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Financial Developments in hustria J. Herbert Furth

Two years after liberation, Austria still has probably the lowest
stendard of living of any Buropean country outsice thc Soviet zone of influ-
ence. Repeated declarations of the United States that Austria was to be
trested as & liberated rather than os an ex-enemy nation have so far had
little oractical effect. The country remains divided into four zones of occu-
pation, and the cgreement of Junc 28, 1946, which returned to the Austrion
Goverrment the bull: of the cuthority previously cxercised by the Allied Council,
has never been implemented in the Russien zone. The Russian authoritics con-
tinue to trcct the country's most valuable natural rcsourccs and industricl
enterpriscs as German assetsjyand discourage eny resistance »y public officials
or private owners by deportation to Siberic. The food retion for '"normal con-
sumers" remoined ot the starvation level of 1,200 celories until November 11,
1946, when it was finclly rcised to 1,550 calorics, the level prevailing in
Germony.  Delay in concluding ncgotictions for imerican credits has depressed
the morale of enterprencurs and workcrs clike. The territorial ond financiel
claims which Yugoslovia, with Russion support, orcsented to the Conference of
Foreign Ministers threaten further cconomic losses, The rccord scverity of
this winter, coupled with the catastrophic lacl of fucl and clothing, hes made
nceessery rigid restrictions in industricl activity and transportation, and
multiplicd the miscry of thc pcoplec.

1/ Sec this Review, ‘October 21, 1946, supplement.
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Under these circumstances, it is surprising that the Austrian cconomy
in 1946 madc any progress at 2ll, In spite of all handicaps, however, Austria
has maoncged to procced with the reconstruction of her cconomic system, duc
orimarily to the help extended by UNRRA and by the American and British occu-
pation authoritics. She hos substantially improved her finencial position,
and hess prescrved as much freedom of private enterprise as pemitted by the
occupying powers. Employment is at record levels: unemploymeont, the greatest
scourge of thc country during the intcr-wor period, in November 1946 stood ot
a mere 65,000, as compored to 369,000 ot the end of 1937 and 84,000 in Jonuary
1946, and vacancies were 70 per cent lorger thon the number of job cpplicotions.
On the other hond, ton-kilometers of freight carried by rcilroads were less
than onc-third cs great as at the end of 1937; in the abscence of an overall
index of’ cconomic activity, this ratic is probebly represcntotive of average
economic droduction., The discrepancy between cmployment and output is duc to
the lowerced efficiency of labor, attributoble meinly to the continuing poor
level of nutrition, and also to the necessity of devoting much work to tasks
of rehabilitation, such as removal of rubble, which do not appear in output
statistics. Even so, the progress cchieved in 1946 is strikings betwcen
January and November 1946, praduction of stec) ingots rosc from 8 to 47 per
cent of 1937, and output of magnesite (one of the country's most importoant
natural resources) from 2 to 55 per cent. Unless relicf cssistance is pre-
maturely temincted or the fortheoming treaty vith the Allied powers imposes
intolerable conditions, the prospects for substontial rccovery in 1947 arc
encouraging.

Currency and Banking. At the end of November 1946, ncte circulction
amounted t> 5,657 million schillings (565.7 million dollars et the officiel rate
of exchinge), of which about half (2,792 million) wes paid t» the occupying
powers as occupation costs. In the eight months following the end of the con-
version of German marks intc the recsteblished Austrian currency,l/noto circu-
lation Zncreased by 1,451 million schillings, of which €12 million went tc the
occupying powers. Lorgely coffsctting this rise, frec deposits with the National
Bank decreased by 1,244 million, to 2,398 million schillings. Blocked deposits,
representing meinly the equivelent of notes iifrozen! in conncetion with the
currceney conversion, amountcd to 4,015 million. The cover of these licbilitics
consisted almost exclusivecly of claims of the National Bank agoinst the Austrian
Treasury since all tongible asscts of the Bonz were cerried off by the Germans
after the annexoticon in 1938. Gold and foreign cxchange reserves werc only
17 milllon schillings, but mcanwhile have been increased by around 47.5 nillion
in gold recturncd to the Bonk by the Amcrican occupation authoritics as the first
installnent >f the gola reserves rccooturcd from the Germans. Further and more
gubstantial restitution deliveries are cexpeected from the distribution of the
German gold poth,

At the enc of November 1946, fincncial institutions (cxeluding the
National Bank) had demend depnsits of 4,111 million schillings, savings de-
posits of 3,473 nillion, and blocked deposits of 8,425 millisn. TFragnentery
figures for previous dates indicate slight but steady withdrawals »f deposits
during <he year. All means »f peynent (notes and free deposits) totalled
16,139 nillion schillings, as compered with 4,025 millicn at the end of 1937;

1/ Sce +his Revicw, July 15, 1946, p. 4.
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the increase was proportionately far lorger in currency (455 per cent), deposits
with the National Bonk (832 per cent), and demond deposits with other insti-
tutions (722 per cent) then in savings deposits (58 per cent). Because of the
devaluction of the Austrian currency, the increase in means of payment in terms
cf dollars was only around 117 per cent; if the black-market rate of the dollar
is used for computing the 1946 value of means of payment in circulation, o

drop of 69 per cent is incdicated. All these developments reflect the familicr
influence of war finance anc its aftermath on Europcan countries.

The forcign cxchenge value of the schilling was fixed by the National
Bank at the former militery rate" of 10 schillings per dollar, as compared to
around 5.40 schillings in 1938. 1In the black merket, the price of the dollar
dropped from 165 schillings in Jenuaery t> 70 in December. Thce official gold
price, based upon the dollar parity, was 11-1/4 schillings per gren of finc
gold. In the black market, the price (comvuted on the quotations for com-
mercial gold, 7/12th finc) dropped from the equivalent of around 515 schillings
por gron of fine gold in January to around 78 schillings in December, and at
the latter dote corrcsponded cxactly to the black-market dollar rate.

The domestic purchasing power of the currcncy was very high in temms
of offizizl orices, and very low in terms of black-market prices., The official
cost-of-living index rcached 158 per cent of 193¢ in November 1946, but in view
of the devaluotion of the Austrian currency this mecant a lcvel, in terms of
dollars, of only &5 per cent of 1938. At the time, tho cost-of-living index
in the United Stétes stood at around 152 per cent of 1936, On the basis of
legal prices, the purchasing parity of the Austrion currcency would thus op-
proxinate the pre-war rother than the newly cstablished cxchange raote.

Lctunlly, however, such commocdities as werc avallable, apart from
the meager officicl rations, were tracded at prices which were from ten to onc
hundred times as high o5 the legel quotntions. Between January and December
1946, thesc cxtra-legel prices decreasced substantially, particulerly for goods
which rzached the black market through o»fferings from Alliec troops and gift
parcels from the United States. Flour dropoed from 45 to 25 schillings per
kilogram, lard from 400 to 120 schillings pcr kilogram, cigarcttcs from 5 to
1.20 schillings apicce, ond chocolzte from 900 to 20 schillings per bar. As

ar 2s the available datae permit comparisons, these extra-lcgal prices are
about twicc os high as prices in the United States if schillings arc converted
into dollars at the black-markct rate. On this bosis, the fustrian currency
would be overvalued in relotion to the dollar cven ot the block market rate.
Under these conditions it is impossible to determine the actuwal domestic
purchasing power and thus the prospcctive equilibrium cxchange roate of the
Lustrian currency ot the present timo.l/

Wages hove moved approximately in proportion to legel prices: 1in
Septenber 1946, weekly net ezrnings averaged 140 per cent of August 1938
earnings. Thesc wages were cmple for purchesing the official rations and
naking peyments for rcnt and other nccessary scrvices at the lcgel prices,
but gave waege-carncrs littlc opportunity to supplement their ratisns with
ad itional purchases. Average weekly earnings in Vienne varied from 41
schillings for unskilled femalce labor to 62 schillings for skilled mele labor;

1/ For a discussion of a similar problem in the case of Germany, see this
"Review, January 14, 1947, p. l4.
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even the latter figurc represented the black mariet pricc of just one pounc
of lerc., This discrenancy impairecd both the supply cnd the efficiency of
labor in 2 manncr femiliar to all obscrvers of ccononic 1lifc in post-war
furope.

Public Finonee, Budget estimotes for 1946l/includcd expendltures
for ordincry govermment cctivities of 1,705 million schillings, for extra-
ordincry activitics (meinly repair of war damage, but cxcluding all costs of
seewpation) of 181 nillion, and for the net ceficit of 21l state wconopolics
and cnterpriscs (including reilroads) »f 185 million, meking a total of 2,071
nillion schillings. In the cstimates for 1947, cxpenditures for nemal activi-
ties were raised to> 1,893 million, for extroordinary activities to 285 million,
an” for the ceficit of state enterpriscs to 348 million (mainly because of an
incrcase in reconstruction expenditurcs), moking o totel of 2,526 million
schillings, or 455 million more than for 1946, In comparison, totel cxpendi-
tures in 1937 werc 1,454 nillion schillings, of which 264 million were for
dofensc and investments (thus roughly comporable to the extraordinary expendi-
turcs in 1946 ancd 1947), and 117 nillion for the cdeficit of state enterprises.
The increese in cxpenditures thus has remcined very small in comparison with
the changes suffered by government cxpenditurces in most other countries.

Government rovenues were estimatcd at 1,741 million schillings for
1946, and 1,999 million for 1947, as compared to 1,383 million in 1937. The
ceficit was thus estizcted at 330 nillion for 1946 and 527 million for 1947,
as comparced to 71 million schillings in 1937. In the post-war period, about
onc-third of 211 revenues has becn derived from income taxation enc almost the
same portion from the tex on tobacco. In 1937, however, inconc taxes accounted
for only one-fifth, and the revenue from tobacco for only one-eighth of total
revenues while sales and excise taxes played a more prominent role than in
recent years, Receipts from customs duties, which amounted to 208 million
schillings in 1937, have become negligible because of the catastrophic decline
in foreign trade.

The estimates of government exocnditurcs arc unrcalistic becausc of
the exclusion of occupation costs. That part of these costs that consisted of
cash peyments to thc occupying powers amounted to 1,500 million schillings for
the period from liberation to Januery 12, 1946, and to 1,292.5 million for thc
period from January 13, 1946 to the cnd of that ycar. In addition, an csti-
matcd 250 million schillings wes spent on compensation for occupation payments
in kind (requisitions and services) in 1946, Total occupation costs were thus
equzl. o around threc-fourths of all budget cxzocnditures of the government of
that ycar. For 1947, this burden will be considerably smeller, Cash payments
nave been set at 130 million schillings for the first querter, end probably
will not cxceed 450 million for the entire ycar. The sum will be further cut
if the treaty with the Allied powers is signed in time for the occupation
forces to be withdrewn before the end of the ycar. Compensation for payments
in kind also will be rcduced since at least the Amcrican end British occupation
authorities have promiscd to discontinuc rcquisitioning. Another casing of the
burdcn of occupetion wes attempted in the foll of 1946 when the Western powers

l/ Thc presentation differs from officicl figures, which includc all rcccipts
and cxpenditurcs of state cnterpriscs and pert of the occupation costs.
The change is mede for the sake of comparing the figurcs with those for
1947 and 193€.
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decided to pay their troops in scrip, good only for purchesces in militory
cstablishments, rothcr than in Austrian currcncy. In this way, the payments
cennot be used for purchasing civilian goods ond cutting the supply available
to the rotive population.

No figurcs showing actual recccipts and cxpenditurcs have been -
publishcd sincc liberation., If rcality conformms to the budget cstimates,
the finencial situation of the govermment is cncouraging. It is truc thot
expenditures crc bound to increase since govermment szlaries cannot be kept
at thc prescnt low level without grove danger to the cfficiency and honesty
of the civil service. On thc other hand, rceccipts will risc considcrably with
the return of morc normel business conditions. A4 large part of extrecordinary
cxpenditures will be mct out of the sale of rclicf goods, which netted more
than 450 million schillings in 1946, All rcccipts from the sale of gnods given
to the government by UNRRA or to be delivercd in the futurc through American
and British rclicf gronts hove been cermorked for the repoir of wer damage.

The fate of the Austricn public debt is still uncertein. Service
of the foreign debt, outstonding in the cquivalent ~f 780 miliion schillings
(7¢ million dollars) end requiring o yeorly scrvice of 54 million schillings,
has been temporcrily suspendcd with the consent of the occupying powers. The
Austrian Govermment has included in its budget the amount of the annual pay-
ments (in domestic currcncy) as well as on acdditional 96 miillion schillings
for the service of the intcrnal debt. The lotter sum would represcnt the
annual cherges on o copital sum of ar-und 1,500 millien schillings, asproxi-
meting the ore-enncxation amount »f the Austrion domestic debt, which wes con-
verted into Gorman reich bonds in 1938, There romains the question of another
6,500 million schillings in Gemon reich boncs held by fustrien investors. The
goverment probebly will be compelled to toke over at lcast part of that in-
debtedness in ricw of the importonce »f such bond holdings in the baloncc sheets
of 21l Austrian financical institutiﬁns,l/but the burden »f these payments, which
would be 400 million schillings annually if met in full, moy be substontially
lightened by e combination of the conversion with a copltol levy.

Internati-ncl Financc. In the suncr and foll of 1946, the Allied
Council gradually restered the eontrl »f forcign trode to the Austrian G vern-
nent, aad Lustricn stotistics now show detnilcd foreign trode figures. The
date continue to be frogmentery, hswever, becausc they cxclude relief and
military shipments. lisreover, it is reported that deliverics ower the borders
~f the Russicn zone orc still frcquently withheld from inspection by the
Austrian cuthoritics. This accrunts for the startling fact that the sta-
tistics do not report eny cxports to the Soviet Union clthough it is known
thot Russia is importing lorge quentitics of Lustrion oil from her zone of
secupation.

Austria continucs t» cxpcoricence zrcot cifficultics in financing her
foreign trace. Ilost of the country's foreign cxchange rescrves were rcemoved
by the Germens after the ennexation in 1936, ancd further losses wecrc suffcred
curing and after the struggle fHor libcrcotion. The country was thus completely
devoid »f means to purchase the copitel gnods and rew mctcricls necessary for
receonstructing the procductive cpperotus destroyced by the wor anc its aftcmath.

1/ Sce this Revicw, July 15, 1946, p. 4.
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Even 2 credit of 10 million dollars grantcd by the United States for the
ourchase of army surplus remeined lirgely unused because hustria dic not
possess the foreign cxchange needed to pay costs of shipping the surplus
moterial from its depot to Austria. Slowly some kind of barter trade deve-
loped, tut commerce was hampered by the fact that 2ll trace agrecnents had to
be approved by the Allied Council and thet the Austrian Government cid not
receive the right to police the country's border until November 1946.

Another difficulty was presentcd by the discrepancy between the
domestic and the world market price levels. World market prices arc s> much
higher than officiel domestic prices that it would be impossible to sell
importcc. grods at the legal price level on the comestic markct. On the other
hend, werld market prices arc so much lower than block merket cdomestic prices
thet it would be more profiteble to scll cimortable goods on the black morket
than abroad even if the rcecipts in the forcign exchange could be converted
int» schillings at the black-merket rote. In order to overcome ot least the
first of these obstocles, the Austrien Govermment at the ond of the year estab-
lished cn Equalization Office, the function of which will be to hclp Austrian
importers to adjust thcir purchase and sales prices.

The valuc data included in justrian fcreign tradc statistics arc
somewhat mislcacing since most commocities arc valued, according to barter
agreenents, on some arbitrery base, c.g., officicl prc-war prices, Imports
from January through Nowvember 1946 were 2,195,400 mctric tons valued at 223
nmillion schillings (22.3 million c¢rllars at the official rote of exchange),
and cxports 499,800 tons valuer at 169 nillion schillings (18.9 million
dollars). The corrcsponding cdote f-r 1937 (cleven-twelfths of the yearly
totals) werc imports of 5,664,800 nctric tons valued at 1,339 million schillings
(248 million dollars ot the 1937 rate of exchange) and exports of 3,491,400
tons velued at 1,128 million schillings (209 million dollars). Even if it is
consicdered that the 1946 <ollar figures should at least be doubled in order to
make then comparable with the 1937 data, it is cleor that foreign tradc aver-
ageC not more than onc-fifth o»f the pre-wor level. The relatively larger
quantity of imports is duec to the weight of coal shipments which reprcscnted
in 1946 =bout &5 per cent but in 1937 only 55 per cent of the volune of all
imporis.

Austria's most inportont trading oartners in the first cleven months
of 1946 werc Switzerland (importss 69 million schillingsy exports: 70 nillion),
Czochoslovakia (38 million and 36 nillion, respeetively), Gemany (56 million
and 4 million), Itcly (18 milli-n ond 35 nillicn), the Unitec States (8 million
and 13 2illion), Frence (5 million ond € million), and Hungery (7 million and
4 milli-on). The startling similerity in the import and cxport trade with
varisus countrics shows the influcnce of bilateral trade agreements. Yugo-
slovia, Rumania, the United Kingdom, anc Polond, cach of which in 1937 had
foreiszn trade with Austrie totalling fron 120 tc 180 million schillings, had
1little share in thc 1946 tra-c.

Lustrien imports included, in acddition to coal, mainly textile
fivers, machincry, chemicels, and tobaccojy cxports were primerily -f lumber,
macnesite, textiles, paper, ceranics, glasswarc, iren goods, anc chemical
products.
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Relief imports were substantially larger than commercial imports,
but their exact amount cannot be computed because complete data on military
and private shipments are not available. The largest single item consisted
of 101.5 million dollars worth of UNRRA shipments. During the first quarter,
before UNRRA started operations in Austria, imerican army suoplies played an
important role. Payment for coal shipments from the British zone of occupation
in Germany, which reached 2.1 million tons in the entire year, have been tempo-
rarily deferred.

Altogether, relief and credit shipments (including the utilized part
of an American amy-surplus credit and considecrable privatc rclicf assistance)
probably rcached 135 million dollars in 1946. For 1947, Austria has becn
agsurcd of 36 million dollars of undclivered TUNRRA shipments, and 40 million
dollars of British rclicf grants and crcdits. Applications for similar Amcrican
assistance are pending., It is hoped that Austrioan exports will rcach or cven
surpass the 100 million doller level.t/ If this cxpcctation is realized,
Austria could financc an import program of around 300 million dollars, which
would be ncccssary for rchabilitating the country's economy and banishing the
specter of storvation which has hountced thc country ever since liberation.
With the negotiation of a treaty with the Allicd powers and the cnd of occu-
pation in prospecect, reconstruction probably will proceed morc rapidly than
before, and it is to be expected that 1947 will be the last year in which
Austria’s survival will depend upon foreign charity.

1/ See this Roview, Hovember 18, 1946, p. 1.

Value and Pattcrn of Polond's Foreign Trode in 1946 Hans J. Dcrnburg

Officicl cstimates of Poland's balance of trade, which have rccently
become available, mey be prescnted in the following condenscd statemcnts

Poland's Balance of Tradce in 1946
(In millions of dollars)

Exports Inports
Under trade agrecoments Under trade agrecrients
Soviet Union 58.6 Soviet Union 90.7
Sweden 25.5 Sweden 19,8
Gernony -~ Eastern Zone 7.4 Gerony - Eastci7 Zonc 7.8
Other countricsi _30.1 121.6 Cther countricsi _ 7.5 125.8
Qutsidc trade agreccments 3.3 Qutside trode agreements R4
Cocl deliveries to Sovict Reparations from Germany 19.6
Union under rcocrations UNRRA deliverices 270.6
agrcenent 57.0 U.S. surplus property 31.0
1861.9 449 4

1/ The countries crc Austria, Belgium, Bulgeric, Denmerk, Finlend, France,
Hungary, Itoly, Norwcy, Rumania, Switzerland, and Yugoslavia,
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It would appcar from thesc figurcs that Poland had o trade deficit of 267.5
million dollers. However, of Poland!'s total imports of 449 million dollars,

no payment was recuired for goods valued at 290.2 nillion dollars, consisting
of 270.6 million dollars of UNRRA dcliveries ond of 19.6 million dollars of
reparation deliveries from Germany. Morcover, imports of United Statces surplus
property to the velue of 31 million dollers were financed out of the 50 million
dollar crcdit from the Office of the Forcign Liquidation Commissioncr.t/ Ex-
cluding these itoms, imports requiring payment in cash or compensation in

goods anmounted to only 128 million dollers. These items were approximatcly
balanced by 125 million dollars of exports under or outside of Poland's trade
agreements.

In addition to these exports, Polish statistics 1list 57 million
dollars of coal cxports to the Sovict Union. This item rcpresents 5.7 million
tons of coal delivered to Russic under o spcecial agreemcnt attached to the
reperation scttlement. For this cocl the Poles arc rcceiving only a token
price rumored to bec as low as 20 cents per ton; the importance of these exports
as o means of payment for imports is theorefore extremcly small. The Poles, how-
ever, value this cocl in their statisties ot 10 dollers o ton, the cverage price
at which cozl is being cxported under the verious trode agreements. Although
this procedure considerably overstates the agreed valuction of the coal de-
livered on roparctions account, the method mcy have been chesen by the “oles
in order to reveal their actual export copacity and to show their trade with
-the Sovict Union in morc realistic proportions., It will be noted that Poland's
trade with the Soviet Unicn under trade cgrecuents resulted in an excess of
imports over cxports of about 32 million dollars; including the cozl exports
as valucd in thc stotistics, the Polish data would indicate an cxcess of cox-
ports over imports amounting to ncarly 25 nillion dollars.

A conporison of Poland's foreign trode in 1938 and in 1946 is given
in the table on the following page. Velucs for 1946 have becen converted into
193¢ valucs by using the rotio 166:100 cmployed by the Pcles in recent foreign
trade comparisons.§7

Polond's cxports in 1938 crnounted to 223.6 millinn dellars end in
1946 to 182 nillion dollars, including thc cool exports to the Soviet Union
velued at 57 nillion dollars. Adjusted for pricc increascs, cxports in 1946
would te velued in 1938 prices at 109 million dollars and would represent about
49 per cent of cxports in 1936. Excluding cozl deliveries to the Soviet Union,
total cxports (at adjusted valucs) would amount to 75 nillion dollars, cquivalent
to about 33 per cent of the cexports in 1938.

Poland's inports in 1938 cmounted to 245 million dollars and those
in 1946 to 450 million dollars, the latter figurc including UNRRA imports of
271 million dollars. In tems of 1938 prices total imports in 1946 would have
arountcd te 270 million dollars, cquivelent to ebout 110 per cent of 1938 imports

l/ By the end of 1946, imports under the 40 nillion doller EZxport-Import Bank
credit hed not yet bhegun, althoush orcders had been placed and certain fa¥et
vance- paynents had been made.

g/ This index is prohably based on the Americen wholesale price index which
in January 1946 stood &t 136 and in December at 179 (1938=100).
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Excluding UNRRA imports, adjusted imports in 1946 would be valued at 107
million dollers, equivalent to 44 per cent of the 1938 level., UNRRA imports
represented 60 per cent of total imports in 1946,

Polands Total Exports and Imports by Groups of Countrics;
1938 and 1946

Exports Imports Exports Imports
1946 1946
1938 | 1946 ‘|lat 19381938 | 1946 |at 1938)1938 |1946 [1938 11946
priccal ; pricesl/]
(In millions of dollors) (In per cent of total)

Soviet Uniong/ 1.4 llS.Gy 69.4 2.6 90,7 54 .4 6] 63.5 1.1} 20.2
Other Eastern

countriesy’ | 15.0] 7.8 4.7 | 17.3] 3.6 2.2 | 6.71 4.3] 7.0l .8
Total 16.41123.4 | 74.1 | 19.9] 94.3 | 56.6 | 7.3| 67.8] 8.1} 21.0

Germany and ¥

Austria 53.9| 8.9% 5.3 | 56.5 27.991 16.7 | 24.1] 4.9] 23.0] 6.2

Western coun-

tries (ex-

cluding U.S.)|141.4] 49.5 | 29.7 [138.9(120.54] 77.7 | 63.2| 27.2| 56.6| 28.8

United States | 11.9] .2 110 29.91197.88] 118.6 | 5.3]  .1| 12.2 44.0
Total 223.6]182.0 | 109.2 |245.2(449.5 | 269.6 |100.0]100.0{100.0]100.0

1/ Adjusted under the assunption made in Polish statistics that valucs of 1946
are 66 per cont above valucs of 1938 (see text, p. 8).-

2/ Including the Baltic States.

2/ Including 57 million collars for coal deliverics under reporations agreement
(sec text, p. 8).

é/ Including Bulgarie, Czechoslovekic, Finland, Hungary, Rumania, and Yugoslavia.

5/ Trade under agrcements with Austria and the Russien zone of occupation in
Germeny.

6/ Including 19.6 million in reporations from Germany.

7/ Including 104.7 nillion cdollars of UNRRA deliveries.

8/ Including 165.9 million dollars of UNRRA deliveries, 31,0 million dollars of
deliverics of surplus property, and .9 million dollcrs of other imports from
the United Stotes.

Great changes have occurrcd in the pottern of Polish trade. In 1938,
69 per cent of her exports went to "Western countries" (of which 5 per cent to
the United States), 24 per cent to Gemeny (including Austria), and only 7 per
cent to the Sovict Union, the Baltic States, and countrics now under Russian
influence. In 1946, however, "Western countries" accounted for only 27 per
cent, and Germany (Eastern zone) and Austria for 5 per cent, while the Soviet
Union and other countrics under her influence accounted for 68 per cent of
Polish exports. On the basis of constant orices, trade with "Eastern countries"
(including rcperation coal) rose to 284 per cent of 1938. If deliverics of
rcparation coal arc cxcluded, the sharc of the M"Eastern countriest declines to
53 per cent and that of the 'Western countries" (including the United States)
increcases te 40 per cent,

[N
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In 1938, over two-thirds of Poland's imports came from "Western
countries" (including 12 per cent from the United Stotes), 23 per cent from
Gerneny (including Lustria), and only 8 per cent from the Soviet Union, the
Baltic Stcotes, and countries now under Russion influence. In 1946, on the
other hand, 73 per ccent of total imports werc derived from "Western countries®
(including the United States with 44 per ccnt), of which 60 per cent werc UNRRA
celiveries; 21 per cent came from "Eastern countries"; and 6.2 per cent from
Germany ond Austria. Excluding UNRRA deliverics, the share of the "Eastern
countrics" represented 53 per cent and that of the Western group 32 per cent
of total imports.

Of spccial intcrest is the chenged pattern of Poland's coal cxports.
The Ecstern group took two-thirds of total Polish coal exports in 1946 against
10 per cent in 1938, the Western group took 29 per cent against 70 per cent in
1938. 1In 1946 the Soviet Union rcceived 61 por cent of Polish coal exports,
and Sweden, which in 1938 was the lergest importcer of cnel, rcceived 15 per
cent.  The share of the various groups of countries in 1938 and in 1946 is
given in the table bclow.

Poland; Exports of Coal and Coko by Groups of Countrics
1938 and 1946

Country of 8 1 1946 ot 1
destination 193 946 1938 pricesl/ 1938 946
- (In nillions of dollcrs) (In per cent)
Sovict Uniong/ A 88.6é/ 62.0 .8 61,2
Other East_yn
countrics 3.7 7.2 5.0 8.8 4.9
Totel 4ol 95.8 67.0 9.6 66.1
Germany and
sustrio 42 7.85/ 5.5 9.7 5.3
Western countries 29.9 41.2 28.9 69.6 28.5
Provisioning of '
forcign ships 4.7 - - 11.1 -
Total 42,9 144..8 101.4 100.0 100.0

/ The price of ccal in 1938 was cbout 7 dollars as conpared with
10 dollers in 1946.

/ Including Estonia, Latvia, and Lithuania.

/ Group includes Bulgaria, CZOChOSlOVLklz, Finland, Hungary, Rumenie,
and Yugoslavia,

4/ Including 5.7 nillion tons ucllverog to the Soviet Union under
reparations agreenent. Herc, os in official Polish statements,
the coal is valued at 10 dolicrs per ton, though a considerably
lower price wos rcceived.

5/ Trade under agreecuents with Austriz and the Russion zone of occu-

pation in Gemany.

g»uo (gl
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Exchange Control in Italy A. 0. Hirschmen

On Januery 27, an egreement between the Amcricen and Italian govern-
ments established & new rate of cxchange for United States Govermnment cxpendi-
turcs in Itely. This rote is intended to provide American militaery and civilian
personnel with approximately the same cmount of lire per doller as is obtaince
by Itclien cxporters carning dollar cxchange. Since March 1946, Itelian ox-
porters have had to surrcnder only 50 per cent of their hard foreign cxc ange
proceeds to the }talian exchange control agency at the official rate (225 lire
to the dollar);l they obtained thc right to dispose freely, at whatever price

the markct might sct, of the other half provided thot it was used within a
svecified time-limit for the import of certoin commodities. Supposing e
"free export ratel of 425 to the dollar, thc cxporter would thercfore obtain
.5 X 225 4+ .5 x 425 = 375 lire for cach dollar carncd through cxports. In
order to give similar cdvontages to United Stotcs Govermment personnel in
Italy, the ratc of 225 will be averaged on tac 25th of cach month with the
average free cxport rate for the preceding 30 doys. The resulting rote will
be appliceble during the following month to Unitcd States Government expenci-
tures. It amounted to 378 lirc per doller for Februsry.

Simultaneously with the announcement of this monctary agrecment, an
Italian decrec cxtended the bencfit »f the so-called "50 per cent system" to
2ll non-commercicl trcnscctions (including tourists' expenditures, remittences,
and investments) with a1l hard-currcency countrics., This will gencralize the
awkward cross-rates which have been prevailing on the free export exchange
market where the Lwiss franc has normally been quotcd higher, and the pound
sterling lower, then their ~fficial ratcs to the dollar.

The complicated, if ingenious, system which has been devised, while
actually extending the "50 per cent systemit from cormcreicl to all foreign re-~
ceipts, has been interpreted as the beginning of the end of the Italian cxperi-
ment in nultiple rotes and limited freedom of foreign exchange. Ever since the
foll of 1946, government officials and the financial press have forecast, dis-
cussed, advocated, or bemcaned its impending abolition to be carried out through
the cstablishment of just such an avercge rote as has now been sct for United
States Government cxpenditurcs. This scens o proper moment, therefore, to
revicew and approise the "50 per cent system!,

Frecdom for exporters to retain part of their foreign exchange pro-
cceds os a means of stimulating exports was urged by the First Nationol Meeting
of Foreign Traders at Milan in March 1946, The derend wos quickly met by two
decreecs, dated March 15 and April 13, 1946, which authorizced exportcrs to
utilize or scll 50 per cent of their ¥"free# currcency proceeds (i.c., excluding
currenciegs of countrics with which paynents cgreements were in force) within
90 days. For this purpose foreign exchange accounts werc to be opened ot
authorized bonks; to the second decrce was anpended o list A of commoditics
which coulc be imported simply upon proof of the aveilability of free foreign

;/ Cf. this Revicw, Junc 3, 1946. Nominally, the official rote still stonds
at 100 1lire to the dollar and is raised tc 225 by 2 so-called "equalizetion
quota ! of 125 per cent which is uniformly epplicable to all official forcign
exchange tronsactions.
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exchange and list B of commocditiecs the importation of which requircd in
addition a reguler license. The system got rapicly underway, possibly as

a result of the cxpericnce which Itelian industrialists, particularly in the
textile ficld, had goincd with a very similer system during the immediete
pre-war yoars.l Since May 1946 "free cxport rotes' for the United States
dollar, thc British pound, and the Swiss fronce have becen rcgularly quoted by
the financiol press.

The systcom, as established in March/ipril 1946, went through two
distinct phascs. The first wos one of cxtension and liberclizotion, the
sccond onc of groducl restriction. The first phasc, which lasted through
hugust 1946, wos marked by on cxtension of the time limit to a maximum of
four months (Dccrce of Moy 31, 1946); and by admission to thc benefits of the
systgm of procceds from repeirs of foreign ships and of freight reccipts (Lugust
1946) .

Soon thercafter, on Scptember 3, 1946, the first restrictive mecasurcs
were token. These werce intended moinly to prevent unduly slow turnover of the
foreign exchange contrelled privately under the system. The time limit within
which utilizotion is mandatory was cut down to 60 deys and a genercl limit of
120 days starting from thc momcnt of ccquisition of forcign exchange wes sct
for the actual physicel importation of the goods purchased. The most importont
further restriction was the shift, ordered on Scptember 26, 1946, »f cotton and
wool fron list & of frecly importoble commoditics to the rcgime of ministericl
license upplicable to commoditics on list B. The rcason for this stocp was
probably that the Italicn textile industry wes then clrcady at or necar capecity
and that thce cuthoritics intended to check an cxcessive building=-up of row
material inventorics.

Finclly, in October 1946, the 50 per cent systom wes largely abolished
insofar os manufocturing for foreign account was concerned. This practice, var-
ticularly importent in the textilc industry, consists in importing raw metcrials
from o forcign fim which kceps title to the moteriel as it is being transformed
into finishcd goods specified by and doliverable to that firm. In this woy
the Italian monufocturcr has no initial outley for row materials and is paid
only for "volue edded"., The restrictive legislotion adopted in October allowed
the exporter the benefits of the 50 per cent system when value added exeecded
the valuz of the foreign raw moterial used. :

The teble on the following pege shows the development of the exchange
rate for "free export! dollars and pounds sterling compared with black market
rates for bank notes and with wholesale prices cnd the cost of living., While
at first the bank notc rote was inferior to the cxport rate, thc opposite re-
lationship has prevoiled since the middle of November 1946. The export rate
has not expericnced the violent fluctuations of the black market quotetlons
which brought the veluc of the dallar note to o meximum cuotation of 755 on
December 3. These lotter fluctuations were ccused by sudden and variously

1/ Between 1937 and 1939 from 50 to 75 per cent of foreign cxchange carnings
were left to various closses of exportcrs of manufzctured products. The
ccononic implications of this policy werc cxcellently analyzed by G. Demaria,
"I rapporti di cambio manovrato in regime di cuterchia corporztiva,! Giornalc
degli Fconomisti LIII (1938), 1-16, and by G. Boggio, "Contingentomenti c
combi spocifici," Rivista Iteliana di Scienze Economiche, XI (1939), 970-996.
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motivated flights from the lira in a thinning markct while no such clements
acted on the cxport rate. The sharp rise of the cxport ratc until September
scems to have been in anticipation of the risc of the price lecvel during the
loter months of the year. Soon after 2 temporary leveling-off of prices
during the carly pert of 1946 it wos indecd generally felt that the de facto
develuation of 125 per cent which hed taken place in Januery hed not becn
sufficicnt, thet demonds for wage increcascs could not be held back and thot
Treasury Ministcer Corbino's "orthodox" finencial policy was doomed to failurec.
Furthcrmore, the peacc treaty ncgotiations on which Italian public attention
was then focusced led to a general pessimistic fecling about Italy's cconomic
future. Since Scptember the export retc for dollars hes displayed rcemerkable
stability which may be explained partly by the impact of rising prices in the
United States, and partly by the restrictive legisletion mentioned above, The
mecasures adopted climinated or reduced cortein clesses of demand for the cxport
currcncizs while lcaving the supply rclatively wnaffected.,

Dollar Pound Sterling|Wholcsale Pricesl/| Cost of
ixport|Bank |Export | Bank . . - Black Living
rote |[note | rate note |Official market (l938=100)g/
Jan. 1946 - 38| - | 1,109 2,305%| 4,633/ 3,09
May " 364 333 | 1,446 9207 2,289 4,588 2,899
Junc " 377 366 | 1,593 | 1,057 2,314 by 429 2,823
July o 478 401 | 1,864 | 1,222 2,351 4,430 2,811 .
Aug. " 505 483 | 1,847 | 1,360 2,573 4y 683 2,898
Sept. M 596 530 | 1,965 | 1,464 2,665 4,838 2,677
Oct., M 601 520 | 1,957 | 1,445 2,805 5,108 2,935
Nov. ® 569 600 | 1,651 | 1,690 2,953 5,502 3,037
Dec. L 565 679 | 1,516 | 1,869 3,179 6,599 3,295
Jan. 23, 1947/ 533 605 | 1,587 | 1,700

1/ Indexes calculated by the Socicte Zdison; both indexcs include pre-
vailing frec market prices of unrcgulated commoditics.

2/ Index of "cost of subsistence for midcle classcs" caleulated by the
Centro per lo Statistice Aziendele.

2/ Index for Fobruory 1946; January index not available.

In attempting to appreise the Italien coxperiment in limited frecdom
of foreign cxchanges, it should first be pointed out that the cmergence of
the experiment was greatly fovored by the almost total ebscnce of efficicnt
State coritrols ot the moment Italy rccovered her sovercignty in matters of
forcign trade from the Allied Commission on Jenvary 31, 1946. Furthcrmorc,
the UNRRA program gucrantced the most cssential imports for the wholc of 1946
and thercby rcduced the risks inherent in the decision to leave allocation of
half of the forcign cxchenge earncd by cxporters to compctitive forces. These
two conditions have now comc, or cre cbout to comc, to an cnd-and this alonc
makes the survivel of the 50 per cent system nrecorious. But both friends and
foes of thc systom cgrec that it has given Iteliecn cxports o powerful fillip
during 1S46. Its immcdiatc cffeet was to tronsfor cxceess profits from importers
(where trev gencrelily accrue in exchange control systems) to cxporters, a shift
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which is certainly welcome when a country is struggling with foreign exchenge
difficulties. As a result of competitive bidding on the part of importers,
exporters disposed of their foreign exchange at very advantageous prices.
This actually stimulated exports to the extent of diverting many essential
goods, particularly textiles, from home consumption and thereby increasing
prices In certain sectors of the economy. An increase in the general price
level, however, should result from this process only to the extent that the
system permitted the crecation of a foreign exchange reserve in the hands of
exporters (which could easily be taken over by the State should it decide to
abolish the "50 per cent system") or the necessary rebuilding of raw material
inventories.

According to data supplied by the Association of Italian Joint-
Stock Companics (Italian Economic Survey, December 1946, p. 14), foreign ex-
change procceds from exports not yct utilized amounted at the end of November
1946 to 14.9 million dollars, 7.5 million pounds stcrling, 1.9 million Swiss
francs, and smallcr amounts of other frec currcncies. It is understood that
in Deccnber there was a further substantiel incrcasc in these figures. The
relatively large amount of sterling holdings rcsults from the difficulties of
acquiring frccly importaeble (List A) commoditics in the sterling arca and this
fact may also account for the gradual but stecady decterioration of the sterling
cross ratc rclative to the dollar evident from thc table on pege 1l. Whilec on
the black market for bank notes the pound has consistently been valued some-
what below thrce dollars, the export currcncy market reflected during the first
two months approximately the official cross rate; only in November did the value
of the pound fall bclow thrce dollars,

On the wholec, the "50 per cent system" secms to have contributed
greatly to Italian cconomic rccovery in the past ycar; it has made Italian
producers definitely cxport-conscious and has resulted in the allocation of
certoin imports according to efficiency of the producers rather than by
reference to some fictitious basc period or simply by favoritism. It has
made underbilling of exports with the intent of accumulating foreign cxchange
abroad much less attractive than under conditions of strict exchangc control.
Finally, it has oriented Italian cxport trade toward the hard currency
countrizs, o welcome development since the deficit of Italy's balance of pay-
ments is primerily o hard currency cnd even a dollar deficit. Bresciani-
Turroni, in on articlc published by the Corricre declla Sera - in Milen
(January 16, 1947) has advocated the continuance of the system beceouse of
its proven clasticity anc adaptability to cost and price changes, which in
the prcsent unscttlcd stote of the Itelion cconomy aere incviteble and cven
desirable,

According to unofficial prelimimary cstimatcs for 1946 now coming
from Romc, Italy's cxports have made an excellent showing by reaching the level
of 350-400 million dollars of which 230 million went to free-currency countries.
Thus Italy bids fair to be the country for which the universal underestimate
of cxports during 1946 in balance-of-payments forecosts is highest, on a per-
centage basis. Indeed various forecasts had put the exports for 1946 ot
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125 to 175 million dollars, thct is, ot 25 per cent to 50 per cent of the
actual rzsult.:

In spitc of its indubitablc contributions to Italy's economic rc-
covery, the 150 per cont system" secms definitcly in jcoperdy. Among its
cnemics are the Italian burcaucrats and "totel plenners" to whom any kind of
cconomic frcedom is -nothema., They heve veluable allies in the countrics with
which Italy hes clearing agrecments. Thesc countrics have to pay the official
-cxchange rate (225 lirc to a dollar) for their imports from Itely whilc im-
porters in frce-currency countrics teke adventoge of the cxport ratc. This
has led to the temptation for clearing-cgrecment countrics to usc some of thelr
frec-cxchange resources in their tredc with Itely, os Sweden hos recently done
in order to acquirc somc Italian manufccturcs of specizl velue for the Swedish
economy. Italian proponents of the %50 per cent system” have thus been able
to claim that the 50 per cent system hos not only freed Italicn trade from the
shackles of cxchange control, but hes also contributcd to thc cxpansion of the
free zone of mwltiloterally conducted internctional trade generelly (Solc,
Jonuary 24, 1947).

The incentive for Italian exporters to dircet their sales to free-
currcncy countrics ond the rcluctance of imvortcrs in cxchangc-agrceement
countrics to buy Itclicn goods at the official rote of cxchange has led to o
reversel of the Italian position on clecaring cceovnts from & creditor to o
debtor status.a/ Poland, in porticuler, hos rccently cemplained about Itelicn
prices being far too high if converted at the official ratc rother than the
frce export rote. '

Further pressurc for cholition of the "50 per cent system' is cxerted
by the British,moinly because of the unfavorcble dollar-pound cross rate which
has prevoiled in the Italian cxchenge morkets.  Furthermorc, somc Itelian ncws-
papers hove intimeted thet the ronks of the cnemics of the 50 per cent systom
arc due to be swollen by the Internationol Monctory Fund, of which Itely is
shon to beeme o member. The IM.F. is, of coursc, opposed in principle to
multiple exchange rotcs, but it scems unlikely thot in this porticular instance
the Fund would press for immcdicte cbolition. In view of high priority import
requirencnts, there con be no question of lcaving to the cxporters 100 per cent
of the forcign oxchange corned. Recstoblishment »f 2 unique ratc at the present

l/ Other Eurcpcan controlled cconomics arc discovering the adventoges of giving
" exporters the incentive of relatively free disposition ~f some portion of
their forcisn oxchange cornings. Thus, Fronce has recently made o timid
step in the dircction of Itely's system by allowing cxporters of textiles
and automotive products to retain 10 per cont «f their exchange coarnings
for the purchasc of industrizl equipment. In Spain, exporters have becn
permitted since August 30, 1946, to rctoin one-third of their export pro-
ceeds for imports of row matcrials, provided thet sne-frurth of the cxchonge
delivercd to the Exchonge Control authoritics (i.c¢.s ~ne-sixth of the total)
is in free foreign cxchange. In neither France nor Spain do cxporters have

the »ossibility of sclling the rctoined exchonge to importers.

g/ This rcversal is partly due to prepoyments by Itclian importers who, acting
sn tac basis of rumors of impending devoluction, hastened to scttle all their
commitments ot the present rotc. As o result, payments by importers werc
limited in Jonuary 1947 to 200,000 lirc; poyments in cxcess »f this cmount
hod to be authorized by the Itelien Exchange Control Agency.
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time, therefore, could only mean reversion to the obligztion for exporters to
surrender all foreizn exchange to the authorities. Such & development would
clearly run counter to one of the main purpcses of the Fund, which is to assist
member countries in the relaxation and evential removal of exchange controls,
While it is true thet even a nation's currency system cannot indefinitely re-
main "malf slave end half free't, it would avpear better to leave it provision-
ally in this condition pending the creation of the beses for a system of total
frecedom--when the only »ractical elternctive is 2 return to total regulation.
If it is desired to kecep the essentiel features of the prescnt system while
rcmoving from it the stigme of multinlicity of cxchange ratcs, this can casily
be done by adopting the device——familiar in South Amcrica--of lctting the ox-
portcr scll to the importcr not the forcign cichinge itself, but the right to
buy forcign cxchange waich is then acquirca at the official cxchange rate from
the monctary authoritics.

Opponents of thce system have pointed out that Itelicn cxports would
not suffer if, os they proposc, the new single rate is sct holf-wey betwoen
the official and the cxport rate, so that the lire procceds of the Italian
exporter would remoin unchonged. To this it is cosy to reply (1) that this
might hc truc for thc moment the rotc is sct, but that subscquent cost, »rice,
and demond chenges could sovon moke exports very unattractive--cr excessively
profitablc; (2) that exporters volue not only the high lirc proceeds they obtein
for 50 rer cent of their foreign cxchonge, Tuu oiso, and qulte importantly, the
very right of rclatively free disposition over this amount: i.c., the frcedom
from cdministrative control; the freccdom to utilize the cxchange thomsclves if
they shculd so cdesire, the goodwill derived from ceding it t» some supplicr, cte.

Finclly, the question might be asled: Supposing that a single rate
has to be set, docs the frece export rate pvrovide an indicuetion as to the proboble
level of the cquilibrium rate? Official utteronces and articles in the press
hove froguently siven the impression thot the cquilibrium ratc ncecssarily lics
haelf-way between the officiel rate and the cxport rate. This, of course, would
hold trve only under very special conditions of demand which cre highly unlilkely
to obtain, Nevertheless, it is certoin thot the level znd movements of the
frece export rote provide incomparably more valuable indications os to the
proboble cguilibrium level of the lirc, thon do black morket quotations for
benk notes, fluctuctions of which hove bcon lorgely detcrmined by psychological
foetrrs and resulting cooitel movements.~/ The present systcm permits the mone-
tary cuthoritics to gouge the intensity »f specific demends for forcign exchonge
at preveciling internaticona® prices through the device of odding to ~r sub-
tracting from the 1ist A of commoditics which can be frecly acquircd abrood
with the exportecrs’ frec cxzchange, thoroby increcasing »1 decreesing the number
of bidders in the free cxport cxchange morket, Craduzl addition of ewven mcre
commaditics to the free list, coupled with o concomitont increasc in the sunply
of frce cxchonge throush successive roilsing of the pereentoge of forelgn cichonge
earninge retoined by cxperters, micht cetuclly be one znswer t- the buffling
problem of how to cchiieve eonditirns of relotive monctery freedem in an orderly

ashion and without unduc exchonge rote fluctuctions,

;/ It so hoppens thet purchesing power pority colculotions based on cost-o1f-
living indexes frr Novanber/December 1046 and teking 193¢ =s the bosc yeor
vield a perity quitc close t» the cwerage between the »{ficicl =nd freec
export rﬁtes.
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It is thc conclusion of this article, thcrefore, that the cbolition
of the "50 per cent system" at the present time is undesiroble since it would:

(1) iIncreosc the area »f restrictisn in Italian and inter-
no.tional trade and finance;

(2) have unfovorable ceffects upon Itely's exports and
belance of payments; and

(3) deprive the Italien suthoritics »f o valucblc sign-
post ond of o prssible method for attaining o new
cquilibrium of exchonge retes in o system o»f freer
internctional payments.

United States Exports in 1946 C.R.H. and G.H.F.

Although the total value of recorded exports, including reexports,
from the United States in 1946, at 9,738 million dollars, differed very
slightly from the value of 1945 exports (9,806 million dollars), large and
varied shifts occurred in the commodity composition and in the country distri-
bution of those exports. The more substantiel of these shifts are shown in the
appended tables I and II. Detailed analysis of these data will not be attempted
at this time, but a few general comments may be in order.

© With the valucs of ¢xports in 1945 telen as 100, the value index for
cxports in 1946 by cconomic classcs is as follows:

Shift in Commodity Composition_of United Stetes Exports

in 10461/
Incrcase (+) or
Value deerease (-)
index from 1945
(1945=100) (Millions of dollars)
Crude materials 160 +540
Crude foodstuffs 150 +217
Manufacturcd foodstuffs 122 +278
Semimanufacturcs 114 +112
Manufactures 2{0] -1,235

The decline in the valuc of manufactures resulted primerily from the cessation
of shipments of munitions,g which amounted to ncarly 2 billion dollars in 1945,
Substantial declines were also reecorded in this class for cxports of trucks and
busses and of gasolinc, whilec incrcascs occurrcd in exports of machincry,
tcxtiles, passenger automobiles, merchent vesscls, and many other products.

1/ Thesc data refer to exports of United States merchondise only.
g/ Included in this cotegory during the war years were aircraft, explosives,
fireerms, tanks, ctc.
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+ Increascd exports were recorded for all economic classes other than finished
manufactures, with crude meterials and crude foodstuffs showing the greatest
pereentage increasc. Cotton, coal, and tobacco accountcd for most of the rise
in the crude materials class. According to the Department of Commerce index of
the unif valucs of exports for this class, the average of monthly prices during
1946 was about 112 per cent of the 1945 cverage. On the basis of these date
the volume incrcase in crude material cxports between 1945 and 1946 may be
estimated at about 43 per cent.

In the field of foodstuffs, both crude and manufactured, wheat and
wheat flour played precominant roles in raising the value of United States
exports. Although wheat prices have advanced repidly in recent months, the
weighted average valuc per bushel of wheat shipped in 1946 was only cbout 12 per
cent above that of 1945, while wheat flour prices averaged 19 per cent higher.
Exports of meat and deiry products increascd substantially during 1946 as de-
liveries for cash and on UNRRA account morc than offsct the rapid decline in
lend-lecse shipments of these relatively cxpensive foods., Substantial quantities
of thesc goods (preparcd and packaged for cxport) beceame available as 2 result
of cutbacks in the rcquircments of the armed forces during the year; it is doubt-
ful that shipments in 1947 will be mainteined at the 1946 level. Exports of
semi-firished manufactures increcscd moderatcly, the greatest gain, of 69 million
dollars, occurring in the "all other" classification not further differentiated
in the statistics rclcascd to date. Coal tor products, lcathcr, sawcd timber,
pigments and scmimenufacturcs of iron and stecl and of aluminum showed moderate
gains wtilc fuel oil, semi-finished products of brass and bronze and industrial
chemicals declinced,

The shifts in distribution of United Statcs cxports, shown in Table II,
may alsc be summarized by use of a value index.

Shift in Geographic Distribution of United States Exports

in 1946
Incrcase (+) or
Value decrease (-)
index from 1945
{1945=100) (Millions of dollars)

South America ) 178 +507
Asia 159 +4,98
North Amcrica 131 +602
Africa Q3 -36
Europc 75 ~-1,395
Austrclic and Cceania 33 -230

Shipments to the United Kingdom and the U.S.S.R. declined by 2.8
billion dollars, rcficcting in large part the drop in lend-lcasc cxports. Ex-
ports to the rest of Evurope, however, increased from 1,5 billion dollars in 1945
to 2,9 billion dollars in 1946 to offsct half of the fell in exports to England
and the Sovict Union. The substantial decline in exports to Australia and
Occania may be cxplained both by the decline in lend-lease aid to the area and
by attempts of Austrolia and New Zealand to rc-divert purchases to pre-war
sources of supply.
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Trade with castern Asia in 1945 consisted primcrily of transactions
with Incia and Ccylon. In 1946, cxports to these countrics dropped sharply
whilc shipments to China, the Philipoine Islends, and other For Eastern
. countries (excluding Japan) rosc well above pre-war levels. Reeorded ex-—
ports tc Japan in 1946 werc veluced at 102 million dollars (epproximately 40
per cent of the average annual valuc for 1936-38) while imports from that
country rcached 110 million dhllars.

The 1946 increase in cxports to Scuth Amcrican countrics is not
surprising in vicw of thc inability o>f these countrics to purchasc to the
full extent »f their cash resources and material nceds during the war ycars.
Although thé voluc of United States cxports to the ares in 1946 wes more than
four tircs the average valuc in 1936-38, United Staetcs imports from South
Ancrica, at 1.1 billion dollars in 1946, were ncarly cqual t> the valuc of
cxports. '

The 600 nillisn d»1llar increasc in shipments to North American
countrics, -n the othcr hand, coincided with a decline ~f morc than 250
million c¢dollers in United States imports from this area. Exports to Conade
in 1946 werce only fractionclly lower in veluc than in the peak war years,
whilc United States inports from Canade werc 30 per cent below the record
level of 1944. Mexico increasced its purchascs from this country in 1946 by
almost 200 million dollars whilc exp~rting no morc to the United States than
in the preceding ycar. On the basis »f United States statisties, the 1946
debit belance of Conade on-trade aceount vis-o-vis this country appcars to be
around 550 million cdollors and that. of Nexico around 270 million Jollars. 1t
is doubtful that =ither eountry will permmit such unbalanced trade positions
to be continued indefinitely.
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Table I

Exports of United States Merchandise by Commodity Classification
(In millions of dollars)

Calender Increase (+) or
year decrease {-)
1946 from 1945
Exports of United States merchandise 9,500 -89
Crude Materials 1,414 +540
Cotten, ummanufactured . 536 258
Coal 302 118
Tobacco, unmenufactured 1/ 352 113
"Al1l other" crude moterials= 150 36
Manufactured Foodstuffs 1,524 +278
~ Vheat flour 219 129
Dairy products 206 60
Meat products ' 341 52
A1l other! manufacturcd foodstuffsl/ 154 36
Milled rice 60 26
Dried eggs : 124 62
Crude Foodstuffs : 648 +217 _
Wheat 391 151
"A11 other" crude foodstuffsl/ 9 50
Semimarufactures 894 +112
1411 othert somimanufacturosl/ 288 69
Coal tar products 63 28
Finished Manufactures 5,019 -1,235
Industrial machinery 842 136
Cotton manufoctures 355 132
Passenger cars (ncw) 123 121
Merchont vesscls 117 G
Reyon, nylon, ctec. 127 72
Tobacco manufactures 63 L4
Iron and stecl advanced manufacturcs 156 41
Lubricating oil 115 34
Medicinal and pharm. prep. 145 29
Office appliances : 51 28
Auto. ports for replacement 87 =57
Enginecs for aircraft 12 -114
Motor trucks and busscs (new) 231 -122
Motor fuel and gasoline o 105 -360
Airplanes (landplones and sceaplanes;
powered and without cngines) 65 -598
"All other® finished manufacturesl/ 1,236 -715

1/ "\l other" refers to unspccified residucl in the source material supplied
by the Department of Commerce; in the abbrevicted tables prescnted here,
it does not refer to entire residual for the class.
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Table II

CONFIDENTIAT

United States Exports and Reexports by Geographic Areas
(In millions of dollars)

Exports, including reexports

North America
Canada
Maxico
Cuba

South America
Argentina
Brazil
Veznezuela
Colombia

Asia
China
Philippine Islands
Japan
Netherlands Indies
Hong Koeng
Ceylon
India and Dependencies

Africa
Union of South Africa
Algeria
Bgypt

Australia and Oceania
Australia

Europe
France
Sweden
Belgium and Luxembourg
Netherlands
Ttaly
Poland and Uanzig
Germany
Norway
Czechoslovakia
Greece
Austria
Switzerland
Yugoslavia
Portugal

Dermark and Faroe Islands

Finland
United Kingdom
U.3.3.R. (Russia)

Calendar
‘year
1946

9,738

1,152

1,343

488

117

4,098

193
356
212
146

466
_97
102
73
47
10
181

_27
61
35

Increase (+) or

decrease (-)
from 1945

-68
+602

+507

+498

-1,395

263
196
76

154
138
75
58

34
255
101

52

-76
310

96
-30
-130

-230





