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PREFACE

In the spring of 1941 the League of Nations published a volume under the title Europe’s
Trade, the purpose of which was to consider what was the part played by Europe in the trade
of the world, how far Europe was dependent upon external markets and external markets de-
pendent upon her, to estimate the importance to her of what, in the absence of a better term,
is known as Empire trade, and to illustrate the commercial and general economic interdepend-
ence of different parts of the continent.

The present volume on the Network of World Trade deals with similar questions regard-
ing other geographical or political areas and is thus complementary to the earlier publication,
Seventeen geographical regions and eight political groups of countries are considered, and in
addition a chapter is devoted to what is sometimes loosely described as the dollar-sterling-peso
area embracing the whole American continent and the British Commonwealth of Nations.
Those who desire to extend or modify the analysis by reference to other groups will find in
Annex III information concerning the direction of the imports and exports of practically all
the statistical areas in the world and, in the notes to the annexes, a guide to the pitfalls that
the statistics may present to the unwary.

But, as the title is intended to indicate, this volume is primarily concerned with the essen-
tial unity of world trade, a unity which is due to the complexity of the trade of each separate
area. Viewed as a whole, the trade of the world has assumed a specific pattern and functions
through the vascular system which forms this pattern. One of the main purposes of this study
. is to describe this system and its functioning, which is determined not simply by the character
of national needs for foreign goods but also by the much less adequately understood system of
multilateral settlement of all classes of international accounts. Failure to understand the func-
tioning of this system or to apprehend or respect its importance was responsible in no small
measure for the disruption of trade and accentuation of the depression to which the commer-
cial policies pursued in the ’30s led; and, although the war will necessarily modify the pattern
of world trade, the success or failure of the commercial policies of the future in establishing
smoothworking economic relations is likely to be largely determined by the extent to which
they are based on an understanding not only of the inescapably multilateral nature of trade
but also of the complex unity of the world system.

Certain of the general conclusions to which the whole analysis and synthesis made in this
volume would seem to lead are summarized in the opening pages. The substantiation of these
conclusions will be found in the thread of the argument running through the whole book and
in the statistical tables supporting it.

QOur thanks are due to the Rockefeller Foundation which has generously supported the
work involved in the preparation of this volume.

A. Lovebay
Director of the Economic,
Economic Intelligence Service, ’ Financial and Transit Department
League of Nations,

July 1942



Summary of Results

International trade is much more than the exchange of goods between one country and
another; it is an intricate network that cannot be rent without loss. A major purpose of this
study is to describe the pattern of that network as it presented itself before the present war
and to consider how far that pattern was determined by the natural distribution of resources
and how far by other factors of a more ephemeral or less unalterable character. Commercial
policy, if it is to promote welfare, must be based on a knowledge not of the nature of the trade
of the country formulating its policy only, but of the nature of the essential oneness of the
trade of the world. ’

To summarize the whole argument running through the chapters that follow is not pos-
sible; but it may be convenient to set out here certain of the crucial facts and conclusions they
suggest, ’

I. Trade radiates from the industrial regions. Thus, in 1938 goods bought or sold abroad by
the industrial countries of Continental Europe represented 46% of the trade of the world, by Non-
Continental Europe (mainly the United Kingdom) 28%, by the United States 23%, by Japan!
7% and by all these countries together 89%. Hence, trade among all the remaining areas amounted
to only 11% of the world total.

2. Trade in individual products is highly concentrated. This is true both of imports and ex-
ports, though naturally the concentration of exports is more pronounced. Thus, India supplied 99%
of the jute entering into trade in 1938, South-East Asia 91% of the rubber, 81% of the coconut oil,
75% of the copra and 50% of the tin, non-tropical Latin America 80% of the linseed and Japan
78% of the silk. Similarly, the United Kingdom purchased 81% of the pork entering into trade,
80% of the beef and mutton and 78% of the butter ; the United States 69% of the silk, 59% of the
- cottonseed oil, 56% of the bananas and 49% of the coffee.

3. The geographical concentration of trade in individual products is due in part to differences
in the natural conditions, the uneven distribution of available mineral deposits throughout the
world, differences in climate, differences in accessibility.

4. But even more important perhaps are the disparities in the relative supply of labour, capital
equipment and productive land. Capital, for instance, is abundant but land scarce in the United
Kingdom and certain industrial countries of Continental Europe; labour is normally scarce but
land and capital abundant in the United States; land is abundant in certain countries of the tem-
perate belts (such as the British Dominions and the Argentine) which have been recently settled ;
there is an abundant supply of cheap labour in certain tropical regions that are relatively poor in
capital and equipment.

5. Natural conditions and the relative scarcity or abundance of land, labour and capital tend
to determine the nature of each area’s trade. Although the large area composed of the British Com-
monwealth of Nations, the United States and Latin America is rich in capital it is so diverse in
resources and climate that it has export surpluses in the majority of the major crude products enter-

1 Including Korea and Formos:.
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ing into world trade, and when an excess of imports is' recorded that excess is often n‘;cln'fe :gparen;
than real—thus, the net import of animal foodstuffs in 1938 reprcse'nted only a sma ] r ‘ h;on t;:
the net exports of fceding stuffs, the net import of ycgctable fatty oils was much smaller h n] e
fat content in the net exports of oil seeds, the net import of superphosphates represented only a
fifth of the net exports of natural phosphates, etc.

6. The demand of the United Kingdom and the United States for p?i-mary products is rather
complementary than competitive, The United Kingdpm buys Ia_rge quantities of foqutuﬁs. (Teat,
cercals, fruit and tea), of cotton, wool, zinc etc. which the United States Eioes not import in large
amounts (or on balance exports) ; and the United States bu):s large quantities of silk, bananas, cof-
fee, certain fatty oils, tin, rubber etc. of which the United. Kingdom does not import large amounts,
But they both compete to a considerable extent with Continental Europe whose demand is normally
much more evenly spread over different primary products.

7. The concentration of trade mentioned in (2) above prevents it from being bilateral ; for the
countries whose exports are largely concentrated on one or a few commodities are not I1kel){ to re-
qutire, and do not require, the particular products of other countries in exactly the proportions in
which these countries require their products. The same is true even in trade between countries with
a more diversified trade; it is only less obvious.

8. Tropical regions, the production of which is largely complementary to that of the United
States, normally furnished over two-fifths of that country's imports, but only took about one-fifth
of ita exporta, The chicf United States export markets were Continental Europe, the United King-
dom and the British Dominions,

0. In the trade of the United Kingdom tropical regions were less important as suppliers than
us export mnrketa : their share in imports was only 14% in 1928 and 18% in 1938, but in exports
25% ond 20% respectively, The United Kingdom depended chiefly upon supplies from the British
Dominions, Cantinental Europe and the United States. Trade with each of these three areas
resulted in n heavy import surplus, although the first two took about half of the United Kingdom’s
exports; the United States only took 5% in 1938.

10. In Continental Europe, intra-trade accounted for 52% of imports and §7% of exports in
1938, Non-Continental Europe (chiefly the United Kingdom) supplied 18% of the imports from
the outside world, and absorbed 34% of the corresponding exports. The resulting export surplus
to the United Kingdom helped to finance the net imports from other continents upon which Con-
tinental Europe depended for its supply of primary commodities,

11. In the case of other groups too, there were remarkable differences in the geographical dis-
tribution of imports and exports, Of Africa’s exports over four-fifths went to Europe, but
Europe's share in imports was smaller (70% in 1938) as the United States was an important sup-
plier to the Union of South Africa. Canada and Newfoundland traded chiefly with the United
?atqtes and the United Kingdom ; the United States accounted, however, for a much greater share
in imports than in exports (60% and 32% respectively in 1938), while the reverse is true of the
United Kingdom,which accounted for 17% of imports and 37% of exports. The tropical Latin
American countries depended very largely on the United States in both imports and exports; the
non-tropical countries of Latin America, represented chiefly by the Argentine, depended principally
upon the European export market while deriving a considerable share of their imports from the
United States. India sold her goods all over the world, but depended very largely on the United
Kingdom for its imports. South East Asia’s chief export market was the United States, while im-
ports were derived principally from Europe. The share of the United States was much' greater in
the imports of Oceania than in its exports: 14% and 2% respectively in 1938,
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12, Japan’s trade underwent a radical change between 1928 and 1938 ; towards the end of this
period her exports became more focused on Asia. The share of the United States in exports fell
from 42% to 16% and in imports rose from 28% to 34%—movements which turned the previous
export surplus to the United States into a heavy deficit. Meanwhile Japan acquired by force a
quasi-monopoly in a considerable part of the Chinese market so that the share of her exports going
to China, including Manchuria, and Hongkong rose from 28% to 46%. But as the occupied areas
were incorporated in the “yen bloc” the export surplus that resulted yielded no foreign exchange.

13. The differences in the geographical distribution of imports and exports of each country or
group raises the question how claims arising from trading transactions were settled. Study of the
trade balances shows that the cases of triangular or multilateral settlement within small groups of
countries were relatively unimportant and that almost all balances belonged to a single world-wide
system which also provided for the transfer, along round-about routes, of interest, dividends and
%her payments due from debtor countries to European creditor countries, particularly the United

ingdom.

14. This system is depicted in Diagrams 6 and 10, which show the network of trade balances
among five groups of countries representing together nine-tenths of world trade: (1) the tropics;
(2) the United States; (3) other regions of recent settlement in the temperate belts; (4) Conti-
nental Europe; (5) Non-Continental Europe. Each of these groups had an active balance of trade
with each successive group, and a passive balance with each preceding group. (The tropics, how-
ever, had a passive balance with Non-Continental Europe in the *twenties.)

15. This system, and accordingly the world economy which it rendered possible, came into
being about 1870, largely as a result of technical improvements in production and transport, It
gradually extended in scope until, at the beginning of the present century, it embraced almost all
countries, After a temporary disruption during the 1914-18 war, multilateral trade governed by the
system was resumed during the "twenties and was supported by United States capital exports.

16. The functioning of the system was disturbed by the reduction of these capital exports from
the middle of 1928 and the repatriation of liquid funds by creditor countries, initiated, it would
seem, by France after the legal stabilization of the franc in 1928. For some time a breakdown of
the system was avoided as countries exposed to strain were able to settle their international accounts
by selling gold or drawing upon liquid assets abroad. Apparently the system of multilateral trade
continued to exist; in reality it did not function.

17. The financial strain continued to increase, however, and after the financial crisis of 1931
many countries attempted to balance their foreign transactions by increased government control,
particularly in the form of import restrictions, But while each country could generally restrict un-
challenged imports from countries with which it had an import balance and could frequently oblige
these countries to take more of its products, it exposed itself to retaliations if it attempted to re-
strict imports from other countries. The restrictions imposed were therefore largely discriminatory
and for this and other reasons tended to balance transactions with each country separately rather
than in the aggregate. Multilateral trade was thus reduced and replaced by bilateral trade.

18. The disturbances in the system of multilateral trade ever since the late ‘twenties reduced
the amount which certain countries could spend on purchases of staple products in the world mar-
ket ; hence arose the problem of “reduced commercial access to raw materials.” This reduction in
demand, only partly offset by increased demand on the part of other countries, depressed world
market prices; this, in its turn, besides disturbing economic conditions everywhere, reduced the
yield on foreign investments, many of which became valueless, and discouraged capital exports,
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19. Modern civilization is based on a world economy which functions through a system of
multilateral trade of a specific pattern that embraces the whole world. The present war, and par-
ticularly the reduction of British overseas investments, is likely ?o modify that pattern in the futqre.
But the need for a world pattern of multilateral trade will remain as long as climates an(.i geological
deposits continue to vary from one area to another, as long as the factors of production are un-
evenly distributed over the face of the globe. . :

Distortions of the original pattern, whether caused directly by the_wa.r, or by measures of com-
mercial policy, must cause friction and may threaten the whole fun-ctxonmg of t.he system and ﬂ}e
economic welfare of states dependent on it. Some distortion is obviously ur}avmdable ; but only if
commercial policy takes account of the universality of the pattern ?nd of the interdependence .of the
various trading areas will a smooth transition from the restrictions of war to the expansion of
peace be possible,

It may be useful to tabulate certain of the crucial data before proceeding to the analysis of the
nature of world trade that follows.!

Percentage shares in world imports Imports  Exports

and world exports of merchandise in 1938 of : % %

BUrODE et i e e e aaaaaa 56 48

Continental EUrope .......coviiiiiniiniiiiiniirenrnrecannnnas 38 37

British Commonwealth of Nations ........cueiveenrnenrnennnnn.. 33 27

United States with its oversea territories ...........uuvveenn..... 10 I5
British Commonwealth, United States with oversea territories and

Latin America ............. e siesasaieseetareratanneann 49 50

Intra-trade among countries constituting the following
groups as percentage of their total merchandise trade:

e 61 72
British Commonwealth of Nations ........ h ettt e reaaaaa, 43 53
North and Latin America together (“Western Hemisphere”) ....... 49 51
Latin America «.uvuuuerenrererieeineeeneaneieneineo o, 18 18
. 45 42
Import (—) or export (4 ) balances of merchandise in 1938: ~ $ (000,000s)
United Kingdom ........cvvvvnnnennnnn.. e, —1,884
British Commonwealth of Nations ............ Crreeveriisaeaaeaeas feae. —2,183
United States v oovviiiiiiiii i e e riieaaa eeeeareaa. + o919

For a condensed record of principal-trade relationships and of the world-wide system of multi-
lateral trade in 1928 and 1938, see Tables 44 and 48 and the accompanying text.

1 For reasons explained in the “Introduction” certain of these data differ slightly from those which may be calc':lited from
national trade returns, :



Introduction

Object of Analysis.

A country, to finance the purchase of the foreign foods it requires, has as a rule to sell
abroad goods required by others. Frequently, its ability to buy in one market depends upon
ability to sell in another. In many cases the export of goods depends physically upon the
import of raw materials required for their production. In these and other ways, all trading
transactions are inter-related. International trade is a world phenomenon.

The purpose of this volume is to analyse trade, from this universal point of view, as it
existed before the outbreak of the present war, As a special volume on Europe’s Trade has
already been published, this study relates mainly to the other four continents. But Europe and
political groups in the world related to Europe are also considered.

The volume deals with the relative importance of the trade of the various trading areas
of the world ; the nature of the goods entering into the trade of each area; the dependence of
the areas upon one another as buying and selling markets for a number of important primary
products; and the network of trade channels that connect the groups and form a world-wide
vascular system. Finally, the world system of multilateral trade is examined in the light of
the figures of trade balances calculated for this purpose.

Naturally, the analysis which can be made in this small volume must be confined to major
issues. But such major issues rather than the sectional interests of producmg or trading
groups should determine the broad lines of commercial policy.

Groups of Countries.

The number of statistical territories or “countries” recording imports or exports is so
great that a tabulation of their exchange of goods fails to give a clear view of international
trade. For the study of such trade, therefore, it is necessary to group countries into a
restricted number of areas of geographical or political significance. The “foreign” trade
of each such area or group consists of trade amongst its constituent parts and of the trade of
the group as a whole with other groups.

Continental groups were considered too big and heterogeneous for the analysis; accord-

'ingly, each continent, with the exception of Oceania, was split into two or more groups. For
these subgroups of continents, the nature of production rather than contiguity was in certain
cases taken as the criterion. But even in these cases the subgroups consist largely of con-
tiguous or neighbouring countries, The U.S.S.R. is shown as a group by itself and excluded
from Europe as well as Asia.

The groups together with indications of their extent are specified below, arranged in the
alphabetical order of the continents. For a complete list of the countries included in each
group, reference should be made to Annex I. ‘ '

Africa.
1. North Africa.
Includes the Canary Islands with the Spanish Rio de Oro, Tangier and the African coun-

tries bordering on the Mediterranean from Spanish and French Morocco in the west to Egypt
. in the east. Geographically, the countries considered belong to the northern temperate zone,

-
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2. South Africa. ]

Includes the Union of South Africa (with Bechuanaland, Swaziland and Basutolan_d),
Northern and Southern Rhodesia, British Nyasaland and the Mandate of South-West Afn-ca.
A characteristic of this group, as defined, is a relatively arid cIimaFe and, on the who_le, a high
reliance upon mining. Mozambique and Madagascar have not bet.zn mcIud?d.(though situated as
far to the south as the Rhodesias) as their climate and production are similar to that of other
African areas in the southern tropical belt.

3. Other Africa. )

Consists of countries situated between Northern and South Africa, as deﬁne'd above,l includ-
ing Madagascar and a few minor islands. Geographically this group covers tropl‘cal Africa, less
certain areas north of the Capricorn included in South Africa (the Rhodesias, Nyasaland,
Bechuanaland and the northern part of South-West Africa).

America; North America.

4. Northern North America. o
Comprises areas north of the United States frontier with Canada. (Alaska is included,
however, with the United States.)

5. United States of America.
Including Alaska, Porto Rico, Hawaii and the Virgin Islands, which form part of the
United States statistical territory.

America: Latin America.

6. Mineral-producing countries. ,

Included in this group are Mexico in the north and a contiguous territory comprising (i) the
South American countries bordering the Pacific from Chile in the south to Colombia in the
north, (ii) Bolivia and (iii) Venezuela and the Guianas. Finally, there has been included in this
group the Netherlands territory of Curacao—consisting of a number of islands, the chief of which
are Curacao and Aruba off the Venezuelan coast, both of which are engaged in the refinement
of Venezuelan oil. To a certain extent, the distinction between this group and the following is
arbitrary. Thus, British Guiana and Surinam (Netherlands Guiana) are included in it, in spite
of the fact that, by value, they export more agricultural than mineral products. The trade of these
countries, however, is relatively small, and the excluston of it would not materially affect the figures
for the group as a whole, )

7. Tropical agricultural countries,

This group comprises Brazil and the Central American mainland between Mexico and
Colombia, as well as the West Indies. A minor portion of the West Indies (the northern Bahaman
islands and Bermuda) as well as the southern tip of Brazil fall within the temperate zones.

8. Non-tropical agricultural countries. '
In this group fall Argentina, Paraguay and Uruguay, and the Falkland Islands.
Asia.
9. India, Burma and Ceylon. :
This group includes British India, French and Portuguese settlements in India, Ceylon,

which in the trade returns of several countries is grouped with British India, and Burma. The

reason for including Burma is largely statistical, since up to April 1, 1937, Burma was politically
part of India.

10. South-East Asia.

This important group of countries comprises the Indo-Malayan Peninsula (less Burma)
ar_:d th_e large archipelago extending from Sumatra in the west to Timor in the east and the Philip-
pines in the north. New Guinea, except the Netherlands portion, has been excluded as not forming
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part of Asia, as have Hong Kong and Macao, on account of the relative importance of the local
and entrepot trade with China of these ports.

11. Japan, Korea and Formosa.

12. China and other continental Asiatic countries. ’

With China—the most important country under this head—have been grouped the Asiatic
countries not entering into the preceding three groups, as their trade was not considered impor-
tant -enough to justify their classification as a separate group. The group, though including
Cyprus, may be defined as the Asiatic Continent with the exception of Siberia and the Indian
and Indo-Malayan peninsulas. In accordance with the practice followed by most countries in
recent years, the whole of Turkey has been reckoned as a part of Europe.

13. Union of Soviet Socialist Republics (U.S.S.R.}.
Europe.

14. Continental Europe: Industrial countries.

This group consists of the nine industrial countries specified in Annex I. If Sweden—
separated from the other eight countries by the Baltic Sea—is disregarded, the group forms a
contiguous block from the Central Mediterranean in the south to the Baltic and the North Sea
in the north and the Atlantic (north of the Pyrenees) in the west.

15. Continental Europe: Other countries.

Though this group consists chiefly of agricultural countries, it is rather heterogeneous, as
certain of the countries included, for instance Denmark, have reached a very advanced stage of
economic development, while others lag behind in this respect.

16. Non-Continental Europe.

In “Europe’s Trade” the United Kingdom and Ireland were considered as the only Euro-
pean countries not included in Continental Europe. In view of recent events it has been thought
important to be more exact and reckon also Iceland, the Faroe Islands and Spitsbergen as part of
Non-Continental Europe. It was not considered necessary, however, to move Malta over to
this group.

17. Oceania.

Includes the Australian mainland with Tasmania, New Zealand, New Guinea (except the
Netherlands portion), and the Pacific islands east and north-east of Australia, with the exception,
however, of Hawaii which belongs to the statistical territory of the United States.

In certain tables countries are grouped according to political affiliation. The groups in
question, consisting of “Empires” of countries with oversea territories, are largely sel-
explanatory. Mandates and protectorates are included in the respective empire groups. The
biggest of these groups, the British Commonwealth of Nations, is usually split into several
subgroups:

I. United Kingdom.

2, Ireland.

3. British Dominions. .

These comprise Australia, Canada, Newfoundland New Zealand and the Union of South
Africa.

4. India and Burma.

The reason for separating India from the Dominions is the difference not only in political
status but also in the nature of production and trade.

5. Other territories.

These include colonies, protectorates, oversea territories and territories under suzerainty
or mandate '
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Years Considered. :

Most of the tables analysed refer to trade in 1928, 1935 and 1938. The years 1928 and
1938 were considered more suitable for analysis than the typical boom years 1929 and 1937.
The figures for 1935 are given because trade in 1938 (as in the two preceding years) was
influenced by wars and anticipation of war. Comparison between 1928 on the one hand and
1935 and 1938 on the other is affected by the semi-depressed economic conditions which pre-
vailed in the last mentioned two years. But such conditions were, on the whole, typical of the
'thirties after the years of deep depression in the early part of the decade.

Owing to the lack of adequate information concerning the distribution of trade between
different categories of goods in 1938, the figures in the relevant tables (Nos. 6-11) refer

to 1928, 1935 and 1937.

Unit of Currency. )

Values are shown in dollars of the 1934 parity, that is, one dollar equalling 0.88867
gramme of fine gold. For 1928, however, two sets of figures are shown, one representing
dollars at the old parity (one dollar equalling 1.50463 gramme of fine gold), and the other
dollars at the 1934 parity (“new gold dollar”).! It is thus possible to compare trade values
either in actual United States dollars (that is, in 1928 dollars of the old, and in 1935-1939

dollars of the new parity), or in “new gold dollars.”*

Scope of Statistics, Methods, etc.

When not otherwise indicated, the figures represent special trade® in merchandise only,
which may be roughly defined as imports of goods for domestic consumption and exports
of domestic produce or products into which domestic labour has entered.

Various technicalities in the compilation of the figures have been described in the
Review of World Trade issued annually by the League of Nations.* The reader acquainted
with the figures of that publication, however, should note certain new departures (indicated
below), in the present volume, introduced in order to permit of greater exactitude in the
analysis of the manner in which imports and exports of the various countries dovetail. To a
certain extent, these new departures also imply deviations from the practice followed in
Europe’s Trade, though the figures for European countries are in most cases only slightly

affected.

1. Bullion and specie omitted all through. It has been the practice hitherto to include in the
figures for merchandise trade the transactiong in bullion and specie of certain countries which
are producers of precious metals, as, from the point of view of these countries, their exports
of such metals play the same réle as exports of merchandise, This practice had to be abandoned,
however, since it rendered difficult the study of the dependency of the countries upon foreign
markets and sources of supply in merchandise trade, and since it implied the inclusion in world
exports of precious metals, valued at several hundred million dollars, which did not enter into
recorded world imports. Whenever possible, therefore, all precious metals have been excluded

1In Table 1 a special arrangement has been employed to show the relationshi teqld™
“new” gold dollara. In t;l:l table, values are also given in £ sterling. D between the actual dollar and the “old" and
2 In Europe's Trade, the figures for 1928 were shown in “new gold dollars” only, The addition vgld”
U.S. dollars for that year has been made on account of the importance of the Unl!e: States dollar n: faﬁfnui;ﬂofinmi:‘;i (fo':'h:h:
non-European world. In certain other publications of the League of Nations Economic Intelligence Service, particularly the Review
of World Trade, the dollar of the old parity (the “old gold dollar™) was used even for years subsequent t'.o the devaluation of th
dollar in 1934, The "new” gold dollar equals §9.06% of the “old’ gold dollar; and the “old"” thus 169.32% of the “new.” on ¢
2In Annex HI (showing the geographical distribution of imports and exports of each country) figures for genml-tmd (total
imports, and exports of domestic _products a3 well as re-exports) had to be given for a number of Anglo-Saxon countri y hqd:
do not show the geographical distribution of their special trade (retained imports, and exports of domestic prod; uplries whi
4¢f., for instance, Review of World Trade, 193, Annex L. ¢ products).
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from the “merchandise” trade; but special data on the trade in bullion and specie have been
collected (cf. Annex II).

2. Ships’ siores and trade with sea fisheries omitied. Imports from and exports to sea
fisheries, and exports of ships’ stores (chiefly bunker fuel) have been excluded throughout, when-
ever possible, in order to eliminate the confusion resulting from the fact that this trade is only
recorded by one country (for instance, while bunker fuel may be recorded in the exports of one
country, it will not be recorded in the imports of the countries to which the buying ships belong),

3. Trade between certain areas omitted. For similar reasons, certain other categories of
trade have been excluded in particular cases. Thus, trade with the Channel Islands has been
deducted from the trade volume of the United Kingdom since this trade was by nature domestic
and the Channel Islands (though not included in the statistical territory of the United Kingdom)
do not record the value of their imports and exports. Similarly, from the recorded trade of Korea
and Formosa has been deducted the trade of these territories with Japan, as well as between
themselves, in order to conform with the trade returns of Japan, which exclude trade with the
territories in question. Finally, the recorded trade between India and Burma after April 1, 1937
{when Burma was separated from India) has been excluded in order to maintain comparability
with the figures for earlier years. .

4. New statistical areas considered. It proved desirable to take account of the trade of
certain territories which were disregarded in the Review of World Trade. In certain cases this
necessitated the estimation of trade values for countries with no (or incomplete) trade returns.
Thus, in order to include Hong Kong in the list of trading countries, the trade of that colony in
1928 had to be estimated. The same is true of the trade, in all the years shown, of Arabia, Gibraltar
and the Panama Canal Zone,

5. Conwversion rates. In the Review of World Trede, from 1929 onwards, whenever a cur-
rency fluctuated in terms of gold, the annual conversion rates employed were weighted according to
imports and exports during each month, and thus were not exactly the same for imports and
exports.® These weighted conversion rates, however, naturally applied only to the total imports
or exports of each country, but not to its trade with individual countries {as this trade naturally
did not usually fluctuate in conformity with total imports or exports). In order to avoid confusion
on this account, uniform annual conversion rates, calculated as the average between the weighted
rates for imports and exports, have been employed for all conversions. The resulting errors of
conversion are insignificant since currency fluctuations during the years analysed were relatively
small. Separate conversion rates for imports and exports were used only in a few cases where the
discrepancy between the two rates was due to causes other than a different seasonal distribution
of imports and exports (¢f. Annex IV).

6. Adjusiment to frontier values. The majority of countries record their trade at frontier
values—C.LF. in the case of imports and F.Q.B. in the case of exports. Certain countries, how-
ever, particularly the United States and Canada, record imports at its value at the foreign port
(or point) of shipment, while others admittedly underestimate the freight and insurance included
in their recorded import values. Certain countries, again, record part of their exports at their value
at the inland point of shipment. These differences render it impossible to make exact comparisons
betiveen trade values and, in particular, trade balances. In this volume, therefore, except in
Annex III and certain text tables (where the fact has been stated) corrections have been made
with a view to including in import and export values transport costs up to the frontier of the
importing and exporting countries respectively. It proved convenient at the same time to make
another minor correction of United States exports so as to bring the balance of “special” trade
to agree with that in “general” trade. v

Details of the corrections thus made, and indications of the method of calculation, are sup-
plied in the general note to Annex I.

7. Adjustment of figures for the geographical distribution of -trade. In the analysis of the
Direction of Trade and of the System of Multilateral Trade, adjustments have been made of the
recorded figures concerning the geographical distribution of imports and exports. The nature
of these adjustments is described in the former of these chapters.

1 ¢f., for instance, Review of World Trade, 1938, Annex III.



Magnitude and Composition of World Trade

World Imports and Exports.

Calculated by adding the “frontier” values of imports and exports (imports C.LF. and
exports F.0.B.) of each country, world imports of merchandise in 1928 amounted to $35.5
milliard and world exports to $32.6 milliard. The corresponding figures for 1938- were $24.6
and $21.9 milliard. The difference between the import and the export ﬁgure§ is duf'. to the
inclusion in imports of transport costs between the frontiers (or ports) of the 1mpor§mg and
exporting countries, amounting to about 9% of world exports in 1928 and 12% in 193.8.

The decline in values between 1928 and 1938 is due chiefly to the fact that prices (in
terms of dollars) had fallen by about a fourth. The quantum of trade had only declined
by 8-9%. In 1937 it was actually on the same level as in 19281

Roughly, the value of goods.which countries used to exchange corresponded to-a third
of the United States national income. During the few years preceding the present war, it
was of about the same magnitude as the national income of the United Kingdom or Germany.

Table 1 gives a few fundamental data on world trade—values in terms of gold dollars
(according to both the 1934 and the earlier parity) as well as in actual dollars and sterling,
and the percentage movement of import and export values, prices and quantum.

Table 1.
WoRLD TRADE IN MERCHANDISE, SUMMARY TABLE.
Adjusted dollar figures. “Frontier values’.

Imports Exports

1928 1935 1937 1938 1928 1935 1937 1938

Values in terms of

old § gold (000,000°s).............. 35,482 | 12,427 | 16,638 | 14,518 | 32,615 | 11,236 | 15,006 | 12,944
new § gold (000,000's}.............. 60,080 | 21,042 | 28,171 | 24,583 | 55,223 | 19,025 | 25,409 | 21,917
£ (000,000%8). ... cennina 35,482 | 21,042 | 28,171 ; 24,583 | 32,615 | 19,025 | 25,409 | 21,917
£ sterling (000,000's)®.............. 7,201 | 4,271 | 5695 | 5,027 | 6,702 | 3,861 | 5,137 | 4,482

Percentage movement of values (1928 =
100) in terms of:

P PR TR | 100 | 3500 | 469 | 409 | 100 | 844 | 460 | 397
S 100 } 698 | 794 | 698 | 10 | 583 | 779 | &g
Esterling. ..veunrreeeiaiinnnna.n. 100 | 586 | 781 | 689 | 10 | 576 | 767 | 669

Percentage movement of prices (1928 =
100) in terms of:

P PETTT 100 | 4t 47 4458 | 100 | 405 | 48 435
$..... R T TR PP 100 70 795 75.6 i00 68.5 78 %
Esterling..oooovviivii Lt 100 89 78 H 100 68 76.6 785

Percentage movement of guanium i
(1928=100).....c.co0vuirnnnnnn.. 100 85 100 91.6 100 85 100 91

a i .
“vsm‘.rhe exchange value of the £ steriing was, in 1928, 84._8661 (new § gold 8.2403); in 1935, $4.9272; in 1937, $4.9462; and in 1938

Tt would fall outside the scope of this volume to ente
have been described at some length pucn the successive is.sue:n of'mhémngﬁgg’ :ff %:’fgaggfd:_n the peices and quantum of trade which
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WorLp IxporTs OF MERCHANDISE, BY GEOGRAPHICAL REGIONS,
Adjusted dollar figures. ‘‘Frontier values'.

17

, Percentage
Area Population $ (000,000°s) distribution
Square km?| 1937 Group 1928
(000,000's) {(000,000's) 1928 |new $ | 1935 | 1937 | 1938 |[1928 | 1938
gold
5.8 349 1. North Africa............. 636 | 1,110 567 521 498 | 18| 20
4.1 15.6 2, South Africa, as recorded. .. 452 766 436 600 573
Adjustment for freight, etc.. 2 3 4 4 4
Total.................. 454 769 440 604 577 1.3 2.4
204 103.7 3, Other Africa.............. 505 83§ 366 586 491 | 4| 20
10.3 11.5 4. Northern North America,
asrtecorded............. 1,256 | 2,128 575 837 703
Adjustment for freight, etc. 121 205 82 135 115
Total........ccovvenn.. 1,377 | 2,333 657 972 8i18| 39| 3.3
94 1321 5. United States, asrecorded. .{ 4,078 | 6,904 | 2,039 | 3,010 | 1,950
Adjustment for freight, etc. 336 569 152 321 243
Total.................. 4414 | 7473 | 2,191 | 3,331 | 2,193 | 12.4| 8.9
7.1 41.5 6. Latin America: Mineral-
producing countries, as
recorded................ 625 | 1,058 411 626 634
Adjustment for freight, etc. 42 72 26 35 39
Total.................. 667 | 1,130 437 661 673 19| 27
10.4 70.9 7. Latin America: Tropical
agricultural countries, as
recorded................ 1,104 | 1,869 566 805 718
Adjustment for {reight, etc. 28 48 16 18 18
Total...vvevinevn oo 1,132 | 1,917 582 823 736 | 52| 3.0
3.5 158 8. Latin-America: Non-tropi-
cal agricultural countries. 920 | 1,558 398 556 516 | 26| 2.1
4.9 3904 9. India, Burma and Cey!on.‘. 1,061 | 1,796 594 791 597 80| 24
3.8 125.7 10. South-East Asia,asrecorded.] 1,228 } 2,080 664 912 841
Adjustment for freight, etc. 16 27 13 16 20
Total,.ovveevenennnnn.. 1,244 | 2,107 677 928 81| 85| 35
N 100.9 t1. Japan, Korea, Formosa....| 1,071 | 1,814 742 | 1,125 798| 30| 33
16.6 491.5 12. Chinaand other continental
Asiatic countries. ....... 1,461 | 2473 914 | 1,051 | 1,104 )| LI | 4.5
21.2 169.0 13.0LS. S Reeenniniee e 491 831 210 256 268 ) 14| 1.1
21 202.9 14. Continental Europe: Indus-
’ trial countries........... 10,565 17,889 | 6,257 | 8,030 | 7,138 1 29.8 | 29.0
3.6 158.4 15. Continental Europe; Other
countries............... 3027 | 5125 1,772 | 2,242 | 2,169 85| 88
.5 50.6 16, Non-Continental Europe...| 5,517 | 9,342 | 3,619 | 4,918 | 4,374 | 166 | 17.8
8.5 10.2 17. Oceania, as recorded....... 903 1 1,529 545 757 760
Adjustment for freight, etc. 17 29 14 13 12
Total.......ovvveeennn. 920 | 1,558 559 770 772 | 26| 8.2
1329 2,125.6 World Total, as recorded | 34,920 {59,127 | 20,735 | 27,629 | 24,132
Adjustment for freight,
eLC. .t vr s 562 953 307 542 451
Total.............. 35,482 (60,080 | 21,042 28,171 | 24,583 100 |100

a One square km. equals 0.386 square miles.
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In Tables 2 and 3, import and export values as well as figures ’f'or area and population,
are shown for each of the geographical regions specified in the preceding chapter. Correspond-
ing information for each country is supplied in Annex I. _

Europe represented over half of the world’s trade ( 56% of rmp,orts and ‘48% of
exports in 1938), though only 4% of the area and a fifth of the wprld s population. The.
chief trading unit of the other continents was the United States,_wh:ch accounted f'or 9%
of world imports and 14% of world exports. Each of the remaining groups shown in these
tables accounts for 1-5% of world trade.

Table 3.
WorLD EXPORTS OF MERCHANDISE, BY GEOGRAPHICAL REGIONS.
Adjusted dollar figures. “‘Frontier values”.

Percéntage
$ (000,000%) distribution
Area [ Population Group
Square km 1937 1928
000,000's) | (000,000's ] .
( ¢ ) 1928 | nmew $ | 1935 | 1937 [ 1938 | 1928 1938
gold
5.8 349 1. North Africa............. 576 977 473 481 417| 1.8 19
4.1 15.6 2. South Africa, asrecorded. . . 270 457 187 29, 233
) Adjustment for freight, etc. 2 3 3 -3 3
Total......coceeneaa... 272 460 190 296 2361 08 1.1
204 103.7 3. Other Africa.............. 457 773 359 560 368 1.4 17
103 11.5- | 4. Northern North America, :
- asrecorded............. 1,406 | 2,381 769 | 1,048 880
Adjustment for freight, etc. 48 81 29 39 35
Total......coovvinnne.. 1,454 | 2,462 798 | 1,087 915 | 44 4.2
9.4 132.1 5. United States, as recorded. .| 5,029 | 8,515 2,243 | 3,299 | 3,057
- Adjustment for freight, etc.| 135 229 51 10| . 55
Total.................. 5,164 | 8,744 | 2,294 | 3,309 | 3,112 | 168 142
71 41.5 6. Latin America: Mineral- )
producing countries...... 904 | 1,531 668 938 834 | 28 38
104 709 7. Latin America: Tropical
agricultural countries....| 1,125 | 1,904 615 802 677 | 3.4 81
35 15.8 8. Latin America: Non-tropical
agricultural countries....| 1,155 | 1,956 588 845 510 | 856 23
49 3904 9. India, Burma and Ceylon..| 1,356 2,295 678 | 1,057 733 42 338
3.8 125.7 10. South-East Asia.......... 1,521 | 2,576 911 | 1,419 | 1,000.| 47 46
0.7 100.9 11. Japan, Korea, Formosa.. .. 917 | 1,553 735 942 817 28 8.7
16.6 4915 12. Chinaand other continental
Asiatic countries.....,.. 1,232 | 2,085 680 867 187} 88 88
21.2 169.0 13.U.S.S.R................ 413 699 326 335 257 13 1.2
21 2029 14. Continental Europe: Indus-
trial countries........... 9,159 | 15,508 | 5275 | 6,810 | 6,173 | 28.1 28.2
3.6 158.4 15. Continental Europe: Other
countrie_s ............... 2,233 | 3,780 | 1,598 | 2,098 | 1,895 68 86
0.5 50.6 16. Non-Continental Europe...| 3,747 | 6,345 | 2,183 2674 | 24101 115 110
8.5 102 | 17. Oceania......oennn...... 930 | 1,574 | 654 889 | 76| 29 384
132.9 2,125.6 Wo_rld Total, as recorded. . .| 32,430 54,909 | 18,942 | 25,357 | 21,824
Adjustment for freight, etc. 185 313 83 52 93
Total.................. 32,615 | 55,222 | 19,025 25,409 | 21,917 |100 100
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The difference in the conditions under which trade is pursued may be illustrated by the
fact that India and China account together for 39% of the world’s population but for only
5% of its trade. The trade of these countries has been hampered by lack of economic develop-
ment, due largely to the poverty of the dense population and only to a slight extent overcome
by the penetration of foreign capital. In Japan and parts of the Netherlands Indies, the
population is equally dense (or denser); but the economic development is more advanced
and foreign trade has been very active, thanks in part to the shortness of distances from
any inland points of shipment to sea ports.

Among the sparsely populated regions, those situated in the temperate belts and consisting
largely of vast plains or plateaus deserve special mention. Canada, the Argentine, South
Africa and Australia have developed rapidly during the last few generations owing to modern
transport facilities, The growth of Europe’s population and industry was rendered possible
in part by the supply of cereals, meat, wool and other necessities from these countries which
simultaneously grew prosperous and during recent decades developed a manufacturing
industry of their own.

Table 4.
WorLD TRADE IN MERCHANDISE, BY POLITICAL GrouPs OF COUNTRIES,
Adjusted dollar figures. “Frontier values”.

N Percentage
$ (000,000°s) distribution
Area
Square km Group
(000,000's) 1928
1928 | new $ | 1935 1937 1938 | 1928 ] 1938
gold
Imports
343 British Commonwealth of Nations.....| 10,576 | 17,915 | 6,674 | 9,143 | 8,040 | £9.8 | 32.7
12.7 France and her oversea territories. .... 2,762 | 4,677 | 1973 2241 | 1,781 ]| 78| 7.#
2.1 Netherlands and her oversea territories.| 1,596 | 2,703 945 | 1,297 | 1,262 46| 6.1
24 Belgium, Belgian Congo and Ruanda-
Urundi..oovvieeninenrarcicanssans 935 | 1,584 645 973 802 26| 3.8
2.9 Italy and her oversea territories....... 1,221 | 2,068 738 884 752 | 8.4 8.1
0.8 Spain and her oversea territories. ..., . 612 | 1,037 309 177 169 17| 07
2.2 Portugal and her oversea territories. ... 176 298 142 150 153 | 06| 086
9.7 United Statesand heroversea territoriess,| 4,592 | 7,774 | 2,307 | 3482 | 2366| 13.0] 8.6
65.8 Al other countries...covvvvrarrvrnnas 13,012 ) 22,024 | 7,309 | 9,824 | 9,258 | 98.7 | 87.7
132.9 World Total............o.....oo.. 35,482 | 60,080 | 21,042 | 28,171 | 24,583 |100 |100
Population
1937
(000,000's) Exports
5349 British Commonwealth of Nations..... 8,875 | 15027 | 5226 7,105 | 5857|272 26.7
112.2 France and her oversea territories..... 2,589 | 4,384 1,533 1497 | 1,332 79| 8.1
76.3 Netherlands and her oversea territories.| 1,528 |- 2,588 889 | 13127 1130} 47| 6.2
22,6 Belgium, Belgian Congo and Ruanda-
07 317. T - 889 | 1,506 606 927 776 | 27| 85
46.1 Ttaly and her oversea territories....... 797 | 1,349 450 569 562 | 26| 2.8
26.0 Spain and her oversea territories...... 439 743 216 153 119 18| 046
16.8 Portugal and her oversea territories.... 82 139 67 91 82| 08| 0.4
145.7 United Statesand heroverseaterritoriess.| 5,320 | 9,007 | 2,388 | 3461 [ 3,228 | 168 | 147
1,145.0 All other countries. ....c..cvveanna... 12,096 | 20,479 | 7,650 | 10,294 | 8,831 | 87.1 | 40.8
2,125.6 World Total.......oovvirinncraans 32,615 | 55,222 | 19,025 | 25,409 | 21,917 |{f00 |100

# The United States oversea territories considered in this table are the Philippines, the Panama Canal Zone, Guam and Samoa.—
, Hawaii, Porto Rico and the Virgin Islands are included in the statistical territory of the United States.
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The Asiatic part of the U.S.S.R. forms another large and scarcely populated area.
The foreign trade of the U.S.S.R. as a whole, however, has remained extremely small even
after the recent development of its manufacturing industry; this country is indeed an
almost self-contained economic unit.

The European colonial powers and the United States together with their oversea domin-
ions, colonies and other territories represented about three-fifths of the world’s trade in
1938, about half of the world’s area and 46% of its population (Table 4). Roughly half
the trade, area and population of these “Empires” was contributed by the British -Com-
monwealth of Nations. The “Empires” link mother countries—the majority of which are
relatively small in area and have a dense population, a highly developed industry and an
excess of capital savings available for oversea investment—with more or less distant over-
sea territories in earlier stages of economic development (see Table 5). The British Com-
monwealth of Nations in particular is highly differentiated, including as it does a mother

N

Table 5.
DEeTAILS OF THE MERCRANDISE TRADE OF CERTAIN ‘EMPIRES”.
Adjusted figures. ‘‘Frontier values”.

$ (000,000's)
Area Popula-
Square tion Imports Exports
km. 1937 Group or Country A
(000,000’s) [(000,000’s) ]
. 1928 1928
1928 |new $| 1935 | 1938 | 1928 | new $| 1935 | 1938
gold gold
- R '| British Commonwealth of l
. Nations:
0.2 475 United Kingdom....... 5,209 | 8,820 | 3,425 | 4,161 | 3,504 | 5,933 (2,073 (2,277
0.1 29 Ireland.............. ..| 288 488 182 ( 200 219 370 9 | 116
19.9 30.8 Oversea Dominions®. .. .| 2,650 | 4,488 | 1,574 | 2,047 | 2,562 | 4,340 (1,554 |1,794
49 3817 India and Burma..... .. 912 | 1,545 499 505§ 1,207 | 2,043 | 584 | 633
9.2 70.0 Other oversea territories.| 1,517 | 2,574 994 | 1,127 | 1,383 | 2,341 | 919 1,037
34.3 5349 Total Commonwealth. (10,576 ({17,915 | 6,674 | 8,040 [ 8,875 (15,027 (5,226 (5,857
France and her oversea
territories:
0.6 420 France................ 2,097 | 3,551 | 1,393 | 1,322 | 2,041 | 3,456 (1,026 | 876
28 16.5 Algeria, Tunis and
French Morocco.....:..| 343 581 3471 249 264 447 | 266 | 244
9.3 53.7 Other oversea territories.| 322 545 233 210 284 481 | 241 | 212
12,7 112.2 _ Total............... 2,762 | 4,677 | 1,973 | 1,781 { 2,589 | 4,384 (1,533 |1,332
Netherlands and her over-
sea territories:
0.03 8.6 Netherlands. . ......... 1,078 | 1,826 635 776 786 | 1,331 | 458 | 568
21 67.7 Oversea territories. .. ... 518 877 310 486 742 | 1,257 | 431 | 562
2.1 716.3 Total............... 1,596 | 2,703 945 | 1,262 | 1,528 | 2,588 | 889 1,130

Note. For figures for imports and exports in 1937, see Tables 9-11.
8 Of the trade values given, the following amounts represent adjustment for freight ete.:

British Commonwealth of Nations {Oversea Dominions): 1928 nev:gszgold 1938 1938
Imports. vviiinnninneraeas 140 237 100

.......................... 131

EXDOTtB. v eseetiantrasienntranrrrnsn e 50 84 32 38
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country rich in capital, dominions with extensive productive areas in the temperate belts,
and vast tropical areas with dense populations. The cheapness with which seaborne transport
is effected over long distances naturally helps to render countries of so different a structure
complementary to each other.

Composition of Trade,

A rough indication of the composition of the trade of different regions may be obtained
by splitting imports and exports, according to the so-called Brussels Classification (of 1913),
into the following categories: (i) Foodstuffs and live animals;* (ii) Materials, raw or
partly manufactured; (iii) Manufactured articles. In the following we shall refer to the first
two of these groups under the shorter denominations “Foodstuffs” and “Raw Materials.”

Any distribution of trade according to a restricted number of categories must fail to
reflect the complexity of international trade, composed as it is of thousands of articles
representing different stages of manufacture. The line of demarkation between raw materials
and manufactured goods in the above classification is naturally arbitrary—yarn, for example,
is included among manufactured goods but refined mineral oils among raw materials. Under
foodstuffs are included, besides raw articles of foods, factory-produced goods such as refined
sugar and canned meats, and also vegetable fatty oils, in spite of the fact that such oils are
also used for technical purposes.?
~ Until the Brussels Classification was replaced in the course of the 'thirties by the more
scientific and more detailed classification prepared by the League of Nations Committee of
Statistical Experts,® the chief trading countries recorded the distribution of their trade
according to the groups referred to above. More or less exact calculations of the same kind
have been made for other countries. On the basis of this information data concerning world
trade in each group have been calculated (Table 6). The dollar figures in this table have been
adjusted in the same manner as those in the preceding tables but rounded off to nearest ten
million (owing to the difficulty of making a precise calculation). The last year given in this
table, it will be noted, is 1937, since the information available for 1938 was too scanty to
permit of an exact calculation for that year,

A rough check on the calculation is afforded by the fact that the distribution amongst
the three groups considered is very similar for imports and exports and that in practically
all the cases the import values exceed the corresponding export values by an amount which
as a rule would seem to equal probable transport costs included in import returns but not in
export returns. In the case of manufactured articles exchanged in 1937, however, the differ-
ence in question (3%) is too small to account for transport costs.

The division of trade between the groups is naturally affected by variation in price
relations.* But there was no great difference between relative prices in 1928 and 1937; and
the chief differences in the percentage distribution of trade between these years undoubtedly
reflect a real change in the composition of trade. The figures indicate a heavy decline in the

1 The Brussels Classification specifies ‘Live animals” as one category and "“Foodstuffs” as another. It has been thought
appropriate to group these two categories, as live animals represent a very small share of world trade (about 1.5% in 1928 and 0.5%
in the late 'thirties) and as the animals sold are intended largely for slaughter.

t Anima)l fatty oils, on the other hand. are counted as raw materials, though certain such oils are used In the manufacture
of foodstuffs.

8 ¢f. the “Minimum List of Commodities for International Frade Statistics,” prepared in 1935 by the Committee of Statistical
Experts of the League of Nations. Figures concerning the distribution of trade according to this list, however, are available only for
25 countries and generally cover only & limited number of years of the late 'thirties. For more details, sec International Trade Statistics,
1038, (Ser. L.o.N.P, 1939, IL A, 21.)

4 For figures concerning the movement of value, prices and quantum of trade in each group of commeodities from 1929 to 1938
inclusive, see Review of World Trade, 1938, page 6l. .
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Table 6.

CowmposiTioN of WorLD TRADE IN MERCHANDISE.
Adjusted figures. “Frontier values”, dollar figures rounded off to the nearest ten million.

Percentage
$ (000,000's) : distribution
1928 1928 1935 1937 1928 1935 1937
new $ gold
" Imports
Foodstuffs and live animals........... 9,120 15,450 5,120 6,430 257 243 228
Materials, raw or partly manufactured.| 12,830 21,730 8,100 11,550 36.2 38.6 41.0
Manufactured articles................ 13,530 22,900 7,820 10,190 38.1 37.2 86.2
Total..ooviiviiienannciiiiinans 35,480 60,080 21,040 28,170 | 100 100 100
Exports
Foodstuffs and live animals........... 8,310 14,080 4,480 5,610 2546 235 22.1
Materials, raw or partly manufactured.f 11,390 19,280 7,150 9,920 349 37.6 39.0
Manufactured articles................ 12,910 21,860 7,400 9,880 396 38.9 38.9
Total......ovviiiii e, 32,610 55,220 19,030 25,410 | 100 100 100

trade in foodstuffs and a smaller decline in manufactured goods, but a considerable increase
in raw materials. These changes are due in large part to the active demand for raw materials, )
particularly on the part of the United States, that prevailed in 1937. In a way, 1928 and 1937
are comparable years because both are boom years; but while 1928 is fairly representative
of the late "twenties, 1937 is by no means representative of the late ’thirties.

From the more detailed information contained in Table #," it is evident, however, that
there was during the ’thirties in numerous countries a marked shift in trade from food-
stuffs to raw materials. The share of foodstuffs in the exports of “Northern North America”
fell between 1928 and 1937 from over half to less than a third, owing to smaller Canadian
wheat exports, while that of raw materials increased from 22 to 40%. In the United States
too, the reduced outlet for wheat affected exports of foodstuffs adversely, though this change
in the composition of exports was accompanied by a rise in the share of manufactured goods,
following a secular trend, rather than in raw materials. In the mineral-producing Latin
American countries, raw materials encroached upon the share of foodstuffs exported owing
largely to increased sales of mineral oils from Venezuela and Curacao. In the tropical agri-
cultural regions of Latin America, the share of foodstuffs in exports fell from 80% to 69%
and that of raw materials rose from 18% to 30% as such products as cotton and sisal hemp
began to replace coffee—in the case of Brazil, for example, the share of cotton in exports rose
from 1% in 1928 to 19% in 1937. A similar development took place in South-Eastern Asia,
where the share of foodstuffs in exports fell from 41% to 2 5% while that of raw materials
increased from 54% to 71%. To substantiate this change, it may be mentioned that in the
Netherlands Indies sugar fell from 24% of exports in 1928 to 5% in 1937 while petroleum
oils. rose from 9% to 22%, and that in Thailand rice fell from 71% to 47% of exports
whll? rubbe.r rose fr?m 1% to'15% and tin ore from 8% to 23%. In the exports of the
non-industrial countries ?f Contln.ental Europe too, raw materials expanded at the expense of
foodstuffs—a reorientation due in large part to the attempts of Germany to turn South-

1This Table ahould be studied in conjunction with the figures for area and population supplied in Tables 2 and 3



PERCENTAGE COMPOSITION OF MERCHANDISE TRADE, BY GRoOUPs OF COUNTRIES.

Table 7.

a: Foodstuffs and live animals.

b: Materials raw or partly manufactured.

¢; Manufactured articles.

23

Groups of countries

-

1. North Africa....ceceevnriarannanann.

2. South Africa......cconviiiiiaiinncnas [

3. Other Africa........ s e

4. Northern ‘North America....oune......

5. United States....... .vu.s rimenesnaes

Latin America:

6. Mineral-producing countries ........

7. Tropical agricultural countries.......

8. Non—tropica;l agricultural countries. . l

9. India, Burma, Ceylbn

Groups of
commodities

[

Total

nowe

Total

oo

Total

[ -2

_ Total

oo

Total

0 o

Total

oo

Total

[ -

Total

oo

Total

1928

21
17
62

100

12
10
78

100

20
10
70

100

17
28
55

100

25
50
25

100 .

15
19
66

—

100

24
12
64

100

13
20
67

100

19
12
69

100

Imports
193§

21
19
60

100

100

17
33
50

100

32
47
21

100

11
27
62

100

21
14
65

100
12
20
68

100

15
17

100

1937

21
21
58

100

10

100
19
73

100

15
32
53

100

29
5
20

100

1
27

62

100

20
13
67

100

11
19
L)

100

15
20
65

100

. Exports
1935

1928

36
59
§

—

100

17
76
7

100

39
61

100

51
22
27

100

15
43
42

100

13
85
2

—

100

80
18
2

100

63
34
3

100

25
51
24

100

49
47
4

100

26
69
5

B ]

100

33
64
3

100

38
35
27

s

100

9
47
4

160

89

100

74
24

100

58
39

100

29
49

22

100

1937

42
54

100

28
63

100

36
62

100

32
40
28
100
42
50

100

90

100

69
30

100

62
35
100
30
" 49
21
100
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Table 7—Continued.

PERCENTAGE COMPOSITION OF MERCHANDISE TRADE,

a: Foodstuffs and live animals.

b: Materials raw or partly manu

¢: Manufactured articles.

factured.

By Groups oF COUNTRIES.

. ! Groups of
Groups of countries commodities

a
10. South-East Asia.........oeeviinaee - b
c

Total
a
11. Japan, Korea, Formosa............. vee b
' c

Total
12. China and other Continental Asiatic { g’

COURLTIES. e e v e vasansanmmeonsaansnns

c

Total
a
13. USSReruirecreersnrsnenvnreansacsss b
¢

Total
a
14. Continental Europe: Industrial countries. b
¢

Total
a
15. Continental Europe: Other countries. .. b
c

Total
' a
16. Non-Continental Europe.........c0vvs b
c

Total
a
17. Oceania..coeeianriineiisninnrases vee b
c

Total

1928

24
22
54

100

12
64
24

—_—

100

23
22
55

100

10
43
42

J—

100

27
48
25

100

20
31
49

100

17
74

100

Imports
1935

21
25
54

100

7
78
15

100

20
20
60

—_—

100

14
43
43

100

23
51
26

100

14
36
50

100

45
37
18

100

7
18
75

100

1937

17
27
56

100
74
21

100
14
18
68

100
12

50
38

100 |

23
54
23

100
13

39
48

100

41
41
18

—_—

100

8
18
74

—_—

100

Exports

1028 1935
41 32
54 63
5 5
100 100
9 11
43 22
48 67
100 100
21 25
52 53
27 22
100 100
21 -18
63 64
16 18
100 100
13 12
23 24

64 64
100 100
54 47
33 37
13 16
100 100
11 10
14 18
75 72
100 100
44 49
54 48
2 3
100 100

1937

25
7
100
11
19
70
100
27
53
18
100
24
58
18
100
11
26
63
100
43
39
18
100
10
18
72

100

- 45

51
4

I
A

100

Eastern Europe into a source of supply for oilseeds, textile fibers, etc. In the case of these
countries as well as tropical Latin America and South-East Asia, the reduction in food
exports coincided with a heavy decline in imported foodstuffs—an indication that the pro-
duction of foodstuffs became more adapted to domestic requirements and that the dependence

upon foreign trade lessened.
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The decline in food exports from agricultural countries naturally had its counterpart
in reduced imports of foodstuffs into industrial countries. Thus the share of foodstuffs in the
imports of Non-Continental Europe fell from 45% to 41% and in those of the industrial
countries of Continental Europe from 27% to 23% while the share of raw materials in the
imports of both these groups increased.

The greater self-sufficiency of various countries in food products must in part be attrib-
uted to the disorganization of international trade that began in the late 'twenties, accompanied
by a pressure upon the balance of payments of numerous countries and thus inducing them
to take steps with a view to reducing imports of goods which could be produced at home. In
practically all countries the production of essential products can be increased (at a cost)
and imported foodstuffs be replaced by -domestic, even if the latter are not of the same kind.
The production of industrial raw materials is far more specialized and as a rule does not
readily respond to protective measures, quite apart from the fact that countries have generally
been unwilling to worsen the competitive position of their manufacturing industries by
imposing measures raising domestic prices of raw materials above those prevailing in the
world market. On the other hand the importance of substitute raw materials and of raw
materials produced by scientific methods—plastics, etc.—must not be overlooked.

The general increase in protectionism during the ’thirties also affected adversely inter-
national trade in manufactured goods, a factor which contributed to enhancing the relative
importance of trade in raw materials. Naturally, the relocalization of manufacturing indus-
tries resulting from industrial protectionism tended to widen the geographical distribution
of the trade in industrial raw materials rather than to increase its volume. (In certain cases,
where manufacturing industries were established that were able to use domestic raw materials
previously exported, even a reduction in the trade in raw materials resulted.) But it will be
observed that when the population of countries which are chiefly agricultural increases,
a corresponding economic growth frequently necessitates a shift in production over to
manufacturing, and that the tendency towards industrialization in many countries is thus
only a corollary to economic growth. It is difficult to judge to what extent the recent indus-
trialization of primitive countries is due to each of two factors, seemingly so different, as the
disruption of normal trade through the rise in trade barriers and normal economic develop-
ment, It appears, however, that competitive conditions in manufacturing have been affected
by the successful development in recent decades in advanced industrial countries of a technique
of production depending to a much higher extent than previously upon the substitution of
capital for labour. Undeveloped countries rich in man power but poor in capital have found
it increasingly difficult, therefore, to achieve the industrialization upon which their economic
progress depends without having recourse to a protective trade policy. The cases are few
in which countries falling within this category have recently expanded their exports of
manufactured goods. The two Asiatic groups which include India and China, with their
dense populations and abundant supply of cheap labour, recorded an export of manufactured
goods—chiefly textile products—of about a fourth of their total exports in 1928 but only
about a fifth in 1938. In the case of India—whose trade was not, like that of China, greatly
affected by war—the decline is worthy of note since it occurred in spite of the simultaneous
expansion of the domestic manufacturing industry. It appears that this expansion, rendered
possible by tariff protection, was pursued at the expense of imports of manufactured goods,
which declined from 69% to 65% of the import value, but did not improve India’s competi-
tive power in foreign markets.
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On the other hand, we find sparsely populated areas with an advanced manufacturing
industry, developed with the help of a plentiful capital supply but not competitive in external
markets, owing largely to high labour costs. Thus in the non-tropical agricultural countries of
Latin America, and in South Africa and Oceania—groups dominated by the Argentine, the
Union of South Africa and Australia—we find that manufactured goods represent from
two-thirds to three-fourths of imports but only'a few per cent of exports (¢f. Diagram 1),
_ in spite of the existence of a manufacturing industry developed behind the shelter of pro-
tective tariffs. In “Northern North America” {dominated by Canada) which in certain
respects is similar to the groups now mentioned, manufactured goods accounted for over
a fourth of exports. Canada’s manufacturing industry, however, located in the rather densely
populated southeastern fringe of the country, is largely integrated with that of the United
States,

f}

Diagram 1.

PERCENTAGE SHARES OF MANUFACTURED GOODS IN MERCHANDISE
IMPORTS AND EXPORTS IN 1937.

«— JIMPORTS I BXPORTS —>
100% 5 So% 25% 0 2 sk 75% 1008
16. NONCONT. BUROPE ; - Z

5. U. 5. A,

t1. JAPAN, KOREA, FORMOSA

14. CONT. EUROPE: INDUST. [ - -

13, U. 5. 8. R.

15. CONT, EUROPE: NON-INDUST.

4. N, NORTH AMERICA .

10, SOUTH-EAST ASIA

’ !
6. LATIN AMERICA: MINERAL PROD,

g | 9. INDIA, BURMA, CEYLON
7+ LATIN AMERICA: TROP, ACR.
12. CHINA & OTHER CONT. ASIA

8+ LATIN AMERICA: NON-TROP. AGR.

1. NORTH AFRICA

3. CENTRAL AFRICA

17, oCEANIA

2, 'SOIU'I’H AFRICA} i
25% 50% 5% . 100%
N 3S

Note, The f
numbered a3 in _i‘.'l‘:)“lg’,’." countries are arranged in the order of the percentage shares of manufactured goods in imports and

Northern and Central Africa, and the mineral producing and tropical countries of Latin
America recorded a very high proportion of manufactured goods in their imports but almost
no exports of such goods during the years considered in the table, In the tropical colonial
areas there are, of course, hardly any manufacturing industries, and in several countries the
development of such industries is hampered by the scarcity of capital or labour of a kind that
can easily be absorbed by industry, or by the fact that the domestic market, even if protected



27

from outside competition, is not sufficiently large to permit of large-scale production. In
certain countries, however, where conditions are more favorable—for instance, Brazil—
industrialization has recently made rapid progress.

PERCENTAGE COMPOSITION OF MERCHANDISE TRADE, BY PoLrTicar, Groups OF COUNTRIES.

Table 8.

a: Foodstuf’s and live animals.

b: Materials raw or partly manufactured.

¢: Manufactured articles.

Groups of countries

British Commonwealth of Nations..........
France and her oversea territories. . ........

Netherlands and her oversea territories......

Belgium, Italy, Portugal and Spain and
their oversea territories.......cveeuunven

United States and her oversea territories. ...

Rest of Worlde..ovuueeienieeeunnaneenes

Groups of
- commodities

——
oow

Total

——,
oo

Total

——f—,
newe

Total

—pr——
oow

Total

pr—n—
noe

Total

a
b
c

Total

1928

32
26
42

100

23
46
31

100

23
31
46

100

25
43
32

100

25
49
26

—

100

22
36
42

100

Imports
1935

31
30
39

100

28
41
31

100

18
33
49

——

100

13
48
34

100

32
45
23

100
17
42
41

100

1937
28
33
39

100
25
48
27

100
16
37
47

100
21
50
29

100
29
49
22

100
16
43
41

100

1928

26
32
42

100

23
22
55

100

42
39
19

100

26
29
45

100

16
43
41

100

28
37
35

100

Exports
1935

25
36
39

100

33
25
42

100

30
52
18

100

27
31
42

100

11
47
42

100

23
38
39

100

1937

24
40
36

100

32
31
37

100

27
57
16

100

21
35

100

10
42
48

100

23
37
40

100

Of the geographical regions considered in this volume only four—Non-Continental
Europe, Industrial Continental Europe, the United States and Japan with Korea and
Formosa—are net exporters of manufactured goods. These groups, however, represented
together 62 % of world imports and 54% of world exports in 1937. With a proportion of
manufactured goods of less than 25% in imports and from 50% to 75% in exports, these
groups stand out clearly from the others in Diagram 1. A considerable portion of their
trade in manufactured articles represented exchange amongst themselves and, in the .case
of Industrial Continental Europe, amongst the countries within that group. As Table 7
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shows, the very high percentage of manufactured goods exported by Japan, Korea and
Formosa is a recent phenomenon—between 1928 and 1937 this share rose from 48 to 70%
while that of raw materials fell from 43 to 19%. '

The trade of the “Empires” consisting of countries commercially more or less comple-
mentary to each other naturally shows much smaller discrepancies in composition than
that of the geographical regions considered above. The trade of the British Commonwealth
of Nations, as shown in Table 8, does not differ substantially in composition from that of
the world as a whole. Within each “Empire,” on the other hand, the discrepancies are very
marked. The mother countries are naturally the chief exporters of manufactured articles,
and the chief importers of primary goods (see Tables g-11 which should be studied in
conjunction with the area and population data in Table 5).

Table 9.
Britisa CoMMONWEALTE OF NATIONS: PERCENTAGE COMPOSITION OF MERCHANDISE TRADE.

a: Foodstuffs and live animals.
b: Materials raw or partly manufactured.
¢: Manufactured articles.

Groups of Imports Exports
Groups of countries commodities 1928 1935 1937 1928 1935 1937

a 45 45 40 11 11 10
United Kingdom and Ireland.............. b 33 37 42 14 18 i8
c 22 18 18 75 71 72
Total 100 100 100 100 100 100
. a 13 . 1 11 46 41 37
Oversea Dominions...........ccocvvvnnnn.. b 22 22 22 38 43 46
c 65 67 . 67 16 16 17
Total 100 100 100 100 100 100
) a 14 10 12 21 24 26
Indiaand Burma.................cccet.... b 11 16 21 53 52 51
¢ 15 74 67 26 24 23
Total 100 100 100 100 100 100
a 26 22 20 31 31 29
Other oversea territories................... b 23 23 24 53 57 63
c 51 55 56 16 12 8
Total 100 100 100 100 100 Ia;

a 32 3 28 26 25
Total Commonwealth................. l b 26 30 33 . 32 36 iﬁ
[ 42 39 39 42 39 36
Total 100 100 100 100 100 100

During the period covered by the tables, the composition of the trade of “Empires”
}mderwent significant changes which can be accounted for only by a study of the geograph-
ical distribution of imports and exports. As economic relations between mother courtry
and oversea territories in many cases tightened as a result of measures of commercial or
monetary policy, those with outside countries loosened. Thus, the expansion between 1928



FRANCE AND HER OVERSEA TERRITORIES: PERCENTAGE COMPOSITION OF MERCHANDISE TRADE.

Table ro.

a: Foodstuffs and live animals.

b: Materials raw or

¢: Manufactured articles.

y manufactured.

29

] Groups _o.f Imports Exports
Countries commodities 1998 1935 1937 1928 1935 1937
a 24 30 26 13 17 15
T b 57 53 59 19 23 29
P 19 17 15 68 . 60 56
Total 100 100 100 100 100 100
o a 21 26 28 66 i 70
Algeria, French Morocco, Tunis............ b 14 14 14 27 19 26
c 65 60 58 7 4 4
Total 100 100 100 100 100 100
a 18 17 17 61 54 52
Other French oversea territories............ b 11 9 12 37 42 44
. c 1 74 7 2 4 4
Total 100 100 100 100 100 100
a. 23 28 25 23 33 32
0 SO b 46 41 48 22 25 3t
c 3t 31 27 55 42 LY
il Total 100 100 100 100 100 100
Table 11.

NETHERLANDS AND HER OVERSEA TERRITORIES: PERCENTAGE COMFPOSITION CF MERCHANDISE TRADE.

a: Foodstuffs and li\'re animals.

b: Materials raw or partly manufactured.

¢: Manufactured articles.

Countries

...............................

Groups of
commodities

1928

24
37
39

100

19
21
60

100
23

" 31

46

100

Imports
1935

17
36
47

100

19
26
55

100

18
33
49

100

1937

18
42

100

13
27
100
16
37
47

100

1928

47
19
34

100

38
60
2

100

42
39
19

100

Exports
1935.

37

30°

33
100

23
75
2

—

100
30

" 82

18

100

1937
37
31
32

100
17
81

100
27
57
16

100
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and 1937 of the exports of France to her oversea territories, particularly of manufactufed
goods, was accompanied by a reduction in French exports of such goods to other .countrzes,
especially in Europe, and the share of manufactures in French total exports declined fr_orn
68% to 56% (Table 10). A similar though less marked tendency affected the United
Kingdom exports of manufactured goods.

Trade in Certain Products.

It is not possible in this volume to show in detail the dependence of the groups considered
above upon particular commodities. But the salient facts concerning the trade in the more
important foodstuffs and raw materials can be summarized quite briefly.

Table 12 shows the total export value in 1938 of twenty-three such products, each of
which exceeded $100 million, divided among nine groups of countries. As the last two lines
of the table show, these products represent about a third of world trade.

Table 12.
WorLp Exprorts oF TWENTY-sIX Propucts 1N 1938 1v § (000,000's)2.

Conti- | United | British | pryish | French | Nether- | pegt

Products g{gtg‘} A;l;x:ggab nental Kn;:%om ig%mal:;l Colenial | oversea o':é“rg:a ofld Total
Europe Ireland India Empire | territories territories wor

22 78 17 — 88 37 2 — 154
56 —_ 242 183 10 2 4 1 32 530
112 293 —_ — 7 — 8 23 148
7 59 77 — 171 1 16 —_ 40 442
—_ 83 42 18 277 3 6 —_ 6 435
122 12 40 4 — 53 — 115 438 394
156 17 121 -_— 12 11 2 20 20 359
121 36 13 28 12 25 59 340
87 70 55 2 48 44 — —_ 19 325
1 3 164 11 121 — — 304
56 17 19 3 — 17 —_ 122 64 208
- 5 — — 1 176 18 74 13 287
_— 225 2 —_ 1 11 7 9 263
1 109 14 2 92 1 2 _ 1 222
95 57 24 -_ 12 2 16 — 14 220
. 17 4 136 14 43 — —_ — 216
. — — — — 87 62 1 31 21 202
. 8 2 15 — 86 10 30 — 46 197
. 2 4 ug — 4 9 1 —_ 149
crrrgraee . — - — — — —_ — 116 124
Wheat, flour. .. R 23 4 30 9 41 1 4 _ 15 127
Tin (metal)...........0... — 1 3z 12 7 55 1 6 9 123
Citrous fruit.............. 20 7 42 -—_ 6 21 2 -— 5 103
Total (23 producta)......| 1,061 1471 1,237 271 1,135 T 565 138 409 721 6,708
Exports of all goods. .....| 3,057 1,738 8,065 2,393 2.389 881 455 562 2,284 | 21,824

& As It did not prove possible to calculate “frontier values™ for exports of individual articles, the figures in this table represent recorded
values, The “frontier valuea” of certain of the products of the United States and the group "' British Dominions and I‘:)dia" would be
alightly higher than indicated.

b Excluding oversea territories of the United Kingdom, France, and Netherlands.

It is surprising to find Continental Europe accounting for a higher aggregate export
value of these crude products than any of the other groups. Continental Europe owes this
position to its big intra-trade in two mineral products (coal and iron ore) and to its export of
butter and pork to the United Kingdom—an export rendered possible by large imports of
vegetable foodstuffs from other continents. The United States, Latin America and the British
Dominions together with India each recorded an export of the articles considered well above
one milliard dollars. The United States was the chief supplier of cotton, petrol, tobacco and
maize, Latin America of crude petroleum, coffee, sugar and beef, the British Dominions of
wheat, wool and rice, and the British Colonial Empire of rubber and tin. Even in the case of
groups of countries as comprehensive as those considered in the tables, the export trade is



3t

characterized by a remarkable degree of specialization on particular commodities and a con-
sequential interdependence of the groups.

The nature of the interdependence of different areas can be better understood if smaller
groups of countries geographically rather than politically related are considered. Tables 13-15
show the percentage distribution of world imports and exports by weight in 1938 of fifty-two
commodities (including the twenty-three considered in Table 13) among the seventeen groups
considered in Tables 2 and 3.* These commodities represent together 36% of total world
exports and about 60% of world exports of foodstuffs and raw materials. The first of these
tables (No. 13) refers to products other than oilseeds, fatty oils and fertilizers which may
with advantage be considered apart. Whether a group has an export or import surplus in any
particular commodity can generally be judged by a simple comparison of its figures for that
commodity, as the import and export totals correspond as a rule accurately enough.

The concentration of both imports and exports within certain groups of countries is very
marked. Thus, in the case of twelve of the thirty-two products considered in this table, the
largest importing group absorbed over half of world imports, and in the case of ten products
the largest exporting group supplied over half of world exports. The following figures show
in more detail this concentration of trade on the largest and the two largest importers and
exporters of each article.

Number of Articles

Percentage Imports Exports
ghare in Largest Two largest Largest Two largest
world market Group Groups Group Groups
0-30 4 - 5 -
n-50 16 2 17 5
51-70 - 8 9 5 12
71-80 3 14 3 6
81-90 1 4 - 7
91-100 - 3 2 2

These figures suggest that the geographical concentration of trade in primary goods is
at least as marked in imports as in exports. We might have expected it to have been less
outstanding in the case of imports, as there are obviously many products which can be
produced economically only in certain areas but are objects of universal consumption and
demand. It should be observed, however, that the groups differ in importance and that the
three groups that were the chief importers of primary goods (Nos. 5, 14 and 16) represented
well over half of world imports. Further, it may be that the figures understate considerably
the real concentration of exports. Each of the articles in Table 13 embraces several qualities
or grades, of which each is frequently characteristic of a particular exporting country or
group. Thus, in the case of cotton, the United States supplies the great bulk of the “middling”
qualities, while long staple cotton is obtained chiefly from Egypt and short staple cotton
from India and China. Accordingly, if each quality of cotton had been shown separately in
the table, we should have found the concentration of exports of that commodity much more
marked than the table suggests. On the other hand, each importing country with a developed
cotton industry is likely to demand a variety of qualities of raw cotton, though the proportions
naturally vary from country to country. A similar reasoning applies to several of the articles
shown. ‘

1 Total quantities imported and exported are not shown in Tables 13-15 but may be oblained by adding the respective figures
for the “*‘Anglo-American Group” and the “Rest of the World” in Table 41.
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Table 13.
DISTRIBUTION OF TRADE IN CERTAIN PRODUCTS IN 1938.
Nofe. The groups 1-17 numbered in the top of this table are those defined in Tables 2 or 3.

world exports of the products concerned

Percentage share of each of Groups 1-17 in the weight of world imports and

World Imports (1)
Products $ (000.000°s) | Exports (E)
(000.000° 1 2| 3 4 s 6 | 7 8 o |10 |11 |12} 15| 1415|1617
Beef and mutton......... 222 {{; - 3 DL I Rl B B (Sl R U EEY Bl Bl IS Bl B3 s
1 1| = =1 1 4| — 1| =1 -1 1 1|l =] = 1w0]| =1 8| —
POrK..vvevserenrennsenns 216 {& 2zl a1z 2SZ= = =2 = o|eo] 7| 8
I 1| — 1| == =] 1} - 1 1| — 1| —| 16| =] 18| —
Butter....... ceirsesens 304 {E 1| — 1| =} = = — 1 1| -] =)= —1 14] 90 31 3
13
I 1 1| — 1 1 2 8| — 1| —| -1 = 1] 33| 10| 40 1
Wheat....coconeennes s 442 {E 2 —_ — 22 17 — — 14 3 — — i 9 2 12 —_ 18
I 61 —| 8 2] —| 3| 12} 1 2| 12| —}F 23| — 8 s | 17 1
Wheat flour..... crinress 127 {E 2l — | — | 14 9| —| = 4 3 1| 13 1 2 9 3 4| 25
1 1 —_ - 3| —| =] = = | — | — 1 — | sl 8 | 33 -
Malze.coiiierivannrenens 220 {E _ 3 4| —| 42 — 2 29 | — 7| — 3 —_— ]| = —
I 2 1 4§ — 1 4 27| 24| —| ¢ 1| 20| 3 2| 1
Ritt.coviisvvrsonnesnsans 197 {E 1 —_— — — 1 1 48 410 i 1 — 5 —_— —_— —_—
I —| =]~ 3] s6 1| = 7| = —| — —_ 17 2| 13 1
Bananas....... breasieas 50 {E 4 2 4 — —_— 16 73 —_ —_— —_— — —_ —_ —_— — -
Citrous fruite..eeennn... I ==l =128 =l=l=t3|=]25|3 2| 37 81 3 H
rous fruit 103 {E 5 6l —| =] 18 1 13 =] —| — 3 24| ~ | 19 10 | — 1
SUBBTvvenreresnrnnnrenns I 5| —| 2 5| 31 2| —| 1 1 2| —| 6| — 1 10 6| 28 1
340 {E 1 2| 6| = 1| 5| =] =] 2| 3| —| 1 7| 1 4 7
Coffee. . iiiinercirrnnnnns I 2 1 1 1 49 = vy 2 - 1 - 1 - 33 8 1 -
263 {E | =] ol =t =] s|s|=| 1} a|—=|—=—=]| 2[—]—]—
E YN B ! s| 2| 1| af of-2] = | 1| o[ =] s| & s] 1|58 ¥
2 {E - = 2| —| —| —f —| —| 64| 17 70| —| =] =] =]
TOBACED. e erreranernnnn .. 159 I 3 = 1] —= 6f ~| — 2 2 1 1 g| — | 36| 10] 28 2
{E 2 2 1 1| 3| | 9 1 5| 10 1 3 1 2| 23 1| —
Wool.eevureenensrennen.| 438 I == 5| =|=|=|t|l=fS5]=]2("] 5|2
{E 1| —| =] =1 2 1| 21 2| —| = 1| — 6 1 3| s1
SlK.crnnrenvrrnerrnneens| 124 {{; - == 3| t|—] =] 2| 1] 3| =|—{8B8|=| 7|
-] -] =] =] = =} =] = 1] — | 78] 12| — 8 1] = —
JOte s ieiieniiininanns 46 {}; —b = = =1 6| = 4| 2} 2} =] a| 2| ajar| 7} 25| —
~t -] = =] =] | =] =[] —{ =] =] - 1] = =1 =
COtton.euunnrerenrennens 600 L = =1 2 1] - =] —1] s 1] 2 2 1| 37| 1 | -
{E 13| — 8| —| 38| 3| 10 1| 18 1| — 5| — 2 { -] —
Rubber.....ocvvvennennnn 287 {E BN Bl N BN Il el I S B I O SN Rt B B IR R
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As-was shown on a previous page, four of the groups considered consist wholly or
chiefly of highly industrialized countries: the United States (No. 5), Japan, Korea and
Formosa (No. 11), Continental Industrial Europe (No. 14) and Non-Continental Europe
~ (No. 16). Naturally these groups, and particularly Nos. 5, 14 and 16, account for the bulk

of the products in the table. Continental Industrial,Europe imported primary goods to about
the same value as the United States and Non-Continental Europe together, and its demand
was fairly evenly spread over the products shown..Thus, this group accounted for less than
10% of world imports in the case of only two out of the thirty-two products, and for over
60% in the case of one product only. In contrast, the demand of Non-Continental Europe
(chiefly the United Kingdom) and the United States was much more concentrated on a lim-
ited number of the products shown. The requirements of the United Kingdom and of the
United States were strikingly dissimilar as may be illustrated by the following figures relating
to twenty-one products (of which seventeen are included in Table 13):

Percentage share In the weight of world imports

Non-Continental Industrial
Europe, mainly United Continental

The United Kingdom importing much, the United States  United Kingdom States Europe

little: (Group 16) (Group §) (Group 14)
Pork 81 4 10
Beef and mutton 80 3 12
Butter 78 - 16
Tea 53 9 17
‘Wheat 40 1 13
Citrous fruit 36 - 7
Zinc 36 - »
Maize 33 - 5t

- Petrol 31 - 21
Wool . s 50
Cotton 19 1 37

'{1:5 United States importing much, the United Kingdom

igtie:
Silk 7 69 13
Cottonseed oil* 12 59 8
Bananas 13 56 17
Cofiee 1 49 3
Coconut oil* 1 45 14
Tin [] 40 290
Rubber. 12 33 2L
Nitrates of sodium, calcium and ammonium® . 2 28 3
Manganese ore 9 23 5t
Olive oil* 4 21 42

% Not included in Table 13 (but in Tables 14 and 15).

In view of the importance of these products in world trade, we can draw a significant
conclusion from the figures. In their demand for primary goods in the world market, the
United Kingdom and the United States both competed to a considerable extent with
the industrial countries of Continental Europe, but to a relatively small extent with one
another. In fact, as study of Table 13 will show, the United States was a net exporter of
several products which the United Kingdom imported in large quantities, for instance, wheat,
maize, citrous fruit, tobacco, cotton, petrol, pig iron and copper.

Among the exporting groups we may distinguish between those in the temperate and
those in the tropical belts. Of the temperate countries, those rich in land and sparsely popu-
lated—South Africa (No. 2), Northern North America (No. 4), the non-tropical agricul-
tural countries of Latin America (No. 8) and Oceania (No. 17)*—are outstanding exporters
of several of the agricultural products (for instance, beef, mutton, wheat, maize, wool) which

1 We may, in fact, also include the United States (No. 5) among these groups.
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found an extensive market in Non-Continental Europe, where land is scarce and the popu-
lation dense. The tropical groups—particularly Tropical Agricultural Latin America (No. 7)
and South-East Asia (No. 10)—supply certain of the agricultural products (such as bananas,
coffee and rubber) the chief market for which is the United States.

In the case of mineral products there is naturally no close connection between latitude
and the distribution of exports. But a-distinction has to be made between products that are
relatively scarce or the deposits of which-are concentrated in relatively few localities, and
those of more general occurrence. Most of the mineral products included in Table 13 are
derived mainly from the non-industrial regions, which occupy by far the greater part of the
world's area. Thus, these regions in 1938 supplied 100% of the world’s exports of man-
ganese ore, 97% of tin ore, 85% of lead, 83% of bauxite, 79% of crude petroleum and
66% of copper. For their supply of these and numerous other mineral products the industrial
areas, particularly in Europe, were therefore generally dependent upon imports. Deposits
of coal and iron are more widely distributed, and international trade in these products is.
small in relation to production. The world’s chief industrial regions depend upon more or
less local supplies of coal and iron. The share of the industrial regions in world exports of
coal was 81%, of iron ore 66% and of pig iron 68%, and the bulk of this export represented
intra-trade amongst European countries. Owing to relatively high transport costs, deposits
of coal and iron ore can be economically exploited only in or near industrial regions and
elsewhere within a limited distance from the coast. -

Oilseeds and vegetable fatty oils were omitted from Table 13 because, though relatively
numerous, the different oils can replace each other (as well as animal oils) to a considerable
extent and require to be considered as a group. The distribution of imports and exports of the
chief (but not all) seeds and oils is set out in Table 14.

Table 14.
DisTRIBUTION OF TRADE IN CERTAIN OILSEEDS AND VEGETABLE FATTY OIiLs IN 1938.
Note. The groups 1-17 numbered in the top of this Table are those defined in Tables 2 or 3,

et . (:::rga " Impo;:- ((!l;)j Percentage share of each of Groupa 1-17 in the weight of world imports and world exports
,000's) | Exports .
~ 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17
Six oilsceds (fat content)s, ) 318 {IE —2' = E —_ _1_(! _1. _l. 1—5- 1;’ 22 L -1—2- —_— 55 8 16 é
Eight vegetable oilsb. ... 149 1 s| 2| 1| 72| 25 2 — :
{& N A I O N - I I 8 R (38 (P il A N el B S O N I
Total, six oilseeds (fat con- 467 I 2 1 —_ 3
tent)and eight vegetableoils {& 3 I Rl AN I L I O TN % I O (L (v Rl B A S
2 The oilseeds idered are linseed, groundnuts, palm kernels, copra, soya beans, cottonseed. The fat content is calculated on the basis of the following percentages:

groundnuts, 28%; palm kernels, 45%; copra, 63%; soya beans, 14%; cottonseed, 15%; li -
b Linseed oil, olive oil, groundnut oil, paim oll, palm kernel oil, coconut oil, wmszaglgmdsgo%onm oll.

Trade in individual oilseeds and oils is highly concentrated. This is particularly true of
exports. Thus, Group 8 (Non-tropical agricultural Latin America) supplied 80% of the
linseed, Groups 3 and 9 together (Central Africa, and India, Burma and Ceylon) 87% of
the groundnuts, Group.10 (South-East Asia) 75% of the copra, Group 3, 88% of the palm

1“The raw materials for the heavy industries—ois., coal and iron o
T 2 , re—can, if mining fi
:hu:ount. b;e:&n;mlcallyo?mucedl:lnlg in Europe, tNlohnh America and within a mne' of, say, :%ou?l&mklmp?ggi?ﬂtls .:?xf;)mﬁog
coast parts the world. On account of the growing industrialization of the Far East, we should furth
most densely populated regions in Asia. , , . Within this zone also, phosphates may be considered as exploil:ble.'e'méfl::t:: dfr:hn:

“Development of World Production of Raw Materials” o i
Problem of Row Materials (Ser. L.o.N.P. 1937. ?I. B.I;). by Tras Hogbom, included In Report of the Committee for the Study of the
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kernels and Group 12 (China, etc.) g6% of the soya beans, Groups 3 and 10 together
94% of the palm and palm kernel oil, Group 10, 81 % of the coconut oil, and Group 14
(Industrial Continental Europe) 86% of the linseed oil entering into trade. Trade accord-
ing to the fat content of all the seeds and oils considered in the table is naturally much more
dispersed. But most industrial regions are deficient in fats, especially Industrial Continental
Europe (Group 14) which accounted for over half the net imports of the industrial regions
of the world. The chief surplus areas are tropical Africa and Asia (Groups 3, 9 and 10),
but a considerable contribution to supplies is also made by the Argentine and Manchuria
(included in Groups 8 and 12). »

Trade in the chief fertilizers is shown in Table 15. The use of fertilizers is essential
for the high agricultural yields of intensely cultivated soils, and industrial countries, par-
ticularly in Europe, rather than the typical agricultural regions, were the main consumers
and importers.

Table 15.
DisTrRIBUTION OF TRADE IN CERTAIN FERTILIZERS IN 1938,
Nole, The groups numbered in the top of this table are those defined in Tables 2 or 3.

World Imports (I) Percentage share of each of Groups 1-17 In the weight of
exports or world imports and world exports
Product $ (000,000'g) | Exports (E} 2-; Ty
1 5 6 1| 14 |as | 6| 17 |12
Nitrates of sodium, calcium and am- {I 117 28 1 1 33 13 2 1 4
TIOMA: ¢ vuvannsnasansarss cessana 57 E _— 7 4 _ 10 i8 1 -_ -
Sulphate of ammonia....cccevesienes 33 {IE 3 g —_— 28 5‘7) 2; 2§ 3 %;:
Natural phosphates................. 46 . {IE 5—4 '1—6- — 8 5: 13 — 1; 13‘,
Basicalag...viciearniiiinnisinnnass 12 {é —_— —_ —_ —_ gg 1 lf 6 1
Superphosphate......cccveinnnnnasn 11 {{‘; z 13 -_ lf % 2g § —_ 214
Potash fertilizers. .................. 55 IE 1 l; 1 7 gi ‘8 9 1 g
8 Of which Groups 9, 10 and 12 accounting for 8% each. 8 Of which Group 13: 7%, -
b Of which Group 12: 15%. d Of which Group 2: 8%, and Group 4: 10%,.

Nitrogenous fertilizers found an extensive market outside Europe, however—nitrates
in North Africa and the United States, and sulphate of ammonia in Asia (Japan, China
and tropical Asia). The chief industrial countries of Continental Europe themselves produced
their requirements of sulphate of ammonia. Chile accounted for almost two-thirds of world
exports of nitrates in 1938, in spite of the increased production of synthetic nitrates in Con-
tinental Europe. The chief source of natural phosphates—which serve as raw material for
the production of the more soluble superphosphates—is North Africa, and Industrial
Continental Europe was the chief importer and the chief exporter of superphosphates. Only
a small fraction of the superphosphates produced in Europe and elsewhere entered, however,
into iriternational trade, Basic slag, a phosphorous by-product in the manufacture of certain
typés of steel, was the object for trade chiefly between European industrial countries, and
the same is true of potash salts, found chiefly in Germany. United States imports of potash
were once considerable but fell off during the "thirties, owing partly to increased exploitation
of California deposits. g



Diagram 2.

PERCENTAGE DISTRIBUTION OF WORLD EXPORTS OF COTTON, COPPER AND
NITRATES (BY WEIGHT),

1928 A, 60% B,18% G,10%| D, 12%
1938 A,38% 8, 18% ¢ 3% %1
'A% UNITED STATES) Bt 13D14; §: BOTPE) U3 OTHER COTFTAIES
- E,
1928 a, 42% B, 29% 6, 16%| : F,18%
_ 1938 a,23% ' B, 23% |G lon| o,1% |E 2% | Foiex
Al ONITED SYATES; i CHILE) €1 BELOIAK CONOO) DI NORTHEXN REODESLA
Ei CAXADA} ¥s OTMER COUNTALRS.
B,
1920 A, 93% 312
NITRATES =
(938 A, G4% B, I7% C, 19%
“A% CHILE D: XOMWAT; C1 OTHER COURTRIRS.
nE:]

The figures in Tables 13-15, which all refer to 1938, are naturally influenced by the
violent disturbances which trade underwent during the ’thirties. During the ’twenties both
production and trade were more specialized, and a larger proportion of the various primary
products was derived from the largest producers. Diagram 2 shows the distribution of world
exports in 1928 and 1938 of three products—cotton, copper and nitrates—which were
greatly affected by the tendency towards dispersion during the intervening years. Naturally,
this tendency is reflected in a diversification of the production and the exports of individual
countries, For example, the share of coffee in the total exports of Brazil, by value, fell
from 72% to 42% while that of cotton rose from 1% to 18% and other products from
27% to 39%. In French Indo-China the share of rice in exports fell from 72% to 390% while
maize, rubber and certain other products increased in importance. Various factors—some
of them interrelated—appear to have occasioned these changes. One of the most fundamental
of these causes will be dealt with on a subsequent page.!

1 Page 92.



Direction of Trade

The Basic Statistics.

Annex IIT shows the geographical direction of the merchandise imports and exports
of practically all statistical areas of the world in 1928, 1935 and 1938. The figures, except
when otherwise indicated, represent the respective trade values as recorded in trade returns,
after conversion to United States dollars. The information is presented in considerable
detail, so as to render the Annex a convenient source for the study of trade problems other
than those that can be considered within the limits of the present volume.

It should be observed, however, that owing to discrepancies in the statistical methods
employed, the figures recorded by different countries are frequently not comparable. In
particular, the practice of certain countries of showing trade according to countries of
consignment rather than of origin or final destination, tends to obscure real trade movements.
Further, the national trade returns frequently do not show “special” trade by country but
“general trade.”” Thus most countries employing the “Anglo-Saxon system” of trade
statistics® only show the geographical distribution of their general imports and exports (i.e.,
including goods imported and subsequently re-exported). Fortunately, figures are also
available for the geographical distribution of the special trade of the United Kingdom
(imports retained in the United Kingdom, and exports of United Kingdom produce). In
view of the importance of re-exports from that country, the Annex shows the geographical
distribution of both its general and special trade. For various other inconsistencies in the
figures, reference should be made to the notes to the Annex.

The Synoptical Text Tables.

In order to facilitate the study of the figures of Annex III, totals are shown for the
distribution of the trade of the regions and continental groups considered in this volume. It
follows from what has just been said that these totals, obtained by adding the corresponding
figures for the statistical areas entering into "each group, require adjustment before being
employed in a study of the network of world trade. The result of an attempt to calculate
adjusted figures for the geographical distribution of the trade of continental groups and
regions is presented in Tables 16-17 and 20-23.

The nature of the adjustments made may be briefly described:

(1) Total imports and exports of each group or region were adjusted so as to agree with
the corresponding totals for special merchandise trade shown in Tables 1-3.

(ii) In the corresponding adjustment of the individual items making up these totals, account
was taken of the information available concerning the geographical distribution of the re-export
or other categories of trade that represent the difference between the figures for total imports (or
exports) according to Annex 1IT and Tables 1-3.

(iii) Where such information was not available, the distribution had to be estimated; this
was necessary particularly when allocating the amounts representing transport costs added to the
imports of countries not recording imported goods at their value C.LF.

1For a general description of the Anglo-Saxon and the Continental systems of trade statistics, see the Explanatory note in the
Memorgndum on International Trade and Balances of Payments, 1912-1926, Vol. IlI, Geneva, 1928 (Ser. L.o.N.P. 1927, II. 6811).
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(iv) The aim was to show imports by regions of origin and exports by regions of final
consumption. For this purpose the recorded import of each region from each other region, after
the adjustments mentioned under (ii) and (iii) above had been made, was compared with the
export figures referring to the same goods. If the import figures exceeded the export ﬁgt{res by an
amount corresponding to the assumed cost of transport from the exporting to the importing
country, this was taken as an indication that both the figures were approxima_tely correct ; other-
wise an attempt was made to bring import and export figures into harmony with each other. This
frequently implied adjustment of the export figures, particularly those of non—Eurqpean groups,
since a number of the countries of which these groups are composed record their exports by
country of consignment and attribute to the United Kingdom goods consigned to that country
but finally absorbed by other European countries (or by the U.S.S.R.). But import figures were
also subject to adjustment—owing, for instance, to the fact that certain countries of Continental
Europe attributed to the United Kingdom goods shipped or bought from that country but originat-
ing elsewhere. Finally, there were cases in which neither import nor export figures reflected ac-
curately the distribution of trade. In such cases adjustment proved more difficult, since it had to be
based on the inferences that might be drawn from the figures for trade with groups other than those
directly concerned.

(v) Owing to the precarious nature of certain of the adjustments, all the figures in the
tables were rounded off to the nearest tens of millions of dollars. _

The adjusted figures, though far superior as a basis for analysis to the unadjusted
group totals of Annex III, do not pretend to be exact. It did not prove possible, for example,
to make adjustments so as to overcome all the discrepancies between the import and corre-
sponding export figures that could not be attributed to transport costs. In fact such agreement
would not have been achieved even if the correct distribution of trade were known in all
cases. Certain shipping routes require a time for transport (that is, between the dates when
the goods are declared for export and for import) of 1-2 months or more; and if the
amount of goods en route from a country A to a country B is not the same at the beginning
and the end of the year considered, A’s recorded export to B will naturally differ from B's
recorded import from A (less the transport cost). There are, further, 2 number of other
inconsistencies causing discrepancies between import and export returns. Thus no attempt
was made to correct for over- or under-valuation of imports or exports (except in so far as
the wrong valuation was due to omission of transport costs),* nor to allow for the profit of
middlemen which, in cases where the goods are not sold directly from the exporter to the
importer, represents a special cause of difference between export and import values.

It would, however, be misleading to place too strong emphasis on the inconsistencies
and differences in statistical methods that hamper the study of the network of trade
connections. In reality the figures derived from Annex III reveal a surprising conformity
between import and export statistics referring to the same flows of trade; and the majority
of the figures in Tables 16, 17 and 20-23 did not have to undergo any adjustments other
than those required to bring the totals of imports and exports into agreement with those in
Tables 2 and 3. :

Inter- and Intra-Continental Trade Relations.

Tables 16 and 17 show trade amongst eight groups of countries which we may designate
as “continental,” though America has been split into North and Latin America, Europe into
Continental and Non-Continental, and the U.S.S.R. given as one group. While the U.S.S.R.

1 Estimates of the corrections required on account of such over- or undervaluation are available fo!
¢f. the League of Nations volumes Bolances of Payments, issued annually up {0 1938 inclusive, " & oumber of countries—
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Table 16.

DirecTION OF MERCHANDISE TRADE BY EIGAT GrOUPs OF COUNTRIES IN 1928, 1IN $ (000,000's).
“Frontier values'; origin of imports and consumption of exports; all figures rounded off to nearest ten million.

Non-
Into (To) Aftica North Latin Asia US.S.R. | Continental | Continental] Oceania Total
America America . Europe Europe
From new § new § new § new § new § new § new § new § new $
$ |gold| & |gold| $ |gold| $ gold{ $ | gold $ gold $ |gold} $ | gold $ gold
Imports
AffiCh. .l viivnnvanaan,s 110]| 200§ 130| 220 50 80 20 30 750 1,270} 350 | 610 10 10] 1,420 2,420
North Amerl veesesns| 160 27011,510 (2,560 1.030 1, 760 780 1,320 100 | 180] 1,950 3.300[1,200 (2,030 250| 420] 6,980 |11,840
Latin America.. ceen 20 40 11,210 (2,050 | 340 10 10 40 60| 1,260 2,140| 690 |§,160 — -— | 3.570 | 6,040
Asia....oiriiiia ae.| 150 240{1,390|2330| 100 160 2,220 (3,770 110| 180] 1,060] 1,320] 490| 830| 120| 200] 5.640] 9,530
USSReecueeiinrananas 10 10 20 40 —_ 70| 120 —_ —_ 240 400 90| 1S0 —_ —_— 4310 720
Continental Europe..... 700 |1,190] 980 |[1,650| 810 1.380 750 (1,260 190 | 330| 6,920 |11,720 (1,900 |3,210] 100| 180 )12,350 {20,920
on-Conunental Europe 450 | 760| 460 | 790| 440 730] 3850|1440 10 201 1060 | 1,790| 400| 670] 390 | 670| 4,060 6,870
trrmnrrrresaans 20 30 90| 160 — —1! 110| 190 20 30 340 5701 400 | 680 50 80| 1,030] 1,740
World....., 2,720 |4,610 |4,840 |8,190| 490 | 830 )13,580 [23,010|5,520 (9,340} 920 |1,560 | 35,480 (60,080
Exportc .
Affea..cvvviiinneaans. 110| 180| 110| 18O — _— 40 60 20 30 710 1,210 320] S350 — —1 131 2,210
North America........ .| 130 2301,510(2,540| 930|1,590| 710 |t,210 80| 130} 1,780| 3,020(1,250 {2,120} 220| 360| 6,610 |11,200
lat.inAm Lo TP 20 3011.110{1,890f 290| SO0 10 10 10 20 1,110 1.8 630 (1,060 -— -—1 3,180| 5,390
Asia.......... eeenvenss) 110 21011170 11 990 80| 120|2,070 |3,470| 110| 190 940 | 1,590 450 760] 100 | 180 5,030| 8,510
USSReotieuirineeaenss| — 10 20 40 —_— —_ 80] 130 —_— _— 230 380 80| 140 — _ 410 700
Continental Europe.....| 640|1,070| 840 {1,420} 680(1,450| 630j1.,100! 170| 280| 6,630 [11,220 1,730 {2,930 7¢{ 120|11,390 [19.290
on-Continental Europe| 390| 650| 410| 700] 390| 660| 7901340 10 20] 1,000] 1,690| 390| 660| 370] 630| 3,750 | 6,350
L 20 30 80| 140 _— -—| 110] 150 10 20 310 510| 360| 610] 40 10 930 | 1,570
World............... 1,420 2,410 15,250 |8,900 | 2,370 |4,020 [4,440 |7.,550| 410] 69012,710 |21,500 (5,210 {8,830 80O |1,360 |32,610 |55,220

is of continental importance owing to its extension and economic potential rather than its
trade, Non-Continental Europe, with an area representing only 0.4% of the world, is so
owing to the magnitude of its far-flung trade. The figures are arranged so as to show the
flows of goods from the groups in the first column of each table to the groups specified
at the top of the table, Thus, the import values in the upper part of each table are placed
in the same order as the corresponding export values in the Iower part. It will be seen that
in almost all cases the import values exceed the corresponding export values by 5-20%, as
they include transport costs involved between the exporting and importing countries.

.

Table 1.
DIRECTION OF MERCHANDISE TraDE BY E1GHT GrouPs oF COUNTRIES IN 1935 AND 1938, 1N $ (000,000's).
“Frontier values”; origin of imports and consumption of exports; all figures rounded off to nearest ten million.

. Non-
Into (To) Africa North Latin Asia U.S.S.R. | Continental| Continental] Oceania World
America America Europe Europe

1935|1938 | 1935 | 1938 | 1935 (1938 | 1935 | 1938 | 1935 | 1938 1935 | 1938] 1935 | 1938] 1935 ( 19381 1935 | 1038

80| 100 701 0| —| — 60| —| —| 680| 750| 230} 280 — | —| 1,120 1,260
150} 170( 690 790| 450 660| 470 | 630| 40| 90| 740|1.020| 700| 950| 110| 170| 3,350 | 4,480
20 30| S60] 610 240 ( 350 20 30| ~—| =] 730| 830| 460| 480 —| —] 2.030]| 2,330
160 | 180| 6301 660 80 70 ]1,400 |1,520 70| 60} 650| 760| 420] s30| 110| 130]| 3,570) 3910
10f — 301 30 -1 30 201 —ft —| 210]:-140] 100 80§ —| — 380 270
Continental Europe 600| 490 560 430 4701 590 70 80 4,160 4,850 |1,090 [1,200 50 80| 7,360 | 8,740

........ ereiasnns| = — 50| 40 — 120 80 10 10| 120| 160| 420} 540 50| o0 770
World,,.acvenecnnnnan. 1,370 [1,570 2,850 {3,010 }1.420 |1, 2,980 13,360 21 3.620 |4,370| 560 770 (21,040 |24,580

600 600
Non-Continental Eu.rope.. 350 | 400| 280| 250 220 | 240| 410 | 430 20 30) 740| 800| 200| 220| 240| 330 2460 | 2,700
Oceania - 890
1,920

s
9
3
S
g
&
=]
T
2
g

80 60 50t —{ — 60 so} —]| —| 610] 610] 210| 240| — —| 1,020 1,030

130| 690 780( 410] 600| 390 | S30] 40 80| 660 | 860 680 | 900] 100 | 140| 3,000 | 4,020

30| 580} 540 270] 360 20 3 —| —| 580| 660| 410 400 —| —| 1,880]| 2,020

160 550 50 501,200 1,410 50 30| 540 610} 350| 430 90| 100| 3,010 | 3340

e — 30 20 —| =1 50 —_ —] 160 | 120 80 80 —_ —_ 330 260

i 600| 450| 490 390| S20] 420 | 530 70 80 (3,930 4,600 |1,020 {1,190 30 50| 6,870 | 8,060
Non-Continental Eur: 360| 230 220| 190| 220] 360 | 380 20 30| 660 | 710] 190 210] 210| 280| 2,180| 2,410
Oceania..coneeeaennnnnean — 40 30 —| —{ 100 70 —_ —| 100| 130| 370 | 490 40 60 650 780

"
[
8
3
§

3,310 |3,940| 470 | 63019030 |21,920

World, ,vevnevernenne--|1,240 [1,360|2,680 |2,680 [1,310 [1,750 | 2,600 [3,040
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This arrangement of the figures, it will be noted, implies that the figures representfng
the imports of a given continent are arranged vertically in columns and those representing
exports horizontally—for instance, Africa’s imports in 1935 (total, $1,370 million) are
recorded in the first column of the upper part of Table 17, but Africa’s exports in the same
year ($1,020 million) on the first line of the lower part of that table.

The tables reflect the uneven distribution of trade between the groups, not only with
regard to the trade totals but also with regard to the direction of trade. To bring this out
more clearly, the percentage distribution of world imports in 1938 (according to th; dollar
figures in the upper part of Table 17) have been set out in Table 18. Obviously, a similar
calculation on the basis of the export values would give nearly the same result.

Table 18.
DirecTioN OF WORLD MERCHANDISE ImMPORTs IN 1938 BY EIiGHT GROUPS.
Percentages based on the absolute figures given in Table 17.

Imports of:
. Conti- [Non-Con-
Africa Aﬁ(:'tilt:a Alr;lf:;::a Asia |U.S.S.R.| nental | tinental | Oceania | Total
Europe | Europe
% % % % % % |. % % %
Imports from:

Affica. cevrsiivininnnns 0.4 0.3 — 0.2 — 3.0 1.2 —_ 5.1
North America......... 0.7 3.2 2.7 2.6 04 4.1 3.9 0.7 18.3
Latin America......... 0.1 2.5 14 0.1 — 34 1.9 . — 9.4
Asia...oiiiiieinin... 0.7 2.7 0.3 6.2 0.2 3.1 2.2 0.5 15.9
USSR ceiininirinen, — 0.1 — 0.1 - 0.6 0.3 — 1.1
Continental Europe..... 2.8 23 2.5 24 0.3 19.7 5.3 0.3 35.6
Non-Continental Europe.| 1.6 1.0 0.9 1.8 - 0.2 33 0.8 14 11.0
Oceania......coovanns. — 0.2 —_ 0.3 — 0.7 2.2 0.2 36
Total........... 6.3 12.3 78 13.7 1.1 319 17.8 31 100.0

It will be seen that of world imports in that year, Continental Europe accounted for 38 %
(20% being trade amongst the countries of that group), and that 16% of world imports
represented imports of other continents from Continental Europe. Thus, 54% of all trade
in the year represented goods either imported from or by Continental Europe. The cor-
responding figure for Non-Continental Europe was 28%, for total Europe 73%, for North
America 27%, and for Europe and North America together 89%. Trade among the
remaining continental groups thus amounted to only 11% of world trade. This prepon-
derance of the trade of Europe and North America is further illustrated in Diagram 3.

The table gives a clear picture of the quantitative relations between inter- and intra-
continental trade. Of world imports in 1938, 20% represented trade among Continental
European countries, 6% among Asiatic, 3% among North American, 1.4% among Latin
American, 0.8% among Non-Continental European, '0.4% among African and 0.2% among
Oceanic countries. Thus, in all nearly a third of world trade represented trade within the “con-
tinental” groups shown. If this trade were omitted from world trade, as being of a more
local nature than trade among the groups, the share of Continental Europe in world imports
would be reduced from 38% to 27% while that of Non-Continental Europe would increase
from 18% to 25%, that is, to almost the'same percentage as Continental Europe.
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Diagram 3.
WORLD TRADE DIVIDED AMONG FOUR GROUPS OF COUNTRIES IN 1938.

(Intra-trade and trade among the groups.)

CONTINENTAL NON=CONTINENTAL EURCPE
EUROPE
on
0.22

NORTH
" AMERIGA

REST OF
WORLD

4Am 4

Note. The arrows within the circles represent the intra-trade of the respective groups, and those outside the circles the trade
between the groups. The length of the arrows {s proportionate to the respective export values, indicated in miiliard dollars in the
diagram, and the surfaces of the circlea to the total export value of each group.

Table 19.

DiIReCTION OF THE MERCHANDISE TRADE OF EacH oF EIGET GRrOUPS OF COUNTRIES IN 1928 AND 1938
Percentages based on the absolute figures given in Tables 16 and 17.

Percentage shares in the importa (exports) of:

. Con- Non-Con-
Africa North Latin Asia U.5.8.R. tinental tinental Oceania
America America Europe Eurcpe
1928 [ 1938 | 1928 | 1938 | 1928 | 1938 | 1928 | 1938 | 1928 | 1938 | 1928 | 1938 [ 1928 | 1938 | 1928 | 1938
Imports from:

frica....... 7 6 —] — 1 4] — 6 8 6 6 1 —
North America..... 10 12 6 27 38 34 16 19 21 33 14 11 22 22 27 22
Latin America... 2 2 21 20 13 18] — 1 g — 9 9 12 11 - -
P, V. - VR 11 22 46 45 22 22 8 ] 12 13 17
USSR ieecennnen —_ -_— -_— —_ _— 2 1 —_— 4 2 1 2 2 —_ —
Continental Europe.. 43 414 17 19 30 31 15 17 39 30 51 52 35 30 11 10
Non-Continental Euro 28 25 8 16 13 18 13 2 11 8 9 7 5 43 43

Oceania 1 —_ 1 —] — 2 4| — 2 2 7 12 5
100| 100 100{ 100§ 100]| 100 | 100| 100| 100| §00| 100| 100| 100] 100| 100| 100

8 8 2 3 1 3 - - 6 7 10 15 2 _—

8 5 23 20 35 27 23 17 5 8 7 6 11 9 9 4
-] - 14 15 9 13 1 1 -— — 6 6 10 9 _— _
3 5 11 13 — 1 41 42 19 15 6 7 24 16 £2 9

2 —_— 1 2 — - 2 1 - - 1 1 1 1 1 -_—
54 59 27 21 35 33 19 18 56 46 58 57 27 29 33 17
25 23 19 23 20} 20 9 13 20 31 15 15 10 9 as 62
- - 3 3 —_ —_ 2 3 —_— - 1 1 10 12 L 8
100 | 100| 200| 100| 100| 100| 100) 200| 100]| 100} 100] 100) 100 | 100 | 100| 100
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The bird's-eye view which Table 18 affords of inter-continental trade channels is amplif?ed
by Table 19 showing the percentage distribution of the imports and exports of the respective
groups in 1928 and 1938. Africa, it will be observed, conducted about half her trade with
Continental and a fourth with Non-Continental Europe. The trade of North Americ? with
Africa, the U.S.S.R. and Oceania was inconsiderable; with the remaining groups it was
fairly evenly distributed. Latin America’s external trade was almost entirely divided amongst
North America and the two European groups. Asia’s intra-trade (45% of imports and 42 %
of exports in 1938) was relatively greater than that of any other group except Continental
Europe, In Asia’s trade with the outside world, North America was of about the same
importance as Continental Europe. The U.S.S.R. in 1938 derived a greater share of her
imports from North America than from any of the other groups; but she exported mainly to
the two European groups. Oceania depended more upon Non-Continental Europe than did
any other group shown, and this even before the conspicuous rise in that group’s share in
Australia’s exports that occurred over the period considered (from 38% in 1928 to 62 %

in 1938).

Regional Trade Connections.

Tables 20-23 show the distribution of trade by the regions into which the continental
groups were split in the preceding chapter. To facilitate comparison between the import
and the export figures, these tables are arranged in the same way as Tables 16 and 17—
that is, the import figures in the upper part of each table are conveniently read vertically,
and the export figures in the lower part horizontally. The tables should be studied in con-
junction with the analysis of the trade of the various groups in the following pages.

General Note to Tables 20-23. For details concerning the adjustments of the figures and the
arrangement of the tables, see pages 37-38. In a few cases the import and export figures referring
to the same flows of goods are out of line, i.e., the former do not exceed the latter by an amount
which transport costs between the frontiers of the exporting and importing countries would seem
to require. Certain of these cases can be explained by inconsistencies not eliminated by the various
adjustments made. Thus in the intra-trade amongst the mineral producing countries of Latin
America (Group 6) in 1935 and 1938 exports are recorded to be higher than imports, a fact
due, it appears, to the over-valuation in Venezuelan trade returns of mineral oil exported to
Curacao. Exports of the U.S.S.R. (Group 13) to China and other Continental Asiatic countries,
etc., (Group 12) in the same years exceed the recorded imports of this group from the U.S.S.R.
on account of the fact that China's trade returns refer to seaborne trade only. and thus fail to
record trade with the U.S5.S.R. over the land frontier. Similarly the exports of China and other
Continental Asiatic countries (Group 12) to India, Burma and Ceylon (Group 9) in 1938 is
shown at a higher figure than the imports of group 9 from group 12, owing to the exclusion from
India’s trade returns of trade over land frontiers (with Afghanistan, etc.).

Africa.

Of Africa’s imports, over two-thirds are normally derived from Europe, and of Africa’s
merchandise exports, Europe absorbs over four-fifths (Table 24). This high dependence
on Europe is naturally due in the first instance to the fact that African agriculture and
mining is complementary to European manufacturing industry, and vice versa. But attention
should also be paid to existing political and financial ties. Only three African countries—
Egypt, Ethiopia, and Liberia—representing 7% of the territory, 16% of the population
and 14% of the trade of the continent—do not form part of “Empires” with European mother
countries. The remainder is represented by British dominions and by territories under
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British, Belgian, French, Portuguese and Spanish administration.! Except in cettain areas,
such as Algeria and South Africa, the political influence of European powers is of recent
date—as late as in 1880 less than a tenth of Africa’s area, and probably an even smaller
share of its population, were under European administration. African trade is largely a
product of this political influence and therefore of very recent growth. South Africa’s trade
has developed largely along with its gold production which began on a big scale in the 1880's,
and Central Africa’s international trade is even younger.

The bulk of Africa—particularly Central Africa—is in the early stages of economic
~ development and dependent upon Europe for its supply of capital. British investments in
British South and Central Africa exceeded $1,500 million in the middle 'thirties,* and other
European investments in Africa run into several hundreds of millions of dollars.® On the
other hand, United States capital, so active in other continents, has taken almost no part
in the development of Africa; at the end of 1937 United States long-term investments in
Africa were estimated at $112 million or only 1% of total United States investments
abroad.*

Africa’s trade represents a typical exchange of primary goods against manufactured
articles. Three-fourths of the continent’s imports consist of manufactured goods and 6%
of its merchandise exports consist of foodstuffs and raw materials (see Table 7). Yet there
are reasons why Africa, taken as 2 whole, was less adversely affected than other continents
with a similar composition of trade by the worsened terms of trade to which producers of
primary goods were generally exposed since the late "twenties. Thus, the French territories
in North Africa were granted special facilities in their trade with the mother country and
- were able to export wheat, wine and other products at prices well above those prevailing in
the world market. Their trade accordingly developed rapidly until the middle of the 'thirties.
Cotton exports from Egypt, Belgian Congo, Anglo-Egyptian Sudan and Kenya and Uganda
during the ’thirties captured part of the market lost by the United States as a result of that
country’s policy of agricultural control. The general fall in the prices of goods encouraged
African product:on of gold; and the depreciation of currencies in terms of gold implied a
high premium on gold exports which, partlcularly in South Africa, lessened the dependence
upon exports of goods. The exploitation since the late *twenties of Northern Rhodesia’s
resources of rich copper ore within a few years rendered that country one of the world's
chief suppliers of copper, and copper exports from the Belgian Congo also increased rapidly
in quantity during the ’thirties. Plantations in Central Africa profited from natural
advantages as well as preferential treatment enjoyed in the mother countries and export
controls elsewhere. African exports of coffee, for example, trebled in quantity between 1928
and 1938, rising from 4 to 9% of world exports, tea exports rose tenfold in quantity and
less spectacular increases are recorded for a number of other agricultural products, including

-

1The small territory of Tangier is by statute under international administration established by iInterested European
powers. (At the time of writing, however, the factual administration is exercised by Spain.)

2 Estimates by Sir Robert Kindersley (c¢f. the Ecomomic Journal for December 1937) put the nominal value of British
investments in South Africa at £248 million, in British East Africa at £31 million and in British West Africa at £37 million.

8 The nominal value of Egyptian securities held abroad on May 30, 1934, is estimated at £EB4 million (¢f. Bolamces of
Payments, 1936, page 100). French capital investment in African railways south of the Sahara s the equivalent of about £36 million
(cf. United Kingdom: Department of Overseas Trade, Report om Economic Conditions in Algeria, Tunis and Tripolitania, March
1935) and loans raised in France by Algeria alone between 1930 and 1935 amounted to 5 milliard francs, a figure which represents
only a fraction of the French investments in North Africa. Belgian capital assets in the Congo were valued at 25 milliard Belglan
francs in 1931 (cf. La Belgigue aprés le 3 , by F, Baudhuin, Louvain, 1931). European—chiefly British and Belgian—
capital in Angola was estimated at around £6 m:lhon in 1933 (cf. US Department of Commerce; Foreign Financlal News, 9th
May, 1933).

i 4 U.S. Department of C ce: The Bal of International Payments of the United States in 1937 (Economic Serfes
No. 3), page 57. The bulk of these investments were *“'direct’; the only ocutstanding African dollar bonds held in the United States
were cepresented by a loan of §2 million to Liberia.
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sugar and cocoa. On the other hand, sales of groundnuts and other oilseeds, so vital to the
economy of Central Africa, were largely stagnant. :

The three regions into which Africa has been divided in this volume are of about the same

relative importance in world trade (cf. Tables 2 and 3). It is true that the merchandise exports
of South Africa are normally substantially less than those of the two other regions; but if
gold is included, South Africa’s exports exceed those of both North and Central Africa._

Table zo0.

DIRECTION OF MERCHANDISE IMPORTS IN 1928, BY GEOGRAPHICAL REGIONS, 1N § (000,000's).

Totals adjusted so as to represent “‘frontier values”; direction adjusted so as to show the origin of imports;
all figures rounded off to nearest ten million.

1. North 2, South 3. Other 4. Northern 5. United 6. Latin Am.: | 7. Latin Am.;: | 8. Latin Am.: 9, India,
Into Africa Africa Alfrica North States Mineral- Trop. agr. Non-trop. Burma,
America producing agr, Ceylon
From
$ |new$] $ |pew$| § inew§| $ new$| $ [news$| $ |[mew$| $ new$| $ |[new$| $ new §
gold gold gold gold gold gold gold gold gold
1. North Afrlea.............. 20 40 — — 10 10 -— —| 40 10 it — — - - = _
2. South Africa.......... b _— 30 60 10 20 _— —_ 30 50 —_ —_ -_— —_ —_ —_ — —_
3 Other Afrlea. .. ,ueus. -] - 10 10 30 €0 — — 60 | 100 -] - — - =i = 10 20
4. Northern North America _— —_ 10 20 10 10 20 30 560 960 10 20 40 0 10 20 10 20
5. United States.......c..e0. 30 50 70 120 40 70 930 | 1,570 —_— —_ 270 460 | . 480 820 220 370 60 110
Latin America:
6. Mineral-prod. countries.. . 10 20 — — —_ —_ 10 20 380 650 110 190 0 50 40 60 —_ el
7. Trop, agr. countries...... 10 10 —_ 10 —_ —_ 30 60| 660 | 1,110 10 20 10 20 40 70 — —
8. Non-trop. agr. countries..| — —_ - — —_ — 10 10| 120 200 10 20 60 | 100 30 50 — —_
9. India, Burma, Ceylon...... 10 20 20 30 30 50 20 30 220 370 10 20 20 40 30 60 70 120
10, South-East Asia........... 10 10 10 10 — 10 10 10 500 840 —_— —_ —_— —_ — —— 100 170
11. Japan, Korea, Formosa..... 10 20 10 10 10 10 10 20 420 710 10 10 10 10 10 10 60 110
12. China and other continental
Asia._... hes 20 40 _— _— 20 30 10 10 200 340 — —_ 10 10 —_ —_ 50 80
13.USS.R.......... 10 w| —~| = = = -] - 2] | —| —] =] —{ —}| — 10 10
Continental Europe
14. Industrial countries,.....| 390 | 660 70| 130| 170 | 280 90l 60| 730 |1,230]| 150| 240| 250 | 430 320 s550| 190 | 320
15.  Other countries.......... 50 00 10 10 10 20 10 10| 150 | 250 10 20 40 70 40 70 10 10
16. Non-Continental Europe ...|] 80| 130 200| 340| 170} 290| 210 | 360] 250 430 80| 130 180 300| 180 | 300| 470 800
. T T T TN 10 10 10 20 _— _— 20 40 70 120 — — — — —_ — 20 30
WORLD....covvanann 660 | 1,110 4350 770 510 1860 1,380 | 2,330 | 4,410 § 7,470 670 {1,130 j 1,130 | 1,920 920 | 1,560 { 1,060 | 1,800
Table 2r.
DIrecTION OF MERCHANDISE EXPORTS IN 1928, BY GEOGRAPHICAL REGIONS, IN § (000,000's).
Totals adjusted so as to represent "frontier values’; direction adjusted so as to show regions of consumption;
all figures rounded off to nearest ten million.
1. North 2. South 3. Other 4, Northern 5. United 6. Latin Am.: | 7. .| 8 . i
Iato Africa Africa Africa North Stateg . Min:;ral:n ? %:;i:. ﬂrn 8 ]ﬁa;:i?tlﬁ:'. S Eﬂr‘;‘a.
America producing agr. Ceylon
From $ s| s $
.new new $ new § $ new$| $ new § $ new § $ new § new § n
gold gold gold gold | gold gold gold $ gold $ ;:;ds
1. North Africa.....cec0nne.n 20 40 —_ -_— 10 10 —_ — 40 —_— —_ -—_ _ 3
2. South Africa.... 21 21 sl s wf wf = = B @ =) = =| =| =| = =| =
i Noman i Ameas | = Z| i8] BL 2| 9| m| = 85| B w| »| w| w B = B B
: DU [R— — — 1 2 30| 560 | 940 10 20 40 70 10 20 10 20
5.
E:tiit:‘:dAiraﬁtie;; Crasenneans 30 50 60 100 30 50 930 | 1,570 - — 240 410 420 720 210 350 50 90
10 10 —_ - - - 10 20| 370 | 630 % [ 160 30 - —_
10 10 —_ — — —_ 20 40 | 600 | 1,030 10 20 10 {g 23 g’g - —_
—_ — — 10 — —_— 10 10 100 | ‘160 10 20 50 80 30 50 — —
}g gg }g fg 20 '}g 10 20 igg §’1o 10 20 20 30 30|. 50 70 | 110
—_ — _ 60 —_ — —
11. Japan, Korea, Formosa. ... 0 — _ To 10 % | 150
12 China and other continental 1 20 10 10 10 10 20 390 660 |- 10 10 —_ — 10 10 60 110
ABia. .. iiriiananeran,- 20 40 —_ —_
BLUSSR. 0 Rl Z| | kB 2| w wp Al —| = = =| =| =| s &
“ Colnnt.:’nenut:ll Europe: - - - - - - 10 10
. ustrial countries......| 380 640 60 100 140 230 80 130 640
i S A IR i ey B ] e e B e R e
1 20 » S0 10| 20 lgg 3 18 2363 i% 70| 120 150| 250| 170 290| 440 | 740
— —_ - - — — 20 30
620 [ 1,060 | 380 | o640 420 ( 710 1,300 | 2,210 [ 3950 {6,600 | 570 | 970 | 070 (1,640 830 | 1,410 980 [1,650
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. These two regions had during the 'twenties and ’thirties a net import of goods, as is usually
the case with capital importing regions in comparatively early stages of economic develop-
ment. South Africa, too, had a merchandise import balance; but it was more than offset by
exports of gold. These regions trade very little among themselves; and even the intra-trade
among the statistical areas within each group is generally small, consisting largely of local
“frontier” trade.

Table 20—Continued.
DIRECTION OF MERCHANDISE IMPORTS IN 1928, BY GEOGRAPHICAL REGIONS, IN $ (000,000's).

Totals adjusted so as to represent ‘'frontier values"; direction adjusted so as to show the origin of imports;
all figures rounded off to nearest ten million,

10. South- 11. Japan, 12, China and | 13. U.S.S.R. | 14. Cont. 15. Cont. 16. Non- 17, Oceania World
East Asia Korea, other Cont. Europe: Europe: Cont. Total Into
-Formosa Asia Industrial Non-ind. Europe
$ [news| $ [news$| $ [new$S| $ [new$| $ [oew$| $ |news$| $§ [new$s| $ [new$] $ [news From
gold gold gold gold gold gold gold gold gold

—_ — 10 20 10 20 20 30 300 510 50 80 150 260 _— —_— 610 | 1,040 1. North Africa

10 10 —_ —_ —_— - —_— —_ 140 240 —_— 10 80 140 10 10 310 540 2. South Afrlea

— —_ —_— — 10 10 — _— 240 400 20 30 120 210 — — 500 840 3. Other Aflrica

10 10 40 60 20 40 10 20 240 410 60 100 290 4950 40 60 1 1,380 | 2,340 | 4. Northern North America
160 270 300 500 180 310 90 | . 160 | 1,310 | 2,220 340 570 910 | 1,540 | - 210 360 | 5,600 | 9,500 3. E;liltedAStatlel

tin Amerlea:

—_ —_ 10 10 —_— —_ 10 10 180 300 30 50 150 250 —_ —_ 960 | 1,610 | 6. Mineral-prod. countrien

-—_ _— —_ -_— -_— — 10 10 300 500 40 70 130 220 —_— — 11,240 | 2,100 7. Trop, ngr. countrics

— —_ —_ — — — 20 40 640 | 1,090 70 130 410 690 —_— — | 1,370 | 2,330 | 8. Non-trop. agr, countries

80 130 130 | 230 100 160 20 30 420 710 60 110 | 300 | 3500 50 80 | 1,590 | 2,690 | 9. India, Burma, Ceylon
%0 650 90 160 150 260 10 20 260 440 50 90 60 100 40 70 | 1,680 | 2,840 | 10. South-East Asla

70 120 i — 270 450 10 10 50 80 _— 10 30 60 20 40 | 1,000 | 1,680 | 11. Japan, Korea, Formosa

: 12, Chinas and other continen-

110 180 220 380 330 570 70 120 200 340 20 40 100 170 10 10 | 1,370 | 2,320 tal Asla

—_ -—_ 10 20 50 90 —_— — 1| 170 290 70 110 %0 150 -— — | 430 720 | 13, US.S.R,

Contlnenta] Europe:

250 | 430 110 [ 180 160 | 270 160 | 270 | 3,900 | 6,610 | 1,580 | 2,670 | 1,300 | 2,200 90 160 | 9.910 (16,790 | 14. Industrial countries

~— 10 10 10 20 30 30 60 | 1,160 | 1,970 280 470 600 | 1,010 10 20 | 2,440 | 4,130 | 15, Other countries
150 260 80 130 150 250 10 20 720 | 1,220 340 570 400 670 390 670 | 4.060 | 6,870 | 16. Non-Continental Europe

20 40° 60 110 10 10 0 30 330 560 10 10 400 680 50 80 | 1,030 | 1,740 | 17. Oceanla

1,250 | 2,110 | 1,070 |"1,810 | 1,460 | 2,470 490 830 |10,560 {17,890 | 3,020 | 5,120 | 5,520 | 9,340 920 | 1,560 |35,480 (60,080 WORLD
Table 2r—Continued.

DirecTioN OF MERCHANDISE EXPorTs IN 1928, BY GEOGRAPHICAL REGIONS, IN § (000,000's).

Totals adjusted so as to represent “frontier values’’; direction adjusted so as to show regions of consumption;
all figures rounded off to nearest ten million.

10. South- 1f. Japan, [12. China and | 13. USS.R. | 14. Cont. 15, Cont. 16. Non- 17. Oceania World
East Asia Korea, other Cont.| Europe: Europe: Cont. Total Into
Formosa. Asia Industrial Non-ind. Europe
From
$ [new$| $ |[new$| $ [new$| $ [new$| § |new$! § |new$| $ [new§| $ [new$] $§ |new$
gold gold gold gold gold gold gold gold gold
-—_ —_— 10 20 10 10 20 30 300 510 40 70 130 230 — —_— 580 980 1, North Africa
—_ -— —_ —_ —_ —_ —_ —_— 140 230 — 10 70 120 —_—1" — 270 460 2, South Africa
—_ —_ —_— — 10 20 -—_ — 210 360 20 30 120 200 — _— 460 770 3. Other Africa
10 10 40 70 20 40 10 10 230 390 50 20 390 660 40 60 | 1,450 | 2,460 4. Northern North America
130 | = 220 280 470 170 290 70 120 | 1,200 | 2,040 300 500 860 | 1,460 180 300 | 5,160 | 8,740 5. Il.l::lmdAsu:iu
n America:
-_— —_— 10 10 -— — —_— —_ 160 270 20 40 180 300 —_— —_ 900 | 1,530 6. Mineral-prod. countries
— -— _ —_ p— —_— — 280 470 30 50 120 2060 -_— = |1,120 | 1,900 | 7. Trop. agr. countrics
—_ —_ - —_— —_ —_ 10 20 560 950 60 100 330 560 —_— -— | 1,160 | 1,960 8. Non-trop. agr. ¢colntries
70 110 130 210 70 120 10 20 380 640 50 90 250 420 40 70 | 1,360 | 2,300 9, India, Burma, Ceylon
340 570 140 140 240 10 20 230 350 40 70 80 140 40 60 | 1,520 | 2,580 | 10. South-East Africa
60 100 _ 260 430 10 10 40 70 —_— -_— 30 50 20 40 920 | 1,550 | 11. Japan, Korea, Formosa
© g0 100 20 30 50 150 10| 1230 | 2.080 12, China and other continen-
100 170 220 360 330 560 80 1 1 - . !
—_— —_ 10 20 100 — — 170 280 60 100 80 140 —_ 410 700 | 13, US.S.R,
Continental Europe:
220 3380 90 160 130 230 140 230 ) 3,860 | 6,540 | £,380 | 2,330 | 1,210 | 2,050 60 110 | 9,160 [15510 | 14. Industrial countries
_ 10 10 10 10 20 30 50| 5,140 { 1,930 250 420 20 10 10 | 2,230 | 3,780 | 15. Other countries
140 240 70 120 140 240 10 20 7 1,180 300 510 390 660 370 630 | 3,750 | 6,350 | 16. Non-Continental Europe
20 40 60 110 10 10 10 20 310 510 -_— —_ 360 610 40 70 930 | 1,570 | 17. Oceania
1,090 | 1,850 | 1,010 | 1,700 | 1,360 | 2,310 410 690 10,090 [17,060 | 2,620 | 4,440 | 5,210 | 8,830 800 | 1,360 32,610 |55,220 WORLD
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The dependence upon industrial countries as an outlet and source of supply is of about

the same importance in the three regions. But as Table 24 suggests, political factors largely
determined the geographical distribution of trade during the "twenties and ’thirties. Trade
with France dominated in North Africa, and trade with the United Kingdom in South Africa.
In Central A frica—of which large portions are under British and others under French admin-
istration—both these countries accounted for a considerable share of imports and exports.

Table 22.

DIRECTION OF MERCEANDISE IMPORTS IN 1935 and 1938, BY GEOGRAPHiCAL REGIONS, 1v $ (000,000's).

Totals adjusted so as to represent “frontier values”; direction adjusted so as to show origin of imports;
all figures rounded off to nearest ten million.

1, Nozth 2, Scuth 3. Other 4, gort}l‘em s, gnit:d 6. Iﬂa_un r;&]m.: 7. I_i._atin Am,: | 8. IﬁatintAm.: 9. ;;ldia.
Afel Alrica Africa ort| tates inerals rop. agr. on-trop, urma,
Into rica America producing . agr. Ceylon
From
1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938
1. North Afrlca. . oeviinnenns 20 10 — - 10 10 —_— _— 10 10 —_ —_ —_ —_ —_ —_ 10 10
2. South AfficA,cseseesrsenss| —| — 20 30 - 10 - — 20 30 - - - - - - Py o
3, Other Africa...ocerenunues . — 10 10 10 70 20 10 —_ 30 30 — _— —_ —_— —_— —_— 20 20
& Northern North America...]| —| —| 20| 20| — —} 10] 10| 310 200| 10| 10] 20] 20| | 10| =—] —
5. United States...ccuenvisass 20 20 80 100 30 30 370 490 — —_ 150 240 210 290 60 %0 30 S0
Latin America:
6. Mineral-prod. countries.. . 10 10 — —_ -_— 10 20 20 120 170 110 160 20 20 20 40 —_ _—
7. Trop. agr. countries...... 10 10 —_ —_— -_— _— 20 30 320 340 —_ 20 10 10 30 30 —_— —_—
8. Neao-trop. agr, countries. . — —_ —_ —_ —_ -_— — — 80 50 10 20 30 40 10 10 — —_
9, India, Burma, Ceylon...... —_ 10 10 10 20 20 10 20 90 °0 — — 10 10 20 20 40 40
10, South East Asia........ ‘e 10 20 10 10 10 10 10 20 300 310 _— — 10 —_ — — 40 30
11. Japan, Korea, Formosa..... 30 10 20 20 20 30 —_ -— 170 | 140 10 10 10 10 20 20 90 70
12, China and other continental
1T TP 20 20 - 10 10 10 10 10 90 70 —_ —_— _— -— —_ _ 30 30
1. USSR...coinaiinnnnn ...] 10 —_ —_ —_ —_ — —_ —_ 30 30 —_ — —_ —_ — — — —
Continental Europe: . .
14, industrial countries......| 350 290 60 £10 130 220 40 50 350 370 100 1 150 210 130 180 90 110
15. Other countries A a0 40 10 10 10 20 — 10| 100 |- 130 10 10 20 20 20 20 10 10
16, Non-Continental Europe. .. 50 50 200 250 100 100 140 140 140 110 40 40 90 100 90 100 220 220
. e ieseasesrernensnan —_ —_ —_ _ — —_ 20 20 30 20 -_— —_ —_ —_ —_ —_— 10 10
WORLD.....ciivavees| S70 500 440 580 360 480 660 820 | 2,190 | 2,190 440 670 580 730 400 520 590 600
Table 23.
DirecTION OF MERCHANDISE EXrorts IN 1935 aND 1938 BY GEOGRAPHICAL REGIONS, IN § (G00,000's).
Totals adjusted so as to represent “frontier values”; direction adjusted so as to show regions of consumption;
all figures rounded off to nearest ten miilion.
1. North 2. South 3. Other 4. Northern 8. United 6. Latin Am.: | 7. Latin Am.: | 8. Latin i .
Into Africa Alrica Africa North States Mineral- Trogn. agn:. Non—txﬁ:l. s IBnuq-i;'a.
From America producing agr. Ceylon
1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 1938 | 1935 | 1938
1. North Africa... 20 10] — —=| 1 w| —| — - = =} =] —| ~ A
2. South Africa . —_ —_ 20 30 _ 10 _— — ig ’58 — _ — —_— —_— — _1_0 .1_9
3. Other Africa... . —_ -— 10 _— 20 20 10 —_— 20 20 —_ —_ —_ — —_ —_ 20 20
4. 5:;':::? North America. .. —_ —_ 20 20 —_— -_— 10 10 310 290 10 10 20 20 — 10 —_ —_
5. oited htg.:. cerresania 20 20 60 70 20 20 370 480 —_ _— 130 210 190 260 60 20 30 40
6. Mineral-prod. countries., , 10 10 —_ — —_ 10 20 0 7
7. Trop. agr. countries...... 10 10 —_ —_ —_ -_— 20 io gog ;gg lfg 2%8 E ?g ig %g — =
8. Non-trop. agr. eountrdes..]| —| —| —| —| —| —| =| =] 70| “s0| 10 10| 30| 30 10 ] = =
9. India, Burma, Ceylon..,...| — 10 10 10 20 20 10 10 80 80 — — 10 10 10 10 40 30
et | S| 8| o 8 B B o ol 5 T o 6| %] 6| 8] B
. . . osa s — — .
3R Sy g by - 20 160 | 130 10 10 10 10 10 10 80 60
Afla. ..o iiirii i, 20 — - —_ — —_— —_ -
1. USSR sol ool 2 oz R w 1w e = ] ol =t =| = =] ¥ #
14, Pt covobia.......| 340 w0l wo| 1ol sl o
ndus cotntries...... 280 50 80 120 190 3
1 i el SU% B BIBL R 2 2| ml s wl B w|w o
1¢. - Europe. . 2 _S_E lfg 22_0 2 90 llg 120 120 100 40 30 0 80 80 110 200 200
- 1 10 30 20 — — -_ —_ — — —_ 10
WORLD.....v....... 540 470 370 470 330 420 610 710 | 2,070 | 1,970 460 650 500 620 350 480 550 540




47

It will be noted that between 1928 and 1938 the share of France in North and Central
African exports, and that of the United Kingdom in South African exports increased
considerably. On the other hand, the share of France and the United Kingdom in the
imports of the respective groups declined. This suggests that the policy of closer attachment
between mother country and its oversea dominions or territories was rather one-sided in
its effects. It did not prevent third countries from increasing their share in the imports of

Totals adjusted so as to repre

Table 22—Continued.
DIRECTION OF MERCHANDISE IMPORTS IN 1935 and 1938, BY GEGGRAPHICAL REGIONS, IN § (000,000's).

sent “frontier values'; direction adjusted so as to show origin of imports;
all figures rounded off to nearest ten million.

10. South- 11. Japan, 12. China and | 13. USS.R. | 14. Cont. 15, Cont. 16. Non- 17, Oceania World
East Asia Korez, other Cont. Europe: Europe: Cont. Total Into
Formosa Asia Industrlal Non-ind. Europe
From
1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938
— _— 10 10 10 j{ — _— 310 320 40 30 80 90 — _— 500 500 1. North Airica
_— -— — —_— - —_— -_ —_ 80 110 — 10 80 90 — — 200 280 2. South Africa
—_ _— —_ — 10 10 —_— —_ 230 260 20 20 70 100 — —_ 420 480 | 3. Other Africa
-_— 10 20 30 10 10 10 10 70 110 20 20 280 380 30 60 810 990 4. Northern North Amerlcn
90 | 150 240 270 80 110 30 80 700 170 190 420 570 80 110 | 2,540 | 3,490 5. ll;laniltchSmtu
. tin America:
— —_ 10 10 —_ —_ —_— —1{ 150 230 20 20 130 150 —_ «~— | 610 840 | 6. Mineral-prod. countriea
_ —_ —_ 10 —_— —_— _— -_— 230 250 30 36 100 120 _— — 750 850 7.  Trop. agr. countries
—_ — 10 10 — —_ —_ — 1} 260 | 270 40 36| 230 210 - — | 670 | 640 | 8. Non-trop. agr. countrles
40 50 90 60 40 50 10 10 170 190 40 30 210 300 20 30 820 940 | 9. India, Burma, Ceylon
210 230 60 70 110 80 10 10 220 2710 20 20 70 80 40 50 | 1,130 | 1,210 | 10. South-East Aala
110 70 —_ —_ 240 380 10 -_— 40 40 10 10 40 40 40 40 860 8 11. Japan, Korea, Formosn
12, China and other contlnen-
40 50 120 190 140 120 40 40 140 190 10 10 100 110 10 10 760 870 tal As
—_ —_— 10 — 20 20 -— —-— 170 100 40 40 100 80 _— — 380 270 | 13. USS.R.
. Continental Burope:
110 180 70 80 150 160 60 60 12260 | 2400 | 820 | 1,150 | 630 760 40 70 | 5,540 | 6,560 | 14.  Industrial countries
—_ 10 10 10 30 30 10 20 890 | 1,080 150 220 460 530 10 10 | 1.820 | 2,180 | 15, Other countrics
70 90 20 20 100 100 20 30 450 480 290 320 200 220 240 330 12,460 | 2,700 | 16, Non-Continental Eurcpe
10 20 70 30 30 20 10 10 110 140 10 20 420 540 50 770 890 | 17. Oceania
680 860 740 800 | 970 | 1,100 { 210 | 270 | 6,260 | 7,140 | 1,770 | 2,170 | 3,620 | 4,370 | 560 770 [21,040 {24,580 WORLD
Table 23—Continued.

DIReCTION OF MERCEANDISE EXPORTS IN 1935 AND 1938 BY GEOGRAPHICAL REGIONS, IN § (000,000's),

Totals adjusted so as to represent "frontier values’; direction adjusted so as to show regions of consumption;
- all figures rounded off to nearest ten million.

10, South- 11. Japan, [12. China and | 13. U.S.S.R. | t4. Cont. 15. Cont. 16. Non- 17. Oceanla Waorld
East Asla Korea, other Cont.| | . Europe: Europe: nt, Total Into
Formosa Asia Industrial Non-ind, Europe
From
1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938 | 1935 1938 | 1935 | 1938 | 1935 | 1938 | 1935 | 1938

—_ - 10 10 10 10 —_ —_ 290 270 40 20 70 70 —_— —_ 470 420 1. North Africa

—_— —_ — —_ _ —_ —_— —_ 30 90 -— 10 70 80 -— —_— 190 240 2, South Africa

— — — — 10 — —_ —_ 180 200 20 20 70 90 — — | 360 370 | 3. Other Africa

— 10 20 20 10 — 10 10 60 90 |. 20 20 280 350 30 50 800 910 4. Northern North America

70 130 200 220 60 %0 30 70 440 600 140 150 400 550 70 90 | 2,290 | 3,110 | S. United States

Latin America:

—_ —_— 10 10 —_ _ _— _— 130 200 20 20 120 140 — —_ 670 830 6. Mineral-prod, countries

— —_ _ 10 —_ —_ — —_ 160 180 20 20 80 %0 —_ —_ 620 680 | 7. Trop. agr. countries

—_ — 10 10 — —_— — — 210 210 40 30 210 170 —_ — 590 510 8.  Non-trop. agr, countries

30 40 80 60 30 30 10 10, 140 150 30 20 160 220 20 20 680 730 9, India, Burma, Ceylon
160 210 60 60 70 50 10 10 lgg 2;3 fg fg 23 :g gg ;3 gig 1.2(2)8 n) ?outh-Elglt ::ll%

— —_ - . Japan, Korea, Formosa
80 i . 220 390 10 - 0 00 100 1 10 680 700 12. C&m‘x\ ni:d other continen-
160 20 10 120 160 10 1 s
2 E 1{8 12 lig 40 — —_— 130 20 30 40 80 80 —_ _— 330 260 | 13. US.S.R,
%0 700 30 50 | 5,270 | 6,170 ] 14. Colnlcilnentgll Europel:
60 60 [2230 | 2360 | 770 (1,100 ] 5 . Bl . Industrial countries

IE 1-6—0 ‘lig 18 lgg 128 10 20 770 950 160 190 430 490 —_— —= | 1,600 { 1,890 | 15. Other countries

60 80 20 10 80 9% 20 30 400 420 260 2900 190 210 210 280 | 2,180 ] 2,410 | 16. Non-Continental Europe

10 20 70 3o 20 10 —_ _— %0 110 10 20 370 490 40 60 650 780 | 17, Oceanla
550 760 670 690 830 | 1,050 180 220 | 5,640 | 6,310 | 1,600 | 1,990 | 3,310 | 3,940 470 630 19,030 |21,920 WORLD
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these regions.! This tendency was determined largely by the development towards bilateral-
ism, impelling third countries to expand their exports to regions supplying them with essential
primary goods. We shall revert to this phenomenon on a subsequent page.

North America’s chief importance in Africa’s trade is as supplier to South Africa.
Nearly a fifth of that region’s imports consisted of United States goods, chiefly motor-cars,
machinery and other manufactures. On the other hand, the United States absorbed only
about a tenth of South Africa’s merchandise exports.? This somewhat one-sided dependence
upon the United States as a source of supply is worth noting, since we shall find it in several
regions with an economic structure similar to that of South Africa.

Trade with Asia expanded during the ’thirties, owing partly to imports of low-priced
Japanese textile products, but only accounted for about 11% of African imports and 5%
of exports.

Table 24.

AFRICA: DIRECTION OF MERCHANDISE TRADE.
Percentages based on adjusted figures (c¢f. Tables 20-23).

North Africa South Africa Other Alirica Al Africa
1928 1938 1928 1938 1928 1938 1928 ° 1938
Imports
Percentage shares of imports from:
United Kingdom. ........... . 13 10 44 43 34 20 28 25
Germany....covveeennnnsionnes 3 5 7 8 7 6 6 6
France......oovcevivnnninnn,s 42 3 2 1 15 12 22 12
Rest of Europe................ 21 27 9 12 13 31 15 27
Total Europe. ......... . 79 76 62 64 69 69 1 .70
Afrfea..o. i iiiiiiiiicinien 4 4 9 7 10 8 7 6
North America..,............. 5 4 18 20 9 6 10 1
Asia....oviviiiiinia... 8 12 7 9 12 14 9 11
Other regions. ................ 4 4 4 — — 3 3 -2
Total. .c.ovvvinnivnnnn 100 100 100 100 100 100 . 100 100
Exporis ,
Percentage shares of exports to: :

United Kingdom.............. 23 16 - 226 233 26 24 25 23
Germany......, Cererieeeaaaa. 6 7 215 220 17. 16 12 13
France.........covviiaiiinan, 34 45 ag as. | 17 21 23 27
Rest of Europe................ 20 18 229 218 17 23 21 19
Total Europe..,........ 83 86 78 75 77 84 81 82
Africa......oiieiiiniiiinian., 5 L] 13 15 9 5 8 8
North America........ rerraes . 6 2 9 10 10 5 8 5
Asid. . ittt 3 7 — — 4 6 3 5
Other regions................. 3 — —_ — — —_ — —
Total. ...uevvnennen. .. 100 100 100 100 100 100 100

100 100 100 100 160 100

& South African trade returns show higher exports to the United Kingdom. and lower to other E pean tri
The adjustments have been made to account for re-exports from the United Kingdom mogd: ﬁ:;n]lyu l:::lportcc&) ul:;r Ce:ﬂttimt;? iiut:g;:.

LIn the case of Italy and her African territoties, trends were In certain respects
due to special circumsances (¢f. Baraoers Tragn s e pects the reverse of those indicated above—a fact

2 According to the adjusted figures (recorded exports to the United States were still less important).
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Northern North America.

For a brief summary of Northern North America’s trade we may confine ourselves to
Canada which represents 97% of the trade of the group. Canada’s imports as well as
exports, after having been almost stationary during the ’eighties and early ’nineties increased
tenfold from the middle 'nineties to 1929. The economic development which this increase in
trade reflects coincided with the colonization of Canada’s agricultural west and was rendered
possible largely by Canada’s close economic and financial integration with the United King-
dom and the United States. During this period Canada’s wheat sales rose from a small to
the biggest item in export returns, while an increasing share of the United States wheat pro-
duction was required for domestic consumption. But while Canada tended to replace the
United States as a supplier of foodstuffs to Europe (particularly the United Kingdom) she
employed a large portion of the yield of her exports to Europe for the purchase of manu-
factured goods in the United States, and so a considerable export balance to Europe developed
alongside of a large import balance from the United States. Trade with the United States
gained fresh impetus when, in the course of the period referred to above, Canada’s agricul-
tural expansion slowed down and industrial growth became a predominant factor in her
economy. For industrial requirements of coal, machinery and other equipment, and for the
supply of mineral oils and motor-cars, Canada depended largely upon the United States. The
share of that country in imports represented over two-thirds in 1928; while that of the
United Kingdom, which once exceeded that of the United States, was only 15%. But as
Canadian industry is closely integrated with that of the United States, exports to that country
of industrial products—particularly pulp, newsprint and non-ferrous metals—also reached
a high level.

Table 25.
NorTHERN NorRTH AMERICA: DIRECTION OF MERCHANDISE TRADE.
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports Exports
1928 1938 1928 1938
Percentage shares of:

United States........cccvncanusassns PP 68 60 238 232
United Kingdom. ....iveviaincrmmrnssnnians 15 17 226 a37
Rest of EUrope....oivivecrsrrnnennsanrsanes 7 7 220 813
Tropical agricultural region................. 4 9 5 3
Restofworld ...c..ovveneiinenanienuannns 6 7 11 15
Y T 100 100 100 100

& These figures may not be exact since the basis for the adjustments made in the recorded figures s rather uncertaln,

Canada’s industrial expansion up to 1914 was rendered possible largely by financial
assistance from the United Kingdom. Since then the chief capital inflow has been derived
from the United States, and of the $6.8 milliard of foreign investments in Canada in 1938,
$3.9 milliard represented United States capital.?

Daring the ’thirties, the United States share in Canada’s imports fell off under the
influence of the Ottawa agreements and the discontinuation of United States loans. The

1 On the other hand, Canada’s inv abroad repr d $1.8 milliard, of which $i.1 milllard In the United States.
During the “thirties, Canada was usually a net exporter of capital
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geographical distribution of exports is not exactly known since Canadian export st.atistics
attribute to the United States or the United Kingdom certain Canadian products, particularly
grain, shipped over these countries but finally absorbed by others. As far as can be judged
from the adjusted figures (Table 25) the share of exports absorbed by the United Kingdom
increased substantially during the ’thirties at the expense of those of both the United States
and Continental Europe. The trade agreements which Canada and the United Kingdom
concluded with the United States late in 1938 removed certain of the imperial preferences
established in the Ottawa treaties and are likely to have operated in favor of an expansion
of Canada’s trade with the United States.

Table =206.
Canapa: MERCHANDISE TRADE BY DEGREE OF MANUFACTURE IN 1938,
Unadjusted figures.

$ Can. (000,000's)
Total
‘Raw materials Goods partially Goods fully or
manufactured chiefly manufactured
Imporis for consumplion from:
EUrope.ccvcveiiiinicnnninnnas 15 15 130 160 -
United States, .....o000vrnnnsn 126 19 279 424
Japan.....oooeniiiiiiiiinnnn. 1 -_ 3 5
Other regions........c..venuen. 39 26 23 88
Total...ovvnvnnninnnnnnn 181 60 _ 436 1 677
Exports (domeslic produce) lo:
Europe.....ocoiiiiiiininnnans 150 . 133 135 418
United States............. IR 73 J 65 132 270
Japan.........oiiinnnnina 4 i6 1 T 21
Other regions....ovcoovvevennsn 8 : 10 111 129
Total..ivvivennninnnnnn. 235 224 379 838

trad. Mita. Foodatuffs are distributed amongat the above three groups which are In accordance with the classification employed in Canadian
e returns,

In spite of large exports of meat and dairy produce to the United Kingdom, Canada’s
total exports of foodstuffs fell from half the export value in 1928 to less than a third in 1938
while exports of raw materials and semi-manufactures rose correspondingly. A rapid decline
in cereal exports, coinciding with that from the United States, contributed to hasten the
industrialization process. An increasing—though not very great—share of imports represents
purchases of industrial raw materials from non-industrial countries, and Canada has become
a typical exporter of manufactured goods to these countries. Thus, as Table 26 shows, the
share of “goods fully or chiefly manufactured” in Canada’s exports to regions other than
Europe, the United States and Japan was 86 % in 1938.

United States of America.

The exports of the United States exceed those of any other country, and as an importer
she is second only to the United Kingdom. Her economy is more diversified than that of the
European industrial countries, as is obvious from the fact that primary goods represent
over half the value of her exports (¢f. Table 7). '
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In the middle of the last century, the United States was chiefly an exporter of raw
materials, such as cotton and tobacco, from the Atlantic Seaboard and the Gulf Coast, and an
importer of manufactured goods from Europe. But with the development of railway trans-
port from the interior in the ’seventies and ’eighties, she became principally an exporter of
foodstuffs. The abundant supply of American cereals, meat, etc., during this period to a
considerable extent determined price movements and the orientation of production in Europe
and elsewhere. From the middle of the ’'nineties, however, the growing manufacturing
industry of the United States began to exercise a strong influence upon her trade. The former
import surplus of manufactured goods was turned into a steadily rising export surplus. The
growing United States demand for raw materials appears to have been an important factor
in reversing the previous downward trend of world prices. United States raw material
imports began to exceed imports of finished manufactures in 1898. Since the 1914-18 war
the United States has generally imported more raw materials than she exported, except
during years of reduced manufacturing activity; and that war also marks her change from
a debtor to a creditor country. As the trade balance remained very active after 1918, she was
able to lend heavily abroad and, after lending was suspended around 1930, to absorb increas-
ing amounts of gold in the settlement of balances, Exports of agricultural products have long
tended to decline and the export surplus of foodstuffs which still existed in the 'twenties
developed during the ’thirties into a growing import surplus.

These changes, so summarily described, have greatly influenced the direction of United
States trade. Economically, the United States was once complementary chiefly to Europe;
but the mutual dependence of these two regions upon each other has diminished. The United
States retains a big export market in Europe which in 1938 still absorbed 42% of her
exports (in 1928, the corresponding share was 46%, in 1906-10 about 70% and in

. 1886-g0 about 80% ). But the share of her imports derived from Europe during the 'twenties
and ’thirties was less than 30%. The considerable discrepancy between imports and exports
must in this case be attributed largely to the high United States tariffs which have prevented
many European manufactures—particularly non-durable consumers’ goods into the manu-
facture of which much labour has entered—from competing successfully on the United States
market. The United Kingdom alone absorbed about 17% of the United States exports in the
’twenties and ’thirties, but accounted for only §-7% of her imports. Trade with the United
Kingdom resulted, therefore, in a heavy export balance through which a considerable portion
of the United Kingdom income on account of oversea investments was transferred.

To an increasing extent, however, the United States sales of manufactured goods have
in recent decades been directed to regions which, like the British dominions and the Argen-
tine, have a temperate climate, a progressive economy and a low density of population—that
is, countries developing under conditions similar to those prevailing in the United States. In
these regions, labour is relatively scarce—hence there is a high dependence upon labour saving
devices of the kind developed by the United States mechanical industry. Further, the low
density of population creates transport problems similar to those in the United States and
hence a great demand for United States motor-cars and trucks. The United States mechanical
industry, however, was not only developed before that of the regions now considered, but
possesses much greater competitive power, as it operates in a country where the demand
is big enough to render large-scale production for domestic use economical.

The resulting trade of these regions with the United States, however, is rather one-
sided since their primary production is in many respects similar to that of the United States.
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It is natural, therefore, to find that these regions occupy a lower place in United States im-
ports than in her exports (Table 27). As the total exports exceed total imports, trade with
these regions results in a considerable export surplus.

Table z7.
UniteD StaTes: DIRECTION OF MERCHANDISE TRADE.
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports _Exports
1928 1938 1928 1938
Percentage shares of :
United Kingdom . . . cvvvvnvieienonianeenan 6 5 16 17.
Rest of Europe. ..o.vvvvvuvernnns A 20 23 30 25
British Dominions:
Canada and Newfoundland............... 13 15 18 16
Australia, New Zealand and the Union of
i South Africa.......coviviiineviiinnns 3 2 4 5
Latin America: . .
Mineral-producing countries. ............. 9 8 5 7
Tropical agricultural countries. ........... 15 16 8 8
Non-tropical agricultural countries......... 3 2 4 3
Asia:
India, Burma, Ceylon.......coovvnan.. 5 4 1 1
South-East Asia..........covvnivviinnnn, 11 i4 3 4
Japan, Korea, Formosa...........c00nuuts 10 6 5 8
China and other Continental Asia.......... 4 3 .3 3
Restof world...........ocovveniiiia, 1 2 2 3
Total.eeeiiiiiiiininnnnoneanasns 100 100 100 100

United States trade relations with tropical regions are materially different. The agri-
cultural production of these regions is largely complementary to that of the United States.
A few tropical products, namely, rubber, cane sugar, coffee, tea, cocoa, vegetable oils and
oilseeds, jute and hard hemp, normally account for over a quarter of United States imports.
Incidentally, tropical countries, particularly in Latin America, also supply the United States
with a considerable portion of the mineral oil, ores and metals she derives from abroad. Corise-
quently, tropical regions account together for not far from half of the United States imports.

The bulk of these imports come from the tropical countries of Latin America. But
almost a fifth of total imports is derived from tropical Asia (the groips “India, Burma and
Ceylon” and “South-Eastern Asia”) which differs from the United States not only in its
tropical climate but also in its abundant supply of cheap labour, necessary for the economic
production of such commodities as jute and rubber. It has been suggested that United States
imports from this region may represent the labour of no less than 15 million workers, or many
times the labour included in a corresponding value of exports. It appears that in the United
States “export has become very largely an export of finished products that are produced
with the aid of huge amounts of capital and a minimum of labour, and that the import has
become largely an import' of raw materials that require in their production huge amounts
of labour and a minimum amount of capital.”

1 Quoted from “Raw Materfals and Inter-American Solidarity,” by Arthur R. Upgren Inm'-Amencan Solida; The-
University of Chicago Press. Chicago, Ill.. 1941). ¢ 7. The
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But the trade of the United States with tropical countries is also rather one-sided. Prac-
tically all agricultural tropical regions are normally less important as markets for United
States goods than as suppliers to that country. In particular, this is true of tropical Asia,
which accounted for 18% of United States imports in 1938 but for only §% of United
States exports. Tropical countries, it will be observed, generally lag behind in industrializa-.
tion and their imports largely consist of non-durable consumers’ goods in which Europe and
Japan are highly competitive. Moreover, a portion of their exports cannot be employed for
financing imports since it has to be earmarked for the transfer of the yield of foreign
investments. In the United States trade with these regions, therefore, the relationship between
imports and exports is the reverse of that observed in trade with the British dominions and
the Argentine.

Trade with Japan during the ’twenties consisted largely in an exchange of Japanese
raw silk against United States cotton, and resulted in a considerable balance in favor of the
United States. Circumstances which will be dealt with on a subsequent page caused a heavy
reduction during the ’thirties in United States imports of silk, while the export of cotton and

Diagram 4.
UNITED STATES : DIRECTION OF MERCHANDISE TRADE, IN $ (000,000's).
Adjusted “Frontier Values,” L

D IHNPORTS B BXPORTS

Note. Attention should be paid to the excess of exports over imports !n uarle with Europe, the Argentine and the British
dominions, and the excess of imports over exports in trade with tropical agricul g
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other industrial raw materials to Japan were sustained by the expansion of Japan's manu-
facturing industry. The trade balance between the two countries was thus reversed.

The trade of the United States during the ’thirties reflects perhaps more clearly than
that of any other country the disequilibria resulting from the economic depresssion. On the
one hand, the technical strength of the United States balance of payments position after the
discontinuation of lending abroad and after the reduction in the expenditure in Europe of
American tourists implied a pressure upon currencies other than the dollar, tending to reduce
the prices of goods, in terms of dollars, in the world market and to increase United States
imports. But the effect of rapidly falling world market prices of primary goods—which
represent the bulk of United States imports as well as exports—was to throw her domestic
economy out of gear and shatter the mechanism through which her balance of international
payments might have been automatically adjusted. In this dilemma her chief concern became
the protection of her domestic economy. The tariff increase of 1930 and the depreciation
of the dollar in 1933 naturally tended to aggravate the previous tension in international pay-
ments, though some relief resulted from the policy of domestic expansion and the reciprocal
trade agreements concluded since 1934.

One of the principal maladjustments remaining even during the improvement of business
conditions after 1935 was the low level of agricultural prices in the world market which did not
permit of export at a price level profitable to the United States producer. Agricultural control
in the United States mitigated the agricultural depression to a certain extent, but only by
raising domestic prices of agricultural products above those prevailing in the world market,
thus contributing to the formation of large unsaleable surpluses of such products. The down-
ward trend of agricultural exports was thus accelerated and foreign competitors were actually
favored by the control, until it was combined with a policy of high export subsidies for
wheat and cotton in 1938.

Latin America.

The twenty Latin American republics and the British, French and Dutch colonies in
Latin America represent together 8-9% of the world’s trade. Each of the three regions into
which Latin America has been divided in Table 28 normally devotes about two-thirds of its
purchases from abroad to manufactured goods but exports only insignificant amounts of
such goods. If the movement of raw petroleum from Venezuela to the refineries of Curacao
off the coast is disregarded, the intra-trade amongst Latin American countries is relatively
small. The United States and Europe together supplied three-fourths of imports and absorbed
over three-fourths of exports in 1938. But the United States share is much smaller in the
trade of the “non-tropical agricultural countries” of Latin America (Argentine, Paraguay,
Uruguay and the Falkland Islands) than in that of the two other groups whose production -is
more complementary to that of the United States. Thus, as the table shows, the United
States absorbed only 8% of the exports of the non-tropical agricultural countries against
about half the exports of the tropical agricultural countries. Her share in the export of the
mineral producing countries fell from 41% to 20% between 1928 and 1938—a reduction
due largely to smaller imports of mineral oils from Mexico, Venezuela and Curacao as the
United States became less dependent upon the supply from abroad with the development of
the oil fields in Texas. A contributing factor was the exceptional decline in United States
imports of industrial raw materials in 1938.



55

Table 28.
LaTIN AMERICA: DIRECTION OF MERCHANDISE TRADE,
Percentages based on adjusted figures (¢f. Tables 20-23).

Latin America Latin America Latin America

Mineral- Tropical Non-tropical Total

Producing Agricultural Agricultural Latin America

Countries Countries Countries

1928 1938 1928 1938 1928 1938 1928 1938
Imports
Percentage shares of imports from:
United States®.......... reeses 41 36 43 39 24 17 36 32
United Kingdom........vuen.s 12 6 15 14 19 19 16 13
Germany.......ooeunnecsnnans 8 13 9 17 12 11 10 15
Rest of Europe......... aeeaaan 15 12 17 14 28 28 20 16
Latin America...oooevacenannn 20 30 9 10 12 15 13 18
Japan....ceeiiiiiiiniiiiiane. 1 2 — 2 1 4 1 2
Rest of world..............c0 3 1 7 4 4 6 4 4
Total....covvvvinnnnnn. 100 100 100 100 100 100 100 100
Exporls
Percentage shares of exports to:
United States®. ... ........... . 41 20 54 46 8 8 34 26
United Kingdom........0.v... 20 17 11 13 28 33 19 20
Germany.....oiviverenaassonas 7 10 8 12 14 14 10 12
Rest of Europe................ 13 17 19 17 40 33 26 21
Latin America.....cccccee...n 16 31 5 6 8 10 9 17
Japan....cooiiiiiiiiiiiinn. 1 1 —_ 2 —_ 2 - 2
Rest of world........00nneuns 2 4 3 4 2 —_ 2 2
Total...oovvieinnnnnnns 100 100 100 100 100 100 100 100

3 To a certain extent the depressed business conditions prevailing in the United States In 1938 affect the figures for trade in that
fyea:he 1nlaaporu from the United States were greater, and exports to the United States smaller, than what may be regarded as “‘normal”
or te 'thirties.

The non-tropical agricultural countries are much more dependent upon the United
States as a source of supply than as an export market. In both 1928 and 1938 these countries
imported from the United States more than twice as much as they exported to that country.
This import surplus dates back to the 'nineties when the Argentine economy entered into a
stage of rapid progress, owing to the rapid growth of grain exports and to the development
of the frozen beef trade rendered possible by refrigeration.® These exports went to Europe
and competed with United States exports of cereals and meat; but they supplied the Argen-
tine with the means of financing a growing import surplus from the United States, thus
contributing to the rapid growth of that country’s manufacturing industry.

European investments in this part of Latin America still greatly exceeded those of the
United States in the ’thirties. At the outbreak of the present war British investments alone
in the Argentine, Paraguay, and Uruguay amounted to some $2,250 million (£440 million)
while United States investments were less than half that amount, Until the middle *twenties,
the Argentine recorded an import surplus from the United Kingdom. This import surplus, and
the payments due to the United Kingdom on account of interest and dividends, had to be
financed by net exports to Continental Europe. Since that time, however, the Argentine’s
trade with the United Kingdom has resulted in an excess of exports.-

1 ¢f. Diagram 9, page 86.
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Existing statistics of British and American investments in Latin America are not
closely comparable, as the methods used in their compilation are not the same. The following
figures, based on such statistics, are only intended, therefore, to give a rough idea of the
relative importance of the investments in question.* It may be mentioned that the investments
of countries other than the United Kingdom and the United States are likely to have amounted
to about $2,500 million, of which perhaps 50-60% was in the Argentine, Uruguay and
Paraguay, 15% in Brazil, 5% in Chile and 20% in Mexico.

Table 29.
LATIN AMERICA: ESTIMATED LonNG-TERM INVEsTMENTS oF THE UNITED KinGpOM
AND THE UNITED STATES QUTSTANDING IN 1939,

$ (000,000's)
United Kingdom -  United States

Investments - Investments

Argentina, Uruguay, Paraguay................ 2,250 800
Brazil,,..cciiieiiiiiiiiiiiiiaies PR 1,000 - - 500
Chile...iiviieenianearttritiisssssnnssaannnes 300 600
Rest of South America......covvvnereeeeannes 300 600
Mexico and Central America.................. 300 670
Cuba...vviiiennnennereanianassns eeereaeens 150 750
Other West Indies.....covevviiriarnreeacinans 200 80

Total. .oovrieiniiiiiiininas 4500 | . 4,000

Except in the “non-tropical agricultural countries,” Brazil and the British West
Indies, United States capital predominated. The United States investments, however, except
in certain regions such as Cuba and Mexico, are of recent date—they resulted largely from
the heavy capital exports of the period 1918-1928, and indeed chiefly of the early part of that
period, before the European market began to absorb a large proportion of the United States
capital supply. British investments in Latin America, on the othetr hand, were probably only
about 15% lower in 1913 than in 1939. There is a close connection between the United
States investments and trade in Latin America as three-fourths of the capital represents
“direct” investments, chiefly by enterprises engaged in plantation' and mining operations,
etc., for export. The exploitation of natural resources that resulted from the inflow of
United States capital around 1920 thus gave rise to a rapid upswing of Latin American trade.

The trade of the tropical countries and mining areas of Latin America depends upon the
sale of a very limited number of articles. Coffee, bananas, sugar, cotton, cocoa and tobacco
account for almost the entire merchandise exports of the agricultural Central American
republics; in certain of them, two or three of these products represent over nine-tenths of the
export value, Even in Brazil, where production has recently been diversified, the six products
mentioned accounted for 70% of the export value in 1938. The mineral producing countries
usually export both mineral and agricultural products; yet mineral oils alone represented
92 % of Venezuela’s merchandise exports in 1938, and tin ore 76 % of those of Bolivia.

1 For more exact information (which does not, however, give the same geographical specification of the investments of the
two creditor countries in any recent year), see the United States figures in the official reports on that country's international
balance of payments, and Sir Robert Kindersley's figures with reference to the geographical distribution of British oversea
investments at the end of 1936 in the Ecomomic Journal for December 1937, (As the last mentioned figures only refer to 8% of
the British oversea Investments, they are somewhat lower than the tentative figures in Table 29.)
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The nature of the exports of Latin America (taken as a whole) is in certain respects
similar to that of Africa; but the fact that Latin America, unlike Africa, consists almost
entirely of politically independent states influenced the course of its trade during the "thirties.
As the United States demand was curtailed while certain European countries made increased
use of their oversea territories as sources of supply and export prices fell to abnormally low
levels, the economic life of the Latin American republics was seriously affected. In this
situation Germany attempted to capture an increased share of Latin America’s trade: her
share in imports rose from 10% in 1928 to 15% in 1938, and in exports from 10 to 12%.
Japan, too, expanded her trade with Latin America during this period. It is significant that
the previous export balance of Latin America with Germany (recorded at $49 million in
1928) was entirely wiped out and indeed replaced by an import balance. The export balance
with the remainder of Continental Europe was reduced to a fraction of its previous size—
from around $250 to $80 million. There was accordingly very little room for the transfer
of interest and dividends on British capital through triangular trade over Continental
Europe. Simultaneously,-the export balance with the United Kingdom available for such
transfer in bilateral trade declined from $180 to $160 million (in spite of the reduction of
imports from the United Kingdom of $19o million). Alongside of this change in trade
balances, foreign debt moratoria were declared in a number of Latin American countries and
the dividends paid on direct investments in many cases declined. According to calculations by
the South American Journal, the yield of Latin American securities quoted on the London
Stock Exchange, which was 4.7% in 1913 and 4.4% in 1928, fell to 2% in 1932,
1.8% in 1935, 1.7% in 1938 and 1.6 % in 1939. Moreover, towards the end of the 'thirties
the greater part of this investment yield was derived from the Argentine which has a con-
siderable export surplus with the United Kingdom on account of quantities of meat and
grain supplied to that country.® In the case of Brazil, for example, whose chief export product
(coffee) is not used extensively in the United Kingdom, the yield of securities quoted on the
London Stock Exchange fell from 4.9% in 1928 to 1.9% in 1935 and—after the break-
down of the coffee valorisation—to 0.6 % in 1938. This reduction took place in spite of the
growth of cotton exports—which could be sold in the United Kingdom—and an “improve-
ment” of the recorded trade balance with that country of $75 million (the import balance
was reduced from $8o million in 1928 to $5 miillion in 1938).

Tropical Asia.

As a supplier of tropical products, tropical Asia—under which name we include India,
~ Burma, Ceylon and the group “South-East Asia'”>—is more important than the tropical
regions of Africa and America together. The humid climate in extensive areas of this part
of Asia, due to monsoon winds from the ocean during part of the year, explains why the soil
in this region is so productive and the density of population accordingly so high. Climate and
labour supply have made tropical Asia the almost unique supplier of various products of world
wide consumption, such as jute, rubber, shellac, etc.

The export trade of tropical Asia has undergone extensive changes with the develop-
ment of modern trade. India’s exports of manufactures of fine workmanship, for example
silk piece-goods, found it increasingly difficult during the nineteenth century to compete with

1 The Argentine debt service payments to the United Kingdom had, h , to be regulated by of trade agrecments
of 1933 and 1936 which may be regarded as a compromise between the agrarian and financial interests of the United Kingdom,

2 Actually, a fringe of southern China, Hong Kong and a portion of Azabia ‘also fall within the tropical belt, while a strip
of northern India (including the wheat belt in the north-western part of that country) falls within the northem temperate belt.
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European industrial products, and India became chiefly an exporter of specialized agricul-
tural products. Thus, tea, previously grown chiefly in China, became a prominent export crop
of India and Ceylon, and the export of jute and jute bags developed rapidly with the demand
for cheap packing cloth resulting from increased international trade in such commodities as
coffee and sugar. In South-East Asia, the development of trade along new lines is of even
more recent date: Rubber and certain other plantation products of this region were not
exported on a large scale until the early part of the present century. ’

Exports of tropical Asia are more widely distributed than those of tropical Africa and
America. In 1938 regions other than Europe and the United States absorbed 35% of the
export of India, Burma and Ceylon, and 44% of that of South-East Asia (Tables 30-31).
The last mentioned figure includes the considerable movement of tin ore and rubber from the
Netherlands Indies to British Malaya for processing and re-shipment to the United States
and Europe. Other exports of tropical Asia to non-industrial countries include a considerable
proportion of manufactured goods, particularly cotton and jute manufactures.

Table 30.

InpIA, BurMA, CEVLON: DIRECTION OF MERCHANDISE TRADE.2
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports Exports
1928 1938 . 1928 1938
Percentage shares from (to):

United Kingdom. . ..ovviniiiinnnnnanenns 45 36 18 29
Rest of Europe.....ocovviirinesnnnerasanna 18 20 32 25
United States®.............. eareeeneanas 6 8 13 1 -
Northern North America and Latin America.. 1 — 5 4
¥V 7 T D 1 5 4 L]
Japan, Korea, Formosa.........ccvvvvueenns 6 12 9 8
Tropical Asia®......... it eterseneteienaane 16 12 10 10
China and other Continental Asiatic countries. 5 5 5 4
Restof world ....vviiiiiiiiiiiiniiionnnns 2 2 4 4

Total............ RERTRTPPPR 100 100 “100 100

;%dgdlnx tradg beltween In(ci-m: and Bunﬂa. In the United § in 1938 ot
e depressed business conditions prevailing in the Uni tates 38 affect the figures for trade in that t i
the United States were greater, and exports to the United States smaller, than may be regardedg:.s "norl:mnl" feo:nthe T.gi"ﬁkﬂ rts from

Between 1928 and 1938, the United Kingdom’s share in the exports of India, Burma
and Ceylon rose from 18% to 29% while her share in imports fell from 45% to 36%, in
spite of the increased tariff preferences which India granted to the United Kingdom during
the intervening period. To bring out thé significance of these changes the absolute figures
should be considered: imports from the United Kingdom were reduced from about $470 to
$220 million, and exports to that country from $250 to $220 million.* The large impott
surplus arising from this trade with the United Kingdom which amounted to $220 million
in 1928 had accordingly disappeared ten years later. The change marks the end of a period
of heavy Indian import balances with the United Kingdom which had begun around 187s.
During this period, the British export industry had been well suited to supply India with her
chief requirements of foreign cotton piece-goods, metal manufactures and other industrial

1 These figures, it will be recalled, are adjusted in order to take mccount of the fact that z rti the expa: i
trade returns, are attributed to the United Kingdom were actually absorbed by Ireland and Clzni::m:fl Efuope.m which, in
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products, while India, owing to the widespread consumption of her export products, had
export surpluses in trade with Continental Europe, the United States and various
other parts of the world. These export surpluses had sufficed, not only to finance net imports
from the United Kingdom but also to pay considerable amounts each year to that country
for services rendered and for the excess of debt service and dividends over new capital
imports. Total British investments in India and Ceylon at the end of the 'twenties are esti-
mated at about $2,500 million,* of which about half represented government bonds.

This change in the trade balance with the United Kingdom had been going on for a
considerable period of time. The United Kingdom'’s share in India’s imports had been declin-~
ing since the ’seventies when it exceeded 80 % . The British cotton industry had lost ground in
the face of Indian and Japanese competition, particularly after the 1914-18 war, while the
United States and Continental Europe had become important suppliers, particularly of capital
goods. These changes, however, had been slow in comparison with that which occurred during
the early "thirties. As many countries became unable to finance their previous import surpluses
from India by triangular trade, they strove to increase their sales to that country or turned
to other sources of supply. India accordingly was unable to finance her earlier net imports
from the United Kingdom. Her accounts with that country had, in fact, to be settled in part
by exports of gold out of domestic hoards. Net gold exports during the eight years preceding
the present war amounted to about $1,400 million (of the 1934 dollar parity). The protective
tariffs, used in India since 1917, were raised and extended during the ’thirties with a view
to promoting manufacturing industries covering a wide field of the country’s requirements.

Table 31 shows the direction of South-East Asia’s trade, and Table 32 gives more de-
tailed information concerning the trade of British Malaya, French Indo-China, the Nether-
lands Indies and the Philippines with European countries and the United States, with a view
particularly to illustrating the concentration of trade in the direction of the respective “mother
countries.” '

Table 31. ‘
SoutH-EAsST Asia: DIRECTION OF MERCHANDISE TRADE.
Percentages based on adjusted figures {¢f. Tables 20-23).

Imports Exports
1928 1938 1928 1938
Percentage shares of: -

United Kingdom. cv.vvvernenenarccsncnnoes 12 11 5 7
Restof Europe. ... .c.ovvinniiiinnnnas 21 22 18 23
United States®....ccveicrcnnnnconnnces 13 17 30 26
AfTCA. . it iaiiivansarsvornunnassscrnsnanas — _ 1 4
Japan, Korea, FOrmosa..c.cceenetscecsnnes 6 8 6 6
Tropical Asia:

South-East Asia (intra-trade).............. 31 27 22 21

India, Burma, Ceylon......cccvvreanncoss 6 6 6 2
China and other Continental Asiatic countries. 9 6 9 5
Restof world.. ... ..o iriiaaaa... 2 3 3 6
J Total. eensvnrnnernerneenennnns 100 100 100 100

8 The depressed business conditions prevailing in the United States in 1938 affect the figures for trade in that year: imports from
the United Sml:n were greater, and exsports to the United States smaller, than may be regarded as “normal” for the late ‘thirties.

1 According to Sir Robert Kindersley, of an t representing 85% of total British oversea investments fn 1930, £458 millon
represented investments in India and Ceylon.
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The chief market for South-East Asia’s exports is the United States. Her share in
Philippine exports was 75% in 1928 and 77% in 1938; in the exports of Britisp Malaya
42% and 30%, respectively. The corresponding figures for the Netherlands Indies, 13_%
and 14 %, are misleading since a large portion of the exports from that .country to British
Malaya was finally absorbed by the United States. The United States became an important
factor in South-East Asia’s trade during the first decades of the present century when trade
with the Philippines was developed, and the rubber and tin production of British Malaya
and the Netherlands Indies was being rapidly expanded.

Table 32.

Four COUNTRIES OF SouTH-EAST Asia: PERCENTAGE SHARES OF EUROPEAN COUNTRIES
AND THE UNITED STATES IN IMPORTS AND EXPORTS.

Unadjusted figures, based on Annex 111, The data for trade with the respective “mother countries'
are given in stalics.

British French Netherlands e " e
Malaya Indo-China Indies Philippines
1928 1938 1928 1938 1928 1938 1928 1938,
Imports from:
United Kingdom, ,............ 17 22 2 4 12 8 4 2
France......cvvveinericinnans 1 1 41 63 1 2 1 1
Netherlands, . ..oovevvvennnnsns 1 1 —_ 2 20 23 —_ 2
Rest of Europe...,covcveeunne.. 4 6 3 3 18 18 9 7
United States......ccoevaiiaas 3 4 5 5 10 13 686 88
Exports té:
United Kingdom.............. 12 15 3 2 8 5 5 3
France........coovveenviaanns 3 8 21 47 4 . 2 2 .2
Netherlands. .....cceeveeann.n 4 1 1 1 17 20 1 2
Rest of Enrope.......ccovuut.s 5 7 2 3 8 10 7 4
United States................. 42 30 3 9 13 14 76 77

s

Trade between the Philippines and the United States was developed with the aid of
preferential tariffs. Thus, raw sugar, the sales of which to the United States in the ’thirties
represented about 40% of total Philippine exports, was admitted duty free. Trade between
France and Indo-China has also been greatly influenced by preferential treatment. The exports
of British Malaya and the Netherlands Indies, on the other hand, have been developed for
disposal in the world market—and indeed the mother countries could not absorb the whole
of the plantation and mineral products of this region. In their case, therefore, the share of
the mother countries in exports was relatively low. It will be observed, however, that in all
the cases shown in Table 32, the concentration of trade—imports as well as exports—in the
direction of the mother country increased between 1928 and 1938. Further, in both these
years, the mother countries were relatively more important as suppliers to British Malaya,
French Indo-China and the Netherlands Indies than as buyers of their goods. In contrast,
other industrialized countries were usually more important as buyers than as sellers, In par-
ticular, this is true of the United States. British Malaya's imports from the United States
amounted to only $16 million in 1928 and $10 million in 1938, but her exports to the same
country were $201 and $98 million, respectively. The whole of South-East Asia had an export
surplus to the United States of $290 million® in 1928 and $110 million in 1938, As the United

1 Adjusted figure (the recorded surplus, according to Annex III, was $252 million),
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States capital investments in South-East Asia—even in the Philippines—have been relatively
small,' only a fraction of the net exports to that country was accounted for by interest and
dividends on such investments. The bulk of the export surplus to the United States is likely
to have served the transfer of payments due to European investors, particularly in the United
Kingdom and the Netherlands.

Export balances and accordingly yields of investments in South-East Asia have naturally
been much affected by the violent fluctuations in the prices of articles such as rubber and tin.
The transferred yield of the “direct” investments in the Netherlands Indies of other countries
(chiefly the Netherlands) fell from about 300 million gulden in the middle of the 'twenties
to about 20 million in 1933 and 1934—an amount representing only about 0.5% of the
capital invested.?

The reduction in the United States share in the exports of South-East Asia from 30%
in 1928 to 26% in 1938 (Table 31) is to be attributed to the special conditions of United
States trade in 1938, and the reduction in China’s share to the paralysing effect of the Sino-
Japanese war. The decline in exports to India, Burma, and Ceylon from 6% to 2% is due
to the virtual disappearance of Java's sugar exports to India with the development of a
protected sugar production in that country.

Japan, Korea and Formosa.

Japan’s economy has been undergoing a long process of rapid growth and transition
and the geographical distribution of her foreign trade in any particular year cannot be taken
as representing her dependence upon foreign markets over a period of time. One of the
outstanding features in her trade during recent years has been its detachment from Europe.
In 1938 the share of that continent in her imports® was 13% and in her exports 10%, which
is well below Europe’s share in the trade of any other country of importance. With her rise
to an industrial power—a necessary development in view of her dense and increasing popula-

" tion—Japan -has become competitive with Europe in her trade, rather than complementary -
to that continent. In the middle ’nineties Europe still supplied over half of Japan’s imports
and absorbed about a third of her exports.

Since that time, Japanese trade has been driven forward by means of at least three dis-
tinct thrusts. In the general advance of world trade that began in the ’nineties, Japan took a
prominent part by developing her export of raw silk, silk tissues and cotton yarn, increasing
her sales particularly to the United States, India and China. During the 1914-18 war, she
was able to capture securely a portion of the Asiatic market for cotton piece-goods* that had
previously been supplied by Europe, and to render herself independent of the supply of
various European industrial products. The advantage thus gained was enhanced by the expan-
sion during and after the war of the market for Japanese raw silk in the United States.
Finally, 2 new Japanese trade drive occurred during the ’thirties.

The chain of events that led to this last drive appears to have been initiated by the
collapse in 1929 of the price of raw silk—then Japan's most important export article; after
this collapse Japan became increasingly dependent upon her exports of manufactured goods,

1 The total United States direct and portfolio investments in this region may have been about $400 million.

2 Dutch entrepreneur investments in the Netherlands Indies are estimated at 3,000-4,000 million gulden; besides, lherc were
considerable such investments by countries other than the Netherlands. Dutch in in Gover bonds of ‘the Nether-
lands Indies represented the bulk of 1,000 million gulden.

3 Unless otherwise indicated, the figures given for Japan In the text refer to the total trade of Japan, Korea and Formosa,
excluding the intra-trade of these territories.

4 Japan was a nect importer of cotton piece-goods untﬂ 1905.
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and upon the supply of foreign raw materials required for their production, particularly raw
cotton, The resulting pressure upon her balance of payments was increased by the simul-
_ taneous exhaustion of the Japanese dollar assets accumulated during the 1914-18 war and
gradually drawn upon during the ’twenties. The share of raw silk in the exports of Japan
proper fell from 37% in 1928 to 15.4% in 1935 and 13.5% in 1938, and the share of the
United States (which had absorbed the great bulk of the silk exports) from 42% to 22%

and 16%, respectively (Table 33). Imports from the United States, from which Japan
obtained the greater part of her raw cotton and increasing quantities of iron scrap, copper
and mineral oil required by the armament industries and the war in China—rose from 28 %

in 1928 to 32% in 1935 and 34 % in 1938. These two opposite movements reversed the trade
balance with the United States. In 1928 there had been an excess of exports to that country
of $90 million; but in 1938 there was an excess of imports of $140 million.

Table 33.

JaraN, Korea, ForMosa: DiReCTION OF TRADE.
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports : Exports
1928 - 21935 1938 1928 91935 1938
Percentage shares of: .

China (incl. Manchuria) and Hong Kong 21 16 24 28 27 46
India, Burma, Ceylon.......ccci0ueee 13 12 8 7 11 7
South-East Asia......covenvvsereennes 9 8 9 6 11 7
United States........ccoviiniivsnnss 28 32 34 42 22 16
United Kingdom. ...........cconians 7 3 2 3 5 5
Rest of Europe......cooieviannnnanes 10 11 11 5 5 5
Restof world........vcinvinnnnnnns 12 18 12 9 19 14

] 100 100 - 100 100 100 100

& Figures for 1935 are shown in this table in order to throw light on certain changes that occutred in Japan's trade in the course
of the 'thirties (¢f. the text).

The trend of Japanese trade during the early part of the 'thirties was determined largely
by the depreciation of the yen to about a third of its previous gold value. The new export
drive then initiated affected not only cotton tissues but the products of several new (or rela-
tively new) export industries, such as rayon, metal ware, rubber manufactures and canned
goods. Export markets became more widely distributed, as did the sources of supply for the
more diversified industry, and imports of manufactured goods were drastically reduced. The
previous import balances with certain countries, such as the United Kingdom, India and the
Netherlands Indies, were turned into export balances—a change tending to compensate for the
reversal of the balance with the United States.

These changes, however, were soon superseded by others, connected with Japan’s wars in
Manchuria and China proper. Her military conquest of extensive areas and their inclusion
in the “yen bloc,” segregated from the rest of the world by means of exchange control,
secured her a monopolized market for Japanese products. The share of the yen areas in
Japanese exports finally rose to over half, while part of the other export markets, gained in
commercial competition a few years earlier, was lost. The weakness of this reorientation of
trade soon became evident. Before her aggression, Japan had been able to derive a consider-
able export surplus in her trade with China available to settle deficits elsewhere. This means
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of payment was now lost. Exports to the yen area did not yield foreign exchange; rather, as
the goods exported were produced in part from raw materials derived from the outside
world, these exports involved the loss of such exchange. Measures had finally to be taken to
check the expansion of exports to the yen area. Meanwhile, a growing trade deficit with
the rest of the world resulted from the war demands for materials which could not be
obtained in sufficient quantities within the yen area.* By aggression and conquest, therefore,
Japan did not solve her trade problems but made their solution more difficult.

China.

Trading conditions within the | group “China and Other Continental Asiatic Countries,”
which includes various countries of the “Near East” and the “Far East,” differ to an extent
that renders the figures for the distribution of the trade of the group as a whole of restricted
value. China represented 60% of the trade of the group in 1928 but less than half of that
trade in 1938. The share of China, excluding Manchuria, in the total import of the group
. fell from 48 % to 19% and in the total export from 39% to 19 % —a decline due in the first
instance to the Japanese aggression. But Manchuria’s trade expanded as a result of Japa-
nese investments, and the trade of the “Near East” grew with the exploitation of the oil fields
of Iran and Iraq and with the development of Palestine by Jewish immigrants bringing with
them considerable amounts of capital.

Table 34.
CHINA {INCLUDING MANCHURIA): DIRECTION OF TRADE.
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports Exports
1928 1938 1928 1938
Percentage shares of:

Japan, Korea, Formosa...........ccunvennan 28 58 28 45
Hong Kong.....ccvveierananaceiecnncnnnas 19 1 19 16
India, Burma, Ceylon..........ccvcviucunnus 4 3 2 2
South-East Asid.eesiieresvieoranasanionnas 7 6 5 4
United States......iccceeeiieriicrcacinans 17 12 13 7
United Kingdom. . .....cveniennrrcsurninns 9 4 6 4
GermMAanY ..o ccvveenrervinnessnsnonsssrones 4 8 2 8
Rest of Europe..cccevievenenincssscenncaens 7 5 12 4
Restof world.......ccivii e aias 5 3 13 10

Total. ...coooiciiiiniiirnannsnas 100 100 100 100

China’s trade, after a period of stagnation, began to grow with the inflow of capital
into China from the middle ’eighties. Foreign investments are estimated to have reached
$800 million in 1902, $1,600in 1914 and over $3,200 in 1931.% But except for certain regions,
China remained an undeveloped country. Other countries captured the expanding world
market for products which had once been supplied chiefly by China—thus, India and Ceylon

1The balances in general trade of Japan proper with the yen area, represented by Manchuria, Ewantung and China, and
with other areas were as follows, in yen (000,000's):

i 1937 1938 199 1940
Balance {export surplus) with yen area + 353 + 602 + 1064 + 1150
Balance (import surplus) with other arcas -~ 961 — 575 - 405 —~ 900

For further details, see World Economic Survey, 1939/41 (L.o.N.P., 1941. IL.A.2), pages 227/8.
2 For details, see C. F. Remer, Foreign Investments in China (New York, 1932), or Balances of Payments, 1931 and 1932,
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became the chief suppliers of tea, and Japan of raw silk. Exports were also affected by the
increase in domestic consumption and by the development of manufacturing in China. Thus
China became a net importer of certain products which had previously been exported—of
sugar and tobacco in the ’nineties, and of cotton and wheat after the 1914-18 war. Against
these changes stand the rapid development of Chinese exports of soya beans, wood oil and a
number of other products.

Europe and the United States accounted for about 37% of imports and 33% of exports
in 1928 (Table 34). In addition, a portion of China’s considerable trade with Hong Kong
consisted of goods originating in, or finally absorbed by, Europe and the United States. Com-
parison with the figures for 1938 show how Japan, after occupying China’s principal ports,
squeezed out several of her main competitors, particularly the United States and the United
Kingdom. Germany, on the other hand, was able to raise her share in both imports and
exports.

US.S.R.

The political revolution of 1917, the industrial revolution which made rapid headway
from the time of the inauguration of the first five-year plan in 1928 and the rapid increase
in population changed the territory now known as the U.S.S.R. from one of the chief
granaries of Europe to an almost self-contained economic unit. Grain exports continued even
during the 'twenties and ’thirties; but they were smaller than previously and less stable,
representing as they did the rather narrow margin between a relatively stable domestic con-
sumption and a production subject to large fluctuations. It is significant that in the export
drive unleashed in the late ’twenties, considerable amounts of manufactured goods were
disposed of abroad. The industrial development since that time, however, has not occasioned
a heavy increase in the export of such goods which have only occasionally exceeded 20% of
total exports. The composition of imports, however, was profoundly affected by the industri-
alization program, Imports of consumers’ goods virtually came to an end while imports of iron
and steel and machinery reached high figures, particularly during the early ’thirties, before
the heavy industry of the U.S.S.R. had attained an advanced stage of development. The chief
industrial supplier at that time was Germany, the German Government granting large credits
for financing exports to the U.S.S.R. Later, these credits were repaid and Germany was
replaced as a supplier by the United States and the United Kingdom (Table 35). Meanwhile,
the domestic production of raw materials was developed so as to render the U.S.S.R. less
dependent upon imports of such materials, even those from the tropical belt. As the degree
of self-sufficiency increased, the need for merchandise exports was naturally reduced, and this
so much the more as an increasing share of the foreign currency required could be obtained
by the sale of gold, the total amount of which has not been officially reported.

In spite of reduced exchange of goods with Germany, Continental Europe supplied a
third of the imports of the U.S.S.R. in 1938, and absorbed not far from half her exports.
The combined share of the United States and the United Kingdom in imports rose from 21 %
in 1928 to 41 % in 1938, and in exports from 26 % to 38% respectively (according to the
adjusted figures of Table 35). In both these years there was an excess of exports to the
United Kingdom and an excess of imports from the United States. In-this respect the com-~
mercial relations of the U.S5.S.R. with the two principal Anglo-Saxon nations has long been
similar to that of the British dominions, the Argentine and several other countries of the
temperate zones. '
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Table 35.

U.S.S.R.: DirRecTION OF MERCHANDISE TRADE.
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports Exports
1928 1938 1928 1938
Percentage shares of:
United Kingdom. ... ....vuuereeeneninnns 2 1 20 30
Germany. . ..ooavveinenenineracsaronannans 25 4 24 8
Restof Europe......ccooiiiiiinnanann., 15 26 30 38
United States. ...ovivieniiiiniinaiinnnnes 19 30 6 8
China (incl. Manchuria).................... 6 7 4 8
Near East......... keenereeneenerbenaana. 9 7 10 8
Restof world.....cociiiiieii i, 824 us 6 —_
Total. ..oooviiinniiniinnnnan. 100 100 100 100

3 In the trade returns of the U.S.5.R., which distribute imports and exports by countries of consignment, these imports (Including,
for instance, jute from India and rubber from Scuth-East Asla) are recorded as derived in part from the United Kingdom. The basls for
the adjusted figures is admittedly uncertain.

Oceania.

Of Oceania’s trade, Australia represents two-thirds, New Zealand over a fourth, and
minor Pacific islands about 5%. The two British dominions trade chiefly with their antipodes;
the share of the United Kingdom in Oceania’s imports and exports in 1938 was 43% and
61 % respectively, and that of the rest of Europe 11% and 18 %. The development of Aus-
tralia’s trade dates back to the gold rush in the middle of the last century, when that country
supplied 40% of the world’s gold production. As the gold production declined, exports of
raw materials, particularly wool, developed. A mighty impetus in Oceania’s trade was given
by the development of refrigeration which began towards the end of the century and ren-

-dered possible the transport of fresh meat and butter across the tropical belt,
The mérchandise exports of the two dominions consists chiefly of foodstuffs and wool:

'Percentage shares in 1937 exports of : Australia New Zealand
Wheat and wheat flour ......cvvieiiinnaann, cennees 18 —
Other foodstuffs (chiefly meat and dairy produce) .... 23 60
7. 39 - 29
Other goods ..cvvuvnneiiiiiiieiiieeiiiineenns 20 11

" Total 100 100

Percentage share of exports absorbed by the United Kingdom 53 76

" Of these products wheat and wool have a widespread market, while exports of meat and
butter have been developed chiefly to supply the United Kingdom. As the share of these
foodstuffs is greater-in New Zealand than in Australia, so is the share of exports absorbed by
the mother country.* : ’

The foreign trade per head of population is very high—in New Zealand actually higher
than in any other country of importance. In both countries the economic development has
1 The more humid climate of New Zealand is better adapted than that of Australia for the production of meat and dalry

produce. Thus, Australiz breeds chiefiy merino sheep ylelding high-grade wool but little meat suitable for export while New
Zealand has changed over to cross-bred sheep yielding coarser wool but high-grade meat,
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been accelerated by the import of foreign capital, invested chiefly in government securities
and amounting at the outbreak of the present war to about £1,000 million. Of this amount,
two-thirds or more represent British and about 5% United States capital.

Manufactured goods constitute three-fourths of the imports. Australia possesses a highly
developed manufacturing industry, based largely upon domestic raw materials (iron ore, -
hides, wool, etc.), which has grown up behind the shelter of protective tariffs and is not com-
petitive in markets outside Oceania. The QOceanian intra-trade, however, which as Table 36
shows, grew from 5% of the trade of the group in 1928 to 8% in 1938, is largely composed
of Australian manufactures exported to New Zealand. ‘

Table 30.

OceANIA: DIRECTION OF MERCHANDISE TRADE.
Percentages based on adjusted figures (¢f. Tables 20-23).

Imports Exports
1928 1938 1928 1938
Percentage shares of:

United Kingdom. . ...coiviivvaniiirenseres 43 43 38 261
Rest of Europe...covvsveesronrrrnesnanens 12 11 33 a{g
United States. . ... ooovviiirrinnnaancenann 23 14 6 2
Northern North America............c... ... 4 8 3 2
Japan, Korea, Formosa..... e esessarereees 2 5 7 4
Tropical AsiaP........cooiviivivnrinieans 10 10 5 4
Oceania (intra-trade)...........cccieevennnn 5 8 5. 8
Restof world.ooooivvennnnnnnnt veeeeaee 1 1 3 1

B 100 100 100 100

& These figures may not be exnct since the basis for the adjustments made in the recorded figures is rather uncertain.
® India, Burma, Ceylon and South-East Asia,

The chief supplier of goods is the United Kingdom whose competitive power is en-
hanced by tariff preferences. The United States comes next in importance. Imports from that
country, consisting chiefly of machinery, motor-cars, mineral oils and tobacco, rose rapidly’
from the late 'nineties, This development was rendered possible by the growth of multilateral
trade at that time and by the increase in Australian purchasing power that resulted from the
progress achieved in refrigeration. As this progress rendered the export of fresh meat
possible, there arose a surplus from transactions with the United Kingdom and Continental
Europe which could be employed for purchases elsewhere.

During the 'thirties the share of the United States in imports declined while that of Japan
and Canada increased. Imports from Canada, favored by preferential treatment, consisted
largely of commodities similar to those supplied by the United States, particularly motor-cars.
In both 1928 and 1938 imports from tropical Asia—jute bags, mineral oils, tea, etc.—
accounted for a tenth of total imports.

The principal change in the distribution of exports between these two Iyears was the
expansion of sales to the United Kingdom at the expense of those to other countries. While
in 1928, according to adjusted figures serving as a basis for Table 36, there was an excess
of imports from the United Kingdom of some $30 million,* there arose in the ’thirties an

1 According to the unadjusted figures (Annex III) e

in 1928; but these figures are misleading since a consid
finally absorbed by other Euwropean countries.

xports to tl_:e United Kingdom exceeded imports from that country even
erable portion of the exports attributed to the United Kingdom were

LEAGUE
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Table 37.

Evuropre: DIRECTION OF MERCHANDISE IMPORTS.
Percentages based on adjusted figures (¢f. Tables 20-23).

Continental Europe

Non-Continental Total
Industrial Other Europe Europe
Countries Countries

1928 1938 1928 1938 1928 1938 1928 1938

Percentage shares of:
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excess of exports to that country which in 1938 amounted to about $160 million; simul-
taneously, the heavy export surplus to Continental Europe was reduced to a fraction of its
previous size and that to Japan disappeared. Debt service payments to the United Kingdom,
previously transferred in multilateral trade through exports to other countries, were hence-
forth settled largely in bilateral trade with the United Kingdom. The change reflects the
decline in multilateral trade which will be further dealt with in a following chapter.

Europe.

The majority of the groups considered in the preceding pages are complementary to
Europe in their trade. Historically, their trade has developed as a result of the inflow of
European capital and their exchange of foodstuffs and raw materials against European
manufactured products. Without this exchange, the rapid industrial development in Europe
and the increase in Europe’s population over the last few generations would not have been
possible. With the growth of industrial centers outside Europe, particularly in the United
States, and the steady integration of economic activities in different continents, the pattern
of world trade became more complicated—it was no longer to the same extent as previously
determined by the exchange of goods between Europe and other continents. Still this ex-
change even during the ’twenties and ’thirties remained a central factor in the mechanism
tending to render the world an economic tmilt.



Table 38.
EUuRrOPE: DIRECTION OF MERCHANDISE EXPORTS.
Percentages based on adjusted figures (¢f. Tables 20-23).

Continental Europe

Non-Continental Total
Industrial Other Europe Europe
Countries Countries
1928 1938 - 1928 1938 1928 1938 1928 1938
Percentage shares of:
North Africa...covveececciiarocsenenas .4 4 2 2 2 2 3 3
South Africa......coemreeivvrirsinns - 1 1 _ —_ 4 9 2 3
Other Africa....coveeeriiiiiiassisnans 2 3 — 1 4 4 2 3
Northern North America......oo0vrsnns i i —_ = 5 5 2 2
United States ....ccoveneerennraranes 7 5 5 6 6 4 6 5
Latin America: :
Mineral-Producing Countries......... 1 2 1. — 2 1 1 2
Tropical Agricultural Countries....... 2 3 2 1 4 3 3 2
Non-Tropical Agricultural Countries. .. 3 3 2 1 5 5 3 3
India, Burma, Ceylon................. u 2 2 _ _ 12 8 4 3
South-East Asi.....ccvienveiiviiviies 2 3 - - 4 3 2 2
Japan, Korea, Formosa..........c..00. 1 1 1 1 2 —_ 1 1
China and other Continental Asia’ ...... 2 3 1 1 4 4 2 3
USSR vvri it iieiaiaananen 1 1 1 -1 —_ 1 1 1
Continental Europe: )
Industrial Countties. .. vvvvavevnasnse 42 38 51 50 18 18 38 36
Non-industrial Countries............. 15 18 1 10 8 12 13 15
Non-Continental Europe. ............., 13 11 23 26 10 9 14 13
OCeAMIA. . oovenrenirersiinarrannans 1 1 _ - 10 12 3 3
Total...ovreenierranaaeannaaans 100 100 100 100 100 100 100 100

Tables 37 and 38 stress certain differences between the three groups of countries into
which Europe has been split. The non-industrial countries derived 78 % of their imports
from Europe and disposed of 86 % of their exports in Europe in 1938. The industrial coun-
tries of Continental Europe did not depend to the same extent upon European markets; yet
Europe supplied 5§6% of their imports and absorbed 67% of their exports. Non-Continental
Europe was still less involved in intra-European trade. Europe supplied just above a third
of its imports and absorbed less than two-fifths of its exports; the remamder of its trade was
widely distributed amongst other continental groups.

Between 1928 and 1938 the direction of Europe’s trade underwent a number of changes.
Thus, the shares of Northern North America, India and Oceania in the imports of Non-
Continental Europe grew at the expense of certain other regions, particularly Continental
Europe, and the exports of Continental Europe were diverted in part from industrial to non-
industrial countries. The changes in the percentage distribution of trade may not appear very
conspicuous ; but they reflect deep-going disturbances in trade relationships to which we shall
return in the last chapter. For a closer analysis, however, reference should be made to the
companion volume dealing in greater detail with the trade of European countries.*

1541, &iulr;pe'r Trade, 4 Study of the Trads of European Countrizs with Each Other and with the Rest of the World (L.o.N.P.



Trade of the “Anglo-American Group”

Political and monetary affinities, particularly as they have emerged during the present
war, tend to unite the economic interests of a large number of nations the chief trading mem-
bers of which are the British Commonwealth of Nations, the United States with the Philip-
pines and Latin America. It may be of interest to study the combined trade of these three
members which, for the sake of brevity, may be designated as the “Anglo-American Group.”

This group represents approximately half of the world’s merchandise trade, while three-
fourths of the remaining half is contributed by the trade of Continental Europe:

Percentage shares in . Imports Exports

world trade of : 1928 1938 1928 1938
Anglo-American Group 50 49 " 53 50
Continental Europe 39 38 35 37
Rest of world 12 13 12 13

Trade values in 1928 and 1938 and the network of trading channels among the various
parts of the group and with the rest of the world are shown in Table 39.

Table 39.
. ANGLO-AMERICAN GRroOUP: MERCHANDISE IMPORTS IN § (000,000's).%
“Frontier values™; origin of imports and consumption of exports; all figures rounded off to nearest ten million.

-

Anglo-American Group

United Canada Rest of Unlted Sutu
Kingdom and and British Latint Total
Ireland Newfoundiand | Commonwealth Phlllpplnel America -

1928 | 1938 | 1928 | 1938 | 1928 | 1938 | 1928 | 1938 | 1928 | 1938 | 1928 | 1938

Imports

Unit ngdom and Ireland..| 380 210 200 140 | 1,370 | 1,030 260 110 390 190 | 2,600 | 1,680
da and Newfoundland. . 290 380 20 10 90 100 570 290 40 30 | 1,010 810
Rest of Bm.ish Commonwealth’

................. 910 | 1,140 80 90 460 370 640 200 70 30| 2,160 | 1920
United Statea and Philippines, , 920 570 930 490 440 330 2190 210 240 590 | 3440 | 2,190
Latin

.............. 660 | 430 30 30 20 20| 1030 | 5s0| 330 330 2170 1360

Total (from the Group). .... 3,160 | 2,730 | 1,260 | 760 | 2,380 | 1,850 | 2,810 | 1450 | 1,770 | 3,170 | 11,380 | 7,960
Continental Europeb......, ..} 1880 | 1,280 20 60| 570| 430 | 89| 510| 810|590 | 4,240 | 2,870
Rest of world.caeeeeaenooo...| 460 350 0 - 760 580 860 380 30 50 | 2130 | 1,360

World, s eviaiernsnnnns 5,500 | 4360 | 1,370 820 | 3710 | 2,860 | 4,560 | 2,340 | 2,610 | 1,810 |17,750 {12,190
Exports to:
United Kingdom and Ireland..| 380 210 390 350 870 960 870 560 600 360 | 3,110 | 2440
Canada and Newioundland....| 170 120 20 10 60 60 930 480 20 10 | 1,200 630
Rest of British Commonwealth
of Nations..oveesvnaroorsen 1,240 900 90 100 460 370 370 260 20 | 2,180 | 1.650
United States and Philippines.. 240 100 560 | 200 540 270 200 180 | 1.040 490 | 2,580 | 1330
Latin Americab.............. 350 180 40 20 60 30 850 540 340 | 1,580 ( 1.110
Total (to the Group)....... 2380 ¢ 1,510 | 1,100 710 | 1,990 | 1,690 | 3,220 | 2,020 | 1,960 | 1,220 | 10650 | 7,210
Continental Europeb. ........ 970 680 270 110 { 1,040 530 | 1510 750 | 1,080 660 | 4870 § 2,730
Restof world.....c.cvvennn.. 370 200 80 30 670 330 590 460 40 60| 1,750 | 1080
World....counvnrnnans 3,720 | 2390 | 1450 910 | 3,700 | 2,550 | 5320 | 3,230 | 3,080 | 1,940 |17,270 {11,020

& The figures for 1928 refer to dollirs according to the parity In force in that year.
b Excluding British territories.
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The intra-trade amongst the countries of the group represented just below two-thirds of
both the total imports and exports of the group. The remaining trade was conducted chiefly
with Continental Europe.

Table 40 shows the composition of the trade of the group as well as the rest of the world
in 1928 and 1937, according to the three major categories of goods considered in Table 6.

Table 40.
ANGLO-AMERICAN GROUP AND REST oF WoORLD: COoMPOSITION oF MERCHANDISE TrADE, 1N § (000,000's).
Adjusted figures—"‘Frontier values”, rounded off to nearest ten million

a: Foodstuffs and live animals
b: Materials raw or partly manufactured
¢: Manufactured articles

19288 1937

a b c Total a b c Total

‘ Imports
United Kingdom and Ireland.............. 2460 | 1,820 1,220 | 5,500 | 1,980 | 2,040 880 | 4,900
Canada and Newfoundland............... 240 380 760 | 1,380 150 310 510 970
Rest of British Commonwealth of Nations..| 640 640 | 2,420 | 3,700 440 650 | 2,180 | 3,270
United States and Philippines............. 1,120 | 2,240 | 1,200 | 4,560 | 1,000 | 1,710 750 | 3,460
Latin America................. Ceareraaae 470 430 | 1,710 | 2,610 270 390 | 1,270 | 1,930
Total Anglo-American Group......... 49301 5,510 | 7,310 |17,750 | 3,840 | 5,100 | 5,590 | 14,530
Continental Europe..............c0uue... 3,450 | 5,970 | 4,160 {13,580 | 2,160 | 5,190 | 2,920 | 10,270
Rest of world..........coviiiiivnnnnn. 740 | 1,350 | 2,060 | 4,150 430 | 1,260 | 1,680 | 3,370

Exports
United Kingdom and Ireland.............. 420 520 | 2,780 | 3,720 280 470 | 1,910 | 2,560
Canada and Newfoundland......... eaaa 740 320 390 | 1,450 350 430 310 | 1,090
Rest of British Commonwealth of Nations..| 1,110 | 2,020 570 | 3,700 | 1,080 | 1,900 370 | 3,350
United States and Philippines..... rerenes 830 | 2,290 | 2,190 | 5,310 340 | 1,450 | 1,670 | 3,460
Latin America........ i resrareieenanenn 1,690 | 1,320 80 | 3,000 | 1,100 | 1,350 _ 50 | 2,500
Total Anglo-American Group......,.., 4,790 | 6,470 | 6,010 |17,27G | 3,150 | 5,600 | 4,310 | 13,060
Continental Europe.............. Chereeens 2410 | 2,810 | 6,170 {11,390 { 1,620 | 2,600 ( 4,690 | 8,910
Restof world.....ooouiniiinninnnnnnnen 1,110 | 2,110 730 | 3,950 840 | 1,720 880 ] 3,440

& The figures for 1928 refer to dollars according to the parity in force in that year.

Owing to the big intra-trade among the countries of the Anglo-American Group, as well
as of the rest of the world, this table is of limited value for the study of trade relations be-
tween the two areas in question. The figures, studied in conjunction with those of Table 39,
however, indicate that a considerable portion of the trade between this group and the rest of
the world consisted of raw materials exported to Continental Europe in exchange for manu-
factured goods.

For a closer study it is necessary to consider the quantities of individual products im-
ported and exported. Table 41 gives such information for the Anglo-American Group as well
as for the rest of the world in 1938. The products considered are the foodstuffs and raw ma-

terials included in Tables 13-15, representing about 60% of the value of all foodstuffs and
raw materials entering into trade. ' '

i For information on the world export values of the products in question, see the tables Just referred to.



Table 41.

ANGLO-AMERICAN GRGUP AND REST OF WORLD: TRADE IN CERTAIN PrODUCTS 1N 1938, 1N METRIC TONS (000's)

71

Anglo-American Group

Rest of World

Product
Imp. Exp. Bal. Imp. Exp. Bal.

Beefand mutton........................ 1,074 1,252 | + 178 179 10 - 79
Pork.. o i et e 497 224 | - 273 63 3131 4+ 250
Butter. ... .ot iiiiiaiieieieaaaan, 504 279 | = 225 110 335 | + 225
Wheat. ..oviiiiinoinaiiieiiicannnnann. 7417 10,409 | 4+ 2,932 6,232 3,605 | — 2,627
Wheat flour. ........0vviiinrnnenrnnnnnns 1,202 1735 | + 3533 1,228 m ) - 517
Maize..o oot i et rrraaaas 3464 6,853 | + 3,389 5,972 2,115 | — 3,857
Rice: .. ittt 3,658 3,604 | — 54 2,636 2892 | + 1256
Bananas......coieiiniiinnnnnnn ciieaan. 1,935 21791 + 244 465 215 | - 250
Citrous fruit_.........ciiiieiiiiiiinannn 916 1,163 1 + 247 927 50 = 177
Sugar..... Cereanans S vennees 6,352 6520 + 168 © 2,419 2,480 | + 1
00 1 1,042 16321 + 590 796 199 | — 597
Tt i i eirincnenancrerennennasasonnnes 327 2851 - 42 88 146 | + 58
Linseed (fat content)............... ceren 250 539 | + 289 317 11 ] - 306
Five other oilseeds {fat content)® . ........ 715 1,217 | + 502 1,694 1,222 | — 472
Linseedoil...........ccvviiinnaiana... 36 13| - 23 58 95 | + 37
Oliveoil.oocoveisiiaivnniinenns cveenas 95 2] - 93 116 206 | + 90
Six other vegetable oils®................., 746 590 | = 156 443 669 | + 226
Tobacco..ivovevnnneercaaanaananns verene 226 345 4 119 337 236 | — 101
Wool............ Ceremeaaees febemaaaes 354 902 | 4+ 548 624 98 | — 526
Sik..oviiinnns 30 . — | = 30 6 6|4+ 30
Jute. oo veeeas veeen 273 668 | + 395 451 12| — 439
Cottom...ovoveerinaconanas Ceeeeeecaaene 784 2,077 | + 1,293 2,021 657 | — 1,364
Rubber.....cooiiervrinaninsiinissanannn 767 655 | - 112 346 3|+ 3
Coaliiisiiiinnaniannnnns terieeas ceeeess| 23,874 51,438 | +27,564 80,998 58,515 | —22483
Crude petroleum............. S 38,414 44,500 | + 6,086 14,910 5190 | = 9,720
Petrol......... freeen ferentneann veevers] 10,198 11,070 | + 872 5,737 6,083 | 4+ 346
Gas and fuel oil....... Ceeenan Creaeiaeeas 17,927 28,831 | 410,904 9,088 11,510 | + 2,422
i 1,050 890 | — 160 1,218 1493 | + 275
8,586 7,215 | — 1,371 38,654 39,785 | + 1,131

Manganese ore......c.cvacuucaann srareds 736 1,525 | + 789 - 1,478 461 | — 1,017
PigirOm. . iiiiiiicnriannsncinsnsssnnas 440 1,099 | + 659 1,946 1,538 | — 408
Iron and steel scrap......... renrerenvene 782 3,544 | 4+ 2,762 4,667 1,674 | — 2,993
Copper (unworked) . .......ccoevviinnn... 437 1,166 | + 729 .1,071 388 | = o686
Lead (unworked)............. terssiineas 423 787 | + 364 409 15| — 294
Tinore...ccoviriivnennnananes teeranens 85 | - 8 57 55| - 2
Tin (unworked).......covevu.ens vevmanan 67 86|+ 19 61 57| — 4
Zinc (unworked)........iiiiiieaaa.... 209 246 | + 37 254 22 — 12
Nitrates of sodium, calcium, ammonium... 853 1,782 | 4+ 929 1,584 687  — 897
Sulphate of ammonia. .v.vsuurs. renrenaes 342 420 | 4+ 78 1,006 965 | — 41
Natural phosphates..........0cenennen.. 1,797 2467 | + 670 5493 4,806 | — 687
Basicslag...ccocieceninniinananonenn. 97 165| + 68 1,186 1,333 | + 147
Superphosphate.......coveveirerenana . 256 120 — 136 817 7721 — 35
Potash fertilizers. . .. ... feeesaranaiaaanas 720 134 | — 586 1,879 2,608 [ + 729

& The cils and oilseeds here considered are those specified in Table 14,

If the statistics were complete and correct and not affected by differences in the quantity
of goods afloat or stored up for re-export at the beginning and the end of the year, or by losses
suffered in the transport, the balances of imports and exports would, of course, be the same
for the Anglo-American Group as for the rest of the world, though they would bear opposite
signs. In the majority of cases, the differences are small, a fact indicating that the figures are
representative and reasonably correct. The exceptions are few and refer to articles with an
excess of imports or exports of either group that is small in relation to the total turnover (as
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is true of rice and sugar) or the figures for which are affected by special circumstances (as gas
and fuel oil, the recorded exports of which appear to have included considerable quantities for
immediate use as bunker 011)

Study of the table gives an overwhelming impression of superiority of the Anglo—Amer-
ican Group over the rest of the world with regard to the supply of foodstuffs and raw ma-
terials. In the case of a few of the articles considered there was, it is true, an excess of imports
into the group, and an excess of exports from the rest of the world. But in most of these cases
the dependence of the group upon outside supplies was more apparent than real. The group’s
big import surplus of pork and butter, representing imports of the United Kingdom from
Continental Europe, is a case in point. Heavily deficient in the supply of foodstuffs, Continen-
tal Europe could export animal foodstuffs on balance only because of a much greater supply
of vegetable foodstuffs (particularly cereals) and oilseeds from the group. Similarly, the
group was a net importer of fatty oils—but the fat content of its net exports of oilseeds by far
exceeded that of its net import of oils. The group’s net import of superphosphate represented
(by weight) only a fifth of its net exports of natural phosphates. The group recorded a net
lmport of iron ore; however not only was this import insignificant in compar1son with the
group’s productlon, but its iron content was only about a fifth of the group’s export of iron in
the form of pig and scrap. The number of primary goods in the case of which the group is
clearly and to a considerable extent dependent upon outside supplies—as is true of raw silk
and potash fertilizers—is indeed very limited.

Such a degree of independence with regard to outside supplies may be of great impor-
tance in war time; but under peace conditions, with which this volume is concerned, it is by
no means an unadulterated advantage. Excess of production over consumption is nothing else
than dependence upon foreign markets for disposal of the surplus. If such markets are not
available, prices are affected, production becomes unprofitable and the whole economic life of
the country or group concerned is disturbed. It is, therefore, in the interest of the members of
the Anglo-American Group no less than of countries outside it “to further the enjoyment by
all States, great or small, victor or vanquished, of access, on equal terms, to the trade and to
the raw materials of the world which are needed for their economic prosperity.”



The System of Multilateral Trade

Introductory Remarks.

International trade reflects international interdependence. The improvement of trans-
port facilities during the last hundred years rendered it possible gradually to extend the range
of products which could be exchanged not only in local trade between neighbouring countries
but over the whole world. More and more countries were thus drawn into the orbit of “world
economy”; and more and more the economic effect of local events have tended to spread
over wide areas.

A country’s import markets naturally do not necessarily coincide with its export mar-
kets; hence multilateral settlement of obligations arising in trade is required. If a country A
is entitled to a net payment from country B on account of an export surplus or services
performed and cannot be paid through a corresponding influx of gold from B, that country
has to acquire the currency required for settlement through a surplus, as a rule in merchan-
dise trade, with a third country, C. Country C, in its turn, has to compensate for its import

Table 42.
MERCHANDISE TRADE BALANCES OF GEOGRAPHICAL REGIONS.
Adjusted figures—"*frontier values”.

Import (—~} or export (+) Exports as percentage
balances in § (000,000's) of imports
Group
1928
1928 | new $ | 1935 1938 1928 1935 1938
gold
1. North Africa.....ccoevneniiinnannann.. - 80| = 133] = 94{ - 81 8.8 88.4 83.7
2, South Africa.......cociiinieaaaaia., — 182 | — 309 | — 250| — 341 59.9 45.2 40.9
3. 0Other Africa......ccccveviienannianss — 48| - 82— T|-— 123| 805 85.1 74.9
4, Northern North America......c0v0un.. + Ti{4 129| 4 141|+ 97| 1068 | 1216 | 111.9
5. United States. ......cceveerenacanan.. + 70| 4+1.271 14+ 103) + 919 1170 | 1047 | 141.8
Latin America:

6, Mineral producing countries. ........ 4+ 2374+ 401 |+ 231 |+ 161 | 186.5 1669 | 1£3.9
7. Tropical agricultural countries. ...... - T7|- 13|4 33;-— 59| 994 | 1067 92.0
8. Non-tropical agricultural countries....| 4+ 235 4+ 398|+ 190| — 6| 1266 | 147.7 98.8
9. India, Burma and Ceylon.............. 4+ 2954 49914 84|+ 136 1278 | 1141 122.8
10. South-East Asia........coovienvvnnnn. + 277 | 4 4694+ 234 | 4+ 139 1228 | 1848 | 116.1
11. Japan, Korea, Formosa................ — 154|— 261 |— 7|+ 19| 858 88.1 102.4

12. China and other Continental Asiatic
Countries. .uvvuerrnrnnnrssnsessones - 229| — 383| —~ 294~ 317| 848 69.8 71.8
13, USS.R..iiviineriieronnnnnaans A, - 78| — 132|4 116|— 11| 841 1662 859

Continental Europe:

14. Industrial countries..._............. —1,406 ) —2,381 | — 982 | — 965| 86.7 848 88.6
15. Other countries........coovvvevnenvnn - 794] —~1,345| —~ 1741~ 274| 788 802 874
16. Non-Continental Europe.............. —1,770 | —2,997 | —1,436| —1,964 | 879 80.3 §6.1
17. Oceaniz. . .ovcrecceeinnanmacnnennn. + 10|+ 16|+ 95|+ 4| 1081 | 1170 | 1005
World. .coooveiiiinn i eeieee —2,867 | —4,858 | —2,017 | ~2,666 | 919 904 89.1
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surplus from B with an export surplus to D, and so it continues until the circle is closed by an
export surplus from the last of the countries involved to A. The statistical information
collected for this volume permits of pushing somewhat further the study of multilateral
settlements of which various details have already been published.*’

Balances of Total Trade. ’

The study of multilateral trade is largely concerned with the geographical distribution of
the trade balances of different countries or areas. Before studying this distribution, there is
reason to consider the aggregate merchandise balances of the seventeen groups into which the
world has been divided in this volume, These balances, as shown in Table 42, are calculated
from the “frontier values” of imports and exports. The amount by which world imports ex-
ceed world exports, according to the last line of this table, represents in the main the cost of
transport between the frontiers (or ports) of the importing and exporting countries. The rise
in this excess from 8.1 % of the import value in 1928 to 10.9% in 1938 reflects a relative in-
crease in the expenditure on transport. The quantity of manufactured goods—which owing to
their relatively high value per unit of quatity are likely to be subject to relatively low trans-

Table 43.
GoLD AND SILVER BALANCES OF GEOGRAPHICAL REGIONS.
Unadjusted figures based on Annex II,

Gold Silver
Import (—) or export (+) Import (—) or export (+)
Group balances in § (000,000's) balances in $ (000,000's)
© | 1928 4 1928

1928 | new ${ 1935 1938 1928 [ new $ | 1935 | 1938
gold gold ’
1. North Africa, . ..ocvviiiiniaiinnens - 1= 21+ 5|4+ 3|-2|- 2|4+ 21—1
2, South Africa......ccvviviannniinnn, +219 | 4371 {+ 3781+ 219\ + 214+ 3V 4+ 104+ 2
3. Other Africa....cooiiiinnnnnennnn. + 6|+ 114+ 36|+ 53 —_ -+ 2]- 3
4, Northern North America............ + 87| 4147 |+ 112 |+ 78| + 14| 4+ 23| + of 4 13
S. United States.......ccovvvveninnnn. +392 | 4663 | —1,739 | —1,973 | + 19| + 33| —336 | —224

Latin America: .
6. Mineral producing countries. ...... - 7| -12]- 2|4 SO} 4+ 42| 4+ 70) 4+ 46| + 38
7.  Tropical agricultural countries, , ... -~ 49| - 83 |4+ 13|+ 164+ 1|4+ 214 214+ 1
8. Non-tropical agricultural countries.] — 84 | ~142 |4+ 5|4+ 41 —_ — — —
9. India, Burma, Ceylon..........vuv.. — 80| —136 |+ 160 |+ 54| — 41| — 69| + 34| - 1
10. South-East Asia.........cvvivivnnns - 14}~ 24|+ 30|+ 45| — 5| - T[4+ 11| 4+ 8
11. Japan, Korea, Formosa............. —_ —_ _ e |+ L]+ 1| 4 43 -
12. China and other Continental Asiatic -

Countries. ...ovoeiiiiinerrnnanns - 1] - 1|4 27|+ 8| — 79| —135 4 97| + 51

13, USSR st iii i iiieeicaaanas . een ..

Continental Europe:

14, Industrial countries............... —514 | —871 | 41,168 [+ 162 + 15|+ 26| + 10 + 2
£5. Other countries.............c.... -19| =31 |4+ 3|+ 13 — — — | - 2
16. Non-Continental Europe............ + 65 4110 |~ 3474 297| — 5| — 8|+ 70| + 54
17. Oceania.......cooeeviiiainnavinsn. + 1214+ 21|+ 48}4+ 0+ 5|4+ 8|+ 314+ 5
World, . ....ovvviiiiaiiiin, +12(+4+21|— 106 — 84| — 33| —55|— 6| — 57

Lcf. Europe’s Trade, pages 33-37; Balances of Paymenis, 1933, pages 23-31; Review of World Trads, 1938, pages 34-40,
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port costs—declined over this period in relation to that of primary products.* Further, the
prices of goods entering into world trade fell more rapidly than costs of transport.*

Balances on account of trade in gold and silver are shown in Table 43. In order to facili-
tate the study of both the tables, the balances for merchandise as well as gold and silver in
1928 and 1938 are set out in Diagram 5.

Diagram 3.

TRADE BALANCES IN 1928 AND 1938, IN $(000,000’s).
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Note. The groups of countries are numbered as in Tables 2 and 3 and arranged In the order of magnitude of thelr Import bal-
ances of merchandise, and the inverse order of their export balances of merchandise. The gold and silver balances of the U.S.5.R. are
not shown (as not available).

The silver balances are not very great and hardly require special consideration, but the
gold balances are of very considerable importance. For the particular problem which we are
studying, however, the trade in gold is by no means analogous to that in merchandise. It is
true, for instance, that gold exports from producing countries, such as the Union of South

1 Between 1929 and 1938, the quantum of manufactured articles entering into trade declined by 15% but that of foodstuffs by
only 85% and that of raw materizls by 5% (Review of World Trade, 1938, page 61).

3 Thus, while prices of goods, entering into world trade, fell in terms of sterling by 24% from 1929 to 1938, the index number
of ocean freight rates published by The Ecomomist (London) was 0.6% higher in 1938 than in 1929.
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Africa or Canada, may be regarded as a “current item” in their international accounts. But as
long as the market price of gold is determined by the statutory price paid by one or several
countries, gold is accepted as cash everywhere and gold exports do not present a “transfer
problem” to the exporting country. Moreover, gold movements are frequently connected, not
with the financing of merchandise trade but with the transfer of capital, particularly short-
term funds ; and such flows of gold fluctuate in magnitude and are erratic in direction. In mer-
chandise trade, on the other hand, prices vary on account of fluctuations in supply and demand,
and the flows of goods, determined as they are in a large measure by physical requirements,
_tend to follow constant routes year after year, unless deliberately obstructed by governmental
policy. v
Owing to this constancy of trade routes, the claims and liabilities arising out of merchan-
dise trade tend to arrange themselves according to a pattern of a certain permanence. Each
country is likely, year after year, to have an excess of imports from certain countries, and an
excess of exports to others. The claims and liabilities arising from certain other business
transactions also tend to assume a more or less'constant pattern, particularly freight payments,
determined as they are by trade and the distribution of the world’s merchant marine, and in-
terest, dividends and regular amortization payments, determined by the location and ownership
of international investments. We shall find that it is chiefly through the net-work of trade bal-
ances that obligations on account of interest, dividends and freights are liquidated. In particu-
lar, the large income of the United Kingdom and the Netherlands on account of these items
used to follow round-about routes.

A World System of Trade Balances.

The network of trade balances among countries may at first blush appear extremely in-
volved. Close inspection reveals, however, a considerable regularity in the direction of. bal-
ances. It soon becomes evident that the cases of triangular or multilateral settlement within
small groups of countries are relatively unimportant, and that almost all balances of impor-
tance belong to a single world-wide system of settlement,

By a method of “trial and error” it is possible to draw up a list of the majority of the
world’s trading countries in such a way that each country has an excess of imports from prac-
tically all countries that precede it in the list, and an excess of exports to practically all coun-
tries that succeed it. Without attempting to establish a complete list of this'kind,* we may trace
the outline of the system of balances by splitting the world into six big groups, of which the
first five clearly belong to the system:

A. “Tropics,” including Central Africa, the tropical agricultural and the mineral producing
countries of Latin America,® and tropical Asia (regions 3, 6, 7, 9 and 10 of Tables 20-23).

B. United States (region 5).

C. Other regions of recent settlement in the temperate belts, including the British Dominions
—practically, South Africa, Northern North America and Oceania (regions 2, 4 and 17)—and
the non-tropical agricultural countries of Latin America (region 8).

D. Continental Europe (regions 14, 15).

E. Non-Continental Europe (region 16).

F. Rest of world (regions 1, 11, 12, and 13).

1This would meet with certain statistical difficulties, since we should have to adjust the figures recorded by each country
concerning the direction of its trade in the same way as the figures for groups of countries were adjusted in Tables 16-23.
2 For convenfence the whole group of Latin American mineral producing countries is included in the *'Tropics,” though

actually Chilc falls within the southern lemperate belt. The orientation of Chile’s balance of trade is similar to that of other countries
within the group.
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As the system of trade balances underwent certain changes during the 'thirties as a result
of the economic depression and the establishment of numerous discriminatory trade barriers,
the “normal” relationships among the groups during the period between the two world wars
may with advantage be studied from the trade figures for 1928. Table 44 shows imports, ex-
ports and trade balances among the six groups in that year.

As the last of these groups (F), taken as a whole, does not occupy a clearly defined place
in the system of international settlements, attention should be concentrated upon Groups A-E,
which together represent g0 % of world trade. To begin with we may further disregard the
intra-trade within each of these groups.

The table shows that, with one exception, each of the five groups A-E has an export bal-
ance with each following group and an import balance with each preceding group. As we shall
soon see, the exception represented by the fact that the first group (A) had an excess of im-
ports from the last (E), does not detract from the coherence of the system but rather adds
to it. -

Table 44. .
DirecTioN of MERCHANDISE TRADE AND TRADE BaLances 1N 1928, 1N $ (000,000's),
Adjusted figures (“frontier values”), based on Tables 20-21.

D The Er;mpe of countries have been chosen and arranged so that the balances should [llustrate the system of multilaternl settlements (see the accompanying text and

F:gurés-not reflecting the corientation of international tranafer are shown in small print: those of group F because the position of that group, taken ns & whole, In
the system of settlements cannot be clearly defined, and those representing intra-trade within each group because the balances in such trade only represent the cost of
transport between the frontiers of the countries concerned.

Trade of A. Tropies® B. United States |G- Regloneof  ene| D Eontinental E. Bon-Continental | g Regt of world
Trade with fm- | BEx- | Bak | 1m- | Bx- | Bat- | 1o | Bx- | Bak | tme | Bx | Bk | Im | x| Bak | Im. | Bx- | Bat

ports | ports | ance | ports | ports | ance | porta | ports | ance | ports ports ance | ports | ports | ance | ports | porte | nnce

A, Tropies®. ... ..ciiviinann ©00 800 |—100 | 1,820 870 | —950 310 180 | —-130 | 1.600 910 |— 690 760 930 |4 190| s80 320 | =260
B. United States of America...| 1,010 | 1,650 0 — — — | 1430 740 | —690 | 1,650 760 |— B890| 910 230 | = 680 6oo 370| — 30
C. Regions of recent settl 216 | 240 30 780 | 1,380 | 4600 340 220 |— 20 | 1,490 530 |— 960 1,180 890 |— 290| 1g0 g0 | =140
D. Continental Europe........ 1,080 | 1,420 40 880 | 1,500 | 4620 640 | 1,350 | +710 | 6,020 6,630 |= 200)|1,900| 1,000 |~ 900| 930| 8io| =120
E. Non-Continental Europe. ..} 1,050 | 750 {—300 250 | 860 |+4+610 980 | 1,150 | 4170 | 1,060 | 1,730 {4 670| 400| 300|—= 10| 3320| 330 + Io
F. Rest of world.ciavnasases 370 500 {130 680 | 550 |—130 70 170 | 4100 860 830 |= 30| a70 a0 |— 80| r.000] 1,060 -—

Total.ovearesensranes 4,620 | 5,360 | +740 | 4,410 | 5,160 | 47S0 | 3,670 | 3,810 | 4140 | 13,560 | 11,390 | 2,190 | 8,52¢ | 3,750 | —1,770| 3,680 | 3,140 | ~540

s In order to save space, the values are shown only in dollars according to the parity in force In 1928,
b Including Chile (see text).

A synoptic view of the system is afforded by Diagram 6, showing the transfer movement
as reflected in the trade balances among the groups. Both export and import balances are
shown (see the note to the diagram). The import balances exceed the export balances chiefly
on account of the cost of transport between the frontiers of the importing and exporting coun-

- tries. Whether the import or export balances represent the true net outlay or net receipt from
trade among the groups naturally depends chiefly upon the nationality of the ships which car-
ried the goods, and of the insurance companies with which the goods were insured. Actually
two-thirds of the tonnage of all merchant vessels was European, and the European groups D
and E were net receivers not only of freights included in the C.I.F. value of their imports, but
also of large amounts earned from the rest of the world on account of transport to or between
non-European countries.

The trade relationships among the groups are governed largely by the transfer of debt
service payments and dividends from the tropics and the regions of recent settlement in the
temperate belts (Groups A and C) to the European creditor countries in Groups D and E. The
fact that the United States enters into the system between Groups A and C, although she is a
highly industrialized creditor country, proves that the order of the groups does not reflect the
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degree of economic development. It is interesting to note that the United States was a net im-
porter from the Tropics and a net exporter to the regions of recent settlement, while Non-Con-
tinental Europe was a net exporter to the Tropics and a net importer from the regions of recent
settlement. The balances of Non-Continental Europe resulted, of ‘course, from those of the
United Kingdom. The export balance from the United Kingdom to the Tropics occurred in
spite of the fact that about a third of her oversea investments were placed in the T. ropics and
her net income from that group on account of investments and services performed may have
been around $400-500 million. The bulk of this export balance appears to have been offset by
capital exports from the United Kingdom in the course of the year.

Diagram 6.

THE SYSTEM OF MULTILATERAL TRADE, AS REFLECTED BY
THE ORIENTATION OF BALANCES OF MERCHANDISE TRADE IN 1928.
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Note. The balances, derived from Table 44, are given in millions of dollars (according to the parity in force in 1928). Both im-
port and expott balances are shown: the smaller of the two figures in each circle represents the export balance of the group from which
the arrows emerge, and the larger figure the Import balance of the group to which the arrows point. The difference between the

;;;o‘mh tlx.zi question is due largely to the inglusion in imports of transport costs between the frontiers of the exporting and import-
countries. :

The differences inthe direction of the trade balances of the United States and the United
Kingdom with Groups A and C reflect the nature of their trading connections. Few tropical
countries have an advanced manufacturing industry. As, moreover, the majority of tropical
countries are relatively poor, their requirements have consisted largely of non-durable con-
sumers’ goods. The United Kingdom’s export industry, though tending to change over from
such goods to durable (consumers’ as well as capital) goods, especially during the last twenty
years, has by tradition been a principal supplier to tropical countries. Naturally, the United
Kingdom has also been an outstanding supplier to the “regions of recent settlement,” which
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were developed largely with the aid of British capital and belong, for the most part, to the
British Commonwealth of Nations. These regions in their turn furnish her with a large pro-
portion of the cereals, meat, butter and other products of the temperate zones that she requires.
But the United States, which exports considerable quantities of durable goods to them, pro-
duces herself similar agricultural goods so that her trade with them tends to be somewhat one-
sided. On the other hand, her imports of primary goods consist largely of raw materials from
tropical countries which have not reached a state of economic development at which relatively
highly valued durable goods are required.

It may be useful to consider certain details which do not emerge from Table 44 and Dia-
gram 6. In reality the system of multilateral trade is a far more complicated mechanism than
could be revealed by figures showing the distribution of trade among a few groups of coun-
tries.

Within the Tropics (Group A), for example, there is a complicated network of trade re-

“lations. Thus, in 1928 the Netherlands Indies recorded an export balance to. India of $44
million, and to British Malaya of $80 million, while the two last mentioned countries had an
export balance to the United States of $82 and $186 million, respectively. India also recorded
an export balance—largely on account of the sale of jute sacks—to a number of tropical coun-
tries such as Brazil and Cuba which in their turn were net exporters to the United States,
Again, Curacao had a big import balance with Venezuela, and an export balance with the
United States. This all goes to prove that what in Diagram 6 is shown as an export balance
from the Tropics to the United States is in part the second (and in part even the third) link in
chains of transfer originating in individual tropical countries,

As the diagram shows, the United States had an excess of exports to the “settlement”
and European Groups C, D and E totalling about twice the excess of imports from the Tropics
Group A. There was also a small import balance ($130 million) from the miscellaneous Group
F which is not shown in the diagram. The foreign transactions of the United States on a¢-
count of “invisible” items are very large, and it is of interest to consider how balance was ob-
tained in her international accounts. Complete data concerning the United States balance of
payments by geographical regions in 1928 do not exist, but with the aid of the partial infor-
mation available it is possible to make a rough estimate of the transactions with the groups
considered above (Table 45).

The “invisible” current transactions with each group largely offset each other, particu-
larly if not only services proper (including interest and dividends on private investments), but
also interest and amortization on war debts are reckoned as current transactions.' But owing
to the granting of long-term loans, particularly to Continental Europe, the total current ac-
count resulted in a large surplus. During the ten years ending with 1928, the United States
capital exports were an important factor in the system of multilateral trade. During the latter
half of that period, when a large portion of the loan was absorbed by Germany, that country
could, for instance, use the loans by increasing its net imports from the “recent settlement”
countries of Group C, which in their turn could raise correspondingly their net imports from
the United States.

Capital operations, however, do not necessarily have the effect of increasing multilateral
trade. If, for instance, the United Kingdom granted a loan to a country of Group A, the im-
mediate—though not the final—effect might well have been to reduce Group A’s export sur-

t Regular amortization and red i of other loans represent another “current” financizl transaction.
Total such receipts by the United States amounted to ;bout $360 million in 1928; but their geographical distribution among the paying
countries is not known.
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plus to Groups B-D, rather than to increase its import surplus from Group E. But in the case
of loans from the United States (placed near the beginning of the transfer routes from Group
A to Group E) to a country such as Germany (nearer the end of the same routes) there is
every likelihood that the transfer of the loans would be reflected in increased trade balances
along those routes. The rise of the United States to a creditor nation with rapidly increasing
foreign investments, and the direction of a considerable portion of her capital exports to Eu-
rope, thus stimulated multilateral trade; but it also rendered the system of such trade unstable
and dependent to a great extent upon the continuation of that capital flow. Indeed the injection
of any new force into the complex mechanism, if that force is not of a compensatory nature,
must render the mechanism more unstable.

Table 45. )
UNITED STATES: ESTIMATED BALANCE OF PAYMENTS BY GROUPS
oF COUNTRIES,IN 1928,

Surplus (+) or deficit (~), in § (000,000’s), with:
C. Regions

; of recent E. Non-
Item A, Tropics settlement D. Continental Continental F.Restof  All
in temperate Europe Europe world  countries
belts .
Merchandise ("frontier values'’) -
according to Table 44.......... —950 +4-600 +620 +610 -130 4750
Interest, dividends............... +260 +200 +100 — 60 + 30 4530
Freight earnings®................ 4100 + 40 + 50 + 40 + 30 4260
Immigrants’ remittances and funds — - 20 —190 — 10 — 80 —300
Tourists’ expenditure............ - 70 - 9 —260 — 40 — 10 —470
Miscellaneous servicest........... - 3 - 60 — 60 -~100 ~— 50 =300
Total goods and services...,.. —690 +670 -+260 +440 —210 4470
Service of wardebts. . ........... — — + S0 +160 — 4210
New Iong—terr_n loans......ce0veue =240 --300 —550 - 20 - 70 1,180
Total above items........... —930 +370 —240 +580 —280 —500
Other capital items.............. T aee “ee ees — 4210
Gold, including earmarking opera-
tions, and silver............... ees “en . . — 4290.

& Including freight earnings of American ships on imported goods, offset under “*Merchandise™ by inclusion of freight, in the import
value. (In official United States returns these earnings are excluded from bath the merchandise and the freight items.)
b Including certain merchandise adjustments (contraband, etc.).

The export balances of Group C—the “regions of recent settlement” in the temperate
belts—with the European Groups D and E exceeded its import balances from the Tropics and
the United States (A and B) ; but the difference is not great and is fully explained by net pay-
ments to European countries on account of current “invisible” items. Of the countries included
in Group C, Australia and the Union of South Africa recorded considerable import balances
with the United Kingdom. South Africa’s net imports, however, may have been paid for by the
sale of gold. As in the case of the Tropics, the grouping conceals the balances of trade among
the countries within the group. Canada (included in C) might have been inserted as a separate
group between the United States (B) and C, as she had an import balance with both the Tropics
and the United States (A and B) and an export balance with the countries of Group C. Aus-
tralia was a net importer from Canada but a net exporter to New Zealand and South A frica.
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Continental Europe (Group D) had an export balance with Non-Continental Europe of
$670 million but an import balance with other continents of three to four times that amount.
The discrepancy was due to such items as freight earnings included in the value of imports, in-
terest and dividends due to continental creditor countries, and capital imports, particularly by
Germany from the United States. Within Continental Europe there was an important network
of trade balances. As the following figures derived from Tables 20-21 indicate, the non-indus-
trial countries of Continental Europe entered into the general system of balances between the
industrial countries and Non-Continental Europe—another proof that the order of countries
in the system is not determined by the degree of industrial development.

Continental Europe

Import (—) or export (+) balances* in Industrial Other
merchandise trade in 1928 with: countries - countrics
$(000,000°s)

Continents other than Europe —2070 —500
Continental Europe:

industria] es b 40 —40

other ics + 220 . 3

Non-Continental Europe + 490 +180

World —1400 =190

& Adjusted Ggures, derived from Tables 20-21.
- Balances in intra-trade within the group, representing fargely the cost of tranaport between the frontiers of the exporting
and Importing countries.

Closer examination of the trade balances of European countries reveals, however, an even
more complex pattern than these figures suggest.®* Among the industrial countries in Conti-~
nental Europe depending upon net imports from other continents, Germany is most typical,
She accounted for about a third of Continental Europe’s net imports from other continents in
1928 ; and she had import balances from almost all countries in these continents, and export
balances to almost all European countries. Her export balances to certain European creditor
countries, such as Belgium and the Netherlands, served in part the transfer of interest and
dividends due to them from other continents. Several important transfer routes led through
Germany to the United Kingdom. That part of the German export surplus to the Netherlands
and Belgium also served to effect transfer to the United Kingdom is suggested by the fact that
these countries, in their turn, had export balances to the United Kingdom. One route went
through France, another through Denmark, one through Czecho-Slovakia, a fourth, more in-
direct, passed through Sweden and hence through other Scandinavian and Baltic countries to
the United Kingdom.? This list is not exhaustive; but it is interesting to note that it was chiefly
the countries of central, northern and north-western Europe that took part in the transfer. The
countries of southern and eastern Europe played no important part. As a general rule it may be
said that prosperous countries with an advanced economy and a developed trade were active in
the system of transfer to the United Kingdom, and a plausible conclusion is that their partici-
pation in that system had been an important factor in their enrichment.

The trade of Non-Continental Europe (Group E) is of course determined chiefly by the
United Kingdom. Ireland, which also belongs to the group, had an import balance with Con-
tinental Europe, as well as with other continents in 1928. Her aggregate net imports from
countries other than the United Kingdom (recorded at $56 million and in reality considerably

1 ¢f. pages 77-78.
2 The balances in intra-European trade may be studied conveniently from Ammex III in Europe's Trade.
8 An apparent exception is formed by Norway, who had an import balance from the United Kingdom as well as from Sweden,

On current account, however, Norway had a credit balance with the United Kingdom owing to the carnings of the Norwegfan
merchant ships engaged in British traffic.
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Diagram 7.

UNITED KINGDOM : DISTRIBUTION. OF OVER-
SEA INVESTMENTS IN 1930 AND BALANCES
IN MERCHANDISE TRADE IN 1928, IN
£(000,000’s).

The groups numbered at the top and the
bottom of the diagram are:

1. Tropics.

2. Australia, New Zealand, South Africa.

3. Canada, Newfoundland.

4. Regions not specified (i.e., other than
1-3 and 5-6).

5. US.A.

6. Europe.

1 2 3 4 ] 8

U.K.OVERSEA
INVESTMENTS

1000 - 1000

UK. IMPORT (-)
w0 | " OR EXPORT {+)

1 2 3 4 5 6
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higher) exceeded the income from her own
investments abroad ; and as she had an excess
of exports to the United Kingdom, she en-
tered the system of trade balances between
Continental Europe and the United Kingdom.

The effect of multilateral trade upon the
commercial relations of the United Kingdom
may be studied by comparing the geographi-
cal distribution of the income on account of
“invisible” current items and that of the mer-
chandise import balance through which this
income was transferred. It is true that no
exact figures are available concerning the
former distribution; but as the bulk of that
income represented yield of foreign invest-
ment, we may obtain at least an idea of it
from figures concerning the distribution of
these investments. The following table gives
a rough estimate of the British oversea in-
vestments by eight large areas, based chiefly
on data published by Sir Robert Kindersley,
together with the recorded balances of trade

_ of the United Kingdom with the areas con-

cerned. :

The biggest import balances were with the
United States and Europe, where British
investments were relatively small, while there
were export balances to the Tropics and cer-
tain of the British Dominions where invest-
ments were large. In Diagram 7, showing the
same data further condensed, this tendency of
trade balances to be distributed in a manner
quite opposite to what might have been ex-
pected in the first analysis is strikingly illus-
trated.

£(000,000's)
United Kingdom United Kingdom

estimated  import (—) or export (+)
investments  merchandise balance

in 1930 (as recorded) in 1928

India, Burma, Ceylon 520 + 29
Other tropical countries 680 . + 12
Australia, New Zealand, British South Africa 9350 + 12
Canada, Newfoundland 500 —21
Argentine : 400 — 43
United States 200 —131
Europe 300 —192
Rest of world 250 - 16

Total 3800 —350
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The explanation of this phenomenon lies in the fact that merchandise trade depends upon
each country’s commodity needs and the localities where those needs can be met, and not upon
their financial claims. British capital has been active in developing primary production in vari-
ous parts of the world for disposal in the world market and not in the United Kingdom alone;
and during the long period of capital exports the United Kingdom export industry adapted it-
self to meet the requirements of the countries in which the investments were made. The export
surplus of these countries, representing largely the yield of British capital, thus arose in trade
with other countries which financed their imports of primary goods by an excess of exports to
the United Kingdom. British capital thus gave an impetus to the economic development not
only of the countries in which it was invested but also of those through which the yield of this
capital was transferred.

A few words should be said of Group F, comprising the U.S.S.R., North Africa, and
non-tropical Asia and not shown in Diagram 6 (though included in Table 44). The U.S.S.R,,
with an excess of imports from the tropics, the United States and the regions of recent settle-
ment, and an excess of exports to Continental as well as Non-Continental Europe, clearly

enters that system between Groups C and D:
U.S.5.R.: Merchandise Trade
in $(000,000's) In 19280

Trade with: Imports Exports Balancea
A, Tropics 28 2 —26
B. United States 9% 16 — 80
C. Regions of recent settlement 48 1 — AT
D, Continental Europe 210 237 + 27
E, Non-Continental Europe 2 86 + M
F. Rest of world 87 n - 16

Total i o0 a3 -8

2 The figures here given are unadjusted, derived from Annex III, since the amounts Involved are 30 small that the balances
calculated from the adjusted figures rounded off to nearest ten million (Tables 20-21) may be misleading.

The position of the remaining countries of Group F is less clear. Thus, Japan had in
1928, like many of the tropical countries, an import balance from the United Kingdom and
an export balance to the United States; but she also imported on balance from the “regions of
recent settlement” and Continental Europe. Japan’s multilateral trade was in fact of great
importance to her; but as follows from the analysis of the direction of her trade,* her multi-
lateral transactions were rather unstable and did not merge into the world-wide network of
trade balances described above. The history of Japanese trade indeed shows that the adjust-
ment of world trade to the requirement of a newcomer, affecting not only that country and its
customers, but in various ways all other countries, is no easy and frictionless process. China
and certain minor Asiatic countries, as well as North Africa appear also to settle their multi-
lateral transactions largely outside the world system of trade balances. But for full clarity on
this point we should have to know more of the geographical distribution of inward and out-
ward payments on account of the “invisible” foreign transactions of these countries. It is
useful to keep in mind, however, that the countries which do not occupy a clearly defined posi-
tion in the world system of multilateral trade represent only a tenth of world trade.

Historical Development.

The preceding analysis has shown the network of trade balances as based on the require-

. ments and the production of countries of different climate and economic structure. The orien-

tation of production, however, is determined largely by the development of trade during past
generations, during which the system of multilateral trade developed.

1 Page 61.
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As this system hardly attracted any interest until its functioning was upset by disturb-
ances in trade during the 'thirties, its history is yet unwritten. It may not be out of place, there-
fore, to give at least a few indications of its developmient. .

A clear distinction has to be made between two concepts. Multilateral trade, in a genera!
sense, is likely to have existed from the time when international trade developed beyond the
stage of primitive barter, and to trace its origin would be a hazardous task. The system of
multilateral trade described above, on the other hand, involving the orientation of the trade
balances of almost all countries so as to constitute a world wide orbit, is a formation only about
three generations old. .

This system, as we have seen, is closely connected with the transfer of interest and divi-
dends from debtor to creditor countries, and particularly to the United Kingdom. That coun-
try, the first to undergo the industrial revolution and thus at an early stage dependent upon
large supplies of primary goods from abroad, established a widespread trade and made con-
siderable capital investments overseas. Its exchange with the debtor countries was very largely
bilateral, and with the growing income from investments an import balance with these coun-
tries arose. This situation began to change in the ’seventies—from that time a growing share
of the import surplus was derived from Europe where British investments were not very large.
The import surplus received from the United States also increased rapidly during the last three
decades of the nineteenth century, though interest and dividend receipts from that country
probably did not change materially during the period.* On the other hand, the deficit resulting
from trade with countries other than those now considered declined, though their annual com-
mitments to the United Kingdom on account of interest and services increased.

Table 46.

UnNiTED KiNGDOM: BALANCES OF GENEBRAL TRADE IN MERCHANDISE
wiTE Four Grours oF COUNTRIES, AND RE-EXPORTS.

Annual averages in £ (000,000's).

1860/69 1870/79 1880/89 1890,/99 1900/0%
Import (—) or export {<4-) balances in general :
trade with:

Belgium, France, Germany, Netherlands... 4 6 +1 - 20 — 40 — 48
Denmark, Norway, Spain, Sweden...... -6 -11 - 15 - 20 - 26
United States. ..........ccocvinvvnnnen, —-13 —42 — 54 — 68 — 85
All other countries..........ccvuiunnen.. —42 - =35 - 13 -1 - 5

World........oiiiriiniianainees —55 —87 —102 —139 —164

Re-exports to:

Belgium, France, Germany, Netherlands. . . 31 36 35 31 30
United States. . .......coiveiiiiiinnan. 3 4 9 12 22
All other countries 12 25 18 18 23

World.......oooiiiiiiiiiiiea 46 55 62 61 75

Note. The geographical distribution of trade in this table {s according to countries of shipment, as informati il

G st vyt Tom Lo, Tavort Ao e o o e S
om, and exports acco: 0 the count i

without a seaboard, which are credited to the countries in which tkfe port of diuhe:r:e was sﬁu.at:'f - Pt the countries

The statistical record of these movements supplied in Table 46 and Diagram 8 is not
wholly satisfactory since the balances considered refer to general trade and the geographical
distribution of trade available for the period, referring to “countries of shipment,” is even less

1 Total foreign Investments in the United States are estimated to have amounted to about $1,500 million in 1873 and $2,500

million in 1895, but the yleld is believed to have declined during the period from 6% to 4 illiamg
R. 5. Tucker, “The Balance of Trade of the United States,” Review of E, g el \ ?ul(vif'lﬁb){‘ Bullock, J. H. Williams and
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adapted to the study of real trade move- Diagram 8.

ments than that showing “countries of  yNITED KINGDOM: IMPORT BALANCES IN GEN-
consignment” available from 19o4.* The ERAL TRADE WITH THREE GROUPS
United Kingdom had long conducted an OF COUNTRIES.

extensive entrepét trade, exchanging  Basis: Table 46 Annual averages In £(000,000's); diatribution by

. country of shipment (unadjusted), The eight Eu: trl
agalnSt European gOOdS the PrOdUCtS Of considered In the first group lm:)Belsi:me. gDenmn:z?e:"l“tnc;?nGe:

other continents; but during the latter  ms0¥% Netherlands, Norway, Spain, Sweden.
half of the last century, several countries
of the continent developed their merchant
marines and acquired an increasing share
of their supplies from overseas by direct EIGHT :
imports. The figures for re-exports from e ggs:¥:?gs ‘ ®
the United Kingdom, given in the lower

part of Table 46, suggest, however, that
the flow of oversea products via the : »
United Kingdom to the chief importing
countries of Europe remained rather
stable during the period considered
(though it certainly declined in relative ) [
importance), and that the principal
changes in the recorded balances of trade

1860 1870 1880 1800 1800
=89 -19 -89 -00 =00

20 - ' - 20

are due to the formation of a trading UNITED STATES T--v—

system, enabling Continental Europe and 60 -~ 4%
the United States to finance their growing i

purchases of primary goods by net ex- 4 40

ports to the United Kingdom.

The period from the early ’seventies to
the late "nineties was one of falling prices,
connected, as it appears, with the in-
creased supply of goods to the world

"‘__h Rl ()

market that resulted from improved - .40
means of transport. The use of railways
and steel ships on a large scale, it will be REST OF WORLD |

recalled, was rendered possible by the
invention and improvement of the Bes-
semer process during the ’fifties and

1860 1670 18680 1500 1800
-G8

'sixties. We may take it that the demand -m | -w -0 | -0
for primary goods which the United . e 40
States and Continental Europe could ex- -

ercise as a result of their net exports to the United Kingdom helped to check the price fall.
At the same time, these areas were able to develop their manufacturing industries without
encroaching heavily upon the British export markets in other continents, as would have been
necessary if their requirements of industrial raw materials had been obtained exclusively
through bilateral exchange with the supplying countries.

From the late ’nineties, when the price movement was reversed, the system of multilateral
trade was further developed. The United States became a net exporter of manufactured goods
(from 1898) and developed its sales, particularly of iron and steel, metal products and ma-
chinery, to countries engaged in building up their own industries. Thus, from this time it re-

1 ¢f. the note to Table 46.
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cords-an export surplus with the “countries of recent settlement” in the temperate belts, which
thus came to occupy a place between the United States and Continental Europe in the system
of multilateral trade (¢f. Diagram 7). The following figures show the rapidity with which
these export balances grew. ‘

Table 47.

UniTED STATES: BALANCES OF MERCHANDISE TRADE
wiTE CERTAIN REGIONS OF RECENT SETTLEMENT,

Annual averages in § (000,000's), as recorded.

Northern
Period North America  Oceania Argentine
188185, ... ieii it 4+ 1 + 1 -1
18B6-90. ..ot iiei it - 2 -1 +1
189105, . i e + 13 - 2 -2
1896-1900. .....0iiiivriansnnsnenoans + 43 + 4 - 0.2
1901-05. . ...ttt i e iae e + 72 + 21 + 4
1906-10. ... cv i i nine i nae, 4101 + 16 +14
1921-25. i i iei it i ne i : +231 + 87 +34

1926-30, . 0cviniiiiiiirirania e +350 : +124 +70

These export balances reflect the ability of the “countries of recent settlement” to buy
on balance from the United States with the aid of export surpluses acquired in Europe. A
Canadian export surplus to wheat importing countries of Europe resulted from the cultiva-
tion of what is now known as the wheat belt of Canada.! Mention has already been made of
the improvement of refrigeration which from the late 'nineties permitted the Argentine,
Australia and New Zealand to send fresh meat across the tropical belt to Europe. The coun-
tries of recent settlement thus captured an increasing share of the European market for food-
stuffs; the United States, on the other hand, lost ground. An illustration of this change is
afforded by Diagram 9, showing how United States beef exports yielded to those of
the Argentine.

Diagram 9.
UNITED STATES AND ARGENTINE: EXPORTS OF FROZEN AND CHILLED BEEF,
B IN METRIC TONS (000's).

1898 197 tpg 99 1800 '01 '02 '03 '04 108 ‘06 07 '08 '09 '10 Y11 ‘12 13

300 [~

ARGENTINE

UNITED STATES

g *
100 |-* ". -1 100 -

Ol ssbomeeet=") |} ) ) 4 1 4 3 4 3 g e, | 0
1896'97 '98 '99 1900'01 '02 '03 '04 '05 Y08 07 08 03 '10 '11 ‘12 '13

1N JY

1¢f. page 49.
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But the United States losses in exports of foodstuffs were more than offset by gains in
exports of manufactured goods. The “countries of recent settlement” were not the only
regions which increased their net.imports from the United States. The recorded United
States balance of trade with Germany changed from a deficit of $15 million in 1890 to a
surplus of $87 million in 1900, and the export surplus to the Netherlands rose simultanecusly
from $5 to $73 million.

Within Europe the system of trade balances developed particularly with the growth of
industry in Germany, which became increasingly dependent upon net imports of primary
goods from other continents financed by export surpluses to European countries:

Germany: Active (+) or Passive (=) Balances of Trade, In Relchmarks(000,000's), with:

Certain European countries: Certaln countries In other continents;

1890 1900 912 1890 1900 1912

Belgium —164 4+ 38 4106 Argenting _ ..t ™= 48 =169 —204
Denmark v 15 + 64 + 52 Australia, New Zealand ... — 28 — 70 -—104
France -— 28 —26 +137 Brazil -9 ] -—120
Netherlands .vmemmcencssicsssiioen = 49 +156 +264 Egypt + 2 -2 -7
Norway + 18 + 50 + 81 Indla + 9% =155 —471
Switzerland ... 2 +122 +315 Netherlands Indles cvoeecee, = 10 ] =140
United Kingd + 8 +153 +318 United SIAteS .wviiccmsmimsmtnssminiins + 20 —504 L]
Total e smmmmssrprassinems =118 +557 +1273 Tl crivnisnisemmssismssimmise = 63 -—1106 —2093

® Comparable figures for earlier years cannot be given since the Hanse Towns were not included in the German Zoilverein
until 1889. It would appear that certain oversea products which in 1890 were recorded as imported from Belgium, France and the
Netherlands were attributed to the countries of origin in the later years shown—a change probably due to the substitution of direct
for indirect imports connected with the development of German transocean shipping.

At the beginning of our century, the system of multilateral trade appears in the main to
have assumed the shape we know from our previous analysis. Changes, it is true, occurred in
the orientation of trade balances after that time; but they affected individual countries rather
than the groups considered in Diagram 6. The rapid development of international trade up to
' 1914 thus did not imply any important modifications in the “transfer routes,” and when trad-
ing connections were re-established after the temporary disruption of 1914-1918, muitilateral
trade was also resumed along the same lines as before the war, and indeed, on an increased
scale, The changes in financial relationships among nations, however, may have rendered the
system unstable. We have already shown how the United States capital exports during the ten
years following the war bolstered up the system of multilateral trade, concealing, it may be,
the maladjustments that had arisen.* The loss of foreign investments by certain countries in
Continental Europe during the 1914-18 war, and the creation of obligations on account of
inter-allied debts and reparations also naturally affected the balances of merchandise trade and
may have represented other elements of instability.

Funciions of the System of Multilateral Trade.

Normally, about 70% of all trade in merchandise is “‘bilateral,” representing imports off-
set by exports in trade among individual countries. A share—probably rather small-—of the
remaining 30% is also bilateral, in particular import surpluses representing yield of foreign
investments and derived from the countries in which the investments are located: no third
country then partakes in the transfer of this yield. This kind of bilateral trade increased dur-
ing the ’thirties. Triangular or multilateral trade may have represented about 25% of all mer-
chandise transactions during the ’twenties,

Naturally, the proportion of such trade varied from country to country. But there were
few countries which did not materially depend upon their sales to certain countries in order to
meet their requirements from others. Industrial countries usually acquired by such trade many

1¢f, page 79.
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primary goods that were key products in their economy. Reference may be made to the heavy
net imports of the United States from South-East Asia arising from the large trade in rubber
and tin.* It is obvious, too, that much bilateral trade in manufactured goods is dependent for
its existence upon the multilateral trade by which the necessary raw materials were acquired.
For these and other reasons, the significance of such trade can by no means be gauged by its
percentage share in total trade.

We may imagine a system of bilateral exchange between countries, with no possibility of

‘triangular or multilateral settlement of accounts. There would thus be no “world market”;
prices would be determined in the various local markets represented by one country’s supply
and another’s demand. Transactions in each market would be disconnected from those in
others; there would be no international trade in the sense of an organic entity.

It is thus multilateral trade, in a general sense, that is responsible for the world-wide in- -
tegration of the economy of different countries, The frictionless functioning of a world econ-
omy upon which all countries depend for their well-being implies the existence of a world
market to which all countries are admitted on equal terms and in which there is a uniform .
valuation of currencies and commodities.

But general considerations of this kind, however important, do not go far to explain the
working of the particular world-wide system of multilateral trade the outlines of which have
been traced above. This system, concerned as it was not only with the distribution of goods
entering into trade but also with the transfer of payments due, chiefly on account of interest
and dividends from debtor to creditor countries, through merchandise transactions, performed
a twofold task. It supplied numerous countries with currency for the acquisition of goods not
easily obtainable through bilateral exchange. By rendering it po