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TAe work of the Economic and Employment' Commission must in one way or 
• l ' ~ 

·' ~ 

another pave points of conte.ct wi th1 practically all the economic work that 
I 

takes place i:p. the specialhed age11c:!.es of the United Nations, .in the 
' . I 

. . 

Department of Economic Affairs of the Secretariat and in other commissions .-
\ • • ' 'I ' .. 

that-handle economic matters, such as the Statistical Collliilission. No .J 
.,_ 

I '\ ' I 
danger of,overlapp~~ will exist, however, if'the Economic·ana Employment 

.. 
Conimission adheres to the principle of concentrating its ei;'forts on-the 

.~ I . , . ' . 
general aspects of th~ problems; that is, on the general inter-depond.e~£l 

of the basic factors of steady employment and development, and·on the 
( . .. 

. . 
integration of the forces at work, with··particular emphasis on the effects 
I , 

1 ' /, .I 4 

of these· forces' as they are revealed in th~· aggregate' .magnitudes that 

char~cterize the national economies or the world economy. By following 

this 'policy the Economic and Employment Commission,will serve more or less 
I , . 

\ ~ I as the top of a pyramid l'Those basis is formed'· by the special~ zed agencies, 

the Department of Economic Affairs and certain other Commisd'ons. 
h ' 

·Considering tbe work of the Eco~omic'and Emplqyment Commission from_ 
. I 
I 

this point of view there is one task' which appears to be of central' 
.0 ~ • I ' ' , 

importance, namely, the organization of an inter-economic budgettstudy'. -- " 

In many oountri'es the_re . is n9w going _on work on n_!3.tional budgets. This 

work is' highly :bhport'ant iri providing the neces~arY' data' for e. wail: 
. 

R EtG9-!dtf tf~ti e economic policy within each nation. A supplement 'to 
• J 
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tnie .• work .i·s~needed LTl, order to picture in the form most app:r:opl"ia~e ~ . 

employment and development studies, the fiows of goods and se1•vices ·and 
t 

/ ' 
~ othe;r values, that .m.ultilat~ra.lly con..--:tect the national sys'l.;ems. A 'unified 

~ budgeting and accounting system comprisir~ these flows should be established. 
: f"'A ~..,. ~ ... ~ - ~jlt. • •• .. ... 

Such a budget study becomes indispensable when·the general question of 
•, . 

internationally operati~ factors of enployruent.and. dev~lopm~nt is raised. 
, I 

Arld there seems to tbe·no more· l'oefical;w~y ,of .organ!.ilr-8 such a study than ., 
1 • ~ • ... 

in connection with the work of the· Economic and Employm.e.nt Coi!l!ltission. 

. I 

. Important parts or' the data needed for such a- study have for the 
j .... ' .. '.t ' ... • l> ~ '\. • .. - ; ,. .. ,.. ,.-, :fo ,.. \ ..,. 

pre-w~ years been collected through the Ec,onomic and Intelligence Serv1.ce 
~ ' . .. .... ,.. .. ~ .. 

/ ·' 

of the Le~£ue of Nations.* ·But much.remains to be done, and in particular, 
# ... ' ... ... ~ 

., 

the·way of presenting the infol~ation for the specific purpose of the 
' "" <; "i" ,..._ ;.~- ' • ' ' 

' ., 
, employment and development studies should b~ considerec. 

~ I I " ' ~ 

There are so many different ways in which the elaboration of an_inter-.. . ' .. 
economic budget may be useful and so many poinbs where it may have a 

'" ~ -' '.( 
< 

bearing_on the work of the Economic arid Employment Commission, and in 

particular, on the work of the Sub-Commission on Employment and Economic 
..... .: l, 

' . 
Stabili~y, that there·will be ho questions of covering all this here. I 

""· ' -"', • • ~ ~ ~ J • .... .. ~ .... " 
1 shall confine myself to certain aspects of the matter that have a particular ., ' 

~ .. ' ... ' • • .;/ • .. ., " ~ ~'I ... 

bearing on the question of whether or not the inter-economic budget is 
. ' ' . 

~lanced ·and in what sense it ma.y be balanc:.ed. 
. . . .. ' . . ... . 
A preliminary remark may be in order, regarding the way in which the 

• • / , II ' - .* \' .'4 ~ ~ I .... -.., 

economic flows among the national systems could be classified accordi~g to. 
i. _.It' 1 "' .:~- • .,.._ • 

... Ji \ .. - "' .. ,; "' • • 

type. Tf1e classification may be considered in the following form (for any 
. ~ ~ .,.. ... . ~ . 't... • • " .- - ... ... .. 

If • • ! J' . • ~ , ... • 

given country or group 
!t k. ... . 7 ... • • ,. l, 

the amount in question may be an inflow or an 
~ - t ~~ , : ~ - ''· .. • .)' ~ 

outflow or a net-flow, that is outfl,ow minus inflow): 
.oil 4 "" ~· ' """ , - 'f' "' I ' - ' 

. 
I "' .. 7 ~ ",. ..._ io » :~ • ~ .... , . '\ 

* See, for instance, The Network of World Trade, League of Nations, 1942, 
and· Ind'.fstr1alihition az:~eign TY;!J;dej"-L&aguo~".o.f.;N,ationf? , .. _1945 ,. :both 
mainly the work of l~. Falke Hilgerdt. 

/'- ~ t ... .., '. .P J... ~· ~ #> f. ~ 
4 
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Current Items Pbysical Import and export of merchandise 
Trans- (Balance of trade in the narrow sense) 

Amounts 

actions ----------------------------------------------------~--Rendering of physical services -· 
("services proper" such as transportation) . 

Total physical transactions 

Yields of capital 

Total current items / 

,,. -.. 
Payments To be charged against that part of the 

- (Mqvements of current i teillS that are to paid for 
money, claims------------~U~n~i~l~at~e~r~a~l~f~i~na~n~c~1a-l~t~r-a~n~s~a~c~t~i~o~n~s~-----------------.~ 
of all sorts 
and gold) (Donations, emigran·ts transactions, etc. 

Non-Payment 
Items 

of money 1 clai~s or ~old) 
Total balance of payments 

The countervalue of unilateral 
transactions in kind 

Writing off of bad claims • 
----------------------------------~6~---------~---------------· Errors and omissions in the 

statistics 

Total non-payment·items 
\' 

Physical transactions are here taken to include both goods and services 

proper. All ~ovements of goods and services are to be included regardless 

. of how they_ are· to be paid for, and whether or not they are to be p~id for 

at all. The balance of physical transactions may therefore, in point of 

principle, _be looked upon as a closed system all b~ i~selr', entirely 

independent of whether or not information on payments is availabl~. -~In the 

case of merchandise, the only thing one would need to know is whether it has 

passed from the possession of a citizen or an organization of one country 
l_-:- c - - • 

to that of a citizen or organization of another country. And in the case of 
'1'.1 -

a physical service 1 the question would be whether it has be.en rendered by a 

citizen o~ organization of one country to the benefit of a citizen or 

organization of another.-

/Part 
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- Part-of the ~hysical transactions are9tO be ~aid for (business 

trans~ctions) and pe.~t of Jli~em a;e _not to c·~ ~~iii~for.·- Fo~ 'those physical,, 

considE1X' pA-JTfl'm·t as tak:in.g place immedJ.ately upon delive-ry of the good.a and 
--~-·;---"~-· . ' v - • 

aerv:i.cds': ~.i:t:i_s rer:~o;.'ls that; the comi_:n.g 'into e:x:atenq.e of all so:rta of claims' . ) 
. .,. ~ .. ... 

whether priYate or B:OY6l'T..!:lental, must be h.v::-1.;.,dcd in t::e balat:1ce of paymen~s~ 
. - .. 

If actual collection is effected. oniy a-t? a later d,.rte, -t!.;:i.s collection will 

c ~ 

&.l?.:t~~~!..~~!:~ .. ~s to ~ay, it ~a a trai_lsaction that does nu~<c~noern the-··: 

balance of physical trru1uc.ct1vns at all.* L::.ke~-rise·, tlle writir>..g off of b.e.d 
.~ " • • • : > 

-
.. -C:laims--w111· only be- .. a transaction bet;ween. two accoun·t.s in.-.the ·financial_ 

0 

.. ·system· • 

.. ... .... _ .... _.Tb.e .. totaL.bale.nce of current items must, for ·an;y given period of timej· 

·-equal the- total· bale.nc~ of paymsrita_plus the total of non-payment ttems, 

excluding how~ver t~e ~~.lateral financial transactions. Net lending or 

borrowing (inclu<l;ing in this tl::.e coming into ·existence of any kind-of ~laim) 
•· 6 --~.. ... • - - ........ - •' . ... .. . 

Will be the same as the t.::J'Gal balance of pe.,J'lOO!lts. Other conceptions_ of the 

clas~ification a~d terminology a~e o~ course possible, but th~ above seems 
;;._ ... ·. ·~- ~_,' . . . . --~. -

rather reasonable from the vie~oint·o~ a general inter-~conomic budget_ 
:,. . : . ·~? .... : ' ~ 1"1 

analysis., 
~ 

For any me.gn:f.tude entering into the above classification, the 
- ·. .· . .... ::- ·' .. -..: '-.. .. _, )- .,.· '. ' ~ 

multilateral conneotions may be exhibited in a matrix similar to those 
. ·: :.'-: . ;., . ' 

I ';,) - . . . 

exemplified in ,Tables 1 and 2. The figure~ are taken from_ Table 44 "1".ae 
• - ' :' ·: "!'_·::·.. . -. 

Network of World Tr~de 1 " but they are P1lt. up in a different way. 

The figures of Table 1 represent only merchandise movements while from 
. , . ., , . .·~ I . 

-
the viewpoint of inter~economics, the figures representing total physical 

* In the· orthodox terminology the term "capital" would probably be used.' :for 
what is here termed "financial capital". In a general· analysis E!UCh ,a_• 
terminology is confusing. We must be able to distingU.ish between _.... · 
":financial Capital" and "physical capita.J." (aapi~al ~oods). 

/transactions 
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transactions would fo~ many·purpose~-be mope relevant: Ks a rousn indication 

· o,)f ·the"'·inter..-economicft~struqture~ ,and-as-an e5tample "7'(jf ·the .,t&chri1qu"e'·-cir ·- · ·· 
' ' -

r . , .a 

"If the sum of the elements in a co~timn of Ta.ble 1 is larger than the sum 
.. - - o;; - ~ ,. ............ - ..,... --"- .---- - f 

of' the elements 'in the corresponding row, 'the country {group) in question ma:y 
- " 

~be calt'ed a s·urplus country (group). The ·difference between the sum of the 
" . 

column and the sum of the row for each surplus country bas been enterea at 
• II> ' 

the bottom pf the Table.-.. ~ the oppoai te ce.se, the country (group) may be , 
called a deficit country (group). The corresponding difference is entered· 

• ~ ~ T 

to the right in the Table. These differences entered Ed ther a.t the bottom· of 
I 

' the Table or to the rigb:~ may be called the net merginals of the Tf!.ble or 
" \ 

shorter, the marginals. '" The sum of the bottom marginals must obviously be 
.. ..-.--.oOt<-._.. ...... ---~ --·- ---.. ~""~~~< _....,.. ........ ~ • ·- ._ .. _ ... -.....- ~ -.- _.._ • ,, .. <"' 

. eci~ .to the· :s;:n; or -~ri'Bht-it&;Ci-~~Sina·l;: The~ tot~i"~;-l the~~~·sum; - in. 
' 

~""r """'"-- ........ ..._-----.., --. 1>1@,_" "-·""' l:- • ~-..... ... ~--.. ... ... _, ........... ~-o;- ----r "-*" -- .. -• - ~ • -·. 

it ma:y be called the absolute skew.n~ss. ,The ratio of the absolute .skewness 

to the aggregate volume of the Table,.- tl:).at is,. to. 3261 - is the r~~tive t 
... ' .... Y-.,._- ..;;11'" l. 0 . .. -• :;,_ ....... , ... - • . • .r 

e~kew:p.e~~; iri _the e_~~p_le_,~304/32.§1_: _9_.?/P. If the Table consists exclusively 
"' ..... ~ ~~ '~ .----: ... ,.,\ •• • - !....,~ 

o"r non-negative numbers,~it.:can be proved that the rela-tive skewness must be ... . ~ .. 
a number between ·o and 10\/fo ~ It ia>. 6 ~?hen and only when the Table 1a 

completely ,b£~.lenced,,-ths.t.1s-whe:n each_country_(group) ,~considered as part of ·--' .· 

the multilateral ays·tem is in balana'e. 

Table 2 illustrates the similar relations th~t exist between.the import 

figures. The differences~batween the two sets of figures in Tables 1 and 2 
(.1 ' .... 

are due'mainly to the cost of transportation.. It is remarkable that although .. . ' 
i . • 

the elements of the two tc,l.bles show con:Jider~ble differences, the marginals 

ere not ve.ry different.' 

The eke~~ess as here defin~d also exPresses the mmount of outside 

payments tha:tfs needeCl.in order to make posaible.the-trad"e" oftlie-iatrix in 
" . "" - . 

-q~est1on:-- 'Iri"]""artlotiiar;?Wl:len~tlie -figUres '1n ~tneA me:.trfx~;pe"}tatii to the total. 
·, - ,. ........... -

/Tabi:e I-
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Table 1 .., 

Merchandise Trade Matrix 1928 -
:r(Ba~ed ... om f?;K:po:r.t~·figu~es> ·•.not dncluding transpor-t cb'sts)*·: 

1 

)· B egi_ ons:· of. '· 
recent set-
tlement r • 

6 Best ·of· world 

. . . .. 

(. . ·t::.' ... -""'l• ' ~-:.. ....... ; .. r !'..,.-t ... •· ' ... ..... I'" .. "" ::"~ .. .t !• l' '· t. ' ). . ._ , ..... - !! Total 36 )16 j81 
.133"'·-·;c"l2lt I' ,:;.o. 

- I 
• J 

! ! 
~·.Surplus" 

... l . ~... \ .. ... at 

1 Tropics 

2 U.S.A. 

3 

4 

5 
Europe 

I 

I 
Rest of world . !'-

.# ·~.-· 
i 

l . \ 

n.i39 ' 375 ! 
' 

I :t .t:-'tJ ;·. "" 
.. . 

~! 

~ 

314 I 

! ~ .. - ' 

.. 

3261 I . - -
I .. 

1"1 -·· ;,._. .. 

'.'']68 t 

I 

*In tehs of millions of dollars according to the parity in force in 1928 

/balance 
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balance of current items, the ske'l'mess,is en expression for the emot~t of 

interu~tionul lendi~ that is needed. ~Ais is another point wh!ch e~g0ests 

tl:.e fru:ttfuln.eso of the r:a:-tiuneter desie~ted as the skew~ass e·::ld. :mor0 
' 

generally 1 the fru1 tfulneso of .e. set··Ull as the o:r.e exempliffei i!l Te.blea 1 

and 2. 

similar matrices mE.y be coll1!ttructed. for o.thsr ser~s of ficures. I':l 

particular, it :may be d.one for e.ech ot several impor"ta:J.t co:m;nod.i ties or -
services, and aggregate matrices may be oonstructei for ~£~~ of co~odities 

and services.- There may be· groupings on different levels, tha~ is we m~ 
. 

uoe a pyram5.ding e.p:propriate· to each type· Jf proble::n to be cliscussed. 

Still more importar:.t, s:b:nilar matrices may be ccn.strncted. for. qua:J.ti ties 

- "or amo,mts that are not actually trtd.::d but are for potential quanti ties or 
. 

amounts expressi::.'lS the J?OWer a:ni willi~ess of the several couli.tries to 

engage in the tradins. The figures of such m~~rices would have the character 

of estimates or forecasts or pl&r:L~i~~ figures, all depe~~irig on the nature ---
of the systems of' tra•iing that, pr~ml!l i:l the cphsres 1::1 ques"t:i.o::l. 

To arrive at maaningful figures in suoh pote~tial natrices may of cot~se 

not·ce ar. easy task, but whether one likes i~ 0~ not, the problem of 

constr~cti:Pg such matrices .mt'tst te faced if the de~iberatic.:ls on ho\f to 

achieve rull employment, economic stability ~~d repii devel0p~~nt shall be . . 

car:-'ied on in a consistent and systematic ".iay. I:n.deed, much c.:f the 

-reasoning in this :matter d::>es ta~::e plt:we as if it should be _pos ... ible to 

construct such matrices,· so it seems better to face the illl:;;>lic.:>tiono of 

the reasoning used. 

I shall not go into detail regarding the i~ter-econ~mi~ bu1get 
. ' * 

considero:tiona that are the most important from the vievpoint of development, 
' 

'·but I would like to ~e~tiori a few thir.gs that are import~t from t~e 

* An :tnterest1I".g summary of some major problems from this vle~r!?olnt is to. 
be four~d in "Industrialization e.nd Foreign Trade, 11 pp. 35-40. 

/vic~rpoifi:t 
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vie11point of e~ployment and stability. Some of the remarks I am going to 
' 

make will be more or less -familiar to everyone who has been thinldng about 

economlcs e.long modern 11.nes but for the sake of systematization, it may 

be WG~l to state them explicitly. r· 

Fr·om the above defini tion>3, it is obvious that a--:.y deficit 1!l. tJ.s 
-< 

physical_ balance of t:':"a...""lsactions iiill a.J.ways be "p~:dd f,)r" i!l one ww· or 

? the other, but that coes not me~n ~f course that this deficit is\wlthout 

avail. Much depends'on how the deficit is accounted f~r. We are here 
! 

confl~onted with the general problem- of the effects of in.ternational le:ndir,g 

and bor~owing. 

On the one hand there may~ of course, be circumstances u.1.der which 

sizeable international loans may be highly piofitable both to,the lending. 

and to the bor'ro•;·ing coun.try. This ;nay, 1~ particular, apply to weli founded 

long-term. developfuents. The economic histcry of the United States ia 8J;l 

example in point. 

On the other hand, there may_be circ~stances ur.dsr which there is less 

reason for optimism regarding the whol~~ome effects of in.te:r·:J.ational lending 

on a large scala. In par~icular,• t~is applies. to.the employment prob~em thgt 
' . 

confronts· U:s in a world of· several nations wanting to co.nr:luc·~ thelr affairs 

to a, consid.erable extent on ths "laisaez~i'aire" pri!lciple. Even in this 

case the intervention of i~ternational credit will, of course, ~~cohl1 out a 

skewness of the trade matriY., and thus ~emporari*y keep thi~s eoing without 

trouble. But if the trade. skewness is ~ot compensated wi~~in a reasonable 

time by ~ movement in the opposite direction, tho, tension is, through the. 

creC.i t. system, alloved to acct1..•nnieto, thus intenslfyins the :cUfficulties. 
--~--

A similar sort of difficulty is encountered in buffe~-stock ~~cu~ement3. 

r Once. started, such accumulated te~slons will, through their psychological 

and otl:ier effecta i beg:!.n to exert a peculiar. influen.ce of their O':m. Indeed, 

when the tensions have reached a certain point, the aebtor cou~tri~s {or 
' 

/debtor 
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debtor. group~) :w.1U try_ to, cons611dato their fiAailcial positio:l_ by attemptinG 

to pay off debts. And the creditor countries will ~lt to safegml!'d their 

finar.cial post t1on by i:lereanding cash reimbursement as loB:ls f~_ll. dne, or 
Q 

at le~st; they will ~~t to switch to more liquid investments. At_the 
,. ,. 

sOl'le time they will try to· maintain home employment by inipeding .imports .. 

,Alr.this"will create the paradoxica~ down;rard spiral where.ench countr~, 

through its efforts to strenthen its ow-n financial position, makes that o"f 

the others '""o!se and gradually makes the ir.ten;ational flow of goods a."l.d 

services dwindle. Oi' central 1mp:6rtance· in this dev.elopmef.lt .ls. the lac~ 

of: bale.nce of. ·t~e trade matrix as expresse~ by 1 te al:e1rJ?.es_s ~ 

At the p~esent.·moman-t;, these depr:3asiva :fa'ctors _in world- econom.v do 

not show up to-e...-w great extent, cace.use they are counterac_ted by oth9r 
' ' - - - " - ~ -

factors, particularly by the fact.that there is now a shortage of goods and 
. . . " .. . , . 

excess de::nand nearly everyw~?-ere, ... as a consequ~r..ce of 'the. w~;-. But history . 
shows, that such peri_ods always give plaqe to periods of e?'~ess su;>p:J;y, end' 

~~en the-depressive effec~s of the maladjustme~ts in.intern~tio~al trade­

will manifest themselves in fuil 1f.t~ey are not forestall~d by appropriat~ · 

This si ~uat1on -~~.must bEY prejared. to tleet and we ~:euat 6.::-...\:e .. preparat.ions 

-in ad-._.-ance _because th!. problem of. counteracting the __ vacuum of- de-pression· is 

so much ~ore difficult the.n the problem of keepi_ng the dri v!r..c force of an 
expansion under control~ 

_The essential poi:J.t to be remer:ibered i,n t~fs. connec~1:en is t!lat. 

, international lend.1r..g, if it s~all be SO?J:d in the sense .o.f. not 9arryin8 in 
. . ..... ~ .. ' . ·- ... -

it the .germ of an internationally contagiou~. co::1traction~ must' b~ 

expressible in terms of a planned or with great proba~~~Jtz fo~eca~ted. 

·time shift in the import-export be.let."l.ce. Any amount of skewness in the 
... , 

- t~ade matrix must ~e justified by_ such cons!deratio~s if_ it shall be 

consi~ered a sound pheno~enon. From the vievpoi~t of a lend1~g c0untry, 

/lenC..!ro.g 
-.-.-,: 
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lending_mus-t corres;pond·to·.a,n excess cap~city to export at the tiln.e of 

lendir.g, ar.d .. the paying back must' correspond to an' e;:cess capacity to· 
, - - . ~ . 

import, a~ . th~ time of p~yi:ng back~ Anti vice versa for the !lm:-r(Yw-1:;:-.g country. 
' 

When due accotmt is take:l of a ple.nned or \<Ti th sreat proba'::>111 ty foreoLs"bed 

ti!neshift.s O:f' this . Sort .;.. barri:ug oUtl"ight gifts o::.• J.e:::..d.-leaEe a:r•rar_.geme!ltS 

a r_easona'bJ.e, degree cf co:ns:tsteili~Y' .betwe_en da;m!:'.l').d and supply of goods ar.d 

, services artJ.ong cotmtries mu.s~ be achieved. 

Such a balance is a necess~ry:condition for the successful application 

11 of a gener·al_ policy, of full employ111e:ut. and economic expansion. True enough, 

i.f sensible counter-deprasstve pol:i.M.es:are applied within a given cov.nt;ry, 
- ,.j • ' 

the si t.ue;tian wi 'thJ.n tha-t;· boun.tr-y a:nd to som~. exte~rh, the "iTo::cJ.d si tuaticn 

mE!-Y b~ allevia'l;ed. But "tihis q_a.~ .only .be a par·tial meastTe when subs·t.ant1al 

' ma.le.d.just~a:n"ts 't:etween the 1JOvrer e."ld willi!lg.ness to .expert and the power·and 
- ~ . ... - -

willingnes·e to in:.port exe .allcvred, to subsist ... T.'...:~ nature of. the maladjustments 

that 'ln;ay exist multilaterally between the figures e;xpressir.g.these potential . . . - ~ 

exports and·iaports is t~herefore a V0!'Y essential fact from t:h.o vie'ttpoint 

of e.co:u.omic-stabi!.ity and. development, and the structure of the maladjustrr..ents 

·.in suoh f!gu.res if;1 an ~.po:rtant field of study_. It not o::lly otfars p-:-actical 

Ptoblems of how. to get~ the. relevant et~tistical information, but also reveals .- -

:. problems o! princip,le cf a rather funC:,amental so:r·t. Ind~ed,. 1 t turn~ out' 

that malad.justn.ants of this sort·. fall i.nto a number of distinvt. ~ypes that 
' ' 

are ~ery. diff~rent so f~r as their de~ressive effeots a~e .ccnoerned. Some 

' 
of them are of· a.rat..her benisn-:sort, l-fhile .o!~ars' m~y be high.ly depressive. 

~ 
A .close!' study of' this situation· is not posaibJ.e except·in matl::ematical 

·- . - ~ . ' -

' ~ 
terms, but .a-rou~ idea. of ... t~e situe.~:!.on IWly be obtaiz1ei .t!lrough a PU!Posely 

si~plif.ied numerical e~ample. 
D 

Tc.t:!.e 3 ~ I' 

.. 0 5 lJ 
3 o· 2J 

-8. 1 0 f 6 J, _____ 

5 1 l6 
/Coneidtl!! 
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Consider the three-country matrixj~ Table 3. 
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The two first countries 

are surplus countries.:::and th"Ei' l~at, a ae~fcit courit¥y. The marginals are 
.. - -~- . • . ~ • • ·~ t. ,. 

- : \ "-""t' • I • ;- ~ ' 

indicated a~ in_'rab~~s 1 and 2: ... Sup_P..ose·~at the~figures represent what 
' . - ~. . . ' . ' ' ... . .... 

lll~~.., ··.{t· •• r , ..__r •• ,..,. -t-. "~ (II r• .. .., •t- ~"'. • ;.· :. 
remail;l when· that part bf ~l:le·: 1n~r-t:~.~ad.e that can·be ·transacted by'meims ·or . 

. . . . . .. ~ 

aoun{1:nte~ti8zial!6~e<liis:iUia ·b~en:suil€k~teci: -.":.'Tills me~~ that2'!n:~ome ;, ... 
~ . . - - . - ... ... . .. ' ' . ; . .. . . 

way 'or·' anQthef~th~· he1lr~s ·:!i?t~~0~tr1x .kust" ~;-aci~~stea~~·~o a'S. t~·· ,b:tins jiO 

the matrt~.'illlt5 bU~o~?.· _.'Thls 1 t~;i~'~p~o~~hhe to ~o· in 'maey;ia;rs-j' ·r~i .:.._:· .J 

ins~Q~:~ bt- i(~i~te~~ 9f-:·P~~tti9~!'8.<i~stment -s~~im~o~~~:~-~Thkt · fs:·t~: G 

BaY., t 'by ·ip~*i~ :~-~~rt~lii~~ t'i'Pl.i~P ~ ~~··thb'1~ottil~i~1.t ifitPSrt · r1~es 
·' . . . . - . ~ . ..... . 

~m~ ~oktr1~ iii&\4?J:1a·ti(e(r~ini.lib.~t1l>ii$~ ia tJ.it tli~--~C$te~tial· t!lgui.~~·~ ;; .. . . ' . '• . _. 

fr~ ~o~tey .Nliibef12:: Jt~~ Lf'tam n~t .~i~ouaains ~i-pi-ac'ti'oai"'Tri:iaa:tbilitf 
·' · .. .)':- -· .:·· ._· ··: " 

. '~ ft''f!"'..,.}'i.:l; '~ '\ 1 .- ...,.'l. -.-,.-.J ~ ~ ... . ...,..-.. r.:"': 4 ~ ... '!'f"ft~V ~~- .... ~ .• :~ ""' - ..,... • · 

of. such ~n adjustment. ~'""I· orllj'_ w~t to point ou:t.'~e;Jtheoret:ieal·aspeot~of, 
;~~~, ~--f .~ ,.'» ... t .Jt• 4~,!-:t. fl ..;,-.. ~l't ..... ('f ........ ~ •• .). •J ~-';- .... ·~ ~~i:~ .~... _ ... ; ·,• •••••. the'·problem. ""' - . ~ · ... '~ " ... - - . -

r_ .. Th~r"~bsolut; ·~t~des ... ~f tile .inuit1:Prf~ri~tb! 'be·~L_pp~1~d .. ~ ~ ~bviblfsl.Y 
"> ' ' • :J." • • -~ • , • - ·-

... ~. -.. "'i .P- f ;; • f + 
!lnm.B.terialbecius~ "lit '! ~ertain ·s~t pfr_th~m' ·'bi-ins£{'tiie matr'lx into(bSJ.enee~ J 

• .. • rP • ~ ~ ' ~ ~' 

aisy."'' ~{,that ii~ il~J~ ~16t. t!ii~t-crrinclr ;""~;t !hsb 181 lfe· a ~Sian~ed~ilttrix:··:-. 
I~the~·exlidpl.t,:)_f6t-25. "~ 5\ foriit1uc~1 a s~'t'~)rtmuit1pile~~1~--.Th~t·1·s·,-~ ff'~ . . . :. . .... . . ~ . 

we mult1pli'11l-;t-rite\ fc~ltbmdb~~·r~ ·thel'8e'bortd·b"y"~25'1ahl'thelthi1d. b{5J:;, ! 
. 1. "' 

I 

we get a balanced ma.tri~. Carrying ~,iti't.b~ lJlllltiplication, we get the 

results of Table.4: l. (# (· 

.. ( ... 
-- '.J.,_,._ ~ .. ,,.. • ""' '"'·~ • 

.,......,.,. Te.ble ... 4 ..... ..,_. ... ~---
' f 

t. 

If no amount in the new matrix shall exceed the oorrespoilding element in 
II ~ • .,. It-or\ ~~-:.. .L.:t::!-1 ~.L 4 ~ ~.:' )" "' ~ _. f'! 

the old one,· we must .;. in' ordeio-.-to'have· the< lai-sast possible total trade -
• :~ ~ t- ~ ·..,J ;,..- i~ ~·$ ~ :---"' coi.- • , .. ~ -\o-4-+' :; ...... ! ... l...; .:.. • r ~- .... .l..a,._-,. ... ~~, 'r r 

take. i/5i._ot: th~~ ~bere ot the· eiemerita '-n !ra~ie a.-· 'l'his will-=make .,the· 
. .. ..... _ ~-)~~·!,.~ ~: - ... ~ : .;"'~ !. l ~: ::~.'1 1 ..a....,·.!;":., -t.-.. ..l.;: .. ..,.~_~ $~ .... '"-J, ~ 1' ..... 1 ._ ... 

~laments in the last' i"ow; equal:-t6 . tlllit they were originally (that is . to. say, 
. ,\r ,. J'i ~ :-~';~ .... ~ ~(tt_, '""·1 -"A-:- ,. J f'~.. _-,.. t. '" ' \~, -~ . ' 

they will-be the·~~Um f~cto~~:):while the~other elements-in the-adjusted 
: t-·1- .. l ... . f i... ... t ~ '." ~ ~ - " - ~ "(:,... - J ... +. :'- ) j i "?.. t :. f ... 

matrix Wi.li-·~~- ~~Diailer'ihan :i.n .. the''orfginal.~matrtx •. The result -is indicated 
. il - '""4 • .. I) :.:- : ,. ,...':. .. t .{' ~ 

-~ -T~l?l~ 5. which is a mat*ix in complete bala.pce: 

/Table 5 ... 
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1 ~~~.1J:,-:: ........ -= . .t~=-.• ~·;...~_. _.\~ (·-~ .... -:r ~, .. ~· :r ....... ~,·Table .. 5 .... "" .. ·.t«t-~""'r-,-r· .. ,. ~ •-V1'*+ A~. ,; ,Aoy Jf-
..... _,._- _.,, ....... " '"'"'-' -.... ll>, ~-~ ... -• ...,_ ••• t ... • .. ._ ~-J ~ \, ......... t .......... .i ._.. '•,.i$1.~ "'l.....;..v-4 i. .._.~~ 

• t'!l .... !"";:;.·.:-..~:;: .. ~ •. ~ "'>q.qo .... . n .. 2 •. ~5"" ... l.90t.,. .... _ ....... ~""~?'•- .. - ... _ ,_ 
• _\A, "··o:·94"':'· "':l-''6.~oo .... ,v-... 2"!'od ... ' •. .,. ·~"'- 4 ,..,.,.,., .Y ._,~._,_,"- _,,. ~-. • • 

• +t<:.1W :~.;~· .:"'~!::"~~ t .•-,:~3.:?~-~" ~."'. ~9·~9":!~ • O:OO :-- .:-_ fii:A!::·';. !"Lt ~ ~ !'::-~..;:~ ~< •. • 

The_" ~s.at~ .. !C>,~~.!'t9f~rt;n~a~.zt.:m~~ ;~~~fej~t~tJ ~ ~~~et~~s.a~.:19 n!~~~ . 
• • 1 • • 

1s"p~tt~6.:'fh _o~::tt!la ~s~esf!-~~:t;".Ptum~~ilf'!~eerJ'~r~y;.~~~~i~~lf~~r~~~a~nfoi'j~~ ... _ 

.,:!~.~· c~ p~ p~o!e?-: pp~:t ~~~¥f!;e~?·:::~f.:h£!r ~~ :~0.~~{ ~4~1 c_<?:t;E,~S!'~on~~ ~-<+ 

col~ >:a ;~tz:ix ... ~s:~-~Bt:d. !~S~~~~~(1of~h?! ~~~tn~H~!.~n tj~ar~1 •..• t... t :;·: 

dis.~riE~te~,~-th~~~'l~! 8~ ~P..e~t~F2Ht!s ~~.t~~~JJt~S~ljiJ~~~~b~r.~, ~~ •. _:La:~-~" 

al~~~~-~J?<?B£3! P~~~?' t2 .. ~~P.-dJ~:rs~l:o!! I?o~~~t{.:r!.t~~ lill~!~r~~~~aJ ~H·h :t>~+~9e. Vl" 
"'- ., v ~ l 

the~ .. nte.t~~~. r !!-~~~-;.~~sl."~~~~~ '!,~ ·~t.!~W§ ... ~b.~t~~r-~~-~ i~_fo ~~~~~c·~~~!t> be 1~ ;1 
" 

v~z:Y.:.~~.l?~!l~~v~;9P~:,,{~ ~~ ~~-~!l;~au .. ~~,!i ;~~ t~~t!l Y.9.tlml~;' 0·f7·~fe:fs.~r~1Q~g Je .... : 

b~_9~~ ~!lb~_t~-pi~!~rds>~ J!pm,;.!~-~~ ~f ~ft~_,orJ§~n~ll!;;z.::.:1Gt"_,.I-, :-- ...:r'l;:r. 1 
. \ 

Looki11g at the figures in Table 3, it is seen that if we gi_~er~P ... rt~~.f 4 
• ' "!'~ .. * "' ~~ ....--! • .1"~ .._ 

c_op.~~i~!l p~~P!.<?:Pe.;t!?.~!!~;J;Y,1t!~;~;a~.1P!.f ·f~e.:~j;pr~:E- ~Jl.r~.}.~::a~."":hat 
r • ' • • • - ~ .... 

-

~~e.! tp~-~1,. Y:<?}~~;· _ot:l t!_t;PS~~-~~~!l~J:~~j rrj::~:;j 1?ftl!'1 ~! ,a .~c.~.~~~te~ ~<?,jiD~·!• 
• • 2.. • • • ' ' .• - • • ~ 

n~~i!-y.; .~e.: e~~~~~j:l·' ~~1-P!?- :i.s1 EoJl~~n~~-..:~~\-fh,_~.t~a~!!~l ;~~ji_., ;s£ ~·J3:i fh}~: c~ , 

o b~:- do~ ,1 !..o!-'. ip.~~~2~·~-~ 1>~.;. r~~~lf..C J,!lS~l te~ .. :fi.§p.;~ ~.' b!~ &d. ;~a, ¢~~~1:" f1~~~~.': ·. 
I 

1 }>Y.'l.l:J .~.!~l'f3~;ves,'t!~~.--:re~!l~1r...Slto.!ffl,.,a!P ;tap~~i~!..~h}.Jj J.~,prl::n~e.dJ.: ::. :~··-: ~:'· 
' f ', .. ... 

.!'It :t·:·r. ~t-.· "n?i\1~-.:l..-;~!!'~,:-\! .T~pl;_e,-:6trtl•-"T.l.':!i .. :.i"t:J.;....,. ·.!,·~:.:;_:t;....,· ,. ....... , .' •· 

0 5 1 
'3 0 2 
3 0 . .,0+1';' . 

. i 

: . .* '"~~~d~~~ ~":~' 
£. 

' • "e . ('<'t , 
He:r:e no element is large~ than tli~tc.En:e·apon~}.ns element in the Table, and 

!o ?r· (:1 ... ~-
the aggregate amount of transaettons ..... i"s'?"now .. l4-as .. against 9. 39 in Table 5 

.:~t.·t~~-."75.1~ oe.,rr!~r.~:l'I"!r'"" ""!::t £;.-.~~'::'., .r_t#:::-i'~ ';v:-'·•-. ... ,._.._,_ : .... -r-•- ..,.e. ~-''"·' ~.o .-'·"' · and 20 in the .-origi'iiB.l matrix. ·,· .- · •.-·· · ·h.,., · · ~. ;--"-' ••·· " -' • · ~· \ 

... t•!. .r--r· f..:.~nr -:tft(!.}.:!'>~ :t;~er'i'Il!.- •zt 3':f'lJ" !'>'J 4 ... .:>-.·· fl]: _ :fn .... ~-·.- ,:vo-- ~.:·· ,.. ;· 
· l:n the· general case,· ft tlirns out" that ·~rometillia·s ihe·nature ·or tne ·-- . 

~~ • ~ • • ...r:l" . t • " . 
ll-t r - ,., "d : ... ;.:. ... !". !_; lJ~:£-- • .:. e_d'..t.:.~ ~·j:. ~~:tt."!'"~:fl!-!' ~·!"i.t ~..} ~·-~~- ,::""t.f~~ f"~;:t ";,""' r~~·~ ~ r • ~ 

skewness· in a given matrix is such that it is. possible to oring lt into, 
'"'\'tl: '? ! :""~J:!) \ \I~~~:~ ... "J-.f-7': r~f~f -; .--"!1 .t k.~• 1 't I~:!;'t"' •;~-,r /tt.t'.i ~ ..(.& nJ: ~ ':~ •· · -· ·· 

balance by only reduetng aggregate tr?naa9tions by.an amount ·equal ·to~tne· 
;, .. , .. .. 4' • - rf.. ... "' - "''"' , ~. • • I' & • l ' " - . < • 

~e'wne'aa' {~um 4 ;;f ".tii;~g{J'J:a' ~~:~on:~ ~~fa~):''··:;;_:.i~ ~tf"tifl ~~~~ ~ia 'tbL. say ·:: .. 
t~· ~ .... _! f'.l:. ~! ;-: .. •"j .• ~ t·.":: ·· .. ~ ..... ,:tr~·"'«f -:L-! -r. -:-;..•-k_ 11!~ ·~..t· 11· r-J ~ ·( ·, ......... __ ..... . : ~i "'~-:r ~1·. ·f ~ · ._-

that it is possible to reach a oalaticed state by using 'first .. order - · · 
· - ... -~ ~ - ·· w·· .-~ ~ " ~ .- · it - -• ,:.. - I : · .:· · · ... · ~. ... · ~ · · · .. . .. · "'lreducttona' ·•· 
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reduc7io~s o~~y, that is r~ductions which are such that tha aggregate· 

vol'U!l'J.e of transao.tions is reduced o!lly by t.b.e sama. a:ro.ot.mt ·that the skewness 

is rcdaced. In other cases, it may be necessary to use second-order 

reductions, th~t is a reduction that will reduce the aggregate voltuue of 

transacticr.,s by t;r!ce the amount by whi.::h the skewness is re1.uced. In soMe 

cases it may be necessary to go to t~~~.r\1·-~r~ . .E:!: reductions, ani so on. 

It is im.possi ble to dis(,uss the.ae •various casos wi tEout so~e mathemat:.cal 

apparatus~ A general lllf'..t.'bhematioa.l solution is as yet n~t available, but 

certafn rules that will cover t!ie pract::.o<:d problems are knO\m. 

-F-.;.rt'ber, t!l3l.'e is the problem of stuc.yl.ng v::J.at can be obtah-:ted by 

inr.raacing so::t.e of tr;.e eJ.ome::r!ja. - ~· 
.Ane. there are also othe=::' g.-:;:nerali~e.t.ions 

to be co:r·.~ic.ered. 
\, 

1). 

'vli t1:cut ente::t:lng into fur·::,I;,.er deta:U.s, it wlll be obvious tl1a.t the 

avoida~co of' df,pressi ve maladjustx.lents of thHl sort is very essential from 
\ < 

the V:.i.!.'Jvr~:>ol;::,t- of e;::p loy:.tt2-r..t ani s\ic.bi.li ty. The d~Yelop::ne:nt of the 

unC:.s~ .. super¥isiov., and -v;iJ.en TJ.alad.Ju!:!tne~:rts d.ev~lo:p, t:heir nature .:. th~'i!.r 

' . 
"dc.tiger t;;"!)e" " from the viewpoint of m:J.ltilateral baJ.anc'i!'lg should be ·•~ 

clearly u~dcrstood. Meazuxes that are appropriate for counteractir.g certai~ 

' Light on t!1is ma:~/;3::. .. is ne,;cBRmy l'·oih from the :ie'I\"FCil"Jf; of sy:.:;.chronizi!'lg 

COU:r~ter.:deprE:SS:i Ve meaS~lrAS in t11e v·ariOUS CO:m!:;:-('ieS 1 aml from tf.:e Vi.ev;-poirJ.t 

and co PL"epare a report on tr.e q...t5st~.on in consul'ta.t:!.on wi·~h the WorJ.C!. B8.."¥t, 

the vs-r•ious plece8 ')f datt~ toget:'Jp:C' a:..1.d. of !Jt:.i:ltlng lil~.etl into shape for 

/ena.lysis 

• 

.. 



\ 

a 

E/CN.~/18/Add.l 
,page lh · 

a 

• I 

analysis might_be don~.most effectively in tho Secretariat as part of·th~ 

fact gc.tJ:::.e~ing and sCientific a,z:.~.:.'llysis activity in the econontic and 

" enrpl:-oyl!lent fi£-ld. Bilt this ques-'l,jion as well as the ot~ers relaM.:1g to the 

organi~ation of tne inter-economic budge~~ work have to_ ·oe co:ns1dcrGU. cy 

the Se0retariat in p~eparing its report. 

,. 


