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SHORT-RUN TSCAPT CLAUSES OF THE HAVANA CHARTER J. Herbert Furth

The Havana Charter lays down the general rules that no mamber of the
Interna-ionsl Trade Orgsnization shall prohibit or regstrict foreign trads with
other members sxcept by mesns of tariff dutizs or similar charges, and thaet no
prohibition or rastriction shall be applied in rolation to any member unless
it is similarly applied in relation to all other countrics.

These rules are subject to so many axceptions thsat it may seem at
first glance as if nothing remained of their substancz. Most axeaptions, how-
ever, i?n be interpreted as smbodying a anall number of well-defined theoretical
ideas.= ’ ‘

1/ For a discussion of these ideas, znd especially of the functions that
quantitative restrictions or other import restrictions can serve, Sa¢ this
Roview for November 16 (#100), 1948, puges 1-6.
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Quantitative Restrictions

According to our theoretical scheme, guentitative restrictions may
be regarced as consistent with the stunderds of the market-price mechanism of
a free economy if their use is restricted to specified temporary emergencies
and avoids as far as possible windfall profits and discrimination. The Charter
provisions that deal with the use of quantitative restrictions for the purpose
of conserving monstary reserves conform generally to that scheme. They aim at
limiting such use to temporary emergencies and at avoiding discriminatory ap-
plication. Thay do not try, howevar, to =2liminate windfall profits, e. g.,
by requiring the allotment of quotas or licenses to the highest bidder.

Article 21 permits a member to use quentitative import restrictions
"in order to safeguard its external financial position and halance of peyments”,
to the extont necessary to forestall the imminent threat of a serious aeclina
or, in the case of a mamber with very low reserves, to achieve a reasonable rate
of incraase in its monetary reserves. The members are under obligation to
relax and ultimately eliminate restrictions as their external financial position
improves end to avoid unnecessery damage to the interssts of other members.
During the period of post-wer trangition, the Orgenization has, however, "to
teke full account of the difficulties of post-war adjustment and of the noed
which a member may have to use import restrictions as a step towsrd the rustor-
ation of equilibrium in its belance of payments on & sound cnd lasting basis".
Moreover, no member shall be required to withdraw or modify restrictions on
the ground that a change in its domestic policies relating to reconstruction,
development, or full employment would render the restrictions unnecesssry.
Finally, any member may apply th> restrictions in such a way as to give priority
to the imports of those products which arc morz essential in the light of its
domestic policics.

The last provision conforms to our theoretical schome. The obligation
imposed upon tha Organization, however, to consider transition difficulticzs and
domestic economic policies as valid recsons for ths continuation of import re-
strictions, mey rob the rest of the Article of most of its offactiveness. Most
countriss are suffering from transition difficulties end will continue for an
indefinite period to do so unless they adopt corrective domastic econnomic pol-
icies. Equally, most countrics will encounter bulance of paymants difficulties
as long as they find 1t necessary to meintain a level of consumption higher
then their use of available fuctors »f production would permit. All provisions
nimed at confining cuentitative controls to temporary emergancies may become
ineffective if the membars ars psrmitted to prolong the cmergency forever
through the adoption of diseguilibrating domegtic policies.

The provision concerning domestic policizs is theorstically objzction-
able, tut in practice the Organization probably would be unable in any case to
force mambers to change thoss policies. The provision, therefore, may be de~
fended as recognizing the political facts of 1ife. Moreover, the nembars are
under obligaticn to carry out their domestic policies with due regerd to the
need for rsstoring equilibrium in their balance of payments on a sound and last-
ing bagis. Thus, whils the Organization cannot interfere with a member!s do-
mestic policies as such, it can question the mamner in which these policies are
carriad out.
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Any member that is considering the introduction of restrictive mea-
sures undsr Article 21 has to consult with the Organization, either bafore or
immediately aftzr instituting them., The previous concurrence of the Organiza-
tion is not required, an< any member is thus initially the sole judge of the
existence of conditions justifying the application of such measures. The Or-
ganization, however, may at any time ask a member to snter into consultations
about thc application of these restrictions, and within two years after ths
Charter's coming into force will roview all restrictions still appliad at that
date. Furthermorz, any member that feels aggrieved by another membar'e ro-
strictions may bring the matter to thz Organization for discussion., If the
Organization detarmines that the restrictions are applied contrary to ths Charter
provisions, it will recommsnd their withdrawzl or modification.

In thess consultations and discussions the Organization probably will
play its most important role. It will not mer:ly considar the acts of the
memboers in the light of the legal meaning of the Charter provisions, but review
the undsrlying economic situaticn and suggest altsrnative measures that would
better conform to the spirit of the Havana agreemesnt. If the Charter contained
no provisions except those that maks these consultations and discussions man-
datory, it could be expzcted to contribute substantinlly to tho rostoration of
sonity in internstional aconcmic relotions.

Ths Charver provisions dealing with ths use of auantitotive restric-
tiong for the protection of specific industries ars meinly concernzd with prob-
lens of reconstruction and development. Four cases, however, may be interpreted
ns covering short-run difficulties. According to Article 13 C, paragraph 7 (),
the Orgsrization must permit the application of restrictions aimed at protecting
industrics 2stablished betwsen 1939 and 1948 and hitherto protactad by the abnor-
nal conditions srising out of the wer. According to Articls 14, cny mamber may
continue to apply restrictions in force at the time the Charter sntczrs into force,
subject Lo review by the Organization. Accarding.ta A?ticlm 40, any mc@bfrvéay
introduce measurcs contrary 1o tha Charter prov151onswlf an.unforeseenﬂlnug§ase
in imporss of a product threatens serious injury to uomcsth ﬁr??gi?rﬁ:n f}:
neliy, according to Article 45, parsgraph 1 (b), tny mcmper m?y ?gp.J MYZ?EFVS
deviating from the Charter provisions if they are ecssontial to the acqulsl 1onf
or distribution of products in general or locel short supply; to ths cmnt?al o}
prices by o member experiencing shortages suhsequent t? ?he wars; o? to 3?e4or—)f
derly ligquidntion of war surplus goods. Measures epplied under tho p{?:lsgont;
Articls 45, poragrzph 1 (b), are to b= romovad at "o date to be specified by the
Orgenization'.

The provisions referring to the protection of recently established in-
dustries, to the maintenance of axisting protective neasures, snd to post-war
price and surplus commodity controls may be defsndzd on account of the inflexi-
bilities that 2xist in the post-war period of transition. Article 40 deals with
cases of genuine temporary smergincies. The provision of Article 45, paragraph
1 (b), concerning products "in genersl or local short supply", howsver, is not
confinsd to the post-war pariod of transition »r to temporary -mergencias, and
may be sbused in spite of the right »f the Organization to set a time limit for
its application. Local shortages ney bo due to faulty price pnlicies as well as
to genuine inflexibilities of supply, and & country r=lying on governmental price
fixing rather than on the market-price mechenism may thus be anebled to correct
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its mistakes by masns of import restrictions «t the cxpense of other nitions
rather than by o change in its ‘domestic price pOllClb&.

The Charter alse permits the use of guontitative restrictions in some
cages of primarily domestic or non-cconomlc importance. A ghort-run zzcopticn
of thot kind concerms rﬂstriction" nacessary to the enforcemant of government
policies aimed at removing a temporary surplus of domestic agricultural products
by distributing it to C“PtﬂLn groups froc of charge or at prices below ths
market level {articls 20, portgrﬂvh 2 (¢) iiy. dccording o Articls 99, cny
mamber may tak: measures necessary for the protection of ite seeurity in le:
of war or international emergency. Finally, undsr Articla 77 the Confercnce,
by @ vote of two-thirds of the voting mombers, ey welve any obligstion meo"“d
by the Chorter under exceptional circumstances, or d-fine cartein categoriss of
axceptional circuastances in which oth:r voting requircmonts ney apply fHor such
a waiver. While thsee excsptions may be abused, most of them sean indiepsnseble.

Discriminetory Practices

J.

sccording to rur thooretical schome, cuis crimination mey be rogerded
as consistent with the standerds of o fruo @couomy if it countersete :ithor the
nFrisch-ffectty/ or the distorting conscquenczs of inc,n¢~rt1n1*1tf due to
exchang- rostrictions. The Charter provisions permitting discrimine story prac
tices ar» mainly concarned with the problen of incc mvartibility, but soms cl us2s
mey be interproted es dealing with the "Frischi~zlf2ct?,

During the post-war transition per. iod, articlco 23, parcgroph 1, pernits
discrimination in two difforent weys. Tho first, opon only to = fow criginal
signatories of ths Ganeve Geoneral Agrzenent on Toriffs znd Trode of Octobor 30,
1947, is embodied in Annex K. Under this provision, a member may relax :xisting
reg trLCtLJnS in a discriminatory way provided theot such a method increas:
flow of imports, dozs not invslve the payment of sxcessive pricos or o I
in the member!s racaipts of gold and convertiblo currencizs, snd doss not cuuse
unnecessary damege to other members. Thase thre: provisions are ch r.cteristics
of the sliminatisn of the'Frisch-effoct".

Most mombers of the Orgenization, howavar, are barred from that so-
c=lled Goneva option, and can only apoly the prwv1%f»nq of Article 23, paragraph
1 (b) and (c). They may continue to espply eny diserininstion to safagunrd their
balance of poyments which they actuslly zppliad on March 1, 1943; mors uv—r, they

moy apply discriminatory measures that "have equivalant effect to ragtrictions

on poymente" which are permitted undar Articls XIV of the International Monetary
Fund agraaimt. This Articls permits ony u’mbor t~ meintain restrictions on
poyacnts notwithstonding the g%nar&l rmle of Articls VIII of tho Fund agrosment,
providad it has notified the Fund, ~nd subjact to certsin roporting snd reviewing

1/ For ¢efinition of the “Frlﬁcb—ﬁff“ct", in which non-discriminatory trode
policizs can under certein circumstances ccug: a mutusl contraction in tr;dc
botwesn two countries, cee this Reviow for November 1%, 1948 (#100), pages

5-6.
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powers of the Fund; in addition, nambers whosz tarritories wers occupizd by the
encmy during the wer are permitted to introduce nsw rastrictions. This so-
called Hovann option, adopted at the insistence of some Furopean nations, goes
fer beyond the provisions of the Geneva option ~nd virtually suspends for the
time being the anti-discriminatory provisions of the Charter for most member

natiocns.

The freedom to use Article 23, paragraph 1, 1s limited by ths provi-
sion that such discriminatory practices are to promote the maximim davoelenment
of multileteral trade, and to "expadite tns attoinment of a bolsnce-of-payments
position which will no longer require resort" to the "escaps cleuses". From
Merch 1950 on, the Organization will report on these discriminatory practices;
end from March 1952 on, cny member wishing to continue such precticas will have
to consult with the Organization. Thse: provicions give tha Organizotion the
same powsr which the Fund has under Articl» XIV of the Fund agresment, Moreover,
the right to tske action under Articls 23, paragreph 1, axpirss for any mombor
as soon 28 it crases to avail itself of the provisions of Article {1V of th> Fund
agrsament. Any member is thus prevented from using discriminatory trads proctices
after it loses the right to uss discriaminatory curr<ncy practicre. It is doubt-
ful, howsver, whsther this clause will actually shorten the paricd during which
membars will apply discrimination in trads, or on the contrary l-ngthon the
period during vhich members will cling to Article ¥IV of tho Fund agraoment and
reserve the right to discriminstz in both trade and oxchsnga controls.

Aside from thess post-war transition clruses, th= Chartor s~amg to grant
a min~r recognition tc the'Frisch--ffzct’in Articla 23, paragraph 2, which p»r-
mits the diseriminatsry application of quantitetive import rastrictions in the
case of temporary deviatieons effncting only a gmall part of a member's foraign
trads where the benafits to the menbars concarnad outwaigh substantially any
injury to other mambsrs. From the point of viaw of theoory, this sxcepti-n s=22ms
to 1limit rath:r severcly the possibilities of counteracting thz '"Frisch-~ffa2et!.
In visw of the practicel difficultizs in zss2ssing thet aff=ct, howaver, tho
limitations appa2ar Justified.

The usc of discriminctory practices to countoract distorting =ffects
of incorvertibility is permitted in Article 23, paragrophs 4 and 5 (g). Mom-
hers may 2pply quantitative restrictions in such a way as to increage th-ir eamn-
ings «f convertible currencies, and thoy may zppiy restrictioms "having =aquiva-
1ont ~ffect to oxchenge rostrictions® authorized under tha "scarcs-currency"
ciouss (Article VII, Section 3 b) of the Fund agre-ment. This clouse prroits
membhers o discriminat: against imports from countriss whose currmciag have
boen deoclared seares. Both sxesptions conform te our thasraticsl schoma.  They
indicsts thet ths mein forum whors the battls agoinst Aigerinination has to he
t, will be the Intsrnntional Monatary Fund rather than the International
» Organization,

Tha clns~> connection betwsen rastrictions on ~xchangs and on trads also
is reoeognized in Article 24, parsgraph 4, which probihits m-mbars from frustrat-
ing th: intent of the Chart:r saction A»nling with quantitative restrictions by
exchang: sctions, and from frustrating th intont »f th= FPund agre-ment hy trads
scti~n. If the Orgsnizaticn consid-rs that sn exchenge restriction appli=d by
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a member contravenes the intent of the Charter section on trade restrictions, it
will report to the Fund (paragraph 5). If the Fund considers the exchangs re-
striction to be in accordance with the Fund agrsement, the member remains en-
titled to use it. Moreover, a member is sntitled to use trddy regtrictions
contrary to the Chartar provisions if their sole affect is to make effsctive oxX-
change rostrictions permitted under the Fund agreemsnt (paragreph 8). The pro-
vigion of paragraph 4 thersfores ssems to nced modification in ths sense that an
action permittad under the Fund agrsoment never can be congidarad a violation

of the Chartsr. On the othor hand, an action cpparsntly permitted under the
Charter may conceivebly be considerad forbidden as violating the intant of the
Fund sgrasment. Prcper coordination in the policiss of the Organization znd

the Fund, however, probably will prevent that slight divergency from bacoming
gignificant in practics.

The gensral exceptions of the Chsrter, =spscially thos= cencerning
unforzsasa increases in imports \Arflcl‘ 40), 00wmodlt1 s in short cueply, pr¢ce
controls, and thz liguidation of war surplus goods (trticle 45, parsgraph 1 b)),
internationsl emsrgencies or wer (Article 99), and spacial Conference vnie
(Article 77), also apply to the prohibition of discriminatory practicss. Ac-
cording to Articis 45, th» intint of which probably also governs the nthar casn»s,
discrimination is permittad only if it is neither arbitrary neor unjustifiable
but no standerd of justificatiom has been establishad.

Conclusion

tz the wide range of the accape claus=s, oucntitative and dis-
criminatory Drcct ces appsar to be complatoly sutlawed in a number of important
cages in which their use would contravene the principles of free intarnetional
trad=.

None of the 2scap: clauses allows members to usc quantitative or dis-
criminatory restrictions merely for purposes of exerting monopolistic povers.
If = member, nowever, is entitled to apply restrictions for otherma sons, 2.g.
for the pressrvation of monstary reserves, it may be very difficult to prevent
it from making its monopolistic powers felt in the actual application of those
measures.

Protection against the slleg=dly overvhelming powar af ancthar country
2len remeins unrecognized as an ~xcuse for quan titative or disgcriminstory con-
trols. If one country, hswever, raally wers ahia to outcompate another onz in
such a wniform menneor that the mechanism of comprrative advantage ¢ could not come
into pley, such one-sided trado cruld b» hrought to an end as soon as the drain
on th> nonstary rsservae of the thraaten~d country would jJ:mit th usa ~f the
escaps c.auses of Article 21.

Neither is a country entitl=d to us2 quantitativs or discriminatory
measures meraly in order to protsct its plennsd =connmy against fluctuations of
another country's fres 2conomy. Protection of & plenned zeonomy has no greater
dignity <han any othor protectism of the status-quo, ond may just as casily lzad
to sseificstion. ' Mers-wvar, if a frae 2conony suffering from a ds sprasgion ongages
in exczssively axpanding =xports of certzin products, th: planning country uay
take the maasurss noc=ssary to avoid dissstrous effects upen its sconouiy undar
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Article 40. To curtail imports from an unplennad economy in 2dvance, howaver,
merely for the purpose of being prepared for the periodic fluctuations of

the free economy, would seem to resemble the neurotic fear of a person who,

in perfect health, takes to bed in order to bs prepared for a sudden illness.

Finally, the Charter do2s not permit a country to uss quantitative
or discriminatory restrictions in retaliation for similar measures enacted by
other ccuntries. Reportedly, Switzerlend has refused to ratify the Charter be-
causz of that omission. It is true that the omission to somz extent waakens
the positicn of free-trade countrises., This result is inevitable, however, if
an infringement of the principles of the Charter by on2 country is not %o lead
to a chein reaction which would multiply the forbidden restrictions instead of
eliminsting them. The Charter therafore rightly confines aggrisved countries
to meastres of retsliztion within the framework of mitual concerggionsg, tariff
duties, and similar methods.

It is not the power of =2conomic senctions that will keep the members
of the Orgenization from abusing the escaps clsuses. Quite apart from all
Charter provisions, a country applving measuras of commereinl policy harmful to
other notions has to be prepared for ratnliaticn; it decidss to apply tham only
if it bolisves that the beneficial results will outwaigh th» dstrimentsl. Sim-
jlar caleculations moy well enabls & country t» violahe the Charter provisions
with relative impunity. Th: limits of the escepe clauses will be cbsarved only
if the public, including the economic theorists and practitionars, rzalizc¢ that
the principles of the Charter ere the best foundation of world prosparity and
werld paace.

CORRIGENDUM

In the Raview for Decomber 14, 1948, the following corrccticns should

=
ot S Aty

be made:

Page 8, sccond full paragraph, next to last line, "the main revanuss"
should read "the maintgnance'.

Page 8, last paragraph, first linz, the word "December" should be
delsted. :
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U. S. Exports Continue Decline in Third Quarter of 1948 Gretchen Fowler and
Samuel I, Katz

For the fifth consecutive quarter, U. S. exports continued downward in
the July-September quarter of 1948.1/ 1In fact, quarterly exports fell below the
$3,000 million merk for the first time since 19446, Third quarter of 1948 exports
of $2,937 million were about $775 million below shipments for the same period in
1947. On an annual basis, the 1948 July-September shipments were rumning at a
rate of $11,700 million compared to the third quarter 1947 rate of $11;,900 mil~-
lion, and the third guarter of 1946 rate of $9,L00 million, The upturn in the
trend in U, S. exports, expected under the impetus of the Marshall Plan, did not
take place in the third quarter of 191,8; in view of the maritime strike in Octo-
ber and November, the check in the fall of exports may be postponed until the
first quarter of 1949,

By contrast, third quarter imports continued at the record levels at-
tained in the first half of 1948. The quarterly total of $1,715 million exceeded
the 1947 quarterly average by nearly $300 million, On an annual basis, the 1948
July-September imports were running at a rate of $6,900 million compardd to the
third quarter 1947 rate of $5,300 million and the third gquarter 1946 rate of

/41,900 million, The value increase in 1947 over 1946 was due entirely to higher
/ prices, but the 1948 increase in value over both 1917 and 1946 is due to greater

volume as well as higher prices,

If the prewar relationship existed between American gross national pro-
duct and imports, 1948 imports would be running at a rate of between $10,000 and
$11,000 million annually. It appears, therefore, that the continued rise in U.S.
imports since the end of the war, as the availability of goods for importation
has increased, reflects perhaps a limited movement toward the prewar relationship
between American production and imports. While thers is no reason to expect en
early return to the prewar position, it does appear that imports have been at &
relatively lower level than one would reasonably expect, There is no reason,
therefore, to consider the 1948 level of imports as abnormelly high or to expect
8 reversal in the upward trend in the absence of new adverse world and domestic
developments,

With reduced exports and high imports, the U. S. merchandise export
surplus approached the lowest quarterly total recorded since the end of the war,
The July-September 1948 export surplus fell to only $1,222 million compared with
the 19,7 quarterly average surplus of $2,1,05 million, & decline of almost one-
half,

The sharp declines in the export surplus which have been taking place
in 1948 have been general for U. S. trade with all areas, as is shown in Table I.

l/ For & review of U, S. foreign trade in the first haelf of 1948, see this
Review for October 19, 1948, peges 11-19.
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The declire in our export surplus vis-a-vis the E,.R.P, countries, however, has
been somewhat less than the over-all 49 per cent decline for all countries, As “
a result, the E.R.P, countries, which accounted for a little less than half of '
our export surplus in 1947, accounted for three-fifths of it in the third quarterta
of 1948. On the other hand, our trade surplus with other Western Hemisphere e
countries, which had constituted about 30 per cent of our export surplus in 1947,
declined to the point where it constituted less than 20 per cent of the much
smaller global figure in the third quarter of 1948, The balance with non-ERP
Europe and Australia was negative - i.e,, had become an import surplus. The
#@gort surplus from non-ERP Europe reflects the fact that, while imports from
/ﬁhese countries have increased slightly, U. S. exports have been sharply cur-

}/tailed by export controls and dollar stringency. The negative Australasian bal-

/ ance reflects mainly the important dollar-saving measures of Australia and New
7ealand. The least decline, reported for Africa, is expected shortly to be
accelerated due to the stringent dollar import controls introduced by South
Africa on November 5.

TABLE I

U. S. Export Surpluses by liajor Areas
(in millions of dollars)

Change in U.S, export
surplus, 3rd quarter
1948 from 1947 quar-
Area Quarterly First Second Third terly average
Average quarter quarter quarter In millions Per cent
1946 1947 1948 1948 1948 of dollars change

17 ERP Countries

(incl. Turkey) 650 1,150 913 839 740 ~410 -36
Other Europe 168 %, 39 =15 -11 -85 -115
Europe (exclud- ’ '

ing Turksy) 825 1,217 945 803 705 =512 —42
North America 224 420 184 284 170 -250 -60
South America 1 279 126 133 64 -215 =77
Asia 113 324 195 213 214 ~110 -34
Australasia -17 41 ) - -18 —59 =144
Africa 46 124 8l 113 ' g7 -37 —29

Total 1,205 2,405 1,524 1,547 1,222 -1,183 =49

The continuing downward trend in U, S. exports for the past four quar-
ters for selected countries is shown in detail in the appended Table III. Aus-
tralasian shipments show the largest percentage decline over the period. Reduced
shipments to ERP-Furope account for mast of the otwrtailment in the movement
to Europe. The South American total has been downward due to sharply curtailed
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exports tc Argentina and more moderate cuts in the movement to Brazil., Reduc—
tions for the North American continent were general with Cuba, Mexico, and
Canada all participating. The drops in exports to Asia were relatiwvely slight.
Shipments to Africa have been sustained, mainly due to expanding exports over
the period to South Africa. :

'On the import side, U. S. imports have been rather well sustained from
all areas, Imports for the past four quarters from selected countries are shown
in detail in Table IV below. Particularly impressive is the steady rise in im—
ports from Canada, reflecting the success of the Canadian dollar-export drive.

In analyzing exports by commodity group, a notable change during the

third quarter of 1942 iS the dMMMW%‘
m exports as compared with the level establi | earlier 1n the
year. The finishe ammﬁent of total exports
“in the third quarter of 1948 as compared with 59 per cent recorded for Janvary-
June 1948, This decline may in part be seasonal since finished manufactures were

56 per cent of total exports in the third quarter of 1947 compared with 58 per
cent for the first half of that year.

The decrease in finished manufactures in the third quarter of 1948 is
even more striking in absolute terms than in percentages. As shown in Table II,
the declire was $497 million, or approximately 65 per cent of the total decrease
in exports in the third quarter of 1948 compared with the same period in 1947.
On the other hand, the third quarter 1948 exports of crude materials and crude
foodstuffs were relatively well maintained. _

TABLE II

U. S. Exports and Imports, by Commodity Group
(in millions of dollars)

Increase (+) or decrease (-) from

Class __3rd quarter 1948 3rd quarter 1947 3rd quarter 1946

U. S. Exports of Domestic llerchandise

Crude Materials 37 +22 -
Crude Foodstuffs 360 -9 +213
Manufactured Foodstuffs 308 ~127 ~55
Semimanufactures 314 ~163 +99
Finished Manufactures 1,552 —4,97 +356

To+al Exports 2,909 =775 _ +613
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(Table II continued)

Increase (+) or decrease (-) from
Class 3rd quarter 1948 3rd quarter 1947 3rd gquarter 1946

U. S. Imports for Consumption

Crude Materials 530 +141 +87
Crude Foodstuffs 271 +70 +85
Manufacturad Foodstuffs 199 +30 +64
Semimanufactures: 418 +108 +178
Finished Manufactures 322 +69 +117

Total Imports 1,740 +418 +531

Heavier cotton and tobacco shipments maintained the crude material
group in July-September 1948. The value of crude foodstuffs declired only
slightly; while the physical quantity dropped sharply, value was maintained be-
cause higher-priced wheat was exported in 1948 in place of a heavy movement of
lower-priced corn in 1947.

The sharp declines in the processed and manufactured classes of goods
were due to a number of factors. U. S. export controls may have had a limited
effect but much more important were restrictions against U. S. .imports, particu—.
l%glx_fg;;cdﬁéumeg goods, Recovery in competitive production in foreign' countries
also contributed to the drops, Thus, textiles registered sharp decreases. The
large drop in merchant vessels reflects the fact that the ships sales program was
most active in 1947. Industrial machinery exports in July-September 1948 were
also well below the third quarter of 1947 movement, suggesting that the ECA shi
Tents of - pehabilltatror Trhustried-equimment bave 10T you grown o the extent -
‘gxpected.

X = & ¥, A3

U. S. imports by commodity groups, as shown in Table II, record steady
increases from the third quarter of 1946 to the seme period of 1948 for all
classes, except crude materials which were unusually low in 1947. Heavier ship-
ments of copper, woodpulp, and tin account for the steady rise in semimanufac-
tures over this period. Expanded movements of newsprint, machinery, and vehicles
underlie the heavier finished manufactures imports. Among crude foodstuffs,
higher prices were important in the increases for 1947 and 1948, especially in
cocoa and coffee imports,

Prices of both exports and imports have shown a tendency to level off
during the second and third quarters of 1948, While export prices in 1948 have
been substantially above the levels prevailing in 1947, the rising curve has
begun to stabilize or perhaps turn downward. For example, the unit value index
reached a record high of 139 in February 1948 (1923-25 average = 100), remained
at 136 from larch to June, rose to 138 in July and dropped to 135 in August.
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The export quantity index, on the other hand, has been declining steadily since
mid-1947. Since June 1948, the monthly index has fallen below 200, compared
with the high of 249 reported in October 1947.

Import prices have also leveled off. Recently the index has displayed
a degree of stability, having fluctuated within a 3-point range between 129 and
132 in the six months, March through August. The import quantity index has been
stabilized in 1948 at levels about 13 per cent above the 1947 volume,

Statistics on U. S. exports and imports by major commodities for the
nine months, January through September 1948, with comparisons for the correspond-
ing period of 1947, are shown in Table V below.
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TABLE III

CONFIDENTIAL

U. S. Exports, Including Reexports, to Selected Countries

Total Exports
Net Exports

North America
Canada
Mexico
Cuba

South America
Veneguela
Brazil
Argentina

Europe
ERP Countries
(incl. Turkey)
Other Europe

Asia
India
Philippires
China

Australasia

Africa c
Union of S, A.

1947

(in millions of dollars)

quarterly lst quarter 2nd quarter 3rd quarter Jan.,-Sept. 194

average 1948 1948 1948 (9 months! total)

25828 3,318 25232 2,937 9,494
2,405 1,524 1,547 1,222 4,293
957 789 898 812 2,499
518 425 - 493 484 1,402
157 126 139 121 387
123 110 123 90 323
583 549 497 408 1,454
107 115 140 127 382
161 155 109 106 370
170 148 112 57 318
1,421 1,209 1,062 977 3,248
1,324 1,143 1,063 968 3,17
118 84 34 39 156
586 532 541 515 1,588
100 64, 87 72 222
110 128 118 99 345
gg 63 90 53 206

80 42 30 106
205 198 207 195 599
103 112 131 132 375




Total Imports

North America
Canada
Mexico
Cuba

South America
Venezuela
Brazil
Argentina

Europe
ERP Countries
(incl. Turkey)
Other Europe

Asia
India
British Malaya
Philippines
Australasia

Africa

TABLE IV

CONFIDENTIAL

U. 5. Imports from Selected Countries

1947

(in millions of dollars)

quarterly lst quarter 2nd quarter 3rd quarter Jan.-Sept. 1948

average 1948 1948 1948 (9 months! total)

1,433 1,794 1,602 1,75 5,201
536 605 614 643 1,862
27 328 355 410 1,002
62 72 59 54 184
127 94 104 105 303
309 423 364 344, 1,131
43 66 72 62 199
111 128 119 109 356
39 69 42 42 153
205 264, 259 272 795
174 230 224 228 681
45 45 49 50 143
262 337 328 302 967
63 67 £3 54 204,

71 76 59 62 197
40 65 60 52 17
39 48 _ 3k __48 130
82 117 9L, 107 317




-15 - CONFIDENTIAL
TABLE V

U, S. Exports and Imports of Selected Commodities, Jan: through September
in millions af dollars

Jan.-Sept. 1948 Increase or decrease (=)
from Jan.-Sept. 1947

Exports of U, S. Merchandise 9,404 -2,132

1. Crude Foodstuffs 928 ~95
Wheat 702 R42
© Corn 15 —252
2. Crude lMaterials 1,031 -183
Coal 370 -8/,
3. Semimanufactures 1,052 ~204
Iron and steel semimanufactures 238 -84

4. Manufactured Foodstuffs 1,023 -357
Dairy products 5 -52
Meat products 45 -89
Wheat flour 400 ~109

5. Finished Manufactures 5,369 -1,206
Agricultural machinery & implements 286 54

Rayon, nylon, & other synthetic

textile manufactures 149 ~64,
Rubber manufactures 95 -65
Motor trucks & busses (new) 268 ~70
Cottorn manufactures 348 =245
Merchant vessels 224 -293

Imports for Consumption 5,173 1,046

1. Semimarufactures 1,199 296
Sawed boards, planks, deals, etc. 116 49
Tin 69 45
Gas ard fuel oil 95 36
Copper 130 32
Expressed oils, inedible T 48 -33

2, Crude llaterials 1,59 202
Wool, ummanufactured 253 87
Crude petroleum 196 70
Urdressed furs 126 36
Hides and skins 91 33
Crude rubber . 2L ~37

3. Finished Mamifactures 936 216
Machinery and vehicles 110 61
* Newsprint 300 52
4. Crude Foodstuffs 904 - 187 -
Coffee, raw or green 495 y/A
© Cocoa or cacao beans 154 46

5. Manufactured Foodstuffs 540 55
Meat products 56 42
Cane sugar 251 -64





