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and informal contributions by the authors, which in many cascs
represent very tentetive analyses of the subjcets considered.

"CONTROLLED INITATION' IN AUSTRIA J. Herbert Furth

austria, like most other Ccntral Europcan countries, has been
suffering for the lest two years from the monctery illness cazlled "repressed
inflation., Although the supply of money, and conscquently effective demand
in terms of money, has increased to a multiple of prewar figures and the
supply of goods has romained far below the preowar level, legal prices and
woges have been vermitted to rise nnly moderately.  The inevitable result
of this devclopment hes been the perpctuation of a Dlack market, with its
misdirecction of fectors of production. Workers neglect their rcgular
employrent since legal woges are only sufficient for purchases of scant
legal rations, and devote as much of their time and encrgy as possible to
illegel dealings in foodstuffs and othor consumer goods, Capital and raw
matericls arc used for the production of unregulated luxury goods at the
cxpense of nccossitics subject to rationing cno price-fixing., Under thesc
conditions the relationship between domostic znd world market prices bc-
cones straincd, and forcign trade needs the help of cumbersome egualization
praeccdures which retard the resumption of normel commercisl relations and
invite freud and eorruption.

In December 1945, the Austrian Govermmucnt tried to readjust the
monetary and "recal® scctors of the economy by z currency exchange, This
operation hed only limited success, however, nainly becausc of the huge amount
of purchasing power remoining in the hands of the occupying authorities,l

1/ Sec this Rcview, Jenwery 1, 1946, p. 3, end July 15, 1946, p. 4.
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By the end of June 1947, bank note circulation had reached 5.5 billion
schillings, as against 4.3 billion at the end of april 1946, when the
exchange of German marl's for Austrian schillings was completed. The bulk
of the increase was due to the payment of occupation costs. Deposits with
the National Bank (excluding blocked accounts) amounted to 3.2 billion,
while free deposits with other credit institutions included 4.7 billion of
cemand, and 3.0 billion of savings deposits., The total money supply
(currency plus deposits) was around four times as large as in the spring
of 1936, at the time of the Cemman annexztion. In contrast, production in
many branches of industry was less than half of prewar, Official wholesale
prices werec 190 per cent of 1938, but black market prices were more than
thirty times as high as the official quotations for necessities, and three
to four timcs as high as the official quotations for semi-luxuries like
wine or tobacco. Net carnings of wage earncrs were around twice the lovel
of 1938; whilec wages thus had kept pace with thc change in legal prices,
they had failed to take into account the dismarity between official and
black market cuntations.

For many months, the Austrian Govermment had planned to remedy
that situation by a second and more radical currency reform which would
havc reduced the circulation to about prewar levels. This project had to
be abandoned, howevcr, beczuse of the cumbersomc legislative procedurc made
nceessury Ly the control agreement of the occupying powers. Every change
in Austrian lew has to be submitted to the Allied Council, which for a
period of 31 days has the right of weto. Although this right, which
rcguires a vnenimous decision of 21l four occupying powers, has hardly
cver een excrcised in economic matters, the dclay end the publicity
inherent in the procedurc threatensdto make any currcncy reformm legislation
incffeetive. The Govermment, thercfore, decided to csteblish eguilibrium
not by & rcduction in the zmount of money in circulation, but by an increase
in prices and wages. In August 1947, all legel prices and wages were raiscd
to thrce times the level of Anril 1945, which in practice mcant around 330
per cent of lMerch 1938, In most cases, this iaplied a rise of 40 to 50
per cent over and chove the existing level, Public utility ratcs, sclaries,
and pensions were roiscd in similar proportions although some of these in-
creases, requiring legislative action, becan  cffective only at the he-
ginning of Scotembor.

This action made official Austrion prices roughly cqual to world
market quotations at the prevailing official rate of cxchange ($1 = 10
schillings). 4s compurcd with 1938, dollar prices on the world market
have risen 50 to 100 per cent.l/ Morcover, the schilling has been devalued
in temms of dollars by about 48 per cent. In temms of schillings, world
market prices thus arc at present ot a level between 300 and 400 per cent
of 1338, This level corresponds closely te legal domcstic prices under
the new regulutions. Although many adjustments will be nceded in the case
of individual commodities, therc should be no further nced for cqualization
funds or similor acvices on & gencrel scule in order to facilitzte the
resumption oi internctional trode.

1/ Te risc between the average of 1938 and oy 1947 was 55 per cont for

T Amcrican #consumers' pricesh, 87 per cent for American wholescle prices,
97 per cent for amcrican export "unit 7alues¥, and 120 per cent for
Amorican import Munit vaelues; the lattor two indexes muy be influcneced
by changes in the composition of foreign trade, which cannot always be
reflected accurately in shifts im weights,
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In the domestic field, the operation also may be expected to
produce beneficial results, but it is unlikely to bring about the complete
merger of legal and actual prices, and it may be hampered by unfavorable
psychological reactions. In theory, since wages and prices have been
raised in the same proportion, real wages should be about the seme as in
1938, ALctually, however, this cannot be thc case since the fall in the
oroductivity of labor and the necessity for diverting a large part of the
nationgl product for reconstruction purposes has reduced the supply of
goods available for consumption far below the prewar level. A balance be-
tween supply and demand, therefore, would require a reduction of effective
demand below prewar standards, corresponding to the drop in supplics. ‘The
Government could not attempt to enforce such a reduction because of the
danger of labor unrest. In consequence, the gap between effective demand
and supply probably will not be completely closecd, and the black market
will continue, although probably with a reduced price differential. Such
a reduction in itsclf, however, will diminish the incentive for diverting
labor from legzl to illegal activities, and thus help to increase production,

Even this limited success of thc operation, however, would be
cndangered if the Austrian public opinion considered it as a first step
toward unleashing actual inflation., In that case, the expectation of
further price riscs would result in withholding goods from the market and
thus increase rather than reduce the gap between effective demand and
supply. The classification of the operation as "controlled inflation" has
an ominous sound for Austrians who rcmember only too well the hyper-inflation
of 1922, 'The danger of a financial panic is enhanced oy the troubled inter-
national situation, cspecially the disagrcement between thc Allied powers
on the subjccts of the so-called German assctsl/and the conclusion of a
treaty that would end the occupztion,

If it were not for the internaticonal aspects, the timing of the
operation would be favorsble., In June 1947, foreign tradc, in terms of
dollars, recached an annual rate cqual to 45 per cent of 1937, about five
times as high &s the avercge for 1946. Payment for occupzation costs has
heen reduced to & rcasonable amount (around 12 per cent of the total budget
cxpenditurcs), and the United States not only has waived its share in the
cccupation costs ut also has granted substantial credit aid and relief
assistance, The budgct shows 2 moderate deficit but the Govermment has
not been obliged to draw upon the bank of issue: the note circulation has
remained virtuelly unchanged since November 1946. The harvest, though bed,
is not worsc than last yezr, and the deficit can be covercd by the post-
UNRRA aid program of the United States. Industrial production has been
rising, mainly because of increased imports of coal.2/ Only the supply of
power and oil hes deteriorated, the former becausc of the drought affecting
hydroelectric works, and the latter becazuse of the continued withholding
of the bulk of the production of the Zistersdorf wells from Austrian con-
sumption hy the Soviet occupation cuthorities.

If the Austrian experiment proves successful, it might show other
nations a way out of similar difficulties. This would be particularly
intercsting to the occupztion authorities in the combined U.S.-U.K. zones

&
-

1/ Sec this leview, October 21, 1946, supplcmcnt.
2/ Sec this Revicw, August 26, 1947, p. 4.
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of Gemany. The plans calling for monetary refom in all of Gemmany have
heen stymied by epparently insoluble difficultics in the quadripartite
Allied Control Council; on the other hand, currency reform in the combined
zones alone would remove still further the prospects of economic unity of
all zones. Price and wage increases would be less spectacular and psycho-
Ingically disturbing then the introduction of a new currency, and might
achicve results similer to those of a currency reform. For this reason,
the future financial developments in Austria will be worthy of careful
observation,

STOP-GAP AID FOR THE NETHERLANDS? Robert W. Bean

The Generzl Report, Volume I, of the sixteen-nation Committee of
Burcpean Zconomic Cooperation avoids the question of individuwal country
requirements for dollar aid., It asserts that a country breakdowm of the
cstimates is impossible Ybecause, where full rcquirements cannot be met,
available supplies will have to be allocated by the appropriate method,
and also jecause it is impossible to foretell from what source a particular
country will obtain supplies in future years." No one can deny that these
uncertainties render the task difficult, but they scarcely remove the
necessity for making an attempt. The sixteen countries include both fat
and lean, and aid will not be given without regard for relative shares.
It must also be evident that in order to arrive at the lump-sum require-
ments of all sixteen countries together, estimates for individual countries
did in fact have to be made.

The most the Report itself offers is a set of estimates by a
number of individual countries of what their deficits on current account
with "the Amcrican continentﬂl/in 1948 would be, "if they had sufficient
forcign exchange to meet their rcquirements." The United Kingdom, France,
Western Cermany, and Italy—-in that order--avpear with the largest estimated
defieits. Fach of thesc areas has received considerable attention here in
both public and official discussion. Next in order is the Nethcrlands,
with an estimated deficit of $632 million in 1948, The magnitude of this
figurc suggests that one should inquire whether the Netherlands also may
nccd stop-gap aid. Additionzl data compiled in Paris, but as yet unpub~
lished, aru now aveilable hcre.

The Dollar Deficit

The table on the following page is a summery of some of the
Netherlands cstimates dravm up for the Paris Committee. It is not
certain to whot extent the import requircments werc scrcened by the
Technical Committees; it is possible that they werc accepted just as
submitted by the participating countrics, The figurc of $632 million,
cited in the Committee's General Report as the cstimated Netherlands
deficit on current account with the Americen continent in 1948, is the
sun of tho 1948 deficits with the United States ($410 million) and with
Other Americe ($222 million) shown in the table.

1/ Apparcntly intended to mean both Amcricen continents.
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Gurrent Items in the Netherlands Balance of Pavyments,
19477 ond 1948, As Estimated for the Committoc of
European Economic Cooperction

(In millions of dollars)

All United
countries States
1947 1948 1947 1948

Pzyments

Imports 1,054 1,841 268 377
Intercst, profits,

and dividends 15 25 9 20
Amortization 40 160 26
Remittances 10 10 -
Touriats 10 15 4
Other 80 85 38

Total 1,209 2,136

Receipts ;
Exports 598 900
Shipping i 96 102
Intcrest, profits,
and dividends 50 45
Amortization 40 22 10

Remittances 1 -

Tourists 5 7 3 -

Other 30 40 44 -
Total ’ 819 1,117 119 124 102

Ralance -390 -1,019 -226 410 -222

It must be saild thaet some of the cstimates are a little bewildering.
Onc 1s struck by the very sizeable increasc (160 per cent) in the total
deficit for 1948 compared with 1947. A partial explonation night be that
the 1948 figurc represents cstimated requirements, whereas the 1947 figure
is u foreccast of the actual deficit, as limited by the availability of
import goods and means of payment., The rise of dollar prices during the
first half of 1947 undoubtedly also accounis for some of the difference,
for the 1948 cstimotc is based on the price level of July 1, 1947. But a
part of the cxplanation appears to be that the Paris estimate of 1947
imports is unaccountably low,

Total imports in 1947 are estimated ot 41,054 million, which is
$422 million lcss than an carlier official Nethcrlands estimate published
in a White Paper of April 23, Ordinarily one would be inclined to accept
the Paris figure as a2 later and better cstimate, but the figures for actual
imports during the first eight months indicate that the earlier forecast is
likely to prove much more nearly correct. 'Through August, imports zmounted
to $1,026 million {including %40 million of ships), and this represents an
annual rate of $1,52) million (assuming no odditional ship imports). For
1947 imports from the United States no estinate was presented in the White




~Paper, but the Paris estimote of $268 nmillion appears inexplicezble when
compared with getual imports during only the first six months amcunﬂting? to
q332‘7‘«32m.:LlIL:Lon The export estimate, however, appears reasonable: total
exports of $598 million, compared with the Whitc Paper estimate of $612
million and actual exports during the first eight months at an annuzl rate
of $594 million, r

Whetever the explanation for the Peris import estimates, it
would appecr that for 1947 the total deficit is likely to be nearer
$844 million, as forecast in the White Paper of April 23, than the
$390 nillion estimated for the CEEC. The Paris estimate of $1,019 million
for the total deficit in 1948 would then appear more reascnable in com—
parison with 1947.

By analogy to the ratio between the estimated 1948 deficit with
the American continent ($632 million) and the total deficit, one may infer
that the 1947 deficit with the American continent, instead of only $314 '
million, may amount to $520 million. & similar figure is obtained by
revising upwerd the estimate of 1947 imports from the American continent
on the basis of actual trade in the first six months. The defieit with
the Americen continent for the two-year period, then, may reach some
%1,150 willion, The remaining deficit of nore than $700 million with the
rest of the world will have to be finenced partly with rcserves of other
currencies, partly with credits in those currencies, and partly with gold
and dollars, Total gold and dollar requirements for 1947-48 thus may
easily be $1,200-1,400 million,

It is not intended im this short note to attempt any further cor-
rection of the balance of payments estimates for 1947 and 1948, but only
to discuss the mcans available for finencing dollar deficits of the size
indicated.

Dollar Resources .

Against this prospective deficit on current account, the Nether-
lands had aveilable at the beginning of 1947, or (in the case of credits)
has since required, the following dollar resources:

Millions of dollars

Gold reserves 407
Dollar belances in the United

States (official and private) A
Private merketable dollar

security holdings & 560
Doller credits B 475

1,516

&/ Official Nethcrlands estimate for Februcry 1947.

b/ Including credits from the Intcrnational Bank, the
Internationzl Monetary Fund, the Canadian Govermment,
the Export-Import Bank, the Meritime Commission, and
the private ecapital market in the United States.
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, It is cvident that if no further aid were offered, the Nether-
lands would be able to finance its 1947-48 deficit only by virtually
exhausting its gold and dollar resources, This could scarccly be regarded
as a practical possibility. By the end of Junc 1947, gold and total nct
golla? belances had been reduced by $120 million (including payment of
@74 m}llion, nestly in gold, to the Internztional Rank and Monctary Fund),
4ssumlng that it is desirable to avoid reducing gold and dollar balances
much below the June level, and that private dollar security holdings are
liquidated at the rote envisaged by the Netherlands Govermment, viz.,

$100 million in 1947 and $150 million in 1948, then only $&45 million
{5120 million of gold and dollar belances, $250 million of privately-owned
securities, and 475 million in credit) would bec available to finance the
1947-48 deficit of some $1,200-1,400 million. Thus the Netherlands might
fz1l short of requircments by perhaps $350-450 million, and this need

‘would probebly begin to be felt by the second quarter of 1948.

Clearly this is a case which cells for closer exsmination of
the availability of credits from other (orincipally European) countries,
znd »f the rate at which the Netherlands should be expected to draw down
its officiel and private rescrves. If stop-gap aid is to be available only
for meeting an acutc crisis, then the Nethcrlands may not qualify. Should
it appenr thet the full orogram of assistancc in respense to the Paris
Conference would get uncer way by mid-1948, the Netherlands could risk
bridging the gep by drewing heavily on gnld rcscrves and dollar investments,

MONETARY AN) FISCAL STASRILIZATION UNDER‘THE
MANSHALL PLaN: PaRT I Robert A. Rennic

The Committee of Europwan &conomic Cooperation in resovonse to
Secretery Marshall's suggestion at Harvard University has outlined the
proposed recovery program of the sixtceen monber countries. Its Generzl
dcport, Volume I, presents cstimates of the ninimum requiremcnts for oute
side essistence cduring the next four years, and the maximum possibilities
of individuel and collective sclf-help. It is emphasized, however, thet
in view of the interdecpendence of the European cconomies, the overall
production goals cannot be achieved unless the monetary instability which
characterizes many of these countrics can be materially reduced,

he present financial disorders in Europe havce been a eonse-
quence of the exorbitent monetary expunsion during the war and the
immediste postwar perind, although the scarcity of consumers' goods has
also contributed to the inflationary pressurcs. Beeause the money raised
by deficient tax systcems and public bond markets has fallen far short of
their requircments, the govermments of many Burcpean countries have hod
unduc recourse to bank credit to aid in fincneing the cxpenditures of war
and reconstruction,

An aporeoximate measure of the disturbances to monctory equi-
librium caused by the credit policies of Juropean states can be obtained
from a study of the variations in the ineme-velceity of money during the
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’, :,'Wa.r. -~ The income-velocity of money is defined as the ratio of natlonal :Ln-ﬁ
“come (Y) to the money supply (M). Thus, if 7, is the income-velocity of
ngney on Decenber 31, 1939, and Vy is the velocity on December 31, 1946,

¥ _ Vil
Vo Yoy

While variations in recl income unaccompanied by propxr’clonate
movements in the money supply, changes in the distribution of income be—
tween differont classes, and in the character of banking and industrial
organizeutivn may heve produced some fluctuztions in the income-velocity,
a f2ll in ¥ probably can be ascribed to the accumulation of idle balances
in a eountry in which prices have been held in line by rigid price control;a
and subsidy progrems. On the other hand, a risc in V reflects the prescnce
of a weago-pricc spirel in e country where conficence in the money hes 'bccn
severcly shaken.

The following table presents three significant indexes requ:.rcd
for an evaluation of the monetery and financial conditions of the ormcmc«l
countries involved in the Marshall Plan: ,

Prices, Money Swupply, and Velocity of Money Circulation
December 31, 1946
(End of 1939=120)

/End of Junc/ 102

1 Wholesale Money Income velocity

| prices supply of money

| &4

0 United Kingdon 173.7 277.1 68

! - France €05.7 698.5 102

18 Italy 4y264.3 1,704.1 195

1 Belgium 287.4 336.2 80
Netherlands 252.6 245.2 78.5

7 Denmark 188.9 347.6 53.3

1 @ NoTway 170.0 €76.8 25.7

} Sweden 166.3 193.6 90.0

i 8 Switzerland 195.2 187.1 114.0

j ; Greece & 12,500.0 3,550.0 342.0
Turkey 431.6 314.1 137.0
Portugel 222.4 467.2 47.5
United States . 183.1 303.6 96

a/ Cost-of-living data are the only orice scrics c.vallable for
Grecce. Since no measure of real income can be obteined, the
income-velocity index of 342.C is & nminimum. To the extent
thet real income is below that of 1939, the income-velocity
will be proportionately increased.
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While lack of uniformity in the underlying date of this table renders
?xact conparisons impossible, the relctive orders of acgnitude of the
income-velncity of money prescnt inportent criteria which may be of sone
use to the monetary authorities in creating the necessary conditions for
domestic stability. It is obvious thot fundanentzlly different policics
should be cdonted in the various countries in order to mininize the impact
of monetary uncertainty upon Eur~pe's intornational paynents difficulties.

Threc distinct phases of inflation can be observed frem the
table. 1In the first phase where the income-velocity is low, a large
portion of the money created cduring the war is still held in idle balances.
Price contrnls and rationing remain effective, a2nd the public is obliged
inroluntarily to scve a large proportion of its income beccuse of the
assence of any worthwhile oppertunities t» spenc. Such a condition of
"suppressed inflation® characterizes the economies of the United Kingdom,
Demaark, Portugel, and especizlly Norway, where price and wage increases
have been strictly limited by & large subsidy progran. However, the
redundent purchasing power in these countries represents a continuous
threat beth to the stability of their domestic c¢eononiies and to their
foreign exchenge resources, since such savings are held in constant
readiness to replenish inventories whenever the opportunity is presented.
"Suppressed inflation" reduces worker incentives and multiplies the Giffi-
culties of administering and enforeing the controls devised to ceal with
shortages, for thc excess demand tends to flow over into non—essentia}
scetors, llverting manpower and motericls into undesirable channels,l

The solution required in these circumstznces czn be worked out
along several lines: (2) an incremse in »utput; (b) fiscal reform leading
te budgetary surpluses which would pemit & substanticl cxtinction of
covernuent indebtedness to the tenksy {e) a forced loan which would with-
draw the redundent money from circulzation in cxchange for less liquid
government securities; and/or (d) a rise in nrices sufficient to force a
mere intensive utilization of the moncy supply. It is imperative to insure
monctary stehility thet the pressure of surolus nurchcsing power “e rcduced
by some comhinction nf these measures.

The sccond phase of inflation can oe observed in Fronce, Belgium,
the Netherlands, Sweden, Switzerland, and the United States. In thesc
countrics, prices cre gredually adjusting to the moncy supply, both through
& withdrawal of curreney anc deposits but primarily through increases in
the »rice level., However, if further infletion is to be avoided, there
must be some Jeterrent to future government s2orrowing from the banks and
to unrestricted credit exounsiosn to privete incustry. ior this purpose,
rovernnental budgcts should be helanced and bank credit tightly controlled.
At the suac time, the contructionary pressure sust not endanger the cx-
pansion of output or reduce the incentives to sroduce. ifonctary policy
&t this stage of acjustacnt requires a delicute welghing of the forces of
inflation cnd deflotion prinr te all decisions effecting either the money
supoly or rrices.

1/ Cf. "Fiscal Prlicy and Incentives in Great Britain," this Review,
au.ust 26, 1947,
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TWhen the income-velocity incdex greatly exceeds 100, a third
shase of inflation has been entered. The cxcessivc cxpansion in the

money supply of Greece, Italy, and, to a lesser extent, of Turkey has

caused a serious loss of confidence in the currency. There has been 2
"flight from the currency" in that the public secks to obtain goods;
property, or sccurities that will increasc in value as the moncy depreci-
etes, As prices risc, there are inovitable demands for higher wages,
which producc still higher prices. This wage-price spiral induces agri-
cultural producers to hoard their food rather than sell for currency which
has little or no value in nurchasing other consumers! goods. In turn, the
industrizl worke s devote an increcasing portion of time awey from their
jobs looking for food.

In such & situaticn, thc governments cre not ablc to balance
their budzets, since gencral expenditures and subsidy costs rise much
faster than tox collections bused on a previous time period. Neither arc
they able to induce their citizens to invest in fixed-interest bonds. At
z timc when money is depreciating at a rate meny times the annual interest
vicld on the govermment debt, the public will be striving to invest its
liquid asscts in gold and foreign exchange rather then in government bonds.

Of course, the political uncertainties in these countries tend
furthcr to uncermmine confidence in their currencies, but no general re—
construction of the domestic economies can be accomplished until the
money supply hes been drastically reduced. Whatever moy be the ultimate
adventoges of the wold stabilization loans requested by the Committee of
Euronean Economic Cooperation, they nust “e oreceded by monctary rchabili~
tation end budgetery reformm. The next part of this article will attempt
t» outlinc the finoneial situation in specific countrics.
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U.S. FORFIGN TRADE: FIRST HALF OF 1947 Gretchen K. Fowler

; With close study now being given to the Marshall Plan and our
future trade relsations with Weste n Burope, it is timely to assess U.S.
‘trade for the first half of 1947.1/ U.S. recorded exports of domestic and
fereign merchandise reached the unprecedented total of 7,556 million for
tnose six months, $2.8 billion more than was exported during the first six
months of 1946, and topping the similar period in 1944, the largest export
year on record, by almost $150 million. In general, U.S. prices during
19477 were well above the 0.P.A. levels that prevailed during the first six-—
month period of 1946, and contributed to this great increase in the value
of exports. In the first half of 1947, exports cxcecded imports by $4.7
billion, nearly equaling the wl. 8 billion excess for the entire year of
1946. General imports reached $2,863 million in the first half of 1947, an
increase of almost %000 million over the samc period of the previous yvar.
Comparative data by countries are given in Table IV on page 14.

During the first half of 1947, U.S. trade with Burope shifted
percoptibly toward the western nations. The sixtceon Marshall Plan countrics
roceived 92 per cent of total U.S. cxports to Europe in 1947, comparod with
76 per cent in 1946. Cessation of UNRRA and other aid to the Bastern Euro-

pcan countries during 1947 caused & decided drop in their imports from the

' United States as compared with 1946.

;; As can be seen from the table below, Marshall Plan countrics

8 reccived increesed shipments from the United States during the first six
months oi 1947, but mand.g,cd to export little more to this country than in

8 1946. As a result the U.S. oxcess of cxports to thesc nztions rose by

| almost $900 million from thc first half of 1946 to the same period of 1947,
The annual rate of deficit of the Marshall Plan nations with the United

'8 Stutes is $4.5 billion for 1947, whercas the planned deficit for 1948,

'8 according to the rccovery program publishod on September 23, is $5.6 billion.

Table I
U.S3. Trade - January through June

Trade with

Marshzll Plan nations
Total Trade Trade with as per cent of:
v. 3. with Marshall Plan Total Trade with
trade  Buropc nations U.S. trade Burone

(In millions of dollars)

1946
Exports 4;769.1 2,2@.3 1,&411 35-3 76.2
Imports 2,286.2 3749 316.6 13.8 Blode
Excoss of cxports 2,482.9 1,834.4 1,367.5 55.1 74.5

19472
Exports 7,555.5 2,819.8 2,581.2 34.2 91.5
Imports 2,863.4 382.7 338.6 11.8 gg.s5
Excoss of exports 4,692.1 2,437.1 2,242.6 417.8 92,0

1/ Scc two previous erticles in this Review of March 11, 1947, and Herch 25,

71947,
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o The groatest shift of U.S. trede during 1947 was with South
America. For the first six months of 1946, 3outh America had an export
surplus of $18 million with the United States;for the same period in 1947,
the balance had become an import surplus of $620 million. Argentina,
Brazil, znd Venezucla were the principal countrics contributing to this
deficit. 'Tesc three countries increzsed imports from the United States
during the first six months of 1947 by $558 million above thé level for

the same period in 1946, while their exports to the United States increased
by only %32 million, '

. The North American countries, chiefly Canada, Mexico, and Cuba,
increoased imports from the United Statcs; according to U.S. data, Cenada's
net ﬁnports from this country rosc from $198 million in the first half of
1946 to $535 million in 1947. This large deficit was the consequence of
an increasc of U.S. exports to Canade of $455 willion, against additional
U.S. imports from Conada of only $120 millionm.

In Asia, Jepan, Ceylon, Turkey, and India exported less to the
- United States in the first six months of 1947 than they had during the
] ) same pcriod in 1946. These declines were morc than offsct by increased
{ imports from British Malaya, the Philippines, China, and the Netherlands:
Indies. British Malaya improved its favorable trede position vis-a-vis
the United States fivefold, os rubber exports rcgeined prewar levels.

The following table of U.S. trade by continents shows the geo-
graphical shifts between the first half of 1946 and the first half of 1947.

Table II
U.S. Trade ~ January through June
(In millions of dollers end
per cent of total)

Exports of Domestic and ~
Forcign Merchandise General Imports
1947 1946 1947 1946
Value| % |Volue| % |voelue| % |velue]l %
25.611,085] 22.8(1,063| 37.1 762| 33.3
South america 1,220} 16,1} 511} 10.7 €00] 20.9] 529| 23.1
BEurope 2,820} 37.3{2,200| 46.3} 383} 13.4 3750 16.4
Asia 1,035] 13.7} 634| 13.3] 575| 20.1 394 17.3
Australia 138 1.8 6L 1.3 99| 3.5 71l 3.4
Africa 413) 5.5 265 5.6 143 5.01 149 6.5
Thtal 7,556{100.0|4,769|107.0|2,863|100.02,286{100.0

i
|
]
i
|
:
|
!
_ ; ‘ North America 1,930
|

The comparison of commodity exports for 1947 with those for 1946
(sce Teble V, pege 15) shows the increased impertance ~f finished and semi-
finished manufectures which rose from 60 to 72 per cent of totel exports.
Expanded exports of all classes of commoditics except manufactured foods
contributed to the large total. Tremendous increases of finished manu-
foctures ($2,169 million), scaimanufacturcs (6412 million), coal ($153
million), corn ($110 million;, wheat flour ($185 million), and uwmanu-
factured cotton ($57 million) were offsset in small part by declines in
meet products ($169 million), dairy products ($66 million), wheat ($59
willion), and unmanufactured tebacco (%26 nillicn).




L Enports were at a disappointing level in 1947. Geins in some
cammoditles were offset by large declines in others- as compared with a
‘year ago. In the crude materizls group, imports of crude rubber,

and crude potroleun incressed by $115 million, %61 million, and $30
rcspectlvoly, but declines were recorded for uncressed furs’ (@64 m

raw silk ($50 million), and ummanufactured wool ($33 million). Imp
semimanufoctured goods increased by $178 million during 1947. Impor
expressed olls, vp $62 million, woodpulp, @bl million, copper; $2-

and g&s and fuel oil, $17 million, morc than offsct the decreasc in diam
cut out not sct, of $49 million. Coffee and coeoa rcgistered gains of
$70 million and $47 million respectively, in tems of value, altnough
quantity imports of both commoditics declined. Newsprint wus up by $5
million from the first half of 1946, and canc sugar increased by'$107
million. The following tchle shows U.S. trade figures.by commodity gro
for the first six months of 1946 and 1947, and the rclative 1mport@nce o
ecach group to the total trade.

Table III )
U.S. Trade ~ January through June
(In millions of dollars
and per cent of total)
Exports of
Domestic Merehendise
1947 1946
Valae | % Value
Crude materiuls 850.6] 1l.4| 639.8 3
Crude foodstuffs 428,30 5,7] 353.2 . 1 18.
Manufectured food— )
stuffs 816.5] 11.0f 860.,7 11,2
Semimcnufacturcs 853.1} 11.5| 440.9] 21.1
Finished manu- ‘ PR I
factures 4,501,2} 60.412,332.7 16.6

Ttal 7,449.7]100.0|4,627.3|100. 100.0|2,237.4

Higher prices for both export and import commodities have contri-—
buted greatly to the larger trade welues in 1947, The index of unit valucs.
of exports, as reported by the Department of Commerce, rose 22 per cent be- -
tween Januwarv-Mey, 1946, and the same peried in 1947. The classes of cxport
commodities showed increases as foliows: 29 ver cent for crude materials,
11 per cent for crude foodstuffs, 32 per cent for manufactured foodstuffs,
27 per cent for semimanufactures, and 16 per cent for finished manufactures.
The index for imports rose 26 per cent between the same periods. ‘'The break-
down by class of imnorts shows increases of 13 per cent for crude materials,
52 per cent for crude foodstuffs, 27 per cent for menufactured foodstuffs;
30 per cent for semimenufoctures, and 28 per cent for finished menufactures.
Weakening nrices of seme crude industrial materials imported by the United
States during the vest year, notably prices of rubder and copra, held down
the price rise of crude materials. The 52 per cent increase in crude food=
stuff priccs placed imported commodities of this class at fabulous prices.
Cocoa averaged 22 cents per pound during the first helf of 1947, comparcd:
with the average of 8 cents per pound for 1946. Similarly, coffee sold at
24 cents per pound in 1947, compared to 15 conts last yeer, and sugar sold
et $4.94 per hundredweight in 1947, compored with $3.60 during 1946.




ble IV

U.8. Trade -~ January through June

(In millions of dollars)

£ ~Continent and
Ceountry

Eﬁpbrts

Imports

[ 1946 | 19

-Europe
#United Kingdom
“¥France
*Italy
*Belgium and Luxembourg
*Sweden
*Netherlands
*Greece
#Gemany
*Norway
Psland and Dengig
U.5.5.R.
#*Switzerland
#*Denmark
*Eire
*Portugal
Yugnslavia
Czechoslovakie
#Austria

North America
Canada
Mexico

#Ieelend
Cuba

South America
Argentina
Brazil
Venezuela
Colombia

isia
China
Republic of the

Philippines
Indie

* Turkcy
British Maleya

Africa
Union of South Africa

Austreclia and Oceoniao
Australia

Total

1947 | 1946
2,819.812,209.3

620.2
459.9
27.5]
237.1 149.
224.5
193.2
89.1
80.9|
81,7
66.8
91.2
92.7
46:9
40.1
48.6
26.1
36.2
22,6

1,930.3
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313.5
354.2
214.8
118.2

1,035.1

5
7
9
4
0
-3
4
4
9
6
N
3
7
0
0
9
.0
5
.7
.3

236.1

220.4
232.1
47.3
7.8

413.0

209.91 1 : .
137.6

103.6
74555.5

82.6
2,863.4

4,692.1 |

* Marshall Plan nations.




Table ¥

..'.'.15_-

U.S. Trade - January through June

(In millions of dollars)

CONFIDENTIAL

Exports of

Increase or Imports Increase or
domestic 1947 |decrease(-) for 1947 |decrease(-)
merchandise from 1946 consumption from 1946
Total 7,450 2,822 Total 2,807 570
Finished Manu- Semimanufactures 591 178
factures 4301 | 2,169 A1l other
Merchant vessels | 396 379 semimfrs.l 178 67
"All other" ‘ Expressed oils,
finished mfrs.t/| 927 362 inedible 69 62
Industrial mach, 660 254 Wood pulp 106 W,
Cotton mfrs, 394 227 Copper 57 23
Electrical mach. Gas & fuel oil 42 17
& apparatus 279 150 Sawcd boards 44 15
Passenger cars 166 138 Diemonds, cut
Motor trucks & but not set 19 =49
busscs 232 135 Crude Foodstuffs 515 114
Rayon, nylon & Coffee 298 70
other synthetics! 159 99 Cocoa 78 a4
Agricultural mach, ;
& implements 151 83 Cattle, except
Steel nmill mfrs. 185 g1 for breeding 3 -12
Iron & steel ad- Crude Metericls 920 111
vanced mfrs, 132 60 Crude rubber 208 115
Rubber mfrs. 112 50 Cilseeds 80 61
Lubricating oil 99 43 Crude petroleum M 30
Semimanufactures 853 412 "0 ther" vegetable
"A11 othert fibersl 30 17
semimfrs,L/ 301 160 311 other® crude
Iron & steel meterialsl 121 16
semimfrs. 216 108 Nonferrous ores 7 14
Crude Materials 851 211 Hides & skins 41 14
Coal 260 153 Diamonds, rough,
Cotton, unnfrd. 306 57 uncut 9 -16
Tnbaeco, umfrd. 146 ~-26 Woel, ummfrd. 123 -33
Crude Foodstuffs 428 75 Raw silk 10 -50
Corn 128 110 Undraessed furs 54 ~-64
Wheat 159 -53 ¥inished Hanu-
Manufactured Food- actures 467 84
stuft's €17 —hb Newsprint 157 54
Wheat flour 203 1¢5 Han-commercial
tairy products 109 -66 imports 26 14
HMeat products 75 -169 Machinery &
vehicles 34 14
Manufactured PFood+
stuffs 315 82
Cane sugar 208 107
1511 othermfyd.
foodstuffs}f 50 =10

1/ "All other" refers t~ the unspecified resicdusl in the source materizal

supplicd by the Department of Commercc; in the abbreviated tables pre-

‘sented here, it does not refer to the cntirc residual for the class,






