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I. INTRODUCTION

‘ The report of the first session of the Sub=-Commission on Economic
Development, in coneidering problems of economic development of
under-developed countries, contained the folloving comment

"Part VI, International Action 1n the Field of Iconomic
Developments
B. Capital Goods and IExport Prices
M7, The obJective of foreign borrowings is to obtain foreign
comuoditles essentlal for economic development, primarily o
capital goods. This purposs will be defeated unless the lending
countrles assume the special respohéibility and take messures
to the end that goods are available feor export and that they
are aveilable at reasonsble and fair prices...
"18. The recent rise in the prices of capital goods and
transport services has made the task of economic development
particularly difficult in the cese of the under-developed and
the least developed cauntries, The Sub-Conmission therefore
conslders it Important thet a careful study be made of the
rrices of capital goods and of the relative trends of such
prices and of prices of pwimary products, 80 that it may be in a
poeition to meke appropriate recommendations concerning the
problem."
In coneidering short-term problems, the report listed, "among the
more important of these problems":
"(vii) High prices of goods imported by the under~developed
coauntries, and especially of machinery and egquipmemt". .
This study was undertalken in response to the above observations. It
1e concerned principally with the post~war appreclation of the price of
goods imported by un&er-developedVcoﬁntries - espgcially capital gdb&s

~and of machinery and edquipment -- relative to the poste-war price

appreciation of the exports of under-developed éountries, predopinantly ;
primary products, .The present study ls also concerned with the postewar
rise in the price of goods imported by under-developed countries, to the

“extent that they may have been pald for out of scourmlations of forelgn .

exchange assets rether than the proceeds of current eXporta.‘ The presen$‘ 
study 1s concerned wlth these matters as they relate particularly to
problems or difficulties encountered by under-developed countries in
verrylng forward plena for economic developmenb.
Relatlons bétWeen‘priceé of primsry and menufactured goods are
considered in broed historical perspective in section IXI of this report;
/the varied
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the varied impact of price changes ‘on the terms of trede of a number of
underudeveloped countries and territories ls considered in section V.

In preparing this report, 1t has been necessary to. keep in mind | .
certain conglderations, For example, & number of underfdevclOPed i
countries which“expanded thelr forelgn exchange assets during therwar,
consequent‘upon‘wer-imposed export surpluses, shifted to an eerly.
pogt~war import balence, or desired to do so, in order. to setisfy the
deflerred needs of their people and to further the economic developmenb of
the country. In euch cases, post-war lmport balances repreeent goods
prooured at post-wsr prices and pald for n goods delivered at wayr-tlne
prices. _Agein, some under—developed countries have been eble to finence
a current Iimport surplus by forelgn borrowings and & number deeire to do
803 1In such cages assurance of the adeQuecy of the prospeotive prices,
rather than the recent or the current prices of primary goods, mey be of
nea Jor concern, A country's programme for sconomlc deVelopment to the
extent that it relies upon . eapitel inetalletions requires continuity of
such installations over & pericd of years; even the completion of'.
individual projects frequently takes several yeare.‘ On'this score, also,
the assurence of continuing setisfactory prioe relations in the current
exchange of primery goods for capltal goods . ie important to the .
under-developed countries, . . ‘

The ptudy has been conducted 1n order to provide a factual baeis
for congldering Intermational actlon that may be teken to provide N

. practical alds for the econamic development of under—developed and
-less developed countries. ,

The report of the second session of the Sub~Commission on Economic
.Deveiopment, which again considered the study of prioe trends, eteted
"That since the object. of the study is to examine the problem relating

Yo the supply of capital goods, it will be necessary to 1nclude in this
study the factors affecting thelr availability for export to under-developed

" countries. ‘ ‘ , '

_ A study of capitel goods’ exports, coverinp oomparisons of the _

. :‘post-war and pre-war volume and value of cepitel goods exports and an

bvidj enalysis of the fectors accounting for the changes, with special

‘ﬂ‘ﬂ"reference to export policles and export controle, hes eccordingly, been
fiinitieted :

‘ Factual Basis for Analysis of Price Trends

o The factual basls for the study is necessarily statigtical, The
A'post-War rise in the prices of lmports of underudeveloped countriee may -
‘Pe nmasured hy one. of tWo types of statisticel dat&. Given as ual market
Fprice quotations for commodities imported by the under—developed countries; o
SR ) | /the price change ‘di
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the price change over a period of time may be meesuwred for each
commodity and expressed as a price ratio; the price chenge for the
aggregate of all such commodities, i.e. the change in the average price,
appropriately Weightéd, could also be expreseed as a price index. - Or,
glven statistical foreign trede data on the value and quantity of

given commodities imported by under~developed countries, gorresponding
indices may be conetructed on the basis of unit valuos.

A change 1n the terms of trade 1s the chenge in export prilces
relative to the change in import prices; it mey be measured etatistically
by a price index, or unit value index, of exports divided by the
corresponding index for imports, ‘The relative trend in prices of primary
products and in prices of capitai goods can simllarly be measured.

Indices of the terms of trade in the aggregate are reported regularly
by the United Kingdom end the United States, These indices are derived
from forelgn trade statlistics and are accordingly based upon unit value
computations, Both couritries also reéularly report unit value indlces
for major groups of the exports and ilmports composing the mggregate, No
such indices have, however, been régularly‘reported for the trade of
these countries with particular countriés or geogrephic regicns,

Terms of trade indices have also been reported, in some cases wlth
& breakdown of date for major groups or commodities exported or imported,
for several under-developed countries. These indices, however, are
derived in diffefent waye for different countries and they are too few to
provide comprehensive coverage.

In general, therefore, it hasybeen necessary to undertake special
gnalyses with the purpose of constructing indices on & uniform basis
for the purpose of this study. The lndlces so constructed are baged upon
trade statlatics and are therefore unit value indlces. Market price
data were resorted to primafily for'considaration of the validity and
interpretation of unit value indices. They have also been used, In
section IIT of this report, to illustrate the disperity in the post-war ‘
price rise of foods and primery materials generaliy, and the diverslty
of post~war price chaﬁges in both clagses of primary goods. '

Comprehensive trade statistics from which to derive unit velues
have been available only to the end of 1947. Thisg is therefore the
most recent period for which uniform date have been prepared. In order
to take cognizance of more recent shifts, an effort has been mede
so far as feasible to add available data for 1948 and for different
‘periods of 1947, 1In addition to the overall data regularly reported for

the United Kingdom, the Unlted States and several undersleveloped countries,f o

/the statis*ical

T

S
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the etatistical deta prepared Tor analysis coneist primavily of the L
following: ' o Co
(a) Overall lndicee of the terms of trade and of the unit value ‘l .

of exports and imporbe of epeclfied groupe of goode, 1ncluding o

primary produet importe and cayital goode exporte for T1‘Jca:nce,

SWitzerJand the Uhited Kingdom and the United Sfatee, ' i

(b) Unit value indicea of the augvegate ot goode imported and

- exported, of apecified groups of goode and of Selected commoditiee,
including primary product 1mporte and capital goods exoorte, of

the United Kingdom and the United‘ atee 1n thelr trade with

‘gelected. under- developed countries inc:l.udinr7 non-ee]f-governing

| territories; and

(c) Overall indices of the terms o; trade and. of the unit value

-of exports and importe of epecified groune of goods and of eeleoted -

commoditiee, for selected unﬂer-deveioned ccuntriee, inc]uding

non-eeli-governing territories. _

A number of reservations st be made concernwng the accuracy end
reliability of the statistical indices, and oaution migt be umed in
interpreting them. It mav generally be stated that no eignificance can

- be attached to comparieone invoning relatively emall etatietical
'differencee. Technical conSideratione and roservatione in appraising
’the statisgtical data are preeented eeparately in appendix B on
statietical methodology. - ' .
A report on changing price relations at the presonx Juncture cannot
- be expected to produce & fully coherent pictvre of international prices

“-‘for givan cormodities or for given sources of supply. "Few curxenciea are
freely convertible at proeent and there is froguently no common prioc. o
level for the same type of commodity derlved from different squrces of . . .
Bupply. "l/ Prices in "soft" ourrency areas may.be ebove prices in the 7

- "herd" currency areas, and different currencies may be “hard" or "soft!. .
to difrerent countries,.

This report 1s concerned with a. particular aepect of the economic
| nroblems which confront underudeveloned countries vz chauging price
'f.relatione in- international trade. -While euch changes have an dmportant
dmpact, both because of their magnitude over the period Btudied and
ffbeeauee of the general importanoe of foreign trade transaotione to

/ United Netione Denartment of Economic Affaire MaJor ‘Ecoromic Changee ,"

i

/
;’ }gﬂig&é (Iake Succeee New York January 1949) Pﬂge 21,‘

1

/under-deVeloped A

'
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under-developed countries, changing price relations of exports and
imports are obviously only a part of the broad problem of economic
developmwent, In appendix A, attention lg drewm to limitations in the

gignificance of the sapects of the problems studied and the results
obtained,

/T1, SUMMARY
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| II.” SUMMARY OF FINTDINGS

Exports of the. under~developed - partioularly the least developed -
countries are entirely, or aluost entirely composed of primary commodities
and & minimm of processing is done in the exporting country. Although
& nuiber of these countries have to import substantlal quantlties of
food for the basic diet of their populations, imports of manufactured
goods generally predominate, particularly among imports from industrially
developed countries.' The food imports from industrialized countries are
generally in processed form, and imports of caplital goods are almost
wholly from industrially developed countries, In the trade between an
under-developed and an industrialized country, special conditiong may
Intervene to affect the prices at which the under-developed country disposes
of its primary products or vwhich it pays for imported manufactures.

Changes in the terms of trade of under-developed countries are, however,
largely determined by the general trend of prices in international trade
of the primary products exported, relative to the prices of imported
manufactured goods,

Such general statistical data as are available indicate that from
the latter part of the nineteenth century to the eve of the second
World War, a pericd of well over half a century, there was a secular
downward trendvin the prices of primary goods relative to the prices of
manufactured goods. On an average, a given quantity of primary goods
exported would pay, at the end of this period, for only 60 per cent of the
quantity of manufactured goods which it could buy at the beginning of the

period, , ‘

This decline in the purchasing power of primary goods in international
trade was of course not uninterrupted. Prices of primary goods fluctuate
more widely over the duration of a business cycle than the prices of
manufactured goods. Thus, in 1938, the purchasing power of primary goods
was lower than In 1937. But even in 1938, it was considerably
'higher thay at the Lov point of the depression of the early 1930's,

y . The statistics analysed in this report consist largely of comparisons
» of prices during the period following the second World Viar, with prices
't:‘in 1938 and 1937; that is, the post~war prices are expressed as a ratio

f, of 1938 or 1937 equal to 100. The post-war price indices for primary
;i‘fgoods relative to manufactured goods and, therefore, for export prices

’jj of under-developed countries relative to their import prices, would generally
- be‘much higher, and more favourable to under-developed countries, by
comparison with 1932 or 1933, because of the price pressure on primary goods

'\V/in theiff 
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in ‘the d\é-p'ression years and the marked recovery even before the war.
Oon the other hand, the post-war indices would generally be lower, i.e.
1ess favourable, for primary goods relative. to manufactured goods, on the
basis of prices in the 1920's than on the basis of 1938 or 1937; on a
base of 191,3,' the indices appear very much lower and even less favourable
for prixﬁary goods and fgr the under-developed countries,
‘Primary Goods and Capital Goods
Compared with 1938, prices of primary goods, in general, have increased
s'u'bstan'bially more than the prices of capital goods. This is reflected '
in the trade statistics of the under-developed countries analysed for
this study, vhich cover either their entire trade or thelr itrade with
the United Kingdom or the United States. Comparison of United Kingdom
and United States price indices for exports of classes of goods that are
broadly representative of capital goods, with the price indices for
thelr imports of primery goods, is indicative of the general situation.
Price Indices (Unit Values)

w9k First half of 1948
1938 * 100 1937 ® 6% T3 FTo0 1937 ¢ 100

United S‘dates:

Primaxry goods

importeaé/ 235 195 259 212
Capital goods o o

exported 179 177 ‘e T
Finished manufactures " ‘

exported. 182 ' 180 193 191

United Kingdom:
Primary goods

imD_ortedE/ o 25L . 238 281' 247
Capital goods ' '

exported - 210 216 225 232
———— ‘

a/ The figures have been transposed to a 1937 base by assuming that
~the price movements of finished manufactures between 1937 and '1938’
are also applicable to capltal goods.

13_/ Metals and manufactures ; machinery and chemicals ifor 19h7.

e/ Metal goods, wholly or mainly manufactured.
~+ Not availeble.

/Tt way be
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Tt may be observed that the price relation of primary goods in general
including both foodstuffs and primary materlals, to capital goods is now
substantially more favourable than in 1938, and also more favourable than
in 1937. The price index for primary goods 1mported by the Unlted States
relative to that of capital goods exported by the United States in 19h7
is 131 on the basis of 1938 prices and 110 on the basis of 1937 prlces.
The corresponding index for primary goods imported by the United KlngQOm‘
relative to capital goods exported by the Unitéd Kingdom would be 119‘n;
on the 1638 base and 110 on the 1937'base. In other words, a given
quantity of primary goods commanded, on the average, 10 per cemt to .
31 per cent more capital goods in 19W7 trade with the United States than -
it did in the immediate pre-war years; and 10 per cent to 19 per cemt .
more capital goods in trade with the United Kingdom then it did in th&%,'»
immediate pre-war years, The correspopding percentages for the first |
helf of 1948 were approximately the same.

This does not mean that every under-developed country which exported
primary goods would be able to buy more capltal goods from the
United Kingdom or the United States for a given quantity of its products
than it could have bought in the pre-war years. By comparison with o
1938, the price relation 1s favouresble for most under-developed countrles,‘
with very few exceptions. In reletion to 1937, however, the exceptions:‘"
are more numerous, Price changes among the various prlmaly goods which
different under-developed countries export and the various capital goods
which they import have been highly diverse. The relative advantagé_of. |
terms on which primary geods can be exchanged for capital goods in fhé“ﬂ.
post~war period, compared vith the immedlate pre-war pericd, dépénds
upon the particular goods exchanged in the trade between an under- |
developed and an industrialized country, The under-developed countries
wvhich export primarily non-food materials tend to be considerably worse
off than those which export food. If 1937 is the standard of comparison, uLm
it‘ceases to be true, even in general, that exportérs of primary materials - -

as distinguished from foodstuffe - obtain thelr capital goods on more.
edvantageous terms. ' Y
© Primary materials, whose prices have deteriorated relative to

capital goods are now relatlvely few in numbers., Prices of tin, rubber

and poorer grades of wool had increased, to mid-L948, relatively

© less thawthe average for cﬁpital‘godds;\the poét—war price or bauxite

. hes apparently declined below pre-war level. Countries which concentrate
a large part of their exports on such praducts may therefore bbtain a
smaller qpantlty of oapital imports for a glven quantitv of exports‘

,“fvf~ﬁf.55‘jj“,q:5"_,u- 7 ;VM“Qm;v‘ L fean they -
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than they did in the pre-war period. Among the capltal goods, copper
manufactures, textile machinery and industrial chemicals have increased -
in price more than the average of primary materials. Imports of these
products by under-developsd countries have, however, not bulked so large
in proportion to the total, that they affect their terms of trade
decidedly, except in the case of Indias, which has been a large post-war
importer of industrial chemicals.

Primary Products amd Manufactured Products

A useful indication of the genefal.position of exporters of
primary products In terms of imported manufactures is obtained by combining
the trade of the United Kingdom and the United States. In this way, a
high proportion of all exports of manufactured goods and cf all outlets
for primary products is taken into account and individuval foatures, such
as the high price and predominant position of coffee among United States
food 1mports‘in'contrast to low-priced bulk-bought food among United
Kingdom imports, are smoothed out.
Price Indices (Unit Values)
(1938 = 100} o o1ghy ' 1548

Fivet half Second helf Fivst malf

Primary goods imported into the

U.K. and U.S. . 21k 223 2l
Manufactures exported by the

U.K. and U.8. 181 9% 200

Price relation ' 118 115 122

e

Note: U.X. sterling has been converted into U.5. dollars at the
‘officlal exchange rate,

Data presented below show that the price relation shown above
on a 1938 basls was substantially higher fov primary pxoducers in 1937.
For trade with the United States, the price relation was higher by
21 per cent; for trade with the United Kingdom by 9 per cent; and for
combined trade With the United Kingdom and United States, the
pefcentage was between 13 and 1k. Hence, the general relation shown
above is 7 to 8 per cent higher in the first half of 1948 than in 1937.
~ Agricultural Products and Primary Materials

A major factor affecting the terms of trade of various under-

developed countries 1is specialization in production for export of a

single item - or a few items - of primary goods. A country's terms of

trade are therefore frequently determined by the relative price p051t10n
of its predominatlng export product or products.

/The divergence
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The divergence between prices of feod and of important privary
materials émergés as a basic factor in the situvation in under-~develoned
countries during thevﬁeriod studied. On the whole, the prices of capltal
goods in'relatioh Yo food eprrt prices are now generally favourable,
compared with both l938,and 1937 prices; in general, the 1913 price relation
was restored in‘l9h7 and the first half of 1943.. Since that date,
howe&er,'prices.af aame lmportant foods have declined. The degree of
readjustment and its effect in reducing the divergence between food
and non~food prices has been feduced, and would requlre n separate
sbtudy. | ’ ,
10551 the average, a given quantlty of food imports by the United States

~ bought 60 per cent more United States capital goods exports in 1947 than
in 1938 and 31 per cent more than in 1937. A given quantity of food -
imports by Swmtzerland bought 28 per cent. more of Swiss capital goods'
exports in 1947 than 1n 1938, In the case of the United Kingdom,"the
improvement in the price.position of foods impOrtéd was much less - -
1% per cent over 1938 and 4 per cent bver 1937. The United Kingdom
data are not representatlve in this connexion, since fuvod is very largely
"-dbtalned from the British Dominions and, to a smaller extent, from British
. oversea possessions at prices'bélbw worid market prices, under bulk’ '
purchase contracts,y The indications are that average Tood prices under
such bulk sale contracts increased in 1948 as much as capital goods
'_ eprrt prices,
The'posifion of exporters of non~-food primary materials is ih
- marked contrast, The increase in the price relabion to capital goods,
| compared with 1938, iq ﬂnull and compared with‘“ 937 the indications:
are that the rrice pO““tWOn may have detericrated 6, as illustrated by
- the following::

"”5; Tab1e IT - 1. Reiative Prices of Grude MauerlaJs Tmported and Capital
- - Goods B ~p01ted from.Unifed oLBtQS Trade Steatistics ‘
1947
o L TR T R T T
- Crude materials imported by the U.S. = 186 : 156
Oapltal godds exported by uhe Vas. 179 - LTT
' Price relatlon - - 10k - - 88

RN

/meble II - 2.
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mavle I - 2. "Relative Prices of Raw Materials Imported and Capital
‘Goods Exported, from United Kingdom Trade Statistics

19h7 .

1938 = 100 1937 = 100
R'aw materials imported by the UK. 275 - 256
Capital goods exported by the U.K. 210 216
Price relaticn 131 119

Table II - 3. Relative Prices of Crude Materials Imported and Capltal
Goods Exported, from Sviss Trade Statistics

19h7

1938 = 100
Crude materials imported by Switzerland , 21k
Capital goods exported by Switzerland 236
Price relatlon _ 91

In view of the wide dispersion among the various noh-food primary
materials, 1t follows that a condidereble number of the exporters of the
primary non-food materials had to purchase capital goods in 1947 at prices
less Tavourable in relation to their export prices, than in 1938 or in
1037 . Cases in which total terms of trade have beccme legs favourable
are more numerous. | a |

Overall Terms of Trade of Under-developed Countries

Among the exports of an under-developed country, a small nurber of
Primary products ~ in some cages as few as one or two - are likely to
account for a predominant proportion of the total. Nevertheless, its
~total exports are very likely to include some cther products. Total
imports of an under-developed country generally cover a much wider range
of products than do exports. Capital gocds may or may not be a large part
of the total, but they do not form so predominent a part as primary
commodities among exports. Other manufactures, especlally textiles, and
fooc_i may be equally, or more, important.

The oversll terms of trade of an under-developed country therefcre
depend upon price changes in a nuiber of export items and upon. the
distribution ‘o:f' price changes among a falrly wide range of imported
Products. They do not fulljr reflect improvément in the price relation
of Primary goods ta ‘capital goods. The prices of imports of other than
Capi‘b‘él goods by under-developed countries have increased so much more
than those of capital goodc that the sharply improved price relatlon, _
COmPared with capital goods, has bsen wegkened into a general ‘but by no
.?I!_.leans uniform, tendency for the total terms of brade of under-developed

/Qountries
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countries to be higher than in 1938, and there has been only a sllgnt
tendency for them to be hlgher +han in 1937. This is shown Jin detail
in section V of this report.

In the country studies, which are based on 1938, the average figure
of terms of trade is 108 and the median is 106, Both these figures would
place the terms of trade of these countries at somevhere near the 1937
figures, vhich was elso, to a limited degree, higher than 1938. A rough
gumation of ﬁhe country studies indicates that the 1937 position has
been restored, There are, of cqprse, a number of under-developed
countries whose terms of trade have deterlorated by comparison with
1938 as well as 1937. S
' High Textile Prices

The composition of an under-developed country's imporﬁs, as well
as of its exports, affects its total terms of trade. Among imports, the

proportion accounted for by textile manufactures is a most Important

factor. The post-var. price rise of textile manufactures has been
outstanding, as indicated both by the couvntry studies discussed in
section V, and by the analysis of trade statistics of industrial countries
presented in section IV of this report. From the latter it is
apparent that the rise in the prices of textile manufactures has oeen
very large; in addition, cheap Japanese textile exports were not available
during the post-way period. | ,

Textile manufactures constitute a high proportion of imports of .

under-developed countries, and their importance increases as the degree

‘ - of development decreases; it is highest in the least developed countries,

including non-self-governing territories.:

Apart from the high .price of textiles, prices of certain other:
manufactured consumer goods, for example, radio sets and housshold -
'eqnipment,.have also increased more than the price of capital goods.-
Compared with the rise in the price oft textlle manufactures, ‘however,
the.rise in the price of manufactured comsumer goods has beén' of small
~dmportance. Although there has been an iﬁcrease in the price of imported
_food, particularly manufactured food = alcoholic heverages account for a
| ‘consmderable part. of' the imports of a number of .territories - textiles
*‘,remaln the more important factor anong 1mports.

‘ Prices of Varlous Classes of Goods as Factors. Limiting

the Supply of Capital Goods -
‘ High prices of capital goods cannot be considered, in fthe aggregate,
Ca significant factor in reducing the supply of capital goods to under-
“developed countries* The increase in the price of capital goods has

. ‘/generally‘,”;; |
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generally been less than the increase since 1938 and even siuce 1937,

in export priceé of commodities from under-developed countries, In many
cases, the 1913 relation between primary goods and capital goods prices
hag been restored or nearly restored. It is true that there are certain
categories of capital goods, more particularly industrisl chemicals,
textile machinery, copper manufactures and a few other items - not always
the same items for all importing countries - which have increased in price
since 1938 more than the expoft prices obtained by many under~-developed
countries. Furthermore, in some under-developed countries export prices
have risen so little that a somewhat wider range of capital goods has

become expensive, relative to export prices received. This, however,

reflects relatively low prices of particular raw materilals rather than
high prices of capital goods.

While prices of capital goods have not been a major factor in
limiting supplies in general, the high price paid for imported textile
manufactures has had serious comsedquences, The prices paid by under~
developed countries for imported textilés have risen more than the
export prices dbtained by under-develoned comntries. In many'under-
developed countries, especially in the least developed, textile
manufactures represent the predominant part of all imports. The high

vrices of textiles have, therefore, been a most serious factor in

reducing the amount of forelgn exchange available for the purchase of

capital goods. In general, it appears that if the import price indices
for textiles were nc higher than the total export price‘indices for
under-developed cownftries the purchase of at least one-third more of
capital goods & could have Ween fingnced by the eyPor s of the under-
developed countries.

Prices of manufactured consumer goods other than textiles, such as
household equipment, toys, etc., have alsgo tended to increase more than
the prices of capital goods, although not so much as the prlces of imporued
textiles. High prices for such goods do not, however, affect the bulk '
of the imports of under-developed countries. High prices of imported
food are more important. ' ‘

The prevalence of higher prices for manufactured consumer gdodé
compared with capltal goods is i1llustrated by‘thé following table which

1/ ‘Assuming convertibllity of currencies needed for texbile 1mports and  
capltal goods 1mports.

- /has been
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has been taken from the. study Terms of Trade in Iatin American Countrlps
prepared by the Internationa] Monetary Fund ?hls table contains ..
index muibers for 1945, based on 1938, durable consumer goods . includes

radios, housewares etc., and also automobiles and their parts,

Teble IT - 4., Import Price Indices, in terms of"
dollars, with 1938 weights, for 1946

(1938 = 100)
. Dﬁrable consumer Machinery and
: ‘ , - “goods egnipment

Brazil i 163
Chile . . e | 13h
Colonbia - 158 170
Cuba | | 151 7 168
Guatemala . 148 S 132
Mexico | | 176 Do iR
Peru .. 203 162

In five of the seven countries, durable consumer goods were relatively -
nore expensive than machinery and equipment,;compared‘with 1936. A
veighted average for the seven countries yields a price index for durable
consumey goods'appreciably above that for machinery and equipment_o

Importence to Under-developed Countries of Chang{ng Price Relatlons

It is difficult to over-emphasize the. importence which changes in an
© nderwdeveloped country(s,terms of trade may bear uﬁon:the financial
resources available for economic development. Regardless of the efficlency
with which an under-developed country mcbilizes and utilizes its domestic
resourceg, it wlll necessarily require the imporfationgOf equipment
and other capital goods which are necessary to its eccnomic developmaent
but are not otherwise available. The adverse long-term trend in the prices
of prlmary goods relatlve to manufactures has obviously meant a
- - continuing increase in the amount of primary gooas a country must supply
| in order to obtain a given quantity of goods for econcmlc development,
5;: Thé price pressure on primary goods, which is typical of industrial
‘-Q depressions, drastically curtails the emount of goods an under-developed
 , country can buy in exchange for its exports at the very time when it might
- otherwise readily obtain the goods needed for its economie development .,
. The direct effects of the terms of trade on the financ1al resources
| :available for economic development are the most important but by no means
‘ f’thﬁ only considerations. Favourable changes.in the terms of trade of
'1 7funder developed countries ‘improve their ability to meet debt service on
5 foreign loans and withdrawals of earnings of forelgn~financed investments.

o [metr sbility
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Their ability to accelerate economic development through foereign financing
is also improved. The unfavourable long-term trend in the prices of
primary materials relatlve to capltal gocds has, conversely, limited the
capacity of under-developed countries to absorb foreign financing for
economic development and has thereby tended to restrict forelgn
investment to the acquisition of sources of raw materialisupplies, The
depression squeeze on prices of primary goods, m01eover, generally confronted
under-developed countries with harsh alternatives: serious reduction in
already low living standards, or default on debt service, which impaired
the possibility of forelgn financing for economic develcpment for an
indefinite peried in the future. All too’frequentiy no choice betwsen
the two was found and both unhgappy results folloved,

One measure of the importance of terms of trade for the development
of non-industrialized countries will be found in the flgures in Appendix A;
which show that the foreign tréde of uhder4dev610ped countries tends
to be larger 1in proportion to “total naticnel incoﬁe than in the cease of

industrialized countries, Measures of naticnal income are specially

designed for industrial economies; comparison of national income figures

for industrialized but economically less developed countries is
therefore often misleading. From the standpoint ¢f countries looking
forward to substantial econocmic developmernt, however, the compariscn
of Fforeign trade as related to national incomé is significant,
It is instructive to examine the amount of momey involved in certain
changes in the terms of trade that have been observed in this report.
From the standpoint of the under~-developed countries, changes in ﬁhe
terms of trade represent estimsted changes in the volume of financial
resources which are avallable in the form of foreign exchange for the
import of such goods as méy be needed for their economic development.
Pre-wér exports of primary producing countries were valued at
$7,000 to $7,500 million annually. Corfespohding exports in 1947 were
approximately equal to the pre-war volume. The export prices of these
goods are, however, more than twice the 1938 level (in terms of United
States dollars). The present value of the exports of under~developed -
countries may therefore be set conservatively at roughly $l5,000‘million. 
Thus, a 10 per cent change in their terms of trade would modify the
ability of under-developed countries to import, by as much as $1,500
million, | | ,
Section IIT of this report shows that, on the basis of figures for. o
the United Fingdom and the United States, 1913 prices were more favoursble . f

than 1947 prices to under-developed countries by one-fifth to one-sixth .

[on the average.
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on the average. A corresponding improvement over 1947 would yield
under-developed countries $2,500 million to $3,000’million for economic
development through international trade.

Under-developed countries are also concerned about the imstability
of the pride pOSiﬁion of thelr exports and the threat of price pressure
in case an industrial depression arises out of factors outside the area
of their domestic responsibilities or thelr international economic
influence. The figures in section III provide the basis for a rough
estimate of the améunts involved in such circumstances.

Comparing 1929 and the succeeding lowest year in each case, the
general indices for prices of primary, as related to manufactured, products
become less favourable to.the under~developed countiries by 25 per centh
of 1929 parity; thé.tWO United Kingdom indices each become about
20 per cenf less favourable betwsen 1929 and 1933; and the two United .
States indices, 34 to 39 per_cént‘less#favourable between 1929 and 1932.
In short, the indications ere that-the depression had adverse effects
considerably exceeding 20 per cent, and a recovery of the lost ground
would involve considerably more then $3,000 million aAyear‘at‘current
values, Maoreover, the sum involved would be in a form which would be
readily at hand to imporf goods for economic development as needed and
desired, without the restrictive elements associated with international
loans. The estimated annual amount of §3,000 million may be compared
with ah_annual maximum of $1,200 million of total private United States
investment in all countries during th@‘inter»war period (or about
$2,500 million at curremt prices). It may also be compared with a total
as on June 1948 of $1,400 miliion cf uncomitted present resousces at, the
- digpogal of the International Bank for Reconstrustion and Development,
much of it in currencies which are presently unconvertible, (This amount
does not include the total resérve.capital of the Bank, amounting to
$5,600 million, which is available as a guarantee fund for the Bank's
" own bonds. ) | |

-

' /III. OVERALL
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III, OVERALL FPRICE TRENDS

Aveilable indicators of oversll trends in prices of different classes
of goods, and relative chenges 1n prices of different classes and kinds
of goods, are glven in this section, which also includes currently
available statistical data to provide an historical perspective for a
better undergtanding of the specific price relatlons consldered in the
remaind.ér of the report. This section also contains price changes between
recent pre-war years and the post-war perlod for dlfferent primery goods,
since such goods largely represent the products sold by under-developed
countries in international trade. Finally, there are presented in thie
gectlon some overall indications of price changes; between the pre-war
and post-war periods, for manufactured goods and classes of manufactures
that are representative of capltal goods exportéd by industrialized
couvntries.

Hilstorical Perspective

. Although no overall indices are available for prices paid and
recelved by under-developed countries 1n international trade, there are a
few indices which reflect the price situatlon over & long period of time
in a general way. In table III-1, two such indices are presented for the
perlod beglnning 1876. Both are unit value series and are based upon
welghte for the current year. The firet is an index of priceg of primexy
commodltles, relative to prices of menufactured commodities in world trade,
It is Dbased upon the trede statistics of the major trading countries and a
number of others. Few of the under-developed countrles are directly
included in the semple, but their trade with the countries covered, &
well es trade among the covered countries, 1s comprimed in the figures.
The second geries is an index of the imports of the United Kingdom |
relative to its exports, The United Kingdom has accounted for a substantial
broportion of total trade, espéclally in earlier years, Further, its
lmports are largely primary commodities and 1t exports predominantly

manufactured goods.

 [pable IIT-1
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Table III-1, Selected Price-Relatives
‘ (1938 =100)
Primary to " yUnited Kingdom imports to exports
\ , menufactured . : based upon
Period -7 commodities . current ye Board of Trade
N . in world trade E/ K welghts 7-( o dadex
(v (2) | (3) « (%)

187680 I . 163 .
168185 145 : 167 .. ’
188690 137 157 .
1891.«95 133 - : 1h7 .o
18961900 135 : 12 .
190105 132 ‘ 138 : .
1906-10 133 -1k0 , e
1911-13 137 o 140 .
1913 137 137 143
1921 ' ok : 93 101
1922 . 103 - . 102 109
1923 - 11k o107 111
1924 121 ' : 122 | 117
1925 \ 123 . 125 120
1926 : 121 . 119 117

- 1927 125 122 117
1928 121 123 120
1929 118 , 122 : 120
1930 105 112 109
1931 93 L 102 99
1932 89 , o102 99
1933 89 .98 06
1934 96 C 101 99 -
1935 : 98 103 . . 100
1936 102 107 103
1937 108 ' 107 - 109
1938 : 100 _ 100 100
1946 e : oo 108

1947 e | o | 116

e B antaa R VOV

+» Not available, o ‘
- 2/ ‘Based on League of Nations, Industrielization end Forelgn Trade.

b/ Based on W, Schlote, Entwicklung und Strukturvandlungen des
- englischen Anssenbendels von 1700, :

[/In general,
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In general, the two series present a similar trend, although the
absolute magnitude of the indices in certaln periods differs somewhat,
These differences of magnifude presumably reflect mainly differences in
the compositlon of the trade of the United Kingdom end the composite trade
of the countries covered by the more general index. The third coluwm, -
the official British Board of Trade indices, converted to & 1938 bese,
may be compared with the longer United Kingdom series, which 1s based
on current yeer welghts. The Board of Trade series uses fixed welghts
for a period of years, chenging the welghts from time to time,

- It will eagain be observed that the two United Kingdom series, although
presenting similar trends, show some differences In the absolute
magnitudes of the indiqes for vearious peériods. The differences are
sometimes as high as 10 per cent end frequently as much as 5 per cent.
This comparison has been added here to indicate the fmportance of
considering the weighting system in intefpreting differences between
two statistical indicea.

Date prior to the 1870'5, the period with which table III-1 begins,
are available only for the United Kingdom index presented in column 3.
These data show that from the early part of the nineteenth century there
wa.: a marked rise in the Index -- that is, 1n the prices of United Kingdom

Imports relative to prices of United Kingdom exports == and the index
reoched ite highest level in the 1870's. The index in the first line
of table ITI-1 thus begins at the peak figure for the recorded period,

The serles repreéenting the total relationship of United Kingdom
Lizport prices and United Kingdom export prices, teken by itself,
furnishes only indivect evidence of the deterioreticn in price relstione
for primary products, It ls, howev#r, confirmed by four other series
presented in thise report; all of,théss measure prices of primary
commodities in relation to those of finished products directly,

The general trend from the 1870's to the last pre-war year, 1938,
notwithetanding marked fluctuations which interVeneda wes unmlstakeably
vddwnward In other worde, averasge prices of primary commodities relativé
to menufactured goods heve been declining over & period of more then h&lf 7
~a century, By 1938 the relative prices of primary goods had ﬂeteriorated ,
by about 50 points, or one-third, fram the beginning of the period and
- about 40 pointe, somewhat less then 30 per cent, after 1913.

Between 1870 end. 1913 there had been no over=all change in the
import price ratio of food and non-food primary naterials. BetWeen'
1913 and 1938, however, the: decline vag & little less nerked for food

than for non~food materials.

/Shorterun o
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Short-run f‘luctuatione ‘in 'the price indices ere concealed in the
earlier period covered by the teble, because ‘the indices ere averagee
for Filve-year peridds, Such fluctuations are pronounced, however,
in the inter-war period, for which the indices are presented on an |
annual besis, In the depression of 1921, the prices of primary goods :
relative to manufactured goods had declined about one-third, compered
with the 1913 leével, Thereafter, the recovery in prices of primary *
goads wee ‘fagter than the appreciation in prices of manufactured goods

‘but the 1913 level relative to menufactured goods was not again
epproached, Again, the depression of the early 1930's reduced the
pricea of primary goode relative to mnufactured goods by ap;proximately
one=fourth, compared with the 1929 level. The recovery in the few
yeers which followed, before ‘the 'second World Wer, was relatively sliéh‘b.

In short, prices of primary comodities had been declining relat’ife
to manufactured goods over & long period. of time’ prior to the second
World War, In eddition to the secular decline, prices of prime:ry
goode have ‘been subJect to especially severe price pressure during
periods of depression. ' ‘

It will be observed on the basis of the 1947 index for the United

Kingdom that the price pressure of the early 1930's was ‘overcame to &
condiderable exﬁent, although the index remained far below the 1913 level,

In the analysis which follows in this end succeeding sections,

’ devotéd primarily to a comparison of prices in -the periode'”before'vand' after
the second World War, the year 1938 is generally used as the base, It has
the advantage -of being the last full pre-war year, It was, however, &
yeer of recession in industrisl production"-- of mgevere recession in the
Uriited‘Stetee and of marked recesslon fraom 1937 levels of induet‘fial '
production in & number of European ¢ountried, It is of interest
therefore 4o observe the chenge in price relationships which coincided

gwith“ the recession in industrial prdduction. The figures in table ITI-1
indicete that the prices of primery commedities, relative to pr‘i'cé-s of
menufactured goods had d.eteri'ora.ted by 8 points between 1937 end 1938.

N -Correeponding post-war price indicee would therefore be about 7 per cent"
; “lover on & 1937 base then on the 1938 bese, -
.- The United States, for same time the largest industrielized country,

" has also become the largest trading cou.ntry in the post-wer period.

o Pr.lce indices based upon unit values for United Stated 'brade beginning

| with 1913 are presented in tables III-2 end 111-3, '

freble ITI-2
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Table III-2, Prices of Primery Commodities Imported into the
 Unlted States in Relation to Prices of United
States Exported Pinished
~ Manufactures

1913
1921.-25
1626-30
1929
1930
1931
1532
1933
193L
1935
1936
1337
1939 -
1oh7R/

'_ 5‘./ Average of two half-years,

Price index of

Imported primary
commodities

(1)
150
184

1190
183
140
101
T

75
88
90
102
122
100

235

(1938 = 100)

Price index of

exported finished
manufactures

(2)
107
107
134
131
125
100
91
87
ol
96
a7
101
100
183

Terma of trade

(1) = (2)
X 100

(3)
140
117
142
140
112
101
85
86
o
ol
105
121
100
129

/The indices
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. The indices in teble IIT-2 show ‘the prices of imported primery
commodities relatlve to prices" of exported finished menufactures. As
in the case of table III-1l, the decline in prices of primery commodities
relative to manufacfured zoods betwééh 1913 end 1938 is about 4O proints,
somewhat less than 30 per cemt. The intervening course of prices, though
of the same general character, was, however, different in certain aspects,
The depreesion decline was completely overcome in the later 1920's;
the succeeding depression pressure was miach harder on primery goods
prices than is indicated 1h teble IIT-1; the recovery by 1937 and the
recession in 1938 are more me._rked.} end. the recovery by 1947 is again,
more merked, In so far as the United States trade position mey be
expected to be meintained in the post-war period, particularly in trade
with under-developed countries, the 1947 United States index is an
appropriate measure for considering price relationshlps in the future,
With regerd to the historical perspective, however, with which we are
here principally concerned, a comparison of import prices of primary .
commodities and import prices of finlshed manufactures entering into the
United States is equally lmportent, because the prices of Unilted States
lmports of finished manufactures may reflect (subject to differences in
‘composition) the price conditions under which under-developed countries
had to buy menufactures from all the countries which exported them to the
United States, |

 [reble TIT-3
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Table III-3. Prices of Primary Commodities Imported into the
United States in Relation to Prices of United States
Imported Finished Manufactures
(1938 = 100)

Price Index of Price Index of Price relative

lmported primary - imported finished (1) -~ (2)
commodities manufagtures ‘ X 100
(1) (2) (3)
1913 150 106 ' 141
1921-25 184 | 165 112
1926-30 190 154 . 123
1929 183 | 1532 120
1930 140 » 135 104
1931 w01 115 88
1932 T | 93 83
1933 | 63 88 85
1934 88 ’ 93 9%
11935 : 90 92 98
1936 , 102 - ‘ o4 108
1937 122 93 ‘ 131
1938 100 100 100
19478/ 23 233 101

g/ Average of two half-years.,

Table III-3 presents the prices of primary commodities imported Into
the United States relative to prices of.finished manufactures imported
into the United Stateé. The movement of thig 1ndex conforms more closely
to the I1ndices in table IIT-1l with regerd to the relative position of
primaxy commodity prices in the 1920's and theilr relative position in
1947, The price pressure of the early 1930's is still scmewhat herder,
and the reéovery in 1937 and the recession of 1938 are sharper. The
latter, 1t willl be noted, 1s determined by price changes between 1937 and
1938 in primery commodities which are common to “ables ITI-2 and ITI-3. '
These indices for primary commodities relative to manufactured goods would .
be about one-sixth, rather than 7 per cent, lower on'a 1937 bage than on &
1938 base. o -

The United Kingdom data presented above suggest that on the basis
of post~war weights, the terms of trade of under-developed countrieé
With the United Kingdom in 1947 have to be reised by epproximetely
17 per cent in order to restore fﬁé 1913 level; on the hasis of preéwar A
B | ‘ [weighte,



o 19479

E/CI\I lKSub 345

Page 2

welghta, the increase would have to be approximetely 23 per cent,
Roughly, 1913 was about one-fifth higher than 191Lr for under~developed
countries,

In meking this comparison between 1913 and 191+7 it should be borne
in 'mind thet exporters of food, generally obtalned higher prices
ontside the United Kingdom, 88 1s shown by the data presented in
section IV. Offsetting this factor, 1s the evidence that lmporters of
menufactured goods had to pay higher prices for wanufactured imports
from countries other than the United Kingdom and the United States.

In comparing the relationship between prices of primary goods end
of finished menufactures as reflscted in the United States trade
statistics, it 1s Found thet 1013 was ebout 8 per cent higher then 1947
for primary goods supp'l‘ilers as buyers of United States exports of finished
manufactures; L0 per 6eﬁt higher as buyers of United States impor*bs of
finished manufactures. In eppralsing these two dimparate percentages
as indlecators of the relative price terms on which under-developed

countries generally exchanged thelr goods for thelr imports, certaln
Tactors have to be taken into account statistically, e.g.: _
(8) The relative woights to be assigned to United States exports
- of finlshed menufactures in total imports of under-developed
countries; |

(b) Adjustments that may be necessary in the composition of

United States lmports of finished manﬁfactures before they can

be used as an _1ndicatiion of such manufactures imported by the

. under-developed countries From countries other than the United States. ’

The comperison showilng thet the 1913 pric‘e relation was higher
than 1947 by 4O per cent is gualified by evidence that under-developed
comntries m&y'realize larger increages in ﬁi*iéeei of "primar‘yv ‘goods sold

%40 other countries than . the Wnited, States On balance “the two United
_" VStates flgures tend to confirm the estimate ‘that the l9l3 price poaition
, of primary ‘goods was, roughly, beotween one~fifth and one- sixth higher than

" 'Changes in P;ice Quotations of Prlmary Products '
ExXports of ynder-~developed countries a.re predominantly primery

C products. -Table TII-4 presents. average l9h7 price indices relative

to pre-war years, baged on price qQuotations of selected primary products

. in selectéd markets, The commodities are _arrayed according to the

" :"magnitude of the price indices rela-tive to 1938
S " Price guovations for ;1ndividual primary commoditles which compare
' ‘t‘wo singla points o:[' time are of doubtful validlty. Prices fluctuate

/widely
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xridely from year to year and often during the year as well. The choice
of a base date gives indlvidual figures a somewhat adventitious
character. Moreover, prices for various gracles and sources of supply
of the same commodity do not necessarily move together, Turther,
esneclally since the war, market prices in‘different currency areas nay
diverge. Prices are often different under varied types of sales
contracts and arrangements. For these reasons the following analysis
of price quotatlons 1s confined to the general picture which is
confirmed by avallable evidence; it does not consider prices of
iIndividual conmodities,

The markets from which the price quotations are taken are mainly
in the United States, Some Unlted Kingdom quotations have Dbeen used;
‘they have been converted into United States-'dbllars at the officilal
exchange ra‘be,‘ thue taking into account intervening changea in the
exchange rate. The commodities selected are those for which prii:e
data are more readlly accessible, Although they do not cover all
commoditlies which under-cieveloped. countrles export, and although the selected
comnodities are sold in other merkets and in other grades than those
chosen for the preparation of the table, the selection is believed to
be adeguate to indlcate certaln factors of general significence.

The most striking fact is the wide dispersion of price changes for
The different primery commodities between the pre-war pefiod and 1947,
On & 1938 base, the index runs from 665 for cocoa to 142 for rubber, a
xrange of more than 500 points, Most under-developed countries depend
largely upon exports of a few primery products, Thelr terms of trade
wWill, therefore, depend ﬁpon the particular primary products that
Are important in thelr exports.

The second point to be observed ig that the terms of trade of
under?-developed countries in the post-ivar, compayed with the pre-war,
Period may be substantially different if the basis of comparison is
shifted from 1937 to 1938, 1f certain priméry products are important
- ©Xxports. The change in the index with a shift from the 1938 to the 1937
‘base 1s very large in the case of same commodities, relatively small
dn some and negligible in others, ‘

/Teble IIT-4
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Table III h Price Ratios of Selected Primery
Products :ln Certain Markets, 1947 -
No. Commodity = . World trade  Price ratio Price ratio, 193G
. 1938 1938 = 100 1937 = 100 1937 = 100
(Millions of ‘
- U.8, ddllars)-
1. Cocoa . ) A 87 - - 665 k15 ‘ 62 -
2, Shellec . =~~~ 68 v - 632 53h. 85
3. Palm kernel - T o , : _
o1l - 3k 5TH 373 65
4,  Rys S | she 0 319 59
5 -Copra e o 5% - . 272 53
6 Sisal L 28 . bk 26L 6l
7.  Soy beans TH b9 - 858 ' 63
8. Cotten (U.8,) ** 600 . S N -lo72 76
9. Lingeed oil 110. o381 316 83
10,  Manila hemp 2l 372 233 62
11, Jute | - ke ' 367 - .. 336, 91
12, Corn - -, - 220 365 . 191 : 52 -
- 13, . OQmts . ' 21 356 2L6 69
1k, Flaxseed - 50 355 320 90
15. Cotton~-peed oil . 19 347 298 . . 86
16,  Wheat hho 339 220 65
17. Coffoee 263 338 238 70
18, Barley (malting) - 80 ‘ . 329 26 . 69
19, Rice 197 318 202 92
20, Tumber (softwood) 43k 313 278 89
21, Lead Th : 309 - ehk 79
22, .. Peanuts - 93 - 288 258 ‘ 89
23. . Cheese o o2 2087 232 - 81
2k,  Cattle o 106 . 279 . 229 , 82
25, Pork 216 - 268 230 86
26, - Beef ee2 266 200 75
27. Sheep end lambs - 17 266 210 79
28, Iard 40 260 199 T7
20,  Silk, rawd/ 124 260 236 o1
30,  Butter - 30k P55 - R10 82
31, Bananasg -5 240 240 . 100
32. . Hides & sking . 310 234 - 162 69
33, Zinc ‘ S 3k © o028 161 71
- 3k, Gopper 325. - .- elo . 159 76
35, Bggs 96 205 196 95
.- 36, - Tobacco _ 3%9 . 20k 180 -89
37, Tea ' 202 v . 196 . 199 101
38,  Tin (stralts N‘Y ) 195 184 - 1hk . 78
39, = Sugar 340 o180 e 0 96
40,  Petrolewm - Lu8 | 164 159 97
~h1," Wool (crossbred :
S 468 Tondon) b/ hﬁﬁ : 16k 110 67
< he, Witrate of soda he _ 148 153 10
- 43,  Rubber . 287 S 142 107 7

&/ 10 months, 1947, o ,
b/ September 1947 only, The higher grades of wool have increesed more in
price than the low grade selected, but the latter is considered more
v representative of the exporte of under-developed countries,
e , S ~ - /e world
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The world export figures shown in the firgt column of the table
may be used as weights for deriving en average change emong.all the
products. On this ‘basis, the average of the 1947 prices on the 1938
bese is 278; on the 1937 base, 215. This indicates an average decline
in prices of a little more than 20 per cent between 1937 and 1938.

The important products for which prices were stable in 1938
compared with 1937 are petroleum, tobacco, suger and bananas. The
basic metals, rice and the apecialized textile flbres were alsq
relatively stable in price; all declined less then the average. On
the other hand, lérge declines were registered in cotton,v'wool, the
important grains, coffee, tin and rubber.

A comparison of the character of the products at the top of the array
with the products at the botbom of the srvay Indlcates that the post-war
appreclation of prices has been large for foods but relatively small for
primary meteriels, This is largely owing to the lagging prices of
minerals; btextile materials have increased as much as food. The primary
materials predominate among the prdcluc{:s. at the bottom of the array. ~Among
the primary materials, the poste~war price @ppreciation of cotton and
other textiles was rather large; it was relatively small for the metals,
petrolewm, the cheaper grades of wool and rubber.

The relative changes. for dlfferent groups of primary products are
ghown byxthe following averages, derived by welghting the indices in
table ITI-4 by the value of pre-war exports shown in the table, On a
1937 basge, the divergence between food end non-food 1tems is somewhat
reduced.

Average price ratio, 1947 compéred with 1938

Food, excluding vemetable 0llBusecrsanvcessnssvrvoanensss297

Vegeteble 0118 (PArtLy FOOA)eeassereanvecssvarcsvensonass W47

Other primary matorlalBe . vreecevsrossnuosocssansnensness ity

TOXb11EB 0 ansus avesscnrontasssensocsscnrasaranassssns0l
MINeTalB.assseareransosevsoevnrascosusnsasanssvarsssslOl

To‘balonll-00"‘!&’..‘1-0‘.0.--1-"QqqulvllOlll.il.ll"'l.!276

Average price ratlo, 1947 compered with 1937
Food, excluding vegetable OllBiveeasscesssseorrssscassensllh
Vogotable 0ils (PATLLY £OOA)sassnereesorsssnncrsnsesssres30d
Other primary materialS.cuivesssasvisserssrsssccnrgnasosssadd
X bl O8u e srinnnssavernsasorsanrosnassnecsssaassngselB
MiDETBLE s e sesasnsnssrsssnnnarsnssonasorantassnssysnslb?

TOta‘l‘!0.!]!‘0'0...’&0’1.‘0‘b'.‘t.liv-pvQQ‘.ICOI‘OOODDIOOOQ-EIS

/The preceding
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The preced.mg analysia covers the perlod to the end of 1947.= /
Since then, there have been impoctent shifts in the eituation, Theae have
been discuesed in "Review of Internetional Commodity. Problems, 1948",
prepared by the Interim Co-ordinating Committee for International,
Commodity Arrangements which at present forma part of the Secretariat of
the United Nations, |

The net effect of these shifte has been to reduce somewhet the disparatiles
between food, oils and textile meterimls on the one hend, and metals, rubber

and oll on the gther hand. ‘

Thie table indicates a recent 'béhd'ency tﬁ:&fds redueing the diverpgencies,
- The general average rose 14 per cemt during the year, but for the laggiﬁg '
group of mineral prices increased 23 per cent, while textiles rose 2 per cent,
The process of readjustment has apparently continued, especially becauée
of & decline in food prices and a further increase in metal pmces. ‘

| Effect of Specialization of Exports

The effect of prices of particular primary procluots on the tema
of trade of Individual under-developed countries 1s indicated in
table III~5. In this teble, the firet column gives the array of commodities
in descending order of price indices in table ITTI~k., The remaining |
dolumns show for each country the percentage of total exports accounted for
by the given product in 1938, These figures indicate the sxtent to which
the terms of trade of individuel countries mey be dependent upon the
relative price of a single primary product or of a few primary products.

It will be observed that a number of the countries had 50 per cent or
more ~- &3 much as 92 per cent in the case of Venszuela -~ of thelr exports
concentrated in one primary product. The terms of trade of such countries
will be largely or predominantly determinecl by the price position of that
one product. In a number of cagoes s twq' or more producte are‘ Importent.

It mey be noted that several products sre in some cages st widely different

= _positibns in the arrsy. In such cases, the favoursble price position of
~one product foseta- the wnfavourable position of snother.

Cotton, among the products which-enJjoyed & relatively large appreciation

' of prices In the post-war perlod, accounted for 77 per cent of all

 ch Eg:ﬁrpt"s exports in 1938 and substantial proporticns of the

W‘to“cal exparte of several Tatin American countries, Coffee accounted

1/ The amalysis of section IV, However, covers the period to Juns, 1948.

~ [rable III-5,
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DISTRIBUTION OF P‘RE#ARg/ EXPORTS FROM UNDER'DEVELOPE (COUNTRIES OVER
PRIMARY COMMODITI®S ACCORDING TO DEGREE: OF PRICE RISE SINCE 1938

CENTRAL AMERTCA inoluding MEXTCO. and CARTEBEAN AREA, SOUTH ALERIOA:

1947 COMMODITINS “{Listed in order

f{;;;d 00) of magnitude or price increase)

Hondurag

Dominiean Republie
Martinique
Nicaragua
Puerto Rico
st. Inecla

st. Vincent
Argentina
British Guiane
Chile

Colambis
Pareguay

Peru

Bolivia

2 | Breznn

Leoward Islends

British
Costa Rica
Cube

El Selvador
Grenada
Guadeloupe
Romduras
Jemaice
Mexico

Gua
Haiti

.Palkland Islands

- Prinidad and Tobago

" French Guiana
Venozisla

Barbados
pominica
~ Bouador

12

]
(-,
1
]
[+
]

47

1 ]
]
o
]
=
»~
1
]

868 Cosoa - 0| -| -] =-| -
v/ f . . |
447 Seeds and oils - 21| - | =] w{=]| = wlw ||| =] = | =] @] @] = |18 o] = = (18| | = = | o] W[ = w| =] =] 8

414 Sisal o] =] ]| @ @a|] =|@ | « | =
23] Cotton (U.8.) - - - | @ || = wlaw |- ]18[w]~|18] -] & B

367  Tute ‘ Lot ol ol sl Voo =talal o o =f o =f =]« =f =] «|=|=|=l=l-|=|=]|=~| ~|-{-~-
368 Corn . - - - - - - - - | - - - - - - - - - - - - - - -l185]| = - - - - - - - - - -
559  Wheat el | = - -] |- ool ol al ol a| o & ] = = = =las| = af«|=]=|=] =f | «| | =

338 Cottes o w| @)l 49| =-| 8|87 - -

229 Bu,-]_q - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
318 Rice . ' - - - - - - - - -] - - - - - - - - - - - - - [ - - - - | - - - - - - - - -
- - - - - - - - - - | 48 | =] = -

%13  Inmber o | w8 | =) A== |- =] |~ 8] =] -] - . A

509 Lead el -] - | @ =] - waloa|la]l=a]| ] - | «[18] =] =] =] a] «| «| =] =] @] | @« | =] =] = - - 8| ~| =
N »

287  Cheese Aot ol albclal o P alalalalalal of «f = «f w| =) o] =l «f =] =] =] «| == == == -] =] =

279 Cattle . - - - - - - - 7 | - - - - - - - - - - - - - - - - - - - - - - - - -] - -

zsvﬁ/x_&oat. ) R e I ) D Y I I I I B e e e S R R

260 811k, raw - - - - - -| - - -l - - - - - - - - - - - - - - - - - - - - - - - - - - -
255 Butter w| | = «| = ] -] = wla|lwe]| =[] = ]l w| o« | | =] =] =] | @] «f = <) « [ =] | - | = =] - =
al wl o] ]l B o] =] «| o] =| =

240 Bananag "101488"'"‘-252765760-1_5~1574-.-~--

234  Hides and akins ‘ | | = | | «]=]9 wflm | |e]| =] = =] =] =] =] = =] =] =] =
288 Zine ‘ e e e o e I I S I o s e e A R I IS R B I I I Bl B Bl el B
£10 Copper ol w| =] @] = =[] = w|l - | = ‘.. - - | =] 8| a] «f & <] =] )= =] | =| =48]~ | 27| =] -
208 RHgzee - - - ol =] ==} = o lelalalal ol o] al ol ol «| = =) =] «f «f = =[={=]=f{=1 =]~ =] = =
204  Tobecoo ol ol clao] =lal e | =]ala=]=f=] =] «la] =] -lax] ===}~ =f={=)=]=V=70"==<]“~|"
195  Ten ol o] cl el clafw | afalal=fol=talal=]lal==={={=V={=}={=|=|=l=1"=1% """
186 Tn Aol ol el 2 2l e [alalwlalal=] el el «|=l=]~=f=]~|M[={=f=f{=|"=|"="] ~|"|"

180  Sugar ’ s.o--—'1051---42-u-ussu--w-svw-alv-»-ae--'-'--’7
' cleg| o | =| - [-|22 |28 | | = & =) 98

16‘ Petrolewm ‘ - - - - - -] - - - w| - - - - - - 9 - '_ - - -

164  Wool ‘ e N N N S R Y R e I E Y B B B S B B g Bl et Hel Bl =l =] ~[44] -

148  TFertilizers (nitrate of soda) N I Y I R B B B I IR I I EEE BN R ;" S R ECE B S Y B I B L Bl Bl el B I Bl
; ool ol o] !l al1p] ] = =

142 Rubber - -“ - - -l _t. - - -| - - -L- - ..L. -L- - - - - - -
Total % of imports covered 50 31 69 B5 BO 83 87 98 47 71 92 61 5777 61 62 42 B9 86 78 70 29 21 91 ™ M

88 %3 69 80 58 48 80 Bl 80 97

_l_/ The hto chomen 1s 1938 in the great majority of oases; in a few cases, figures for acjoining periods hed to be subgtituted.

3/ Average of two or more prices. /PABIZ ITI - & (oontinued) ‘
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b/ Averege of two or move prices.

33

ETROPE: AFRICA: ASTA: i
g |4 o | |4 1
1947 COMMDITIES (Listed in order of : % 1 E g . g H : ) g
I(’;..;;;.—,mo) magnitude of price inorease) 4|2 o g ‘ : E‘ 2 '§ g g q B & % ki ‘ g g
g”%g ‘ég-ﬂgv%éﬁiggsggaﬁ ggagvagggg
R e A R EEE
665  Cocoa ol al o] & 2| o] o] | | =] « | 20| 29| =| |27 | =| = | | @] =] =] || | =] | | =| =
! Seeds ant otls el a|l o 6| | o @] =| 7| 6| 11 |m6| »| -| =| 47| ~|22| = | - | «| 6| 6|20 || | &|26]| ~[28]
414 Sisal - ] w =] =] =] = = | -] = - w| 8| = | -~ =538 - | | @] @ | w| @] & & @] = =
se  Cotton (0.8.) el o] o Al -l | -l | 8| -] -|ae| «| < | ~|20| - | -| |28z |~|6|-|~| | -|"
%47 Jute wl ol ol o o] @] o] @] =] | = | =] =] w| | =] m] || | W] =] w|X || | | | =] =] -
365  Corn S I I e e e I 1 [ e o e I R e Y I S I I s I R
339 Wheat w| | w| =185 -|286] = - - - - w| w| «| ®] | -] = - | o] | - | 2| B] | =] «| =1 =
's38  Coffes el | o] of o] @] w| «| | =| = | 2| <]as|m| -] | ~J20 | | | | <| | =] =] | |l -] -
329  Barley ol o] 2l o] 2] a] 2| W] =] ] e | e w] @] «] =] =] @] @« | | w| a] o] o =29 | = =] =] =
. s8 Rice a| =] | & =] «| «f = - -] - - | | = = @] =] = - 48| | @] | @ | =] | « |47 =] =
$13  Lumber .| =le6] | «|17|20[26 | =| | 40| = | < | | o = | | =] V| | | =|=|~|=|=|B] ~|~
309  Lead clal ol ol al al ol ol o] al e el o | o = af == =] ||« «|=|=|=|=]|=l-]-
287 Cheese 9| =| =| = =] =] = = - | - - | @] w| @ | =] = - w| w| w| o] @] ] =] w| @] =] =
279 Cattle o|-|-| - 12| al slal | «| o o | ] o | = «| & == =] | || ===~ =]~
2672/ Veats 00 T N P [N U (R (Y ) Y N R VOO NN NN NN [P O O R ) U ) )
260 911k, rew clal ] ol <o o] @l o] a] ol o || o «a|l «f = = =] «| «| =[ie| 8] =) =|«|«|«|=~]-
255 ' Butter | w| B | w| ]| =] = | | e || @] | @ =] =] | = | - | a] @] @l || al a] «| =] =
240 Bananas o | a| @l @| «| a| @] @ | = | = - w|l = | 2| o] =| = - el w) o] @ @] e | =] =] -
234 Hides and askins | = = =] ] @] = = - -| - - ] = B B| «| =| & - w| @l | «a ]« | B w]| ] & o] =
208 Zine o S S Y ) I T Y e S R Y N O U (U NV (R NV OR[N ) R
210 Copper ’ | =] = =] = «| «| = | 26 - - - | =| =] w|[90]| «| - - w| o| @| = ||| @] o] = =] =
208  Eazes glalcl ol ol ol ol ol ol oo [l ol alsal al el e =] = =2l =]=]=l=]-|-|~]-
204 Tobaceo - 43| = 50| =| =] =| = - - = - i| @] w| | @ | - - | | ] 2| ]| ]| B =] = = |27
196  Tea | =] = = =] =] =] - - o] - - w| 6| @ «| =] «| = - (66| =|18 [ ]|~ 9|~ =] =]~
184 Tn w| w| v =] ] A | 6| ] a | =] w] | =18 < | = |27 | =] | 8| «| | - B| ~]2S =]~
1R0 Sugar - | = w]| =] e -] = - al| = - |l - @] @ ] | - - -l w]| w| | ] ]| V| 4h| ]| = =
154  Petrolemm 22 | = | =| =] ~| =43 = - -] - - m| @] =] @] -] «| = |20 25| - -| - 73 | = |28 | | - =
164  Wool el | e =] w] =] =] o] w| | = |- a2l 2l el ol o] e e e = ef28| = -] =185
148 Fogtilizorg (nit\rato of soda) C I I S B T i X I I el @] o] @ w| =] = | = N A e e i e R
142, Rubber | o @ a o ®| | - - - - - w| w| @ w| | =| = |48 (17| | = |- | =20 = |14| ~ | =
Total % of imports sovered 61 43 31 56 25 34 76 B1' 63 69 75 29 66 49 B4 90 Bl 63 75 77 88 36 68 73 8§56 74 70 50 24 ¥

/tor a predaminant
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for a predominant proportlon of the exports of geveral Iatin Americen
countries and approximately helf of the exports of several others.

Tu the intermediate remge of price increases, Ceylon wes dependent
primarily on the price of tea end two of the small Central Auerican
republice on the price of banapas. /Among the products at the very
bottom of the scale, Bolivie Wwas predominently dependent upon tin prices;
Cuba and the Dominicen Republic on suger prices; Venezuela and Iran on
petroleum prices. Petroleunt accounted for a relatively lerge proportion
of the exports of a number of other countries; copper for almost half

of Chilean exports; rubber, for almost half of British Malayan experts;
suger, for almost half of Phillppine exports, more then balancing seeds
end olls at the other end of the price scale; Slem's tin exports were
balanced by half the exports of rice.

It is thus evident that the experience of wvarlous under«developed
countries differs conslderably, according to the price position of the
particuler primary products in which each speclallizes,

It has already been obgerved that price changes between 1937 end 19%8
differed consideradly among commodities, &s compared with the average. A
second colum of indices based upon, 1947 prices relatilve to 1937 prices, dut
weilghted ag in the preceding column, hus therefore been added In
table ITI-4 for comparison, The bottom colinm In {able TII-5 ghows the
proportion of the total exports of each counbry accounted for by commodlties
included in the index presmented in the first column, It will be noted that
in some cases, other exports than the primary selected commodities considered
in this section accounted for the major ehare of total exports, i1.e.
those cases in which the figure in the last column is less than 50 per cent.

Teble ITI~6 shows "Index of the export price situation" for the
period 1938 to 1947 for the countries included in table ITI-5. This index
hes been compubed in the following menner: It 1s assumed that each of the
llsted countries obtained for i1ts major export commodities the price listed ‘
in taeble III-4, which 1s based on market quctations, Hence the index .
measures the relative position of different countries éccording to world
merket price movemente for thelr major export articles. It does not
measure thelr actual export prices, which are determined by the specific
markets and conditions uwnder which export articles are sold.’

/Table III—6
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Table ITI-6, Index of Export Price Situation, 19%7
© (1938 = 100)
Central America, Including Mexico and Caribbean Area 282
Grenads, , 665
St. Vincent 382
‘Dominica'v } : 380
‘Il Selvador ' L 338
Costa Rice . : . o 1336
Hedti S | 327
Nicaragua A o .. 318,
Guatemals o ) - 309
Panamg, . - " 299
British Honduras | . 298
St. Lucia . 283
Dominican Republic i L o7
Surinam o e
Mexico . 256
Hondures .. , | _ . eho
- Jamaica B , -V
- Leeward Islands 217
Trinidad and Tobago | P11
~ Guadeloupe 20k
. Maxrtinique o 192
Cuba | 183
Puerto Rico , ' 183
Barbados - - L : 180
- Falklend Islands . 17
f,South America S L . o 267
' ;Dcuador o Co Lo LE8
'.Brazil . . | .m” ' | 369 a
_“French Gulana , ‘ o ‘ . 313,
- .Argentine “ - 310
- Colombie . - , 28k
. Paraguay. EE 281
”V~e Pgrg ‘ o ~f‘ . ‘ 232
- Uruguey o 217

~chile - e 191
- Bolivia - o - . 184 -
a Bxitlsh Guiana .. 180
ﬁVenezuela ' - 171

. [Burope
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Ewrope : o 260
Hungary I J ‘ " 310
Finland 304
Yugoslavia 293
Poland - 291
Roumania - 231
Greece | ~ : 230
Albania | 219 -
Bulgaria ' o 20h
Africa , o 391
Gold Coast 665
French West Africa ; L66
Sierra Leone : Ly
Nigeria : ~ © k31
Egypt ' ' o 387
Tangenyika 3 I 383
Kenya-~Ugeanda, - 359
French Equatorial Africe - ' 352
Madagascar ' 320
Belgian Congo ‘ 280
Northern Rhodesia 210
Asila 250
India - ~ a7
Chira ' 31k
Syria-Lebanon 306
Iran 285
Philippines | . . 279
Burma ’ 268
Siam | : 256
Turkey . : 231
Ceylon . 203
Indonesia 190
Iran _ 164
Federation of Malaya | 154

/Grouping countries
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Grouping countries acrcording to the indices measuring thelr exvort
price positioﬁ in 1947 relative to 1938 results in the followinhg reglonal
tndicess '

APYI08 +vasesesoasonconnssssosoessscsrsensesss 391
Central America, Mexico, Caribbean areé s.c.s. 282
SoUbh AMOTL0A seessssserssssnserosnsesssorasan 207
Burope .....;Q.................;.....,eo.o.s.. 260
AS18 4vaensenvassnnnanssssssesassssascranseris 250

On the basis of this index, export prices of primary products
increased 2.5 times or more, on the average, for all reglons, though less
for Asian than for Iatin American covntries, The African index 1s the -
highest. |

Finished Manufactures and Capltal Goods

Direct'ppice quotations comparable to the pfice quotations of primary
J- products considered above are not available for menufactured goods
B generally, or for capital goods. Indices for manufactures and certain
classes of capital goods have been derived from the trade statistics of
gelected industrial countries; these are compared with indices for primary
. products derived from the ssme sources in section IV of this report.

Though & precise comparison of such unit value indices with the indices
derived from price quotations 1s not ﬁarranted, it is of interest to note
here the geneval fange of the unit value indices. |
Table TIL-8 presents in summary form the unit value indices of

nanufactursd items and selected classes of manufactures that are
represgentative of capitai goods, derived from the trade statistics of

. the four industrial countries for which the indices can be readily
expressed on the hasls of currenciles convertible into United States

" dollars: The United Kingdom, the United States, Swedsn and Switzerland.

[Teble III-T'_(SJ‘  o




Teble III-7 Price Indices
1938 =

United States:
ﬂnited States:
Tmnited States:
Tnited States:
Thnited States:

Export price indsx of

Export price index of

Export price index of

Import price index of

Import price index of

United Kingdo_mh/ : Export price
Tmited Kingdom./ + Export price

United Kingdomh./ :
b/,

United Kingdon

Export price
Export price

Unilted Kingdom._/ Import price

index

‘:Lndex"

index
index
index

/0N, !Sub
5e 30

Phrs

of Manufactures, 1947

100

+3/W15

Price inder

finished mBNUFACTUIOS,ssoessacss
gemi ~Tinished manufacturesS.c....
selected capital goodsﬁ/a soesant
finished manufacturesS.ccercosees

seml ~manufacturescecsovsscasesasas

of metal mAnufactUreS.eessvsoncs
of menufactured text116S.esese.,
of other menufactured products..
of a1l manufactured products, ...

of manufectured productsisiecess

Swedenb_/: Export price index of melscted capital goods to
under—developed GOUIl't!‘iGSoq.pu- T E P PAGOQOIOCRPQAB0eCRD TS

Switzerland: Export price index of iron and steel manufactures y

Other than vratchesllﬂiﬂllao‘aﬂ05‘0'0“2"60!99(!&'0ﬂuelnﬂ 2

Switzerland: Import prices of metal BANUEACHEULOS 1 neseresaanannnrivsns

Switzerland: Import price index of VOhLC1OB. « s asnoocososararssniross 1

_g./ For a list of the goods included,

‘g/ United Kingdom end Swedlsh price indices have been converted into
United States dollars,

¢/ Meen of 1938 and 1947 welghting.

gee appendix C.

190
188
179
oho
201
183
267
197
202
213

poe/

It will be noted that the price indices for metal manufacturés and
for other classes which are representative of capital gdods are, with the
8ole eXception of Swiss iron and steel manufactures other than watches,
neoar or bhelow 200 - an indication that prices of such goods, on the average,

‘have not quite doubled between 1938 and 1947,

The price indices for total

mamfactures, on the other hand, are double or more, compared with 1038 with
the exception of United States exports,
The table also includes prices indices for manufactured Imports, as
Woll as exports, of the United States and the United Kingdom. This price
Index for the United States 1s indicative of prices that under-developed
;z:::zizﬂ pay for imports of manufactures from countries other then the
tates. The United Kingdom import price index i1s correslaondlngly
Indicative of prices under-developed countries ray for such lwmports from
Coun"briea other than the United Kingdom, including the United States.

/The United ;{mgdom \
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The United Kingdom 1rnpox’t price index of manufactures is only little
higher than 1ts export price index of all manufactures., The Unilted States
import price index of finished menufactures is, however, substantlally
| ‘highar then the corresponding United States export price index. Thig i
1argely accounted for by the high price of textiles and the relatively
,.sm.all proportion of textiles in the United States price index, Ths
v'r'textile price index for United Kingdom exports shown in table IIT-8, and
"""the textile price :Lndices presented in secti on V "are uniformly high
'vIn the post-war period United States textile exports increased,
particularly to under-developed areas formerly -served by Japanese exports,
‘They -remain, nevertheless, a much smaller proportion of United States
- exports than they generally form of the total imports of under-developed
wcountriss., Accordingly, the 1947 price index for total inanu_faétureg
~imported by under-developed counttries may. be ezpected tc_)' Qxceed 200 :by
a considerable margin, - -
United States and United Kinpdom Impon T.bwit Valves of
T Primary Commodities

To supplement the price quotations in the. preceding section, an ..
analysis has been, indertaken of the import unit values of important

~ - rimary. commodlbles into the United States and the United Kingdom for.
. the. years 1937, 1938 apd 1947. - The results cf this, analysis are set out

on the following page.

/Table III-8.
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Table III-8, Import Unit Values,

Unlted States:
Sugar '
Coffee

Canned beef
Tea

Bananas

Cocoa and cocoa beans
Cocoanut oll
Palm oll

Copra

Cashew nuts
Tagploca

United Kingdom:
Oranges
Tomatoes
Butter

Bggs

Tamb

Wheat
Maize (corn)
Rice

United Statess

Raw cotton (short staple)
Raw silk

Jute

Burlayp

Slsal

- United Kingdom:

Rew cotton
Wool:
Flax

(1938 = 100)

FOOD

TEXTILES

E/0E,1/Sub.3/W.5
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1937, 1938 and 1047

1237,

190
189
115
184
11k
111

89
101

b
98
135

97
129

152
115
101
111
130

125
136
105

1947

3%6
283
181
170
273
55k
Lok
k3
‘294
b1

311
284
185
261
152
286
352
488

260
397
283
358
30k

293
208
286 -

JMETAIS
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Teble ITI-8, Import Unit Values, 1937, 1938 and 1947 {continued)
| (1938 = 100)

1937 2947
METALS
United States: . ,
Irén ore 96 ‘ 181 
Tin bars, blocks, etc. 131 189 .
Copper ore 219 .
Copper 209
Bauxite, crude 92 8k
Nickel 99 120 .
Platinumn | 140, 77
~ Manganese ore o 177 b ooy
Sodium nitrate 99 146
Asbestos , - 99 6
Chrome ore, or chromite | o 96 315 .,
Tungsten ore and concentrates 56 . - 93 L
United Kingdom: o
Lead B : 150 b8
Zinc - 162 413 .
o ' OTHER PRIMARY COMMODITIES
United States;
Crude petrolewn -106. 228
Fuel oil I 98 212
Gasoline z 8l 21
Tobadco, cigarette leaves - 84 178,
"Tde¢CO, cigar leaves B 96 ) SRR
 Lumber logs ‘ . 123 ':‘, ‘3377 )
Hard" lumber S ‘ ‘ o3 :i57‘h
Uncut diemonds - ' 107 119 L
Industrial diamonds , ‘ 115 lO7,HtLV'
. Goat sklns T - 145 292
Tung ofl - o oo se2
Fur - . 87 u3
Flaxseed - ‘ E 97 502
3ristles s R ‘ N 120 | 183
Cattle hidgs ‘5” ; . ‘ ‘lh6‘ : 276
 Linseed oil . o 105' | 513
‘United Kingdom;
' :: vRaw‘1inseed oilvj“‘ '  v‘llh . 829
131 18k
“f98 o 236'>

L ihese
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These Indices broadly confirm the preceding analysis bassd on price
quotations. There are, hovever, discrepancies which illustrate the rem_arks
1selow on post-var price data. Among foodstuffs, coffee, cocoa, cocoanub
oil, palm oil, copra, tapioca, corn and rice are outstanding because of
Jarge price incresses. The only foodstuffs which have not doubled in
price —the price increase for manufactured goods - are tea, bananas, butier
and laab {(the two latter indices from Unlted Kingdom data are probably
a vesult of bulk purchacing). i |

Among textiles, vaw silk, sisal, burlap, flax and jube have increased
more than cotton; wool has incrsased least., All texbiles except wool are
clearly above the price level of manufactured goods.

Among metals, the price increases ars much smaller, except for lead,
zinc and chromite. Copper, iron ore, tin and platinum have not increased
more than manufactured goods; nickel, manganese gre, sodium nitrate and
asbogtos have increased less than mapufactured goods; nickel and btungsten
have actually fallen in unit wvalue, ‘

Among other pi*imary commodities, the li-argest increases are for
Jumber logs, tung oll, flaxsoed and linssed oil, Gasoline, diamonds, har:d
Jumbor, and furs have risen notably less thun ssnufactured goods. Petroleum,
fobacco and rubber have also not in¢reased more than the general range of
manufactured goode, |

‘ Price Relatives of Swedish Capital Goods
A special analysis has been made of 1947 prices, relative to 1938, or
a number of selected Swedlsh capital goods, based on export ‘unit values,
The products selected are the more important capltal goods items in '

Sweden's export trade. In the following table, the data are not given
in Swedish kronor, but in terms of United States dollars, taking
account of the appreciation of the Swedish kronor in texms of the ’
TInited States dollar which occurred between 1938 and 1947. In this way,
1 The fiéuz:‘es are made comparable to the data given in the analysis of
United States capital goods.
The results are presented in the foll. owing table, in which Swedish. ‘_
' capital goods are arranged in descending order of price increases since 1938, R
The average for the itéms of capital goods in terms of United Sta“bes
dollars for 1947 (1938 = 100) is 210, if the 1938 quantities are revalued :
at 1947 Prices, and 213 if 1947 quantlties ars revalued at 1938 pricesg. o
The Price of Swedish capital goods - 1ike that of Swiss capltal goods' - has

g risen disﬁlnctly more than that of’ United States or, United Klngdom capl'bal

S | . /TableIII'9 ‘
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'TABLE III~9. INDEX OF EXPORT UNIT VALUES OF SWEDISH CAPITAL GOODS

{tmited States dollar equivelent)

(2938 =

1947 price .n
TU.8. dollars
(1938 = 100)

{1
Group A. Price index over 240:
Rrakes for reilways mnd tTEMWAYS « ¢« « o &+ o ¢ ¢ ¢ s s 0 6w e o b 8 o4 e 354
Hot-Tolled steel weighting 20-60 kge « « « ¢ ¢ + ¢ o 6 o o o ¢ s s o o s @ 330
Tubes other than costed with paint « & o ¢ ¢ ¢ 4 ¢ ¢ o ¢ ¢ s 6 ¢ o o s s &
Knives not elgowhere pecified « - v « o ¢ o s« o o & ¢ ¢ a o ¢ 2 8 s & & @ 319
Acourmmulatora and parts thereof, other than alkelins elements, batteries
and acounmmletor PLates « + « s ¢ s o ¢ s e 4 b b e v b b u e e s s 319
Wire, stripe or sestions, hot-rolled not elsewhere specifisd « + & « « o o« £50
I,a.tho‘a...‘.............----..-..-......a 250
Vegsels and shipa other than private salling boats and rowing boats. . « » 248
Trenemisgion shafte weighing 500 kg. or less 241
Wireless telephone and telegraph seis, radio magnetic and parts thereof. . 241
Group B. Price index 200 = 240:
HATVOSLOT'E o ¢ o o+ ¢ a # ¢ o o o o o & o 6 8 o 8 & 5 6 8 & ¢ 6 6 06 9 s 8 » 239
Hot=rolled ateel other than metaleingote « ¢ o o ¢ o ¢ o ¢ o s 0 s 9 ¢ o & 227
Diesel, 25 tons and abOVO. ¢ s » o ¢ s ¢ s ¢ 2 a s 2 s o s s s & 5 0 ¢ 8 & 219
Genexatorg, 100 O BOO KZe « o o o o o o ¢ ¢ o o's o ¢ 6 0 4 6 6 's o s s o 218
Mowingmchinoa--.........a..---.....-..-.-c. 211
Steem tUTDINGS o ¢ o o o o ¢ s 2 ¢ 2 2 4 ¢ 0 ¢ 2 s 4 s s s 2 e e s a e s 211
Generators, 3.000 kg and 8bOVO. ¢ « o s s ¢ o s ¢ ¢ 6 o 5 ¢ o 5 s 5 5 2 » 209
Internal combustion engines, 500 to 1.500 kg. o s s s s 8 e s 8 a0 0 207
Wire, stripe or sections, hoterolled round; of metal-ingote. C e 4 e a e s 202
Dry and wet process paper and caxdboard machines « « s ¢ o s ¢ o ¢« ¢ o o « 201
Croup 0. Price index 175 - 199:
Tube DLANKSE. + o o o o o 5 o 4 ¢ o & & o o ¢ 8 & o 5 8 2 ¢ 8 8 o 2 0 0 o o 199.
Pig—iron--..-.---....'-.-...............‘ 192
TIAsEOYE o ¢ o+ o + ¢ o o o o s o 6 s & o o a o 8 6 o ¢« ¢ a 5 3 s ¢ a4 s o » 191
Cold-rolled or cold-drewn steel eto., flat 0.9 rm and OVeT « o ¢ + « o & o 185
Machinery, not elsewhere mentioned, for other purposes than leather
or toxtile induabtry or pottdATF. « o ¢ o o ¢ 4 o s s 0 s s s e s 6w 185
mgo..-uonnouoo-c-nn-c".-o-naloll-oco 185
Drilla,scr!'driverseto-.......................- 182
Cold=rolled or colld-drawn steel etc., flat 0.4 $0 0.9 mm « & 2 o o o & o » 180
Diegel, 5 0 25 $O18 o « + ¢ 4 & s s ¢ o s 4 s s s s s s e 00 e 0 180
Metulworkingmachinesforgrinding.................... 77
Telograph snd telephone apparatus. « + ¢ « ¢ ¢ ¢« s o o s o o s o ¢ o o 4 77
Group D. Price index under 1751
Internal combustion and Diesel engines, 500 kg. and 1888 4+ ¢+ ¢ ¢ s v o 0 o 170
Cold-rolled and cold-drawn steel ete., flat less them Q0.4 mm o o o o« o « » 165
Saws and aaw blades not slsewhere specified. « o « o+ o ¢ ¢ ¢ 2 s o ¢ o o » 165
Water turbines . ¢ o & & ¢ o o ¢ s o ¢ ¢ 2 06 6 o 5 8 6 s 8 0 2 8 8 s 6 0@ 161
Car parts not elsewhere specifieds + o ¢ o o s o o ¢ ¢ o ¢ ¢ 6 ¢ o ¢ o o 159
Forro-0hTOMO » s ¢ s+ o o ¢ o s & & ¢ & & o ¢ & v,0 8 5 ¢ 4 s 86 35 6 6 5% o @ 143
FOrTOowwOLfTaMe o o © & o o = & 5 ¢ & & 2 o & & &« % 5 5 8 4 & o & ¢ & 8 v « 141
e« m s % v e ® e e e s ar s s s e ose 119

Billet!,etcn P I I

'

s/ ror the purposes of this table, under-desveloped countries include eastern Europe (exsluding USSR and czechoslovakia) » Gnpnd Turkey, the Middle Xast, Far Rast,

Africa and Latin America.

Total tonnege
exparted, 1947

(2)

486
3300
4775

176

2063

Sleg
895

128702
3383

529

1740
15965
902
70
geve
650
1143
568
15468
2041

loso2
16395

997

3597

3656
614
585

2423
902
560
976

608
3528
1248

670

518
3707
1040
1082

Por cent of tonnage
exported to under-

developed countries®/
in 1938
(4)

28
46

66
15

75

29
43

55
8?7
65
52

16
61

10
26

58
33
27
18

22

32
25
14
55

K
16

/columm 8

e o
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Por cemt of tonnege
exported to under
developed countriesd/
in 1947
(5)

9
11
11
75
34
18

41

9
38
67

18
al
45
63
£l
68
31
52

2
80

3888538 Raww
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Column 3 shows that there have been considerable shifts in the
composition of Swedish exports of capital goods between 1938 and 1947,
Ixports cof non-ferrous metals and manufactures, tool steel, hot-rolled
steel, steel wire, tubes and generators have declined heavily., On the
other hand, there has been a iarge increase in the export of knives,
saws and saw blades, harvesters, tractors, general machinery, accumulators,
magnetic radlo sets and brakes for rallvays and tremvays, In general,
there has heen a shift from steel mill products towardse machinery,
apparatus and transport eguipment,

The price index for apy individual item in the list may be aer}ously
affected by a change in the composition of goods within the class,i ‘
exported in the two yeers, Ievertheless, the table confirms the
concluglon that, while there hag been a good deal of divergence in
price changes, the deqres of dispersion among the price indices for
capital goads is considercbly less than that for price changes of primary
materials, TUsing the difference between the upper quartile and the lower
quartile, expressed as a percentage of the lower quartile, azs a
statistical messure of dilspersion, we find that whlle among the price

indices for Swedish capltal goods the index of dispersioct; is only
thirty-six per cent, the corresponding index for the primary goods in

table ITII-4k 1s seventy-seven per cent., The canital goods which have

increased in price consplcuously more than the general average are brakes
for rallvays end tremvays, hot-rolled steel and uncoated stesl tubss.
The capltal goods which have increased least 1ln price are steel billets,

ferro-woifram manufactures and ferro-chrome manufactures.g/

s

&/ There 1s obviously much more latitude for such change in a
comprehensive class, llke vessels or machinery not elsevhere
clagssified, then in a class like pig-iron or wolfram,

2/ The fact that primery goods prices have becoms more dispersed than
thoee of manufactures is also apparent fromx the data on Latin American
terme of trade prepered by the mecretariat of the Intermational
Monetery Fund, Taking 1946 in relation to 1935, the average deviation
of thirteen Latin American export price indices was 14.8 per cent

of thelr average; that of the corresponding import prices was only

9.9 per cent. The range of the index for exported food was from

194 to 733, that of exported minerals from 115 to 370; whilst that

of imported textiles varied only from 220 to 344; imported durable
consumer goods from 148 to 203; and imported mechinery and eguipment
from 132 to 170, ‘

~ /Among the items
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Imong the items for which exports to under-developed countries vere
important in value in l9h7, the price index increased less Than the
average for the followine.

Wolfram, steel billets,kcold-rolled or cold-drawn steel flat,

internal. combustion engines, weter turbines, machinery not
‘elsewhere clagsified and motor car parts.

The more important categories of capital goods for which the price
index lnureasod more then the average were: ;

hot~rolled qteel, steel wire, steel tubes, ¥nives, lathes,

wireless sets and perts, larger Diesel enginea,;generators

steam turbines, transmissibntshafts; brakes for. rallways and

trauwajs accumulators and vessels Bnd . shipa. -

The average price index is substantially the same. for eXports to
industriallzed countries and exporbe to under-developed COUntries ag
the following shows- v v o _ y .

Table I1I-20, Index of Export Unit Values of thirty-nine
‘Ttems of Swedish Capltel Goods, 1947
(United States dollar ‘oquivalent )-
(1938 = 100)

1938 1oh7

weighting welghting
All countries - B © 2o 213
Under-developed countries ' Coepr ©183

On the basis of 1938 weights, the price indexes for ipdustrialized
and under-developed-countries ghow 1little difference. Betweep 1938 and
1947 there wos a shift in the composition of exports of Swedish éapital
goods to under-developed countries towards those 1tems which had
increased less in price thaen the average, without a corresponding .
dsvelopment in the exports to the industrialized countries. For this
© reason the index based upon 1947 weights is somewhat, lover for‘the
 upder- cheloped countries then for the industrialized countries, The
idivergencea thus reflect a change in the composition of goods, rather -

' than differences in prices peid by under- developed and Induatrial
countriea for the same type of goods. '

/The price change

y
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The price change of Swedish capital goods has also been geparately
analysod for the various under-developed areas, with the following

result:

(United States dollar eguivalent)

1938 1947

welghting' welighting

Eastern Europeg/ ‘ ' f"—gggw“* 2ll
Greece and Turkey 291 235
Mlddle East ‘ 205 199
Far Iaast A 207 152
Africa 175 177
Latin America 204 171

All under-developed countries e | 183

E/ Excludlng the Unlon of Soviet Socialist Republlcs and Ozechoslovakia,

The differences among the verious under#developed areas, and the
shifts In the two indices according to welghting methods used, are due
to considerable differences in composition.

The figures for the Middle East are bamed on extremely small
quantities, and Include only eleven items of capital goods, The flgures
for Greece and Turkey include twenty capital goods items., In the case
of the other areas, the coverage 1s broader.

Among Swedlsh exports to eastern Burope, telegraph and telephone
apparatus, ferro-wolfram manufactures and hot-rolled steel, other

than ingbt metal, were the three most important items l1n 1938, but the

first was replaced by wireless, telephone and telegraph sets and the
third, by vessels and ghips in 1947, In the case of Greece and Turkey,

the most important items in 1938 was general machinery and telegraph

and telephone apperatus, accounting together for over haelf the total

value, In l9h7, telephone and telegraph apparatus alone accounted for

two-thirds of the total, In exports to the Middle East, telegraph and

telephone apparatus was the most important item in 1938 (about forty

per cent of the total) with small Diesel engines and car parts followling;

in 1947, wireless, telephone and telegraph sets accounted for over fifty

per cent of the total, In exports to the Far East, hot-rolled steel

was by far the most important item in 1938, followed by steam turbines; T

in 19&7, steam turbines had become more importent than hot-rolled steel,

The main éales to Africe in 1938 were hot-rolled gteel, accounting for

over fifty per cemt of the total; in 1947 vessels and ships, drills

and screwfdrivera and general machinery had become the most important ltems,
[In
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In Latin Americe, the main iftems in 1938 were telegraph and telephone
apparatus (over thirty per cent of the total) and vesesels and. ships
and hot-rolled steel came next; in 1947, telegraph and teiephone
apperatus remained the most importaht 1tems (over one~third of the
tbtal), with vessels apd ships and general machinery next, These
shifts help to explain thHe divergence in the various price indices.

0w, amisE
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IV, ANALYSIS OF PRICE REIATTIONS IN TRADE
STATISTICS OF INDUSTRIAL COUNTRIES

This scction prosonts ond onalyses price indices derived from the
trode stotistics of Fronce, Switzerland, the United Kingdom end the
United Stotes, porticulerly in their becring upon the prices of
menufectured nnd copital goods relative to prices of primary products,

The trede of these countries includes trade with industricl as well
as under-developed countrics, In fact, the former is generally the
larger. The indices ore not, therefore, direct mcasures of relative
prices in the trade botwbcn the industriclized coumtrics ond under-dovoloped
countrics. Relative prices in the trade of the industriaslized countrics
with the undor-developed countries moy diffor from the indices prescnted
herc, becrusc the composition of trade with the under-developed countrics
differs from the composition of trade with the other industrizl countries,
or the totol trede in any major clmss of goods; or becousc, in a givon
period, the prices - rcletive to thosc of onothor period - poid and received
by under-~developed countrics in thelr trede with the industricl country
may diffcer from the prices paid ond recelved for the seme or similar typcs
of goods in thc trade with other industricl countrics.

Such differcnces would, of coursec, be reflected in o comparison of
the indices presented in this scction with indices for the trode between
industrisl countrics end under-developed counbtries, individually or by
ereas, This comporison is aveileble in thé crse of tho United Kingdom ond
the United States; casc analyscs of the trade of esach of these countrics
with sclected under-developed countries, prescnbted in soctig V of this
rceport, confirm the gencrel findings noted in this scetion.

The differences between the'composition of tho aggrcgetce trade of
the industrial countrics and the composition of their trade with
under~-developed counmtrice can be taken into account, to some extont, by
comparison of relative price indices for specific classes of goods which
are cspeclally importent in the trade of the under-developed countriles,:
This is the main focus of the analysis of this scction, )

The indices prescnted in this scetion arc based upon the treade
statistics of the given industrial countrics. They are, theroforc, in all

caseg, unit valuc Indices.

l/ In the casc of Sweden, indices of caplital goods prices also have beon
. obtained by geographic areas; arca comparisons have been comsidered in-
' tscction IIT of thils roport. ' :

/The export price
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Tho cxport price indiccs are uniformly based upon cxports valued
f.o.b. end thercforc roprescnt export pricos of the goods at the port
of exit; they do not incofporatc charges arising out of transport.‘
Imports, on the othor hahd, aﬁe gcherally valued c.i.f, éﬁd thercfore
include charges arising out of transport to the destination. The French,
Swiss and United Kingdom indices are‘based‘On‘such vaiuations. 'The import
price indices thus incorporatc changes in'chargcé arising out of transport,
which may have been larger or smallér.than the‘chéngés ip'thc price of the
goods. Import pricce indiccs are‘affcctcd apprecidbly by this factor only
when the difference botween prilce 6hangos and ohaﬁgos ih the charges arising
out of trans port are substantial snd when, in addltlon, the importance of
transport charpes is sufficicnt to affoct thcllmport price indices
appreciably, i.e. if they rcprescent a large prbporﬁion of the total
‘delivered cost of tho particular‘proﬂuct. (Onftho averagé; such charges
“were ebout 10 per cent of the total valuc of Wozid imports in the prewer
yecars). Tha United Statcs trade statistics valuc 1mports, as woll as
exports, f.o,b, In this casc, thorefore, the import and export price
indices ere dircecl comparisons of prices of thc goods themsclves and
charges arising out of transport do not cnter as a factor in thc:comparison.

/A, United Statos |
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A. Unitcd States Trade Statlstlc'*

The United States was one of the nmajor trading countrics of thc world;
4n the pest-war period it has become the major trading country in the world.
It is onc of the main buycrs of primary matcrials from the under-dcveloped
countrics and the main supplier of capital zoods and other manufacturcd
goods to thom, The price relationships among the goods é:ntering into the
+rede betweeon the United States and under-developed coun‘triés thercfore
have considerable welpght in determining the terms on which the latter
cxchange goods in thelr international trade., Price relationships among the
differcnt clesses of goods comprised in the intcrnational trade of the
Unitced States should also be an important indicator of price rclations in
-l:hc‘ oxchange of corrosponding goods amdng qther countrices.

 In assessing the prico indices derived from United States trade
stetistics, attention should be drawn to two technical characteristics of
+he data: ' .

(a) The United States import valucs , as distinguished from the practice

of most other countries, are computcd on an f.0.b. basis, that is,

oxclusive of costs of transportation, insurance and othor expenses
arising in carrying the importcd goods from the counmtry of consignment
to the United States. TFor the present study this is an edvantage,
since rcceipts for such itc:m's‘ do not normelly go to under-~developed
countries; hence, the United States figures arc not affected by changes
in the costs of transportation and shipping., United States exports,
following the universal practice, src valucd as st the United Statés

- port of oxit, that is, thoy exclude ell shipping charges, cte., which
normally have to boe pald by thc under-developed country to which goqu

-arc consigned, A comperison.-of the United States import price dndices

with e:cpor‘ﬁ price indices 1s thercfore a direct comparison of prices

racoived by the scllers of the goods and charges arising out of
transportation do not affect cither of ‘the indices‘. Inport price
indicos for other countrics generally include: the charges aris:Lng

out of transportetion; cxport price indiccs do not.

}(b) The United States pricce indices arc dorived by the so-called

. "'ideal formula, Under this formula the weighting systcm is a gcometmc

‘mean of the basc period weightod index and the given yoar ‘W'L.ighted
:index.,  Since the official United States data aveilaeble for this

analysis are bascd upon this weighting system, tho indices computed R

ior this study werc derived on the samo. basis, in order to assure

} statistical ‘comparability throughout ‘

» , ;T"ID T ollowlng table shows the changes in the to‘tal Umtod States tcme.
03_ tl"ade- _ - . S K . . ‘ ) . .
Con o frota) Unitod
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Total United States Terms of Trade

(1938 = 100) o - |
1937 1946 | 1947 1948
- First Socond First Sccond First
Half Half Half Half ‘
U.5, import | , o
unit value 111 170,189 g6 220 240
U.5. export _ . . . ‘ _ _ '
unit valuo 108 156 171+ 191 203 o2
Terms. of trade |
(for non-U.S, «
countries) 103 C109 1 13 108 110

The table shows that for total Unitod States trade, terms of trade
during the post-war period werc sbout 10 per cemt more favourable to the
countries trading with the United States then in 1938, It will also be
secn that overall United States terms of trade changed very little between
1937 and l§38. The corresponding index for overall Unitced States torms
of trade on a 1938 basis is 129 for 1913 and 126 for the period 1926-30,

50 thet rathor half of the ground list between 1913 and 193'8 by the trade
partners outside the United States hagi been recovered in 1947.

The composition of United States imports ‘and'exports by mejor classes
of products is shown in appendix A, Among tho United States imports, those
from under-doveloped countrics are, of cowrse, largely in the classifications
"Orude materials” and "Crude foodstuffs’. The composition of United States
exporis to under-developed countrics, presk;ﬁto'd in Appendix B, also differs
from the composi tlon of total United States éxports, though not so much
so as in the casc of :meor’ts. United States food snd cruds nater 1als accoun’c

~ for a much snallor proportion of exports to unde »-d.eveloped countries than

of export** to indu.atrlal countries; in the case of menufactures, the reverse
is true, particularly for the important sub-class of machinery and vehicles. .

‘Accordlnﬂly, “the terms of trade betweon the Unltad. Statos end under-developed
: c:ountm?s may bhe considerably different from Lota.l Unltcd States torms of
Ctrade,”

The United utates date are thercforc particularly useful for comparison

of price 1ndiLes of aifferent classes of goods J.mportant in United States .

 trade with under—dcvalOped countries, or m the trade of under—developed |

countries generally. Price indices for major groupings of Umted Sta’ces :
s imports and cxporto are shown bclow.

l/ ‘Gasc: analysc:s of Unlted States trac‘le with sele:cued under-deVeloPed

- countrics arc covered in soction V of this roport. Price relations = .
" between United Statos imports of primary goods and United States oxports.
v of capital goods in trade with the selccted coun’tries are. covered ‘oalow L

An this section.

fdlem -1
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Tavie YV»l, United States Tmport and Export Prices
by Groups of Commodities
(1938 = 100)

1937 1946 o7 19u8
First Second First Second Filrst
Half Half Half Half  Half
United States lmport

unit value:

Crude materials = . 119. 169 S AT75 190 181 205
Crude foodstuffs c 12k 202 267 . 331 346 372
Manufactured foodstuffs o I

(including beverages) = 115 179 Ko} R 220 228 235
Semi-manufactures - 210 15 165 190 201 216
Finlshed manufactures 93 173 . 197 223 242 251
Total United States

imports : : 111 170 189 216 220 2ho
United States export “

unit vaiue:

Crude materials © 113 170 194 219 228 251
Crude Toodstulffs 123 221 250 - 246 288 302
Manufactured foodstuffs ‘ ‘

(including Dbeverages) 116 181 212 238 2h1 b7
Seml-menufactures 114 132 - 142 170 182 193
Finished manufactures 101 150 159 177 - 188 193
Total United States

exports 108 156 171 191 203 211

From the stendpoint of under-developed countrles, the important.
oategories are crude materials and foodstuff imports; end exports of
mapufactures, The outatanding fact in the table is the large increass
in the average price of crude foodstuffs during the post-war perilod, as
compared with pre-war; more then a two-fold increase by the first half of
1946 compared with 1938, and a further continuing increase to 3;72 times
the 1938 level by the first half of 19h8 Crude material prices, on the
other hand, increased very much less than foodstuffs, and sven lagged
behind the average of all imports throughout the post~war period,

Among the categories of manufactures exported, average prices of -
manufactured foods have been higher, relativalto ?re-war prices,

/than the average
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than the average for all exports throughout the post-war period;

semi-manufactures and finiehed mamusotvves lagged behind the .average

throughcut., Of ths latter twe, Zlalsuzd menufactures are by faer the
more important and a combined Index of the two classes would differ
little from the Index for finished-ma:ufaetﬁres,‘particularly for 1947
and 1948, '

If 1937, rather than 1938, had been used as a base, the pogt-war
indices for crude materlal iﬁports would be reduced by about one-sixth
and for cruds foodstuff importe by ebout onme-fifth, The export price
Indices Tor finished menufactures, on the other hand, would remain
practically unchanged, Thersfore the ratio of import prices of primary
commodities to export prices of finished mapufactures would be
congiderably lower on & 1937 base than on a 1938 base,

Table IV-2 presents price relations for the suppiiers of crude
materiala!and crude foodstuffs Imported into the Unlted States, in
relation to various categories of exports by the United States, These
price relations are measured by dividing the indicated United States
import price index by the indicated United States export price index
on the 1938 base and multiplying the ratio by 100, When the result
is more than 100, 1% ié favourable as compered wlth 1938, to ﬁhe

countries from which the United States lmports crude materlals or
-foodstuffs. The price relation for 1937 as compared with 1938 is also

shown in the table, Where the result in the post-war period is higher than
the figﬁre for 1937, the change 1s also more favourable then in 1937,.

to the country from which the United States imports crude materilals or
foodstuffs,, '

. Jreble V-2
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mahle IV-2. Changes iri Price Relations of Crude Materials and Foodstuffs
' to United States Ixports
1937 1946 19k7  © 1948

1st 2nd 1st 2nd 1st
Half Half Half Half Half

A. To Total United Stabtes Exports: (1938 = 100)

(Al) Suppliers of

crude materials ~108 108 102 - 99 89 o7
(2) suppliers of crude
foodstuffs 115 1h2 156 174 170 176
(3) Suppliers of (1) ‘ :
" and (2) 113 120 121 12h 115 127

B. To United States exports of finished manufactures
(1) Suppliers of C ' . .

crude materigls © 117 113 110 107 96 107
(2) Suppliers of '

crude foodstuffs 123 148 168 187 184 193
(3) Suppliers of (1)

and (2) 121 125 - 129 134 125 138

C. To United States exported manufactured food

(1) Suppliers of

crude materials °or 93 82 80 70 83
(2) suppliers of
‘ crude foodstuffs 105 123 126 139 143 150
(3) Suppliers of (1)

and (2) : 104 104 98 100 . 98 109

Suppliers of foodstuffs were able to obtailn over 70 per cent more
of the composite total United States exports in 1947 and 1948 than in
1938 for a given quantity of their exports; and an even larger quantity
‘of United States exports of finished manufactures other than food |
manufactures - over. 90 per cent more in 1948 than in 1938. The 1mprovemen'b
in the price position of crude foodstuff suppliers was much less as ,
compared with the 1937 price position, but nonetheless very subgtantial. o
The foodstuff imports , on the average, bought 57 per cent more of the
Tinisheq manufactures in 1948 than in 1937. ’

Suppllers of crude materials, on the other hend, ob‘te:Lned little
more of +the finished manufactures during the post~war period, compared .
With 1938, for a given quantity of their supplies, They obtained less
~t"hr‘:“;‘ghcut the post-war period than in 1937. The. ratio of United States _
import Prices of crude materials 1o export priceg of finished manufactures e
was 17, 'Per cent higher in 1937 than in 1938, but not so much higher,

compared with 1938 after the beginning of 19LL5 - d"St . SRR
United States .
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United States'exports of manufactured foods are a considerable part
of the imports of some under-developed countries, The measures of price
relations in the third part of table IV-2 are, thersfors, of some
significance. The.suppliers-cf crude foodstuffs to the United States
in exchange for United States manufactured foodstuffs had, on the average,
improved thelr price positlon by 50 per cent by the first half of 1948,
compared with 1938. The price position in the trade of crude materials
for manufactured £oods s however, deteriorated considerably over the
same period. “ - e

On the evidence of the anelysis of United States trade statistics
thus far presented, the general conclusion i1s that the price position of
pI‘lmB.I‘y producers exporting to the United States 1s considerably more e
favourable than in 1938 and in 1937 and lg almost: hclf‘-way back bo the
1913 price relation in the purchasing power of total ﬁhited States imports;
mimary producers have came even closer to the 1913 price relation in
relgtion to United Btates finlshed menufactures,

' There is, however, reason to belleve that this represents an
over —optimistic assessuent of present price relatlons from the point of
view of primary producers in under—developed countries, . None of the evidence
elsevhere in this report, vhether drawn from the trade statistics of other
industrialived countries, price quotations or trade statlstics of under-
developed countries themselves, suggests that the recovery in relaticn‘to
finished menufactures is as marked as the United States flgures suggest.

Two chor factors aceownt for this digcrepancy and induce great
cautlon in interpreting results so far cbtained:

(a) The United States pogition, as 18 evident from the preceding

tabulation, 1g characterized by exhtreme discrepancy between the

prices of imported crude food and of other primary materisls.

There is reason to believe that the prices for Imported focd-paid

by the United States are higher than 'thcée obtained by food -

producers in undev-ud.eveloped comntries in general. This is borne

out by & comperison of the pr'ice index of crude food importe into

the United States for 1957 (338 with 1938 &s the base) with the

index for food in general obtalned 1n section IIT of this report

(296 in 1947 with 1938 as the base). An explanation of this

discrepancy is the fact that the imports of cruda food into the

United States consist predominantly of coffee. Coffee, a8

indicated in. section IIT of this report has. risen in price in

- an excepticnally marked degree. Hence the prices paid by the

- Un:lted. States for crude food. imports camoh be -taken as reprasentative ‘
‘ : ' /f‘or ’choae obtained

KT
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for those obtained by food producers in general, €n the ohher hand,
the imports of crude materials are much more widely spread and more
repregentative of general prices paid to their producers, For these
1t is seen that the position is, Af anything, less favourable than to
that of 1957 and that there has baen‘no return to earlier and more
favourable price relations, - -
(b) - It may be noted from the preceding table that the price re“ation
to menufactured goods would be much less favourable in terms of
United States im@ortsf/ of finished menufactures. Our apalysis has
been conducted in terms of cheaper United States mepufactures.  In
the first approach, we may assume that_the'higher prices for:
United States imports of finished manufactures paid by the
United States will alse reflect higher prices paid by under-developed
countrles for finished manufactures fram sources of gupply outside
the United States, If this assumpbion is Justified, the following
computation may be made: ' N
The prices of United States exports of finished

manufactures and of United States imports of finished

manufactures are combined, assigning the United States

menufactures a weight of two-thirds of the total and

those of non-United States manufactures a welght of :

one-third of the total. This tentative allocation mey .

- reflect the present importance of the two types of

manufactured goods to under-developed countries, The

resultes of thie computation ars as follows:

Chénge in Price Relatlons of United States imports of

Primary Goods and Finished Meanfactures
(1938 = 100)

1937 1946 1947 1948
First Seconrd First Secona Pirst
“Lalf Half Helf - Half Half

'Primary goods in

terma of U,S, exported
manufactures 121 12k 126 133 =~ 125 13%

B.

Primery goods In

terms of V., lmports
of manufactures 122 108 102 105 97 103,

A end B, combined oo l5. . 119 128 124 116 12k

1/ See sbove, section 11:1, on the higher prices of Swedish and Swiss

capital goods.
/It will be seen
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¢"7 It will be seen that on this basis, the 1937 price relatlon has
- barely been restorsed, even though the United States‘imporb price figures
“ ' fob crude fobdatuff are overstated as a result of tpe prepandefénce of
’”ooffee. : |
- ' The- combination of finished menufactures imported into the
United States containe a higher proportion of textlles and chemicals
thar ‘those -of United States oxported menufactures, Since all the data
conteined in this report tend to show that these two constituents have
" increased in price more than capital goods in general, 1t 1s likely that
K the ‘combination of United Stetes imported menufactures with a larger
proportion of textiles and chemlcals 'is more.representatifé of"
~ under-developed countriss than that of United States exported
ﬁ'fmanufaoturae. :
"":Price relations of primary imports and capital exports
Machinecy, metal menufactures and chemicals are the most lmportant
for under-developed countries, among the types of prodict ineluded in
the total of finished mamufactures. Table IV-3 presente exﬁort price
indides relative to 1938 for machinery, for metals and thelr manufactures
and for chemicals that are generally used for production, as distinguished
from personal consumption. The composite is. thus broadly representative
of capital goods exports., The analysis has been based.on all relevant
items in the United Statés trade returns for which iaentical
claesifications were cbteinsble for 1938 and 1947, _This_exoludes
textils machinery, which has increased in price more thaﬁ‘most other
types, as is evident from the date oolleoted for the studies of selected
Jcountries.- : e

/Teble IV-3 ..
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Table IV-3. Price Indices, United States Exports
of Capital Goodaﬂ/ 1947
(1938 = 100)

‘Metals and menufactures 173
Steel mill products 172
Iron and steel manufactyres 5
Ferro-alloys | 136
Aluminum and manufectures ' 137
Copper brass and bronze manufactures 205
Lead and zinc menufactures 210
- Other non-ferrous oyes, metals 187
Machinery ' | : 167
Flectrical machinery and apparatus 159
Engines, turbines and parts 272
Construction and conveylng machinery 125
Mining, well and pumping machinery 126
Metal-working machinery 135
Office appliences and printing
machinery 150
Agricultural machinery 140
Chemicals and related products 213
Coal~tar products : 206
Chemical specislties 161
Industriel chemicals 282
Pigments, paints end varnishes 170
Fertilizers and fertilizer materials 210
Explosives, etc, 146
Total, above classes 179

g/ For a list of the goods included, see appendix C.

The export price index for the aggregate of these clasass was
179 in 1947, relative to 1938, barely less then the corresponding
price index for all the finished manufactures, As related to the
price indices for United States imports of crude materials‘and
Toodstuffs, the result is thus practically identical for the above
agaregate of caplial goods and for all finished manufactur'es._ The .
price relations are, however, different for chemicale and for machinery
and metal manufactures, ag the following table shows'

[Table IV -k,
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Table IV-4. Price Relatién of Primary Importe
to Capital Exports, l9h7
(1938 = 100)
Crude materials Crﬁde‘foodstuffe

Metals and manufactures 107 195
Machinery R 111 . : 202
Chemicals - 87 158 .

Total ’ | 103 188 -

The export price of Unlted Statee eapital geods fof 1947 compared with
1938, as shown in Table IV-3 may be compared with the price quotations
of primary goods,'and of classes thereof, contained 1n section III. A
comparison will show that, of the”twenty BUD~ErOUDS , only one - industrial
chemicals - had risen more than the general average of all primary
commodities; another sub-group - engins turbines and parts - had risen
almost as much; the other eighteen Bub ~groups had increased lese than
the average. Prices of food, vegetable oils and textlle naterials
had risen more than any of the twenty sub~groups, Non-Tood primary
commodities, however;.had rigen less than industrial chemicals or
turblnes, etc., and the Increase in minerals alone was less than in
glx sub-groups (oopper menufacturers, lead and zinc menufactures,
engines and turbines, coal-tar products, industrial chemicals and '
Pertilizers); it was also less than the whole c¢lass of chemicals and
- related products. , | ) | |
Moreover, taking primary goods on a 1937 inetead of a 1938 baeﬁs
(the prices of United States capltel goods would be 1little affected by
such shifting of the base year), the general average for all primary
 pgoods 18 higher then all but two of the sub-groups; the same 18 true
of the index of food and textile materials. Vegetabie oilg, hovever,
8t1ll exceed any of the Uhited‘Statee capital goods groups. Non-food
primary‘goode generally'are exceeded by six of the twenty sub-groups of
capital goods, and by the whole claas off chemioals and related products,
Minerals alone are exceeded by nine sub-groups by all three classes and
by the general index as well - ‘
Price relations of war-time tmporte and poet-war exports
During the war period, many under-develoPed countries maintained
‘substantilal export. balances, eupplying their allies with essential
iprimary goods and deferring the purchaee of capital goods which were
then also essentlal to the prosectuion of the allied wer effort, & _
‘number of thele underudevelopad sountries developed an- import balance
_ during tha post—war period paying for the trade baJance defioit out of :j,;,
; T R e SERERE : ”’ef/the forelgn e
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the forelgn exchangs reserves accumulated during the war. To this
oxtent, the under-deveioped countries were paylng for imports at
pogt~-vaxr prices by exports at war-time prices, The price relations
i‘of such exchange of goods with the Unlted States is as follows:
| (1938 = 100)

TUnited States Imported total primary goods, 1940-45 147

United States Imported crude materials, 1940-45 average - il

United States Imported crude foodstuffs, 1940-45 average 151

United States Exported finished menufactures, 19h45.1948

average— 173

‘ Price Relatlons to Pogt-War Unlted States Exported Finlshed Mapulfactures
(Wor-Time Imports) B |

Total primary goods . 85
Crude nmaterials ‘ a3
Crude foodstuffs 87

e s sty

a/ To June 1948,

Thus it will be seen that In so far as such delayed imporbts are
conceyned, the terms of trade were generally unfavourable to primary
producers, On the strength of 1947 data, this would apply to
United States capital goods; as well as to the United States finished
manufactures generally, although in a lesser degree.

Sumnary

The analysls of United States trade statistics may be surmerized
aag follows; '

{(2) In terms of United States exported finlshed manufsctures A

the 1913 or 1926-30 price relations of primary producers exporting

to the United States have nearly been re-sstablished, The. '
sltuation is much more favourable to prlmary producers than at any

time during the 1930%s,

(b) This improvement is, however, almost entirely due to high

food prices, For non~-food primary articles, only a small

Proportion (about one-fifth) of the deterioration since 1913 or

1926-1930 has been restored,

(c) simllarly, in terms of non-United States Finished manufactures,

of the camposition impox*bed into the United States ~ wlth its

‘relatively high proportion of textlles and chemicals asnd low ‘

‘pProportion of steel mill producté - primayy producers had h‘ardly.u

lncreased the 1938'13:&109 relation, Far from ra-.establishing the

1913 or 1926-1930 relations, prices were decldedly less Tavoursble

/even

1
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evaﬁ“fhaﬁfin 1937, The lower proportion,bﬁ capital goods, and the
highér proportion.of. textiles andvchemioaig in imports; is rmore
typleal - although for.different reasons than apply to the

United States - of the total importis of the‘less developed countries,
(d) The United States data make the pesitlon of primery producers
appear ﬁore‘favourable than 1t really is, DBecause of the
concentration on Imports of coffee, the United States import
priée'index of crude food 1s considerably higher then the prices
ggnerally obtained by food exporters in under.developed dountries.

/3. United Kipgdon




E/Can/SUb QB/W 5D
Page 59

B. United Kingdom Trade Statistics

United Kingdom trede is perhaps more representative of tradc rel.a.t/ions
betveen ind_usfrial and und.er-developéd countrics than others. Imports into
the United Kingdom consist largely of primary goods and éxports, largely of
manufactured goods., Also, both imports and exports are sent throughout the
werld, although there is a tendency to conc‘entrate'oh Empire trade.

United Kingdom terms of trade figures are available on two baseé.
Indices of average values Qf exports and imports and of their classes
are currcntly published by the Board of Trade, on the basis of fixed pre-war
weights. An index of export and import ‘prices, besed on quantitics in the
export programmo slightly in advance of the current period, is also computed.
In genoral, tho‘ present analysis has been based on the lattcr index whenever
possible since it is a more satisfactory price index. It camnot be carried
back, however, before 1938; for that purposc-, the former index has to be
used or the two indices combined, » ‘

Overall figures for United Kingdom terms of tradc are shown in the
Following table: .

(1938 - 100)

1937 1946 19k7 198
(1) Unitcd Kingdom first half
. Tmport prices . 106 211 259 276
(2) United Kingdom ,
Bxyport prices 98 195 ‘2'23 243
(3) Térms of tredo &/ 108 108 116 114
T e v e

2/ Ttem (1) divided by item (2), multiplied by 100.

The index of import end export prices, based on current export progranmmes
Bhows & smalier rise, from the point of wview of suppliers, for 1g47 (108,
Compared with 116), but a very similar figure for the first half of 1948
(112, compared with 114), | " , ‘

In the case of the United Kingdom, there was considerably less
difference in terms of trade between 1937 and 1938. Botween these two years 3
the import unit velue index of imported food, etc. fell only one per cent
the import unit velue of imported rew materials fell 12 per cent; and the
combined index of both foll 5 por cent. On the other hend, the unit price
of CXported United Kingdom manufacturos increased 3 por cent between the two‘ o
Yycars; 'so that there was a net deterioration in. price rclations for - primary '
broducers of 8 per cent, This comparcs vith a de‘bcrioratlon between the. two |
Years of 18 poer. cent for primary produccrs in United States trade. Henc_e, |

‘Gveff the aggrega'bc ) includlng a heavy propor tion of exported textile ‘
P /ma.nufactures s
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manufagtﬁres, still indicates a slight improvement in the position of
primery meterial producers comparcd with 1937,

Unit values of aggregates of primary materials end manufacturcd goods,
respectively, cen also be derived from United Kingdom trade stat.istlcs s
although the grouping is & little different from that of the major economic
classes distinguished in the United States trade statisties. The main results
obﬁainod fi'om overall figurcs derived from United Kingdom trade statistics
arc as follows: _ | , '

,‘Ta‘blo IV - 5. Price Indices (Unit Values) in United Kingdom Trade
United Kingdon Import Prices

19&7 . 1948 "

First . Second ~  First ¥
o ‘ S bhalf  half half
Rew materisls and articles mainly | '
. wmepufactured - | 259 291 329 )
Food, drink end tobacco o3k ahl 57

Primary commoditless
(Rew matcrials end articles mainly
uhmanufactﬁred and food, drink
and tobacco combined,) , . 2he 260 281
' United Kingdom Price Indlces of Articles
Wholly or Mainly Illanufacfpured
Articles wholly or meinly o - o
mamufactured - opp 2ko  2hg
Terms of trade for primary producers '
(ratio of index of raw materiels
end articles, mainly unmanufactured,
~ end food, drink and tobacco imported
into the United Kingdom to United
Kingdom articles wholly or mainly ‘
manufeactured : S w9 108 113
. The rise over 1938 in the prico ratio of imported primary commodities

“":‘GOm‘Pal'Gd with exported manufactured goods is considerably less than is shown

 in the casc of the United States (13 per cent, compared with 38 per cent).

In addition to the hipgh prdpor‘tion of bo:f‘fee in United States food imports .
| ;tnd United Kingdom bulk buying, which have been mentioncd before , this '

' differcnce is largely due to the high proportion of textiles in the United

Kingdom exports of menufactures, as shown by the following table:

/‘Unit velue of . .
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(1938 & 100}

First GSecond First
: ‘ hglf  half half
Unit value of United Kingdom imported
raw materials and articles, mainly
vnrenufactured, and food, drink and ‘ A
tobacco combined : _ 2hp 260 . 261
United Kingdom.cxport prices of textile , A .
‘manufacturcs . 292 316 : 332
Terms of trade (ratio of raw materials | '
and f‘ood import prices combined, to
export prices of textile manufacturcs) 83 82 . B85
Unit value of United Kingdom imported
- rav matcrials and articles, mainly
wmanufactured, and food, drink and N
tobacco combined 2he 260 ' 281
Unitod Kingdom export price index of '
‘metal goods (including machinery) - 202 | 217 , - 225
- Toerms of trade (ratio of imported
raw materials and food pricesg? , .
expoxrt prices of metal goods) 120 120 125

Unit value of United Kingdom imported
raw materials and articles » mainly
unmanufactured, and food, drink S '
and tobacco gombined 22 260 281
United Kingdom export prices of . '
manufactured articles other than ,
metal goods and textiles 216 234 -2k
Terms of trade (ratio of United - ' '
 Kingdom import pricecs of rew
meterials and food to United
Kingdom export prices of
manufactures other than motal :
manufacturcs end textiles ' Sz 110 116
‘
- 8~/ Metal goods: in the United Kinpdom classificetion include all machlnery |
/ and vehicles. '

. /” | o | o v - - E /Th@ a’bo\r’e.
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The above figures clearly show the exccptionel position of textiles,

In terms of buying power of toxtilcs'manufacturcs, the position of primary
prodgéers is now worsc then it was in 1938. This has had a considcorable
inflﬁonce on the overall index of Unitcd Kingdom' éxport prices.,

In the‘cruciai cotegory of motal goods, the improvement Jn the price
rclation of primary products, although still less than in the United Status
stotistics, is increasecd by 25 per ceub, Menufactures other than metel or
textiles occupy an intormediete position. ' '

It should bo stressod, however, that tho United Kingdom data arc basod
on the post-war composition of Uaited Kingdon cxports, when tho volume of
highly priccd toxtile menufactures wes much roduced whiie that of lower

~ priced capitel goods was oxpended, During the first hulf of 1948, when the

volume of all United Kingdom czpoaris was 130 (1958 = 10C), that of clectrical

goods and apparatus was 209, wechinery 186, chemicals 153 and vehiclos 254;
but the index for cotton manufacturss was 55 and for woonilan manufaectures, 120,
It follows that en overall indox, bascd on pre-war composition, would be
substentially loss favourable to primery ocxporters to the United<Kihédom.'
On the basis of tho post-wer composition of United Kingdom oxports, however,
thoir position was decidedly bettor than it was in 1938; there was a tcndency
for the improvement to increase progrossively duving the post-war period.
Food and primary meterisls ‘ ' ‘

The following table shows price‘rolations soparatoly for supplicrs of
.raw materials and of food, drink and tobacco. ' ’
Teblo IV - 6. Purchasing Power of Unitcd Kingdom Exports. of Manufecturcs

(1938 = 100)
Importcd-raW  " Imported Food,
Matorials e . BEte,
1937 ‘ 115 P 105 -
1938 100 - - 100
19kT: TFirst half o117 105
Bceond helf , 121 10e
1948: First half 132 y 103

i Tho pricc position of supplicrs of primery metorials Has almost
~ roturnod to the 1929 lovel (which is s$111 much bolow the 1913 figurc); the
- position of the food suppliers has hardly impfovod. The latter figure, | .
  ,?howegér, is not reproscntative 1f applicd o.food suppliocrs outside the
- - Britdeh Dominions end colomice. The United Kingdom has beon purchasing zuch
. "Of %ﬁs food under bulk salc contracts considerably below merket priccs.;
A ‘

| fl/ Thore arc et presomt somo forty long-torm contracts in oxlstence; the

f . .
-/ @roat majority of them rolate to food,

’-ﬂf? § ) R PR :«4<  :,f , | S ‘/Prico‘rolations‘,

e
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Price rcletions between primary product imports and oxports of manufectures,
as reflccth in post-wear United Kingdom trade statistics, are thus scriously
affocted by this factor, ‘ .

The goncral coffect is that the pOSt-war pricc position of primary.godds
in tho aggrogatc and of foods, spocifically, is considerably bebtor then
ﬁhat rcflected in the United Kingdom trade sfétistios. In purticulér, in
appraising the analysis of United Kingdom trqdo vifh particular couutrios;
it is nccessary to distinguish supplicrs of food purchacsed by tho United
Kingdom under the bulk-sale arrangemcnts, from others. Data on Unitod
Kingdom trade with sclccted under-developed countries in 1946, the letust
year for which the data have thus fer been cvailable in the detail appropriate
for such analysis, arc prcscntcd(in scction V of this report end the appendcd

- statisticel tables. Other data for the year 1947 also roflcct thé offect of

bulk-sale arrangcments on terms 6f‘tradc‘with the Uniﬁcd‘Kingdom.

These dete have boon mada avaiiahl¢ thrbugh the courtesy of the British
Boafd,qf Trade; they make it‘possibla to pwésont secporately the figurcs
relating to relative export and imgport priccé for the United States, Caneda,
Australia and South Africa onliho oxne hand and, on the other hand, for a

group of undor~duvclopod countries compllsinn Art onblna, Bolivia, Brazil,
Ceylon, Chile, Cuba, Dominican Republic, India and Pakistan, Peru, the
Netherlands West Indies, Southern Rhodeaia, Uruguay and Vonezuola. The
combined index for the undor-dcﬁclopod countrics containcd in the sccond
group has becen compubted by the Scerctariat by roveluing their respective
exports and imports te the United Blngdom in 1947 at 1938 pr¢cco. The rcsﬁlt’
of this enalysis is as follows:

Table IV-7. United Kingdom Terms of Trade with c.rialy countries

1936-1947 :
(1938 - 100) | Terms of Trade
o Average imﬁort Avorage cxpﬁrt (Ratio of
Countrics Valuc Valuc 12 x 10Q)
| (1) (2 -~ (3)
United States - 067 216 12k
Canade - oho 2l 100
Australia | 220 RS Y ( 93
South Africa R-IT: B 227 109
Undﬂr -developed cougtrlos'
,Arggntina, Bolivia, Bra21l
QCCylon, Chllc, Cubae,
iDominican Republic, India,
JfPakistan, Poru, Nethorlands
. f‘ West Indics, Southern
;. Rhodeula, Uruguay and
/;f. lVa,nczucln 293 212 138
A1l Jountrlcs | 258 223 116

/The table




 primary producers outside tho United Statcs has improved by 34 per cent

'wq{(*f The ebove data, also indicate an improvement over the intor-war yoarS,
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The table shows vdry clcarly, that the position' of thc:undcr~dc?clopcd

countrics listed above has improved considerebly more than the overall

United Kingdom figuros suggest. Evon though British imports from Canaca,
Australia and South Africa consist largely of primary commodities, British
toyms of trede with thesc countrics have cither deteriorated conmsiderably
less (gs in the casc of South Africe), romeined unchanged (as in the case of
Canada) or cven improved (as in the casc of Australia). As cen boc scon
from the table this is meinly owing to lower import prices paid to these
countrics (older Dominions 220 to 248, othor undor-developed countrics 293);
and also secondarily to higher United Kingdom cxport prices obtained in the
Dominions (older Dominions 227 to 240; other under-developed cowntrics 212).
The United States is intermediaste between the Dominions and the other
under-developed countries for import prices paid by the United Kingdom but
-exXport prices obtaincd by the United Kingdom in the United States are low
rclative to 1938 and roughly fhc.samc a6 those obtained in uﬁdcr4dcvelopéd

) countrics, It should be strcsécd from the method of compiling these figﬁros,
that such differences arc duc to .differonces in composition, not to diffcrend
rrices charged for identical products. . ‘

In terms of Unitod States dollars, the 1947 export price index of the

© listed under-developed countries to the Unitod Kingdom was 24k (1938 = 100),
and their import price index from the United Kingdom was 177.. The first

) figurc egrces with the avorsge market quotations of primary commodities

 contained in section IIT and the United Statcs impdrt price index for primary
commoditics of 235, The Unitod Kingdom oxport pricc index of 177 comparcs with
a United States index of manufacturcd goods of 183,

‘ In the light of this evidence, the pogition of the under-developed
-oxportors of primary articles (including Indiae and Pakistan) in trade with the
Unitod Kingdom, outside the old British Domlnlons and ‘the United States, has

lmproved by 38 per cent sinec 1938, relative to the expert prices for British
manufacturcs paid by them (including the highly priced textilc manufacturcs).

This bfings the result obteined from the analysis of United Kingdom trade
“Btatistics substantially imto linc with rosults obtainod from United States

frade statistics, from which the conclusion was rcachcd that the position of

“gcomparcd with 1938 as moasured by the quentum of United States finishod ‘V
*ilnmnufavturcs obtaingblc for a leQd quantum of primery goods sent to tho.
| Uﬁitpd States,

. a8 shown in thc following table,

[Teble IV-8 -
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Teble TV48, United Kingdom Ratlo of Import to Export Prices

(1938 = 100)
1913 o143
1924 122 :
1929 122 \
1935 103
1936, 107 .
1937 1o7
1938 100

1939 (Jan.-Jdunc) 105 ,
l?he comparsble 1947 index for the group of under-doveloped countries was
138.
In this computation, tho position of forculgn primary exporters to the
United Kingdom was morc favourgble in 19W7 than in 192k or 1929, It will bo
sccn that in 1947 the improvement for the foreign primary produccrs (othor
then British Deminions or colonies) contained in the above analyels in their
trade with the United Xingdom had almost restored the price relotion of 1913,
It should bo,strcssad, however, that this almost cortainly overstates the
position for primary producers in general and for primary producors in all
under~developed arcas, The result is also conditional upon the 1947
composition of United Kinngm cxports; cheapor cupitel goods worc much
inercased abovo pre-war levols and textile menufacturcs were much roduced
below thom.
Export and import pricecs obtained by, andbpaid to, primary produccrs
in British colonics are not included in tho above calculation,>but it is
1ikdly that thoir position fosomblod‘that of the Britlsh Dominions moro than
that of the undcr~dovclopod countrics included in the analysis. The
under-developed countrics not covered by the analysis also have probably not
sxporicnced favourabié shifts in prico rclations to the seme. degrec.
The above analysis is based on tho composition of trade in 1947, It is
pointed out that "exports werc re~valucd at,1938 avorage valucs by broad
groups,‘applying the group average value index for exports to all destinations - 5
to the group totels for the individual countries", It is further stated that Y
"apart from the fact that different prices may be charged for the samc,goods '
in different markets, this mcthod may also lead to error if the composition
of any group for a particular country diffcrs from the composition of the ;
grcuﬁ for exports to all countrics, and if thero have been divergent pride

move%cnts within the group",

e,

l/ Indéx of pricc of imports from; and oxporté to, tho listed undor-dovélqpod '
countrics only.
x".""

/ /The favourablo shifts
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The favourable shifte were unequally shared by the Varicus individnal

under~developed countries, as follows:

Table IV-9, Ixport-Import Price Relation in Trede
with the United Kingdom, IOW7
Trade with the United
Kingdom, 1947
(1938 = 100) (millions of pounds)

Argenting ‘ 148 | 165
Brozil ' 135 b
Other Latin American countries 166 C 115
Netherlands West Indies : e : 38
India and Pakistan 138 186
Ceylon . ‘ 103 3k
Southern Rhodesia | 116 17

‘Among other Latin American countries, the main imprchméntc ere .-
-shown by Cuba and the Dominican‘Republic (maiuly food exporters). Bolivia
end Veneguela, like the Netherlands West Indies, have improved their price
relation littls, if at all, compared with 1938. Chile and Uruguey show
‘modest improvement (about ten per cent), Peru somewhat more marked
(forty per cent)., The overall figure for other Iatin American countries
is comparatively favourable because of the predominance .of Cuban products
in Uniued Kingdom importe; Cuba supplies fifty per cent of the United
Kingdom imports for the total group., Outslde of Tatin Amsricé, the
{mprovement 1s moh more modest. | _
More recently, prices of importent foods have fecéded from thé,lavels
" of late 1047 and early 1948, Bulk sale contract terms coming into effect
" Dbetween’ the United Kingdow end other Commonwealth countries algo provide
- Tor highcr prices. The gap between market prices and prices paid by the
~ United Kingdom for food imports. from these sources w1ll, therefcre, ba '
. reduced in the period shead.
~ Tmport prices of non-United Klngdom manufactures.
' The United Kingdom data indicate that ths average import price of -
| manufnctures ilmpotted 1nto the'United Kingdom (‘.e. non~United Kingdom.
;;manufactures with a heavy proportion of'United States mamufactures) has’
':,hrisen more since 1938 than tho average value of United Kingdom axported
‘ manufactures, e follows' ‘ ‘

[Price \  
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11938 gkt 19k7 1948
First half  Second half Firet half

Price index of menufactures

imported into the

United Kingdom 100 222 252 273
Combined index of food

and raw materials

lmported into the

United Kingdom 1100 2h2 260 | 281

Price ratio of imported

primary commodities
to lmported : :
manufactures 100 109 - 103 103

Thus, if we relate the prices of primary meterials imported into the
United Kingdom to those of non-United Kingdom manufectures impowted inbto’
the Unlted Kingdom, the improvement in the price relation since 1938 is
a bare three per cent, coupared with thirteen per cent for imported
primary goods as related to United Kingdom exporie of menunfactures. It
should bve remembered, however, that this does not adeguately represent
the general pogsition of producers outside the British Dominions and '
colonies. . : | " ‘
Primary goods and capital goods

In the following table, the export-prices of United Kingdom capital
goods are shown geperately and are compared with the prices paild for
imported primary commodities. :

[Table IV - 10
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Table Iv. - lO United Kingdom Export Price Indices of
Selected Classes of Capital Goods
| (1938 = 100)

1947 1948
Pirst Second Piret
Half Half Half
United Kingdom import prices .
for primary commodities 2ue 260 - 281
Upited Kingdom export prices L
for manufnctures P22 240 .2k

United Kingdom export price

ihdax of chemicals, drugs,

dyes and colours o 206 .. 22h . 236 -,
United Kingdom export price L '

index of vehicles (including

locomotives, ‘ships and | )

elrcraft) 199 =01 20k
United Kingdom price 1ndex : _ | o

of 1ironm, steel and manufactures ‘

thereof 182 - 1% 2104 o
United Kingdom export price

index of non-ferrous metals , o ;

and manufactures thereof 178 200 - 200

United Kingdom export price
index of machinery 189 20k 221

The table shows that the price indices of the five classes of capltal

goods fall within a fairly narrow range: for the first half of 1948,

from 236 for chemicals, etc., which have increased most, to 200 for -

non-ferrous metals and their manufactures, which have increased least,

Throughout the post-war period, each of these classes of producer goods
- has increased less than the average for all mamufactures..

’ All classes of capital goods'have thus increased less in price,
throughout the post.war period, than the average of lmported primary

- commodities, In the firet half of 1948, the improvement in the purchasing
L power of & unit of imported primary commoditles of United Kingdom capital
goods ranges from nineteen per cent for chemicals, etc., to forty per cent
for non-ferrous metals and their manufactures, As mbntioned above, the
improvement in terms of purchasing power of United Kingdom metal goods

in general was twenty-five per cent.- '

| In the first and. aecond quarter of 1948 the price index was practically
identiceal for the two major classes, namely,‘ machinery and vehicles -

i}hoth of primary importance to the under-develoned rountries - but 1im the -
k s | /three other
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three other classes the upwerd tendency of prices continued.

In the case of Unlted Kingdom vehicles, the position improved very
rapidly, from the point of view of primery producers, between the First
half of 1947 and the second half of 1948. During thet period, import
prices of primery commodities increased by sixteen per cent while export
prices of Unlted Kingdom vehicles increased by less than three. per cent.
In the four other clasees, however, the price relatlon between primary
commodities and United Kingdom capital goods showed little change
between the first half of 1947 and the first half of-l9h8;

The relative importance of the various classes of United Kingdom
capital goods contained in the above table 1s shown by their export
values during the first half of 1948 (in millions of poupds):

Iron, steel and MANUFACHUres Thereof, .. .oveevereen. e

'+ Non-ferrous metals and menufactures thereof........ 26

"Machinery.... ..... St eare i v resrhrer e esnansan 119

Chemicals, drugs, dyes and GOLOWES....,..eevseresss 4O
Vehicles (including locomotives, ships and

alreraft)...oiviiiiiginiiaa, Ceeerenaaa s veo 116

Total....... Cieerreeaen G 1510

So far the data have been concernsd with the prices of Unlted Kingdom
capltal goods in relatlon to primary commodities, regardless of the
destination. of the former. Some of the studies of bilateral trade between
Industrialized and under-developed countries undertaken for the purpose
of .this revort provide data on chahges in United Kingdom export prices
of capltal goods to several under-developed countries, These data, howsver,
relate to 19h6, the last year for which the necessary detalled data are
uniformly avallable, '

War-time export surpluses andeggt-war imports

Of the United Kingdom, no less than of the Unlted States, it 1s true
that the country recelved a surplus of goods from under-developed countries
during the war, resulting in an accumulation of claims on the part of the'
latter, with a subsequent tendency for these accumulations to be used .
for the import of manufactures from the United Kingdom. Hence a comparisbn'“
of average war-time (1040-1945) Unlted Kingdom import prices of primary
goods, with average post-war (1946-June 1948) export prices of United
Kingdom manufactures becomes relevant. This 1g set out in the following
table:

fiar-time
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Wargtime/Post-war Price Relatiohs

(1938 = 100)" "

| Retlo
Wer-time inported raw materials/post-war | '
exported manufactures ‘ e 88
War-time imported food/post-war
exported manufactures . ' o 5.
War-time imported primary goods ' -
combined/post-war exported manufectures . . . 81
War-timé primery imports /post-war textiles: - ‘ 60
War-time primary imports/post-war metal goods : 87
War-time primary imports/post~war other: manufactures S =

The figures agree Vo a conslderable extent with the corresponding
United States indices, dnd indicate & considerable deterioration'for the
war-tinme suppliers of primery articles arising from such delayed import
transactions, ' : '

- Sumnmery of results of analysis of United- Kingdom trade statistics:

(2) The overell price relation of imported primary commodities to -
_exported manufactures is more favourable to primary suppliers than
in 1938 but only & Tittle more favourable than in 1937. Less than
one-third of the deterioration since 1913 has been restored and the
relation also remained less favourable then in- the 1920's,
(b) In terms of United Kingdom metal goods, the improvement was more
marked. Over oae-half'of the deterioration eince 1913 had been
restored. The price relation ruling in the 1920's hasg been:
substantially restored, '
(c The position of foreign under—devaloped countries 1n ‘their
trade with tro Uhi 5d Kiﬂgdom wes more favourabls then that of the
. British Doml“iQHH supplying primary commodities,
| y(d In terms of Jnlted bingdom textile manufactures,‘the position'of
primary expcruers to the Unitad ‘Kingdom was less favourable then in
1938, This deterioratlon offset by half the gains from the
‘ favourable change, since 1938 1n prioe relationa- relative to -
- United Kingdor metal goods. :

L ﬁ/"(g‘ Among United’ Kingdom.manufactures, textiles and chemicals have
increased most, vehicles and non-ferrous metal manufactures least.
However, textiles have risen more than lmported primary goods whereas

"ehemicals have risen less than these,

/. Bwiss Trade

P =
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e swiéé;@gﬁéa Statistics

The United States and ths United Kingdom account for the major
proportion of manufactured goods, and in particular of capital goods,
available to under-developed countries. There are however, a number
of other suppllers of capital geoods which, although not importent
compared with the United States and the United Kingdom 1f taken by
themselves, are yet of considerable importance collectively, Most of
these countries are in Western Euvope, Some of them are suffering from
war dévastation and war dislocation and are, at least temporarily, net
importers of capltal goods. (thers, however, have continued to be
exporters of comsiderable importance for certain types of capital goods
and for certain countries. In thse case of Switzerland and France,
data are avallable fér analysls of the export prices of capltal goods
in relation to import prices of raw materials and food,

The following table shows Swiss overall import prices, export
prices and terms of trade for 1946 and 1947, compared with 1938:

(1938 = 100) ,
10468/ 19178/

Swiss import prices | 231-230  242-243
Swige export prices 249-245 270-266
Terms of trade for swiss suppliers 92-93 88-91

a/ The first figure of the Table relates to price indices‘basad on
pre-war (1938) trade composition for weights, the second figure
on post-war (1947) composition of trade,

It is worth noting that while the Unlted States and the United Kingdom
experienced a deterioration in thelr terms of trade compared with 1938,
Swiss terms of trade have improved by nine to twelve per cent in the
period 1938 to 1947.Y |

The relationship between Swiss import prices of primary commodities
end Sviss export prices for menufactures and capital goods 1is, however,

similar to that found in the preceding cases.

L/ In the publication of the Economlc Commission for Turope, A Survey
of the Economic Situation and Prospects of Rurope, the improvement

for 1947 1s estimated at six per cent. The latter figure, however,
is based on the first nine months of 1947 only,

/(1938 = 1oo)
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(1938 = 100)

06 19
Swise import prices of primary materials:. '
Food L 252 301
Raw materials - . - 192- 21k
Imported primary commodities Eombined Co .252‘ 266
(1) swiss export prices of iron and . ' |
steel manufacturee exclusive of watches = 209 236
(2) sSwiss export prices of chemicals . . | 158 | 167
(3) Textile menufactures -~ - o 261 287
(4) Watches S T 3 338
Capitai goods combined (1) and (2)° o192 217
All manufactured goods combilned, : ‘ ‘
(1)) (2)) (3) and (l") : » 233 _ 256

Prices of Swiss capital goods, both iron and steel menufactures and
chemicals, have increased less thanvthe prices of all imported primary
commodities, The improvement, from the polnt of view of primary producers,
is entirely in respect of food; in respect of raw materials other than
food there is no improvement. ‘

A very different plcture, however, appsars if manufactured artilcles
other than capital goods are included. The prices of Swise (exported)
textile manufactures and of Swiss (exported)'watches have both increased

- mors - in the case of watches considerably more ~ than the priées of

"imported primary commoditles. As a result,.the combined index of all
Swiss menufactured articles, -ag measured by export prices, shbws only é

" very small improvement over 1938 for producers of primary commod ities
selling to Switzerland - of the order of ouly four per cent.

The main results are set out in the following table,

/Teble IV - 11.
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Table IV -~ 11. Changes in Purchasing Power of & Unit of

Primary Products Sold to Switzerland by Classes of Swiss
Manufactured Goods l

(Ratio of Swiss iﬂpbrt‘prices over Swiss export prices)
(1938 = 100)

196 19
Purchasing power over Swiss iroﬁ and
gteel manufacturss 120 113
Purchasing power over Swiss chemicals 159 159
Purchasing power over Swisa capifal
goods combined 131 123
Purchesing power over Swiss textiles 96 92
Purchasing power over Swiss watches 80 79
Purchasing power ovcor all Swiss manufactured |
goods combined 108 104

The relative lmportance of the four classes of Swilss manufactures
distinguished above 1s shown in the following table:
Per cont of Swiss exports in 1947

Iron and steel goods, other than watches,.,sssse. 3D

Chemicals, . veeiveenrn. e e e reernraes avasas 17
Toxtlles. .o anan. fese e Cirsieraaas i eseana 19
watches...-.......- ----- U U I I SN TS T N I RN I I ) LN I I 20

Table IV - 11 shows a deterioration in the position of primary
producers between 1946 and 1947, All the four classes of Swiss manufactured
articles distinguished above, both separately and Jointly, incressed in o
price more than imported primary commodities, |

Swise Import and Export Frices
(1946 = 100)

| 1947

Import prices of food : 104
Tmport prices of rew materials 112
Tmport prices of primery commoditiee comblned "107
Export'pfices: Cotton tissues ‘ ' 112
| Sheet iron ‘ 115

Copper manufactures 141

Iron tubes ‘ 114

Instruments and apparatus ' | 124

Automobiles o 124

Pharmaceutical products 117

Chemical products 110

Dyes. ‘ : 143

/The following -
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The following teble shows the price changes of important individual
capital godds exported bty Switzerlend. . - :
(1938 £.100) | .

Swiss 1mport prices of primery commodities:
Food _ - 292 . 301
Rav materials . 192 21k
Imported primary commoditles combined 252 266

Swigs export prilcee:
Buses, trucks o 355 - 348
Other articles of copper . 269 C- 329
Ball bearings ' . o193 - .. 259
Machines and parts ‘ ‘ 212 : . 252
Instruments and apparatus - 209 208
Pipe connectors , 15 - 152
Precision tools . . “ : 7165 4 148
Articles of sheet-iron and iron wire | 223 119
Tractors . = o _ - o4 98

Summary } o . N

(a The position cf non-Swiss primery producers as rolated to
Swies manufactures had improved little over 1938, In l9h6 the
Improvement was a little more marked, but half of thia wag lost

. between 1946 and l9h7
(3) Failure of the price relation to improve eignificantxy frcm
the 1938 poeition is due to high prices of Swiss watches and
textile manufactures. _ o _ ‘
(3) In terms of Swiss capital‘gcods onl&, the improvement has been
more marked - of the ordervof twecty;three per cent,
(Q) Prices of imported food have increased more than of non-food
materials. For the former, there was a general 1mprovement in
price relations compared with 1938 (except in terms of Swiss
Yehiclee) for the latter, & general deterioration.

o D. French Trade Statistics .
he apalysis of French trade statistics 1s based upon valuations

-ih‘dench francs. This currency has of coufee, depreciated substantially

o ;sinée 1938 The actual import and export price indices in the tables

.:‘which follow are therefore, of much higher magnitude than the corresponding

' 1ndicee for the other countries analysed in this section.‘ Briefly,

'the relation of price incices- for the 1mporta and exports of Fr&nce show
the following.; _

| . /(a) The

R
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(2) The terms of trade werq moderately in favour of Frence in 1947,
compared with 1938, |

(g) Import prices for primary commodities, however, increassd more
than the average prices of all French manufactures exported; and
very much more than the average prices of capltal goods exported by
France,

(g) Prices of food imports increased In larger proportion than did
prices of any particular class of exports, including textiles, FPrices
of rav meterial imports, on the other hand, increased much less than
did prices of gll manufactured exports, and little more than prices
of capital goods exports.

(@) Prices of exported textiles are oubstandingly high,

'

‘ L ~ /Teble IV-12.
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Table IV'- 12. French Foreign Trade Price. Indices, .
‘ Primary Commodities and Menufgctures
(1938 =-100)

¢lapses - o Juport @ggort
(1) Food and beverages _ CoLT7 | 1369
(2) Raw materiale (minerals,

skins, leatheré, wood,
Tubber, chemical and _
textile materials) | 827 670

(3) Iron and steel manufactures,

exclusive of watches . 545 ' 706
(4) Chemicals 1604 8lil
(5) Other manufactures E/P/ o/
. 1268

(mainly textiles) ‘ 829

Primary commodities

combined

Food, heverages and raw

nmaterials, (1) and (2)

combined | 1201 - 1186

Capital goods,
(3) and (4) combined 63L 770

A1l manufactures, (3), (&)

end (5) combined 650 1075
All 5 classes ‘ 1099 110
Overall index | : 102k 1129

. Note: Based on 1947 weights

“a/ Based on very small quantities
b/ Textile manufactures and shoes, 910

cf Textile menufactures and shoes, 1346

/Table IV - 13




Teble I” - 13. French Tmport Prices
of Primary Commodities and Export

Prices for Manufactures and

French import prices of

primery meterials:
Food and bevergges
REW'materialsg

Primary imported
commodities combined

(1) French export prices of
iroﬁ and steel manufactures
exclusive of watches

(2) French export prices of
chemicals

(3) other m.s.nufactures‘l9

Capital goods: (1) and (2)
combined

All manufactured goods:
(1), (2) and (3) combined

Capital Goods
(1938 = 100)

B/CN. 17800, 3/W .5
Page TT

1947

177
827

1201

726

8l
1268

170

1075

2/ Minerals, skins and leathers, wood, rubber, chemicel materials,

textile materials

E/ Watches, chain, glassware, cutlery, rubber manufactures, perfumes,

textiles and shoes.

 JTable IV~14
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Tohle IV - 14: Purchasing Power of:a Unit of Primary Products
801d to France, by Classed of Frendh Menufachured Goods
(1938 § 100)
| 1947

Purchésing power of French
iron and steel manufactures,
exclusive of watches : 165

Purchasing power of
French chemicals o k2

Purchasing power of
French capital goods . S :
combined ' : | 155 .

Purchasing power of other
French manufactures .
(eighty~two per cent textiles) S o4

Purchasing power of
- all French manufactured
goods combined ‘ ‘ 111

_ [redle Iv-15 Lo |
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Table IV-15. Purchaéing Power of a Unit of Food and Raw Materials
Sold to France by Various Ciassés of French Manufacturesd Goods.

1938 = 100
o 19k7

Purchasing power of Trench Food
iron and steel manufactures,
exclusive of watches 203
Purchasing power of French
chemicals 175
Purchasing power of French
capital goods combined 181
Purchasing power of other French
manufactures (82 per cent textiles) 116
Purchasing powar of all French
manulfactured goods combined 137

Raw Materials

113
97
107
65

76

/Table IV-16,
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Table IV+16, RelatiVe.iﬁﬁbrtance of Main .
(lmssos. of French Impofts and Exports

S L S
Imports: Per cent of all imports
Food -and be&erages ' 38 6
All rav materials ’ 28
Iron and steel manufactures,
exclusive of watches ‘ _ 13 15
Chemicals - ‘ - ] 1
Other manufactures g 1
Exports: Per ceﬁt'of all exports
Food and beverages N ... . .18 25.
;All rav materials ‘ - | T
Iron and steel menufactures, ‘ ‘
exclusive of watches - 1k
Chemicals * o 7 56
Other manufactures
(82 per cent textiles) 35
&

/v, sPECIAL
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V. SPECIAL COUNTRY STUDIES

For the purposew..of this report, a spocial analysis hes been
undertaken of the changes in export and import pfiCGS'as they affoct
individual undor-developed countries and territories, either in their
dealings with the rest of the world, or élse with one of two major
industrialized cbuntries, i.e., the United States and/or the United Kingdom.

Geographic Sub-Divisions

The following thirty-six studies are included:

Ralizmag : ' ' Haiti - U,S3.
Barbados ‘ : - Indie ~ UK,
Brazil - UK. - - In@la - U,B. -

- British Gulaena Indonesis
British Honduras Iren.
Burma - U.K, Jamaica
Belgian Congo ' Kenye and Uganda
China -~ U.,S, Lebanon and Syria-U.S.
Cube - U.K. Madagascar
Cuba - U,S,. ' Martinique
Dominica Puerto Rico-U.5.
Tast-west Furopean trade Sierra Leone
French Eguatorial Afrieca . 8t. Vincent
French Guiana Surinam
French West Africs - . Byriea
Grenada Tanganyika
Guadeloupe- , Trinidad and Tobaéo
Gold Coast . . Turkey - U.X,

.Venezuela - U,3, -
In addition, studies of the Intornational Monetary Fund have been utilized
Tn this section, the'data on overall terms of trade are first brisfly ‘
examined; the data bearing upon the price relatlons between.91ports of the
underdeveloped countries end various classes of theilr imports are then
presented.,
" In the studies covering trade of given countries with the
United Kingdom, the price indices are based upon United Kingdom exports
valued f.o.b, and imports are valued ¢.i.f. at the United Kingdom port of
entry. In the studies of trade with the United States, exports end lmports -
are both valued f.o.b., and both indices represent prices of the goods'
without regard to charges arising out of transport. The analysis of
oversall terms of trade for glven countries‘and territoriss are generally
/based
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based upon exports from the given'eéuntfy"valued f.0.b. and imports valued
¢c.1.f. at the port of entry, In SUCh cases, since shipping bottoms are
generally owned by the induetrlal oeuntries and underdeveloped countries

generally receive little or no part df the charges arising out of

transport, the export price index represents the relative amount the given
country recelves, and the import price repreeenus the reletive amount the
country peys for the goods exch&nged |

The valuastions used in these studiee are in the currency of the
country whose trade statistics provide the basis for the analysis " These
are United States dollars in studles involving trade elatlons with the
United States; United Kingdom pounds sterling in trede relations with the
United Kingdom; and the currency of the country concerned, in gtudies
involving trade ﬁetween the under-developed country or area with the rest of
the world. No absolute price indices are quoted since these are in diverse
currencies and are not comparable. The ratios used (imported textiles to
all exports, etc.) should not be affected by the diversity of currenciles

' used, except possibly where multiple exchange rates prevail, The latter

et ——

caution does not apply to the results of the International Monetary Fund
studies incerporated in the following section; these sre based upon
conversions into United States dollars.

In addition to these thirty-seven studies listed above, the
Intornational Monetary Fund has prepared an analysils of the terms of trade
of the thirteen Latin Americen countries: The results for these countries
are also incorporated in this section.

Tt 1s natural that the country studies should reveal many individual
features. The composition of exports, as well as the markets and
conditlons under which given export articles are sold, vary greatly among

- different .under-developed countries, Similarly, there is extreme variation,
- not only in the composition of the imports, but also in their sources and

lfgfn_the prices paid for given import articles. The sfudy therefore shows

o conslderable variation in the degree and direction of changes in terms of

’ trade and to some extent, each of the country studies should be cousidered

aeparamely, with its specific problems and difflculties.
On the other hand, the studies also reveal some well established

y ;prevailing patterns, Some conclusions of the coumtry studies apply to all
" the under-+developed countries and territories; others are true of the great
V“majority of the under-developed countries. Some factors emerge as being
‘true of particular grougs or types of Under-developed countries.

o
N\

/The following
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The following tables present some of the more important common factors
of the country studies, _

Teble V-1 shows the total ters of tiade, obtained from the country |
studies, In most studies, thesé rialate t& the terms of trade of the given
under-developed country with the resﬁ of the world., In the case of the
under-developed countries which were studied only in their trade relations
with the United Kingdom end the United States, the stated terms of trade
relate only to that particular pert of their trade, may, however, be &
predominant part of their trade, as is the cage of the United States with
Cuba or. the United States with Haltl. Where the United States is ,
concerned, it should be remepbersd in comparing changes in terms of trade
that in some cases only capitael goods exports (i.e. metal end metal
menufactures, machinery, vehlcles and chemicals) have been analysed. Terms
of trade have been expressed as the ratio of export prices to import prices,.
(multiplied by 100) from the point of view of the under-developed country,
Thus a high figure lndicates a favourable change in terms of trade, A
figure of 130 for example indicates that the gquantum of imports which could
be bought by the under-developed country for a glven quantum of exports had
increased 30 per cent since the base year. The period of time to which
the recorded changes refer (i.e. the base date and the current date of the
quoted index) is also indicated in the following table. '

/Tabls V-1
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Table V-1, Changes in Overall Terms of Trade
Mexlco, Carribhesn area Period Terms of twade Terms of trade
and’ Centr‘al ‘Ameyricas -(overed” at pre-war welghts at post-war welghta
Behemes 1938-1947 " 190 - R
Barbados - 1938-1946 7" - 68
Dominica 1938-1947 13k
Honduras” 1939-1947 | -67 .
Cuba-U.X. 1938-1046 ¢ 104 L 137
Cuba-U.8, 19381947 110 - 100
| 1937-19%7 - 107 5
1937-1948 105 86
Grenada 1938-10468/ 132
Guadeloupe '1938-194k7 - - - 101 .o
Helti-U,s. . 1938-1947 16 113 -
19371947 S 106
' ' 1937-19&82/‘ 1102 C 106
Jamaice 1938-1946 oo 89
Martinique 19381947 - SO < 105
Puerto Rico-U.S. 1938-1047 - 83 o1
S’t. Vincent - 1938-1947 - 87 g ' R
Trinided and Tobago © . 1938-1947 63 .
/Data obtained by the International Monetary Fund ’
Costa Rica ' 1938-1946- 111 .o
Cuba 1938-1946 100 107
Mexico 1938-1546 11k ..
Nicaragua 1938-1946 93 .
m.‘-.\j.k_ South America: '
" Brazild,K. 1936-1946 122 122
Brezil-U.S. 1938-1947. 310 199
" British Guisna 1938-1947. 67 | ”
' Trench Guisna ‘ 1938-1947 72 .
Sumnam 1938-1947 68 . 54
. Venezuela-U. s. 19381947 118 128
... /Dets dbtsined by the Tnbternstlonal Monetary Fund ‘
}fi'Argenmina 19381946 120 .
:  i?,. 1"‘_Bo‘11via 1938-1946 81 ' .
o Brapil 1028-1946 138 168
" Chile : 1938-1946 - 87
' Colombia 1938-1946 105 13
- Ecuador , 1938-1946 118 e
" Guatemala 1938-1946 o A B
Pern | 1938-1946 90 ..
Venszuela - 1938~19h6‘ 5 H | |
g'g;f 7 Pirs % four months of l9h8 ) ‘ ,  [“‘5 - *i -" 'f ,.-\':",;* ZEE3§; ,,;fi,*5
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Period Terms of trade Terms of trede
‘ Covered at pre-war welghte at post-war welght
/Date obteined by United Kingdom Board of Trade ‘
Argentina-U.X. © 1938-1947 . 148
BrazilsU.K, ' 1938=-1947 e 135
Netherlends West Indiee-U,K. 1938-1947 .e 105
Burope: |
Eastern Europe-westarn
Europe 1938-1947 128 120
Africa; | ' ‘ ' ‘
Belglan Congo | 1938-1947 115 o123
French Equatorial Africa 1938-1947 65 67
French West Africa 1939-1947 : 121 ‘ 111
Gold Coast ' 1938-1947 : 122 \ 105
Medegescar -  1938-1047 105 © 110
TanganyLke. 1938-1947 100 10k
Sierra Leone 1938-1946 - 81 111
Kenya end Uganda 1938-1947 66 59
Southern Rhodesia-U.K.2/ 1938-1947 .. 116
Apia: '
Brrma<U.K. | 19381946 "2 126
China-U.S, 1938-1947 86 T4
Tnatal/<U.K. - 1938-1946 81 105
Tnaial/<u.s. 1938-1947 152 109
19371947 129 105
1937-1914.8&/ 141 | 110
Inaonesia-v.s.ii/ 1938-1947 00 11k
Iren 1938/39 -46/47 36 28
Syria-Iebanon 1937-1947 91 131
» Turkey -U.K. ‘ 1938-1946 156 . 200
Tndies/-u,k. 2/ 19361947 . 132
Ceylon-U.K.B/ 1938-1947 . | 103 |

.a/ Piret Tour months of 1948,

b/ Obteined by the U,K. Board of Trads,
¢/ India and Pakistan. |

d/ Tor capital goods only.

«. Not computed

f/In‘the’abon.‘_
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In the above. table the ' pre-war weigh ed figures may be considered
more representative in cases where the compoeition of trade at the poet-
war date must still be considered abnormal. This applies, in most cases, é

| vhere 1946 is the post-wer date and, in gome cages, even where 19”7 iB

the poet—war date.

The table indicates that there 18 no éeneral rule thet "the terms -
of trade of under-developed countries have improved" between 1938 and
1946 or 1947, nor a gemeral rule that "the terms of trade of under-developed
countries have detefierated“ during that'period. Such sweeping statements
are not Justified to the fsctes. The maln operative factors are complex, .
ag may be seen from the summary statements vhich follow and they not

" unnaturally produce divergent results, , ‘ R '

It will also be noticed that the priee effects of glven commoditles
are often different for different countrles, and also differ from their
position in the p“ice array in section III. Cocoa, coffee and dugar are
cages 1n point. This illustrates bhe gtatement made in the Introduction,
concerning different prices being pald and ‘obtained in different currency
areas, under different typesg of contract and sgreement, etc.

Further, it should be noted that in the following discussion the
terms "high", or "low" are used in relation to the general export or import
prieee of the country or erea‘concerned~ gince these differ, the part
which given commodities - even at given prices - play in determing
terme of trade, is also bound to differ.

Central America

TR —r-

‘The Central American studies show conflicting tendencies. The Bahamas,
Cuba-United Kingdom, Grenada, Heiti, Dominica (and also Costa Rica, Mexico
end Cubse, generally, according to the studies of the International Monetary
Fund ) are lmproved; but unchanged terme‘of trade are observed for
Guadeloupe; deteriorated terms of trade.for Berbados; British Hondures;
Jamalca, Puerto Rico-United States, St. Vincent, Trinidad and Tobago, and

‘algo for Martinique if pre-war composition is considered representative;
-end in Cuba-United States compared with 1937 if post-war composition of

' trade is conmidered representative (end also for Nicaragua, as ghown by
the studies of the Internationnl Monetary Fund).

In Cuben trade with the United Kingdom the situation ig largely
determined Dby the substitution, between 1938 and 1946, of more highly priced
sugar for lower priced molasses and cigars in exporte,Aand of lower priced
cotton thread for more highly priced piece—goods in imports, producing the
atartling divergence between the two indices for pro~var and post-war

| weightlngo In Cuban trade with the‘United Statee, the ipogt-war index is
Lleee favourable beoause of heavy Admports of highly priced rice. In terms
| | /of United Statee
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of United States capital goods, Cuban terme of trade have generally changed
favourably, but there are a numbef of important exceptions, among them
metal working machines, textiles end agricultural mechinery, as well s \
sone chemicals. The terms of trade for Grenads sre favourable becasuse of
high prices obtained for nutmeg and low priceé paid for 1mpbrted lumber,
motor cers and cement; on the obther hand, exported maize was comparatively
cheap and imported textiles were high-priced., In Guadeloupe high prices

of imported textiles and low prices of exported sugar and coffee were
offset by high prices for bansnas and increases in other directlons, In
the case of Haitl the modest improvement can be attributed to high prices
for coffee and castor beans and low prices for capltal goods generally, '
but the improveument would have been much larger but for lower prices obtained
for bananas and the high prices of textiles, imported food end some capltal
goods, such as cane suger, machinery and sodinm hydroxide. In Martinigue,
the post-war position was sustained by high export prices for pineapples
and bananag end low import prices for ihdustrial products but wag offaet

by lower export prices for rum end sugar and high import prices for food
and textiles. In Trinidad and Tobago the deterloration is attributable to
low prices of petroleum and high prices of imported textiles. On the other
hand; in terms of exported cocoa end rum, as well as of imported industrial
goods (except vehicles), the terms of trede lmproved.

Tn the case of Barbadoss, the deterioration is attributable to the
nigh prices for imported textiles and, secondarily, to the high prices of
lmported grains and milk and such industrial producte as shinglesd, relative
to the small price increase in the major export article # augar; the
Vsecondary exports of molasses and rum also increased very little in price.
In the case of Dominica, tha'deterioration is entirely attributable to |
the high prices of textiles. In termws of luports othey than textiles,
thers Wwas a conslderable improvement, mainly due to good prices obtained
for exported cocoa. Export prices obtalned for lime oll and lime Juice
wore low., In the case of Britlsh Honduras, the deterioration ls attributable
to the low prices obtained for the major export articles « gum and
mehogany - and the high prices pald for textiles, wheat fiour and silk;
in terms of imported motor vehicles there was an improvemsnt; export prices -

obtained for cocose nuts and cedar were also good. In the case of Sta
Vincent, the deterioration is attributable to low export prices of o
siTowraot and see island cotton, and high import prices of salted fish, ‘i 'f
rice, lard and condensed milk and suger; good export prices for copra ;o
- mitigated the deterioration. In the case of Jamaica, low prices for
bananas and suger and high.prices for imported textlles were only partlally
offset by better prices for rum. In the Bahamas, lmprovement is attributable,'
to the large price increases for exported crawfish and Jumber; this was
- | | fonly partially
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only partlally offeet by . poor export pricee for exported. palt and high
export prices for imported flour, rice, sugar, tobacco end shingles. In
Costa Rica, euch data as are available suggest that terme of trade have
gharply improvad., In gggrtg;gigg, the deterioration in terms of trade with
the United States cen be ettributed,von the import(51de, entirely to high
prices of textiles end food, empecilally rice. Export prices are determined
by unrefined sugar, but the eeoondary exporte of pineapples, cocoenute, '
molasges and cotton handherchiefe were gold at favourable prices.

The above brilef comments w1ll sorve to reveal the great variety of
circumstances. The‘studiee do,not preeent olear-out tendencies prevailing
throughout a given oouotry bdt diverse movements, often partially or wholly
offgetting sach other. ‘ o '

, eooth'Amerioa . ‘

Changee in terms. of trade have been preponderantly favourable. The
analysen undextaken for this report show favourable changee for Brazil in
trade with the Unlted States and the'United Kingdom and for Venezuela in
trade with the United States. To these can be added.the studies of the
Intexnational Monetary Fund, Argentine, Brazll, generally, Colombla, Ecuador,
Guatemala, and Peru at post-war weilghting. Deterioretion'wae found in the
country studies for this report in the case of British and French Guiena;
Surinam and fyom the studies of the International Monetary Fund for Boiivia,
Chile, Venezuela, generally, and Peru at pre-war weighting. For Latin

, America as a whole, the studies of the International Monetary Fund estimate
that terms of trade in 1946 were twenty-two per cent better than in 1938
this would about restore the 1937 position. ,

Brazilien terms of trade in terms of United States capital goods
improved considerably, but in trade with the United Kingdom the' improvement
was less, owing to the preponderanoe of cotton, vatlior than coffee, in
exporte end the high prices for imported textile machinery and industrial
’chemioale. In British Guiana the deterioration is dus to the low prices

. obtalned for exported sugar, timber and rum, in relation to high prices
" paild for textiles and, eecondarily, for imported coffes, smoked and dried

fieh, ourrente, nuts, lentils and eeeds. Simil&rly, French Guiana
'deteriorated hecause of. the low prices of gold and the hlgh prices of

‘ imported food and textiles; in terms of cepitel goods there was an’
‘1mprovement. In Surinem,' low prices of bauxite and high prices of imported

cotton fabrics wore the main reaeons for & sharp deterioration in terms
of trade. High prices of “imported food were & secondary cause ‘but there
wag no deterioration in rempect of imported capital goods. In the case of

Venezuela, the improvement was reduced Ty high prioes of imported copper
menufacturee ‘and building machinery.

‘e/EurOpe
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For Burope the gtudy shows that in trade between sastern and western
countries, terms of trade have improved in favour of the comparatively
less developed eastern cOuntries; the lmprovement ves almost equally spread
over food, raw materials and producte of light industry and rew materials
and products of heavy industries., The terms of trade of Bulgeria, Hungary
and Poland have all improved eince 1938.

Africea

In Africa, terms of trade have generélly improved since 1938. The
gtudies show improved terms of trade for the.Belgian Congo owlng to good
prices for palme-o0il and cotton and low priceas of imported industrilal raw
waterials, vehicles and other capital goods; but the advantage was reduced
by low prices of exported tin ore and gold and high prices for imported
textiles. Terms of trade also improved for French Weet Africa due to high
export prioes for peanute and bananas in relatlon to Import prices for
industriel materisls (specially of capital goods); the adventage wes reduced
by high import prices for ltextiles, ricé, wine and cement, Terms of trade
also improved for the Gold Coéét, mainly owing to high prices for cocoa and
low import prices for industrial rew materials and manufactures of all
kinds; the advantage wes redﬁced by low prices of expprted gold and mengenese
ore and high prices for lmported textilem. The lmproved terms of trade
for MNadegascar can be mainly attributed to the low import prices of vehicies
and industrial products, such as petrol products and paper, gnd to the good
prices obtained for some mecondary exports such &g preserved meat, raw
gking and corn; on the other hand; the gain was reduced by low prices for
the major export article =~ cofiee = and. by high prices for imperied

textiles and metal manufactures.
Other African territories showed no change or inconcluslve changea

1n their terms of trade. No change is shown by Tenganyiks, where high
prices for exported sisal and lov prices for imported industrial goods and

capital goods were offwet by low prices for exported gold, coffes, cotton
and hides and by high prices of imported textiles and cigarettes. General
‘data for Tanganyika show the 1947 terms of trade pogltion as twenty ﬁer cent
better than in 1938. An inconclusive vesult is obtained for Sierre I@one
where terms of trade deteriorated on the pre-war composition of trade,
but improved on the post~war composition of trade; since the quentum of
postewar Sierrs Leons exports for which a high price index was obtained 1s
abnormally low, Slerva Leone may be clasgified agm a cage of deterioréted ‘
terms of trads, owing to low prices for exported palm kernels and high o
prices for imported textiles, and in spite of low rrices for 1mported capital
goods. , ‘

Finally, two ceses of clesr deterioration in terms of trade can‘be
observed for French Tguatorial Afrioa snd Kenya and Uganda. In thé cage of

' /ﬁrench quatoria]
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Fronch Tguatorial Africa, the deterioration is attributable to low prices
for exported crude ores.end ooffee and high prices for imported food and
textiles. -In the -case.of Kenye and Ugenda, the deterioratlon 1s attributable

~to Jow export prioes of practi cally all exported erticles, re]ative to
_tHe high import pricee of textllee, food e.nd other menufactired’ coneumption
I‘goods, end in. enite of. low prices of imported 1ndustrlal materials aend
capital goods. General data show the’ deterioration as mainly affecting
" Kenya, with Ugenda little changed. ' SR
, ' Agia
Tn Asia, 6leer improvement over 1938 was found for. Burma in trade
with the United Kingdom, Tndis in trade with the United States,. for
Lebenon and’ Syria, and for Turkey in trede with the United Kingdom. For
'Buwma in tréde with the United Kingdom, the improvement may. be attributed
to ‘good prices for 'lead and.low prices for imported iron a.nd eteel ‘
manufactires and machlnery, but 1t was. reduced by low pricee for exported

rubber and tungsten and high prices of 1mported. textilee. For India 1n
trade with the United States the improvement is attributeble to high

prices for exported iute, and low prices for imported cepital goods, with
the exception of much chemicals ag dyes and ceustic soda and some: capltal
goode . guch as harrowe, galVanized w1re, engine lathes and others.’ Other

. data ghow improvement in Indian terms of trade For 1947, y compared with:

‘ 1938 both in global trede and in trade with the United Kingdow:' For :-
Lebanon and °vvia the impcovement appears to be caused by high prices. of
exported olive oil and low ‘prices for imported automobiles but is-reduced
by lov prices' for lentils and wool-and high prices for imported.cotton
cloth.” The situation of Iebanon end-Syria, however, -1s not clear, The
favourable change in Turkev in trade with the United Kingdom is [
‘attributable to good prices for -exported figs and hazel nutes gnd low .
‘import pricee of capital goods (with the. exception: of hand tools) but it
- was reduced Yy low export vrices for bran and high inport prices for textiles

_ On the other hand; general data suggest that terme oi‘ trade turned eharply
- against Turkey betweerl 1945 &nd 1947, : ’ o .

A On the other hand, deterioration im shown by India in trade W1th the
United Kingdom for 19LL6 and for Iren, Indonesia and China. (Chinals

. deterioration in terma oi‘ trade is the result of low prices received for
'brietlee, f‘eathers, fure end sking and high prices paid for imported
textiled ‘and chemicele,. In the case of Indie end Indonesia the gtatement

- of deteriorated terms of tre,de iz Dbased on pre~war compoeition of exportﬂ
eince the 191+6 compoeition of exporte from thege oountriee oa.nnot be

- | coneidered reepreeentative. In the case of Indie in trade with the United

o King,dom, the deterioration’ is o,ttributeble to low prioee for tea and high
- prices for textiles and textile machinery. “In the cage of Indoneeia, the
deterioration 1a attri'bute‘ble to low prices for rubber, tin and petroleum,

. and to high prices of imported Tinished metal goods, engines and wetal-
) working maohinery. General. date euggeet that total termg of frade in

e /i9h7:we’re 3
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1947 were still unfavoursble. In the case of Irsn there is a heavy
deterioration dus to low prices for exported petroleum and high prices
for lmported sugar and textlles. The price of éxported petroleum, however,
ig a case of intra-company transactions, ond 1ts‘significance 18 not quite
clear, Other data suggest that Ceylon also has experienced worse terms
of trade then before the war, on a 1934-38 basia.
Summary

The foregolng analysis indicates how lmpossible 1t 1s to generallze-
on the gloval changee in terms of trade vhich have occurred. The
information obbained in the special studies can be summarized as follows:

/Tabl¢‘V~2 ’
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Table V~2, Summary of Results of Area Studies | - g
S L Compared. with 1938 :
Reglon . . . Num'bex' of Tmproved terms  No chenge ~ Worsened terms
S met ' arens s’cud:.ed of trade for or incons  Of trade for )
: under-developed = ¢lugive undaruglevelope(
countries or result ;ouggmes oxr i
areas . ‘ re
Mexico, o
Caxribbean ares, S ;
Central America 16 ‘ 7 | 2 7
- | o Bahamas Guadeloupe Trinidad and
Cogta Ricaﬁ/ Martinique Tobago
Cuba ) E/ ‘ : Barbados
‘Cuba-U.K.) " British Honduras
Cuba-U,S.) ; gt. Vincen
Grenada Nicaragua®
Heiti , Jemalca
Dominic7 ‘ Puerto Rico
Mexicoﬂ . ,
South Americs 12 | 2 /5
Argenti?a.@/ Chile= 4
Brazild peru®/ French Guians !
Drezil-U.K.) . Vonesuelsd/ British Guisna |
Brazil-U.8.) Surinan /
cvatemalsd/ ‘Bolivia®
Venezuela
Colonbiad/
, Ecuador?
Europe 1 1 None None
' Fagtern~-western All eastern
Europe Europe
Africa 8 L 1 3
' © Belgian Congo Tengenyike TFrench Equatorle
Africa Kenya and Ugende
Gold Coast Sierre Leonel
‘ Medagascar
Asla ,‘ 7 | 3 -3
‘ ‘ Burma-U.X, Ind.i d/e/  Tren o/
Lebanon end Indonesia-U.S.=
Syria China-U,S. .
- o Turkey-U.K. ’ v &
Totel - bk 20 -6 18

.+ a/ Study wndertaken by the International Monetery Fund.
B/ Pre-war welghting hes been considered represeptative,
. o/ Resgult obtained on broad cammodity classificatlon considered representative.
&/ PFavoursble change in trade with United Statee, unfavourable change in trade
7 with United Kingdom, |
L »e/ ‘ ,Pre-war couposltion oi‘ trade congldered representa:bive.,

 [Wrious
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Varicus Clasees of Commodities
It will be remembered that in the earlier part of the report 1t was

found that prices of primary materials generally have increased more than
prices of manufactured goods. This rule is not matched by a correspond-
ingly clear preponderance of favourable changes in the terms of trade of
under-developed countries. The changes in global terms of trade of under-
developed countries are less favourable than the price relation of primary
materials to manufactured goods, and capital goods in particulear, would
huve'suggested.

This point may be clarified by a separate study of the relation of
export prices of under-developed countries in the country studles made
for this report, not in relation to all imported commodities but in
relation to specific classes of impoftant imports. The relevant data
are presented in the group of tables vhich follov. In these tables, the
changes compared with 1938 are indicated in the gquantum of imports of the
specific classes of the imported commodities which could be bought with
a given quantum of exports from thevunder-deﬁeloped country. Thus a
high figure indicates a favourable price reletion, 1.e., an increase in
the quantity of imports obtainable for a given quantum of exports. The
cruclal categories of capital goods are taken first.

/Teble V-3
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Teble V-3. Cuantum of Tmported Metals and Metal Manufactures
| Obtalnable for a Given Ouantum of

Total Exporto '

(Pre-war = 100}

Avea . L .‘,\ Qﬁﬁﬁth
" Bahamag - - - . .. o136
“Brazil-United Kingdom - . .. 197
Brazil-United States o 228
Burma-UnitedlKingdom 130
China-United States .-~ =~ - . 150 .
' Cuba-United States fL6h
‘French Fquatorial Africa 79
| French Guiana . . 1b9
Treénch West Africa - - - . 116
Gold Coast - . - .. 126
" Guadeloupe I R 92.
" Haiti-United Stetes .. .- - 1ho
* India-United States =~ - 173 -
India-United Kingdom .. - -~ 101
Indonesia-United States . . 109 -
< Iran 59
Kenya and Uganda - 98
Lebanon andlSyria 148
Madégascar 95
Martinique N 1
Puerto Rico-United States 103
Sierra ILeone 128
Surinam ‘ 99
Turkey-United Kingdom 22l
Tanganyika 183
Trinidad and Tobago 149
Venezuela~United States 152

[The deta
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The data in the preceding table contain twenty-seven indices derived
from the studies relating to twenty-five different countries or areas.

In the case of twenty-one of the studies relating to nineteen of the.
twenty-five areas, the quantum of metal and metal menufactures obtainable
for a given‘quantum of exports from the under-developed country or area
concerned had increased compared with pre-war levels, i,e;, the Import
prices of metals and metal manufactures had increased less than the price
of exports from the country concerned. In calculating the index, the
pre-war composition 6f exports was used, since the post-var composition
‘was abnormal in a number of casges,

Here we find that preponderance of favourable changes which the
previous analysilis of relative prices of primary commodities and caepital
goods had anticipated. In only six out of twenty-five areas studied had
export prices failed to increase more than the prices of metal and metal
manufactures. Moreover, in four of the six cases where unfavourable
change in the price relation of total exports to lmported metal and metal
manufactures was found, the deterioration in the quantum of metals and
metal manufactures cbtaineble for a given quantum of exports was less then
ten per cent, namely Surinam, Madagascar, Kenya and Uganda and Guadeloupe.
There remain only two caseé where there has been a serious deterioration
in this price relation, namely French Equatoriel Africa and Iran. The
following grouping indicates the changes which have occurred with regard
to the quantum of metals and metal manufactures,

/Group A




B/C. 1é8ﬁb 3/w 5

page 9

. e 5
Group A: ™ ‘ , o L ,GrOUP B‘ P .
BrazilfU.S;' “T'EQQ - r o ) Chlna-U 8. . ; . 150
Turkey-U.K. 22l T j.": - - Trlnidad and o
Brezil-u.X. 197  Tobago . 149
Tanganyike 183 o ”t _‘JlrLgbanoq and
Indie-U.8, 173 T gyria 1M
Cuba-U.3. 16k  Mertinique 147
Venezuela-U.S, 152~ Trench Gulama 146
'L B 0 meisievs. 140
 fBahamas' I K -
f'Burma—U.K. - ”.  130
'Sierra Leone:"‘ >1128
 old Comst 126
© West Africa 116
Group C:E/ : : ‘\ RPN Group“D:glﬁ'v:,: ..
Indonesia-U.S. 109 .. .- French Equatorial
Kenya end Ugends 10% ... - Afpica o . 79
Puerto Rico-U.S., 103 .. . Iran .. . 59
India~U,K. 101 e '
Surinam © 99
Madagascar 95 Lo C ‘
Guedeloupe 92 L T e

The belance of favoursble change from the point of view of

under-developed countries is very clearly marked,

7 Considerable increase in the quantum of metals and metal menufactures
obtainable for & glven quantum of exports (index over 150),

b/ Moderate increase in the guantum of metals and metal manufactures
obtainable for a given quantum of exports (index 110 to 150).

‘fg/ Little change in the quantum of metals and metal manufactures
~ obtainable for a given quantum of exports (imdex 90 to 110).

Q/ Considerable decrease in the guantum of metals and metal manufactures
obtainable for a given quantum of exports (index under 90),

~/Table V-4
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Table V-4 shows similar changes in the quantity of imported machinery
obtainable for agiven quantum of exports since pre-war years, where such
separate calculetion could be made.  The data listed in this teble are
based on twenty-six indices with 1938 as a base year,

Teble V-lI. Quentum of Imported Mechinery Obtainable for a
Given Quantum of Totel Exporis
(1938 = 100)

Area . Quantum

Belgian Congo ' 134

Brazil 164

Brazil-U.K. 129

Burma-U. XK. 203

Chile | 118

Cuba-a‘/ 138 |
China-U.S. | 148 | -
Colombie 118 o
Cuba~U.K. | 174

French Equatorial Africa ' : 131

Gold Coast 148

Guatemala 148

Haiti-T.S. 137

India-U.S., 152

India-U.X, ‘ 106

TIndonesia-U.S. . 86

Iran u ' Tl

Lebanon and Syria 134

Mexico' ’ 126

Peru : 120

Puerto Rico-U.S, - 132

Slerre Leone ‘ 112

Surinam | » 101

Turkey-U.K. 25

Venezuela-U,8S. 118

a/ Study by the International Monetery Fund.

/Here, too,
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Here, t60; it'is évidént that the balance of chaige has been
favourable to the uhder-developed countriés., Of the 25 indices relating
to 22 countries or areas, only two, namely Iran and Tndonssia (the latter
in relation to U. 8. machindry) have experiénced increeséd prices for
imported magh;nery‘greater.phapvﬁhe Increase in prices for: their own
exports. The‘othgr 23 shpv improvement, as the following groupingﬂ
Indicates, o .

g \\~. ” o b/
Group A:™ o Group B:™
Turkey-U. K. ‘ 215 Guatemala T
Brezil-U.§. 203 China-U, 8. | 148
Burma-U.8, ¢ 187 ' Gold Coast s
Cuba~U.8. o 174 Cube S 138
Brezil 164 eiti-U.S, 137
India~U.8. 152 Syria-lebanon igh
' ' Belgian Congo <13k
Puerto Rico-U,S, 132
French Equatorial -
Africe S 131
Brazil-U.K. 7 129¢
Mexico C 186
 Peru 120 ¢
Venezuela~U,S. o118
Chile | L 118
Colombis 118
Sierra Leone 112
Group C:E/ o Group D% _ e R
~ India~U.X. 106 Indonesia~U,8. 86
Surinam a0 Tran L

: g/ Considerable increess in “he quasbum Of machinery obtainable' for a-
T given guantum of enpirls <1ndex.0ver lDOT.

b/ Moderate increase in the quentun of machinery obtainable for a given
;/ quantum of exports indequll to 150?. ¥ . -.g’

Q/,fLittle dhange in the quantum of machinery obtainable for a give
2/ Guentan of Sxporte (inber 90 vo 118V, Y wgeven

”gfg/ -Considerable decremse in the quantum of machinery obtainable for &
T glven quantum of exports “(index under-9d?. ' ~ B o

L]

/Table V-5 anaiyses 




B/0N. 1éSu“b 3.5
:_ga

Table V-5 analyses the position with regard to imported vehicles,
Nineteen indices are calculated relating to 19 different undgr«d_eveloped
countries or areas., Again we find that in all but two cases, prices of
imported vehicles have risen less than prices of experis. |

Table V~5. Quantun of Imported Vehicles Obtainable for a
Given Cuantum of Total Exports

(1938 = 100)

Ares Quantum
Bahamas 163
Belgian Congo 135
Brazil-United States 199
British Honduras 118
China-United States 114
French Equatorial Africa ’ 199

" French West Africa 178
Gold Coast 1hk
Grenada 178
India-United Kingdom 122
Indonesia-United States ( 70
Dominica 181
Kenya and Uganda 126
Lebanon and Syria 340
Medegascar 149
Puerto Rlco-United States : 115
Sierra Leone 105
Trinidad and Tabago 86
Venezuela-United States 118

/The countries
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Group A:'g/
Lebanon and Syria -
Brazil-United Statds -
British Dominica

French West Africa

Group C: ¢/

Sierra Leone

Considerable increase in
glven quantum of exnorts

Moderate inerease i
quantum of exports

Little change in th
quantum of exports

'The'countriéSihre grouped below.according to:the relationship of

pre-war and post-wer quantum of vehicles.

340

199
- 181
178

178
1583

105

he quantum of
index over 15

he quantum of
index under O

Group B: E/
© Prench Equatorial Africa
Madagascar
. Gold Coast

Belglan Congo

Kbhya and Uganda
India-United IKingdom
YVenezuels-Unlted States
. British Honduras
Puerto Rico-United States
China-United States

Group D: ¢/ “
. Trinidad and_chagc
Indonegla-United States

Ogehicles obtainable for a

Oyehicles obtainable for a
/,.

- [Table V-6

149
149
4%
135
123
126
122
118
118
115
11h

86
70

the quantum of yehicles dbtaiﬁable for a given
index "110 to 150).

quantum of vehicles obtaindble for a given
ndex 90 to 109 ; .

Considerable decrease in
glven quantum of exports
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Table V-6 analyses the position with regard to imported chemiéals.’,

TABLE V-6, Quantum of Imported Chemicals Obtainable for a.
Given Quantum of Total Exporis
(Pre-war = 100)

Area Quantum
Belglan Congo 120
Brazil-United Kingdom 201
Brazil-United States 109
British Gulana 86
China-United States 60
Cuba~-United States 122
Gold Coasth : 185
Guadeloupe 107
Haiti 105
India-United States 7L
India~-United Kingdom 143
Iran ‘ 69
“Jamaica , 132
British Dominica 211 S
Kenya and Uganda ‘ 79 /
Lebanon and Syria : 14k
Martinique | 110
Puerto Rico-United States 111
Sierra Lecne 111
Surinam T1
Turkey-United Kingdom 146
Venezuela 109

Of the twenty-two indices shown in table V-6 relating to
twenty countries or areas, sixteen Indices reiating to fourteen countries
show a favourable change. The balance of change is ummistakably 1in fgvour .
of under-developed countries. Chemicals are, of course, a somewhat :
heterogeneous group; including both chemical raw materisls and fertiliiers.“

/Group 43
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Group At a/ . Group B: b/ ‘. |
Brltish Domlrica : Jéiiz 1 B Turley-Unlted Kingdom 145
Brazil-United K Lnddom'  20ii;\ ]“f ~ Lebanon and Syria 1l ““%
Gold Coast 185 India United Kingdom 143
‘ R Jemaica o132
Cuba-United States 122
 Belgian Congd 120
Sierra leone 111
| Puerto Rico-Unlted
y States 111
' ﬂartinmque- o 110
Growp C: ¢/ . Group D: i/'
Brazil-United States 109 British Guiana 86
Venezuela L. 109 . Kenya end Uganda ’ 79 |
‘Guadeloupe‘. ‘l;. 207 e Eurinam . 71
CHaiti 105 China-United States 60
| ' ' Tran o 69
,India-Uhited otatev 71

a/ Considerable increase in ?he guantum of chemloals obtalnable for a
given quantum of exports (index over 150).

b/ Moderatec increase inm:the quantum of chemicals obtalnable for a
given quantum of exports index 110 %o 150 )

'c/ Little change in thsg quantum of chewdcals dbtainable for a glven
guantum of sxporta,(lndex 90 %o 1093

4/ Considerable decrease in the quantum of chemicals obtainable for a
given quantum of exports (index under Q0

oM L]

- A comparison with the grouping for metals and metal nanufactures and for

| machinery w1ll show that the shift in favour of under developed countries

- in respect of imported chemicals has beon somﬂwha+ losg ‘marked. .

| The followlnﬂ two tables present a vcry dlffO”eﬂttplbtuTe.‘ Téble '
V~T shows the p051tion W1th regard to imporbed bextlles. This 157n most o

| ;striklng contrast to the tables relating to capltal goods. Of the . thirtyr.

Jnyfiwe indice rcpresentlng thirty-three different under- deweloped cauntries

’ "or‘areas, only two show improvement - and in small degree - in terms of
'?_r‘trade in respect of imported textiles; the areas concerned are Cuba and

:“:”St. Vincent. In all other cases prices of imported textiles have risen

i fjmore‘than the prices obtalned for exports. In some cases the deteriora-

. ,‘tipnfin"terms of trade in respect oi imported textiles has been very sharp.
'ﬂgIWhere stud les relﬁte to total terms of trade of ‘under~developed arecas

. with fhe rest of.the world, as in Iren or Madagascar, the high textlle
’~}1imporr,priges may partly reflect the substitution of more’ expensive sources |
‘ | | /of supply ‘rjg‘ S
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of supply for cheaper ones, But even where this factor does not apply,
as in the India-United Kingdom study or Brazil-United Kingdom, vwe find
a heavy reduction in the quantum of textiles obtainable for a gilven

quantum of exports.

/Teble V-7
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Table V-7, Quantum of imported ’.Pext:.le Obtainable for -
‘s, Given Quantum of Total Exports

(Pre—war ) 100)

Area, ‘ Quantum

Barhados . 57
Belgian Congo l 73
Brazilé/ 81
Brazil-U,K, ™
British Guiana ‘ 50
British Hondurasg 59
Burma~ ? K. | 96
Chile™ 58
China-U.S. 87
Cubag/ . 101
Dominica ' 80
French Equatorial Africa 32
French Guiana ' T3
French West Africae : 98
Gold Coast : 79
Grenada, | : 98
Guadeloups | ‘ 79
Haiti-TU.S, - 72
Indla-U.X. 51
Tran 46
Jamaica . ' o 55
| Kenya and Ugandae | Lo
Lebanon and Syria ‘ ' 95
Madagascar ‘ 93
Martlnl?uu ’ : ‘ o 75 |
" Mexicd™ ‘ BT
‘Perua/ ‘ 61
Puerto Rico-U.S. o ' ‘ 55
‘Sierra Leone = ‘ _ ‘ 61
‘St. Vincent | | 105
Surinam : ko
. Tenganyika - : 61
Trinidad and Tobago - 50
C TMurkey-U.K, ' | 70
“{ Venezuela—U.S. | - - ‘ 99

L 7 Based on the International MOnﬂtary Fund studmes of terms of trade,
. IR S : ‘ /Croup LA : :




a/

Group A:™

None

e
Group C:

S8t. Vincent

Cuba
Venezuela«U,S5,
Franco West Africa
Grenade
Burma-T, K.
Iebanon and Syria

Madagascar

Considexrable increase in
given quantum of exports

Moderate increase i?
i

quantum of ezports

Little change in th
Quantun of exports

Considerable decrease in
given quantum of exports

(s

105
101
29
98
98
96
95
93

ndex 110 to

Poge 105
Group B;E
Nene
Group DT
Mexico 87
China-U,S. 87
Domirica 80
Gold Coast 79
Guadeloupe 79
Brazil 78
Brazil-U.K. 5
Mertinique 5
Belgilen Congo T3
French Guiana 73
© Faiti-U.S. 2
Tarkey-U. K. {0
Peru 61
Tanganyika 61
Sierra Leone 61
British Homduras 59
Chile 58
Barbados =T
Jamgica 55
Pueitto Rico-U,S. 55
India~U.X. 51
Trinidad and Tobago 50
Brltish Guiaona 50
Iran S
Kenys. end Ugande. he
Surinam lio
French Equatorial
Africa 32

he ouantum of
index over 150

the quantum of temtiles “obtainable for a given

150).

A =

extiles obtainable for a

quantum of texblles obtainable for a gilven

ndex 90 to

he quantum of gextiles obtainable for a
lndex under 90

/ The grect
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The greét risein the prices of imported textiles and its determinant
effect on terms of trade is quite clear from the table, Since these
prices have uaniversally risen more than the export prices of under=
developed countries, and since capital goods, in the aggregate, have almost
universally risen less in price than exports of under-deveiqud countries,
it follows that there is a direct correlation between the proportion
of textiles and capital goods in total imports, and changes 1n overall
terms of trede. Where the ratio of imported textiles to imported
capital goods is high, terms of trade temd to change unfavourably.

Where the proportion of imported textiles to imported capital goods is
loﬁ, globel changes in terms of trade tend té be favourable. Thils ratio
may be considered one of the two major dsterminents of changes of

‘terms of trade of under-developed countries; the other major determinant
was shown in tables III-5 and IIT~6 ebove,” namely the index of export
price situation,.showing the degres of specialization in exports of

the various underédeveloped countries according to the degree of price
rise in the primary materials speclalized in for exports,

Table V-8 shows the position with regard to lmported food and
drink, The picture here is less decided, Of the 36 indices relating
to 35 under-developed countries or areas, 1l show an improvement from
the point of view of the under-developed country, in the sense that
the quantum of food and drink .obtainable for a given quantum of exports

“had increased, while 22 show deterioration, The scales, therefore, are
more evenly balanced thanin the other classes so far considered, Nor
is this surprising. Since the exports of the under-developed countries
consist largely of food items, the price index for imported food and
drink mey be expected to be similar, in general, to the total export
price index of under-developed countries, In meny cases the gquantum of
food obtainable with & given quantum of exports has changed very little;
group C is comparatively large. However, on omitting this intermediate
group, the adverse changes eppear to preponderate, In no case has the
quantun of imported food obtainable been increased by over 4O per cent,

© but in four cases has it been diminished by that percentage. Three had

,f imPr0Ved by over 30 per cent, but nine had been reduced by more than
,thatvpercentage.

o wp——pppger.

: ,;/‘ See above, section ITI.

z/T‘abl(-)"“V‘-B.uy B
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Tabls V-8, Quantum of Imported Food and Drink Obtainable
for a Glven Quantum of Total Exzports
(Prewar = 100)

Area Quantum
Bahomas ' 160
Belgian Congo o7
Barbados ‘ 81
Brazil 78
British Guiana 65
British Honduras 2
Colombia 80
China-United States 85
Cuba - T8
Cuba-United States 80
Chile : L6
Dominica 126
French Rquatorial Africa 65
Trench Guiana A 50
French West Africa 115
Gold Coast : 126
Grenada 132
Guadeloupe 103
Guatemala 110
Haiti~United States 106
India~United Kingdom o112
Iran 31
Jamaica ' 5
Kenya and Uganda 90
Lebanon and Syria 137
Madagascar 107
Mexico ‘ L
Martinique Th
Peru 6L
Puerto Rico-United States 66
Sierra TLeone 101 :
Surinam , 63 B
Tanganyika 128 ;
Trinidad and Tobago 59 ;
Venezuela-United States 126 rf
St. Vincent ¢! iQ

/The countries
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The countries may be grouped as fol;ows:

Group A: a/ . Growp B: b/ A
Bahamas 160 Lebanon and Syria 137
' Grenada 132
Tanganyika 128
Dominica | 126
Gold Coast - 126
Venezuela-United States 12k
Trench West Africa 115
| India-United Kingdom 112
Group C: g/ | Group D: g/"
Madagascar 107 China-Uhiﬁed States ’9f
Haiti-United States 106 Barbados. . - 81
Guadeloupe 103 © Cuba-United States 80 |
Sierra Leone , 101 Jamaica . 75
Belglan Congo 97 : Martinique Th i
Kenya and Uganfa 90 St. Vincent 71
Puerto Rico~United Statcs 66
Britigh Guiana 65
French Equatorial
- Africa 65
British Honduras 64
. Surinam | | 63
' Trinided and Tobago 59
: French Guiana 50

 Iran- ‘ 31

a/' Considerable increase in the dqugntum of fodd apd drink obtainable
for a glven quantum of exports (index over 150?. X v

‘g/, Moderate increase in the qugntum of food and drink obtainable for
a given quantum of exports (index 110 to 150). '

Iittle bhange in the quantum of food and drink obtainable for
given guantum of expo%ts ?index 90 to 109). ) avle ¢

;" Considerable decrease in the quantum of food drink obtainabl
- for a givenquantum of exportsqkindex under 90??d o Obu‘lna -

 [APPENDIX A,
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APPERDPIX A, IMPORTANCE OF TERMS OF TRADE FOR ECONCMIC DEVELOPMENT

Improvenments In the terms of foreign trade, i.e,, in the relation
of export prices to import prices, affect the national incomes of
under«-devsloped countries as definitely as improved technology, lncreases
in the level of employment or & change from less productive to more
productive occupations, such as occurs in the process of industriallzation,
Conversely, a deterloration In terms of trade has the effect of offeetting
such favourable dovelopments as may occur. A favourable change in terme .
of trade, by providing the opportunity of obtaining an lncreased quantum
of imports for e glven quantum of exports, enables an under-developed
country to cbtain ifta previous quantum of imperts for a reduced
quantity of exports and to ubtilize the damestic regources thus set free
for purposes of economic development or, alternatively, to utilize the
extra imports obtalned for the previous quentum of exports for purposes
cf development, In either case, therefore, economic development can be
promoted by a favourable change in terms of trade, i.e. & rise of export

prices relative to lmport prices.

{/Limitations
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Timitations on Economic Intcrpretation-of Chenging Texrms of Trade,
It is impcrtant to interp“et and qualify the statements which
have been made in the preceding section on the favourable ef;euts of

a rise in export prices relative to import prices.' In eny case, the
terms of trade aire only one factor, and not generally the most: 1mpo:uant
single facior in detevminlng national income and funds avallable for
economic dcvelopment Nar must it be considered that an increase in
eypor+ prlces, rolatxve to impowt prices, automatlcally furthers
economic dcvnjopmcnt

A rise in export prices nay be due to a restrictlon in unPlleS
of such degree thet total export receipts (whlch are the joint product
of price and quanbify) are diminished‘ra+her fhén increased, In such
case, thc tot&l imports which can be obtained after the "improvement"
in terms of trade are reduced rather than iticreased.

A good illustration of this is provided by the post-War rise in
the price of cocom. As will be ghown in some of the following Lables,
cocoa prices'generelly heve increased markedlyi hence underwdeveloped
countries which specialize on cocoa in their exports tend to have o
favourable changes in their terms of trade, This "favourable” change
is, however, partly due to a virus disease ("Swollen Shoot disease")
affecting the Gold Coast, at present the mejor producing erea. The
disease has reduced supplies end thus tended to raise prices. It is
evident that this is not a "favourable" change for the Gold Coast. it
merely means that the rise in the price of exported cocoa, as a result
. Of the actual and anticipated diminution of supplies due to the virus
disease, has tended to offset to some degree - perhaps only toc a
slight degree - the unfavourable developmert by which it wae caueed.

A;sog vhere the favoureble change in terms of trade is the result
of a restriction in the supply of exports, natural or deliberate, the

- reduction in the'total volume of foreigh trade mey force domestic
eresources into less preductive employment - less prodyctive then
exports were even at the previous lower l‘price level, In this case,
too, the total effect of the "favourable" change in terms of trade
f'pn‘the wder-developed country may in fact be unfavourable, when shifts
“‘ineresources from exports to domestic production are taken into account.
‘Where exports are agricultural, and regources are shifted into industry

. a8 a result of the reduced exports, the effect may, of coursey be

expected to be favourable In under-developed countries that utilize
‘*;appropriate indigenous resources for development, Nevertheless, analysis
';Hof changes in terms of trade should be considered and ovaluated Jointly

' 7 Laver that 1s, relative to imports.

L /with'changese e
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wilth changes in the quantum of foreign trade, It is only when improved
export prices relative to import prices are not attributable to reduced
volume of.éxports that results are unilormly favourable.

Seccondly,; the beneflts of imﬁroved terms of trade may well be wasted
in the form of unemployment and under-employment and may not lead to
higher national income or more rapid economic development, For instance,
the "favowcable" changes in United Kingdom terms of trade between the
Tirst and second World Wars, in the form of low prices of Imported food
and primary materials, were largely wasted through ﬁnemployment in the
export Industriss resulting from an inability of foreign producers of
raw materials and primary products - as o result of the low priCeB chey
received - to take up larger guantities of Dritish exports. Taking lubo
account *the cumuilative effects of such unemployment in export industries;
the net result of "favourable" torng of trade to the United Kingdom in
the inter-war pericd was almoet certainly unfavoureble., While such
conditions are less likely to apply to under-developed countries it ia
woirth stressing that the utilization of resources may be inter-related
with the teims of trade. _ '

Another limitation should be noted. For purpdses of analysls of
changing terms of trade, a relative fall in import prices, raising the
quantum of imports obtainsble for a given quantum of exports, is defined
as a "Tavourable" factor. No further distinction has been made - or can
indeéd be made without qualitative evaluation - &8 t¢ the reoilpient of
the benefits in the under-developed country concerned. It is at least
theoretically poersible that when the terms of trade show an improvement,
it will mainly benefit foreign compenies operating within the
under-developed country. This possibility should be borne in mind in
assessing the data presenied in the study, especially whore the least
~developed and the non-gell governing areas are concerned. The ilmportance
of this qualification is snhanced by the fact that, in gemeral, the studies
have shcewn that the prices of capltal goods have risen less than those of
consumption goods., The posslbility cannot be excluded‘that this may have
benefited foreign investors rather than the nationdls of the
underfdeveloped country concerncd. How much of the benefits to fobeign
companies, through the increase in their profit margins and wage-paying
capacity, have subsequently been transferred to the under-developed
country itself, is a metter for separate economic analysle 1n particular
cases, '

It must not be automatically assumed that the real position of 8

country remains uachanged 1f export and import prices riée in exactly
/the same
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This is only true where the total values of exports and
e it is obvious that a rise

the sanms éég 60,
imports are fairly well balanced; in such & cas
in export and import prices in the ‘pame degrea will leave the position
unchenged. ' This, however, ' ceages to be true where imports are ccnsiderably
la“ger then exports or vice versa. Under=-developed countries often have
import swpluses representing borrowing ebkoad and forétgn 1nvestmont In
such cases,”thegrise‘in'lmport prices ig & much more serious matter, and
is not sufficiently compensated by an equal rise in export prices. Where
this applies, the balence of payments of an under—developed cOuntry may
seriously deteriorate, even though export and 1mp0“t pvlces rise in
exactly the same degree. o '
The pve ent s*udj has bpen concerned with 51multaneous terms of trade,
Thel is to say, indices of export and import prices, related to the same
base date, and referring to the same point of “time have been computed and
compared, Thus, statistical indices of terms of tyrade compare the change
in export prices over a given period of time with the‘change in Import
prices cccurring over ihe game period of time, This is based on the
asstmption that foreign trade is simultaneous in nature, i.e. that expor+s
during a given year arc exchenged for 1mports during the same year. In
the particulaw pericd of time vhich is now consldered, namely 1937 or 19306
to 1946, 1047 or 1948, this aeaumption is often not entiraly scpurate, A
number of vnder-deraloped countries had export surpluses during the wer and
. have had post-war inpord su*plasea financed out of the war-tims accumulatlon
o+‘foreigc oxchenge .  The relation between war-time price indicea for
primary goods and post-war price indices for manufactures, as reflected in
the trade stztistics of the United States and the United Kingdom, is
accordingly noted il ‘section IV of this report.
The sbsolute rise in the post-war price lévéi has, hcwever; hed an
‘ addltlonal adverse effect upon the flnancial resources agvailable to
- under-developed ‘countries for imports that would aid thelr ‘economic
: ~development, In brief, the post-war price appreciation hes: depreciated
‘ fhe‘purchasiﬁg power of their foreign exchange, dccumulated largely in
“fwar-time. The following +eble 1ndicates the: extent to which thig factor
applies in the cases theré glven. The wer-time incresse in the d
, ‘accunulated foreign exchange resexves is’ represented apprQXLmately’ by
" the difference between the figures for 1939- and 19#5, ‘the ‘total exceeded
(1$10‘000'millioh A nunber of Countries have ‘since expended ‘all or part
‘ ?of the war-time accUmu1at10n, to this extent, the ccmmarison of tkolr
‘export prlces during the war pe~iod with their import prlces during the
‘ ' ' ‘ ' o ' ‘f R T /post-war'n



E/CN,1/Sub.3/W.5
. Page 113

post-war perilod applies., The assets remaining at the end of 1948 are,
however, generally very much larger than those held in 1939. To the
extent that they may not be necessary for currency stabilization, and may
therefore be expendsd for lmports for economlic development, thelr
purchasing power 1s now much reduced as compared with the feriod during
which they were accumulated, On the other hand, if the analysis 1ls made
prior to the beginning of the second Wexld War, it is evident that the
rise in prices has lightened the burden of pre-war indebtedness on

under-developed countries.

~ /Table A~1 ‘i:‘
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Teble Aa- 1. Ho]dinga of Golo and Porelgn. Assets of Under~developed Countries
1939 «1948 (end of period) - :

Argentina =
Boiivia ‘
Braéil .
Chile
Cnins B/

Colombia

Coata Rica

Cuba

Dominicen Republic
Ecuador

 Egypt
71 Salvador

Guatenmala
Hondures
india Q/
Irag — /
Mexico
Wicaragua
Paragnay
Peru
Romenia ~
Turkey

- Uruguay

" Venszuels

(Millionﬂ -of United States: dollar equlvalents)

Y

186

o
33

167
2>
3
25
5
3

184

11
616

he
2k

Total - 2098

1945 1948 (Jnne
1663 813
38 3]
708 783
110 50

582 15678/
180 98
9 9
279 901
45 38
33 25
1370 1423
31 37
45 o3
0 2
5315 4915
227 251
176 151
32k 99
7 11
10 11
k9 L3
269 217
287 216
2h6 357
e2k6 357
12557 10958

- E/ Date for 1939 through 1941 vepresent gold and "net" forelgn exchange.

.'t_a/‘ Official and pfiVate holdinge of ghort=-term assets in the United States,
- aB reported by United States banks,

Manchuria '

¢/ ey, 1948,

Data throughout the period include

L g/ Annual date ore as of the last fortnightly statement :Ln March, monthly
‘ data are ag of the last fortnightly statemsnt in each month.

‘ 'Nat:lonal '.Bank gold holdings only.

' /S’ourceﬁ '

Long-term foreign holdinge (1ncluding suall amounts of foreign.exchange)
of Traq Currenc,; Board, ‘
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Source: International Monetary Fund, International Financiel Statistics,

Vol, I, No.,10, Octcber 1948, For detailed notes and explanations reference
is made to this publication. In genefal, the figures include gross
holdings of gold and short-term foreign assets of treasuries, central
banks, exchange stabilization funds and other official institutloms.

When available, the gross long-term forelgn assets of official institutions
and the gross foreign exchange holdings and iong~term foreign assets of
5banks other than the central bank are also included, The amounts of
foreign exchange hoidings included ordinarily cover forelpn currencies,
bank deposits abroad, payment and clearing egreement balances and short-
term forelgn bills and securities, Generally, short~term bills and |
securities are those issued with an original maturity of less than one
year; drawing rights in the International Monetary Fund, undrawn portions
of foreign loans and similar rights to incur foreign debts are not
considered to be foreign exchange assets,

The discussion of the economic implications of chahging terms of
trade has been conducted from the viewpoint of the effects on under-
developed countries. It is obvious that the interests of the imdustrialized
countries and the effects on them of changing terms of trade are different.
An improvement in terms of trade from the point of view of one group,
by definition, is equivalent to a deterioration in terms of trade for the
other group. However, it must not be taken for granted that the
conclusions in the preceding section necessarily apply in reverse to the
more industrialized countries, Their internal structure and their domestic
problems are very different from those of under-developed countries,

There are likely to be differences, as well as similarities, in the
effects of like changes among different countries in their terms of trade.
Among industrial countries in particular, the effects of deteriorating
terms of trade will be quite different in countries confronted with a
serious balance of payment problem from other cases,

A long-term deterioration in terms of trade, such as has been found to
obtain for primery producers over a long period, may be an effect of |
differences in the rate of increase in productivity in the production of
primary commodities and manufacﬁured articles, respectively. IT ve éan
assume that the deteriorating terms of trade for under-~developed countriéé
reflect a more: rapid increase of productivity in primary commodities than
of manufactured goods, the effect of worsened terms of trade would, of coufse,
be less serious. It would merely mean that, to the extemt that primary

Jeonmodities
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commbdities are being eipofted, the effects of 1ncrcased productivmty
are being passed on to the -buyers of. primary artlcles‘ln the more .
industrialized countries.  Although statistical data on dlfferentlal
rates of increase in productivity of primary production in under~developed
countrles, and production of menufactured arbicles in industrialized
countries, are almost entirely lacking, this explanation of the long-term.
changes in terms of trade which were observed in this study may be .
disnissed. There-1s little doubt that productivity increased faster in
the industrialized countries. than in primary productlon in under= .
- developed countries, This is evidenced by the more rapid rise in standards
of living in industrialized countries du;ing the long perioed covered,.
from 1870 to the present day. Hence, the changes cbserved in terms of
tyade do not mean that increased productivity in primary production was
passed on to industrialized countries; on the contrary, they mean that. the
under-developed countries maintained, in the prices which they paid for
their imported manufactures'relative to those which -they obtained . for their
own primary products, a rislng standard of‘living in the industrialized
countries, without receiving, in the price. of their own products, a
corresponding equivalent contribution. tovards thelr own standards - of
living. - | .

No attempt has been made in the preceding study to analyse the cauges
of the continued downwerd trend over the long period-in the prices of - -
primary products, relative to manufactured articles. In another
Secretariat study-submitted at the seme time as this report, an analysis
is made of "Capital Movements During the Inter-War Period", In this.
document, attention is dra'm fto the fact that, at least until 1929,
inveatment in under-developed countries was largely dévqted to the
expansion -of production and distribution of primary materiels for
consumption in more industrialized countries. . It is possible that the -
stimulation of production of primary products, through foreign. investment,

"\_was a contrlbutlng factor in the relagive decline of the prices of

. , primary'products. -This, of course, does not in itself prove that -such -

~ investment was not useful to the under~developed countries concerned
‘= and without further study it could not even be definitely stated that -
there was in fact a connexion between the. process of foreigh luvestment

“9 _dbtain1ng before 1929 and the changes in.terms of trade observad in this

- report. Lo Lo A - L
| ' Finelly, attention may be drawn to the ambivalent nature of the
 feffects of unfavourable terms of trade on economic development. On the

- /one hand,
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one hand, low prices for primary materials relative to imported
manufactured goods normally are, or should be, an added incentive

towards industrialization. On the other hend, they diminish the resources
available Tfor ‘finencing economic development. In this report, stross

has been laid on the second, unfavourable, aspect of deteriorating terms

of trade. How far this factor has been offset or mitigeted by the added
incentive given towards industrialization is another question which requires
separate exploration.

/ APPENDIX B
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APPENDIX B, STATISTICAL PROBLEMS IN MEASURING TERMS OF TRADE

gources of Statistics.

Considering their impos ance as-a factor in determining the real

income of countries, statistical information on terms of trade is
surprisingly meegre.. Internal price statistics are more readily available
than export and import prices, even though the former do not have as
direct an effect on real income of countries as the latter, This absence
of official statistics regarding the terms of foreign trade may be partly
due to the statistical pitfalls involved in the use and interpretation of
such figures. No single country, however advanced its statistical
organization may otherwise be, publishes regular official statistics of its
terms of trade with other individuel countries or wilth individual economic
reglons of the world. This study is based upon the trade statistics of
the countries covered in the several sections bf the report. The use of
these trade statistics for the derivation of comparative price (unit value)
indices and terms of trades analysis 1s subject to a number of qualifying
technical reservations, the most importaﬁt of which are dealt with below,
These qualificatlons of the data lead to two general reservations that
:have been taeken into account in using the data in the foregoing report:
( g_) Relatively smell statistical differences cannot be accorded any
significance in themselves; and (b) care must be teken to validate the
apparently significant statistlcal differences, by the test of internal
- consistency of the statistical findings and also by considering related
i‘aots as they may support or qualify the sta’ﬁistical findings.
Cost of Shipping, Tramsport, Insurance, etc, ‘
~ In general, the more developed countries tend to have more detailed
~ statistics relating to terms of trade generally, and price trends of
_different classes of goods in perticular y but thelr utilization raises
| specific difficulties. Almost sll countries value their exports at the
- point of exit; that is to say, the export prices of manufactured goods

, ,‘:,f“r"om the industrialized country are exclusive of shipping charges and
L cos‘t of transport, insurance etc., yet the latter are generally an
additional charge on the resources of the under-developed country, since
. shipping ete. is almost entirely in the hands of the more developed

N 5‘c'oimtriesl. 'On the other hand, many industrial countries value their imports

: . of primary materials from the under-developed countries inclusive of
o shlpping cha.rges to the point of importation, hence the recorded prices
include an element which generally represents a payment not to the
U-nder-developed. country, but to the shipplng lines, insurers etc., of the

‘ ‘ ‘ : / game or some
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yf%ed Kingdom practice of wvaluing imports, but not to the United States.
 ?3 that extent the United States import prices are better indicators of
//fhe prices actualiloreceived by under-developed countries than the
United Kingdom Import pric:..z. From this point of view; it is preferable
to use the trade returns of the under—develqpéd countries themselves,
~ gince their import values generally include, and their ezport values exclude,
shipping charges. '
However, since the present report is based on price ratios and
price indlces rather than on actual prices, it follows that in actual
fact the statistics of the more developed countries can be accepted as a
true indication of the changes in prices received or peld by their less
developed trade partners, provided we can assume that cost of transport,
etc. has changed in the same dlrection and in the same proportion as the
general level of prices during the period for which the changes in terms
of trade are being determined. The actual unit prices on which the ey
statistics derlved from United States and United Kingdom data are baged '
are distorted (if, as in this report, the situation is viewed as it affects
. the under-developed countries by the exclusion of shipping charges in the
case of the exports to the under-developed countries) end, partly, also by
the inclusion of the shipping charges in-'the case of imports from them.
Yet the price ratios between two dates on which & study of changes in terms
of trade are based accurately reflect the real changes if the distorting
element has remained constant in relative importance. Moreover, since
cost of transport, insurance etc, represents a falrly small part of the
total price in the normal case (about 10 per cent in pre-war world trade
as g whole) it follows that the disparity between changes in the cost of
transport and changes in other prices would have to be considerable in
order to producé‘serious distortions of the price ratios and seriously
to affect the conclusions drawn from them, In the case of some types of
goods shipping charges account for a much larger proporfion of total costs
than the average. In such cages, a marked disparity in the change in
shipping charges as compared with the commodlty prices, would be of some
lmportance. There 1s however, no evidenée that changes in cost of transport
have been altogether disproportionate to other changes in prices. Hence in
actual practice there is no reason to dlscard the statistics of industrialized.
countries. Where there 1s reason to belleve that the costs of transportu‘
ete. are particularly important and that they have changed disproportionatelyi
to Other Prices, separate invesﬁigaﬁion would be required to cover this

/pbint, but
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point, but information on moveménts of shipp:ing rates, transport costs, \'@,‘
is very unsatis factory. Further, the cost of handling, discharging and ‘
distributing imported conmodities in under- developed countries can be very
serious, especially where herbour and transport facilities are insufficient,
The actual prices (wholesale as well as retail) of imported commodities

| may not only be much higher than import unit values but may also show

' different rates of che,nge.__/ For this reason, indices of domestic prices
’of import type or export-type commoaitles have not been used in this report.

Changes in Quality
There are other major statistical pitfalls against which it 1s

necessary to be on guard, in studying changes in terms of trade over a
:Lengthy‘;period, or even between 1937 or 1938 and the present date.
‘Statistical data oftén fail to make due allowance for changes in quality.
Manufactured godd.s are more subjeét to changes in quality than food and.
primary ma'{terials.* In normal times, the general tendency is towards an |
improvementn in quality and efficiency of menufactured goods and especially

of vehicles and machinery. Hence in normal times, studies of changes in

.wm

terms éf trade between under-developed éountries and more highly developed
countries tend to be affected by a systematic bilas towards meking changes
appear to be more unfavoursble or less favourable to the under-developed -
countries than they really are unless the manufactured goods selected
' 'are"of & standardized nature. On the other hand, changes in quality
during the last ten yea:rs are just ag likely to bhe in the dirvection of
lower quality, and hence might well impart the opposite bias to the forelgn
trz;d.e statistics. Such quaiitative facts cannot easily be isolated; in
| general in analyzing the relative price trends of primery materials and
. manui‘act‘ui'e‘d‘ goods , 1t 1s essumed that quality Is unchanged, or at least, -
in 't'he case of aggregates, that changes in quality will cancel out. Shifts
»in sources of supply often involve changes in quality. A speclél case of
- '/“‘f‘d.ifrerences in q_uallty, specially important in the case of machinery, is
" the- d.istmction between new and up~to-date and second-hand or obsolete
'types , 811 covered by the seme trade descrlption, the latter types mey
s ‘represent war surplus. It is impossible to determine how far the ,
inclusmn of such items may have contributed to the relatively low prices 3"

\

. l/ For an analysis of :Ghis Tactor as it affects Indonesian terms of trade,
. Bes E. A, de Graff "De groothandelsprijzen in Indonesie in 1947",
, Eoonomisch-Sta‘cistische Berichten, 10 November 1948. According to the
- data given 1A this articls, unloading cost, import tariffs, transport
- . costs to the interior and the profit ma;rgln of the importer added over

- 90 per cent to the ¢c.i.f. price of im ared,
: ’mth only 23 per cen'b in 183 ported commodities as comp

/for capitalBOOd‘S’: R i"
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for capital goods described in this report.

Changes in Composition

The. problem of change in quality assumes special Importance in the
case of commodity classification that inclnde goods which are not strictly
homogeneous in character. In this case, a chenge in unit velues, whilch is
taken as evidence of a chenge in prices, may merely be the result of a
change in the proportions of the different qualities, grades or sizes of the
same articles. Very few commodities are completely homogeneous. Where
calculations of terms of trade or prices of cepital goods are based on uﬁit
values of seriously heterogeneous commodity items, serious distortions of
true price changes are possible. Where thé caleculation is in terms of
aggregates, some hope may be placed on cancellation of errors. Tests
undertaken for the purposes of.thia study, as well as stulies of changes
in prices of aggregates of goods of givea composition, lead to the
conclusion that confidence may be placed in resulbts cblnined by a study of
unit values. BSome items, however, lack homogenelty to such an extent that
they must be omitted. -Although the substltution of geuuine price quotafions
for unit values in the case of cgpital goods end other articles exchanged
by foreign trade seems tempting, such substitution is not only virtually
wfimpossible over a wide field but it also introduces substantial new sources
of error of 1ts own. Whereas changes.in compesition ag between different
commodities can be teken care of by appropriaste weighting, this method
-‘cannot extend to changes in composition which occur under the cover of
individual commodity descriptions. Detailed descriptions and sub-divisions
by size groups, etc. may reduce the errors invoived.

Unit value indices, upon which this study has mainly relied, are
“ﬁobtained from trade statistics reporting velue and volume of the aggregate
of all products, or of the uzgregate of products In & given defined group
or class. The composition of products traded in the aggregate or in any
defined group, changes, however, from time to timé. Generally, a‘country_
reports statistics on 1ts aggregate imports and exporte and on m&JOT |
groups such as foods, textiles, chemicals and manufactures and also
mechine toolsg, transportation equipment, electrical machinery, etc. In a ’
number of cases, the data are also reported for a more detailed classifioatioi.f,]
of’ sub-groups or even commodity groups. In the case of the United States
trade statistics, for example, the complete classification runs to ebout
5,000 categorles, the most detailed representing "commodities".

Even the finest break-down in any classification, i.e, gomquities,l
-does not represent articles so strictly specified as én item for which a

~ /price may be
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price may be quoted or contracted in a trade transaction. The article
purchased at a glven pricelis necessarily a particular grede of, say, wheat
or corn, stell ingote or bars or billets, each of given specification, or
) giren type cf machine made according to s more or less complicated list
of specificetionsii Commodities reported in trade statistics are, however,
even in the‘case that is most homogeneous in its comtent, &' combination of
various gredes and speoifications of the same kind of article, say wneet
or cotton. The classes of products separately reported among the primary
producte are, merecver, ‘generally more homogeneous than those reported for
manufactured products. Accordlngly, the changes over. & period of time.in
the average unit value may reflect chenges in prices of the partlcular
things in the group, or chenges in the composition of the group or commodlty,
or & combinetion of the two,

The poss1bi11ty that changes in composition affect the unit value index
depends ia the first place upon the hemeogeneity of the perticuler items
ccmprlsed in the group under consideration. Thus, for example,_steel,shepee

‘end‘formsq‘répcrted in value and tonnage, comprise products mede in somewhat
'differeht_grades'of the metal or products requiring different degrees of
fabrication, There is, therefore, a different order of value per.ton for
_different shapes and forms included in the total. If then, the composition
of forms in two years change so that one order of unit values increases in
‘proportion to the total and another decllnes, the unit value index would
_reflect thet change even 1if prlces remained constant; and if. prices changed,
the change in compositlon would offset or exaggerate the actual price change.
‘ v The unit valie indices for the aggregate and for the classes of goods
distiﬁéuisﬁed in this study have, in so far as feasible, been computed by
E weightihg individﬁal classes or commodities. The influence of changes in -
vcompositlon have thereby been reduced to & practical minimum, Ittis, however,
”.impoesible to eliminate the effect of chenges in composition which may heve
A_occurred w1thin the groups or commodity classes that are the lowest common
denomlnator of the given cla351ficetion of evailable trede statisties. It

is therefore necessary, “in interpreting these data, to consider the

‘»‘fbghumogeneity of the commodity groups as defined, and.also to make .
- !;reeervetions with respect to the slgnificance to be accorded the changes

:in unlt velue that are statietically indicated. .
' ' ' Accuracy of Unit Values
o Unit values derived from the official. stetistics are. generally. besed
_on price declerations fiads to customs ‘officers at ‘the: time of export or

'-a&;;,import It should be resllzed that at the time of export or import the

/prices which
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prices which the goods are golng to fetch at the time of actuasl sale are
not always known, and the price declarations which serve as a basis for
foreign trade statistice often are the market valuation obtaining at the
dates of entry of imports or exlt of exports in the countries of'origin
rather than the prices actually obtained. Moreover, in the case of imports
(and less frequently also for exporta), there is an inducement for importers
or exporters to understate values wherever an ad valorem teriff is paysble
on imports or exports. The degree to which declsred value corresponds to
actual prices in such cases will depend on the efficlency end vigilance of
the customs service. Where no tariff, or a specificﬁtariff, exists, there
is no incentive to check value declarstiong; hence the valuss decléred may
be rough estimates or even arbitrary guesses. Where foreign exchange
control exists, exporters may underatate the prices obtained, in order to
avold the surrender of foreign exchange earned.

The prices of goods which ere exported or imported without the
knowledge of customs officials are of course entirely omitted from any .
avallable figures. Moreover, in many countries the prices of goods imported
and exported on govermment account are also omitted from the forelgn trade
statistics.

Where export and import controls and licensing exist, further sources
of error are found. Where the license for exports or imports ig conditional
upon a price criterion (which may be either a minimun or & maximum price
criterion) the price declared may deviate from the real price obtained or.
paid in order to fit the transaction into the existing regulations. Where
some articles are controlled or limited, an article within the controlled
system may be listed as one outside the system; to illustrate, cast-iron
soll pipe may be shipped as concrete pipe. Where such fraudulent listings
escape the vigilance of the customs officials, the unit values present a
misleading picture.

In view of all these and other statistical pitfalls in assessing and
interpreting price changes in forelgn trade, it will be understood that
the results of any investipation must be accepted with & considerable
~margin of error, None but marked or closely investigated changes in pricex
relations can be taken as firmly astablished.

Welghting of Indices

A calculation of exports and lmport prices, whether globally for all
exports or all imports or sectionally for glven classes of exports and
imports (such as capital goods or primary articles), requires the

combination of price ratlos for individuel commodities - "price relatives” =
/into
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into index numbers, by a process of averaging., This process of everaging,
in turn, requires the essivnment of weights to the individual commodities
vhich enter into the group or globel indices, evidently, the individual
commodities cannot be treated as being of equal 1mportance. In assigning
such veights to individual commodities, the difficulty arises that the
reletive importance of different commodities in exports and 1mports is not
constant over periods of time and mey “be subject to Violent veriations.

" In other words, different results will be ohtalned - sometimes Violently
dlfferent results - according to whether we revalue pre—wsr trade - such
‘es 1937 or 1938 trade - at POSt'Wur prices and rest our celculations on.
‘indices obtained in th1° mannei, or wbether we revalue post war trade -.such
" as 1946, IGHT or 1948 trade - ab pre-var prices.

It should be c’easly~und°rs,ood that there can be no s1ngle “true
index number of exgort o imyort prices. The impossibllity of finding and
presenting a 51nglv "grue' index number and therefore a single "true" figure
for changing ‘terms of trade is not due to any def701ency in the statistlcel
date used or the St&+iSulcal technlque employed It is a logical
Aimpossibility.l/ ' . .

The qpestion "Whet are the 'true' changes in terns of trade?” is
essentially unenswerable in that form. All thet can be attempted 1s to
find the answers to two other queations which are closely releted to ‘that
qusstion, although they are not 1dent1cal Wlth it. These twouquestions
are the following' | ""J“ .

(a) It ‘the under-develoned countries had continued o export and

: import goods in their pre-wer composition, how did the subsequent

"changes in price relations effect their terms of trede? Would the

"under-develqped countries heve been better off or worse off than they
ectuelly were if their pre-wer trade hed been conducted et post—war

‘prices? Did the balance of price changes which has since occurred

leeve the undex ~developed country concerned better off or wo"se off

as & net result? | e

(b) With the composition of trade of under—developed countries as

it actually is now, at the current post-war date of the anslysis,

the question may be asked: How hes the under- developed country been

affected by price changes during the preceding ten or more years,

l/ The only cese where .we can calculate a single- "true” fnilex number would
be a case in vhich either the relative welghts of .the various commoddties
combined in our index remained exsctly unchanged or eise in which the
prices of the individual articles included dn the index changed in the

- sewe direction and in ehactly the same degree,. It is hardly necessary

. to say that this case is so improbable ‘as”to border on the impossible.

‘ and it certainly has not occurred in eny of the énalyses underteken
for “the purpose of the present study. :

o /beginning with
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"beginning with the pre-war basgse date? Would it he better off or
wvorse off than 1t actually is now 1if itse post-waf trade had been
conducted at pre-war prices throughout?

The first of these two queStioné 1s answered by indlces calculated
on pre~war weighting, (also known as a "Laspeyres" index) the second by
indices based on post-war weighting (also known as e "Paasche' index).
Both questions which these different indices answer, are meaningful énd
both are of equal significance.. Hence, wherever possible, indices should
be based on both of the alternative weighting systems.

A Where the results obtained by the two welghting systems - i.e. the
answers to the two distinct questions distingulehed above - coincide or
roughly coincide, this means that the changes in composition of exports
and imports, during the period over which the change in prices is
measured, are not systematlcally related to the changes in prices themselves.
Where the post-war weighted index is higher than the pre-var weighted index,
this shows that the balance of trade has shifted towards commodities which
have increased in pfice nere than the gverags. The opposite applies where
the post-war weighted index shows a lower figure than the pre-war weighted
index. Hence it is desirable to calculate both indices, not only because
‘they are both significent answers to meaningful questions, but also because-
the relationship of the two indices convey information about the
inter-connexion between price changes and the chifte in the composition of
~exports and imports of under-developed countries; in short the two indices
become a useful lnstrument of analysis.

The two indices may be combined by the use of the "ideal formula'
which is the geometrilc mesan of the two Indices., This method is often
used by the United States Department of Commerce. It hes the advantage of
resulting in a single figure for presentation, but the digadvantage of
resulting in a figure which 1s not based on any cleer-cut historical
composition of trade.

. The two price indices obtained on pre~-way end post~war welghting

are not the only ones which can be computed. It would be posgsible, for
instance, to draw up & schedule ("targets") of exports and imports of )
under-developed countries as they should be in the light of their developman£; f
programmes and prospects and calculate the effect of international price o
changes on the terms of trade of under-developed countries for this (or eny ,'“' 
other) hypothetical compdsition. This, however, ie too speculative for the
purposes of the present study which has throughout been confined to price

indices for the actuval pre-war and the actual post-war composition of the
[trade of
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trade of undervdeveloped countries. The special'emphasis leid in this study
on the prices of capital goods will, however, make it possible in some degree
to meke some mental adjustment to the results obtained, 80 as to allow for
the possibility that development is epeeded up and ‘the proportion of capital
goods among the imports of under-developed countries is increased ‘

While In the general case the two indices obtained on pre-war and
post-var weighting are of equal significance, this does not apply to each
particular case. Where the post-var. composition of exports or 1mports of
the under- developed country is highly abnormal perhaps as an aftermath of
wer destruction and dislocation, it is natural to attach more significance to
the: index obtained on the pre-war comp051tion of trade, Some indication
of the relative significance ettaching to, the two indices may be found in a
comparison .of the quantum (i.e. economic volume or value at constant prioes)
of exports and imports at the two dates. Where the quantum is much reduced
below normel there.ls a presumption that oompos1tion may, also be abnormal
since the abnormal reduction is not, likely to affect all commodities in the
same degree. For this reason, prlce indices of export and import prlces
should be evaluated in relation to the changes in the quantum of eXports "
and imports of the under-developed countries during the period of time for
which price chenges are measured. One of the difficulties here is thet in
meny cases information on changes in quantum ig itself derived irom price
changes -(1.e. by adjusting changes in the value of exports ox imports for
changes in price); hence where the two prioe 1ndices obtained by the
altérnative weighting systems differ, we cannot be qulte certain of the
precise degree of change in the quantum of trade either, and in jsome cases
even the direction: of the. change in the quantum may be in doubt.“

' Intra-Company Dealings B

Speclal problems of valuation arise where the 1mports of certain
claspes of goods, such as capltal goods, take place on behalf of foreign
companies operating . in under- developed countries. Such transactions are
of considerable lmportence in the case of e number of under developed countries
Prices in- intra-company dealings are not- genuine market prices; consigner and

'”1~receiver ‘have no opposing economic interests. The only effect of the charges

'fg‘made to: subsidiaries operating abroad for equipment and other items ~shipped

'I.to them 1s of gn accounting nature; profits are shifted between ‘the home

‘1‘company end 1ts subsidiary abroad. Under-valuation shifts profits to the
ilsubsidiary, over-valuation the other vey. . Where the balance of advantage
Jies depends on such matters as relative rates of profit taxation, transfer
. regulations for profits in under—developed countries, etc. Some reference

| © /is made to
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is made to such Intra-company transactions in part IV, above in connexion
with price changes of United States sapital goods exported to a number of
under-developed countries. There is necessarily a somewhat arbitrary

element in valuation of consignments in intra-company dealings.

Valuation of Commodities

The most recent international agreement on the subject'of international
trade statistics is that conteined in the International Convention signed
in Geneve in 1928. That convention contained certain provisions concerning.

the system of valuation. The relevant paragrephs are as follows:

"(IT)

"(ITI)

There shall be maintained or established the system of
valuations known as "Declared values", that is to say,

values declared by importers‘and exporters (or thelr duly
roecognized agents) in respect of each individual transaction.
Further, with a view to obtaining accuracy in statistics of
external trade, such values shall be subjected to verification
and systematic checking, ‘ -
(a) For this purpose values at the frontier {land or sea
frontier as the case may be) shall be employed; that is to
say, in the case of imports, the value at the place of despatch
plus the cost of transport and insurance from the place to the
frontier cf the country of import, and, in the case of exports,
the value free on board or free on rail or road vehicle at the
frontier of the country of export.

In the case of imports, import duties, internsl taxss and
similar charges imposed in the country of import shall be
excluded from the velues. In the case of exports, export
duties, internal taxes and similar charges imposed in the
country of export shéll be included in so far as they in

fact remain charged on %he goods exported.,

(b) When in any country ad valorem duties are imposed

on Imports or exports, the values ascertained in conformity
with the methods prescribed in the fiscal legislation of such
country for the agssessment of these duties may be used for

the purposes.of the statistics above, Similarly, in any

such country, the values ascertained by the application of

the éame methods may be employed in_respect of goods exempt
from duty or subject to specific duties. When this course

is followed In any country, its statistics must show clearly
the method of valuation adopted and should give at least an
annual, and ir possible a detailed, estimate.Of,the'values on

the basis of the method of valuation described in paragreph (a)

above " . ‘
| - /APPENDIX C
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Commodities which have inoreased in price:

Most
{tndex more than 300)

Heavily
(Index 280 to 300)

More then aversge
(Index 200 to 250)

APFENDIX C

PRICE RATIOS

UNITED SPATES EXPORTS OF CAPITAL GOODS 1947
(1938 = 100)

Average
{Index 180 to 200)

Less than aversge
(1ndex 150 to 180}

Motor trucks, btuses

and chassis (secondw -

hand)

Sodium hydroxide
Glycerin
Merchant vessels
Lawm mowers
Butanol
CGoal tar piteh
Castor oil
Nickel silver
© Butyl acetate
Zine ore concen.
Panssnger cars

(Besond~hend)
Hydrochloric acid
Sodium carbonate
Charooal and cerbons

626
469
418
405
404
364
359
340
333
829
328

321
321
312
304

Ironoxide for

paints 294
Galvanized wire 283
Lithargs 281
Flectric fans 2685
Red lead 263
Textile

spegiality

compound s 281
Wire nails 258

Caloium chloride 256
Ammonium sulfate 256
Wheelbarrows 252

Copper wire 248
Alloy steel

sgheets, except

_stainless 244
Dextrine 242
Rarbed wire 242
Sorap brass and

bronze 234
Fleotrio

locomotives 234
Laundry soap 233
Rubber covered

wire . 225
Weatherproof

wire 225
Wire rods 224
Blasting caps 218
Nitro and asceto

celluloss 217
gorap copper 217
Mineral-sarth

pignents 218

Woven-wire
fencing 213
Iron or steel- .

wire 202

Wood morews 211

Table and house-
hold utensils,
flatware,etc. 209

Refined sopper
bars 208

Rock drills 203

Conorete nixers 202

peotin 201

Gonorete reinforce-

ment barg
Water and other

storage tanks
Battery chargers
Flectric motor-

driven devices
Mine hoists

200

199
199

199

199

Prepared fertilizer

mixtures

Adding machines

Copper pipes and
tubas

Hey and manure
forks

Benzol

Wethanol

Fleotrie
refrigerators

Plumbarst brass
goods

Solder

Bus chassis

Portable fype-
writers

Carbon black

Dry batteries exc.
flashlight

Putty and paste
wood fillexr

Iron and ateel
forgings,
no alloy

Viges

godium bicarbonate

Tenning specielty
canpounds

coal-tar

Brass pipes end
tubes

198
197

193
19
191
191
190
las
l8s
188

187
186

186
185
184
182
18l

181
181

181

Brass wire
Nicotine sulfate
Caloulating
machines
Powdered eoap
Ironpipe fittings
Iron end steel
plate, no alloy
Cast-iron sorewed
pipe fittings
Horsesghoes and
.calks
Tin and galv.
hollow ware
Windmill pumps
Steel bars,
no elloy
Acetone
Direct ourrent
generators
Wind=-driven
génerators
Pig=iron
Iron sheets, black
godium silicate
Iron sheets, galve
Typewriters
Hayrakes
Ore concentrates
Steel sheets,
galv.
Detachable motors
Wagons and drays
Leather stains
Gear-outting
machines
Iron bars

" Plows

Stes] aheets,
no elloy
Food~grinding
machines
Brass and bronze
plates and
sheets
Alloy stesl exol.
steainless
Steel ocastings,
no alloy:
steel ocastings,
alloy
Nitrogenous
phosphatic
fortilizers’
Babbit metal
Sodium phosphate
Shoe polishes
Alumniun tadle
and kitohen -
utensils
Derrioks
Zine oxide
Safety fuses

180
180

179
179

78

178
177
176

176
176

174
174
175
172
171
171
171
170
169

169
168.

167
166
166 .
166

156
165
162
162

161

160
160
159
159

159
159
158
158

157 -
156
156 :
156

Ready-mixed paints 155
Titanium dioxide and

pligments
Carbon bisulfide
Furniture polish,

flcor wax
gprocket chains
Mowers
“gopper sulfate
Radio receiving

gsets

158
155

185

183

153 .
183 ¢

150

Little
(Index 120 to 1850)

Soouring sosp 148
Hammers and
hatohets 149
Tocomotives 149
- Lithopone 148
Metal beds and
springs 147
Metal polishes 146
Quickailver, .
mersury 146
Road rollers 145
Pyroxylin and
£ilm screp 1148
Aluminum sulfate 145
Axen 14
Safety razors 143

Grain harvestors 142

Boiler plate 141

caleium carbide 140

Telephone
instruments 139

Measuring meters 139

Bolte, screws,

nuts, ete. 139
skelp, iron or

steel 139
crecsote 139
other marine

engines 138
white mineral

oil : 138
other soap . 1%8
Other chemical

pigments 137
Nitro end aceto

e¢ellulose

solutions 137
Distribution

transformers 137
Febricated iron

and steel

plates 136
. Flashlight

betteries 135
Motoreycles 136
Other aluminum

compound s 134

Pyroxylin sheets,

rods 134
Radio tubes 134
Flaghlights 133
Tebulating

machines 133
Tinplate 133
Pneumatic

portable tools 132
Nitrogensous

fertilizer

materials 131
Extornal

grinding }

machines 121
Alloy steel

sheats,

stainless 131
Nickel<sehrome

wire 129
Steel bars 128
Tin cans 128
Coal outters, 128
Freight cara

(over 10 tons) 188
Threshers 123
gynthetio

chemical

agents 122
Borie aoid 122

" Bleyeles 122
Combines 121
Safety razor ) '

bladen 121

Increased least or dropped
(Index under 120)

Internel grinding machives
Iron and steel chaing
Pliers, ete.

Other rubber sompounding agen
Flood lights

Tubes, moldings eto.
Excavators

Dry=-cell batteries
Dynamite

Printing presses

Baking powder

Padlocks

Iron ore and concentrates
Alloy steel, stainless
Temeplate

Rousehold water systems
Feed cutters, grinders
Alloys, steel forgings
Tarbine pumps

Rubber compounding egents
Crude coml tar products
Aluminum foil epd leef
Pushoarts and hend trucks
Metal working compounds
Pyroxylin £{lm base
cellulons amcetate £ilm bage
Weter softeners

Rotary pumps

Other aloohols

orinding machines (surface)
Seamless black pipe
casoline engines

Other sodium compounds
Clesaning compounds
Portable air compressors
Hoists

Ammonia

centrifugal pumps

Ainges and bdbuits

Other emmonian compounds
Power transformers
Typesetting machines
Powder explosives
Seiasors
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118
119
118
ts 118

Flectricel recording instruments 37

Railwey motors :

pry end wet cell primary batteries 34

Tractor engines
Searchlights .






