cent by thc e¢nd of six months. The percentage inereased by the
cnd of the third quarter to 75 and 80 per cent respectively for the
Denish and Duteh locns, the only ones availeble for so long & period.
licst of the Belgian locn wies disbursed between the fourth and seventh
nonths; the Belgians did not begin to draw on their loan until the
fcurth month, but had utilizoed 85 per coent by the end of the scventh,
ard latest, month. .

1/ The loan agroement limited the wvuilebility of this credit to a
T two-yeer poriod. However, the dute et which a loun will oxpire
mey be extended if the circumstances woarront so thut expiration
detes do not necesserily fix the dete on which disbursements will
terminate.

The loens to Donmark, Belgium, Finland, esnd the Nethuerlands were
clse cveileble to finance purchuscs mede prior to the signing of
the loun agreements, The Danish locn can be used to finence pur-
cheses made since March 13, 1945, the Belgian for purchasecs since
September 1, the Finnish for purchases since November 15, tho $50
million Dutch loan for purchases since Septomber 19, eand tho $200
million Dutch loun for purcheasos since April 1, 19L46.



CONFIDENT LAL

£000°000° T aeuwus(

*000°000°g¢ puBTUTd f000°000°e$ 00019 f000°000°SH unt3Teg f000°000°GE spuelJaaylel

toaxs spunj. 3UTATCASI AY3 JO sjunoure oyl
JopJdo UT spunj usoy ueg qaodug-qtodxy yYzim spunJ FutaToAs I JO JUAWYSIT[QBLSe 8y I0J pepraod

s szemoaaoq Aq soseyouand JO UOTFBIFTUT 8383TTIOBJ 0%
d sjusuieouds uwvO] \M

o 0 o° 002 9%/1/5 SpuBTIeY3a(l

oy3 Jo wopduty

L°SY |gr0g | $U42 |PTLT | £°%T (€71 5 9v/1/2 PuBTUTd
o otrqunday

0° 0 0 o o) o° g2 9%/91/1 u\ﬂmomogm
© wopdutry

¢*g8 |4°8L |1°¢9 | 2722 [O° (o) 0° 37 g%/61/21 \mssﬁmﬂom
70 wopduyry

0°08 | ¥°99 | $°59 |8°6¥ |2°G¢ | 0°¢Z |0°¢e | ¥°2T |O° 08 %/1¢/01 | /yspueTiouden
oYy Jo wop3utry

0°g, |o*g. |0°c. | 0°99 | §°T9 |O°1S |G"4% | 0°8% |0°G2 | §°61 |S°8 02 5v/0¢/8 /rreuneq
_ _ Jo wopIuty

(3unours 18303 JO 93B3U80J49d) o I
YaueAoTd| yaUs L | yautil| y3uS 1d| Yauess s Y3x TS| U3 Td| Y3INOd| PITYL| PUOOSS| 3SITd (saetiop FUBWSBI3Y
Jo SUOTTTTK)|JO 2In3BUITS JoMOx.10g
HINONR . Junouwy Jo a3sd

(syauow Aq satjBINUM))
sueg 3JtoduT-3J0dXy eyj JO SUBOT UOTIONIFSUOOSY UO JUSWRSINGSTQ JO 38

11 9198l



-8 - CONFIDENTIAL

New Currency in Albania J.H.F.

The Govermment of Albenia, by a decree-law of July 11,
implemented by an order of the linister of Finence of July 15, 1946,
hes re-established the Albanian franc at pur with the pre-191ly gold
franc. Between July 15 and July 2, all existing money (cash and
deposits with the State Bank, the only credit institution in operation)
was exchanged for new currency on the basis of one new for five old
francs. No household, however, was permitted to receive more than
1,000 new francs in either cash or currency; holdings exceeding 5,000
old frencs were deposited in blocked accounts, which will be made
evailable "for the requirements of agriculture and reconstruction”--
wr.other for the asccount of the former owners or of the Govermment has
nct been stated. All money claims as well as prices and weges were
reduced to one-fifth as of July 15, 19L6.

The new currency will not include gold coins, but will con-
sist entirely of notes of the State Bank end subsidiary coins. The
country's former zold reserves were removed by the Italians and at
present the new currency hes no gold coverage at ell. The fiction
that the new franc is equal to the gold franc, which had been the
netional currency before the Italian occupation, was created in order
to support public confidence in the new currency and in ordsr to
"justify" an extraordinary overvaluation of the new unit in terms of
foreign currencies. In recent months, the exchange rate botween the
Albanian franc and the dollar, bascd upon the price of the gold
Napoleon (piece of 20 gold francs), was approximately 1.05 United
S-ates cents per franc. According to the ratio of one new franc for
five old francs, the new exchange rate should have been approximately
5.25 cents per new franc. Actually, however, the new exchange reate,
based upon the decreed value of the Nepoleon equal to 20 new francs,
would be 32,669 cents per new franc. Lioreover, the Govermment has
fixed the exchange rate of the peper dollar around 10 psr cent below
the decreed gold parity, at a level equel to 36,101 cents per new
franc, probably in order to force Americans (i.e., the staff of the
United States mission) to purchase needed Albanian currency, as hitherto,
by selling zold rather than puper dollars. In contrast, the rates of
the Czechoslovak crown and the Yugoslav dinar have been set at their
gold parity in spite of the fictitious nature of the gold parity of
tiese currencies. ’

The purchasing power of the dollar is thus less than one-
sixth as high as before. Hconomic relations between Albania and cther
mambers of the Soviet economic bloc ere based upon barter agreements
aad are indevendent of exchange ratios. The overvaluation of the
2lbanien franc therefore effects only nations outside of the Soviet
bloc. Like similar moves in connection with the Yugoslav currency
retorm of 1945 and the Hungarisn reform of August 1, 1946, the Albanian
action is to be viewed as part of the communist strategy in Southeastern 5
Burone, aimed at making economic relations with the West extremely
difficult.

H
H
i



-9 - CONFIDENTIAL

Sweden's International Lending Robert W. Bean

The Swedish Govermment is presently considering the ex-
tension of a one billion krona credit to Soviet Russia. To appreciate
the effect this credit would have on Sweden's internal economy, it is
necescary to know the total volume of foreign credits already granted
by Sweden. Unfortunately, no regular official statement is available.
Foreign liinister Unden was reported to have said on April 15, 1946,
that tot?l credits "made or promised" amounted to 2,700 million
kronor ./ Other statements indicate that this figure included gifts
as well as credits. The composition of this amount, however, is not
clear. This article presents a summary of whuat detailed information
is availeble.

On the basis of this information, the totals shown in
the accompanying table would appear to be approximately correct.
With regard to the immediate effect on Sweden's economy, gifts are
ecually as important as credits, and are therefore included.

The figure of 2,135 million kronor represents total

credits euthorized since the beginning of the war, and not repaid

or cancelled. This is not synonymous with the amount presently out-
standing, for it includes lines of credit which have not been entirely
used, The great bulk of these credits has been used or committed by
tr.e borrowers, however, and it is likely that all but a very minor
portion will eventually be drawn upon. It is probably safe to say
trat the esmount presently outstanding is in the neighborhood of 1,800
million kronor (500 million dollars at the present rate of exchange).
This is equivalent to one-tenth of Sweden's national income in 194,

If the credit to Soviet Russia is granted in the amount
indicated, total gifts and lines of credit extended by Sweden since
the beginning of thezgpr (and still on the books) will amount to some
3,700 million kronor,=/representing rore than 20 per cent of Sweden's
194); netional income. About 2,500 million will have been made
available over a three-year period (1945-47), including an esti-
meted 300 million of the credit to Russia, which might rean an
averege of more than !, per cent of the national income during eech
of* those years.,

l/’This figure (ebout @40 rnillion dollars at the old rate of exchange)
was quoted in the July 1 issue of this Review.

g/ The existing 100 million krone credit to the U.S.S.R. would be
consolidated with the new loan,




A.

B.

C.
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Millions of kronor

Total credits grented in connection with
the wer and not repaid or cuncelled:

Interest-bouring Govermment credits 328
Non-interest-bearing crcdit in form of
Riksbank agrcement to accept
sterling belancesls 80
. Los

Total reconstruction end commercigl credits
oxtended since beginning of the war and
not repeaid or cancelled:

Intcrest-bearing:
Long-torm Governmont credits 9235/
Short-term Govermmcnt and Riksbeonk b/
credits 85~
Short-tornm Government-zuarentced c/
crodits 57—

1,065
Non-interest-bearing credits in form of
Govermment, Riksbunk, and privute 7gree-
ments to accopt storling belancosls 662%/
1,727

TOTLL CREDITS 2,135

Total gifts since beginning of wear:

Originully extcnded es gifts L70
Interest-free credits loter written off
by Sweden 200

670

TOTAL GIFTS AND CRIDITS 2,805

"Repuyment" of this typo of credit consists of Sweden's liquiditing
the storling balunces wcquirced. This hes not yet boon accomplished.
Including o 100 million krona credit to the U.S.S.R., of which &
portion may hove been repaid,

Including o 5 million krona credit to Norwey, which has not been--
and probably will not bo--dreawn upon.

imount outstending s of the end of 1945.

Estimated.
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World Income, 1924-37 . Randall Hinshaw

A little over a year ago, there appeared in this Review an
article by the wrjiter presenting indexes of world income for the
period 1929-37vh/ Since these series were constructed, new income
date have come to light, meking it possible to add more countries,
to substitute several superior income series, and to extend the
indexes back to 192l,. At the seme time, advantage hes been taken of
certain suggestions concerning the method of constructing the indexes._/

For the period 192}-37, consecutive nationel-income series
can be obtained for thirteen countries, while for the period 1929-37
et least twenty-three series are available.é/ The various series of
course differ widely in reliebility end, becasuse of conceptual differ-
ences, frequently are not strictly compercble, These difficulties,
howvever, cen easily be exaggerated, particulerly if all that is desired
is an index. JWhile the indexes in this study wre obtained from income
totals exprossed in dollars, it is the indexes rather thun the totals
on which major rclicnce should be placed.

Theooretical Difficulties

. The chief problem in constructing doller totals of income

for o group of countries is to find appropriete rates at which to
convert income figurcs cxpresscd in the virious national currencies,
The most obvious procedurse is to use actunl rates of excheonge, but

this approach is opsn to the scrious objection thut exchunge rates
during the thirties were in verious cescs meintained at erbitrary
levels by mewns of exchonge control, quotas, export subsidies, and
similar meusures. A more rationtl procedurc is to use purchasing-power
parities since, in the last analysis, internctional income comperisons
cnd summations huve meaning only in terms of what such income cean buy.

Thereo is another question of method, however, which is &lso
importent. Should fixed retes of conversion be used throughout the
period, or should the retes uscd chenge from yeer to year? That is to
say, should income figuros be converted throughout at the average rates
for the period as a whole or at the chenging annucl rates? The latter
procedure is sometimes uscd in combining incoms figures, but it is open
to the greve objection that relative movements in the income total
depond upon the curroncy in which the total is oexprossod; for cxemple,
for the period covered in this study, the releative movoments would be
different when oxpresscd in sterling thun whon cxpressed in dollers.

1/ "World Income, 1929-1937"7 (Supplemont), Rovicw of Foroign Dovelop-

T monts, Junc 23, 1945,

2/ Tho writor is indebted to Messrs. Ernost M. Doblin, Hal B. Lury,

T W. G. McCarroll, and Lloyd A. Mctzler for suggestions and criticisms.

3/ These countries cccount for thc bulk of world income, the major

"~ omissions being China, India, cnd Russia. According to Mr. Ernest M.
Doblin, the twonty-thrco countriocs referred to above accounted in
1940 for 59.3 per cent of estimated total world income, while the
thirtcen countrios for which figurcs erc availablo from 1924-37
accounted for 5L.L per cent.




- 12 - CONFIDENTIAL

Tris problem oxists whethor actual exchange rates or purchasing-power
perities are used. The only way to avoid the difficulty is to employ
fixed conversion rates throughout.

World Money Incomec, 192-37

In Toble I below, thrcc indexes of world incomo (money incomo)
are presented, covering tho period 192,-37. Each indox is derived from
deller totals obtained ot fixed conversion rates. In the first indox,
tho rates of conversion arc tho avorage oxchenge rates for the poriod
¢ @ whole; in the second and third indexes, the ratecs of_ conversion
are the average purchasing-power parities for the poriod.l. The first
two indexes (Columns A and B) are based on income data for thirtoen
ccuntries.g/ From 1929 on, it is possible to add ton countries to the
series.é/ When this is donc, tho sccond indox appears as in Column C.

Table 1
Indoxes of World Money Income
(1929 = 100)

A B Y
At Averago At Avecragoe _ B, with
Bxchange Purchasing-Power Ten Countries
Rates Puritios Added in 1929
162l 83.6 83.8 83.8
1625 87.7 87.9 87.9
1626 90.8 91.0 91.0
1527 92.6 92.7 92.7
1528 97.3 97.4 97.L
1629 100.0 100.0 100.0
1S30 88.1 88.2 . 88.7
1631 7%.6 4.2 7h.7
1¢32 603 61.L 62.%
1633 63.1 6.3 65.3%
153L 69.5 70.5 71.3
1635 75.6 76.6 77.6
16356 85.0 85.9 86.8
1637 93.6 9L4.9 96.2

1/ THEmpurchasing-power-parity ratos werc computed from cost-of-living
T indexes in tho conventional wry, with 1929 &s buso year. However,
instead of assuming that the cxchenge ratos prevailing in 1929
ceeourately reflected purchasing-power parities, it weas assumod that
thoy diverged from such narity to the extent estimeted by Colin Clark
(Conditions of Economic Progress, pp. 51-52). Thus, where possible,
the 1929 rates werc adjusted by the amount which, eccording to Cleark,
would have equelized intornationel price levels.,

The thirteen countries ero Australia, Caonada, Demmuark, Frence,
Germeny, Jspan, the Netherlands, New Zeeslend, Norwey, Sweden, Switzor-
land, the United Kingdom, and the United Stetes.

3/ The additionel ten countries wre Austria, Belgium, Brazil, Bulgaria,
~ Chile, Czochoslovakia, Estonia, Finland, Hungary, &nd Mexico.
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It will bo seen thit the threc indexes agroe closely. They
eppear to show that between 1929 and 1932 world money income fell by
something in the neighborhood of L0 poer cent, thereaftor recovering
standily, so that by 1937 it wus not for below the level of 1929.

In Chart 1, world money income (&s measured by thc third
indox in Toble 1) is compared with the nutionul income of the United
States. The chart confirms the contention thut the world depression
wess much more severe in this country than in the rest of the world.
Foreign incomes appear to have fullen only by .bout one fourth between
1929 «nd 1937, whoreas ‘mericen income fell by more than holf. More-
over, foreign incomes were apprecicbiy highor in 1937 thon in 1929,
while /mericun income wes 1l per cent lower.

It is interosting to note, howover, thet the indexes in
Chart 1 do not support the conclusion that there is a persistont
tondency for American income to fluctuate more widely than foreign
income. For exemple, thore is no evidence that American income,
during the period 1924-29, rose more sherply than foreign income; in
Chart 1, tho two scrics during this poeriod are virtually congruent.
Tho divergence in thoe retes of chungae does not appear until the
depression.

World Real Incomo, 19244-37

Since cost-of-living indexes src aveileablo for the countries
in tho foregoing group, it is possible to compute a resl-income scries
for each country and a recl-income index for the group «s o whole. To
construct this index, tho verious income scrics woere first expressed
in the originel currencies ot 1929 prices (cost of living). Each
series wus thon converted into dollers st the cveruge purchasing-power
parity for the whole period. Thus the British sories, for exemple,
was converted into dolleurs et o rato of 5.2974 dollars por pound, the
estimated averuge purchasing-powor perity for the period 1924-37. 1In
this form, the verisus incomo figures for esach year were added and en
index mede of the totals. '

The world rotl-incomo index is shown with other real-income

.series in Teble 2. It will be noted that the addition of ten countries
in the period 1929-37 makes little difference in the index of world
real income. fccording to indoxes £ end B, which cover the same
countries s thc correspnonding indexes in Table 1, world real income
fell by about one fourth botween 1929 cnd 1932, and by 1937 hud not
only completely recovered, but wes more than 7 per cent higher than
in 1929. 2s in the case of moncy income, the contrast between the
United Stutes end foreign countries is striking. Wheroeas /merican
recl income dropped by LO per cont betwoen 1929 wnd 19%2, foreign
rocl income (Column C) foll by loss thun 13 per cent; wnd wherens
Jmericen reol income in 1937 was at aclmost cxactly the samc level

in 1937 us in 1929, foreign rosl income was 13 pwr cont higher.
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In fect, according to the index, foreign real income had cchieved
nlmost complete recovery by 193, snd by 1935 wus sctually higher
than in 1929,/

Table 2
Indexos of Recl Income
(1929 = 100)

4 B ¢ D
Real Income L, with B,
of Thirteen Ten Countrios Bxcluding United
Countries £Ldded in 1929 United Statos States
192l 86.0 86.0 87.9 8.2
1925 88.2 88,2 . 89.0 87.4L
1926 90.1 90.1 91.0 ' 89.3
1927 92.9 92.9 95.4 90.4
1928 97.9 97.9 99.9 96.0
1929 100.0 100.0 100.0 100.0
1930 90.9 91.2 96.9 8L.8
1931 82.7 83.2 91.7 755
1932 73.9 Th'6 87.7 59.8
1633 80.1 80.6 92.8 66.7
163, 86.5 86.9 97.2 75.1
1635 92.9 93.2 102.7 82.5
1636 102.0 101.9 107.9 95.0
1637 107.6 107.4 112.7 101.3

For nine of the years (1929-37), the index of world real
ircome includes twenty-threc countries, In Table 3, the twenty-throe
countrics wre listed in the erder of their average rcal income over the
nine-ycar period. The roal-income figures aro exprossod at 1929 prices
(cost of living), and arc converted into dollurs at the avorage pur-
chasing-power parity for each country.

According to those figurcs, the two countrics with tho
largost incomos account for over half the totul, while the first five
ccuntries eccount for morg than four fifths. Tho twelve countrios
with the lowest incomes (more than half the entire number) cccount for
orly 7.5 poer cant of the totel income of the group.

1/ If Russia were added to thc index, the disparity botwoen /Amoricen

~  and foroign income would beo still more striking. A Russian real-
income series exists for the poriod 1928-37, but was not includod
in the index, primurily boeecuse of a lack of the nocessory price
dote with which to compute an appropriute rate for converting the
Russian income figuroes into dellcurs.
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Table 3
Lveorage Reol Income, 1929-37
(In billions of dollors et 1929 prices)

Average Per Cent

Real Income of Total

United States 68.0, L2.2
United Kingdom 22.2 13.7
Germeny 18.2 11.2
France 13.], 8.3
Japan 9.3 5.8
Canads L.9 3.0
Netherlands 3.1 1.9
Australia 2.9 1.8
Czechoslovaekia 2.6 1.6
Brazil 2. 1.5
Belgium 2. 1.5
Sweden 2.0 1.3
Mexico 2.0 1.2
Switzerland 2.0 1.2
Austria 1.3 .8
Dermark 1.0 6
Hungary 1.0 .6
New Zealand .7 A
Norwsy o7 A
Chile NS .3
Finland .5 .3
Bulgaria 5 ]
Estonia o1 .1

162.1 100.0

In Chart 3, the indox of world real income (Column B,
Table 2) is compared with two global indexes prepared by the League
of Nations: (1) the League index of world industrial production and
(2) the League "quantum" index of world trade (both series excluding
Russia). Generelly sposking, the three series move together, but
world industrial production appears to rise and fall more sharply
then world real income. Of thc three indexes, world industrial pro-
duction shows the greatest drop for the depression period, while
volune of world trade shows the slowest recovery. Jjccording to
these series, both world real income end world industriel production
wore higher in 1937 than in 1929, but the volume of world trade in
1927 was still below the 1929 level,
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Budgetary Loan to the Philippines J.E.

The budgetary problems of the new Philippine Governmenti/
have been eased temporarily by the action of the Americun Congress
in tacking on to the Bill which extends the life of the Reconstruction
Finence Corporation an amendment authorizing the R.F.C. at any time
before June 30, 1947, to meke loans to the Philippine Govermment the
total of which shall not be more than 75 million dollars. The smend-
ment was offered on the floor of the House of Representatives in the
final moments before the R.F.C. Bill was pessed. It provided that
the exact amount of the credit or credits and their terms were to be
those which "the R.F.C., after consultation with the National Ldvisory
Council, shall deem to be warranted by the financial position of the
Govermment of the Republic of the Philippines." The rate of interest
shall not be less than 2 per cent, which. is roughly the average cost
to this Government of borrowing funds. The Bill, as amended, was
signed by President Trumen on fugust 7.

The decision to authorize the R.F.C. to lend 75 million
dollars to the Philippines wes admittedly an emergency decision taken
in the last crowded legislative days of the 79th Congress. It was
feared that the Philippine Govermment might face a crisis before the
next Congress could &ct in January. £s a matter of policy theo W.A.C.
and the Board of the Export-Import Bank had decided that it would be
urviise for the Bank to make & budgetary loan. Congress itself was
rcluctent to authorize a direct Tressury loan, so the use of the
R.F.C. was & compromise exnedient.

President llanual Roxas had requested a total of apnproximately
L0 million dollars to cover anticipated budgetary deficits over the
next five years. He asked for 100 million dollers for the fiscal year
1947 with four succeeding anvusl installments decreasing each vear by
10-1/2 per cent. The 100 million dollars for the first year was pared
to 75 nmillion dollars on the recormendation of the N.A.C. bssed on =
preliminary study by its Steff Cormittee. In the hearings before the
Hcuse Benking and Currency Committee, State and Treesury reprcsentatives
of the N.A.C. made it verv cleer that the Council was making no commit-
ment with regerd to President Roxas' 00 million dollar recuest. Rather,
they recommended the establishment of a joint American-Filipino Com-
mission to study the finunciwal and budgetary problems of the Philippines
ard to make recommendations to the two Governments. It was evident
from the hewrings that the American Goverrment was not suificiently
irformed about Philippine govermmentel receipts and expendituraes to
meke & long-run decision at this time concerning possible American aid.

It is generally acknoledged that the reeal purnose of the
fmerican budgetery loan to the Philippine Govermment is to vnable the
Philippine Treasury to maintain the 100 per cent reserve requirement
of its monetury system. Since the reserves backing the currency are
dollers on deposit in the Unitsd States Treasury, the R,F.C., under

1/ For background on this subject sec Review of Foroiin Developments, "
June 17, 1946, "Budgetary Problems of the Independent PRilipoines.”
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the present authorization, will simply make additional dollars
availeble egainst which the Philippine Treasury can issue pesos to
meet governmental deficits in the Islands. The dollars will not be
used in the first round of expenditures, though they may very well
be used in succeeding rounds by Filipinos who buy fmerican goods.
Thus, in the absence of import controls, the loan may tend to
perpetuate the present large import surplus in the Philippine
balance of trade,,





