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LIBERALIZATION OF THE ECA DOLLAR

INTRODUCTORY NOTE Albert O, Hirschman

There are two distinct aspects of any proposed liberalization of the
ECA dollar. One deals with establishing the maximum possible freedom to spend
the ECA dollar wherever and for whatever commodity is deemed desirable by the
recipient, country or its citizens. The second aspect deals with the freedom
to spend or not to spend the ECA dollar, i.e., with the freedom to accumulate
ECA aid, directly or indirectly, in the form of monetary reserves,

The following raper by lMiss Lichtenberg shows the many ways in which
the first freedom is cwrrently hamstrung and, in conclusion, points to the
various possible avenues of liberalization.

The second freedom so far has been greatly limited for two reasons:
First, since ECA aid is tied to procurement authorizations, it must be spent.
This compulsion to spend could be remedied directly by giving the Economic Co~
operation Administrator authority to disburse, as free dollars, a portion of
ECA funds rather than as dollars tied to procurement authorizations. Secondly,
even though ECA aid can be accumulated indirectly, through the non-spending of
free dollars earned by European exports, such accumulations could not be con-
sidered desirable by the European countries as long as need (defined by balance-
of-payments forecasts) remained the criterion for ECA aid. For , under these
conditions, an accumilation of reserves necessarily led countries to fear that
their aid would be cut since such accumulation could readily be interpreted by
ECA as proof of reduced need for aid, In order to appease these fears, it is
not necessary, however, that ECA attempt in advance to detail the sums that
will accrue over the remaining life of the program to each country, a procedure
which would be incompatible with the system of annual appropriations. It would
be sufficient for ECA to announce that whatever the total amount of aid that
may be voted by Congress, the percentage distribution of the aid among the
recipients would be considered as presumptively fixed. This procedure has
already been recommended by the OEEC and has been accepted by ECA for the
distribution of aid in the next fiscal year subject, of course, to the Admin-
istrator's right of final review of allocations, This right, however, is
likely tc be exercised only in cases of violations by a recipient country of
obligaticns assumed under the Recovery Program or in absolutely clear cases
of force majeure.

: A consistent program of liberalization of the ECA dollar would con-—
sist of the following steps (the last of which has already been taken):

1. Lift ard ease to the maximum possible extent the current statu-
tory and administrative restrictions on the spending of the ECA dollar under
the system of procurement authorizations.

2. Give statutory permission to the Administrator to disburse a
certain portion of ECA funds as free dollars,

3. Establish the principle that the percentage breakdown of country
allocations is to be considered as fixed subject to ECA's right of final review
in specific instances,1/

1/ Adoption by ECA of the third step will in effect permit a country to accumu-
late dollars without the risk of seeing its aid reduced, but adoption of the
second stsp still remains desirable to ensure maximum flexibility,
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While conceptually distinct, these three aspects of any program of
liberalization of the ECA dollar must be pursued jointly, It is statisti-
cally obvious that the reliability of the balance-of-payments deficits
decreases along with the deficits themselves: for, with a given margin of
error, affecting gross payments and gross receipts, the resulting margin of
error affecting the difference between payments and receipts is the greater
the more receipts approximcte payments. Economic reasoning also leads us to
conclude that progress toward viability increases the uncertainty about both
the exact size and the commodity composition of the narrowing deficit., This
is due to the progressive elimination of bottlenecks, to the gradual disap-
pearance of "must" programs with the progress of reconstruction and reequip-
ment, to the increasing range of substitution of non-dollar for dollar go0oas,
and to the possibility of spectacular advances of exports as supply problems
are solved,

These considerations lead us to doubt that there is as clear and
unbridgeable distinction between assistance for bal ance~-of-payments purposes
and assistance for the building up of monetary reserves as has commonly been
supposed, Once it is recognized that a narrow balance-of-payments deficit
is by definition an unstable one, it is clear that any assistance given to
finance that deficit can easily remain unused and may therefore in effect
become an aid to the stabilization of the country's currency. The assist-
ance made available by the United States during the second phase of the
European Recovery Program is still essentially meant to finance balance-of-
payments deficits; but there is an increcsing chance--and hope--that this
assistance may be converted in fact in aid to stabilization. Such assist-
ance is, therefore, a transition to the concept of stabilization credits.

It is the nature of such credits that they are given in the fundamental
expectation that they will not be spent by the recipients, but that they

can nevertheless be converted into balance-of-payments assistance under cer—
tain exceptional and unforeseen circumstances,

If it is correct to assume that the European Recovery Program now
meves into a phase intermediate between pure balance-of-payments assistance
and assistance for stabilization purposes, then it is doubly important that
the ECA dollar be "liberalized" by freeing its spending from many of the
restrictions surrounding it at present and by allaying all fears that failure
to spend it will result in cutbacks in aid,
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RESTRICTIONS ON THE USE OF THE ECA DOLLAR Caroline Lichtenberg

U. S. foreign economic policy has long been directed to the estab-
lishing of conditions for free multilateral trade that will achieve the best
utilization of the world's resources, The countries of Western Europe, which
account for z major proportion of total world trade, should now be able to
move boldly in this direction as a result of their success in achieving high
levels of output, in keeping inflationary pressures in check, and in bringing
exchange rates into a more realistic pattern. The Economic Cooperation
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Administration is currently urging the participating countries to remove trade
and exchange controls among themselves and has made liberalization of intra-
European trade by 1950 the major target of the European Recovery Program, This
emphasis on the problems of exchange gives clear recognition to the fact that
the fundamental problem of European recovery has shifted from one of produc-
tion to one of trade and payments.

With this change in emphasis, the question arises whether ECA's
programming procedure, which involves detailed commodity programs, screening
of applications for procurement, and so forth, is still an appropriate instru-
ment of ECA policy,

At the beginning of the program, with the accent on production, it
was reasonable and necessary for ECA to insist on specific commodity programs
in order to make sure that our foreign aid would make the maximum contribu-
tion to the investment and production goals of the Western European countries,
Detailed estimates of commodity needs of the participating countries also
appeared necessary to ensure coordination of their import and investment pro-
grams., In part, the programming procedure may be viewed as a reaction to
experience with the British loan, whose rapid exhaustion could not readiity bc
accounted for in terms of commodities, At the same tine, it was necessary in
1947-48 to guard against depriving the United States of certain commodities
which were still in short supply. Last, but not least, it was evident that
detailed estimates were required for a successful presentation and justifica-
tion of the program to Congress, Thus, the programming procedure was adopted
essentially to secure the success of the European Recovery Program as origi-
nally conceived, At the same time, however, the procedure also lent itself,
and ECA was in fact directed by Congress, to maintain markets for certain
U. S. exporting interests (notably agriculture and shipping).

New that conditions have changed, however, it would seem that the
programming procedure is becoming obsolete, First, Europe's production
problem has been largely soived and there are no longer major commodity
shortages in the United States., Second, after two years of "programming,"
ECA has come to realize the enormous difficulties and drawbacks of any
attempts to coordinate import and investment programs through physical plan-
ning rather than through the creation of the proper monetary, fiscal, and
institutional environment. Third, as recovery progresses, and as competitive
sources of supplies and markets are opened, detailed balance~of-payments
estimates are becoming less reliable than was the case during the immediate
postwar years, This can be attrituted to the fact that the elimination of
critical needs, the increasing range of substitution of non-dollar for dollar
goods, and the possibility of spectacular advances in exports are subjecting
such forecasts to more and more uncertainties. Finally, further progress of
the participating countries toward self-reliance and eventual independence of
U. 5. aid might best be achieved at this stage by giving the individual
countries an increasingly free hand in disposing of the dollars allocated to
them and by giving them the assurance that their allocations will not be
reduced if they accumulate reserves as a result of superior export performance,
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ECA Dollar

SUMMARY VIEW OF RESTRICTIONS ON THE USE OF ECA DOLLARS

To enable ECA to screen,.
and to account in detail|

fer, dollars spent by

par ticipating countries:|

(1) The programming pro-
cedure in general

To ensure the best
utilization of the
participants' re-
sources, ECA will not
finance:

(1) Transactions result-
ing in misalloca-
tion of resources
among industries

To protect and further
United States inter-
ests:

(1) Procurement of com~
modities in short
supply in United
States is limited

(s)

(2) Special consideration
given to certain
U. S. interests
a, agriculture (S)
b, shipping (S)
c
d

(8)

(2) Transactions involv-
ing higher than
competitive prices
(S-4)

. oil (A)
. other (S5-4)

(3) Elaborate limitations
on offshore pro-
curement (A-S)

(3) Luxury items (A)

(4) Special restrictions
on transactions
involving Eastern
Europe (S-A)

(4) Commodities replace-
able by non-dollar
l substitutes (4)

Note: S
A

Statutory
Administrative

it u

There is, therefore, a resl danger that, with the disappearance of
the principal original reasons for its adoption, the programming procedure,
if maintained intact, may obstruct European recovery and become a simple
vehicle for the protection of various U, S. export industries. Such a devel-
opment would gravely handicap our efforts to free trade and to stimulate

multilateralism,

A review of the specific limitations and restrictions which are now
placed on the use of ECA dollars will give some indication of the extent to
which the ECA dollar is currently managed, circumscribed, and restricted.
is hoped that this swrvey will point up the areas in which adjustments can
be made if it is desired to' "liberalize" the use of ECA dollars along with

European trade and payments.

It
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I. ECA program procedure in general

The program procedure is a rather elaborate system of review, con-
trol and follow-up over the expenditure of ECA dollars, On the basis of the
CEEC annual programs, country allotments are determined by ECi. The partici-
pating country then submits applications for procurement eauthorizations to
the Economic Cooperation Administration to cover the commodities and services
which it desires to have financed with the dollars it has been allotted. The
content of these applications is usually discussed informally with the com-
modity and country officers of ECA/\lashington before formal submission in
order to shorten the period between application and authorization, If ECA
approves the application, a procurement authorization is issued covering the
allowable commodities and services, the delivery period, the approximate
quantity to be procured, the source from which the commodi*ies may be ob-
tained, and any special provisions concerning commodity specilications or
Supplementary documentation., It is by means of this procedure that ECA is
able to maintain the control over ECA dollar expenditures which will be
described in the following pages.

Any system designed to prevent the misuse of funds and to check
actual expenditures necessarily results in inflexibilities which in effect
limit the free use of those funds. A restraint of major importance, for
example, stems from ECA's general policy of financing only those transac-
tions involving contracts and delivery dates subsequent to the date of
issuance of the procurement authorizations. Until a few months ago ECA was
liberal :in waiving these regulations, particularly with respect to industrial
goods, in an effort to minimize the difficulties which such requirements
impose on the foreign trader. But in attempting to provide small business
with the opportunity to enter into the export market, full compliance with
the restrictive provisions of this procedure has recently been enforced.

While these conditions are unnecessary for the small and efficient
U. S. exporting firm and are of doubtful. usefulness for the small ineffici-
ent exporter, they are very often a source of difficulty for the participat-
ing countries., In the case of essential commodities for which the participat-
ing governments are willing to spend free dollars if necessary and where the
government engages in bulk purchases, the problem is not serious since these
transactiors can be planned sufficiently in advance. But where private
traders bur on the basis of supply and demand conditions these requirements
definitely interfere with their normal competitive business practice of
responding freely and quickly to price changes,

II. Utilization of ECA funds in the best interest of the participating
countries

In addition to the general way in which the use of the ECA dollar
is circumscribed by the program procedure, a number of specific restrictions
prohibit the spending of ECA dollars for certain purposes or direct them into
given channels, The first broad category of these restrictions is the result
of an attsmpt by ECA to make sure that available dollars are put to the best
uses from the point of view of European recovery. This implies an ECA view
that therz is a scale of priorities which is partly independent and ought to
supersede what would result from the operation of free choice on the part of
the participating countries or their citizens.
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A, Allocation of resources among industries, - In screening the
OEEC annual programs and in issuing procurement authorizations, ECA makes
decisions with respect to the desirable direction and extent of industrial
developrent in participating countries; and any disapproval of plans for
expansion, for example, can be effected by refusing to finance with ECA funds
commodities essential to such products,l/ Two important areas in particular
have been subject to this type of limitation on the use of its ECA funds; viz.,
the iron and steel and the o0il refining industries. ECA is convinced that
Viestern Europe's plans for expansion in these two industries envisage surplus
capacities in relation to projected consumption and therefore involve misallo-
cation of resources. Since btoth industries require heavy dollar outlays, ECA
sometimes registers its disapproval by refusing to finance certain U. S,
equipment items on which these plans depend,

B. Luxury items, - It is ECA policy not to finance luxury items.
In September 1949, ECA established a list of fourteen items in this category,
including automobiles with a value of $3,000 or rore, automobile radios,
clothing, jewelry, toys, and household equipment. Unlisted items, however,
are not automatically eligible for ECA financing,

C. Prices. - ECA will make payment only for purchases of commod-
ities, whether or not in bulk 2/, which are made at prices that approximate,
as nearly as practicable, lowest competitive market prices. In general,
thercefore, participating countries cannot use their ECA funds to purchase
goods at higher than market prices, regardless of what reason they may have
for wanting to do so, This has interfered with normal trading relations,
and has made itnecessary to engage in considerable research especially in the
case of differentiated commodities, If procurement is offshore, it is often
difficult to obtain proof from abroad that the price is competitive,

D. Substitutes, -~ Applications for procurement are reviewed by
ECA with an eye to substitutions which would save dollars, and it seems that
ECA officials often find it necessary to point out such opportunities to
participating countries. Austria, for example, was denied a request for pro-
curement of rice on the grounds that other grains, produced domestically,
could be satisfactorily substituted. Substitution in terms of quality is
also recommended, Purchases of high-grade coffee from Colombia, for example,
are sometimes marked ineligible for ECA financing on the basis of availability
of lower grade (and therefore lower-priced) coffee which ECA considers to be
a satisfactory substitute, taking into consideration consumer prefcrences,

1/ Theoretically, a country could buy the goods with its free dollars but in
practice it would not be likely to do so since ECA could later retaliate,

g/ The Foreign Assistance Act of 1948 provided that no bulk purchases could
be made at prices above those prevailing in the U. S, market, ECA Regula-
tion 1 makes this rule applicable to all purchases since practically all
shipments have been considered as "in bulk,"
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IIT. Protection of U, S. interests

The second category of limitations on the free use of ECA dollars
arises out of ECA's responsibility to protect U. S. interests.

A, Scarcities, - The procwrement of certain commodities which
were in short supply in 1947-48 at home was limited by the ECA act. For
rnstance, in 1948 purchases of farm machinery were not to exceed 375,000,000,
and oil was to be procured from outside the United States wherever practic—
able, The general policy of not seriously impairing our economic stability
while giving ECA assistance makes ECA responsible for husbanding any commod-
ity which may become scarce in the United States.

B. Offshore procurement, ~ The 1948 act provides that ECA funds
may be used to finance procurement from any source, but in view of the his-
torical development of the European Recovery Program, ECA interpreted the
spirit of the act to mean that ECA funds were intended mainly to finance
dollar deficits with the "estern Hemisphere, As a consequence, it was
decided to follow the general policy of financing only those offshore pur-
chases which are very urgently needed by the participating country and
cannot be purchased except for dollars,

The elaboration of this policy included several restrictions, each
with a specific purpose, on the free use of ECA dollars. Procurement in
other participating countries and in the sterling area is not financed, since
the European Payments Plan was designed to provide for the financing of all
participating countries' deficits with one another and with the independent
sterling erea, 4s a security measure, . ECA tries to limit the expenditure of
dollars irn Eastern Europe to the bare minimum and requires additional
detailed information on any proposed transactions, Participating countries
may not use ECA funds to finance goods from Eastern Europe whenever there is
a possibility of alternative means of payment; more information about price
is necessary than is normally required; specific identification is required
where the commodity class is not homogeneous and the relative importance of
items within the class varies widely; and a great deal of supplementary
information is required regarding each request,

At an early stage of the European Recovery Program, another motive
for not financing offshore procurement was to put pressure on certain non-
participating countries to extend loans and grants to the ERP countries. For
this reason, ECA approved the financing of procurement in Argentina, Brazil,
Chile, Cuba, Peru, and Uruguay only after it had been determined that the
goods were essential to the participating countries and could not be pur-
chased unless payment was made in dollars, Although hope for inducing these
countries to extend some assistance to Western Europe has by now been aban-
doned, ' the restrictive policy in offshore procurement has been largely main-
tained,

An indirect limitation stems from ECA's policy of applying the
official rates of exchange to offshore procurement transactions. This pro-
cedure raises, in effect, the price of foreign goods to the participating
country, since the suppliers' currency could often be purchased at a dis-
count with free dollars, It results therefore in a curtailment of offshore
procurement which would not occur under normal trading conditions.
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C. Special interests. -~ The Economic Cooperation Act (Foreign
Assistance Act) has led ECA to protect certain special U, S. interests,
notably, agriculture, shipping, and oil, This gives rise to a whole series
of fundamental problems, including the reconciliation of this policy, first,
with our attempts to promote the use of non-dollar sources of supply as a
means of reducing the dollar gap, and second, with our policy of establishing
a system of international trade governed by price.

1, Agricultural surpluses. - One of the most important limi-
tations on the use of ECA dollars stems from the statutory provisions concern—
ing ECA and agricultural surpluses in the United States. The Economic Coopera-
tion Act provides that participating countries using ECA grant funds for pur-
chases of agricultural commodities which are declared to be in excess of U, S,
domestic needs must procure such commodities exclusively in the United States.
Furthermore, classes and types within the surplus commodity group must be pro~
cured in the same proportion as these types bear to the total surplus of the
commodity. The determination of whether a commodity is in excess of U. S.
domestic needs is made by the Secretary of Agriculture at the time that ECA
receives an application from a participating country to procure that particu-
lar commodity offshore.l/

In addition to requiring procurement of surplus commodities in
the United States, under the terms of Section 112(e) of the 1948 Act, if such
commodities are held by the Commodity Credit Corporation, through the price
support program, the Administrator of ECA is required not only to deny off-
shore procurement but also to see that such commodities are purchassed only
from CCC stocks, (Most agricultural commodities are now in surplus so that
little offshore procurement of these items is currently permitted.) Domestic
flour intsrests were also protected by a statutory provision specifying the
minimum proportion of flour as a per cent of total flour and whuvat allocated
which must be procured under the program.g/

In addition to making sure that these mandatory provisions are
carried out, ECA's interpretation of these provisions leads to other restric-
tions, For example, ECA tries to make sure that Duropean consumers take a
fair share of the lower grades of surplus agricultural commodities in order
to protect the Commodity Credit Corporation from being overstocked with these
grades at the end of the season, This is done by incorporating in the

1/ This particular provision was the cause of a very difficult problem for
the United Kingdom which Canada, the United States, and the United Kingdom
finally settled at the tripartite talks this fall. 1In 1946 the United King-
dom contracted with Carnada to take 2 sp2cified amount of wheat at a stated
price every year for four years, Uy the time the 1949-50 ECA program was
ready for approval, wheat had been declared surplus and, at the same tine,
U. K, gold and dollar reserves were suffering a serious decline, The United
Kingdom was therefore very anxious to keep its contract with Canada, especi-
ally in view of the fact that Canadian wheat at contract pricss was consid-
erably cheaper than U, S. wheat, A compromise was reached whereby ECA would
finance $175 million worth of Canadian wheat in return for which Canada would
consider lifting barriers against importing U. S. fruits and vegetables and
the United Kingdom would take part of our surplus apple crop and $30 million
of wheat and flour,

2/ In the 1948 Act the percentage was set at 25; it was reduced to 12% in
the 1949 amendment,
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procurement authorization a special provision to the effect that not less than
a certain percentage of the purchase authorized must be applied to specified
low grades.

2. Shipping, -~ In the Foreign Assistance Act of 1948 it was
provided that at least 50 per cent of gross tonuage procured in the United
States be transported on U, S, flag vessels to the extent such are available
at market rates. Rather than eliminate this provision as requested by the
ECA, the Congress tightened it in 1949 by requiring the 50 per cent of gross
tonnage to be separately computed for dry bulk carriers, dry cargo liners, and
tanker services l/ and by redefining market rates as those prevailing for
U. S, vessels, ECA policy with respect to financing ocean transportation
charges is based on the general principle of ECA aid that ECA dollars be used
only to purchase dollar goods and services. Thus ECA will finance all ocean
transportation charges on cargoes whether or not financed by ECA, which are
carried cn U, S. flag ships and similar charges on ECA-financed cargoes carried
by non-U, S. flag vessels if payment is customarily made in dollars.

3. 0il, -~ Policy with respect to oil has changed since the
Act was passed in 1948, Due to the concern that 0il was in short supply,
Congress made provision in 1948 that oil must be procured offshore wherever
possible. Now, however, that there is danger of a surplus, ECA is faced with
a difficult problem, On the one hand, participating countries are encouraged
to substitute soft-—currency sources of supply for hard-currency sources wher-
ever possible. Some participating countries propose to do this in the petro-
leum field by building their own refineries., If this is done, however, it is
estimated that world production would exceed world consumption, and the net
result o such European expansion from the U, S. point of view would there-
fore be a surplus of dollar oil, Thus, for economic reasons, as well as for
political and strategic ones, ECA has, in some instances, adopted a more
restrictive policy by withholding procurement authorizations for dollar
materials and equipment necessary for the building of refineries,

4. Strategic items. - As a security measure, it is mandatory
upon ECA to refuse financing of commodities which go into the production of
other commodities which will eventually be sent to Eastern Europe and which
would be refused export licenses if Eastern European countries wanted to buy
them in the United States.

5., Other. - Finally, Congress has provided that ECA funds
cannot bz used to advertise foreign products or to finance any travel expenses
incurred by foreign nations. While restrictions against foreign promotion
efforts are directly contrary to our policy of encouraging imports from the
participating countries, they seemed necessary as a means of allaying some of
the fears held by certain U, S. competitive industries,

}/ This amounts to a tightening of the 1948 provision because U. S, vessels
already carried more than half of the petroleum imported by the European coun-
tries. An attempt was also made by the shipping interests to secure applica-
tion of the 50 per cent clause on a country-by-country basis, but they failed to
win this point because of the extreme effects of such a clause for countries
dependent on the earnings of their merchant marine, such as Norway.
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Conelusion

The list of restrictions on t/.e use of ECA dollars is an impressive
one, In the introduction it was suggest:d that the time may have come for a

considerable liberalization of the ECA wollar, What can be done in this
direection?

The boldest step would clearly be an outright abandonment of the
procurement authorization system. The system could be replaced by a system
of unconditional allocation of furds by ECA to individual countries together
with general supervision, follow-up.and, in the case of capital projects,
end~use control by ECA., This would require, of course, a far-reaching change
in legislation, Should it be impossible to effect this general change, con-
sideration ought to be given to a number of specific changes of a legislative
and administrative nature whose combined effect would be to give the OEEC
countries greater discretion in the choice of the commodities to be purchased
and of their sources of procurement.

In the first place, ECA's offshore procurement policy might be
liberalized considerably. Secondly, the administrative restrictions on the
use of ECA dollars originally dictated by paternalistic concern over the
proper use of ECA dollars by participating countries could be withdrawn,
Thirdly, procurement authorizations could be issued to cover broader ranges
of commodities and for longer periods of time so that substitutions with
respect 1o the kind and the timing of the recipient countries! imports can
be readily effected, :

There are indications already that pressure will be exerted at the
1950 session of Congress to have future ECA appropriations earmarked for
specific kinds of U. 5. products, This pressure is increased by the prospect
of surpluses in many lines of products, especially a number of agricul tural
commodities. It is, therefore, especially important that the U, S. objec~
tives in the field of international trade and finance be outlined as clearly
as possible if it is desired that the disbursement of ECA funds be made on a
basis cornsistent with these objectives,
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U. S, Foreign Trade in the Postwar Period

Samusl I, Ketz and
Gretchen H, Fowler

The progress toward greater balance in internatioual trading relutions,
which was reached in the course of 1948, but was halted in the first half of
1949, is likely to be resumed as & result of the recent world-wide currency
adjustments, l/uWith the recovery of production, particularly in Yestern Europe,
the stage had already bsen set by the end of 1948 for increased international
export competition and for further shifts in foreign purchases from the United
Stutes to more habitual sources of supply. 2/ Daspite greater aveilebility of
world supplies, however, exchange controls and the existence of a seller's
market in most classes of goods prevented a return to effective price compe-
tition., As a result, soft-currency prices of a number of important export
products, at prevailing rates of exchange, were higher than competitive American
goods, This price divergence becams more marked during 1949 as hAmerican prices
receded from postwar peaks while non~dollar prices continued to rise or to
stabilize at a later date, However, the general devaluation of major currencies
in mid-September instantaneously improved the competitive position of non~dollar
goods, though to varying degrees, Improved non-dollar supplies and reduced
prices are expected to accelerate the movement toward a more permanent postwar
pattern of world trade. This shift will be important to the United States
since a return to a more normal trade pattern raises the prospeect of greater
readjustments in American trade, A review of postwar American trade trends,
therefore, is an indispensable prerequisite to any analysis of the impact of
devaluation on our foreign trade. The 15 quarters beginning with 1946 and
ending wita the third quarter of 1949 form a convenient and important period
for such a background study,

U. S. Exports

Following the end of hostilities, American exports rose rapidly to an
all-time high in 1947, Due mainly to the speedy reconversion of American
industry and to record levels of farm output, the rapid expansion in exports
shown in Part A of the chart on page 3 rerflscts *he abnormal concentration of
supplies available for export in the United States. The chart data, however,
overstate the change between 1946 and 1947 since Army Civilian Supply Program

1/ See L, N, Dembitz and A, O, Hirschman, "llovement Toward Balance in
International Transactions of the United States", Federal Reserve Bulletin,
tay, 1949, p. L80,
2/ The sbnormal character of world trade since the end of the war is indicated
by the fact that during 19L6 and 1917 the United States nrovided about 30 per
cent of world exports as compared with 1l per cent in 1938 and nearly 16 per
cent in 1928, A considereble movement in the direction of a more normal

pattern took place during 19,8 when American exports accounted for 22 per cent
of world exports; this decline was due to a 36,0 billion increase in total world
exports and a 2.7 billion decrease in U, S, exports,
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shipments are included in the 1947 figures. 1In 1946, civilian supplies were
shipped ebroad by the U. S, armed forces and distributed by them to needy
civilians, The maritime and cosl strikes in the United States late in 1946
and the beginning of shipments under the UNRRA Program explain the jump in the
quarterly movement of exports during the first quarter of 1947.

The export pesk was reeched in the second quarter of 19,7 but after that
& pronourced downwerd export trend was apparent., It has been neither precipi-
tous nor contimious, but reflocts the contimiing world neod for ‘mericen supplie:
a5 well cs the cushioning effect of aid made svaileble under the Europoan
Recovery end other programs., In the third quarter of 1949, however, exports fel:
to the lowest lovel sinco 1946, Although pertly seasonal, this sharp decline
in in the final pre-develuation guerter is significent since dovclustion is
oxpected to push American exports further in the dowmwmrd diraection,

Us S, Imports

Imports did not expand es repidly os cxports end the postwer peek wus not
recched until the lost quarter of 1948, Since cbout helf ocur imporits comec from
sources outsidc tho Yestorn Homisphere, the delryod cxpansion in imports can
be cttributoed in port to supply difficulties in Asizc snd Buropo. HNonetholoss,
Part A of the chart shows wn improssive upwerd trond in imports to the spring
of 191}::9, but this trend turned shorply dowmrmrd in the second cnd third querters
of 1949,

During the ecrly poart of the period under study, imports roso fastor then
gross nutional product nnd, by 1948, tharc wes some indic:tion thrt imrorts
might regain their prewsr position with roletion +o gross m.tional product, For
exampleg, imports in 1948 wrore 2,71 per cent of gross nition-l product, The
rolutionship for the $ prowmr yeors, 1934~328, averaged 2,81 por cont, as showm
in Teblo T; but this trond wos roversoed during 1¢L9 when imports for the threo
querters avercgod only 2,5l per cont. 1/

The Sfeilure of imports to rucch and meint-in - lovel consistunt with thoe
prowtr rolotionship to gross nitionrl product di scppolinted obscrvers vwho hed
noted thet tho gep betroon acturl imports cnd projcetod imports wos boing
stondily narrowed. At tho srme time, some of tho conclusions droom from
the 1949 import declino, vspociclly by Buropewn observers, seom unjustifirhly
possimistic, There aore grounds for suggesting thet imports arc not os margincl
to the Amoriccn economy rs tho 1949 cxperionee might sugzest ond th t the
fmericen roadjustmeont wes only in prrt rosponsitle for tho striking reduction,
Working in tho scme diroction irere two factors which oxorted o powerful impact
upon acturl imports: (1) tho spoculative rosponsc of truders to devaluction
rumors, ircluding tho uncertuinty croctad by tho rumors themselves, rnd (2)
divorging non-dollor snd dollar price tronds vhich aecentucted tho deogrec of
overvaluc.tion of Wostern Buropoan curroncicse

1/ Hed 1948 imports roturncd to the prower avorags, tho value would have beon
7.4 villion compsrod with actucl imports of 7.1 billicn, Similarly, 19L9
imports ot tho prownr avorsgo would hove beon ot cn enmucl roto of %742 billion
compared with acturl imports of 36,5 billion for the Jamcry - Scptombor piriod,
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Teble X

U, Se Imports
(As por cont of gross nutioncl product)

Poriod Porcent Poriod Porcont
’ 1925 1,80 1534 2.9
1926 L.80 1937 3.L2
1927 L.60 1938 2.31
1928 L1437 Averago 1934=38 2.01
1929 L3 1946 Ze51
Avorcgo 192529 L. 40 147 242
1934 255 19,8 2.7
1935 2.8, 1949 2.54
o
Quartorly 1 1T III v
19)46 2020 2.29 2023 2.50
1947 2.48 2.8 2.28 249
191.[8 2.88 2161 2.@ 2077
1949 2,72 2.47 2,31

o/ Uncdjustod qurrtorly imports hove beoon relited to sonsonslly adjustod
grcss n.tioncl products and this distortion should bc borne in mind in
anelyzing tho deto.

AMmost o1l the docline in imports during the socond cnd third quorters
of 1949 is found in the industri-l motorirls cotegorios, os shownm in Tble
II, Totzl imports dropped only Sely pur cont butwoon tho sccond quartoers of
1948 =nd 1949 but tho decline in sordemomufccturcs wes 1345 por cont ond in
crudo metorisls cbout 10,9 por conts Similcrly, imports cs o whole droppod
by 1Le5 por eont botween tho third quorters of those two yoars, somi-memufceturos
by 27.5 por cont cnd orude matorirls by 2145 por cont,
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Table 1II

Selscted Comparisons

Ue 8. Poshwer Trade

(8econd and third quarters 1068 and 1919)

Second Quarter

Third Querter

Netional Incone

Gross MYational Product

Fed .Res,.Prod, Index

Total Imports:

Crude imterials
Crude Foodstufl's
1fd, Foodstuffs
Semi-manufactures

Finished janufactures

1948 19k9  [Fereemtl gl | iokg  [Porelnt
(Billions of dollars) (Fillions of doliars)

22L.9 223.L =7 | 230.h 8/221.0| ~kL.1
261.6 259.6 - 265.5 256.3| =-3.8
Index Index index index

190.7 1701.0 -8.8 [ 189.7 158,01 -11.4
('illions of dollars) {illions of dollars)
1,682,3  11,520.7 -5 11,753.9 1,500,11 =1k.5
50645 51,2 -10,9 | 5Lz.2 L26,1; -21.5
287.3 5004 +60 1 270.9 237,50 +6.1
130k 193.2 .9 | 199.1 Whaiil =2,k
38l,.8 352.9 -1%.5 | L13.7 303.L] =27.5
323.4 30L,0 ~6,0 | 232,53 208,71 -10.L

g/ Praliminary estimate,
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The major adjustment within the American economy wes concentrated in the
inventery area. 'The reversal in 1949 of the hesvy postwar inventory accumi-
lztion took the form of reduced factory output and employment with r..company-
ing declines in cerloadings and mining; these adjustments took ploce ot o
time when consumer income cnd final demond were muinteined at only slightly
reduced levels, Had the American recession been induced by shorp reductions
in expenditures for construction and capital equipment rother than in the
sector of business (mon-farm) imventories, imports might not have been affected
as quickly.

Export Surplus

Part B of the chart shows quarterly figures for the U, S. export surplus,
The surplus renched high levels in 1947, the sccond-quarter peck being $2.7
billion or necrly double sctual imyorts in those three months., Thoro wons o
sharp drop by the first quarter of 1918 but thereafter there wes no susteined
dowrward trend, sinco exports rose and imports declined in the first half of
1949« By the third qaerter, the surplus had becn reduced to the 1946 level,.

Al though tho ERP countries have recelved moro than two-thirds of Ue S. cid
they account for o smalloer proportion of thc cxport surplus. 1In 19&7, it
emounted to only about L8 per cont but the proportion rose to 58 per cent in
1948 ord doclined slightly to chbout 57 per cont during the throc quartors of
1949, This rosul tod from the fact theot othor crecs, cnd particularly the
Western Homisphorc countrics, wore able to bring their trcde with tho United
Stutes into bettor brlonco through inerossed oxports ond rcduced purchases of
Amorican produets.s In part, the reduction in foreign exchonge resorves during
18947 1ed to tho usc of controls which reducod purchascs from this country; but
thoro is o significant contrast botwoon the oxpunsion of U, S. imports from
Conada cnd Latin Amorice and the limited inercasce in those from Wostern Buropo,

Prospoctivo ndjustments in foreign trade

As 1952 cpprorches, the prospective roduction in extroordinery Us S. finan-
clal assistonco will roquirc o merked reduction in our oxport surplus. In view
of tho projectod roduction, docs tho oxporicnee during tho 15 quertors under
roview throw sny licht on tho diroction of the adjustmont which might be
cxpoctod?

Tho limited oxponsion in postwer imports suggosts thet, under prosont
condi tions, the mcjor doller portion of such cn cdjustment might be oxpcected
to affect Amorican oxport trades Spoeicl foctors ncy help to oxploin the
scvority of the mid-1949 import docline; but, considoring the period os a
whole, tho postwer import porformence con herdly bo considered promising. The
1950 teriff roductions, simplified customs proccdurcs and othor mecsurdes growing
out of the Tripartitc Conforoncc in Scptombor and the offorts being mede to
oxpend Wostorn Europern shipments roproscht possible positive remedicl stoeps.,
Kuch moro importont, ct loast potonticlly, the rocont develu:.tions should
romova ¢ major obstacle te exponding trode by torminating on important
uncortainly cnd by lowering tho doller prices of foroign goods. However, theso
steps moy woll do little more than rostoro tho valuc of imports within the noxt
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year or two to their 1943 position, since factors such as the existence of a
goller's market is most classes of good and the need to rebuild industrial
pipelines of materials, which were favorable to imports in 1948, hawe disepreared,

The recent import experience confirms the crucial importance of the level
of /merican business ectivity to the maintenance of e high level of imports. 1/
But prospects that goods imports will become an importent factor in bringing —
our foreign trade into better belance do not appeaer to be favorable, even if
the fmericen economy contimues at a high level., Should imports be restored
to their prawer position in the economy, the major adjustment would still have
to fall upon our export trade. In the light of the pre-devaluation experience,
& substantial improvement would be required rapidly to reach even this modest
goeal .

The pre-devaluation experience throws some light on the regional nature
of the trade adjustment to be expected. The "'estern Luropean countries gonsti-
tute the main group with which & large export surplus persists., The size of
their trade gap and their less favoreable performence in expanding sales to this
country conf'irm the common assumption thut direct bilateral belencing of their
trade is out of the question. Hence, a return to the prewar trade pattern in
vhich Zurope was able to cepture dollers in third narkets seems the alternutive
to & drastic curb on their purchases in this country, If this occurs, the
reduction in American exports would tske the form of fewer exports to third
countries rether than to Hurope,

Devalu.tion should facilitate the restoration of this rultilateral pattern
since prices of many Iuropean products have been reduced in terms of third
currencies. In fact, heavier Iuropean shipments to third markets may well prove
to be the major impact of devalu.tion upon the pattern of world trzde.

It will be difficult, however, to restore one cornerstone of the prewsr
mul tilateral trade pattern, ZHefore the war, dollars provided by the United Stats
to finence our import surplus with certsin sreas could be earned by Iurope and
used to finance Iurope's import surplus with the United States., These import
surpluses have disappesred in the postvar period. For example, the United States
import surplus with Latin /merice, the Sterling Area countries and four major
Far Zestern countries averaged about 3158 million in the 19314-38 period. (See
Table VII). 1In 1947, the United States export surplus with these countries
amounted to almost 73,500 million and, despite sherp cuts in United States ex—
ports, were running at an anmal rate of over 71,500 million in the three
quarters of 1949. Surpluses of this megnltude are so great that a very large-
scale substitution of Huropean goods for American products would be required
to restore a United States import surplus in this trade. Displacement of
American goods ill not be easily brought about, especially in those goods
categories required for developmental programs. Consequently, prospects that

I/ Inasmuch &s the decline in impor ts “ias due mainly to inventory readjustment,
The stabilization of the /mericen ecdnomy at levels below the postwar peak need
not be inconsistent - ith a reexpansion of impor ts,
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third countries may find their hard currency position eased through availebility
of cheapened European goods appeer much more favorsatle in the near future than
are the prospects that Europe will actuelly be able to obtain dollars through
exports to third countries,

Even if devalu«tion may not be expected to solve Western Durope's dollar
difficulties immediately, nonetheless it should reduce the imbslance in world
trade., Anelysis of date for individuel countries reveels that e greut meny
heve clready been atle - often by means of import end exchange controls = sub=
stantizlly to reduce their dollor trode defieit, cnd some hod by 1949 even
returncd to their prowsr stotus of met dollar ecrmors. In the herr future, the
oppewrcnee of more normel export supplies from Jepan end Germ.ny, togother with
more favorecble Europesn prices, may metoriclly clter the pro-develuation fiow
of comodilty trade,

The Sterling frea

Qur trnde with the United Kingdom is shovm in Part C of the chart, ‘The
reduction in U, 8, exports sincec 19L7 has beon striking; this reflects the
shifting of British purcheses from the United Strtes to non~-dollir sourccs. In
1948, for excuple, tho United Stetes supplied only 8,9 por cont of British im-
ports comp.rod with 1646 per cent in 1947 cnd 12,3 per cont in 1938, Furthor
shifting, howevaor, is likely to prove difficult. Brituin's scles to this
country exprnded promisingly to the end of 1948, but tho trode fell shorply in
mid-1949 os sellor's mirkets in utonobiles, farm mochinery rnd sercp disappeurs

erterly American trodo with othor storling crec countrics is found in
Pert D of the ch-rt., During 1946, tho Unitod Stutos has cn impertont surplus,
but & lerge deficlt emerged the following yorr os our cxports bogon to move
in wvolumc, The combinction of rising fmcricen imports .nd curtoilod cxports
sharply roducod the U, S. surplus in 1948, but : lirge gup rosppeirod in \glg,
uspeci lly in tho third quortur, vwhen both thoso tronds wore reverssd.

Tatle ITI hos beon prepored to glve s oma are brecitdovm of tho sterling
eroc figurcvse Tho Seuth ifricon dofieit during 191(.7 tnd 1948 wias shorply cut
during 1549 os South Africa’s exchonge snd inport controls reimposed in loto
1948, curtnilod purchascs of U. 8. gocds, Bufor tho <rer, o lorge portion of
South .frica's gold producticon vos transfurred to Eritein to »ry for Fritish
goods rnd, in turn, fincnced roughly onc=-fourta of Pritoin's dollur neods but
the lrrge 1947 ond 1948 doficits roguired the dirset shinmont of currcent gold
output te this country.

T™e romeining storling sruc countrics includs the colonisl rross and the
lergoe comnonwerl th countriss. Boforc tno wr, tac colonies provided ¢ lurge
supply of dollars from rew m toricl shinmonts tc this country. In foet, these
earnings wore cquel to clmost helf Britoin's dircet trede gope Sineco the war
this surplus has boon slight,
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Table IIX

U. 8, Export Surplus with Sterling Aros
{gquartorly or qurrtorly avercge in
rillions of dellaors)

Rest of Storlin_é iren

Qorterly bosis 6 Cormone South africa  Other Total TUnltod

wool th Sterling Kingdon
countrios a/ Ares
193’4"‘38 - ¢3 1)4.02 - 35-3 b 19.)-]. 76.1
1946 ~35.6 193 - 6.7 ~ 23,0 174.8
19L7 8448 755 13,8 17hel  224,6
1948 ~5y 89,2 - 18,5 €5.3 6749
19L9:
I Zie5 38.4 - 20,9 52.0 107.0
11 3745 67.1 349 108.5 172.2
I1I 25.3 21,1 20,8 773 10%,8

E/ India, Pakistan, Ceylon, Australis, New Zozlcend ond Scuthern Rhodesia, )

Tho chenge in the doll.r position of 6 ncojor commonverlth countries has
been substontirl. Before the wor, thess countries hod nn pproxinate belance
in their American trnde. Substantizl dollar ecrnings wore achieved in 1946
but a large deficit emerged during 1947. ‘A th our vxports reduced by controls
from 5),eL5 rmillion in 1947 to $766 rillion in 1948, the trode returned
to belance in 1948; but o U. S. export surplus resppecred during 1949.

The shift in the U, S. trade of the other sterling countries from o prewar
U, S. import surplus to an export surplus in 1947 cnd 1949 hcs mecnt thet thoy
hove not provided gold end dollers to the Area's centrcl reserves but have
drawn upon them to finance thelr own deficits., This shift has been fucilitated
by the fact thut sevoral of them werc able to dreow upon wartime sccurmlated
sterling bclances to finance their Unlted Kingdom troade deficit and, further,
to convert portions of their sterling holdings into dollars. As a result, the
large commomvecl th and colonial doller trade deficits during 1947 ond 1949 cone
tributed to the sterling exchenge crises during those twe yonrs. Theseo
countries hcve, however, come to rely upon Americnn products morc thon before
the wor and the extent to which they will return to Europecn sources of supply
after the recent develuction is uncertain,
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Consda

The spectaculer rise in Ue. S. imports from Cinade to a pesk in the fourth
quarter of 1948 is shown in Part F of the chart. Although rising prices were
important, the expanded imports represent a mcjor effort on the part of Canade
to shift export trade from the sterling erea to the Urited States. As & result,
Conada supplied 21.8 per cent of U, S, imports in 1948, compared with 18,0
per cent in 1946 and a prewar avercge of 13,9 per cent in the five years, 193l -
%38. lonetheless, import controls pleyed & major role in bringing ebout the
irmproved trede belance. Following tho 10 per cent appreciction of the Conodien
doller on July 9, 1946, U. S. exports rose sharply from an anmel rate of $l.l
billion for the Jamuury - June period to & 31,7 billion rate for the fugust —
Decembor periods Shipments contimued to expond and by the fell of 1947 Canadian
reserves had fallen from $1,62 million on June30, 1946 %o $615 million on
September 30, 1947 and to $502 nillion on December 30, 1947. Tc halt this
disastrous drain Canada introduced a stringent import control scheme on November
17, 1947 which wes directed meinly ageinst U. S. goods. The rosultant curtail-
ment in inports during 1948, together with the higher 1948 exports, brought the
trade imbol ence with the United States to 2 record low in the fourth quarter
of 1948. During this period, Conadien reserves recovered nicely., The gap
videned during 1949 follod ng; reduced Americen imports from Canada and this
developrent contributed to Cumnnda's decision to devalue its dollar by 10 per
cent on Soptember 19, 1949,

Looking at the pre-devaluetion period as a whole, expanding Canadien
shipments to the United States signified an important reorientotion of Canada's
foreign trade. Illustraotive of this cdjustment is the fact that Canmnda eccounte«
for only 6.5 per cent of the U, S, export surplus in 1948 compared to 11.6
per cent in 1946 and an average of 20.2 per cent in the 5 yoers, 1934~-38, Vith~
out import controls, of course, the gap weuld have been much wider,

The ERP Countries

The megnitude of our export surplus with the 17 ERP countries, shown in
Part G of the churt, is less striking than their unfavoreble experience in
expanding scles to this country. Some recovery progress is found through 1948,
os shown in Teble IV, but shipments were severely reduced during nid-1949., For
exemple, these countries supplied about 11.8 per cent of U. S. imports during
mid-19h9, compared with the postwar peek of 11,7 per cent in the fourth quarter
of 1948 and the quarterly evorage of 24.5 per cent during 1938. 1In velue terms,
mid~1919 imports had reverted to the low 1947 level., The fact thet the reductio:
were distributed emong the major Western European countries points to the
genersl nature of the mid-1949 declines,

Compared with our imports from these countries, the U. S, export surplus
has been quite substantial in the postwar period. In fact, U. S. imports
from the 17 nations amounted to only 23 per cent of exports in 1948, compared
vith the prewsr average of about 5l per cent in the 3 yeors, 1936-38. The
proportion fell below 20 per cent during 1949,



Imports from
17 ERP countries
Total U.S. imports
Per cent

By country:
U. K.

Belg. & Lux,
France
Italy
Netherlands
Sweden
Switzerland
Turkey
Germany

Other countries

U, S,

--= Quarterly Average

- 1} -

Table IV

U, S+ Postwar Trade

Imports from 17 ERP Countries
(Quarterly, in millions of dollars)

——————

o ——

Quarterly —- 1949

1938 1946 1947 1948  19L9 i I 111
120 170 17h 2l 205 250 191 175
490 1,227 1,433 1,778 1,622 1,789 1,601 1,477

2,5  13.8 12,2 13.7 12.6 14,0 11.9 11.8

30 39 o1 73 55 68 Ly 52
10 19 15 25 2k 37 19 17
1k 16 12 18 15 18 13 1k
10 17 11 2l 17 20 15 17

8 6 7 11 15 12 15 16
11 12 23 23 13 12 11 1

6 25 21 26 22 2l 21 21

5 17 1 13 i 1L 20 7
16 1 2 8 11 15 12 7
10 19 19 2l 20 29 20 11
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Table V has been prepared to show the retio of U. S. imports to our exports
for individuel ERP countries, The countries haove beon ranked according to the
proportion of Ue S, imports to exports in 1947; date for 1948 and 1949 and for
the prewar period are found in adjoining colurns, The general improvement
during 1918 should be noted : emong the fourteen countries in the three groups
below 30 per cent in 1947, nine hed moved into a higher ranking in 1948. The
progress was not contimied during 1949. 1In fact, only one country, the Nethere
lends, advenced to a higher category. Comparison of the 1949 proportion with
the prewar percentage shows & very large postwar deterioration for every country,
except the United Kingdom, and provides a thumbneil measure of the further
recovery the Europoan nations must achieve to approach their prewer position in
dollar trade,.

Table V

U. Ss Imports as per cent of U, S. Exports
to ERP countries
(in per cent)

Average
Country 1936 - 38 1947 1948 1949 o/
Less than 10
per cent
Mustria 17540 Lal 640 6.5
Dermerk 21]-0)4, 6.7 11.2 )-|.09
Frence ).|.5.6 5‘8 120)4 11.1
Germeny 7045 1.1 3.6 5¢3
Irelend 8-).]. 3.0 7.3 2.0
Netherlands 553 6.9 14440 20,3
10 - 20 per cont
Bel gium-Lux. 7641 11.0 32,1 30.7
Greece 210 10.0 8.2 11,2
Norvmy 105,1 15.0 10.0 32,2
U. Ku 3'—‘-.8 1806 hS'LL 30.0
20 - 30 per cent
Iceland 82550 2043 29.4 2.2
Portugal 56,8 22y 26,2 22,1
Sweden 88.5 23.3 77v,il. 5698
Over 30 per cent
Svitzerland 253%.0 Le.9 6l.7 59.2
'I\Jrk‘ey 136'2 70.0 1’-].912 57&6
A1l OEEC
countries 532.7 13,2 23.5 19.7

o/ Nine months
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The 1948 improvement, it should be further noted, was chiefly the result
of & 20 per cent reduction in Americen exports, Sharply reduced Us S. imports,
however, were importeant in the retrogression during 1949,

These countries as a group represent the hard core of jimbalance of U. S,
and of world trade. MMajor efforts following devaluation may lead to heavier
seles in this country, but these nations are not oexpocted to be able to return
in the near future to the prewar position of paying for the larger portion of
their American purchases with dirocect shiprents to this country.

Leaetin America

The postwer period sew Latin America enierge as the principel supplier of
the U. S, market, Pert E of the chart shows the rajor increase in U, S. imports
from this erea, which reached a peek in the first quarter of 1948 and were
meinteined at very high levols through the third quarter of 1949. In the
prewar period, 193,-28, Latin Americs supplied 23 per cent of ell U, S. inports,
compared with 37 per cent in 1949. Part of this increase, however, is due to
the higher prices paid for Latin American products,

The abnormel U, S, exports to this areas in 19,7 ceused the trade imbalance
to reach very high levelss Late that year, and in 1948, most of these countries
instituted stringent import controls directed against Us. S. consumer goods,
These controls have been even more effective than indicated in the chart,

Teble VI shows the U, S. trede balances with individual Latin Americen countries
since the end of the war, In 1947 the totel imbelance was 51.8 billion, and
most important trading countries in this aree conbributed to ite The imbalance
in 1949 was at an anmual rate of only %600 million. Venezuela and Ilexico were
the two principal debtors, with sn anmal rate of 2500 million. The other
important countries, with the exception of Argentina had returned to their
prewar status with favorable balances in their U. S. trade,

Petrol sum companies supply the dollars necessary to support the Venezuelan
import surplus vis-a-vis the Urdted States. . llexico has cut back its U. S.
imports to some extent below the 1947 level, but more important Mexican expor ts
to the United States have not been expanding during this entire period,
Argentine exports to the United States in 16L9 are less than half the level
reached in 1946, Very stringent import controls, however, have cut Argentine
impor ts fron the United States to very low levels, which has reduced the trade
deficit with the United States far below the 1947 level, Brazil and Columbia
have both maneged to reduce U, S. imports and to raise their exports to the
United States, thus achieving a favorable belance in their U. S. trade for
1948 and 19L9. The Sugar Act of 1948 reduced Cuban exports to this country
below purcheses but a favorable balance was restored in 1949,
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Table VI
U. S. Excess of Exports L/
with the Principal Latin American Countries
(In millions of dollars)
Argentina |{Brazil| Chile|Colombia| Cuba ﬁexicb szzziizzds Venezuela

Quarterly
everages:

1946 -3 -12,9] =1,7 -2,8 | -12,8] 68.0 =3,0 23,0

1924-7 131014- 1490L|> -7 302 "Ll-o)vl 9506 —1'5 63‘3

1918 Lo.7 L.} -18.41 -10,0 16,6 68.L -9.2 60.9

1919 11.2 | -12.1f -6,3| =12,8 | -13.4] s5..8 -5.5 70.8
Quarterly

totals:

194,8-1 78.9 26.8) -28,1 -3,1 | 16,1| sl,8] -13,6 Lo.1

I 70.% -9.9} -2L.,9 13,6 19.2] 80.6 =7.2 67.8

I1I 15,3 -2.71 =19.5| -19.5 | -15.L| &9.2 -0,1 65.7

IV 3L.3 =304} -1.2] =30.7 L6371 69,0 -7.0 60.9

19L9-1 7.2 19.1! -19.2] -7.6 | -3.8| 57.1 ~6.6 79.7

1I 5.0 "1}4--2 "5 07 '06 -2301 57 03 '5-1 77'5

11T 2L | -l1a 6,0, =30 | -13,2] 50,2 L7 55.44

l/ A minus sign indicates an excess of imports,

Other Areas

The four major non-sterling Far Eastern countries 1/ have not recovered

their prewar position as important suppliers to the U, 3. market,
an average cf 17,6 per cent of imports in the 5 years, 193138
supplied 5,3 per cent and by 1949 had recovered to 8.0 per cent,

They provided
; in 1946 they
Because of

heavier U, S. exports to this area, a postwar dollar trade deficit has replaced a

prewar U, S, import surplus,
American exports to that country,

controls against U, S, exports,
prewar supplier to the American market, has been able to make but 1it
in regaining her former position,

Communist domination of China will, no do

ubt, reduce

Further, the Philippines have recently tightenec
On the import side, Indonesia, which was a ma.jor
tle progress

Prospects for a rapid restoration of shipments

to the United States are improved, however, by the recent political stabilization
in these islands,

1/ China, Indonesia, Japan and the Philippines,



RES TRIC TED «15 - U. S. Postwar Trade

: Us S¢ trade with Bastern Burope weas maintained at a high level in
1946 by eid shipments under UNHRE end Ue Se relief progrems. But this trade
has been brought to a very low level as the Communist hold on these countries

hes been intensified., Recently, in fact, the United Siates has had a small
import surplus, '

Comparison with prewar

This review has concentrated upon postwar developments in American
foreign trades In view of the interest in the prewar background, however,
Table VII is provided to facilitate comperison in totel trade and by major
areas between the pre and postwar period. The first three columns show the
actual value of exports, imports and the U. S. export surplus. Columns four
to six show the per cent of totsl U. S. exports, imports and trade surplus

accounted for by eech area for the 193L-38 period and each of the four
postwar years,



 Table VII-United States Foreign Trade with lajor Areas

- 16 -
xports | Imports Excess |[DistribubionDistributionDistribution
] of expartsjof exports [of imports |of surplus
(In millions of dollars (Percent)
All countries ,
193/,~38 2663.,1| 2233,8| L29,3 100,0 100,0 100,0
1946 97%9.5| L9oe.9| L8%0,6 100,0 100,0 100,0
197 15340.2| 5733l | 9606.8] 100.0 100,0 100.0
1948 12650,5| 712%,9| 5526,6| 100.0 100,0 100.0
1919 8/ 12484.81 6L,92,8] 5992,0 100,0 100,0 100,0
United Kingdom
) 193L-38 L62,7| 158.L4] 30L.3 17.4 7.1 70.9
1946 855.7| 156.L| 699.3 8.8 3.2 14,5
1947 1103.L4| 205.0| 898.L 7.2 3.6 9.4
1948 6Ll 1| 289.5! 3546 5.1 L.l 6.4
199 a/ 729.1| 218.5| 510.5 5.8 3.4 8.5
Rest of Sterling Area E/
1946 728.2| 820,44 -92.2 7.5 16,7 -1.9
1947 1658.5| 962,2| 696,3 10.8 16.8 7.2
1948 1359.0| 1095.6| 263.4L 10.7 15.L L.8
1949 &/ 12h2.h} 925,3| 317.1} 10,0 1.3 5.3
Canada
1946 441,81 882,6] 559,2 1.8 18,0 11,6
1947 2072.9| 1095,1| 977.8 13.5 19,1 10.2
1948 191L.0| 1553.6] 360.4 15,1 21.8 6,5
1949 8/ 2003,6| 1L39.9| 563.7 16,0 22,2 9.4
E.R.P, Countries
1931,~38 1035.3| 552.0! L,83,3 38,9 2h.7 112,6
1946 3278.L| 678,9] 2599.5 3.7 15,8 53.8
1947 5292,3| 696.6| 4595.7 31,5 12,1 L7.8
1948 L182.91 975.71 3207.2 33.1 13.7 58.0
1949 8/ L172,L| 820.L| 3352.0 33.L 12,6 5549
Latin America
19ﬁ2—38 L69.8| 518,L| -L8.6 17 .6 23,2 ~11.3
19 2220.81 1826,8] 39..0 22,8 37.2 8.2
19L7 L0é8.6| 2252,9 1815,7 26.5 39.3 18.9
1948 3358.2| 2500,6| " 857.,6 26.5 35.1 15,5
1949 &/ 2980.0| 22,8 577.2{  23.9 37.0 9.6
China, Indonesia,Japan &
the Philippines
193L-38 360.7| 392,3| =-31.,6 13.5 17.6 7.4
1946 938.2] 258,9| 679.3 9.6 53 14,
1947 1319,5| 3L6.6] 972,9 8.6 6.0 10,1
1948 112,1} L95.6| 628.5 8.9 740 11,4
1949 a/ 1151.6] 520.8! 6%0,8 9,2 8.0 10,5

a/ Annual rate based on 9

months dats,

b/ As reported by the Bureau of the Census, but excluding the United Kingdom.





