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This review is intended primarily for internal circulation, and
should in no case be cited or quoted., It consists-of personal
and informal contributions by the authors, which in many cases
represent very tentative analyses of the subjects considered.

Financial Developments in Greece J. Herbert Furth

Despite continuing administrative inefficiency and increasing politi-
cal unrest, the Greek economy registercd some progress in 1946. After two years
of crop failures, a good harvest improved thec supply of domestic foodstuffs and
of exportablc producc (tobacco, currants, raisins, figs, and olives). Industrial
activity reached 54 per cent of the 1939 average, with mining and metallurgical
enterpriscs resuming operations and the textile industry raising its production
from 50 per cent of pre-war in December 1945 to 76 per cent in November 1946.
The purchasc of Amcrican surplus vessels made possiblc the resurgence of the
Greeck merchant marine. The nowly establishcd Currency Commissio 1/was able to
check inflation for the first time in six ycers, with the note circulation,
foreign exchange ratcs, domestic priccs, and the govermment budget showing some
symptoms of stabilization. Forcign trade, although still below its pre-war
volume, began to develop, thc commercial import surplus being approximately
covercd by the receipts from remittances.

On thc other hand, the country romoined dependent upon lavish foreign
help, cxtended by UNRRA and the British Government. The task of repairing wer
damnge and rcorgonizing the country's system of agriculture, industry, and
transportation was scarcely begun. Greece wos probably the only Ewropcen

1/ Sec this Review, Fcbrucry 25, 1946, p. 1,
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country outsidc the Sovict spherc of influence where main railroad lincs
remained unusoble. The lack of public confidence in the country's politicol
ond ceonomic stobility was reflected in hocrding of commoditics, an insatiable
demand for gold, ond o strong tendency towerd capitel flight., In order to
climinatc thc couscs of thesc cvils, measurcs will be necded that rcach for
bcyond the ficld of cconomics ond finance.

Currcency and Banking

Bank notc circulation rose between the ond of Deccmber 1945 ond the
cnd of August 1946 from 104 to 496 billion cdrochmas, remeincd at approximatcly
that level during the rest of the yeor, ond rosc.to 542 billion drachmes ot
the ond of Jamuery 1947. Since May, the Goverrment has not increascd sub-
stantinlly its indcbtedness to the Bank of Greece, and such cxpansion of the
note circulation as occurred after thot date wos duc--according to the Boank
stetemonts——to the extension of credits to the private cconomy.

The gold sovercign continucd to be regerded os the truc stondord of
value of the cconomy, but its pricc in cdomestic currcncy rcmained stable ot
approximately 135,000 drachmas, or morc then threc times the cross-rate bascd
upon the official price of gold in the United States (1 gold sovercign = $6.24)
and the official cxchonge rate for the dollar. This stebility, however, wos
maintained only becausc the Bank of Greecee sold gold sovercigns frecly to the
public at thc estoblished rate. In consequence, the Bank lost around 2.1
million sovcrcigns in the coursc of the ycar. In Jamuory 1947, the Currency
Commission compcllcd thc Bank to stop thesc sales, with the result thet the
Ufrec morket! ratc of the sovercign rose immediately to 145,000 drachmas. The .
salcs thercupon werc rcsumed, at o pricc of around 140,000 drachmas, lcading
to further gold losscs of thc Bonk.

The forcign cxchange value of the draclma, sincc January 1946 when
it was reduced to onc-tenth of its previous level, hes remained pegged at the
rate of $1 = 5,000 drachmas. Black-merket prices of the dollar rose from
around. 5,500 to &,200 drachmas in February 1947. Although this prenium is
moderatc according to Eastcrn European standards, it interferes with the cx-
change policy of thc Govermment since it induces Greck rcsidents in the United
States to avoid official channels in sending remittonces to the country and thus
to plcce substantial sums beyond the rcach of cxchange control.

The domestic price level increascd only around 9 per cent between the
cnd of December 1945 and of November 1946, rcaching around 12,750 per cent of
October 1940. In terms of dollars, the pricc level was around 320 per cent of -
pre-wer on the basis of the official rote and cround 200 per cent of pre-war
on the basis of the black-market quotation of the dollar. Wages reportedly
rosc morc repidly then prices during 1946 but were still ot only around 70 per
cent of pre-wor in terms of purchasing power,

The balence sheot figures of the Bonk of Greece for the end of 1945
arc not comparable with those of later dates on cccount of the readjustment of -
the drachma valuc in Jonuary 1946. In terms of dollars, the balance sheet
total of December 31, 1945, was arnund 23 per cent smellcr than that of Moy
1946, when the Benk resumed the publicotion of its semi-monthly stotements.
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country outside thc Sovict spherc of influencce where main railroad lincs
rcemained unuscble. The lock of public confidence in the country's political
and cconomic stability wos reflected in hoording of commoditics, an insatiable
demand for gold, cnd o strong tendency toword capital flight., In order to
climinatc thc causcs of thesc cvils, mecsurcs will be nceded that reoch for
beyond the ficld of cconomics and finance.

Currcncy and Bonking

Bank notc circulotion rosec between the cnd of Deccmber 1945 and the
cnd of August 1946 from 104 to 496 billion cdrachmas, remeincd at approximatcly
that lovel during the rest of the yoor, and rosc to 542 billion drachmes ot
the cnd of January 1947. Since May, the Govermment has not increascd sub-
stantinlly its indcbtedness to the Bank of Greece, and such cxpansion of the
note circulation as occurrcd after thet date was duc--according to the Bonk
stetemonts——to the cxtension of credits to the private cconomy.

The gold sovercign continued to be regarded as the truc stondord of
value of the cconomy, but its pricc in domestic currency rcmained stablc at
approximatcly 135,000 drachmas, or morc than threc times the eross-rate based
upon the official price of gold in the United Stetes (1 gold sovereign = $8.24)
and the official cxchange rate for the dollar. This stability, howcver, was
maintained only because the Bank of Grecce sold gold sovereigns frccly to the
public at thc cstoblished rate. In consequence, the Bank lost around 2.1
million sovercigns in the coursc of the ycar. In January 1947, thc Currcncy
Commission compclled the Bank to stop thesc sales, with the result thet the
nfree market! ratc of the sovercign rose immediotely to 145,000 drachmas. The
sales thercupon were rcsumed, at o priec of around 140,000 drachmas, lcading
to further gold losscs of the Bonk.

Te forcign cxchange valuc of the drachma, sincc Jomuary 1946 when
it was reduced to onc-tenth of its previous level, hos remained pegged at the
rate of $1 = 5,000 drachmas. Hlack-merket prices of the dollar rose from
arounc. 5,500 to 5,200 drachmes in February 1947. Although this prenium is
moderate according to Ecstern Europcan standords, it interfeorcs with the cx-
changc policy of thc Govermment sincc it induces Greck rcsidents in the United
States to avoid official channels in scending remittances to the country and thus
to plcce substantial sums beyond the reach of cxchange control.

The domestic price level increascd only around 9 per cent between the
cnd of Dceember 1945 and of Novembor 1946, rcaching around 12,750 per cent of
October 1940. In terms of dollars, thc price level was around 320 per cent of
prc-we.r on thc basis of the official retc and around 200 pcr cent of pre-war
on the basis of the block-market quotation of the dollar. Wages reportedly
rosc niorc rapidly then prices during 1946 but were still ot only around 70 per
cent of pre-wor in tems of purchasing power,

The balance shect figures of the Bonk of Greece for the end of 1945
arc not comparable with those of later datcs on account of the readjustment of -
the drachma valuc in Jonuvary 1946. In terms of dollars, the balance sheet
total »f December 31, 1945, wes around 23 per cent smeller than that of Mey
1946, when the Bonk resumed the publication of 1ts semi-monthly stotements.
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During the remainder of the ycar, the total did not change substantially.

On the asscts side, gold and foreign exchange holdings declined while advonces
to the private cconomy increascd. On the liabilitics side, by far the largest
item is that of Yother" liabilitics, represcnting around 65 per cent of the
bulance sheet total and including mainly the Wprofits" from the suceessive
rcvaluation of the Bank's gold and forcign exchange holdings. Table 1 shows

o summary of the Bank's stotements for December 31, 1945, and May 31 and
December 15, 1946.

Teble 1
Summery of Benk of Grecce Stetements of Dec. 31, 1945,
May 31, 1946, and Dec. 15, 1946
(In billions of drachmas)

Dee. 31, May 3%, Dec., 15,
_1945 1946 __1946
Asscts
Gold end foreign exchange (nct) 119 1,126 838
Advances to Govermment 85 513 559
Other advances 29 215 609
Other asscts 11 37 &4,
Total 24/, 1,891 2,070
Liabilitics
Note circulation 104 389 496
Goverment deposits 23 136 64
Other deposits 10 40 136
Other licbilitics 106 1,325 1,373
Capital and rescrves 1 1 1
Total 2L 1,891 2,070

Deposits with the six leading commercial banks and the Postal Savings
Fund rcached 114 billion drachmas in October 1946. This figurc was less than
non-Govermment deposits with the Bonk of Greecce and less than one-fourth of
the note circulation. At the end of 1938, the deposits with the six leading
commercial banks and the Postal Savings Fund (cround 21 billion pre-war
drachmas, in terms of dollors cqual to cround 840 billion drachmas of 1947)
were around scven times &s large as non-Govermment deposits with the Bank of
Grecce and almost threc times cs large as the note circulation. This relation
indicates the catastrophic influcnce of wor and post-wor inflation on commereiol
and savings banking.

Public Finonce

The budget for the fiscal ycar 1946-47 ending March 31, 1947, provides
for revenues of 1,40) nmillion drochmas and expenditurcs of 1,577 million,
lecaving a deficit of only 176 million. Among the rcvenues, 460 nillion were
to be derived from the sale of imported rclief goods, but the samc anount is
listed among the cxpenditures as "costs connected with imports", i.c., costs
of distributing UNRRA shipmcnts and perhaps of subsidizing additional imports,
Only 100 million is carmarked for reconstruction cxpenditures. '



-4 - CONFIDENTIAL

According to a Govermment announcement, the first six months of the
fiscal ycar witnesscd rcvenues of 606 million drachmas and cxpenditures of 766
million, meking for & cdeficit of 190 million, No further breakdowm was pub-
lished. If thesc figures arce correct, they wovld indicate & tremendous improve-—
ment over previous ycars when revenues covercd only o small frection of total
outlay and the CGovcernment had to depcnd voon borrowing for the bulk of its
cxpenditures.

Actuelly, however, the significancc of thesc figures is somewhot
guestionable. It is true that the Currency Gommission has prevented the Govern-
ment from borrowing from the Centrol Benk, and sinee the Govermment probebly
hes no other sources of loans, it was forced to adjust its outlay to its
rcvenues. A large poert of thesc revenues, however, was rcpresented by non-
rccurring items, In view of the high domestic price level, the Government
probebly has becn able to sell its relicf imports at the cquivalent of their
full dollar vcliue, which for six months would yield cround 315 billion drachnas.
The prefits from the sale of gold sovercicns ot three times their parity rote
during that periocd accountcd for an additional 45 billion. Thesc two iteoms
alonc represcent almost 60 per cent of totol income, leaving only 246 billion
of rccurring rcceipts. C(n the other hand; the outlay figurc orcsumebly ex-
cludes militery expenditurcs finenced by forcign grants cnd credits. The cxact
amount of these expenditures is not knowm, but they probebly were not smaller
than tke officicl cstimate of the British iilitery Mission for 1947 (400 billion
drz.chnos per ycar).l Totel expenditures in the first half of the fiscal yeor
thus probably werc 2round one billion drachmas, of which no more than one-
fourth mey be cssumed to be non-reccurring 'cost connected with imports®. The
cmount of recurring revenue thus is unlikcly to cover much morc than onc-third
of rceurring czpenditures. While this cstimate obviously is cxtremely vague,
it tencls to show thot the availoble fregmentory information does not worrent
optimistic views of the Greek Hudget sitmation.

International Finonce

In 1946, Creece rcceived substenticl relief shipments, collected
revenucs from cxports, romittances, shipping, investments, ond British mili-~
tary expenditurcs, ond utilized forcign credits. Greece reccived UNRRA ship-
nents of 126 nillion dollars and privoatc relicf shipments cstimated ot 7 million
dollars. IExports crc cstimated at 36 nillion dollers on the basis of the import
statistics of the United States, the United Kingdonm, and Zgypt, which werc the
country's mein customers. Remittences reached around 42 nillion dollars, csti-
meted on the hosis of cetual figures for the first cleven months, the amount
being nbout coually divided betweon dollors and sterling., Shipping roccipts
were estimoted by UL at 6 million dollors. Revenue from foreign investment,
which vielded 7 millicen dollars in 1939, was cstimated at more than 1 million
dollars for 1645, and probebly was not lcss than 2 million dollars in 1946.
Claims for British nilitary expenditurcs--which the Bank of Greece includes in
its forcign cxchange holdings--accrued at & monthly average rate of 3 billion
drachmes (0.6 million dollars) during the last cight months of the year; if
that rate is coolied to the whole year, the totel would be the cquivalent of
around 7 million ¢ollers. The sum of all currcent reccipts thus is cstimated
&t 93 nillion dollars.

1/ Scc UNRRA, "Forcign Trade in Grecce! (Opcrational Peper No. 14), Deccmbor
1945, p. 35.
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In addition, Greece reccived during the year a British stobilization
credit of 10 million pounds sterling, which, however, figurcs on both sidcs of
the balance sheet of the Bank of Grecee and thercefore is not to be considercd
as & rceeipt, ond the following crcdits from the United Stetcs: Export-Import.
Bank 25 million dollars, of which around 3 miliion dollars werc utilized during
the year; Foreign Liquidation Commissioncr (ommy surplus) 45 million dollars,
of which rcportedly cround 20 million dollars wes utilized during the year;
and Maritime Commission 45 million dollars, of which around 9 million dollors
was utilized during the ycar.l The sum of 2ll credits utilized during the year
amounted to 32 million dollars; total rcceipts of foreign exchange (revenucs
plus utilized crcdits) thus reached 125 million dollars.

Imports (other than rclicf cnd Government shipments) cmounted cc-
cording to Greek stotistics to the equivelent of 45 million dollars during the
first ninc months of thc year. If thcy continucd during the lost quarter ot
the avercge rote of the third quarter, the totael would be arosund 75 million
dollars. In vicw of the shortcomings of Greck statistics, an UNRRA cstimate
of 80 million dollors may be regarded as morc reliable. Governacnt cxpendi-
turcs abroad (including non-trade items, bul presumebly cxcluding ships and
armements) were estimated by UNRRA at 8 million dollars. The utilized part of
the Maritime Cormission credit (9 million dellors) was spent for the purchasc
of surplus vesscls. The utilized part of the Foreign Liquidation Commissioner's
credit and the cquivalent of the British militory cxpenditurcs; totaling 27
nillion dollers, presumcbly were uscd for purchosing crmoments., Total payments
thus am>unted to on cstincted 124 million dollars.

. One moy assume thot these estimates crc not unduly hozardous. They
arc, however, obvicusly incomplcte. - 4 comparison of total paynents (124 million
dollars) with total rcceipts (125 million dollars) would suggest that therc wes
no perceptible chonge in Greek net holdings of gold and foreign cxchange. This
conclusion, however, is at varionce with the rceport of the Baunk of Grecce on
changes in its holdings. According to the Bank's published stetements, its
net holdings of gold and foreign exchenge diminished between the end of 1945
and Decenber 15, 1946, by around 71 million dollers. Around 19 million dollars
of that dcercasc rcsulted from the sale of zold sovereigns to the Greck public.
The residual of wmore than 50 million dollors thus remoins uncxpleined. Port
of thaet sum mey have been spent for additicnal crmaments; the bulk, however,
probebly represcnts flight of capitel.

On this basis, a tentative cstimate of the Greek balancc of payments
in 1946 is shown in Table 2 on the following poge. The figures shown for
armaonient purchascs and capitel flizht arc meont only to indieate roughly the
possiblc magnitude of the amounts in question. Grecec probably rcceived ad-
ditional armoncnts out of the lend-lease commif?ents outstanding a2t the cnd
of the war as well as from the British forccs.

1/ Thc Federel Rescrve Bank of New York granted the Bank of Greeee o 10 million
dollor loan agoinst gold. The utilization of this loan, howevcr, is shown
below in the diminution of the Bonk's nct holdings of gold and forcign
cxchange.

2/ Scc New York Timcs, Morch 21, 1947, p. 10.
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Toble 2
Tentetive Estimate of Greck Rolance of Poyments, 1946
(In millions of dollars)

Receints Paynents

ULNTRRA 126 Imports: UNRRA 126
Private rclief 7 Private relief 7
Exports 36 Commercial _80 213
Remittances 42 . Services &
Shipping 6 = Ship purchases 9
Dividends and intcerest 2 Armonents 30
British wilitery cxponditures 7 Capitcl flight 50

Util?zed.cyoditg st edr oy, 2R
Decline in foreign w 52
20 " 310

The prescnt foreign exchenge situation of the Bonk of Greecc ap-
pecars to be cven less satisfactory than its published statements would indicate.
The Bong of Greecee notified the Internationel lionctery Fund os carly as Cétober
31, 1945, that its gold and foreign cxchonge rcsources were rcduced to 107
nillion dollars.l/ The differcnce between that cméunt and the sun ~f 167
nillion dollars rcportcd as net holdings in the Bonk's published stotcoments aey
bc explained by assuning that around 60 million dollers werc comnitted for
future imports. Thc balance of 107 million dollors consists largely of sterling
(the bulk of it presumably resulting from claims for British nilitery cxpendi-
turcs), which werc "frozen" in the Currcncy Stebilizotion account kept with
the Bonx of Englond, Freely aveilable resources of gold and foreign exchong
thus hawve rcached a very low level,

1/ See JUnited Notions Economic and Sociol Council, "Needs ~f the Devastoted
Countries® (Interim Report, 1/288), Fobruory 26, 1947, p. 57.

Foreign Trade Controls in Mexico Horry Gillis

The foreign trade policy of Mexico traditionally has been one of
minimun trade restrictions. In accordance with this pelicy, teriffs wcre cp-
plied for purposes of rcvenuc only. Beginning with the late 'thirties, howcever,
teriffs gradually cssumed a secondary function as an instrument »f foreign
trede control through ¢ scries of teriff cdjustments. At the same time, trade
control was made cven more cffcetive by the adoption of = system of dircet
restrictions.

The wor years, and even the post-war years, have seen o growth in
hoth the extent cnd degree of these control measurces. Although there have
been transitory periods of partial rclexation or suspension of the controls,
the over-cll picturc is onc of increascd restriction, for both cxports and
imports, through thc measures described below,
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Export Tariffs

The present cxport teriff system has been in offcct since Scptanber 1,
1939. It provides specific rates of cuty ("inpucstos") on approxinctely 225
comnocitics out of more thun 1,200 itcms listed in the export schedule. Thesc
dutics ny be changed by Congress or by Exccutive decrge, In addition to the
forcgoing, an "aforo" export tax is levied on &ll commoditics unless specifi-
cally exempted, The "aforo" is a unifom tax of 12 per cent, applied to
official valuations which arc reviewed monthly by an intercdepartmentel Comnittce
on Appreisals and Subsidics to Foreign Commcrcce. This committee hos cuthority
t» alter the valuations.

The control of exports by mcans of the tariff structurc has been ci-
fected by modificotion of the specific rates of duty (i.e., the "impucstosh)
and by rcvisions of thc #aforo" valuations. Both mecthods were clearly cnployed
for this purposc after February 1944, At this timc, cdutics and taxes were in-
creased, especially on articles of prime nccessity, in order to conscrve co-
ncstic supplics and to prevent unduc increascs in pricc. Further control hos
been afforded by o system whereby the Govermment grents rebotes or exemptions
on the payment of export levics, provided the emporters or produccrs fulfill
certain conditions,

Export Pcmits

In adcdition, there is o dircet control of cxports by ncans of Hfficial
permits, Even beforc the war, Mexico resorted to oceosional ond temporary ro-
stricticns of verious industrial moterials ocnd consumer goods of prime necessity
(c.g., staple foodstuffs). However, the first cxtensive list of exports subject
to prior authorization wos published in December 1941, and frequent additions
have since been made. These permits arc obteined from the Ministry of Finance
or, whon the commocitics arc subject to internotional treaty, from the Ministry
of National Economy.

Inport Toriffs

The present import tariff structurc, in effcet since 1930, is of the
single-column, specific-cuty type. As mentiocned previously, the outstanding
purpose of the import dutics has been, and still is, to provide revenue. During
the 'thirtics, however, they began to be uscd as an instrument for the protcction
of specific economic groups (c.g., agriculturc and newly established incustrics).
A protectionist upward revision of customs cdutics was drafted in 1943 but was
never put inte effect becousc of internationcl war-time shortoges and fear of
possible reteliction. In December 1944, however, substantially incrcascd duties
were applied to imports of speeificd incustrial motericls (e.g., iron and stecl
manufactures, chemicel products, ete.). Since then, in order to stimulcte in-
dustrics the development of which Mexico wishes to encourage, cduties have hoen
raiscd on some commocitics to protect the comestic product from foreign com-
pctition, and have been lowered on others to focilitate the importation of
needed raw moterials.

Inport Pemits

Dircet control of imports did not appcar in Mexico until 1937. During
that yeor, the Ministry of National Economy wes authorized to regulate by prior
permit the entry into Mexico of silk and rayon procducts in order to stabilize
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the dorcstie industry. In addition, in June 1937, procucers of commoditics
ceemed by the Ministry of National Economy "to be of fundemental importance!
were avthorized to organize associctions which woulcd have the power to control
importe in order to protect the comestic pricc structure., To date, however,
these powers apporently have not been cxcrcised.

On Moy 12, 1944, the Ministry of Finonce wos cuthorized to prohibit
or regulote, through cn Imports Coordinction Cormittee, the importation of any
or 21l cormnditics. However, the continucd shortages rendered the Committee
inoperctive, and it was abolished on August 7, 1945, ot which tine its fow
permit-issuing functions were trapsferred to the Deportment of Foreign Trade
of the Ministry of Finance. Nevertheless, this Committee in mony respects
scrved as & prececent for the control system deseribed below,

Organization of Foreign Troade Control Commission

The President of Mexieo, on July 2, 1946, fornced o Notional Econonic
Council composec. »f four scparcte commissions: (1) Generel, (2) Industry,
(3) Agriculturc, ond (4) Traonsportction and Comnerce.  The Notionnl Econonic
Council, by an cdict of July 29, 1946, created within this lzst comnission o
sub-grcup entitled the Foreign Tracde Control Commission.

The policy of the Control Commission is detemined hy the Departnent
of Fercign Trade of the Ministry of Finance and is acninistered dircctly by
the Mirister of Pinance, who acts as presiding officcr. The Commission, in
turn, has specific comodity cormittees of five persons cach, the members of
which include represcntotives of the Ministrics of Finonce, of Agriculture and
Devclopment, and of National Economy, the Notional Chonber of Manufacturing
Incdustrics, the Notional Confoderotion of the Chambers of Commerce, workers!
orgenizations, and banking and mining interests. The Ministry of Finance nust
have a rcpresentative who shall act as chairman on cach commodity committec,
but it is not intended that 211 of the other organizations should be so repre-
sented,

Objcctives of the Commission

The Council's edict creating thc Control Commission listed the
generel objectives of the Commission os follows: (1) the cconomic improvement
of the different social classes of the populcotion, (2) the integration of the
Mexicar. cconony with the economics »f other countries when reciprocal bencfit
is impliced, (3) the development of national procuctivity with consideration
of the interests of consumers, produccrs, and other groups concerncd, and
(4) thc protection of the foreign trode balance by restricting luxury imports
whenever ncceessary. The Control Commission as it is organized furnishes o wmorce
adequate system of controlling both the quentity and quality of exports and
imports., This system represents an cndeavor of the Mexican Govermment to meet
a two~-fold situction in which large imports of non-essential items were placing
a drair. upon intcrnctional reserves anc in which goods nceded at home for con-
sumpticn or for incustrial development were being exported.

Mcthod of Committec Control

As of Scptember 11, 1946, thcre were only five cxport commodity
committees: (1) beer, (2) chewing gum, (3) cotton textiles, (4) cotton fiber,
and (5) medicinals; and therc were but two import commocdity committecs:
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(1) hides, and (2) iron and steel. Additioncl import committecs, however,
were being planned for chemicals, fats and oils, and whect.

The respective commodity committecs arce empowerecs (1) to rccomenc
quotas for export procucts, (2) to distributc saic quotes among cxporters,
(3) to 2llot thc import quotas fixed by the lexican control authoritics os
well as to distribute the cxport quotes which other countrics may assign to
licxico, and (4) to issue cxport and import permits to the applicant persons
or fims. In any cosc, final approval ond action rests with the Department
nf Forcion Trade o7 the Ministry of Finonce. Incividuel traders of cormiocitics
for which a committee has been established must apply to the appropriate com-
mittee for export or import permits. For all other goods which require export
or import permits, applications must be addressed, as in the past, to the Depart-
ment of Foreign Trade. Slight service fees for approved permits are levied in
the case of some commodities,

Conéluding,Comments

The organization of the Foreign Trade Control Commission makes
possible an extremcly elastic control policy. Through simple administrative
proceduvre, the volume of any or all exports and imports may be altered or cven
completely prohibited. Furthemmorc thesc administrative changes may be made
effective in a matter of days and with no notice other then publication in
the Dierio Oficial.

!

It may be interesting to notc thet the Minister of finance as pre-
siding officer, with a personally delegated representative acting as chairman
of cach commodity committec, is ablc to cxert a tremendous influence on both
the policy and the commodity level. Any action or proccdure contrary to the
will of the Minister is rcpeatedly subject to direct or indirect veto.

At the present time, with international demand far outstripping
supply. there has been an increase in the nunber of items subject to export
permit, There are also many items subject to import permits, but temporary
exemptions have repeatedly been granted for the majority of these commodities.
As of February 1947, only 84 items were actually subject to import restriction
(e.gsy wool, mutton, certein semi-manufactured mctal products and specific
types of cotton goods).

In conclusion, it may be stated thet the most publicized purposcs
of the Commission arc not reflccted in the actuwal functioning of the commodity
committecs. The import committces, supposcdly created primarily to rcstrict
the volume of non-csscntial imports, actually appcar to have as their main
purposz the protcction of domestic industrics; whilec the committecs which arc
supposzd to prevent the cxport of critical itoms actually appcar to bc morc
interested in stimulating the cxportation of certzein non-critical products of
industries which icxico is trying to develop.
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Causes and Consecquences of‘Swedish Import Restrictions Robert W. Bean

On March 15, Sweden joined the ranks of countries which found it
necessery to bring order into their balances of payments by restricting
imports., This action probably leaves Portugal the distinction of being the
only ccuntry in Zurope which does not limit its imports by direct guantitative
control. Indeed, the practice is now so common that it may come as a surprise
to some that Sweden has exercised no such control in the past. Why, if she
succeeced so long in avoiding impert restrictions, should they be necessary now?
What will be the consequences  the rest of Burope, which needs Swedish ex-
change, and for United States eX rts?

The immediate causes of the new action are evident enough in Sweden's
~ trade and foreign cxzchange figures, From a peak of 769 million dollars at the
end of July 1946, the Riksbank's holdings of gold and forcign exchange fcll to
510 million at the end of January 1947, a declinc of more than one-third during
a pericd of six months. The Riksbank was immediately confronted with a problem
with respect to cover for its note issue. By December 14, 1946, the right of
note issue excecded the note circulation by only 19 million dollars, compared
with an increasc of 23 million dollars in note circulation during the preceding
weck. The Bank csceped from this sitwation by exchanging certain assets due
from the Govermnment for other types of Government debt which were legally
cligible as sccondary note cover, thereby restoring the uncxercised right of
notc igssue to 102 million dollars. By the end of January 1947, this figurc had
dwindled again to 46 million, despite a declinc in the note circulation. This
internz.l problem of finding ways to meet thc Riksbank's lcgal rescrve require-
ment was far less important, however, than the problem-of commanding®sufficiont
gold and foreign cxchange rcsources to meke nccessary intcrnational payments.
It was clecar thet the rate at which these rosources had recently been consumed
could be sustaincd only a few months.

Table I
Sweden: Import Surplus and International Rcserves
(In millions of dollars)

Riksbank's net gold and

Import foreign exchange holdings
surplus End of month Net change
1946
February 6 664 -7
March ' 14 : 670 +6
April 21 717 +417
May 15 718 1
June 15 734 +16
July : 16 769 +35
87 v +98
August 27 758 -11
September 17 s -14
October 24, . 710 =34
November 35 660 =50
December 26 561 ~99
1947
January 41 510 -51

170 ~259
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Why has the Swedish balance of payments devcloped so unfavorably?
Tt is cpparent from the figures that the turning point came in July or August,
i.c., immediatcly following reveluation of the krona on July 13. Is it corrcect
to supposc that the subsequent loss of 259 million dollurs in gold anc forcign
cxchange resulted lergely from the effect of revaluction on Sweden's balance
of tracde =nd other current transactions? This wos very cvidently not the casc.
In the six months ending July 31, Sweden had an import surplus of &7 million
dollers and simultancously added 98 million dollars to the Riksbonk's nct
holdings of zold end foreign cxchange. In the half-year following, on import
surplus of only about doublec this magnitude coincided with the loss of 259
million dollars in £old ond foreign cxchonge. A substantial portion of the
loss, “hen, represcnted copitel movements, L lorge inflow of capital took
place during the months lecding up to reveluction, inspired by rumors thet
such action wos hoing considered, and did itself hasten the rcvoluation. This
scme speculative copitel left Sweden after the revaluation wos accomplished,
If we abstroct from this speculative movement by meosuring the chonge during
the entire twelve-month period ending Januery 31, 1947, the nct loss cmounted
to 161 million dollors, rather than 259 million, As we might expect (hbecause
the earnings from her merchant fleet and foreign investments normelly cnable
Sweden to afford an import surplus), the nct loss of 161 million for the twelve-
month neriod was lcss then the amount of the import surplus, 257 million dollars.

This smaller figure might not be so alamming werc it not for the fact
that tac loss in international reserves occurrcé ot en increasing rate month-
by-month through thc cnd of 1946, and the imvort surplus tended also: o incrcase
month-by-month. Con any substantial part of the loss of 99 million dollars in
gold and forcign cxchangc during December e attributed to o withdroawal of
speculative capitel loft in Sweden since before the reveluation? liorc likely,
new spoculative movements were afoot, started by rumors that the revaluction
was to be reverscd. Many of thesc transfers undoubtedly took the form of ad-
vance purchasc of import exchenge or withholding of cxport cxchange from the
Rikshank. Exchonge control, aimed at curbing speculctive tronsfers, might
rezsonably hove been introduced as one meens of protceting the Riksbank!s re-
scrves. In cddition to the new spceulntive movement, however, it would appear
that the currcnt import surplus had becone greater thon could be supportcd by
inconc from shipping and other sources (averaze monthly shipping revenucs during
1946 probably did not cxeced 5 million dollars).

The crmount of the Yexcessive! import surplus, i.e., the amount not
nornally coverced by income from shipping and investments, cannot casily be
deterrined. laoking o gencrous 2llowance of 5 million dollers monthly for incomec
from investucnts ond tourists, in cddition to the 5 million from shipping, &
monthly import surplus of 10 million dollirs currcently could e sustoined with-
out depletion of the country's internctioncl rescrves (disrcgarding the cffccts
of capital movements). On the basis of this cssumption, what we may cell iox-—
cessive imports during the twelve months ending January 31, 1947, amounted to
about 135 million dollars or 15 per cent of total imports during this period.
For Jonuary 1947, icxcessive’ imports were ot on enmuel rate of 370 nillion
dollars, represcnting almost onc-third of totel imports. A severc cut in im-
ports is cclled for, then, cven assuming thet the capitel nutflow will bc cur-
tailed, unless cxzports con be increascd to close the gap.l

l/ The situation will be aggraveted by the foct that Sweden hes obligated her-
sei.f to pay over to the Allics 77 million dollors against Gernon osscts in
Sweden.
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It appears guite unlikely that revaluvation brought on these ex-
cessive imports, or that a retreat along the scme path would be the proper
solution. United States prices, and probably world prices of most commodities
as well, have increased since last July by more than the amount of the Swedish
revalue.tion., It is probable that had revaluetion not occurred, the still
greater rise in krona prices of foreign goods would have reduced imports both .
by discouraging buyers and by operation of the Swedish price control system,
which did keep out imports of goods that woulcd have to sell at prices above the
Swedish ceilings. The effect of revaluation thus was to reduce the braking
effect of the risc in world prices on the volume of Sweden's imports. But
there is little reason to belicve that revaluction caused the volume of imports
to risc above their pre-revaluztion level., Nor can it be said that revaluction
contributed to the growth of the import surplus by discouraging exports, for
the volume eand veluc of Sweden's exports were increased during the second half
of 1946 over the prcceding six months. Rather, the growth of the import surplus
appears to he traccable chicfly to the greater availability of certain zoods
for import. To a considcrablc oxtent, thcse have been non-essential consumer
goods. Devaluation of the krona, togethcr with rigid cnforcement of price
control, might now have the cffect of reducing imports, but therc appcar to bc
good grounds for applying a seloctive, rather than o blanket, rcduction.

' Table IT
Wluc and Volume of Sweden's Forcign Trade in 1946
Value Volume Index
(In millions of dollers) (January 1946 = 100)
Imports Exports Imports Exports
January 52 47 100 100
February 45 39 86 €2
March 54 40 103 83
April 64 43 124 89
Moy 71 56 139 116
June 67 53 131 107
July 78 62 139 115
August 81 54, 134 95
September gr 65 136 116
October 9l 66 148 118
November 96 61 156 108
December 92 66 150 117

The Swedish Government claims that during the first nine months of
1946, imports of non-cssenticl consumer goods represented 21 per cent of total
imports, compered with o retio of only 14 per cent in 1938. 3Both the value and
volume of such imports are stated to have incrcased in absolute figures over
1938, It is further stoted thet imports of luxury goods continued to increase
considerably during thce months following Scotember last., On thc other hand, -
imports of coal and nceded row meterials continue to be insufficient. It has
therefore been decided to restrict very scverely imports of such things os
tobocen, coffec, wines and spirits, furs and fine textiles, and cutomobiles.
Rationing of coffece, tca, eand cocoa--discontinucd at the end of the wer-—-wil:
be reiansteted, In cddition, an cffort will be made to increase the welue of
cxports, partly by enlcrging the volume, and very possibly also Dy raising the
price of cxported woodpulp, According to press recports, it is hoped that tucsc
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measurcs will result in rcstricting total imports during 1947 to somc 790
million dollors (comparcd with 873 million in 1946), and in increcasing cx-
ports from 655 million dollaors in 1946 to ot lcast 710 million this ycar.

How importont for the rest of the world will this rcduction in
Sweden's imports be? 4 totol cut of some 85 million dollors in the Swedish
markct does not, by itsclf, appecr particulorly alorming, but it comes &t &
time when a number of othcr countrics which have followed libercl import
policies arc having to rctrench. Belgium, which last summer greatly cxpanded
the list of import commoditics not-requiring license, has now found it neccessar
to restore meny items to the list, and it is anticipated that Belgian imports in
1947 will be held to o level somewhat below thot of 1946. Demnmark likcwisc has
had to strengthen import restrictions, and the 1947 progran calls for totel
imports of 145 million dollars less than in 1946.

The cut will be concentrated on particular commodities and thercby
on particular countrics. Thus, of Sweden's total cutomobile imports in October
1946, amounting to 3.6 nillion dellars, 2,1 million dollars worth camc from the
United States {represcnting possibly 6 per cent of this country's automobile
cxports .in that nonth). Fruit inports in October totaled 3.9 nillion dollars,
of which 1 wmillion comc from the United Stotes (perhaps 12 per cent of our fruit
cxports). Sweden's inports of coffce, tco, and cocoa in the same month were
valued ot 2.1 nillion dollars, of which 1.4 million camc from Brozil, Procti-
cally 211 of Sweden's tobaceo imports, toteling ncorly 1 million dollars in
QOctober, camc from the United Stoates (and represcnted perhaps 3 per cent of our
tobacen cxports). Thus, the Westcrn Hemisphere will cxpericnce a heavy share
in the rcduction.

Europcan countrics mey be protected to some cxtent by their bilateral
trade agrecrients with Sweden, providing for the cxchange of certain categorics
of goods. A number of countrics depend fairly heavily on their exports of non-
essential consumer goods to help balance their trade with Sweden. Demmark, for
example, in October 1946 sold gnods to Sweden valued at 3.4 nillion dollors, of
which C.6 nillion (18 per cent) represented cutomobiles and fruit. The boom in
their cxports to Sweden may temporarily be over, ond the prospcctive decline
ney adc considercbly in o few cases to the balonce-of-poyments difficultics of
these countrics.,

It is cvident that the need for the new restrictions may continuc
for sorc tinmc. Although it con scarcely be said that the Swedish-Russicn trode
and credit ogrecrent wos responsible for the nced to curb luxury imports, it
docs appear likely as o conscquence of the agreenment that Sweden will heve
difficulty increasing her exports to the West sufficiently to permit an corly
rcenoval of import restrictions. The only other remedy would be a reduction in
purchasing power held by the Swedish public, thercby encouraging the frece norket
volunterily to rcject luxury inmports, but this development appears unlikely in
the present circumstonces and would in any cosc offer little solace to cxporters
of luxury gonds in other countrics.,
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Chinesc Exports in 1946 L. 3. Hersey and J. B, Churchill

The abnormally snell volune of Chine's export trade since V-J day
has becn an inportent factor in the decline of Chinese forcign exchonge rc-
sources.l/ The Chinesc Govermment, while trying to redress the bolance of poy-
ments through ricasurcs to control imports, clso has attenpted to offsct the
inflaticn of prices in Chinc end bring export priccs within the recch of
foreign markets by moking successive adjustnents of the foreign exchonge velue
~f the currency., In corly Februcry there was on abortive cttempt to institute
o ducl exchonge rote system—-with ¢ lower velwation of the Chinesc currcency for
cxports thoan for imports.2 This schene wes abendoned and the standard cixchonge
rate wes changed on Fobruary 16 from CN$3,350 per USGL to CN§12,000 per USGL.
Such a change hod been overcdue for some time: the rise in domestic prices
befsre the establisiment of the new rate mode it impossible for the new rote
really to stinulate exports. Rusic conditions of production, transportotion,
ond marketing within China cre such: thot onc connot look for significent
inprovenent in Chincse exports in the ncar futurc.

The published stotistices of Chincse cxports in 1946 are inadequcte
either as bockground cgainst which to evaluate futurc prospects or as dote to
use in analyzing Chinc's balance of payaents. (There are also problens in
interpreting the stotistices of imports; thesc will not be discusscd here,) It
has ordincrily been assuned, on the basis of the Chincse statistics, that total
exports in 1946 had o value of something less then 150 million United States
dollars and thet cxports in the first holf of the yeor were very suall, The
1onthly everage of cxports in this period wos appercntly only 5.5 million
dollars os eompored with about 18 nillion dollors o month in the second half,
The conclusion to be drown from the published statistics is that o very norked,
though incxplicoble, improvencnt occurrcd cdout the middle of the ycar.

It would probably be closer to the truth to estincte that total cx-
ports in 1946 wcre worth 225-250 million dollars. The nost significunt rccovery
wes that which occurrcd between VJ-day and March or Lpril; subscquently there
may havg been a slight folling off, but rewveluation of the Chinesc currcncy in
Augustd/gave o boost to exports in August ond Scptember. The basis for thesc
tentative estinates is briefly described below.

The record for 1946, cven when nodified in this manner, was dis-
appointing in compeoriscn with the last pre-wor yeor, 1936, when exports fron
Chinc--excluding Monchurie and Fomosa, arccs thot were not covered elther in
the 1936 or the 1946 statistics--were velued ot about 240 1nillion Unitcd States.
dollars.é/<At that tine prices werc much lower. Last year's cxports of between

1/ Scc this Reviow for Jemuiry 28, 1947.

2/ Scc this Review for February 11, 1947.

3/ Sec this Review for Februory 11, 1947.

é/ Including an estimcte of about 30 nillion dollars for unrccorded troade,
smuggling ond undervaluction. Sec F. M. Tenogno, Banking ond Finonce in
China, p. 364. '
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225 anq 250 nillion dollars would have been worth only abou7 75 nillion dollers
at 1936 prices, or less than onc-third of the 1936 anount.:

The reascns for the particularly incccurcatc reporting of cxports in
the first holf of 1646 arc ohscure. Publication of the Monthly Recturns of
Fereign Trade begon cgain only with the July issuc and no breokdovms ore
aveilable for the first six nonths except on o cumuloted bosis, Delays pre-
sunably occurrcd in rcestablishing an efficiont reporting -icchonisn.,  Under-
rcporting wos opparcntly nuch less scrious for the sccond holf of the yeor,
although there wes doubtless some smugeling of cxports os well as of inports.
Reenrdcd shipnents werc in nany cases undervelucd by cxporters in »rder to
avoid turning over the full proceeds in foreign exchange to the Centrol Bonk
of China.

The ecstincte of an export valuc of 225-250 nilliosn United Stotes
d>llars is of coursc subjcct to rcvision. This cstinate is based on & pre-
lininary study of the published date classificd by commndities and destinctions,
and particularly on comparisons »f recorded Chincsc cxports to the United States
with reported inports into the United Stetes.originating in Chin&.g/ Such con-
parisons have been made both for quantity and velue--using various assuptions
28 to the appropricte tinc-lag-—for the three nost inportent comnoditics in
Chincsc-Anericon trade last yeor, bristles, tung oil, ond raw silk. For other
cxports to the United States the comporison wos nodc more roughly, using eggre-
gote vwelues and o voriable time-log of three to four months. Estimotes for
exports to other countries as shown in the toablc on the f2llowing page arc
little better thon guesses, but thesc guesses iy give o sonewhat closcr
approxination to the aetunl facts than do the published stotistics.

1/ A study of leoding cxport itens for which quontity dote arc aveilaoble, os
rccorded for the first ten nonths of 1936 and 1946, shows widely varying
price increcoses hoving o medion and weighted ncon of about 2200:L (with
an interquartile ronge of 1700 to 3300:1). The avercse cxchoange rate for
ten nonths of 1946, weighted by the valuc of the trade rceorded for cach
nonth, was chout CN$2,600 to US$Ll, as conpered with CN$3.35 to US$HL in
1936, The cxchonge depreciction was thus 760-fold, and the rccorded price
increase in tems of United Stotes dollors wes therefore 2200 + 780 = 2.8,
On the assunption thot o corrcction £or undervaluction (as distinct from
underreporting) would call for adjustacnts of about 15 per cent for 1946
and 5 per cent for 1936, the ratis of price incrcasc ls cdjusted from 2.8
to 3.1.

The resulting estincte of US$7S5 million for the value of 1946 cxports at
1936 prices is 31 per cent of the value of oxports in 1936. Study of
leading export itcns shows quontity decrcases that voricd widely fron
itenn to iten; when 1946 exports are revelued ot 1936 Chincsc prices (itenm
by iten for leading cxports for which quantity date arc cvailable, and
overall at 1/2200 for the rest) the aggregote Mquantun® for the first ten
nonths appears to hove been only about 22 per cent of the reported cxports
in ‘the first ten nonths of 1936. The differcence between this result and
the estincte of 31 per cent for the yeor cos a whole is explained chicefly
by the morc scricus underrcporting of exports in 1946 than in 1936.

g/ Attention is given to the recorded cxports tc Hongkong of tung oil, nuch
of which was tronsshipped to the United States.
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Exports fron China in Jenuary-Novenber
~ (In nillions of U.S. dollcrs)

As Derived fren E?e
Monthly Returns®

CONFIDENTIAL

1946

As Estinated

6 lonths 3 Month% 2 Months 6 Months 3 Months 2 lMonths
Jon.-Junc July-Sept. Oct.-Nov. Jon.-Junc July-Sept. Oct.-Nov.
Bristles to U.S. 3.8 7.5 beb 10.5 10.7 5.3
Tung ~il to U.S.
and Hong Kong 1.1 5.5 4.9 L.6 7.3 7.0
Rew silk t5> U.S. 3.7 2.7 - 4.8 1.6 Y -
Other to U.S. 6.1 12.6 3.9 34.0 16.0 8.0
Othor_}o Hong o : (
KongS 12.4 .9 9.9 )
Other countries 5.8 21.5 10.9 1 36.0 39.0 29.0
32.9 58.8 34.0 90,0 75.0 50.0
Monthly averages  (5.5) (19.6) (17.0) (15.0) (25.0) (25.0)
Totel for 11 months 125.7 215.0

a/ Valtes in Chinese currency converted to United States

dollars at 2000:1 for

Jan.-June and at the actual official cxchange rates for subsequent months.
9/ Sorie of the silk exports recorded for July were actually exported in June.
g/ The estimates, unlike the published figures, are intended to exclude goods

reexported from Hong Kong to the United Stotes.

Notes on Industry and Agriculture in Russia in 1946

Alexander Gerschenkron

The report of the Russian Planning Authority (Gosplan) on the

economic results for 1946 is a masterpiece of evasiveness.

It is exasper-

atingly incomplete and inexplicit,

and conceals more than it discloses,

Most

of the figures given are expressed in percen
of activity of the preceding ycar or of the

tages either of the unrevealed level

unannounced plan targets for 1946.

On the other hand, the Five-Year Plan which was published a year ago confined

itself generally to comparisons of 1940 data
The conclusions that may be gleaned from the
uncertain. .

with the goals scheduled for 1950.
report are therefore both few and

The degree to which the 1946 industrial production is said to have
been urderfulfilled or overfulfilled may be scen from the following table:
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Fulfillnent of the 1946 Plan

Percentage Lag or Gxcess Reported by the
Ministrics for Individual Incustries

Log Excess
10- 5-10 0-5 1 055 5-10

Ferrous uetals 5
Non-ferrous nctals 1.0
Coal (West)

Coal (Zast) 3.0
0il (South ond West)

0il (Eost)

Elcctrical nower .3
Chemical incustry

Elcetrical incustry

Means of commmunication

Heavy wmachinery

Autonobiles 8.0
lachine tools 2.0
Apricultural nachinery 23.0

Transportation machinery 19.0

Machinery ond apparatus 2.0
Building noterials 5.0
Tinber 2.0
Cellulosc and paper 10.0
Rubber 4,0
Textiles 3.0
Light incustry A
Milk and neat . 10.0
Food industry 2.0
Beveragzes and tobacco 2.0
Fisherics (West) .6
Fisherics (East) 15.0
Local fuel 2.0

Vil o\
. L] .
OO0OO0O0o (e N o] o

W G\
.

The teble shows o substantial degree of fulfillment.l/ The greatest log is

shown for the output of agricultural mechinery. It nay be noted that in
Septenber 1946 output of agricultural nachinery was reported to be 66 per cent
of scheculed production. The fact thet a percentage of 77 per cent was c.chieved
for the whole yeor implies that output in the lest quarter of 1946 must heve
been close to the plonned level. This would be consistent with the genercl

1/ Students of Russian cconomy tend to cgrec that it is the Russian practice
to withhold ccrtain statistical infomotion rather than to falsify it. It

should be noted, however, that the underfulfillnment of twn ner cent shown
in the preceding toble for timber docs not agree with thc stotenent in Pravda
(January 29, 1947, p. 1) according to which the tinber-cutting plen of the
Ministry of Forestrics remained 7 nillion cubic meters short of the target.
For the stetenents-to agree it would be necessary to cssunc thot the Ministry
had for 1946 a target of 350 million cublc meters which would be perhaps &s
ruch as three times as high as its Dre-wer output and an cbvious impossi-
bility. The maximum possible figurc cannot excced 100-120 million cubic
meters. It is impossible to say whether the crror lics with the statement
cf the Gosplan or with Pravda.
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tendency in Russia to make a particularly strong effort in the closing months
of the year. For most of the other industries the deviations from the Plan
are rather small. The pattern, morecver, does not show pronounced differences
betweer. the output of producers' and consumers' goods. This is of some sig-
nificarce in view of reports current during the last months of 1946 that the
Governrent was making strenuous efforts to increase production of consumers'
goods cver and above the Plan. The overfulfillment of three per cent in the
case of the textile industry may be the rather unspectacular result of these
endeavors. The ten per cent excess achieved by the meat and milk industry was
probably brought about by accelerated slaughter of livestock due to shortages
of feedstuffs (seec below).

The table at the end of this note shows percentage increases in the
output of a number of important commodities from 1945 to 1946, as well as the
scheduled percentage rise from 1946 to 1947. In the absencc of absolute data
for 1945 output, index figures based on that year are of limited value. With
few exceptions they do not permit judgment on the progress of the Plan toward
the 1950 goal. The inordinately high percentage incrcases in the output of
such goods as locomotives anc¢ freight cars, weaving looms, and most agricultural
machinery indicate that output in the base year must have been extremely small.

Fairly rcliablc estimates of the 1045 output are available, howevecr,
for four basic industrial materials. On the basis of thesc estimates and the
data given in the attached table, estimates of the physical output in 1946 and
the projected output in 1947 can be computed. These date are given in the
following table together with figurcs for pro-war output (1940) and for the
scheduled level of output in the last year of the current Five-Year Plen.

Qutput
(In millions of metric tons)
1940 1945 1946 1947 1950
Pig iron 15.0 8.9 10.0 12.1 19.5
Steel 18.3 14.0 15.3 18.2 25.4
0il 31.3 19.4 21..7 25.6 35.4
Coal 165.0  160.0  176.0  204.0  250.0

A few conclusions may be drawn from the preceding table. Output of
cozl has been well maintaeined, and was only 3 per cent lower in 1945 than in
1940. This result was attained primarily by increasing coal output in the
East ty about 40 per cent to offset the low level of production in thc de-
stroyed Donbas mines which in 1946 were still producing some 50 per cent less
than in 1940. The other threc commodities listed show severc declines, which
between 1940 and 1945 amounted to 40 per cent for pig iron, 22 per cent for
steel, and 38 per cent for oil. This fall in output may be contrasted with &
_rcported decline over the same period in the gross valuec of total industrial
output by as little as 8 per cent. Insofar as these dete may bhe relied upon,
it is apparent thet production of thesc materials must constitute an importent
bottleneck in the plan for industrial development, The Five-Year Plan seeks to
correct this distortion by scheduling, between 1945 and 1950, an increasc in
the output of pig iron, stcel, and oil by 119, €1, and 82 per cent, respectively,
as ageinst a scheduled increase of 60 per cent for total industrial output.
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The corrcctlon, however, would appear to be only a partial one; total in-
dustrial output is planned to incrcasec between 1940 and 1950 by 48 per cent,
while the corresponding percentages for pig iron, steel, and oil are 30, 39,
and 13 oer cent, respectively. Coal alonc shows a. rate of planned increasc
over tha period about equal to that of total industrial output. If oil and
coal--the two major sources of energy--are cxpressed in thermal units, the
increasc in output from 1940 to 1950 may be cstimated at about 30 per cent.
Thus it may be suggested that the basic industrial materials, the output of which
clready has proved a major factor retarding industrizl development, will con-
tinue to limit industrial growth to 2 still larger cxtent. Even taking into
consideration a number of factors which might permit the value of total pro-
duction to increasc faster than the expansion in output of basic materials, it
would be permissiblc to expect total output in 1950 not to reach the target.
On thc other hand, it is possible that, as mentioned below, the Plan goals for
0il and coal for 1950 have been undercstimated.

Incrcases in the output of basic materials achieved in 1946 and those
planned for 1947 may be compared with the average annual growth of output from
1945 to 1950 as envisaged in the Five-Year Plan, Such a comparison is made in
the following table:

Percentage Growth of Output

Planned

annual average Reported Planned

increase increase increasc

1945-1950 1945-1946 1946-1947

(In per cent)
Pig iron 17.0 12 21
Steel 12.6 9 19
0il 12.8 12 18
Ccal 9.3 10 16
Total industrial

output 10.0 ? ?

As the preceding figures show, the cxpansion of output of pig iron
and steel in 1946 remained considerably below the average increase scheduled
in the Five-Year Plan. The 1947 targcets for thesce two products, however, are
set in such a way as to compensate for the lag of the preceding year. If the
planned increasc should materialize, a little higher rate of growth than that
contemplated for the five-ycar period would be achieved for 1946 and 1947 com-
bined. On the other hand, both o0il and coal output showed a rate of increasc
close to thc planned annual average rote of growth. Nevertheless, the Russian
press is full of lamentations about the inadequcate performance shown in both
fields and the targets for 1947 have been sct considerably in excess of the
average rate. This may mean that after 1947 the rate of increasc is expected
to fall. considerably. It scoms more likely, however, that the Russians may be
aiming at overfulfillment of the Plan for oil and coal. This may be particularly
true for oil wherc the level of output planncd for 1950 was astonishingly low
as compared with 1940, in view of the much stecper increases projected for other
basic commoditics. On the wholc, production of basic industrial materials
showed z feir degree of rccovery. It would not be surprising, however, if the
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development of totel industrial output woas a grect deal less fovorable, The
report of the Gosplan states simply that civilian output increcased 20 per cent
in 194€ as compored with 1945. The distinction between production for civilian
and military purposcs is an innovation in Russicn rcporting and since no deta
are aveilable on a similar basis for 1945, the statemeont is not very reveciing.
For purposes of illustration, howecver, it may be noted that if industrial out-
put for the militery in 1945 is assumcd to have been only 30 per ccent of totel
output, and if it is further assumed thot this wes halved in 1946, then an
increzse of civilian goods by 20 per cent would not involve any growth of
total industrial output. The reluctance on the part of the Russicns to dis-
close the increasc of industrial production in 1946 suggests that such an
increasc, if it occurred at all, was very small indeed.

A few remarks moy be made with regard to the agricultural situation.
The report of the Gosplan discusses at a considercble length the effects of
thc drcught which in the spring and summer of 1946 affccted the huge arca be-
. tween the rivers Prut ond Volge in Southern Russia. The Gosplan compares this
drought; to thet of 1921 which resulted in widesprcad faminc. It states thet
the output of groin in 1946 was considcrably rcduced as against 1945.

It would sccm that the rcport gives a somewhat distorted picturc of
the situstion. It is nccessary to distinguish botween breadgreins and feed-
grains., Breadgrains in Russia are for the most part sown in the winter. Since
sufficient moisture wes aveilablc in the fell and winter, the harvest of bread-
grains was actually morc favorable thon in 1945 and, in fact, quite considerably
so. Under these circumstances, the cut in bread rations in November 1946 cen-
not be the result of inercascd shortages, but may have been motivated by the
desire to cstoblish groin rescrves. On the other hand, feedgroins, which arc
largely spring-sown, undoubtedly did suffer severely in the affected arcas.

The likelihood is that as a result considerablc slaughter of livestock has
been necessary in the current winter, and that the supply of mecat and dairy
products in 1947-48 will be adverscly affected. Thus, the drought is likcly
to have adversc long-range effects rather than lecd to an immediate reduction
in consumption lcvels. At the same timc, it should be noted that the total
volume of grain production was probably seme 35 per cent below pre-war, while
grain ocutput for 1950 is scheduled to bc 7 per cent higher than before the war.
The arca sown did indeed increase somcwhat in 1946, but in the futurc the bulk.
of any risc in output must come from increcascd yields. This is an enormous
assignment. Yiclds incrcased only some 10 per cent between the end of the
1twentices and the ond of the 'thirtics. It is permissible to doubt that the
present goals will be actually reached and perhaps not unrcclistic to suggest
that the timc when Russia will become a grain-importing country is drawing
closc.



Indexes of Industrial Output in Russia CONFIDENTIAL
' Reported for 1946 Planned
100-115 115-130 130-150 150-200 200- for 1947
(1945=100) (194,6=100)
1. Basic Industrial Matcrials
Pig iron 112 121
Steel 109 119
Rolled steel 113 121
Copper 106 117
Zinc 108 -
Lead 119 132
Coal 110 116
0il 112 118
Elcctrical cenergy 110 116
2. Transportation
Locomotives (liain line) 3,000 188
Freigat cars (lain line)-. 2,900 108
Trucks 138 155
Passenger autonobiles 126 316
Busse:s 11¢ 174
3. Machinery and Eguipment - \
Metallurgical couipnent 140 166
Steam turbines , 130 : 242
Electirromotors (over 100 Kw) 138 136
Metal cutting mochines 134 123
Spinning machines 243 -
Weaving looms 3,200 467
4. Agricultural Machinecry
Tractors 172 187
Combines 449 420
Tractor plows 175 170
Tractor sowing machines 429 345
Tractor cultivators 1,700 123
Threshing machincs 378 199
5. Chemiczls
Causti.c soda 109 136
Fertilizers 152 -
Synthetic dyestuffs 129 ‘ -
6. Building Matericls
Lumber 106 147
Sawn wood 110 -
Paper 161 -
Cement; 185 171
Slate 198 130
Window glass 165 142
7. Clothirg and Footweor
Cottor. textiles 117 142
Woolen textiles - 130 130
Leather frotwear 128 142
Rubber footwear 197 162
Hosiery 148 173
8. Foodstuffs
Meat 118 117
Animal fats 169 112
Vegeteble oil 119 117
Fish 110 133
Sugar 100 194
Bread 124 -
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United States Imports in 1946 Gretchen H. Fowler

Imports for consumption during 1946 were valued at 4,818 million
dollars, or almost 20 per cent above the 1945 value of 4,075 million dollars.
The lairgest rise occurred in imports of crude materials, in which class major
increases in receipts of crude rubber and raw silk reveal the renascence of
trade with the Far East. The second most substantial increase occurred in
imports of crude foodstuffs, which rose by 121 million dollars as a result of -
a comparable increase in coffee imports during 1946. The higher value of
coffee imports, however, is attributable primerily to an increase in the
weighted average value of imported coffec from 12.7 cents a pound in 1945 to
17.2 cents a pound in 1946.

Although the welue of imports for consumption in 1946 was ncarly 20
per cent above the 1945 value, the quentity increasc appears to have been only.
8 per cent. According to Department of Commerce indexes, the unit value of
imports rose by 9 per cent during the first tcn months of 1946 (latest data
available) and further increases doubtless occurred in November and December.

Imports for Consumption, 1946 Net ¢hange in
Value of Import Quantity of value of imports
Classification imports  unit value® imports from 1945 ‘
(Index: 1945 = 100) (Millions of dollars)
Crude materials 148 100 148 +562
Crude foodstuffs 117 123 96 +121
Manufzctured food-
stuffs 109 113 96 +41
Finished manu- '
factures 102 113 91 +18
Semimanufactures 100 109 92 no change
Total. 118 109 108, +742

#*Based on date for first ten months.

Thus, the actual quantity of imports declined in all classces other then crude
materizls, for which no change of unit value is recorded. Since this classifi-
cation included more than one-third of all imports, the total quantity index
shows ¢ small increase. | :

Shifts in the commodity composition of imports during 1946 generally
contimed the trend started in 1945 toward rcestablishment of the pre-wer
relaticnships among thc various classifications. The relative importance of
crude materials imports reflccts manufacturcrs' cfforts to replenish inven-
tories and to cerry forward accelerated production to satisfy consumer demands,
The high percentege participation of crude foodstuffs in comparison with 1939
is duc largely to increascd prices. The following table gives the value of
imports for consumption by economic classes for 1946, 1945, and 1939, and the
percentage participation of each class in total imports,
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Volue of Imports

for Consumption Percentage of Totel
Classification 1946 1945 1939 1946 1945 1939
(In millions of dollors)
Crude matcerials 1,726 1,164 745 35.8 28.6 32.7
Crude foodstuffs 814 693 291 16.9 17.0 12.8
Manmufoctured food-
stuffs 503 462 313 10.4 11.3 13.8
Semimamufacturcs 929 929 487 19.3 22.8 21.4
Finisted menu- .
factures 846 828 42,0 17.6 20.3 19.3
Total 4,€18 4,075 2,276 100.0 100.0 100.,0

In tocms of thc geogrephic sources of United Stotes imports, by fer
the mcst importont goins were mede by Asia (500 million dollars) and Burcpe ‘
(399 rillion dollars). In 1946 the United 3tates morc than doubled the 1945

“value of imports from thcse two continents. Imports from South Americe in-
crcascd by 132 nillion dollars, but therc wes o large declinc in reccipts

from North Amcrica, couscd zlmost cntirely by o decrecse of 245 million cdellors
in imports from Cancdo. ZExports to this country from Lustralic and Africo in-
creascd moderctely.

North fLmerica and South Amcrico retoinced their rospecetive positions,
attoired during the war, as principal supplicrs of thc United Statcs merkct.
Whilc imports from Zurcpe and Asic increescd to the 1939 value, the rclotive
importance of thesc contincnts in United Stotes import trade is for less thon
in thco pre-wor neriod.

- Value of Genercl Imports Percentage of Totol
Continent 1946 1945 1939 1946 1945 1939
(In millions »f dollars)

North America 1,647 1,904 581 33.4 46.0 25.0
South America 1,095 962 317 22.2 23.3 13.7
Europe 796 397 617 16.1 9.6 26.6
Asia 908 407 700 18.4 7.8 30.2
Australic 183 160 27 3.7 4.1 1.2
Afriece 306 206 77 6.2 7.2 3.3

Total 4,935 4,136 2,318 100.0  100.0  100,0



-2 - CONFIDEN TIAL

Table I

Jnited States Imports for Consumption by Commodity Classification
(In millions of dollars)

Calendar Increase (+) or
year decrease (-)
1946 from 1945
Imports for consumption 4,818 +743
Crude llaterials 1,726 +562
Crudz rubber 234 128
Raw silk . 128 127
Undrassed furs : 232 92
1011 other! crude materialsl/ : - 252 70
Wool, ummanufactured ‘ 290 49
Hides and skins ) 78 29
Cotton, ummanufactured 50 21
Crudz petroleum 102 2L
Oilsczeds 53 18
Tobacco, ummanufactured 86 11
Nonfizrrous ores and concentrates 62 -22
Crude Foodstuffs = 814 +121
Coffze ‘ 470 124
Bananas 43 14
Cocoa or cacao beans 57 11
A1l other" crude foodstuffsl/ 145 -30
Manufacztured Foodstuffs 503 +41
A1l other" manufactured foodstuffsy 138 27
Whiskey and other spirits 65 12
Wines 20 12
Fish and shellfish (canned, etc.) 51 10
Meat products ; . 16 -13
Finished Manufactures 846 +18
Newsprint ) 241 90
Flax, hemp and ramiec manufactures 30 22
Leather manufactures 33 : 15
Works of art 19 13
Wool manufactures . 32 13
Burlaps 77 12
Machinery and vchicles Lb =71
1011 other! finished manufacturesl/ . 281 -89
Semimanufactures ‘ 929 no chang
Diamonds, cut but not set 118 54
Sawed boards & lumber(exc.railroad ties) 78 22
Wood pulp 135 20
Expressed oils, inedible 39 19
Leather 37 14
"A11l othert semimanufactures}_/ 258 -19
Copper 78 1104
1/ "All other" rcfers to thc unspecified residual in the souree material [sup-
plicd by the Department of Commerce; in the abbreviated tables prescnted

here, it docs not refer to the entire residual for the class.
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Table II
United States General Imports by Geographic Areas
(In millions of dollars)

Calendar Increasc (+) or
year decrease (-)
1946 from 1945
Imports 4,935 +799
Asia 908 +500
Fritish iMaloye 127 121
Japan 110 110
China 93 87
India and Depcndencies 238 64
French Indo-China 42 42
Fhilippine Islands A0 39
Netherlands Indics 34 32
Iran 31 14
Ceylon 32 -35
Burope 796 +399
United Xingdom 156 63
Italy 2 6l
Belgium and Tuxembourg. i 62
France - 63 50
U.S.8.1. 101 47
(ireece 24 23
(zechoslovekia 19 19
Metherlands 23 18
Switzerland 99 15
inland 12 12
Norwey 13 12
South Americe 1,095 +132
Brazil : 408 97
{)olombia 157 54
Venezuela 120 33
Lrgenting 194 24,
Uruguay 48 -18
Chile 84 -53
Australia and Oceania 183 +14
Australic 146 20
Africa 306 +10
Union of South Africa 151 47.
igypt 24 13
Northern Rhodesia 3 -15
3elgian Congo . 19 -30
North Americe 1,647 -257
iJuba 323 -15
Juracao (M.W.I.) 46 -19
Janadz, ge2 ~245






