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A, DOMESTIC FULL EMPLOYMENT I’(I[ICIE
The Full Ewployment Stenderd
Question 1 /

Severael months ago the Dutch Govermment presented a memorandum to the
Second Chamber of Parllament in which it expressed ite views on the matter of
employment policy. | :

As the memorendum points out, there has been hardly any shortage of
employment during the past five years, The small amount of unemployment that
there is - in 1950 only 2,6 per cent of the total wege-eexming population =
oconsists mainly of seasonal and frictional unemployment and to a small extent of
certain forms of structural unemployment which have made themselves felt in
particular aress,

The main objectives of the present Government's economic policy are:

(1) To establish equilibriun in the balance of payments,

(1) To maintain employment for the rapldly growing population,

Industrialization is considered to be one of the most effective meens of
reaching these alms, Some details as regerds the inmdustrialization policy of
the Netherlands have boen provided in the reply to the inguiry comcerming the
second half of 1949, Further details can be obtalned from the "Second
Memorendum on the Industrialization of the Nether “.!l/ Another means to
relleve the situation is emigration of Dutch workers. This means is gredually
becoming more importeant to the Dutch economy; in 1950 20,000 porsons, 8,000 of
them being part of the worklng population, emigrated,

- Apart from the danger of structurel unemployment &s a consequence of the
repldly growing population, there is a danger of structurel unemployment in
paxrticuler areas, The cause of this type of structural umemploymont is the
relatively ons-silded economlc structure of these areas, which limits the capacity
to absorb new labour supply. This problem can be solved only partly by migratins
and emigretion, In addition new industries should be attracted to these arees,
‘In order to achieve thls object development plans have been set up for the
areas involved,

m

1/ Tmis memorendum wes submitted with the reply but i not here reproduced.
' /Te development plans
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'Eae develomnt plaml prov!.da for the proi!!ﬂhivn of inm\stlri&l sites !m
t,he t«o"‘-ma and vi.uagas #hieh are destined to bscome  the iﬁo.uatrqal centres.
cf those ereas, Furthermewe they contain schemes for providing these indnstrm
ceatres with tmnspnrt facilities (roeds, etc,) and, wherever necessery,
conmxtona vith the publicsntility system, , R Co .

Apa.rt from hh‘ls, special attention 1is given by public authoritiea tn the
imorovement of the quallty of the labour force through the eﬁb&hliﬂbmnt Of
teohntca.l schoole 1n those municipelitiee which ave destined to becowse indnn’la'm .
centres, ‘The idea 18, of course, to emsure & yegular f£low of treined young . ‘
labourers for the new 1nﬂnatr‘l.ea.

© Finally it is the intenticn of the Jooal aaﬂwrities in tbeaa areas bo
114 trading estates (If neceseary with a subsidy from the State) ugtgg_m b
put at the disposal of industry 8t a reasommble rent, ; :

In the above-mentioned memorandum the Goverwment hae slso put fomrd 1&9
1deas wlhh regard to Mﬂw The Govermment is. d:ehamind
to do an 1.1-. can to mitisate a forthooming depresston by means of the necessary
1egialatton, e.g. by compenstting for & duorease in privete investment a.otiﬂ.tiu,‘
preventing a atagnatton of "tiée oirculation of momey and encoureging effecti‘u .
d.emnd Hmfemr, ’ S < i

(1.) 1t should be stated clearly that, since cyclical fluctuationa ave an' ¥

_ !.nberua.ti.oml phenomenon, it willibe impossible for a emall oountry ty B
11ke the Netherlends to halt a depression by means of measures of a
merely national character; this.is the more true for the Netherlends '
as it imports almost all the raw materials 1t uses in prodncttnp ann '
exports a large portion of its production; :

(11) although the Goverrment acknowledges in principle the usefulness of
money-creation during a depression ;ioriod, it fears at the samy times.
that the limits of such a pollcy are easily reached due to the
development of an increasing deficit in the balance of payments, whieh

\ - would soon become too high to Le maintained for long,
It 1s for these two reasons that the Govermment of the Netherlands gapnot commit
itself to the establishment of a fixed full-employment standard. : Is"‘

This point may be further elucidatod as follows, The purchasing power at -
the buyers of Dutch export products would fall if a recession occourred in the

-

L}

/wor1d at large, | *
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world et :nuga. Now 1f oqnpensamry ‘meBeures were taken the only eﬁ‘aet vould

be, of course, an incres i ‘home demend; forelgn demand would remein entirely

unaffected by auch masums. The difficulties for the export industries would

be increased by auoh action because 1t would prevent the home price-snd-cost

13’!51 from falling to the same extent as the world merket price-and-ccst level,
' Momover, the increa.se in home demanid would cause an increese in imports,

* which 1n all likelihood woild ndt be offset by an increase of equal size in

) axporta (soe above). Therefore it may be- sald that there 18 a real danger that
dm‘ing a depmaaion the equiltbrlum in the balance of payments, which had been
g esbﬂbliahed In the pest with great difficultles, would be seriously disturbed
and that & daflclt of considexeble size would develop if compensatory measures
" were taken, Ta.k:ing account of the very moderate size of Dutch monetary reserves,
' auoh a developnant would be bbvtousl,v hmossible for any responsible Government
to a.ocapt

. Fula mploymnb, eapectally in so far as it can be achieved by natiom;
_ and reglonal measures , la & oontiming objective of Dutch economic policy, .
[ 3 speatal organization has béen sat up to deal with the matter on a national
lqvel and to co-ordinate the act'lﬂttos of “local authorities in thie field,
Fu;-them'e the ‘Netharland.a , which is so dependent on what takes place on an -
international level, also included in the plan of action, which it presented to
bhe:Orgimlzatm for Furopean Economic Co-operation (OEEC) in June 1350, a few
lines on the subject of full employment, stressing the desirebility of
co-ordimting the economic policies of the B.uopean Governments, eapecially in
the fleld of budget policy. ’

Questions 2 to 5
" ‘These questions do not app].y for the Natherlands
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Table 6.i MajJor components of the gross national product
in 1949 and 1350, in current and in 1949 prices¥
{in thousend millions of guilders)

1949 1950 1950
Components of gross national product So——i Sopdian
._ 199 prices 1950 pricet
(1) - (2) (3) &)
. (1) Consumer expendituwe - : 1.5 11.3 12,3
(11) Privaete domestic 1nvestment b1 4,7 5.k
(111)" Government expenditure on -
ocods end services &/
%a) Public investment b/ 0.5 0.5 0.5
,Eb} Military expenditure b/ 0.8 0.9 1.0
c) Other govermment expendi ture ' ¢
on goods and services cf 1.k b 15
(iv) Exports of goods and services 53 Tal © 8,0
less importe of gcods end services 6,1 -8,0 «8.8
Total gross mational product (et market prices) | 18.0 18.5 19.6
Depreciation allowences on | |
l, Dprivate domestic investment 1.5 ¥ T35 1.7
2, public investment - 1 0.4 I 03 | 043
3+ military investment - 0.1l - -0 | 0.1
Total depreciation allowances : 2.0 L 1.9 4 "2.1 _
Total net national product at market prices 16,0 i 16,6 . 175
Iess Indirect taxes minus subsidles BT 2.1
Total net matioual product at factor costs 2 - - . 154

a/ Depreciation allowances are accounted for twice, once as part of curvent
expenditure and once as part of gross investments, This is the loglcal
consequence of the zreoss nationmal product concept, .

b/ Militery investments are included under (1i1) (b).

g/ ‘Exclusive of imterest on public debt, which 18 considered as & tremsfer _
payment, .

#  Provisional figures, /Table 6.£,'f shows

| Cemp ghk



'I'a.'bls 6.2 ahwh- m-de‘ﬁa&.o;mrlt of. oonamr expenditure singe 19#7 Tt
appéars from this table that frrm 1949 o 1950 the total yolume of private
consumption decreased by 1/2 per cont, which implies a fall in private
consunption por capitﬁ by 2 per cent, as the population increased by 191/2
por cent, This deﬂreasing trend in 29_' _ag_ij_;_ consumption vas interrupted in
Septeubor 'E950, when, owing to the fear of e further rise 1n prices, a 12 per

_‘oont mmasa over the September 1949 level was registered. This development,

o howovor, ‘was followed by a Hedvy fall in per capite consumption during the

,':ﬁomwing months, as the ta.‘b.l.e shows. Thene mnthly va.riatinns in consumption

The '_a.m minl:r dus to peychological factors.

Tablo 6 2 Total’ consumr expem:lture (monthly averagas)

i . J! mmy o ?olume o
Poriod . - value Price Volume - per capita
(1) (2) (3) . (&) (5)
1047 + 100 100" 100 100
1048 112 10k ‘ 108 : 106
1949 115 | 109 . 105 101
lgEO : ; & 124 o i ;. 104 . 99
1949 lst quarter 105 | -108 ©97 9
' 2nd Qquarter <113 "~ 110. 102 . 99
quarter = |7 118 - <o 109 - 1 - 109 S 105
th guartor | 123 1 1m m | - 7
195N 1st quartor - 110 116 s | o1
"~ 2nd quartor 121 118 102 98
3rd quarter . 136 119 115 ' 109
Lth _quarter i 127 122 .10k . 08
19#9 Octnber - . 118 108 h : 109 . , I : 105 ;
Novombor ' <" 123 = vnde 2. e 110 . 106
1851 octobexr - ¢ - | 122' - L AT 100 . "3 R 95
'’ November - 12 2 . | 1w .| 96

e Mdovolopmnt of.. Bma ma jor componants of private conaumption is
1nd;!.ca.tod. 1n table 6 .3 balaw.

/Tab:é 6.3
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, 19!43 1556 1950 Volums per
Cottpo '. ) | mga 'cﬁn
nents ;
1049 prices 1950 prices T@%‘ﬂ |
€3] . N ) I )] L) Gl
1. Food, beverages end tobasco k.6 k.5 5.0 '_96 6
2. Durable goods 3.3 3.3 3.6 98.6
3, Qther goods und services 3.6 3.5 3.7 | '9§.7 .
Totel comeumer expenditure  |11.3 | 11.3 12,3 916

a/ These ere provisional figures u:d aTe exclusive of consumption of
govornment services (e.g. odma,i;ien) and consumption abroad.

Tho comperatively high level of lhlnblo m and consumption Ilaq be
2scribod to hoarding of sych commodities, m.ly of textile products.
The changes in per gapita conswmtios re sainly due to chanees 1n
consumers? disposable money-incomes and to changes in prices. .
Nominel yagos were raised 5 per cent by 1 January 195C and egain another .
5 par cont by 1 September 1950. Gonaeqmntly wages weye on the average about b
. € per cent highor in 1950 than in 1949, a.ml social-imura.nco peyments vere,
broadly eposking, adjusted accordingly. |
Income of non-wage earners may on the whole be talmn to have increased by
roughly the same percentage. Consequently the wcome distribution betweon
tho groups comrcerned remained practically unimpaired. '
Prices also increased from 1949 to 1950. The cost-of-iving 1nda1 rose
by some 8-1/2 per cent . This average increase in the prices of consumer gooaa b
'may be chiefly attributed to the higher import prices and higher wages, "
The development of some major categories of privato domestic 1 M
is indicated in table 6,4.



' Tabis 6.4 - mw«e& aoestty mmmé@)m 19h9- a3 /1950
g _

o ; (millona of: gul
T e T 1950
:” ; ‘ . o in 1949 prices - in 1950 prices
Ne B R ¢ (3)° b ()
-Mnnufacturing 1ndustry : . -1200,. ¢} 1350 . 1460 .
-Aariculture D oo U360 0 f T U3kS 370
Dvellings o - &ho 640 670
.Other services L 1000 960 ' 1060
‘Potal (fixed capital) .} . 3200 3295 3560,
Miscellaneous (inventories inoluded) | 800 | 125 | 1600
Total - o - booO - | Ir(eo_._. T

, From this teblesit appears that the changee which took place in the total
m-valtm of private domestic investment is la.rgaly due to (1) tho increase
in tha prices of investment goods and (2) the speeding up of the restockins
maoea. The latter process atarta:l imdiately after the var but was eeriausl,y
hmperoﬁ in the bogixming mring to ths ecarcity gtill provailing at that time.
Fm 1948 onwerd a steady increase took place, which in 1950 wae mi'lmmad
-:l“a.\roumbly by tho liberalization of trado. The atrong increase in pricea after
the war fn XKoroa startod did give a further 1mpetus to ‘stock-piling. It should
b cbserved that a considerabls part of the incremse in stocks consists of the
inoxease of work in progress which accompanies the imxéaao in p&bduction. The
imraasa in the volums of investments in fixed capital ie almost ent.mly due
to the 1ncraa-so in industrial investments. This develo};mant is in 11n9 with
the Govermmentts industrialization policy as set out in the first and‘ second
memoranda on the industrielization of the Netherlands. The goel of this
policy ter (1) to 'bridga the gap in the balance of yaywnta by strengthening
'ﬁw competitive position of Dutch industry in the world market (capitals
deepening), and (2) to provide gainful employment for the rapidly increasing
professional population (net increase 36,000 persons per annum).

As regards building and construction it should be mentioned that the
-.mmber of houses completed still shows an increase, as may be seen from the
feMmg figures:

[Completed



Completed in 19k7: 93“& A“HM S [ : n
Completed in 1948: 36,000 dwellisgs o p ; _ e
Completed in 1949: 43,000 dvellings = . . . o
Completod 1n 1950 47,000 dwellings.
The present housing shortage is estimated to amount to 250,000 dwellings,
1.6, 12 per cent of the available housing-stock. This shartege fordes 25 per
cont of all Dytch families to.ghare their houses with other families and =
impairs the mobility of lsbour,. Tt is the intention ¢f the Govermment to stiive
for a stable level of const-ruétion agtivity in order to safeguard the interest
of the employees in the bullding 'bra,d.o, . .
Government expenditure on goods and services remained practically oy
unaltered, The changes in the monsy—va,lua of this item ere almost entiﬂl;r-dﬁ.
to higher prices. :
, Exports uf’ goods 1mmaaa4 by leaps and bounds fm 1949 to 1950,
Meanwhile t.h& average export price did not ohu.nga‘ mtwithata.ndi.ng the dﬂalm
of the Dutch guilder in September 1949 and the gomral increases of mld ﬂl‘h‘t
prices in the second half of 1950. This Maao in the volume af axpartra by
some 35 per cent 1s all the more remarimble in view of the faot that axporhs in
1949 were favourably influenced by the drought in neighbouring oount:riea a.nﬂ. _
. the one-sided liberalization of trade by Germany ia August 1949. The favonm:h
effect of these two factors on the 19!&9 money-value of exports is autinnted to
" have been roughly 200 million guildars. The increese in 1950 may pertly be. .
attributed to the liberalization of trade (especdally trade with Germany ann &
Belgium). iE
... Nevertheless, the Netherlands® balance of payments deteriorated im 1950
oving to the sherp incroase in imports of goods, after the steady improvement
experienced in previous years. This may be atiributed partly to a8 -rise in the .
import price level expressed in home currency and paftly to an increase in .the
volume nf imports. Tho underlying factors of this development and theix
respoctivo- effects on the money-value of imports mey be summarized as follows:
1. The devaluation of the guilder in September 1949 - approximately
350 millfon guilderq s

1/ A low number becauae prior:lty haa 'been eiven to mpam'bla war dmao to FD
dwollings. _ S
/2. ! ‘The Komm

._t-l‘__ ."



2., s Kokean war and raammﬁt in second pai't of 1950 - a.ppmximtaly

350 million guildara. ' :

3. The increase in Mﬁ&’aiﬁﬁ di:ring 1950 - approximtalx 800 million

suilders ‘

" %. ' The increase in atocka and aundry fa.ctors -~ approximtely 900

g,mill*cn guilders.

‘The favourable balance of mviaible haxports and exports increassd from
1,300 miliion gulldors in 1949 to 1,500 million guilders in 1950,

b. Production showed a furi:har increase in 1950 as can be sean fmm
‘tablo 6.5,

Table 6.5 Indices of production 1948 to 1950

Branches of production - 1008 .| 2w 2990 { 1990
I w1 1938 « 100 |1949 « 100
3 T T ) T ) I A ¢ I R ) B
Mamufacturing industry e/ . 113 126 139 M0, .
Agriculture, fishery 9% | 18 125 106
‘Bexvicos ' 1z | 15 120 | 104
‘Total enterprises 110 121 129 | 107

&/ Excluding building trade and handicraft.

The increase in industrial production has baan even greater than could
hava been expected in view of the fact that the recovery process  is gradually
eoming to an end. The obvioua expla.mtion for this demlomn‘b is the change
in the 1ntazmticmal political situation after the outbream of hoatilities in
Korea, vhich oausad d.smand to increase and “therewith pmvidad an extra
stimlation to :n:‘odunt»im. ‘According to the latest 1nf:, rration industriel
production reached & level of 152 (1928 » 100) in the fn... Jh quarter of 1950 as

comparsd with 137 the yeer hefore. '

Agriocultural rroduction likewise increasad, though 2% %« the same extent.
Crop products falled to reach the 1940 level, which is nct surprising in view
of the extremely favourable weather conditions which prevailed in 19%9.
Livestock production (meat, milk, stc.), however, continued to increase
‘throughout 1950.

/The production

-
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The production of services is closely related to the industrial and

agricultural production as well as to the volume of consumption, and developed
accordingly. :

The development of ,Qroductivity in recent yeare is shovn in table 6. 6

Tabla. 6.6 Indice'is of pmduq'l;vivity 1911-8 to 1950

Branches of production 148 1049 1950 . 1950 :
- 1938 = 100 1949 = 100
(1) (2) (3) (W) - (5)
Manufecturing industry &/ & 87 | 93 107 *
Agriculture, fishery 105 | 130 137 105
Services ' ! 100 102 104 102
. Total enterprises - , ol ) 101 F 106 105 1/2 N

va

a/ Excluding building trade end handicraft.

Industrial productivity, which was still on a rather low level in 1948 as .
‘a consequence of the Second World War, has increesed satisfactorily in the post-
war years. Before the war the average annual increasé used to be 2.5 per cent
for the manufacturing industry and 1 per cent for industry as a whole ’I‘he- '
rapid increase.in the post-war period mey be attributed to the repair of war
demege and the fact that advantage was taken of the technical development of
the war years. It should also be mentioned in this comnexion that the trade
unions have pmmised their support in t.he productivity drive. D

.The remarkable rise in agricrltural _prqd.uctivity is mainly due to the.
increase in livestock and the re"aulﬁingﬂlax:gef production of milk and- ogas
This increase in livestock has been supported by the increase in the root crops.
Furthermore mechanization and weether conditions influenced agricultural -
production favourably. ' '

The employment situation has been very aatisfe.ctory 1n&aed, as table 6 7
shows, -

¥

Jteble 6.7
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‘fable 6.7 Manpower buddet for 1948, 1949 and 1956

TN : e L 4 ) (14 thouﬂandB) e t 5 LA
I e R ™ I Rt
(1) (2) - (3) (k)
1. !;gricultu:re e/ N | 6i5 T Bhs - 645
2.  Mining - ST - B U R
" 3. - Memwfecturing industry - |- 1097 k2 - - f . 17
.4, ' Building and construction 1. - 256 __eey 1 . .270
5. Public utilities " . 32 33 3l+
76, Commerce, bank, Insurance o I se0 7 C 608 e _"_695
| 7.: Transport ' o _ 285 285 Lo 28
8. Othor services b/ ;o 714 709 - .Tw
9+~ Registered unemployed - - - B RN TR - R (RSO -
‘ Total in civil employment: 1. 3717 e 3&35 ’ _ - 3880

&/ - The recommendations of the Sixth International Conference of Labour
Statisticians prosented in their report "Employment, Unemployment and
-+ Labour Force Statistics" have been adhered to; thils implies that family
membeys working more than fifteen hours a week in the family business
have been counted as full labourers. This point is of particular
- " importance in the case of agriculture.

y‘ Includes: religlon, professions, domestic servicee, civil service
(including education), hotels, restaurants, etc.

\

‘I‘I:Le charactaristic feature of. the hbour markat in the Netherlanda is that
the professional popuhtion increasos by more than 1 per, cent por snmum. In
19ll8 end 1949 approximately O. 2 per cent of the profesaioml population emigrated
For the romsinder of the increase additional employmnt has to be found In
. 1950 the dom‘bilization of the armed fomg 111 Inrlonasia provided an extra
pro‘blem. It is on accourrb of the latter factor that the gmount, of ummplo,ment
increased slightly in 1950. B

~ The high absorption capacity, especially of the mmxfacturing 1nduat:7,
may be attributed to a certain amount of under-emplo;ymnt of the prodmtive
_apparatus in 1948 and the high level of investment in the industry in the pos'!',-
war years.

/Table .6.8_



L aong 1 agug 1950,
number i number| . numbex{
, - x 1000| 4 &/ | x 1000 J:%E/ x 1000 4 2

(1) (2) |(3) (4) 355) 1 (6)
let quarter 59 | 2.0 79 |2.6 | 102 3.3
2nd quarter 38 1.3 59 1.9 | & je. .
3rd quarter 29 | 1.0 ko 16. |- 6_1 2.0'",
Lth quarter by 1.4 63 24 - ok
average &3 1.4 63 ,:2.1 80 2.6 -

a/ The percentages refer to the dependent professional population.

It can be seen from table 6.8 that, m 1950, the total mumber of unw
still remained below the level which for the Metdslands can be .considered 85
& minimum for frictional and seesonal mm namely slightly over 3 per . .
cent, which amounts to slightly more than }08,08) wmemployed with the present .
size of the labour force. The increase in unemployment is therefore to be
considered as a return to more normal conditions in.the labour xqa.r}mt &nﬂ, mt as
The international political situation
reflects itself in the remarkably low unemployment figures for tihe aecond pa.rt.

an unfavourable turn of the trade cycle.

of- 1950.

6. With respect to dnflation & strong dietinction shiould fbe ma&e gp [
the internal and external factore causing the upward movement of p;-:!.ces,_

Jmable 65"
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o m&:;a 6 .

- : ; Cost of Money | Regl Tmport

‘ Period Cew living wages wages prices

e 19492100 19492100 | 19494100 | 194ga10
Tw‘tg,;lat quarter - 99 100 100 | 101
~{ ' 2nd quartor : 100 100 | 100 100
3rd quarter { 100 100 . 100 96
* bth quarter | 101 100 99 . 103
1980 1st quarter . | 106 105 9% 106
.. ondquarter < - . ..l 108 } 105 97 111
‘ " 3rd quarter . . . S 109 107 . 08 111
' Mth quarter S 113 110 98 119

) . Inflationary pressure as a congsquence of internal causes will exist as soon
' a8 home production is surpaseod. by bowe demend. In the opposite case deflationary
"“‘r;'hmmias will-set in.
"' In the Notherlands during ls’as'! and 1950 the rate of increase of real
e 'Wﬂoti.on surpaseed the rate of incresse of real national expenditure, as gilven
.; dy-consumption and investment of capital goods. This development mey be regarded
" asttho consequence of the ﬂmmial policy followed during those years ‘ny the
fimanciel authorities. On the one hand the wage level did lag somewhat behind
-~ tho cost-of-living index, while on the other hand the Govermment virtuvally

' refrainsd from the creation of money. - .
' The deflationary tendencies arising from this situation have been
counteracted, however, to a certain degree by stock-piling for speculative
_ 'purposes, induced by the intermational political situation.

~ But this tendency was meinly restricted to the business sector, as the
11&1\16. reserves s8till available were not in the hands of private households.

: It therefore seems questinnable whether the dishoarding of liquid reserves for

-~ the purpose of stock-piling will be able to continue during this year.

. Finally 1t should be noted that during the period from December 1949 to-

o 'Mer 1950 total money in circulation decreased substantially, although at
thu same time the volume of output as given by the index of 1ndustr1a1

h Wm’cion showed an increase of approximately 1l per cent.




=

(in millions of su:lldara)

Table 6 10 nwazpmpnt of tho qmntit:r uf mms' 1h 1950

Month Currency Depoaits Total
Decembcr 1949 3,126 426 5852
Merch 1950 3,058 4,206 7,86
Jtine 1950 2,966 4,238 7,20k
Soptember 1950 2,871 4,276 7
Diccmber 1950 2,067 4,11k 7,081 .

~ The effectiveness of money, comparing both nationel income and total momey g
in circulation, for 1949 and 1950 ghows therefore a not negligible. 1mr9m-_uﬂ :
comperes favourably even with 1938.

Table 6,11

Average 'qu.antity National income at E.ffedtivam‘uf
of mondy moret wrices . . of g
(in thousand millions ((in thousand »aiJiane money .
‘of guilders) of guilders) _ “t _
B (1) (2) () + (1)
1949 ' 7.35 v 15.9 2.16
1950 7.19 17.6 . e,h;,

< With deflationary tendencies preveiling, end even being accentusted by the
deteridration in tho torms of trado, thd rise in the cost of living and money
wages can only be attributed to the éha.rp rise in import prices which "ocourred’
in tho poriod. Although monetary equilibrium defined as the oquilibrimn batwoon ;
home damand and homs supply in nominal.torms has.been mede increasingly dirﬂcult '
by the suddon rise in the lovol of 1mport pricoa, i1t should be noted that the
mhptation of the Dutch ocomw will be fa.cilitated by the fa.et that the prlm
of exports tend to rollov a.fter aom fim t.he _price level of importe. .'m the 9
case of the Nethariande ’ where the propor‘E:lon ‘of imports to the mtioml m g

| bk



F ' ) . " feae . e ".:1.';'"?-"- ' L > - ) ‘, "
1s extremély unfavourably, -a-sudiden.increase in the externmal price level will
thﬁrafore burdon undul.y 'l‘.hs mtioml sccmmy exactly in tha.t par:lud. during uhich
K thq. ra.'be oi’ inerease - ";a.s been the graatost.

m objaotivéa for 1951

Q_tpations 7.7 8

As a consequence of the chdange in the mtemtional political aituation,
rosulting on the one hand in the necessity of a substantial increase in military
oxpenditure and on ths other hand in a severe detefioration of ‘the terms of trade,
;.th‘e- objectives of the Netherlands® economic policy have been reformlated so as
%o meot the difficulties arisidg from the situation just mentioned.

The official statement as 'bo the main goals of" tha Govemmant'l ecommic
policy, as formulated by the Prime Minister on 17 March of this year, oleaz'l;r
discerns three different objectives:

1. Although as shown already in reply to question 6¢ the Govermment's

budget for 1949 and 1950 has been practically in equilibrium, the

#dditional expensés for defence as necessary in the fiscal year 1951 will

‘emdanger this oquilibrivm severely. New measures in the field of public

finance are therefore inevitable to reatom equilibrimn. Tax propoeala

amounting to sbout 250 million guilders have a.lready been submitted to
- Parliament. : '
‘2. Tho reduction of the deficit of the balance df peyments will requifel
in 1951 measures of a more incisive character then hitherto contemplated
.3. Besides this, however, the Dutch Covermment, swvare of the necessity
of industrializetion in order to meet the requirements of & high rate of
‘increaso of the working populeation, emphasizes that such measures as
might prove to be necosesary for the reacons stated under 1 and 2 above,
' "ghould impair ee 1ittle as poaai‘bla the future possibilities for full

-employmant v =

; Econfmicgglicios g 1950 a.ncl ;951
Q}nasiom 5 9 - 16 -

- In order to meet the. requiramma of the objectives mentioned. above a great
: mar of ooncrete measures oither have ‘besn already enacted or are still under

Sepaidoration. /The measures
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The measwres enacted srith.the main obJedtive of restoring Lqﬁﬂfo“rnﬁm ‘
the Govermmeni*s budget-are:praponderantly of a fiscel nature.' | Noteworthy are _'
an increase in diraot taxes on business profits and Increases in some ‘of the
indirect texes, It 1a expected thet a curtallment of the consumption of luxury
goods will resu. a.a a consequence of the measure last mentioned. Apart from
this the reminixg subsidies have been diminished. In this Year'!s budget
spacial provisiom have besen introduced in order to reduce the Goverrmentts
expenditures in other fields. Especially to be noted 1s the curtailment of -not |
diroctly productive investments of Government and local authorities, in order
to safeguard the possibilities for productive imvestmente of private enterprise -
at tho samo time.

Measures contemplated with the main objootive of reducing the deficit ef
the balance of payments tend on the one hand to stimmlate productivity. |
Co-operation of the employers! organizations as well as trade unions has been
socurod to this enk. On the other hand the wage policy had to be changed so
as to offectuate a reduction of real wages 5 per cent below the level of
September 1949, In order to prevent exaggerated price movements, specific
moasuros as to the control of trade margins have been enacted.

As to the purely monetary sector, -it should be noted that the interest rate
of the Central Bank has been raised from 2-1/2 per cent to 4 per cent in the :
portod from 26 September 1950 to 17 April 1951. Apart from this, certain specific
rules havo been enacted by the Central Bank concerning the credit policy of the "
rrivate banks. . _

In order to curtail stock-piling for speculative purposes, advance payments -
of imports have not been allowed since 18 May of this year; at the same time it
has been decidad that 25 per cent of the value of foreign currency bought at .
forwerd exchange will have to be pald in advance.

Although the different measures cited above mmet lead mevi‘ta'bly to a
contraction of activity it is possible that the increase in expenditure for
national defence will counteract this effect to some degree. Besides it should
be borne in mind that measurcs such as those enacted to date, i.e. of an
indirect rather than direct character, tend to effectuate results only after
some time. It is expected therefore that any rate for the year to come, i.e.
until spring 1952, unemployment will increase very gredually if at all,

/Nevertheless: ..
'\ 3 ¥
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lhmrthohae, sime the present circumstances apparently are not fumbh
or, the, realization, of. the required. dearyp: of Anfistrivelswaten; it ‘*Ne{:herlmﬂa

" 1950 emoynted. $0,20,000 pergons,; ofwhoma,wow&nmafwwhma@ e

. ‘eorrespanding estimated figures, for 1951 are-30,000 and 12,000 resppotively.
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B, mm OF PAYMINTS AND RELATED m.mms -!
guesticm 11 :
Estimted Bslance of Payments of the Netherlands in 19‘59
Credit (plus), or debit (minus) balances:on acsount b‘f
1tems set out below, in millione of United States dol
' Conversion rate.used.for. domestic currency:. .,,.,2531
® . U.S..dollars. per. guilder
. of mzioh ia mﬁm ‘I‘lﬁ ;
Item. - Total [United |United Rest of |Conti- Latin Rest of " *
£ e States |Kingdom| Sterling | nental |American the :
| and _area, CEEC a/|Republics|. world
P& = wak o ; v :
O e [ G3) | ™ | By ®) . I (1) ..
1. Merchandiso tade. | B e e , - ol
Exports valupd £.0.b.| . e D e _ y ) Ui
frontier - . +1386) +.65. | +250 42 737 | + 60 | 232
mpom MM flO'b |
frontiex .q‘ij"export- .58 R ) : w
ing count¥y -1808| -215 | -228 - -812 | -117 -gsi =
Balance - 4921 «150 ¥y 20 ~31 -5 - 57 -
2, Transportation + TTI ¢ 1 - 2 +5 + 33 4 3 | . +3T -
3. Foreign travel - Tl+ 4% |+ 2 | .0 Rt 2. S PSR o S B SR &
L, Govormment trensac- (. o : S |
tions not 1ncluded £ ' g=: & CIE T ' »
olsewhere .- =138 - T 0| -1 “a 3 - 1 - 26
5. Invostment inceme + 43| ¢ 7 +22 | *+2 - 12 + 1 ¢ 23
6. Othor services ¢ 120] + "} * 5T il =1 ] 4 1 1s 69
Total, items 1 - 6 = 227] =138 | <101 <25 =8| - 53 - 27
7. Donationss . v,
{a; m'vate ‘- - e g o ' -.' "
b) Official- + 377 +257 | 1 ‘4125 - 5
8. Gold movements
a) Non-monetery
Eb) Monetary -1k} -8 |, .. E - 34
9. Capital tramsactions:| o ¥ LR e LY
(ag Private I ERR -3 IR A - (! T4 5 1.¢25
(b) Of officiel and i o o o
banking inatitu- | i . .
tionﬂ e, " feerme o M B W e wyom P e 2 ¢
(1) Contrectval |- 69| =38 | - 6 - 27 ¢ 2
repaymynts
(11) Other long- P £ LR % e
term trans- ~t
. actions s 33 ¢ b | ¢ 2 + 43 -1 i
(111) Short-term |+ 24| - 35 + 18 + 66 = % o
. A1l 4tems, 1 - 9 v 66| - 15 | +113 28 y88 [ -8 | - L
. - - + — m oatith
Organization for European Economic Co~cperation. f B
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o Additional information on bu.mce of -pu;ymta .

o:E‘ the Nethermnds in 1950

Itom 1. Merchandise trade -
Expoxrts vaived f.0.b. f‘::'cmt:ter,r as ;t‘ecOrdzd
t T in ‘customs statistics, amounte& 4n 1950

to..."“...i.il ..l....'.. .QIl'.“I‘-.II....lonI_!l...

Pl'llﬁ mel"post and di&mndﬂ.-.. ‘!.1o..aoog.nt-..-.o

Mi—nus mat‘blﬁd 1““......" LA B B R B B B B B B B I L L L ]

© Finally must be aﬂ.dad the aurplue on t.ransits 8teaaee 3

Imports valued c.i.f. frontiér » a8 recorded in

customs statistics amounted in 1950 to.eviesaicionnes

In order to realize correspondence with the

figure of exports f.o.b. frontier, this figure

has to be scaled down With.isevececosnsocavncscanssne
Tmports f.o.b. frontier then amounts t0....ceveveenses
Plus parcel-post and AlamondS.icerececccencsastrasasons

Hi-nuﬂ mﬂﬁttlﬁd ii‘amﬂu.-..|-1.ll_oal;tc‘uo..c.lrlo.tf..z‘q_‘

Item 7 (b). Donations-officisl
' 0fficial donations in 1950 consisted of
(1) roparation payments (agreement of Washington)....
and repaid gold from GeXrmENY«icsetssssvneveasecvas

(2) diroct ERp -a1a (grants) incl. $43 million
of 19’*9....".'.OQ...“-.‘_....lt!llilolit_.I‘l‘l.-l.‘.

to subtract in bohalf of the "Welvaartsfonds voor. .
Sm“.-.o.lOO.t.t....I1tbl..i00!401-.0.0!'0!10.0

Iten 9 (2). Capital transactions, private .
- Dimt inwamnts a‘broad-ll‘.ulI-O'ltlbi-.l..‘.-bo'lliti
Minus dem'aciationaaﬁfi”..l.l.‘.. ..I.'Cl‘. .!l.!l.l.‘

PI-U.B miscellamousttll'-I.ltOI.cl".c..'tal!l."t..‘vol

1/ European Recovery Frogyam,
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Drewn on ?vemmant loans: amepe——
I Bﬁﬂel G s . .’ i 2.8 R
Belgium -~ = © W b ot e em s - 1-.38.0
.. Bwitzerland. (4% bon&a] B0 e Vel wn o wes, : .g-l
ERP loen 1 | o
. SR 1 TS
Minus: niscollaneocus - 12.0 .

Redemptionsa on goEnmant loans:

Pald:. U.S.A, EX-IM . .- ,. ; 32.4
4% bonds ' - 18
: WAA i1
Belgium, eccount II 16.2
Canade. 2.4 -
United Kingdom - 6.0 .
Antilles 3.8
Surinam 0.1
* Sweden, Enskilda Bank (balence) - 1.9
e M Govemmant Loan 2.9
" ' ' - 1.6
. Switzerland Bankerslosn,. Sv. fr. .50 n.la? (mce) E%
i} T 20 " ‘
Brown Boveri) 0.6 - i
. (Oerlikon) .. 0.2
Vb : i i ’5
Recpived: Surinam i 5.0 million .
' Indonesia . 0,7 million ar g.?‘ .

ALl items (1.9) - . ‘ . . ‘

. 'Ttems . 2-9 have been ‘recorded on cash-'basia' item.1.on. tr&nsaction-b&sin _
(customs stetistics). .Should this item, alsp have been recorded on cash-besis,
the "Potal? column would belance exactly. The emount of $65 mtllion in the 148t -
line represents thus the difference between merchandise trade balance on
cagh-basis and on transaction-basis. For .an importent part this figure of
$65 million will coneist of & rise in extended or 2 fall in recelved commamial
credits.

Special factors G B R g

In the c¢ourse of 1950 the prices of. primery: producta have riaen to & much
larger extent than those of menufectured goods. [The imports of the Netherlands
conslst of nearly 80% of the former; the exports, on the contraxy, nearly -

[eomnletalv”




eompletaly of the 1at.tar._l 'I'hsmfora, the terms of trad)e of the Nethaﬂanda ha.ve
deteriorated conam:erab:rsr il 16iFInencad 46 'balmxc‘e of pﬁxh!anta’ m a’ %ry =
un.favourahla wa.y.

Aa 'the normel yearly increase of the working populatioﬁ 1ﬁ 1951 amouﬁ*bs :
to 42,500 people, emigration on a scale as projected for this ye&r ig aquwalant
to 28% of said increase.

Question 18 18

As follows from the balence of payments on 'bmnaaction-basis -bhe deficit
on current account in 1950 amounted to $227.

The Netherlands therefore are forced to controk -bﬁéif-'-aﬂémall-' peyment s
mainly ma.nifested in quantitative import restrictions and reat.rictlons on capital
t:l'.ﬂnﬂfer. o .

At the same time intermal regulations have been made - as mntioneé. before -
to prevent gpeculative purcheses a&s much as possible. According to the idea of
free trade, which the Netherlands has always advocated import duties are very
low and serve an 2lmost exclusively fiscal purpoae. Tha quantltative restrictions
do not apnly to all countries to the same extent. Above all, imports from the
dollar area are rigorously restricted. On the other hand, however, trade with
Belgium - under the economic union ~ hes almost completely been freed, while
60% of the trade with the EPUy countries of western Europe has been released.
The greet post-war deficition the balance of payments could only be covered by
loans, followed by lerge-scale US ald through ERP from 1948 on.

Consequently the national reserves did not dry up and it may de expected
therefore that these reserves will be sufficient to meet the noxmal fluctuations
in 'bransaction, once the balance of paymenta is in equili‘brium again,

. Owing to this ERP 2id the Netherlands hes also been a‘ble to maintain full
‘employment.

The balance of p&ymant.a ghowe that the deficite axist minly for the dollﬂr
aree and the continen'bal OEEC corptries. Becauae of the surplug thet the L
Netherlends had in mlatmn to Germany, the over-all deficit in relation to a-ll
EFU countries could be limited to & certain extent. : -

These surpluses have changed into considera‘ble_.deﬁcita since the Garman -
crisis of paymenta in the 'beginning of 1951. Hence the.Du‘l?ch over-all; position 1
the EPU haa becotie much worae._ ; | o '- .

1/ European Payments Union. ffhe considerable



£ iamiuitos A "'"""J'!M )

i"'-

The congiderable rise of prices in the external markets, tﬁso smulm&;‘i‘f
dgterioration of the terms of trade and the ﬂi:-culatiue s'bock-pii].ings have -

affacted ths Dutch ba.lance of payments adversely. - -
Tt is not expected, hm-'av&r, that terfis of trede will st.ill dacreasa,
besides, stock purchases are expected £o énd’ by the middle of 1951.
G Conaeqmntl,y the 1651 ba&s.nco -of payments.can be expected not to become
worse in comparison with 1950. This development, however, is s-hrongly ﬁapaaﬁm'l

on’ the &svelopnent of tha Gomn "liquidity" poad.tion

fo. lj:nite_a Kingds
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| 2. United Kingdoml'/

- Egtimated belence of payments of the United Kingdom in 1950

' Credit (plus) or debit (minﬁaS ih milliong of United. S’da'ﬁa& dollars.
. Conversion rate used foir &amss‘t}c curiehey: U.B. $8, 80 per b

: - | S T . i 3 b el il!._ﬂh :LhA_..;.a.

Of which in transactions with

Ty EM _ TOTAL Rest of Cc;ntinan;t;al O‘t.her Rest
- - _ Dollar |sterling OREC ard Western of
ared aresa - DOTs's/ |Hemisphewe | world

PN €0 T € 1 A ) ) )] €9

L. Merchandise trade:
Exports vealued
f£.0.b. frontier 5220 882 I 2792 1661 300 585

Imports valued f.o.b. )
frontier of oxw '

porting country 6647 1192 ¢ 2678 1604 426 Th7
Balance 427 | 2310 1 s1ab + 57 ~126 ~162
2. Trensportetion #3090 | +32 1 417k + 18 + 20 ¢ 65
3. Foreign travel =66 + U8 - 39 - 83 ¢ b 4
%. Govermment trens~
: actions not ine
cluded elsewhere | -385 $ 3 ~263 - 26 -2 - 95
5. Investment income | 4342 + 36 #2861 = 19 ¥ 24 + 20
6. Other services .o 121 +368 +387 107 + 82
. Total items 1 - 6 | 4656 ~314 +635 4334 s 57 - 86
T+ Donetions:
(2) Private L ¢ b - 7 - 4 - 1 - 6
o (®) official +102 ~671 - ~269 - =
8.' Gold movement:
’ (2) Non-monetary i - b s i .
(v) Monetery ~3612 | ~745 ~8lidy - 21 - 27 + 25

y Dependent Overssas Territories.

1y to part A and question 18 was received earlier and reproduced in
nfm 1/81/A44.6. ’ o

/9. Capitel transasctions



Estimated balance of

bl a RS
zen.afefuass
ade 25 ;

Ea.?' nts of the United Kingdom im 1950 -.

Continued)
0f which in trensactions with
TOTAL lRasb of Continental Other Rest
‘Dollar | sterling ONEC and Western of
area aree DOTs a/ |Hemisphere | world
63 10 ) I B ) O ) 1)
0. ‘Cap.tal transactions
(a') Private N oo a8 LAl LX) . 8 a9 -
(b) Of official and B v
banking
institutions: 55
(1) Contractual !
repayments - 22 «103 - + 68 - $ 13
(i1) Other long- ' " :
term 4
transactions |+ 18 + 55 - 10 + 3 - -30
(111) Short-term T = -
(including '
private) 572 +&§g +587 ~4hl - 23. w120 .
A1l items 1 - 9 - - -333 + 36, -20h

a/ Dependent Overseas Territories.

#3501
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A. Yotes on methods used in completing questionnaire on the

e of pag_ma*rhs i.n 1950

General (1) All figures are provi sional. |

. (2) The definitions and the geographical ereas are identical with™
... .. .. . ‘those in the official Balance of Payments White Paper (Cmd. 8201)
Y Y The m’oes below draw attention to ma Jor points,

™ {3) Colun (L) covers the monetary areas of OERC countries.

. Item
1. Trade figured measure transictions in goods between United Kingdom -
regidents and non~residents and are pmot therefore f.0.b. frontier.
Importse-are in layrge part derived from Exchenge Control data, not
from Trede end Navigetion Accounts. (See Supplementary Table I
, 2. Dry cargo shipving only Figuraq for tenkers and ciﬂl aviation
I,

are no't. avail&'ble
L, Includaa gmnts to the colonies

5. Excludes earnings of British oil compames, which are included
in Item 6.

4 I_ ~ T {b). See Supplementary Table II.

" . 8 {a)s Included in item 6,

8 (b). The total glven is the movement in gol:l and. doy_:ar resexrves and the

ffoures under the geographical arees ramaen'h net gold and dollars paic
to or received from these arese,

9 (a). ‘Tncluded in ftem 9 (b) {111).

9 ('b) (1i1). Includes changes in sterling liabilities and official holdings of

non-dollar currencles, revaluation peyments by the United Kingdom and
private and all other net investment (items 18, 32, 33 and 38 of
Cmd. 8201 - Table 9).

All items 1-9

These figures are e measure of net inter-area transfers, predominantly
in sterling. Movements in sterling between the rest of the sterling area
and North America are treated as equivalent to movements in gold and
dollar reserves included in item 8 (b) (Col. 3). The amounts shown are
subject to & large margin of error. They are essentially residuals of a
series of provisional estimetes. (Item 27 of Cmd. 8201 - Table 9).

/B. Supplementary Tables




B. Supplementary Tables

Table 1

Merchandise Trade
(In millions of US dollars)

Imports c.1.f.

- Other Western

Dollar Rest of Continental / Rest of
TOTAL area sterling area OEEC and DGTB-— Hemisphere world
7288 | 1343 2773 1838 457 817

Note:
Navigation Accounts.

Exports f.o0.b. 6076
Re-exports f.o.b. 238

Total exports f£.0.b. 6314
Adjustments for timing

end coverage -k
Exports and re-exports on

balance of payments

basis 6220

The balance of payments figures in
Exchaenge Control records and cannot therefore be related to the above

788
48
836

#6

882

the table provided in answer to Question 17 are obtained from

2698 1521

30 ‘ 131

2928 1632
1

-136 I »
1

2792 1661

figures from the Trade end

31k 555
3 26
317 581
-17 #

-~ 300 | 585

g._/ Dependent Overseas Territories.




Table IT

Deétails of item 7 (b) - Official donations

Millions of

ERP. Grents o - ¥696 2
. ERP 5% Counterpart Fund - 25 L -
Intre-European Payments Agreements - : )
Drawings on United Kingdom (including
refunde of drawing rights) =120 b
Repayment of "Initial Debit" in -
European Payments Union ~150 b
Totel 01 1



