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The work of the Eéonomic and Employment' Commlssion must in one way or

[

\,

another heve points of ccntect with, practically all the economic wcrk that

i
-

takes place in the specialized agencree of the United Nations, in the
Department of Ecopomic Affalrs of the Secretariet and in other commissions

that-handle economic matters, such as the Statistical Comaission. No

.
denger of, overlapping will exist, however, if‘the Economic- end meloyment T
Commission adheres to the principle of concentrating its efforue on- +he

i)

general aepects of the problems; that 1s, on the gerersl inter-depcndency

&

of the basic factors of steady employment and development and ‘on the

integretion of the forces at work, with- particular emphasis on the effects

I i

of these forces as they are revealed in ‘the’ aggregate megnitudes that .

characterize the natlonal economies or the world economy. By followlng

this'policy ﬁhe Economic and Employment Commission will serve more or less

as the ‘top of a pyramid whose basls is formed by the specilalized agensiee,
i
the Department of Economic Affairs and certain other Commiscsions. )

: © Congidering the work ?f the‘Ecoﬁomic'énd Employment Commission from_
this polnt of view there 1s one task which eppears to be of central '

1mportance, nemely, the orgenization of an inter-economic budget study.

‘In meny countries there is now going on work on national budgets. This

work is highly important in providing the necessary data for a woll

R E‘@sﬂlfdv E‘:@cti o économic policy within each nation. A supplement to

s
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- thislwo vk is'needed in order o picture in the form most approprlate Yo

H

employment and development studies, the flows of goods and services and
/ -

other values, that\multilatcrally comnsct the natioﬁal sysbems. A unified
\ﬁ‘budgeting and éccogg}ingw§gc§9m_cc?przslng thcse}flowc should be established.

Such a budget study becomes 1ndlspensaﬁle when” the general quession of

internationéll& opéréﬁipg factoiclcf cﬁployﬁegt.anﬁ,devclcpm@nt is raised.

And there seems to b8 no more' loglcal way .of organtilnd such a study then

&y

in connection wl%h the‘wcfk of thé'ﬁconomic and Euployment Cormission.

Important parts of the data needed for such a-gtudy have for the

.’«~bw . » * o - ¥ - " -

pre-war years been collected througn the Economlc and Intelligence Service

@

of the. League of Nations * But much remains to be done, and in particular,

G e e

the way of presenting the 1nformation for the speci‘ic purpose of the

"

. employment and developmcn* studies should be consideved

There are so many diflerent vays in whlch the elaboration of en inter-

- S

! economic budget may be useful and so meny polnbts where it may heve &

bearing on the work of the Econcmic and Employmert Coﬁmission, end in

’ -~

particular, on the work of tne uub Commission on Employment and Economié

L ¥
1

Stability, theat there will be no qu98ulons of covering all thig here. I

'
' e te L 3

; ehull conf ne myself to certaﬁn aspects of the matter that have a particular

- o . -

bearing on the qunstion of whether or not the inuer economlc budget is

.o

1 -

balenced ‘and in whet sense it may be balanced.

Lo

A preliminary remark may be in order regarding.fhe ﬁay in éhich the

’ kY -
.n- A - - b vt L1 t ~

economlc flows among the nat tonal systems could be classified according to.

i ‘.'F«»,

type. The classifica ion may be considered 1n the following form (for any

given counury or group tle amount in question may be an inflow or an
. LI A

-

outflow or a net- flow, that is outflow minus inflow) 7
3 R 13 S :: - ,

e

L. - 3 ?- ® ’ g . ~

* See, for instance, The Netwoirk of World Trude, League of Natlons, l9h2,
and Industrializdtion and Forelign Trade,; Leaguérof} Nations,- 19L,, both
malnly the werk of Mr Folke Hilgelat.,

. L . o~ -~ a A 4 .
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Current Items Physical Import and export of merchandise
.- Trans- (Balence of trade in the na¥row sense)

actions p
Rendering of physical services ‘ .

("services proper" such as transportation).

Total physical transactions

Yields of capitel

money, claims
of all sorts

- ' Totel current items ! -
- Payments . To be charged against thet part of the
(Movements of current items that are to paid for

Unilaterel financial transactions
(Ponations, emigrants transactions, ete.

and gold) of money, claims or gold)
Total balance of payments -
Non-Payment The countervalue of unilateral
Itens transactions in kind

!

Writing off of bad claims R

" Errors and omissions in the -
statietics

Total~non—paymen£‘items

Physical transactions are here teken to include both goods and services

~ proper. All movements of goode and services are to be included regardléss

. of how they are to be paeid for, and whether or not tkey are to be paid for

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

principle, be looked upon as a closed system all by itself entirely

independent of whether or not 1nformation on payments is. available.» In the
case of merchandise, the only thing one would need to know is whether it has
passed from the possession of e citizen or an organization of one country
to that of & cltizen or organization of another country. And in tLe case of
8 physical eerfice,qfhe question would be whether it has been rendered by a

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

organlzation of another..

-

[Part
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. Part-of the physical transactions are:to be patd for (business -

trensactions) and pert of them are not to ts beiaffor(”:§oé’those physical .

>

. trapseciions that ere to be Paid for, it scems most conststent and simple to -

consider pasmant as taking place immedlately upon delivery of tlie goods and
" services. Tois méens‘tbat the comihgvinte existenve of all sorts of claims,
- L] -

whether private or goverr lcntal, must be inels dc in t“e balance of payments,

R e D I

If actual collec ion is effecdted only at a later dave, “kss cellection will *

‘have,to be conside vd o“ly es en exchange of one "financial oHdect" for

L

4.359P§§51.§9@Fw15_t° gay, 1t is a trageection that does not’concern the .
T
Abalance of physical traﬁhrvtiens at 8ll. Likewise, the writing off of bad

claims-will only be-a trensaction between. two accocunts in.the- financial .

R T

" system. S s

L)

....The. total balence of current items must, for any given period of timej
- -equal the total balaznce of éaymentsrplue the total of non-payment ltems,

excluding however the ﬁnﬁlateTQI fineﬂcial t“ansactione. Net lending or

borrowing (1nclud1ng in ihis thke coming into ‘existence of any kind of claim)

will be the same as tae total balance of piyments. Other conceptions of the

\..J< o

classification and terminology are og course possible, butb the above seems
rather reasonable from the viewnoint of a general inter—economlc budget _

1

analysis.

e

For any megnitude entering into the above classification, the

-

multilateral connecvions may be exhibited in a metVix 51milar tc those
o N - @ A —

. exemplified 1n Tables 1 and 2 The figures are taken from Table hh "The
NetWOrk of World Trade," but they are put up in a different vay . -

The figures of Table l represent only merchandise movements while from

the viewpoint of inter-econqmics, the figures repreeenting total physical N

* In the orthodox terminology the term "capital" would probadbly be used for
what 1s here termed "financial capital". In a general enalysis such a-
terminology 1s confusing. We must be able to distinguish between
'financial Capital" and “"physical cepital" (capital goods). - -

¢ A - ' /transactions

-
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trensactions would for ma‘rw"burpos'e’s be fnore relevant. As & rough indlication

" of “the*interzeconomic® structure and"es"en &Xemple “of " the“techniqu%‘*of

“exhibiting it 'l‘ables 1 e.nd 2 me.y, however, serve. z

- If the sum of the elements 1n a colmnn of Table 1 is larger then the sum

. — . sy - e P P -~

of the elements ‘in the cOrresponding row, the country {group) in question may

“be called e s'urplué country (groip). The difference between the sum of the

column and the sum of the row for each surplus country has been entered at
‘the bottom of the Table & In 'hhe oppoéi’oe ce,s;, the country (group) may be

called e deficit country (group) _The corrgspondins difference is entered’

LS

to the right in the Teble. Thege differences entered either at the bottom: of
/
the Table or to the right may be called the net merginels of the Table or

shorter, the ma}éinals. * The sum of the bottom merginals must obviously be

. e e e it A Srerdie ol -l ity == -~ o— - gt e -
X ek m e M“ B e A s Por e @ B R

equai to the ‘sum of - *bhe right- hand. marginals. The total of these sums - 111‘4

- —— e RERCERER xRSy

the example 30h - mey be called.the sl mness of the matrix. More precisely,*

1t may bewéﬁi;f the ﬂab‘gaitzte’ zﬁgéne;; ufﬁﬁe ra.tié Bf’ *i;hiew‘af)solute skawness -
to the aggregate volume of the Teble, - that 1s ,.to,3%61 - 1s the reletive °©

skewness; 1in the exa.f;xple ,. 304/3261 9‘3% if th’e’ Tal;le cgzjiéiste; exclugively
of non-negative numbers,»it ‘can be proved that the relative skewness must be

54

& number between 0 and 100%, It 13 0 when and only when the Table is

comnletely Jbalenced, . .that, is.vwhen each,,.country..(group),.considered as part of

the multilateral system 1s in balance.

Table 2 illustrates the similar relations that exist between. the import

figures. The differences between the two seis of filgures in Tables 1 and 2
A * -

are dus'meinly to the cost of transportation. It is remerkeble that although

{ - C ) N ’ " "
the elemonts of the two tables show considergble differences, the marginals
ere not very differemt. .

The skewness as here defined also expresses the amount of outside

payments that 1s needed In or¥er To moke possible the trade of the metrix in .

“uestion. ~ In Farticular, when the Figures in he metrix pértain to the total

4

» - ~ e e w B T T T EORE PN - -

S T [Teble I
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Merchandise Trade Matrix 1928 -
- -, r(Basedwon‘ exportt-figures, -not dncluding transport costs) e oo -

v

\\\\ Exporting l‘ e . 3,,‘ LAl ek [&g,& ) 15‘ ""l"6 4( ‘- L
=~ Country rTropics u. S A Regions !Conti«- Non-Conti-. Rest }I,Total i Dei‘icit

Importing - i - F ;' ofr At nental | FHental " of ‘i
~ ! ? ), ( ': i \—
COUEY -+ e cnep p | e - Soent | [Buopel Burops, jvonal.,
S e T B A settlemen’c' | - » I '
H 1 -+ ¥ ‘33’
1 Tropicss4 . . ¢ - 804}--.87 {18 ;,t9l_~~.~, |95, a3 b 32« bO3 jir 1
A ' . ‘ , . ! ! ;
2 U,S*.A*. "\; Lo 1 i 165 s r}me },* ’724 =T |‘ 76 bt Tf ':23' 14 573& ’395: d .
| ; -
‘ ' i ! coh
3‘ RegivOHS‘ Of:}‘ ‘?Q‘:,‘ » I :’ ey N . ii l“ﬁ‘ toi‘ ».'_; ";: b :{3 faga J)f."! . ,f - L J‘:
recent set- ; g ! l : ! ‘
tlement © - i} 24l 138 122 53y 57890 :‘5‘:§f 33108 =
. ! i |
. ; i : i A |
b Continental -; r~- b, oo miris c®0 oL o) TEaon ] it el
Europe i lk2 150 i 135 1663 ! 100 814 1271, 132
£ R A L U T AR P I S S ’%'a,:f“?*"*‘* ~3
5 Non-Contlnental ! | i
4
i

: . !
Burce - = b g T5yuc86: 3.ll5-. {173y 39 -+ 33

6 Rest.of- world ,if.ﬁ 507 1455 i =, z1Ts st 83 1429 « ¢ ~:-206

" A 5 T B e iy et e By
14 o | Ao S Sy R A v & S DA ST A

Total - 536" 516 | 361 1139 . 375

1
o Surplus+ -l (133%or1214 . S0 l NN RN S

. b i
LR S & ~ i R b oot ey e T © % T w7 ey e T *
. a - - ¥ Sa o+ PR - W - A S v
Tablsd 2 - -
- ‘v f ~ Cor - e P &

e 2. 7" " Merchahdise Trade Matrik 1908-©
. (Based on 1mport figures including transport costs)

$ - - i » X e

T~ Exportlng SR T . 3 A | 5 ; 3 i :
~5 - Country . Tropics‘ U:S+A:: Regions ~ 4i-Conti« Non-Contl-s Rest.| n Total'Defimt

Importing- ‘ Y of -' nental mental | of ‘
Country N A O 'recent '*Europe - Edzope - [ World o
Lo ‘settlement ', [T, 1 !
. H 2 kL a % o ok I + o . 'i" - < r
1 Tropics ; g0 | 101 ; 21 ~§ 108 1105 37T beep T
X . ; HE] i Ml. - f'; ; P . e 't . ¢
2 T.S.A. .18 o | 18 f 88 1 25 68l - bk
- i : ' . A il .
MR IR IS D5 ST E BPcHPol Bl L B SO A & N S N
3 Regions of 2o ! | , !
recent set- ’ ] . . : i -
L. S -, *E & - “eg E ORI S P : A P iand . )
-ummt~7i&,“31-13ﬂgvzu' G gy TpgT T P IET gy
E i H ! fy ) ’
4 Continental * +; ™7 I* 72 "?g R PO O ¥ fgn a7t
Europe . | 160, 165 | 1k9 | 692 | 106 86;,*J 58 123
N . :;_# . e, s .4.1:'2‘-1 ,;E ot “ vt ) . '., ;! i E e T v o é"‘ v o 4 ;‘;
5 Non-Continental | . | ; : | I -
Furope boo6i-00 ' o118 P igo 1 ko is 3Ty 92| 146
i f { ' ? ~
. i, -y a » . s +
6 Rest of world _ " 58 b= 60 iz~ 19'.» +1.937 EEE S T-IR 106:; "368’7 27
; i ¢ g
oL ‘;?:': *j; Y N N S S S
Total L5974 560 | ko9 L1235 | ho6 P34yt 38481 .
¢ Surplus r .p 135U 1A T F B2 T e ¥ 0T e i KDY t.t - 296
- , = : ‘ ‘ t

- \ : ’
*In tehs of millions of dollars according %o the parity in force in 1928
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belance of current i1tems, the skewnces.is en expression for the emovzmt of
internationsl lending that iz nseded. This is another point'wh;ph eugoests
tke fruitfulness of the paraméter desismated as the skewness ead moro

generally, the frultfulmess of & set-up es the oéa exemplified in Tebled 1

- -
-

and 2.

Similer matrices mey be congiructed for other eels of figures. T
parficulai, it nay bé done for sach of several important comncdities or
services, and aggregata matrices may be construcied for grecups of commoditiss
and servipes:* There mey be'grcupiﬁgs on different levels, tha% is.we may

use a pyramniding eppropriate to each type- of problem to be discussed,

St111 more importart, similer maﬁrices fiay be ccnstructsd for quastities

‘or amounts that are not actually tradcd but are for potential guantities or

-

emounts expressing the power ani éilliagaéss of the several coubﬁr}es to
engage in the trading. The figures of such ma‘rices would have the character

of estimates or Torecasts or planning figures, all depending on the nature

of the systems of frading that: provall 1a the chherss iz question.

To arrive at moaningful figure® in euch potential matrices may of course

- -

not-te an easy task, but whether one likes i% or no%, the probiem of
consfructimg such matrices.must be faced if the deliberaticas on how to
achieve full emplcymeat, eccnomic stability and repii~develapment shall be

carried on im a consistent end systematic vay. Indeed, much ¢f the

reasoning in this matter does take place as if it should be pos.ible to
construct such ﬁatrices; g0 1t secms better to face the implications of
the reasoning used.

I shall not go into detail régardinrg the iater-economic budget

-

considerations that ars the most ilmportant from the viewpoint of development,*

but I would like %o mertion & few thirgs that are important from tze

* An interesting summary of some major problems from this viewvsolnt is to.
be found in "Industrialization end Foreign Trade,” pp. 35-40.

[vicipoint
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viewpoin; of employment apa séabi}ity. Some of the remarks I em golrg to
maké will be more or less'fhm;liar fo evefyone who\haé besn, tﬁinking sbout
economic; along‘modern lin;s 5u€ for the sake of systé;atization, it may
be well to state them explicitiy.‘ ' o

From the above definitionsz, it is obvious that ény deficit in ths
physical belance of transactions will always be "peid £or" inm one way‘o;
the othé;, but that doéds mnot meén‘of cou£sé that this deficit is.without
. aveil. Much depends’on how the deficit is accounted for. We are here
confrontgd with the general problem- of the effeéts of internétional ;ending
end borrowing. -

On the one hand there may, of coﬁrse, be ciféumstances uader which
sizeable intermational loens may be highly profitable both to -the lending
and to the borrowing country. This may, in particular, spply to well found&d
long-te:m developienits. The economic histcry of the United States iz an
example in point. ‘ . A |

On the other hand, there may be clrcumstances urnder which there'is less
reason for optimism regerding the wholééame effects of iﬁtefnatiénai iending
on a lerge scale. In rarsicular, this applies to the employmert ércb}eﬁ fhét
confrénts~us in & world’df'several natioﬁs wanting to condﬁ;h thelflaffairé
to a, considerable extenbt on the "laisse;—féire" principle. Even in this
case the intervention of intermaticnal cradit will, of course, imcopth out a
skevness of the trade metriz, and thes temporarily kesp things going without
trouble. But if ihe trade skewness is ﬁot compensated within a reasonable
time by a movement in the opposite dirsction, the tension is, thréugh the,
credit system, Qllowed to gggggg}gﬁg, thus Intensifying the difficulties.

A similear sort of difficulty is encouﬁtérad in buffer-stock'arfangements.

Once started, such accumulated tersions will, through theif psychological
end other effects, begin fo exert a peculiar influence of their own. Indeed,

when the tensicns have reachsd a certain point, the &ebtor countries (or
L ! .

/debtor



o
. L Efcn.1/18/4ad.1
“Page 9 - .

1
-

debtor. groups) gill try to consolidate their financial position by attempting

to pay off debts. And the creditor countries will\want to’safegugpd their
,.financial poaition by Hemapding cash reimbursement as loans %all due, or
at legst;”they will want to switch to more liquid investmentsllfktAthe
same time they will try to maintein home employmert by impeding.imperts.
AlL this" will crqate the paradoxicalﬁdownward spiral Where edch gountrV,

'

through 1ts efforts to strénthen 1ts own financlal position, makes that of
‘ he,oﬁhérs Worse and gradﬁally mekes the ;nternational flow of gocds and
gservices dwindle. Of central impértance’ in this devslopmegt‘is,tha ;apg
of balence of the trade matrix as expressed by ite skewness.

At the preseatl.moment, these deprzssive factors in worldieconomy‘do
not show up t°i%§y great extent, Teceuse thay areAqountergqpeé gy othbr‘
- faetors, part{Fularly by the fact.that there 1s now a shqéﬁage of goods and
excess demand nearly everywhere, a5 a consequence.of‘the_wgg. “But history
shows, thaet such per;bds elways glve place to perigd; of excess suppi&, end
then the“debreésive effects of the,mala&Jusﬁmezﬁé inrinternational,traﬁé'
\wilf menifest themselveg in full 1f;they are pot,forestalled by appropriate -
~action’ : d |

- This situaﬁioﬂ'wgfmust bq‘preﬁarbd to neet and we'm&s;,ﬁﬁke'breparét}ons

-in advence because the problem of counteracting the vacuum of’deéressib#"is
80 much more difficult then the protlem of keeping th;_@riving fgrce_of:ad
expansibn«under.cSﬁtro%: . . L s

The essential point to be remezbered in this,cdnnecﬁign ;é thet.
" international lending, if it shall be sourd in the Seﬁse‘ofiho§ carrying in

it the germ of an Internationally contagious“cogtraction;/mustfbe

expressible in terms Jf a planned or with greet probabdility forecasted.

“timeshift in the import-export belonce. Any amount of skewness in the
‘1 -

trade metrix must be Justified by such codsiderations if it shall be

considered a sound phenomenon. From the viswpolrnt of a leading country,

/lenéding
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lending_must.correspond~totan excess capacity to export et the time of
lending, and.the paying batk must‘correspoqd to aﬁ’ezcess.capacity~poe
import, et the time of pajing back: And vioe versa for the horrowlng count ry.
Whed due account 1s taken of a plenned or with great prosab;li*y forecasbed
timeshifts of this_sort <. barring outright gifts oxr le“d—_ease arraugeme“ts -

a reasonabletdegree cf consish enwy between dsmond and sapply of 5oods a“d

. services among couniries must be achieved. ‘

Such a ba;anee 1s a necessary, condition for the successful application
of a gerersal policy, of fu 1 employment and economic expagsion; Trus enough,
1f_eene;ble counter-depressive pelicies-are app;ied within a given:counﬂry,
the situetien within +het'bounﬂry end to so"e extent, the world si ueticn
may be allsviated. But +his can only be a partiel measure whon subsuantial
maieﬁjuetmenzs hetween the UOVe“ and willlngness %o export avud iue poweruand -
willlingness to import;are,allowed,to su‘osiet;~ The nature cf the maladjuetments
that may exist ﬁult;;aterally bet&een the figures expreésiné»these petential
exports. end- imports is therefore a very essential fact from the viewpoint

of economic-gtability end development, and the structurs of the maladjustrents

-in sugh figures is an 1mpovta.t field of suudy It not ouly offers practical

problems of how,to get the relevant etatistical 1nformation, but aleo reveals
Ry oblems of prlqclple cf a rather fundamental soz%. Indeed, 1% turns out’
that maladustments of this sord-fall into a number of distinct types that
are very. different so far as‘the*r dep:essive e*feots are‘concerned. Some
of them are ofaa rather benign-sort, while othars may be highly depressive.

A closer study of this situaéion~is not posalble exqept'in matnemesical

4 *
terusg, but a-rough idea of .the situation may be obtained through a purposely

simplified mumerical example. _ ' -
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Consider the three-country matrix in '}.'eble 3. The two first countries

are surplus countries-and the last, a def:lcit ceentry. The marginals are
indicated as in Tables 1 and 2. Suppose that the figures represent what
remain whon thet part of the inter-trade that can ‘be frandacted” by means Sf
eoundrinternational*credits hee been subtracted. ‘*“This mee.ne thet in ‘Some '’ =

vey or enether the figures i the matrix muet b6 adjueted so a8 to bring

aaaaa

the matrix into bslene'e., Thie 1t'is possible to do in’ many vays;' '"fe B

insta.nce R by & system ef prepertione,lj dJustment of“imports. Thet is~to 5"

J (}‘A L,‘ 1?’;

sey, b,y applyi_.g a certain multiplier to ell ‘th’e*pétentiel‘% 1mport figures

s’}w, PR

from country Number"l ’ a certeini*xhultiplier to a.ll?the potential‘ f:lzgures 2

from eountr& Nﬁmber 2, etc I?aﬁlsnot diecussing the practicel feasibility

}‘a/

of. such an edjustment. "“I only xiant to point out the*‘theoretical asrpect Fof,

ﬂ

the" proble;n?’. IR 5" tr I -‘3’ S AN i’* I ,;,**e iy A e ,

Ll T '}, eV**

The absolute magnitudes of the mul"ipliersftto*be applied are obviously

o ey, g

,mmaterial bec&use ii‘ a certain 5ot offthem br’iné's'the matrix 1nto balance Y

any sot. tha’c fs“’, %ay , s, the ‘former , nfu‘s" 185 *‘give a ’balanced"metrix”.’ =

In the' example, 16, 25 ‘and 53 form Buck’ & 8kt 6f‘mu1t1§1‘iérs‘“ ‘That: 1s, St 4

i

we multiply the”“f:lrst colunm b§'

ve get a balanced metrix. Carrying ‘o*it"'th"e multiplication, we get the -

16", “the* setond by 25 ‘a"id"%he thiFd by*51, ¢

results of Table L: T "‘

L

- a ) .
s s Tﬂ‘ble » l“&‘ WA P

s.‘
p ey
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B el

Te .. T 0 12 51 1. : -
R r e ‘128 5> ol o e

R ? ﬂ w fal 2" a - e ek B oes aed rarall RS St a L T 411» 5’1\ LN :“".» 2o

If no emount in the new matrix shall exceed the ccizrreisponding element in
- \ A .:,“ * . tg
the old one, wje must - in orde:r to have the largest possible to’cal trade -

. . : 5 w‘. - ‘. ';- » Mx’ﬁ ‘ﬁ\% ’\:
take l/ 51 of, the nnmbers of the: elements in Table §.- X ‘I‘his{ will ‘make . the -
Y] S — daie L BT omLWet e UL

elements .:ln the ‘lesty row _equal "t6 that *Ehey Awere originelly (that 1s-to. say ,

they will be the minimum factors) while the~ other: elements 111 the adJusted

-e—y’mt» 33, o ¢

matrix wilzls«be smeller than in the original matrix. -The result -ie indicated
. sl ¢

in fl‘eble 5'which is a wat¥ix in complete balence:
. ‘ ‘ /Teble 5
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nplmtroon SeY oNX i .. ot Table Deges T AL i B

NI 2 oh- 1 omed b g
0.00. 2,45 1.00
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’I‘he aggregate volume of transactions,in*the matrix in Table 5}5 is 9 9athq

BUTI vl . Sia Wbt sk W TR

1s%on1,yﬂh6 % of the sggregateyvolune. in the, first matrix which vas 20,

-
- --.“..‘-:L * J‘gi m\"*

Py

ek

.1t ,can be proved, that regardless of. how. many rows (and correspond.'.ng

L2t -@( !l"ﬁp‘m Wil

columns )ma.matrix ha.s,sand regardless, of‘.,how the{numge&:r.s,igg ip.ere, .

PRt
P ke v o+ A

fo e ma o+

distributed ,a-then,,,if .only the elemente are, non-negative num‘bers, it 1s a

wn} ¥ “'_:f‘"

always*possible to find,e. ¢8et,ofy poeitiyer;npltipl‘i_e;;s_;tgat &1}},}3_&1@;199 ,

the matrix ;,,,But ;this method of bringing theimatrix into .balance, may be}a

EF, T3 gni’v«*d\ N ’i
very} expensive one.m*n the eense,; that the total yolume of tran;sactions ie
brought substantially*down ﬁog.yggt 1t was orig}nfllyw},_j pFe o~ gtore }

Looking at the figures in Table 3 s it is seen that 1f we giye,p.p th,e Y

condition ofaproportionality,,kwe may- adjust .the matrix in suoh a-way that

L U \fﬂua\.u" 88

ORI, #4 o3 Iaid ’.1:"'3\7

thegtotal-.volume of transactionszisa.reg:ﬂed only by & .m hAsmaller gmovnt,,

namely,j the: skewness,wnich is; contained An the . matrix, that” 1s, 6 ;Bis, cen

e ;up,is‘ %

be: done s | for 1nstance ,q.bynreducing‘the figure 8 byj and the 1ower figure

.-.f‘

1 by3101 This,gives;,,theyresul .shown, in Table,6 which is balanced. A

SRR A el

"rv.'

SEE D oW (R laghiloe Table.6 prberzld Lvdwdar Bopnslul 2 v

* B 0 5 1l . ‘T . R L
3 0 2 | ‘ . i & LI -
3 0 -y :o.'f-d‘.'* .
, |

Here no element is larger than the Lcorrf;s%onding element in the Table, and

”~ .

-
the aggregate amount of transactionsmie*now'lh-ae against 9.39 in Table 5

7Lofan 8Ly BTERCOQRITING ex¥ boecte [1EEA Tidt-e iy olh Al oy L o
and 20 in the oripinal metrit, . S

- vl v ey Gc‘w‘:"u:fiw 3‘_*95“13 & 4 mF s ) o Eor e ‘:th L
In the general case, it turns out that sometimes the’ nature 7of the

A7 ot LI VART L8 eddeR ol educesle adt %3 e

e

skewnees in a given matrix is such that it ie possible to bring it into

R Aoy Y v LLanT shern eepep - A4 & ¢ + Pazran o med af ote o

balance by only reducing aggregate tansa,ctions 'by .an emount equgl to the ‘

PO dd “‘ » mefd ﬁ‘_‘«—w»m&e vy it aTR S friceda

skewness (sum of the merginals on one ”s‘ide) This’

. ,h" [ B
th same ‘as to say

5'! 4..5?1' t ’ .- ?’wf";am‘ L T S S *} ‘.,. P A

that it is possible fo reach a balanced sta:be by usi f st-order e

-

v
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reductions only, that is reductions which are such that the aggredate’

5

volums of transactions is reduced only bty the sama"amount that the skeimess

is reduced. In other cases, it mey be necessary to use sesond-order

reductions, that 1ls a reduction that will reduce the aggiegats voluue of-
transacticne by twlce the amount by which the skswness is reduced. In soue

cases 1t may be nﬁuessavj to go %o t”‘vi-or er reductions, and so ol

o s

It is impossible to discuss thezervaricus cascs witkoub some mathematical

apparatust A general mathematical soluilon is as yet nob available, but

”

certain rules that will cover the practical _protlems are known.

¢ ‘Ferther, tﬁcre is the problem of stulying what cam be cbtained by -

e

increag ng some of the elements. And there are also other goneralisations

to be conzidered. -, A

%kﬂﬁhou* entering into furiler details, it will be odbvicus that*the
avoidance of depressive maladjﬁstmants of thig sort is very esgential from
the viswgoinﬁ—of erploynent and gtabl lity. The dzvelopment of the
intermaticual. sitvuation in these naf 6rs ghovld-¥ ;e"ofore te kept consﬁautl
unéer supervision, and when maladjust nts develop, their neture - their
"dengsr irpe" - fr;m the viewpoint of multilateral balancing should be .,
¢clearly unﬁcfstcod. Measures that are aéprcpriate for counteraciirg certain

" types o% maladjustaents may be quite inappropriate for handiing otlhier iypes.

Light on this mat’sr is nesesenxry both from ths siewpcint of syﬁchroni ing

counter:depressive measures in the va*ious counsries, énﬂ from the vie:foint
of ection ou e part of ths United Talions itself. I +therelore wroncse that
the Secretariat ba asked Yo inves :i gate how suck a work may be orgunized,
and to prepare a report on ﬁLe gusstion in consulbabion with the World Tank,
. the Interanatiomal Mometary Fund, and such othsr organizeflois ag e

Secreteriat may desm-rolsiant,

My tontabive views are Taah an esssubial part of . the werk of ‘pubbing
the vavious pieces ol date lLogelhor and of puthing them iutou shape for

) ‘ [enalysis

BS -
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enalysls might be done most effectively in the Secretariat as part of -the

fact gavthering and stlentific analysls activity in the economic and
"
employment field. 3Bat this question as well as the others relating to the

-

organization of the inter-economic budget work have to oe considered ty
the Secrevariat in preparing its report. )

N Regmar Frisch
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