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PREFACE

This volume of World Production and Prices i3 somewhat wider in scope than previous
editions and is modified in form. It begins’with a general review of the interrelation-
ship between the world primary and manufacturing produection and the changes in stocks
of primary products. The world indices of primary production and stocks are calculated,
as in previous editions, on the basis of averages for 1923-1929 = 100. But the former
have, in so far as possible, been calculated back to 1920, so as to afford a better view of
the general sweep of events. New world indices of the manufacture of capital and
consumption goods have been calculated, and new sections added concerning production
per head of population and yearly rates of progress.

In Chapter II is discussed the relationship between industrial production and
employment and unemployment, while Chapter III is devoted to an analysis of
industrial production by principal countries. = Chapter IV gives information on
production, supply, stocks and consumption of individual primary commodities and
on industrial production by main industrial branches. Chapter V contains an analysis
of changes in the quantum of trade, and Chapter VI a survey of changes in prices of different
categories of goods and of the factors of production. In Chapter VII, a summary is given
of industrial profits and & new section on farm income. A summary of the principal facts
brought out in this volume will be found on pages 7 to 9.

The absolute figures upon which the world indices are mainly based will be found in
the Statistical Year-Book of the League of Nations, 1937/38, and previous editions. The
appendix table formerly given showing indices of activity in individual industries (Table 4
of Appendix III of the last edition) has been omitted this year for reasons of space; most
of the national series are, however, given in the tables on production in individual countries
reproduced in the Statistical Year-Book (Table 111, pages 178-195 of this year’s edition).

A. LOVEDAY,

Director of the Financial Section
and Economic Intelligence Service.

League of Nations,
Geneva, June 1938.
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SUMMARY OF PRINCIPAL FACTS

' 1. World production reached record levels in 1937. As compared with 1929, total
primary production was 109%, higher, the output of crude foodstuffs 6%, and of industrial
raw materials 199%. World visible stocks of primary commodities were 6% lower.

The concurrent inerease in world manufacture would appear to have reached some 20 %Yor
The guantum of world trade in 1937 was 3%, lower than in 1929, reflecting the decline
in the proportion of commodity production internationally exchanged.

SvMMarY oF WorLD INDICES.
1929 = 100.

1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 |*1937

A. Total primary productiod . . . . . 29 95 92 95 87 991 104 | 110
Thereof :

Agricultural . . . ., . ... .. 101 100 99 101 100 101 104 107

Non-agriculteral . . . ., ., .. 93 80 69 i 86 94 108 119

Foodstuffs . . . . . . « . . . . 102 100 100 102 101 101 103 106

Raw materials . . . . . PR o4 85 5 81 87 95 106 119

B. Stocks of primary commodities® . .| 112 ] 121 ] 124 | 123 119 | 105 97 84

C. Tolal manufacturing production .
. 88 79 68 78 85 96| 111 ]| 119

1. Inc. USSR.. . ... ...
2 Exc. USSR.. ... ... . 88 74 63 71 77 86 g6 | 103
Thereof :
Consumption goods® . . . .} 8l 87 79 87 89 83| 100 104
Capital goods®* . . . . . . . 82 60 43 55 63 71 92 | 102
D. Quantum of international trade . .| 93 86 76 76 78 82 86 97

* Provisional indices. °® Yearly averages. * Excluding U.S.8.R.

2. Output of agricultural products remained remarkably stable until 1935, but
consumption fell considerably during the early years of depression, as is shown by the
marked increased in stocks. However, consumption increased rapidly during the period
of recovery after 1933/34 and stocks were quickly absorbed.

As shown by the world index of manufacture of consumption goods (apart from the
U.S.8.R.), consumption of manufactured articles shrank by about a fifth up to 1932,
but in 1936 it was as large as in 1929 and in 1937 4% larger.

3. The output of primary commodities of non-agricultural origin — while more easily
adaptable to changes in demand than that of agricultural products — nevertheless fell
less heavily during the depression than that of capital goods for the production of which
they mainly serve ; stocks accordingly moved in the same manner (although not to the. same
extent) as those of agricultural products. The expansion in this branch of primary
production has been very rapid since 1932, stimulated in part by rearmament, and more
capital goods were produced in the world (even excluding the U.8.8.R.) in 1937 than

in 1929,
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4. Up to 1936, international trade lagged behind production. Bu_t, between 1936
and 1937, the quantum of trade rose more than production ; it also fell less in the latter part
of 1937 and the first months of 1938. The rapid increase in trade in 1937 has to be attributed
in part to the brisk demand exerted in foreign markets by certain countries for armament
needs and capital equipment, and in part to the fact that the high prices fetched by primary
products during the early part of 1937 permitted raw-material countries to increase their
imports even during the latter part of the year. For the year as & whole, the quantum
of trade in raw materials is estimated to have been 11-129, above the 1929 level, while
the trade in manufactured goods remained 149, below.

5. The production of crude foodstuffs (excluding meat and milk) per head of population
increased between 1920 and 1937 by 199 in the world as & whole ; excluding the U.8.8.R.,
the increase was somewhat less. Most of this progress came before 1925 ; subsequently,
the output of foodstuffs has just kept pace with the population growth,

The output of manufactured consumption goods per head in the world (excluding the
U.8.8.R.) increased by 329, between 1920 and 1929, but in 1937 was 39, lower than in 1929
owing to the heavy fall in North America; in Europe it increased by 29, between 1929
and 1937. ' ’

Per caput production of capital goods in the world (apart from the U.S.8.R.) was
369 larger in 1929 than in 1920, but 5%, lower in 1937 than in 1929 owing mainly to the
influence of North America ; in Europe it increased by 4% in the latter period.

6. Annual percentage rates of increase in production (calculated -at compound
interest) during the period 1920-1937 differ considerably in Europe and North America.
In the latter continent, production had expanded greatly during the world war and up
to 1920; subsequent advance per head of population was slight. The substantially
higher rate of progress in Europe after 1920 reflects in part recovery from the low initial
level resulting from the disorganigation of the economic system during the war.

7. The decline in industrial activity during the great depression caused a heavy fall
in employment and rise in unemployment, though the number of unemployed was kept
down to some extent by recourse to various measures designed to spread available
employment over a greater number of workers, principally by shortening hours of work.
Owing to the improved efficiency of labour resulting largely from technical improvements,
industrial output has increased since 1929, not only per hour worked but also per worker

((en;glgoyed, a8 is shown by the following rough indices for the world apart from the U.S.8.R.
1929 = 100) :

1930 1932 1935 -1936 1937
Output per worker . . . . .. 85 89 09 105 - 104
Output perhour . .. .. .. 101 110 118 118 119

_ 8. Industrial profits, which had fallen steeply duafng the depression, increased greatly
In most eountries during 1937 ; also farm-income appears in this year to have reached
its highest level since the beginning of recovery.

9. Prices rose sharply in the last quarter of 1936 and the first quarter of 1937.
Partly owing to speculative purchases, prices of raw materials rose more rapidly than
those of manufactured products ; & simultaneous rise in wages tended in some countries
to decrease the margin of profits. After the spring of 1937, wholesale prices began to decline,
followed, with a lag of some months, by a smaller reduction in the cost of living.

10. The upswing in world economic activity which started in 1932 had come to an’
end by the middle of 1937. The main features of this recent decline may be summed
op as follows. The value of industrial shares began to fall at the end of 1936 (United
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Kingdom) or the beginning of 1937. Prices of primary commodities began to fall in the
spring of 1937. As they have fallen more than prices of manufactured articles there was
& marked deterioration in the terms of trade of agricultural countries. Foodstuffs, on the
whole, fell less in price than raw materials, and animal foodstuffs less than vegetable
foodstuffs. Prices of manufactured or semi-manufactured capital goods were generally
maintained at a high level in spite of the shrinkage in demand. Production of many
industrial raw materials declined in the second half of 1937 and the first half of 1938, while
visible stocks have again begun to accumulate as a result of the concurrent decline in
industrial activity.

The agricultural situation towards the middle of 1938 is governed by the prospects
of an exceptionally large crop in the United States and fairly good crops elsewhere — even
in Europe in spite of the unfavourable weather conditions of the early spring. In
consequence of sagging demand, due no doubt in part to the decline in general business
activity, the fall in world stocks of crude foodstuffs has ceased and the carry-over, especialty
of wheat, is expected to increase resulting in continued pressure upon prices.

11. 'The industrial upswing arrested in 1937 was characterised by greatly different
trends of development in different countries. The present situation shows a correspondingly
great dispersion of tendencies and, owing to the many and far-reaching structural changes
which have taken pla.ce gsinee 1929, the necessary basis for forming & judgment concerning
future developments is lacking at the moment of writing. In spite of a certain declins,
world economy as a whole has so far shown a relatively high degree of resistance to the
depressive influences emanating principally from the Umted States.
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CHAPTER 1

GENERAL TRENDS OF WORLD PRODUCTION 1920-1937

The purpose of the present chapter is to bring together the main statistics indicative
of world production for the period since 1920 and thus supply the basis of some general
conclusions as to the development of production during this period. Cerfain limitations
are imposed by the material available, for while relatively complete figures exist for primary
production, and in many countyies for manufacturing industries, statistics of building are
scarce and those of services incomplete or non-existent.

The following survey, therefore, is limited to production of physical goods for which
it is possible to obtain some simple quantitative measure. This restriction is a serious
one, for services are an increasingly important contributor to national income.! As regards
the main gervices for which statistics of production exist — particularly shipping —
certain data are, however, given in Chapter V below.

The statistics of production in most countries (the main exception being the U.8.8.R.),
chiefly relate to the private sector of economic activity, but especially during the last
depression publie authorities have entered the field of production on an increasing scale,
more particularly through various schemes of public works. It would be desirable to separate
these activities from those of private enterprise. But owing to lack of statistical material,
this cannot be done, and these public activities are therefore either unavoidably omitted
or included in the general indices of production. Because of limitations in scope, represen-
tative value and international comparability of the data, attention should be directed
to the course or trend of the figures given in the following pages rather than to their level
at any particular date, ' )

A. INDICES OF PRIMARY PRODUCTION

The world indices of primary production for the period 1925-1937 have been calculated
on the same basis, and according to the same methods, a8 the figures published in last
year’s issue of this volume.? In order to give a connected picture of developments since
1920, certain representative though less comprehensive indices have been added relating
to the period 1920-1924. These early indices differ in scope from the subsequent ones
mainly on account of the omission of some important foodstuffs — e.g., meat and milk — for

1 Aemnlinfﬂt:d(‘];lin CrLaR’s calculations of national income in the United Kingdom (** National Income
and Outlay ~, 1937, page 125), the part derived from transport (other than railways), commerce
and services amounted in 1930 to more than 40% of the total. The percentage is bigher than that of the
sggregate for mining, manufacture and building. In Sweden in the same year, it is estimated that about a
fourth of the national income was derived from commerce, independent professions and public administration

(Erik LixpanL and others : ** National In in Sweden, 1860-1030 " ; Stoc X I
Stockholm, 1937). come in n, kholm Economic Studies No. 5,

% (1. particularly 9 and 98. The following minor changes, however, have been introduced in the
methods of calculation. and steel have been excluded, and figures are given, instead, of the iron content
of iron ore, the manganese ccontent of manganese ore and the chromic acid content of chrome ore, In the general
totals of primary production and of agricultural production, fodder crops have been omitted, so as to avoid
double countings ; they are taken into account indirectly through the inclusion in the totals of animal
foodstuifs (represented by meat and milk) into which they are normally transformed. The fodder crops formerly
included are retained, however, as an independent group outside the general total,
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which_ sufficiently complete data have been available only since 1923 and 1925 respectively.!
Certain raw ‘mgteria,ls of less importance were also not included in the early index.

) .The omission of meat and milk from the early figures constitutes a flaw in their compar-
ablh_ty with the “ complete ” general index computed for the period 1925-1937 ; but the
sub-index relating to industrial raw materials alone is sufficiently homogeneous for the
1_whole eighteen-year period covered to afford & fairly accurate measure of the changes
in that part of primary production since 1920. This is equally true of the sub-index relating
to vegetable foodstuffs alone, while the changes in total foodstuffs and total primary

production including animal foodstuffs (represented by meat and milk) cannot be measured
accurately further back than 1925.

\

I. Totar, PRIMARY PRODUCTION

.The general index of world primary produetion, together with its subdivisions by
contmgntal groups, is given in Table 1. For'reasons just indicated, double series — (a)
excluding, and (b) including, milk and meat — are given throughout.

Table 1. — GenEraL INDICES OF WoRLD PrMARY PRODUCTION.
(a) Excluding meat and milk. {b) Including meat and milk.

1929=100.
‘World Europe
Years | 'Pcluding | Excludiog | - ding | USSR, | North | Latin 1 Atrics Asia Oceania
U.8.8.R. U.8.8.R.

(a) | (b) | (a}) | (b) | (a) | (b) | (a) | (b) | (a}| (b}](a)]| ()] (a)]|(b}|(a)](b)]|(a)] (b}
1920..... °{ — | 3| —| 62| —} 37| —~| 8| —] 68} —[ B3| —| T8y — | 81| —
1921..... 64| —| 67| —| 62| —} 33| —| 60y — | 68| —| 65| — 1 Bl| — | 88| —
1922 ... 3] —| 66| —| 2| ~| 4| —~| 2] ~| 2| —| 59| —| 89| — | 86| —
1923..... 9| —| 81| —| 3| —| 4| —| 86} —| 82| —| 72| —| 84| — | 86| —
1924..... 82| —| 83| —| 77| —| 69| —| 83| —| 8| —~ | 77| —[ O] —| 92| —
1925..... 88| 90| 88| 90| 86| 88| 90| 86| 83| 91| 83| 93| 86| 87| 93| @ 91| 92
1928..... B9 | 91| 88| 90| 76| 83| 101 | 96| 98| 97| 86| 94| 81| 85| 93| 93| 103 | 97
1927..... 93| 94| 92| 94| 89| 92 (101 | 97| 94| 95| 92| 97| 86| B8O 96| 96| 97| 96
1928..... 97| 93] 96| 98] 91| 96 99| 98| 98| 991106 | 103 | 91| 94| 99| 99 | 106 | 101
1929..... 100 | 100 | 100 | 100 | 9100 | 100 | 100 | 400 | 100 |} 100 | 100 | 100 | 100 [ 100 | 100 | 100 | 100 | 100
1930..... 991 99| 96| 99| 92| 98| 1211107} 95| 97| 97 |100)] 98| 98| 102 | 102 ( 112 | 107
1931..... 02| 95| 90| 96| 88| 97| 113 | 92| 86| 92| 89| 96| 87! 90| 98| 98| 108 | 109
1932..... 87 ) 92| 85| 93| 85| 96| 111 | B4} 71| B4 | 83| 93| 89| 91| 98| 99| 117 | 119
1933..... 02| 95| 89| 96| 90| 99| 128 | 88| 72| 86| 86| 96| 98 98| 104 | 104 | 110 | 120
1934..... 94| 97| 90| 97 93 (102|134 | 94| 72| 85| 98 [ 104 | 106 | 104 | 101 | 101 | 105 | 120
1935..... 09| 99| 04| 99| 96103 | 152|103 | 80| 85| 94 | 104 | 114 | 111 | 204 | 104 | 110 | 123
1938..... 1056 {104 | 101 |1 104 | 97 | 105 {*151 [*107 | 90| 94 | 106 | 109 | 115 | 113 | 113 | 112 | 114 | 123
1937 * 115 | 110 | 110 | 109 | 106 | 108 1(159)|(112); 107 | 102 | 109 ( 113 | 127 | 122 | 116 | 116 | 121 | 127

- to 929,

* Provisional figure.

* As regards crops in the Southern Hemisphere, the twelve-month periods covered extend from the middle
of each year shown to the middle of following year. For instance, the crop figures for 1837/38 of the southern
hemisphere are added to those for 1937 of the northern omne.

1 Qutput of these commodities fluctuates less from year to year than that of most other commodities.
Had it proved possible to include them throughout, the general index for the period 1920-1924 would probably
have been somewhat smoother and possibly a little higher than suggested by the figures shown here. The
scope of these early indices is neverthelees fairly wide, the commodities included representing in 1925 (the
year in which the two series were linked up with each other) about 929, of the aggregate of the seventy-four
products included in the later index (excluding meat and milk). The corresponding percentage amounts also
both in the case of the sub-index for foodstuffs exciuding meat and milk (i.c., that of vegetable food

production) and in that of the sub-index for industrial raw materials.
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World production of primary products during the period since the war has witnessed two
distinct recessions — 1921 and 1930-1932 — which together amount to four years; and
two periods of increasing output — 1922-1929 and 1933-1937 — together amounting to
thirteen years. Between 1920 and 1937, the indices of output (excluding meat and milk)
had increased by some 64 %, including, and some 51%, excluding, the U.8.8.R.

The general course of the
production of primary products,

Diagram 1. — Inpicxs or Prmuany PropucrioN (excrupiva  i0 it8 main continental sub-

divisions, is illustrated by the

Mzar aNp Mnx) =N THE WORLD AND IN CERTAIN . .
CONTINENTAL SUBDIVISIONS. figures in Table 1, and also by
1929 =100. Diagram 1. The most charac-

teristic feature brought out b
L World, including USSR.  IL Europe, excluding USSR. o o o on11e VB on

III. Union of Soviet Socialist Republice. IV. North America, . development in North

V. Rest of world. America and other parts of
| o] the world.

The various continental sub-
indices show on the whole a
49 decided upward trend over the
eighteen-year - period covered,
2o although in varying degree.
As was to be expected, the
“younger” continents — and
Africa in particular — have all
shown a great increase, even -
8% larger than that in Europe,
where, excluding the U.8.8.R.,
Y eo| it nevertheless amounted to

’ - more than 70%,. Even allow-
ing for the fact that production
-7 : “q in 1920, owing to the after-
- math of the war, was still low
RN Z BB T BB % N 2 m oS % | in Europe, the expansion is
sape)  remarkably great, in view of the

extent to which raw-material
supplies had been exploited in
" the past. It undoubtedly reflects, in part, the policy in & number of continental States
towards increased self-sufficiency in the production of food and raw materials. The
relatively small North-American increase since 1920 (about 309%,)! is largely explained
by the great volume of production at the beginning of the period, consequent upon
the exceptional efforts during the war to expand production. Although a certain setback
was thus to be expected in the early post-war period, as world production was again
tending towards equilibrium, the slow rate of progress in the later part of the period suggesta
that more permanent forces account for the relative decline in the American rate
of progress. '
The effects of these variouns developments on the relative shares of world production
falling to the different continental subdivisions are illustrated by Table 2, which contains
the percentage figures of distribution of primary production.

[T

} That the figure reached is as high as 30%, is explained partly by a good harveat in 1937 in certain staple
eommaodities. ing the period 1932-1935, uction was even below the levels of 1920 in 10 i
oy b’D:‘Ty:gm% penod prod w ve , anf:l, in 1036, it mu\



Table 2. — CoNTINENTAL PERcCENTAGE DIsTRIBUTION OF WoORLD PRMaRY PRODUCTION.
World=100.

(a) Excluding meat and milk. {4) Including meat and milk.

Europe
Dats - %céuglgs US.8.R. North America(Latin America Africa Asia - Oceania

(e) | (b} | (a) | (b) | (a} | (B) | (a) | (b) | (a) | (B) | (a) | () | (a) | (})
1920-1924 ...| 27.1 —_ 58| — | 28.7 —_ 66| — 26| — [27.0]| — 2.2 —_
1825-1920 ...| 28.1 | 33.8| 9.0 | 10.5 ) 28.7 | 27.2 | 8.8 79| 3.2 2.5124.4|15.8| 2.0] 2.6
1930-1934 ...1 28.6 | 35.7 | 11.3 | 10.2 { 22.3 | 24.7 6.5 7.8] 3.5 2.6)25.6116.0] 2.2) 3.0
1935-1937 ...1 27.9 | 35.4 | 12.4 | 10.8 | 22.7 | 23.9 | 6.4 79| 3.8| 2.9 24.8] 14.1 20| 3.0
1920........ 25.8| — 4.7 — 133.2 — 62| — 23| — {25.7 — 2.1 _
1929........ 29.7|34.8| 86|10.5|26.2128.7) 66| 7.6 34| 2.6}23.7]15.3 1.8} 2.5
1937*...... 27.56|134.8|11.9 | 10.7 | 24.5 | 24.8} 6.3 79| 3.8| 2.9|24.0|16.01 2.0| 2.9

I1I. AGRICULTURAL AND NON-AGRICULTURAL PRODUCTION

In order to give a true picture of what has happened, the general indices of world
production should be broken down into sub-indices constituted according to the character
of the commodities covered. The present chapter deals with general trends of development

only, and, for information on production of individual goods or developments in particular
countries, reference should be

made to subsequent chapters

. Diagram 2. — WoBLD INDICES OF AGRICULTURAL
thi me. ! -
?f . 8 volume. The Bu‘? AND NON-sGRICULTURAL PriMARY PRODUCTION.
indices here analysed are consti- 1998 = 100

tuted according to two elemen-
tary criteria.ig that of the I A. Agricultural production excluding meat and milk.

oriain of products (agricultural I B. Agricultural production including meat and milk.
ang non-la)gricultu;a.gnon the 1. Non-agricultural production.

one hand and that of use of the
commodities (foodstuffs,fodder?
and industrial raw materials)
on the other. -

4
Table 3 summarises the 2 \oo!
indices of agricultural and non-

agricultural production in the
world since 1920, together with 1A / \
percentages showing the relative

importance of the various series o0 i 2 7
in the world total. As will be —«—/ d \_}/
seen from Diagram 2, the ﬁ

development of the two branches \

is strikingly different, agricul- |°4—Y{ ™/
tural production throughout v/
showing much greater stability
than that of non-agricultural . L o '
production. 40 02 22 23 24 25 76 27 28 29 30 31 32 33 34 35 36 I7

120 120

40

a2

1 (f. particularly Chapters III and IV. . .
8 As explained above, fodder is not included in the general total, so a8 to avoid double countings.



Except for a temporary stagnation in 1921, agricultural output increa,se.d until 1928/2:‘9 ;
the production (excluding meat and milk) was then some 35%, higher tha.l'lm 1920. During
the period 1928-1934, the volume of production remained practically stationary, but began
to increase again in 1935 until in 1937 it was 129, higher than in 1929.2 The et_fect of the
depression was thus to prevent further increase, but it is worthy of note that it was not
till 1935 that the recovery spread to agricultural production in the world as a whole.

Non-agricultural production until 1929 developed very much on the same lines'a.s
agricultural, though at & more rapid rate, and particularly so in the two years follov;n_ng
the slump of 1921. By 1932, however, the non-agricultural branch, which is more sensitive
to economic depressions, had dropped more than 309, below the level of 1929, being only
some 109, above that of 1920, but 389, above that of 1921. In the five-year period 1933-
1937, recovery was rapid, and, in 1937, the volume of production exceeded that of 1929
by some 209, in the world including, and 139, excluding, the U.8.8.R.

" Table 3. — MovesMENT OF WoRLD PrOoDUCTION (INoLvDiNg U.S.S.R.) OF AGRIGULTUBAL
AND NOR-AGRICULTURAL PRIMARY CoMMODITIES AND IMPORTANCE OF EACH IN ToTAL PRIMARY PRODUCTION.
) 1929=100.
fa) Excluding meat and milk. {b) IncludinE meat and milk.

. . . Percentage share
Indices of production in total production
Year* . Non- T Non-
8 goods 8 goods
(a) (b) (a) (b} (%)

1920...... 74 — 63 70 — — —

1921...... KL —_ 50 84 —_ — —

1922 ...... Bl —_ 61 73 —_— —_ —

1923 ...... 84 —_ ¥l 79 —_ —_— —

1924 . ..... 88 _ 72 82 —_ — —
1925 ...... 95 23 78 88 890 80.3 19.7
1926 ...... 4 94 81 89 91 79.9 20.1
1927 ...... 96 96 88 93 94 79.0 21.0
1928 ...... 101 100 20 97 28 79.1 20.9
1929 ...... 100 100 100 100 100 71.3 22.7
1930 ...... 102 101 93 99 99 78.8 - 21.2
1931 ...... 100 100 80 92 96 81.0 19.0
1932 . ..+ - 99 29 ' 89 87 92 83.1 14.9
1933 ...... 103 101 76 92 95 82.1 17.9
1934 ...... o9 100 86 94 97 " 80.0 20,0
1935 ...... 103 101 o4 99 99 78.6 21.4
1936 ...... 105 104 106 105 104 - 7.0 23.0
1937°..... 112 107 . 119 115 110 75.5 24.5

* CL footnote to Table 1, page 11.

As a result of the different movements of these two branches of primary production,
their percentage share in the total has changed from one period to another; that of non-
agricultural production increasing during periods of upswing and shrinking heavily during
years of depression. Viewing the post-war period as a whole, the relative importance of
agricultural production would appear to have decreased perceptibly,

! Including meat and milk, the increase was only 7% : 1937 is the first year in which there is & more
m dtj:f:renoe be_t.wle;1210 the two aerie;1 of agl;icult::;.l Iii';duction. Asixpla.ined in other sections of

ch: ) figures in were throughout affected effects of the t war, and pariso
ontbnhsu,thereim,wiﬂoftendistortlong-run trends. y grow » ad com o
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As will be seen from the continental sub-indices summarised in Table 4,1 agricultural
production hag increased in all parts of the world, although at a different rate. Apart
from the period 1920-1924, when conditions were altogether exceptional, the U.S.S.R.
forms a possible exception to this rule, for, since 1929, production has decreased there,
and, in 1937 — in spite of & considerable reported increase in population — it still appears
to be not much higher than in 1925.% The rate of progress in Europe during this period
has been about the same as that for the world as a whole.® As was to be expected, the greatest

Table 4.~ AGRICULTURAL AND NON-AGRICULTURAL PRODUCTION BY CONTINENTAL GROUPS,

(z) Excluding meat and milk,

{b) Including meat and milk.

World Europs Rest of
Group and years Excluding |US.8.R.| North America { % ¢
Incl. US.S.R. | Excl. U.S.S.R. U.8.8.R.
Indices of Movement (1929=100) ;| . a b a

Agricultural production : (a) | (0) | (a) | (b) | (a) (0] (b | (@) | (b)) (b)
1020-1924. . . ... ... 80 — 84 — 78 —_ —_ 89 — -
19251929, . . . . . ... 97 97 96 97 90 93 98 104 100 98
1930-1934. ., . . . . . .. 101 100 99 102 96 103 88 94 09 103
1935-1937. . . . . . . .. 107 104 103 105 100 108 M 94 95 110
1920 . . . . . .. .. .. 74 — 78 — 65 - - 94 — —
19290 . . ... ... ... 100 100 100 100 100 100 100 100 100 100
1937* . . ... 0. 112 107 109 108 103 109 *97 112 102 113

e et | et e | e - W

Non-agricultural production :
19020-1924, . . ... ... 64 65 61 — 70 —
1925-1929, . . . . . ... 87 88 86 70 o1 85
1930-1934. . . ., . .. .. 81 78 82 148 72 - 85
1935-1937 . . . . . . . .. 108 100 100 261 02 121
1920 . , . . . .. ... 63 65 56 — 75 —_—
1920 . . . . ... L. 100 100 100 100 100 100
1937* . . ... 0. 119 13 110 276 105 137

Geographical Distribulion :

Agricultural production (includ-
ing meat and milk) : -
1925-1928. . ., . . . . .. 100 87.5 33.8 12.5 22.2 31.5
1930-1934. . . . . .. - 100 89.1 35.8 10.9 21.3 32.0
1935-1937. . . . . .. .. 100 88.8 36.2 11.2 19.8 33.0
1920 , . . . . ... 0. 100 87.6 35.0 12.4 21.5 31.1
1937 . . . ... . ... 100 88.7 35.7 *11.3 20.1 32.9

Non-agricultural production :
1925-1929. . . .. ... . 100 97.0 33.8 3.0 46.1 17.1
1930-1934. . . . . . . .. 100 93.0 35.1 7.0 39.3 18.6
1935-1937. . . . . . . . . 100 890.8 . 82.4 9.4 28.2 20.0
1920 . . . . . .. .0 100 96.2 34.3 3.8 44.3 17.8
1937* . . . . ... ... 100 91.2 31.9 8.8 39.0 20.3

1 More detailed figures will be found in Tables 3 and 4 of Appendix L

® In view of the somewhat incomplete and provisional character of the basic data available concerning
the agricultural production (and that of meat and milk in particular) of the U.S.8.R. in recent years, the
agricultural indices calculated for these years and for that country are only in the nature of rough approxima-
tions to be treated with great reserve. ' )

% In later years, the index including meat and milk has gone up considerably faster than that excluding
these commodities, indicating a shift towards a relatively greater animal production.
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progress has been made by the “ younger ” continents, while North America falls
considerably behind the average for other continents ; between 1920 and 1929 the increase
was only 7% (as compared with more than 35% in the world as & whole), and production
fell after 1933, simultaneously with the introduction of the agricultural restriction scheme,
to levels considerably lower than those of 1920, until 1937, when the bumper crop in certain
staple commodities (chiefly cotton) brought the level not only above that of 1920, but
also above that of 1929.2 :

Continental differences in the development of non-agricullural production are much
more considerable than those of agriculture. The most striking feature brought out by the
table is the enormous percentage increase in the U.S.8.R. It is true of course that the
initial levels were low, but the figure nevertheless reflects the very rapidly expanding
requirements of raw materials for industrial capital goods and forms a contrast to the
relatively insignificant expansion of agricultural products which are used mainly for -
consumption purposes. While in Europe the rate of progress is about the same as for the
world as a whole, North America shows a rate of increase far below the average. No other
continent suffered such a deep and prolonged depression after 1929 ; not till 1937 was
the 1929 level passed. , _

As a result of the different tendencies discussed in preceding sections, the relative
shares of the various continents in the total world production of agriculture and non-
agricultural commodities have been considerably modified, as shown by Table 4.

III. FoopsTUFFs, FODDER AND INDUSTRIAL RAW MATERIALS

Diagram 3. — WorLp Ixpices or PriMary PropucTION

or Foopsturrs, Foppee aNp INDUSTRIAL Raw MATERLALS. The classification according
1929=100. to the use of the commodities

IA. Foodstuffs excluding meat and milk. cuts through that of origin,
IB. Foodstuffs including meat and milk. . given above, and throws an
IL. Fodder cropse. IIL Industrial raw materials. interesting sidelight on the

characteristic differences in the
' ‘2] developmentof variousbranches
of production. The individual
~ indices for foodstuffs, fodder
and industrial raw materials
oof are summarised in Table 5 and
illustrated  graphically in
Y Diagram 3.3
/ ‘\ ) -\‘i The production of foodstuffs
P yd \__/ sol (mainly for human consump-
g /' NS tion) increased by some 499
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: between 1920 and 1937. In the
/ ‘ latter year, it accounted for
A, o 67 % of total primary production
; \/ i a8 compared with 729, in 1925.

As will be seen from the diagram,

" the growth of foodstuffs pro-
A o . duction was but little affected
1920 20 22 23 24 25 % 27 28 29 30 3 32 33 34 35 asj:g;:' by industrial fluctuations, apart

»*
]

4

! The sudden increase in farm-production in 1937 gave rise to great difficulties in the United States,
and, on February 16th, 1938, the President approved the so-called Agricultural Adjustment Aot of 1938,
eonn:lenbly extending the Federal Government’s powers to control farm output and Pprices.

Details as regards the composition of these various groups will be found in Chapter IV below.
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from a certain slowing down in the rate of growth between 1930 and 1934 ; such erratio year-

to-year fluctuations as have occurred are mainly due to weather conditions particularly
affecting the crops of cereals.

Table §. — MoveMExT OF WORLD PRODUCTION (ncLupmva U.8.8.R.) or FoopstuFrs,
FopDER AND INDUSTRIAL RAW MATERIALS AND RELATIVE IMPORTANCE OF FOODSTUFFS AND INDUSTRIAL
Raw MaTeRIALS 1IN ToralL PriMary PrRODUCTION.

(2) Excluding meat and milk. (%) Including meat and milk.
. : . Percentage share
_ .Indwe;gg;__;_ni%%uctmn ' . in total production
(including meat and milk)
Year Foodstuffs Lodusteial rod
: ustri ndustrial
(a) (%) Foddert oy materials| Foodstuffs |row marerials
1920........ 74 - 95 65 -_ —
1921........ 7 —_ 88 - 53 —_ —_
1922........ 84 — 88 63 —_ —_
1923........ 87 —_ 97 71 —_ —_
1924, .. ..... 89 © = 87 76 — —
1925. ....... 95 - 93 100 82 72.1 27.9
1928........ 93 i b4 .97 B5 - 71.6 25.4
1927........ 98 97 94 89 71.3 28,7
1928........ 101 100 98 92 71.3 28.7
16829........ 100 100 100 100 69.5 30.5
1930........ 104 102 93 94 71.2 28.8
1031........ 101 100 96 85 73.0 27.0
1032........ 101 100 103 75 76.3 24.7
1033........ 104 102 93 81 74.2 25.8
1034........ 102 101 83 87 72.7 27.3
1935........ 104 © 101 96 95 70.9 29.1
1938..... veu 104 - 103 83 106 69.0 31.0
1937*%...... i10 108 08 119 66.9 33.1

1 Not included in total primary production index.
* Cf. footnote, to Table I, page 11.

The index for fodder crops, although incomplete ! and not included in the general
index, is shown here for the purpose of a rough comparison. Production averaged consider-
ably lower during the last five years than during any other quinquennium in the period
under review ; it was on practically the same level in 1937 a8 in 1920. Before 1929, the
fluctuations are due mainly to changes in weather conditions affecting the growth of crops,
but it is likely that after that year, and more particularly after 1933, the decline also reflects
the influence of agricultural restriction schemes and the decrease in international trade
caused by import restrictions’ and foreign exchange difficulties in importing countries.

The index of industrial raw materials shows an increase over the whole period of 839,
which is not far from the double of that of foodstuffs. The short drop in 1921 and the
more extended fall in 1930-1932, as well as the rapid expansion in 1922-1929 and

! This index fails to cover some important items — bay, fodder-cakes, eto. — and does. not include
that varying part of the food crope (e.g., wheat and certain root crops) which is, in fact, used for feeding purposes,
As shown below (cf. Chapter 1V), the movements of the animal-food indices differ considerably from those
of the fodder index here given, which mainly reflects the movement of & few important staple crops (maize
in particular). The fact that over the period as a whole it fails to rise does not prove that production of fodder
tn lolo has not increased; this is chiefly due to the increased self-sufficiency of importing countries as regards
fodder and the gradual substitution of other kinds of fodder for the particular crops covered by the present

indices. ] oo
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1933-1937, are, a8 will be shown below,! very similar to those in industrial activity, As will
be seen from Table 6, the relative importance of foodstuffs and industrial raw materials
in aggregate production varies considerably from year to year ; the share of raw materials
increasing during years of upswing and decreasing during years of recession. These fluctua-
tions, however, are not so great as to conceal the general long-term tendency for raw
materials to gain in relative importance. '

Table 6. — PropucTION OF FoopsTurrs, FODDER AND INDUSTRIAL Raw MATERIALS BY CONTINENTAL GROUPS.
(a) Excluding meat and milk.

{b) Including meat and milk.

World

Europe

: excluding U.8.8.R. A]:fer:il;a | R::gl 3 t
Groups and years Incl. USS.R. | Excl. USS.R. U.8.8.R.
Indicesof Movement(1929=100):{ (a) (%) (a) (%) {a) () (b) |.(a) (%) {b)

Feodstuffs : _ : '
19201924, . . . . ... 82 —_ 86 —_ ‘78 — — 101 — —
1925-1929. . . . . . .. 28 a7 96 97 80 93 98 105 100 99
1930-1934. . . . . ... 102 101 100 103 97 103 87 95 100 105
1935-1937 . . . . . . . . 106 103 102 106 100 108 o1 92 M 110
1920 . . . . . . . . . . 74 — 79 -— 63 - — 99 —_ —_
1920 . . . . . . . . .. 100 100 100 100 100 100 100 100 100 100
1937% ... ... ... 10 | 106 | 106 | 107 | 103 | 100 | 94 | 108 96 | 112

Fodder :
1920-1924. . . . . . . . 90 28 74 50 112 93
1925-1929. . . ... .. o8 28 86 93 107 o8
1930-1934. . ... ... 93 93 90 08 o1 102
1935-1937. . ... . . . 23 o1 80 106 87 101
1920 . . .. ... ... 95 101 - T4 49 124 93
1929 . . . . ... ... 100 100 100 100 100 100
1937¢ . .. ... ... 88 97 93 - 102 87

Industrial raw materials ;
1920.192¢, . . . . ... 65 67 - 63 — 70 —
1925-1929 . . . . . ... 90 20 86 78 93 ]
1930-1934 . . . . . . .. 84 82 81 129 76 92
1935-1937. . . . .. .. 107 101 100 208 92 116
1920 . . . . . . . . .. 65 67 59 —_ 17 _—
1920 . . . . .. .. .. 100 100 100 100 100 100
1937* . . . .. .... 119 114 110 219 108 127

Foodstuffs (including meat

and milk) :
1925.-1929. . . . . ... 100 100 .| 86.2 86.9 29.0 38.5 13.1 12.3 21.8 28.9
1930-1934 . . . . . . .. 100 100 85.56 88.9 20.9 33.7 11.1 10.6 20.8 29.4
1935-1937. . . . . . .. 100 100 84.4 88.7 29.7 39.4 11.3 9.9 19.1 30.2
1926 . . . .. ... .. 100 100 87.4 87.1 31.4 37.8 12.9 11.4 20.9 28.4
1937 . . .. .. ... 100 100 84.8 88,6} 20.4 39.2 | 11.4( 10.7 19.2 | 30.2

Industrial raw materials ;
1925-1929. . . . ... . 100 95.7 27.1 4.3 "41.1 27.5
1930-1934. . . . . .. . 100 92.4 27.3 7.6 35.3 - 20.8
1935-1937 . . . ... .. 100 90.4 26.4 9.6 34.3 29.7
1920 . . . . ... ... 100 95.0 28.2 5.0 39.7 27.1
1937 . . ... .. . 100 90.9 26.0 9.1 36.1 28.8

} For further details, sce aiso Appendix I, Tables 3 and 4.
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The det_«'el.opments desc::ibed above for the world as a whole are illustrated in some
further detail in Table 8, which summarises (chiefly in the form of quinquennial averages)
the above broad branch indices by continental subdivisions.}

IV. INDUSTRIAL RAW MATERIALS CLASSIFIED ACCORDING TO ORIGIN oF PRODUCTS

Thgi;nporta.nt group of industrial raw materials, owing to the mass of heterogeneous
commodities it contains, may at this stage be broken into the following three sub-indices :
{a) products of agricultural origin {industrial plants), (b) products derived from forests
(rubber and wood products, including rayon and staple fibre) and (¢) non-vegetable raw
materials (all minerals).?

Table 7. — PropucTiON oF INDUSTRIAL RAW MATERIALS CLASSIFIED ACCORDING TO ORIGIN,

Indices of movement Percentage share of world total
1929=100 : (including U.8.8.K.)
v Pro_dutl:tt'.u aolt 4 Prm:lmt:rts Product:ag{
ears agricultur erive oI non-vege & .
origin forests origin ':E?ﬁ;u'ﬁ'ﬁrgf de}-’ilxciiug:;m n';mc\.l'::ggagfle
origin forests origin
Incl. | Excl | Incl. | Exel. | Incl. | Excl
U.S5.5.R. U.8.8.R. U.8.8.R.

1920........ 72 5 37 38 | 66 68 — —_ —_

10921........ 62 64 39 39 52 53 —_ — —

1922, ....... 71 73 44 44 ' 63 65 — —_ —_

1923........ 74 76 49 50 74 76 -— — —

1924........ 84 86 56 55 74 78 — — —
1925........ 94 95 66 67 80 81 20.3 8.3 64.4
1926........ 96 98 73 73 81 82 29.2 6.8 64.0
1927........ 92 93 80 80 88 89 208.7 7.1 68.2
1928........ 97 97 86 86 1 81 27.1 7.4 65.5
1929........ 100 100 t0o (00 100 100 23.6 7.9 66.5
1930........ 98 97 97 96 92 91 26.2 8.1 65.7
1931........ o8 o7 92 a1 8 78 29.8 8.8 61.6
1932........ 1 91 80 87 66 64 31.6 9.3 59.2
1933........ 97 96 106 104 71 68 30.8 10.3 58.9
1934........ 91 91 121 119 82 i 26.8 11.0 62.2
1936........ 97 96 133 131 89 83 26.4 11.0 62.6
1936........ 107 103 147 145 101 04 25.8 11.0 63.2
1937*......| 120 118 176 173 112 106 26.9 11.6 82.5

* f. footnote to Table 1, page 11.

Raw materials of agricultural origin are oleaginous products and textile fibres, the
latter item weighing most heavily in the group aggregate. Cons_idering the period as &
whole, this group has increased by about 70% (up to 1936 inclusive by less than 50%) ;
cyclical variations are small, a3 in the case of agricultural productmn- in general, Whl.le
there are marked yearly fluctuations due to natural conditions affecting crops, and, in
particular, that of cotton. The great increase in 1936 and 1937 is largely explained by excep-
tional cotton crops, especially in the United States. . - _ o

The output of products derived from foresis has mcrea.sed with exgeptmng.l rapidity
— it almost quadrupled over the eighteen-year period considered — owing mmly to the
expanding demand for new articles, such as rubber, pulp, rayon and staple fibre. The

3 For pfurther details, see also Appendix I, Tables 3 and 4.
* Hydro-electrio power is, however, included in this group.
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Diagram 4. — Inpices or INDUSTRIAL Raw MATERIAL PRODUCTION
CLASSIFIED ACOORDING TO ORIGIN.

1929 = 100.
1. Products of agricultural origin. III. Products of non-
II. Products derived from forests. . vegotable origin.
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fluctuations in the curve are
determined by the business
c¢ycle—the adjustment of supply
to.demand proceeding with less
friction than in the case of
farm production. '
The third group, mainly made
up of minerals (principally me-
tallic ores), has increased over

- the period as a whole by almost

70%. The fluctuations are of a
¢yclical nature, and are more
violent than for the two groups
discussed above, as is to be
expected from the fact that these
materials are mainly used in the
production of capital goods,
while the others depend to a
much larger extent on demand
from consumption-goods indus-
tries. The great expansion in

later years reflects demand for

armament ' purposes, although
in' the meanwhile technical
progress and the increased use
of waste and scrap have resulted
in certain savings of raw

- material slowing-down the

tendency of expansion.

B. INDICES OF STOCKES OF PRIMARY COMMODITIES

The economic effects of Diagram 5. — WonLp PRODUCTION AND STOCKS OF PRIMARY
changes in stocks are consider- Commoprries (sxcLupiNg U.S.S.R.). 1929=100; logarithmioc scale.

able, and, in analysing produc-

II. Stocks (movi i
tion, it is essential to take such (moving average)

1. Production (excluding meat and milk, but including fodder erops.)

III. Stocks (original index).

140|

changes into account. Indices
of visible stocks of primary
commodities, calculated by the
Economic Intelligence Service,
are given here in continuation
of those published last year.}
Detailed figures are contained
in Appendix IT; the general
worldindex (excluding U.8.8.R.,

13

120

for which no figures of stocks
are available) is represented in
Diagram 5, together with the

' %
A |"l \_‘\/ |' /
graph of total primary produc- Y 17

tion (excluding the U.8.8.R.).

! For description of scope of figures
used and methods of calculation, of.
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particularly World Production and W29 1930 1931 1
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Diagram 6. — INDICES OF STOCKS AND PRODUCTION OF PRIMARY

L Production.

A. Agricultural products.

C. Foodstuffs.
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(excrovomg U.S.S.R.).

1928=100; logarithmic acale.
II. Stocks (moving average).
B. Non-agricultural products.

E. Raw materials of agricultural origin.

D. Industrial raw materials.

ComMoprries BY Grours

F. Raw materials of minern] origin,
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During the period 1925-1932, stocks increased steadily, though there was & minor
slowing-down in 1927 and 1928. In spite of the increase in production up to 1929, the
discrepancy between the two curves was constantly increasing, and, during the depression,
it became very great. After 1932, the two curves again approached each other until they
intersected in 1936. According to information relating to the end of 1937 and the beginning
of 1938, the tendency has again been reversed, stocks accumulating while production
is decreasing. _ .

The general stock index has been broken up into group indices, using a8 far as possible
the same principles as in breaking up the index of primary production ; detailed figures
are given in Appendix II, illustrated by Diagram on page 21. : ]

- . As stated above, the pro-
Diagram 7. — INDICES OF MANUFACTURING AND OF STOCES AND duction of agricultural products

USTRIAL TERIALS fluctuates much less than that
Propoeriox ox g;o = 100. Raw M ) of non-agricultural products
L Stocks of rew materials (moving average). - over long periods. This greater
II. Production of raw materials. stability in output is accom-
III. Manufacturing (excluding U.S.S.R.). panied by greater variations
o ~o o stocks. Similarly, foodstuffs
and raw materials of agricul-
| - tural origin, while showing
/'\I relative stability of production,
120 120 ghow much greater fluctuations
in stocks than raw materials
of non-agricultural origin.
0P

wo] Indeed,agricultural production,
particularly as regards food-
stuffs, is less adapted to changes
sol in demand than non-agricul-
tural production. Consequently,
accumulations of stocks (and
price-falls) are, as a rule, greater
in agriculture than in other
{ branches of economic activity.
. - o " : Inorderto throw some further
“0N202172 2324 2526 27 2829 30 31 32 33 34 3538087 | Light on the question of changes

sonsae]  jn gtocks, Diagram 7 has been
drawn, showing the develop-
ment of stocks and production of industrial raw materials on the one hand and that of
manufacturing on the other.?

The production of industrial raw materials naturally- moves in fairly close harmony
with manufacturing production. Over longer periods of time, technical improvements
are likely to result in certain savings of raw materials, and manufacturing may therefore
increase somewhat more rapidly than production of raw materials. Over shorter periods
of time, however, output of industrial raw materials, if fully adjusted to demand, should
run parallel to manufacturing. Any appreciable discrepancy of movement between the
two carves over such periods will be reflected in movements of stocks. :

No attempt has been made here to carry the stock index further back than 1925.
In 1920, however, there were large excess stocks in certain important raw materials. Through-
out the period 1920-1924, the index of manufacturing stood above that of production

60

1 As regards foodstuffs, it is not possible to give & similar diagram representing both supply and demand
(th.e difference het..ween which theoretically decides movements of stocks), as tlfhleg demandp})oz foodstuffs is
ultimately determined by the purchasing power and standard of living of the mass of the population.
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of raw materials. In 1925, the two indices reached the same level, which was some 209, below
that attained later in 1929. These movements suggest that, by 1925, the excess stocks
had been gradually worked off, and that — as the three indices increased, until 1929,
in roughly the same proportion — a certain balance had been established between primary
and secondary production continuing during the period 1925-1929. This equilibrium was
upset in 1929 ; manufacturing production fell faster than that of primary commodities,
and stocks increased rapidly. After 1932, manufacturing again increased — until 1936,
more sharply than primary production — with the result that, by that year, raw material
stocks had shrunk roughly back to the 1929 position. During 1937, stocks of raw materials
increased again owing to the drop in manufacturing activity.

An examination of Diagram 7 will show that relatively small maladjustments botween
apparent supply and demand cause very large fluctuations in the movements of stockas.
This is to be explained in part by the fact that, in the downswing, manufacturers let their
stocks of raw materials ran down, while, in recovery (when prices are generally rising,
or expected to rise), they replenish them. Stocks with the manufacturers are not included
in the index of visible stocks.

C. MANUFACTURING

World indices of manufacturing have been calculated for the period 1925-1937 by the
Economic Intelligence Service aceording to methods described in earlier editions,! and are
reproduced in Table 1 of Appendix III.

For the purposeoi Diagram 8,2
figures for the preceding quin- Diagram 8. — INDICES oF WoRLD MANUFACTURING.
quennium, calculated by the 1929=100. '
German Institut fir Konjunk- 1 world (including U.S.S.R.). I Europe (excluding U.S.S.R.).
turforschung, have been linked II. World (excluding U.S.8.R.). IV. North America.
up with the League index in  y,q4itut fiir Konjunk-
1925.3  Although the early turforschung. League of Nations.
figures differ somewhat in scope T —— s
and weighting from the League |zo 120
figures, differences are not so 1
great as appreciably to affect ' .
the broad conclusions that may
be drawn from comparisons
covering this eighteen-year =7 k& o,
period as a whole. - ; - ' o

The general course of manu-

facturing in that period is so &0
well known in its main outline J
that no detailed commentaries

are necessary. The level of

output in the world in 1937 oo

i3 the highest on record and
can be estimated (excluding the
U.8.8.R.) to be more than 50%
higher than in 1920 and some { | , , , o e
39, higher than in 1929. The 920 21 22 23 24 25 26 27 26 29 20 31 32 33 34 38 % ¥
ficure including the U.S.8.R.

i ! i - for 1936/37
1 Cf. ularly World Production and Prices, 1935/:?6‘, pages 21 22._ and _the same volu!ne s
:gﬁf‘:i?]a;rtllrfiniax;rgyis excluded here, as it is given above in connection with primary production.

? (f. also Diagram 7 on page 22, o
3 Cf. Sonderheft 31, 1933 : “ Die Industriewirtschaft .
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can be estimated as being roughly some 859, higher than that of 1920, the difference
between the two figures indicating the degree in which the rapid industrialisation of the
U.S.8.R. accounts for the growth of manufacture in the world as a whole. The total
for Europe (excluding U.S.S.R.) was 10% higher in 1937 than in 1929. The fact that
the world total (excluding the U.S.8.R.) for 1937 did not exceed that for 1929 by
more than 39% is explained by production in North America (which, in the nineteen-
twenties, accounted for more than 409 of total world manufacturing) having lagged
behind that of the rest of the world since 1929, decreasing between that year and 1937
by some 7%.

For some years past, a distinction has been made in this volume between the national
indices referring to industries producing investment goods and those referring to industries
producing consumption goods. An attempt is made in Table 8 opposite to combine these
two groups of national indices into world indices by the same methods as are used in
calculating the general industrial index. Unfortunately, these groups of world indices
are based on rather a narrower range of data than the general index and are therefore not
quite comparable with it and probably give a somewhat less accurate reflection of the
real trend of events. For the purpose of Diagram 9 the group indices have been linked
up, in 1925, with corresponding series for the period 1921-1924 calculated by the German
Institut fiir Konjunkturforschung. The picture offered by this material corresponds fairly

. well with what is known about
Diagram 9. — Annuar WorrLp Inpices (xxcLupve U.S.S.R.) or the behaviour of capital goods

MANUPACTURE OF CAPrTAL Goops AND CoNsumpTioN GoODS. and consumption goods in

1929 =100. individual countries, consamp-

L Consumption goods. IL Capital goods. tion-goods industries showing

III. Manufacturing. a relatively greater stability,

Institut fir Konjunk- increasing less during an upswing

turforschung, League of Nationa. and falling less during a

———— man — depression than capital-goods
12 ;l production. -

This diagram suggests that
i the dispersion between the two
series, capital goods and
consumption goods, was con-
giderably greater during the
depression after 1929 than
during the previous crises.
Further, it will be seen from
Table 8 that the discrepancy
between these series since 1929
has been greater in North
America than in Europe, as
was to be expected, since the
depression there was more
serious. It is significant also

- (see Diagram 10, A) that, to-
IR B BB RT BRI I RD R %% 3,) Wards thethmiddle of 1937 —
221 ., on the verge of what-

. . ) . threatens to become a new
general depression — the 1929 relationship between the two curves representing world

production of capital goods and of current consumption goods was again attained
at a level of total production but little higher than in 1929, :

The industrial depression in North America (mainly in the United States, for Canada
has been less affected) appears to have begun in the consumption-goods industries (see




Table 8. — WorLp INDICES oF
Mawuracrurg oF Carrrar Goops (I)
axp CoNsumrriox Goops (II)
(ExcLvpvg U.S.8.R.).*

1929=100.
World

Year

I I Total
1925. . 81.7 87.6 84.2
1926. . 82.2 88.5 85.1
1927, . 88.2 94.5 90.8
1928, . 93.9 97.0 95.1
1929..| 100.0 100.0 100.0
1930.. 82.0 90.5 856.8
1931.. 60.2 87.3 4.3
1032.. 43.1 79.4 62.6
1933.. 5.7 86.7 71.1
1934. . 62.7 89.4 77.0
1935.. 76.8 93.4 88.0
1938.. 92.3 99.9 96.3
1937*.] 101.8 103.6 102.9

Europe excluding U.8.8.R.
1925. . 73.4 86.2 81.2
1926. . 69.8 85.2 80.0
1927.. 0l1.4 94.6 93.3
1928..] ©3.8 8.2 96.6
1929..| 100.0 100.0 100.0
1930.. 89.9 93.7 91.4
1931.. 71.8 88.8 80.5
1932.. 571.7 81.1 69.9
1933.. 65.6 87.2 76.4
1934.. 71.3 92.4 85.1
1935. . §0.0 95.6 92.7
1936. . 98.68 107.7 100.9
1937+.} 110.4 108.2 110.1
North America

1925, . 88.4 88.5 87.7
1928.. 92.0 91.1 90.6
1927.. 85.9 04.2 £8.9
1928, . 93.9 95.8 94.2
1929..1 100.0 100.0 100.0
1930.. 4.4 87.0 80.0
1931.. 48.8 85.2 67.4
1932.. 28.0 76.1 b3.4
1933.. 42.2 84.2 63.3
1934. . 46.0 84.1 66.2
1935. . 61.7 88.3 76.1
1938. . 82.1 © 95.5 88.6
1937*. 88.0 96.0 92.3

* Owing to the omission of sutomo-
biles, etc., the average of I and I does
not always correspond exactly to the
“total " as given above,
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Diagram 10. — MoNTHLY INDICES oF MANUFAOTURE OF CAPITAL
"Goops axp CoNsumPTION GOODS IN THE WORLD (EXCLUDING
U.8.8.R.), Evrore AND NORTH AMERIOA, 1936-1938.

LI Total manufacturing.

1929=100.

A. World {excluding U.S.8.R.).

B. North America.

C. Europe (excluding U.8.8.R.).

III. Capital goods.

II. Consumption goods.
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Diagram 10, B) as early as the beginning of 1937. The drop in demand was probably due
in part to the exhaustion of the veterans’ bonuses. As from September 1937, the decline
became particularly marked and indeed extraordinarily rapid in the capital-goods industries.
In Europe, consumers’ demand was well maintained, or, in fact, continued to
improve, up to the end of 1937. On the other hand, capital-goods industries showed clear
gigns of recession by the middle of 1937, in spite of the enormous activity in armament
industries. )

For a detailed discussion of developments within particular countries, reference should
be made to later chapters of this volume.! In order, however, to give & clearer picture of
the significance of the latest phases of the business cycle, Diagram 11 has been added,
showing the monthly figures of the two sub-groups discussed above, in the United States
and Europe, during the first phase of the general depression of 1929, and during 1937 and
the first months of 1938.

Diagram I1. — INDICES OF MANUFACTURE OF CaAPITAL AND CoONSUMPTION Goops IN THE UNITED
StATES AND EvRoOPE, 1920/30 AND 1937/38,

| 1929 = 100.
IA. Capital goods U.8. A. TTIA. Conaumption goods U.S. A,
IB. » »s Europe, - IIB. » »» Europe,
120 120
o0 . IB 100
s, | oy
-t N ..
.\_HA \—"s\
ao - 80
&0} - \ \ €0
‘clllllllllll ) i T W N I Y A N lllllllllllJllll‘o
w29 1930 1937
- m‘l?
D, BUILDING

_ National statistics of building activity are collected regularly by the Economic Intel-
ligence Bervice and published in the Monthly Bulletin of Statistics.

The statistics, however, do not render it possible to establish uniform international
measurements. For the purpose of the general survey, we have therefore had to be content
with series relating as far as possible to total building activity in a small number of important
countries ; these may serve to illustrate the trends of developments but are scarcely adequate
for the formulation of definite coneclusions.?

Chgnges in manufacturing production are of greater amplitude than those in primary
production, but building activity fluctuates even more than either. The figures suggest

. gf particularly Chapter IIL _
! Further details by countries are given in Chapter ITI below ; f; discussi
statistics used, of. also Monthly Bulletin of Statistics, or & discussion of the character of the
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Table 9. — Inpices or Torar BuiLpiNg AcTIviTY ¥ CERTAIN IMPORTANT COUNTRIES,

1929=100.
Germa.ny Canada U.S.A.» France Italy K‘{:g'fﬁ;‘m Sweden* .E,':;l:‘i';'.
Year Buildings

completed | Contracts | Contracts | Permits Permits Permits | Buildings | Bulldings

Number of (Value) (Floor ) N completed compieted ¢

dwellings pace}| {Number) (Rooms) (Value) {Rooms) (Dwellings)
1920 32.0 53.8 59.8 22.0 —_ -— 29.9 16.2
1921...s.... 41.8 46.6 . 57.2 18.7 — —_ 41.1 28.8
1922........ 45.7 56.3 84.8 30.1 — - 45.4 28.8
1923 37.2 53.7 87.4 47.2 — 69.4 70.5 40.1
1924 .1 48.9 88.8 60.2 —_ 79.6 81.56 58.8
1925 56.6 54.9 118.1 65.0 — 90.9 86.5 49.9
1926 65.1 79.0 111.9 92.7 — 92.8 91.1 58.8
1927 80.6 86.0 107.5 65.0 - —_ 87.9 91.5 87.3
1928 97.5 97.6 122.7 78.9 8.9 92.3 97.0 134.0
1929 100.0 100.0 100.0 100.0 " 100.0 100.0 100.0 100.0
1930 97.5 72.2 63.5 111.4 87.3 102.1 128.7 84.3
1931 74.3 48.5 45.9 101.6 52.8 86.2 130.8 107.1
1932 47.0 19.9 19.6 81.3 45.1 890.8 119.8 117.2
1933 59.7 15.5 18.4 74.0 53.1 114.5 90.4 60.2
1934 4.8 1.9 19.2 88.7 , 88.6 130.7 120.2 48.46
1935 77.9 24.9 31.9 565.7 114.2 156.4 180.4 41.0
1936 8.1 25.0 51.8 52.8 60.0 160.1 208.8 *65.0
1937........ 100.5 38.0 56.4 46.3 85.8 151.8 *70.0

* Residential building only.

* 1920-1924 i refer to twenty-seven States; since 1925, thirty-seven States.
* Permits delivered for the utilisation of new buildings.

* Estimate.

that construction activity in 1920 was generally at a low ebb and then rapidly increased
until 1928 or 1929. Although the dispersion between the national series is considerable,
it would appear as if building increased during this first post-war decade approximately
two to three times.

After 1929, the development appears to have been much less uniform, and is
characterised by exceptional disparity and irregularity. Any definite general trend is difficult
to ascertain, but, in & very general way, it may perhaps be stated that — with the exception
of the United Kingdom, the Northern European countries, Germany, South Africa and
Chile ! — the increase in economic activity has not been accompanied by a corresponding
increase in building. Particularly in the United States, recovery in building has been
irregular and sluggish, while in countries where there has been little or no industrial recovery,
building has guffered still deeper depression. :

E. EVOLUTION OF WORLD PRODUCTION PER HEAD OF POPULATION

Whenever the development of production is considered over a long period of time,
it is not possible to neglect the question of its relation to the changes in po;_)ulation. In
order to throw light on standards of living, it is wsual in studies o_f consumption to relate
the quantities of goods or services available or consumed to a unit of consumption, suqh
as the “adult male ”.* Although, theoretically, this solution has certain advantages, it
cannot be adopted here, for even if there existed a generally accepted all-purpose consumption

1\ Cf. Monthly Bulletin of Statistics, for more detailed figures than are given here, .
* The common type of consumption unit is built on the relative energy needs (expressed in calories) of
persons of different age and sex.
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unit, population statistics in most countries are not sufficiently detailed to permit of the
calculation of the number of such units year by year. It is necessary to rest satisfied,
therefore, with the cruder method of calculating figures of production per kead of total
population.t ' ‘ :

In using such figures, however, it should be remembered that they disregard national
differences in age and sex distribution in any given year, as well as the changes in this
distribution which have taken place in the course of the period considered. . They should
therefore be regarded only in the nature of rough commonsense measures. It has also
to be considered which eategory of production can appropriately be shown on a per capul
basis, the main difficulty being caused by the fact that production figures relate to goods
(or services) at different stages of production. If the purpose is mainly to study the real
income, or more widely, the standard of living, it is personal services and production of
goods for final consamption which should be used, as the inclusion of raw materials and
capital goods in this sum would necessarily involve duplication. As, for practical reasons,
services cannot be included in this survey, the following per caput series have been calculated:
(a) production of foodstufis, () production of manufactured consumption goods and
(¢) production of automobiles, representing consumers’ capital goods.

With respect to the last group, it is known that production of articles such as vacuum
cleaners, refrigerators, radio sets and various household appliances have increased greatly
since the war. The statistical material permits the inclusion here of motor-cars only as
representative of the group, the exclusion of which would have given too unfavourable
a picture of the general development. It should be borne in mind, however, that the figures
of motor-cars give a rather slender basis for general conclusions, and that the continental
sub-totals are subject to considerable limitation, owing particularly to the influence of
export trade.

Table 10. — Inpices or Per Caput ProDpUCTION OF PRmMARY AND MaNvuwvaicrurep Propuots.
1929=100.

Including US.S.R. | ExcludingUSSR.| USSR)

{excluding North . America

1920|1925 1929(1937]1920{1925/1929]1937 l920|1925 1929/1937|1920(1925{1929

1937
A Production of crude foodstuffs : _
(a) Excluding mest snd milk . .| 84 | 101] 100 100| 88 99 | 100 97 | 69| 97 | 100 96[ 113] 9! 100| 97
(b) Inclading meat and milk . .| . | 98| 100] 97| . |08 | 100 09 | . | 04 | 100| 103 . [ 101| 100{ 93
B. Production of manufactured con-
sumption goods . . . . . . . 72 | 90| 100{*104| *76] 01 | 100] 97 | 60 | 89 | 100] 202| 88| 04| 100] 90
C. Production of sutomobiles . . . .| . | 82 100J 92| . | 81| 100 89| . |60 | 100 151 45| 83| 100] 84
D. Production of capital goods . . .|*73 sai 100{ 16| 74} 85 | 100| 95 | 67 | 76 | 100] 104 81| 94| 100| 82

* Estimated figure.

! For certain (although not all) purposes, figures per “ gainfully occupied or employed person * would
be preferable ; this solution, however, is ruled out by lack of sufficiently accurate. popt{la,tigz data.




—_ 20 —

In. order to obtain some indication also of the simultaneous changes in the supply
of capital equipment, a further series has been calculated giving per caput production
of producers’ capital goods.?

It is not possible to mention here more than a few of the most important of the conclu-
sions to which the figures of Table 10 seem to point. Considering the world as a whole
~— thus including the U.S.8.R. — the per caput production of foodstuffs (excluding meat
and milk) increased by 199, between 1920 and 1937, and that of manufactured consumption
goods by 409%,. The manufacture of capital goods increased still more — by some 609,.
It should be remembered, however, that, owing to the effects of the great war, production
in 1920 was low, and that 1925 affords for many purposes a more suitable basis of
comparison. It will be found that per caput output of food was practically the same
in 1937 as in 1925, while production of manufactured consumption goods had increased
by about 15%. These facts considered in conjunction suggest & definite though
moderate increase in average standards of consumption. The production of capital
goods had increased more sharply, or by some 40%, reflecting in part the rapid
industrialisation of the U.8.8.R. The output of consumption goods as a whole {crude
foodstuffs and manufactured consumption goods) per head of the population was roughly
the same in 1937 as in 1929, the increase in absolute production during this period being
just enough to offset the growth in population.

As illustrated by Diagram 12, however, the development differs greatly in the various
continental sub-groups ; the most outstanding fact being the gradual falling back of North
America. The output of food per head was in 1937 substantially smaller than in 1920,
and that of manufactured consumption goods only slightly higher, The levels in 1937
were in all cases lower than those of 1929.. In Europe, on the other hand, the steep increase
up to 1929 was followed by a period of slower though decided progress, except for crude
foodstuffs, where levels remained practically stationary.? The difference between standards
of production in North America and Europe would thus appear to have grown smaller
during the period since the war.

The steep per caput increase of food production, particularly in Europe, during the
period before 1925 (cf. Diagram 12, A), seen in conjunction with the great expansion of
this production in the overseas countries during the war, throws an interesting sidelight
on the genesis of the agricultural crises which began in these countries well before the
general crisis of 1929,

Great care is needed, however, if it is desired to draw more direct inferences as to the
effects of these shifts in' production on the standards of living or consumption in the various
continents. The decrease of American production reflects partly the shrinking of export
markets, and to the extent that the decrease in production is due to decreased exports,
the standards of consumption in that country have not been reduced. Similarly, the standard

1The ulation figures used in the calculations in this chapter will be found in various isaues of the
Stabistical g’oegr-Book of the League of Nations. Two separate population indices have been calculated :

a) The first is used in relation to primary production series and includes all countries for which population
estinsn.zes are available, thus mpreselp;tinguzhanges in total world population. Owing to the uncertainty
attaching to the population estimates for Asia (particularly of China), Africa and even large parta of Latin
America, these totals have to be considered as rough approximations subject to a considernble margin of
error. As a matter of fact, it is assumed that the population of certain countries — the moat imporu_mt. be
China — has remained unchanged. In so far as the population of these countries has in reality in
(which is uncertain), the index tends to understate the growth of worid population. o

() The second is used in relation to manufacturing production. It has been judged preferable to limit
this index to the countries covered by the world manufacturing index, the estimates of the year-to-year changes
in these countries being on the whole quite satisfactory for the pum'urpomacl in vnew.l ; oy ant

3 , however, that the index of crude foodst oes not include a number of impo
foods E %:unllg-yl:e:;;:,u e:rlegetablea. fruit, etc., and, before 1925, meat and milk. Had it been poesible to
include these commodities, the production of which is known to have expanded, it is likely that the picture
would have been more favourable.
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Diagram 12. — INpIcEs oF Per Caput ProbuoTION OF CERTAIN CaTRGORIES OF GOODS
Y Mant CONTINENTAL SUBDIVISIONS.
1929=100.

A. Crude foodstuffs {excluding meat and milk). ; B. Msnufaotured consumption goods,
€. Automobiles, D. Manufactured capital goods,

L World including USS.R. III. Europe excluding US.S.R.

~

II. World excluding USS.R. IV. North America.
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of consumption in Europe has not increased at a rate corresponding to the increase in

production ; it has to be balanced against the simultaneous decrease in imports from
overseas countries,

F. YEARLY PERCENTAGE CHANGES IN PRODUCTIVE ACTIVITIES

It is usual to speak of a normal rate of economic progress or of production, and there
actually exist a number of estimates of such rates calculated on the basis of available
empirical economic data.* A first attempt is made here to calculate in a systematic way
some significant rates of world economic progress for the period since 1920.

Before we proceed to these calculations, however, certain general observations should be made
as to the nature of the problem involved. The first question concerns the purpose of the calculations,
or in other words, what kind of production should be considered ¥ It is obvious that the ultimate
purpose of production is to supply goods and services for consumption ; considering the problem from
this point of view of real income or standard of living, economic progress should be measured in terms
of consumption goods and services. ' .

It is a well-known fact, however, that the modern capitalistic system of production is
characterised by a prolongation of the period of production, for in order to produce a certain
amount of consumption goods, -investment — in machines, buildings and means of transportation,
distribution, ete. — has first to be made. The rate of progress in the capital-producing industries —
although of indirect interest only in judging present standards of living — is of great direct interest
from a number of points of view.? A separate rate should be calculated, therefore, indicative of
production of investment goods. It is important, however, that the two types of rates should not
be confused, and that rates should clearly relate to one or the other of the two typee.

When considering rates of progress, it is desirable to take into account also changes in the
population ; the whole type of economy is affected by this factor, and particularly the supply of
.capital equipment. When the population is increasing, new investments — in the form of dwellings,
schools, roads, etc. — have to be made in order to prevent a fall in real income per head, and only
an increase beyond what is required for that purpose may be regarded as progress in a real gense. As
far as possible, rates of progress of production should therefore be calculated also on a per caput basis.

Table 11 gives figures of yearly changes of production (calculated at compound interest)
for different periods by main continental sub-groups; the results are also illustrated
graphically in Diagram 13.

1 Thus, according to Professor Cassel's widely quoted estimates, the rate of economic progress in the
western world during the sixty-year pericd 1850 to 1910 was roughly 3%, per annum. )

2 In the past, rates of progress have generally referred to cspital goods rather than consumption goods
industries, the basic material used being mainly pig-iron production and similar series indicative of activity
in the sphere of capital equipment. o

* It may be useful to call attention, in passing, to the character of rates of progress in still another respect.
It is often maintained that s yearly rate of increase of 3% (or any other percentage figure) is to be considered
88 normal. In principle, any uniform yearly percentage increase represents & geometric series of progression
(if it is assumed to be 3%, the level is doubled about every twenty-five years). f by normal increase, however,
is understood & rate which can be maintained over a long period of time, any uniform percentage increase
would, in the long run, tend to absolute levels of production beyond what is practically conceivable. As high
an increase as 3%, would relatively soon tend to such & situation, and the higher the levels of production already
sttained, the more difficult it becomes to maintain a uniform relative rate of increase. In reality, it would
appear that economio growth — as well as that of population — has a tendency to follow a so-called logistic
ourve ~ i.e., the rate is slow at the beginning, becomes gradually very steep and is subsequently stabilised
somewhers below a theoretical upper limit which is never quite reached. The upper limit, again, is not fixed
onoe and for all, changing with improvements in technique, discovery of new natural resources and so on.
In times when techniques are rapidly changing, there is nothing to prevent empirically ascertained growth
ourves from following (because of a continuous change in the upper limit) a more or less straight line —i.e.,
representing absolutely equal increases per annum over & prolonged, although obviously not indefinite, period.
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. Table 11. — Ynanry PeroenTacn Cuaxaes or WorLD PRODUOTION.

{a) Crude figures. (b) Per caput figures.
Production of crude foodstuffs Manufacture of
p]nm] d_lng Manufacture of Produmn'
Geographi . Exciuding meat Including meat | consumption goods | investment goods
area Period .nﬁ"f.fﬂk and milk (1II) v
(I (1I) ,
' {a) (%) (a) (d) (a) (b} (a) (d)
1920-1937] 2.3 1.0 — — 3.4 2.2 '3.9 2.7
World (including )1920-1929 3.4 2.0 - — 5.1 3.8 4.9 3.8
U.S.S(.R.). . 19201037 11 0.0 0.7 | —0.4 1.5 0.5 2.9 1.9
"~ Ti925-1920| 1.2 | —0.1 1.8 0.4 4.1 2.7 60 -| 4.6
| 1932-1037| 1.5 0.4 1.2 0.1 6.3 5.3 19.0 17.9
1920-1937| 1.7 0.6 — — | 24 1.4 2.5 1.5
World (excluding ) 1920-1929| 2.6 1.4 —_ — 4.2 3.1 4.8 3.5
U&S‘ﬁ) . .. JY19201037] 0.7 | —0.4 0.9 {—0.3 0.4 |—0.4 0.8 | —o.6
1925-1929| 1.5 0.3 1.7 0.5 3.4 2.3 5.2 4.1
1932-1937] 1.1 | —0.1 09 |-—o0.2 5.5 4.6 18.8 17.8
1920-1937} 2.9 2.0 — — 3.0 2.3 3.4 2.6
Europe (excluding) 1020-1920| 5.2 4.3 —_ — 8.1 4.2 5.4 4.5
USSR). .. .y1929-1937f 0.3 |—0.5 1.1 0.3 1.0 0.2 1.8 0.5
1925-1920| 1.8 0.8 2.4 1.6 3.7 2.9 8.0 7.2
19321937 1.1 0.3 1.1 0.3 5.9 5.2 14.0 13.0
1920-1937f 0.3 | —o0.9 —_ — 1.3. 0.1 1.3 0.1
1920-1020| 0.1 | —1.3 — — 2.9 1.4 3.9 2.5
North America . .{1920-1937| 0.4 | —04 |—0.2 }—1.0 |—05 |—13 | —16 | —24
19251920 1.7 0.3 1.3 | —o0.1 3.1 1.6 3.1 1.7
19321937 1.1 03 |—0.2 {—09 4.9 4.0 25.7 24.8

As is to be expected, the per caput rates of yearly increase are throughout lower than
the crude rates-reflecting the growth of population during the period ; it is to be noted,
however, that the difference between the two kinds of rates is somewhat different in the
various continental subdivisions ; it is greater (owing to the great population increase in
the U.S.S.B.). in the world including, than in the world excluding, that country; it is
greater also in North America than in Europe, but, in the following, the analysis is
concerned only with per caput figures. _

Considering the post-war period as & whole, it is found that production per head of
foodstuffs (excluding meat and milk) has increased in the world including the U.8.8.R. by
1% per annum, and, excluding the U.8.8.R., by slightly less, or 0.6%. The figure for
Europe, 2%, is double that for the world as a whole ; in North America, on the other hand
it decreased Py not leu_ than 0.99% per annum, The different trends of development l:;
Europe and North America should, of course, be seen in connection with the disorganisation
of production in many European countries caused by the war, the initial absolute levels
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Didmm 13, — YzaRLY PrRoENTAGE CHANGES IN WORLD PRODUCTION.

(] Crude figures, Per capui figures.

I Crude foodstuffs (excluding meat and milk). IV. Manufactured capital goods
IL. Crude foodstuffs (including meat and milk). V. Antomobiles. SpIe poods.
III. Manufactured consumption goods.
oA 1) World (2) World {3) Euro {4) North
(including U.8.8.R.). || (excluding U.S.S.R.). || (excluding U.gf’S.R.). America.
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of production being accordingly low in 1920 and the great wartime expansion . of
agriculture in North America resulting in extraordinarily high absolute levels of production
in that year, and in a serious lack of balance in the distribution of world produection. !
Considering the development of food production (including meat and milk) not from 1920
but from 1925, a year when & certain adjustment after the wartime disturbances had
been achieved, it is found that, between that year and 1937, the yearly rate of per caput
change was —0.29%, including the U.S.S.R. and 0.09%, excluding that country ; correspond-
ing rates for Europe (excluding the U.S.S.R.) and of North America were 0.7% and
—0.99%, respectively.

Production of manufactured consumption goods increased considerably more than
that of food — in the world as a whole by 2.29 per annum. The increases were
considerable in the U.S.S.R. and Europe, while, in North America, output per head was
practically the same in 1937 as in 1920.* As is to be expected in a progressive type of
economy, the rate of expansion of producers’ goods is greater than that of the
consumption goods discussed above; it is gignificant to note, however, that North
America takes a position apart, inasmuch as the rate for the capital gooda is the same
as for manufactured producers’ goods. The rate of growth of production of automobiles
— owing to the low production in 1920 — falls outside the scale of that for other goods.

The rate of growth is naturally different during different phases of the business eycle ;
comparing the two complete cycles 1920-1929 and 1929-1937, expansion is throughout
greater during the former period. Thus the rates of increase of foodstuffs in the world
a8 a whole were respectively 2.09, and 0.0%, ; of consumption goods 3.8, and 0.5% ; and of
producers’ investment goods 3.56%, and 1.99%,. The relatively more unfavourable position
of North America in the latter period leaps to the eye.

Considering again the two periods of upswing 1925-1929 and 1932-1837, the most
striking feature is offered by the very high figures of growth in the producers’ goods.
Particularly during the latter period, the figures are enormously high - up to 259, —
;eﬂecﬁx_ng, however, largely the great fall in activity in these industries during the preceding

epression. :

‘Thehjgh-hriﬂpoﬁcyintheUnitedStsta,mdthoooncumntdﬁ f i i
o h-tasiff po L ve for self-sufficienoy, particularly
in th"footlllt.uffn,_ ntuyof :mpeu.:: g:% 2?:‘ course contributed to hasten the process of adjustment depicted

‘Ag.inituhouldhebormhmindthat,whilomnufwtuﬁn ‘

. h t, wl g production in E during

greatly disorganised, and levels of production in 1920 Jow as compared with pm:rr:? levels, tlfﬁ‘r::ri::;
manuiacty ring production as a ,vrbole bad expanded by more than 209, during the war period (cf. National
Industrial Conference Board, Conference Board Bulletin, Vol, XI, No. 3, February 25th, 1937,
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CHAPTER II

PRODUCTION, EMPLOYMENT AND UNEMPLOYMENT

In order to obtain an idea of how the broad changes in production discussed above
bave affected employment and unemployment, reference may be made to the world indices
of employment, unemployment, and aggregate hours of work calculated by the International
Labour Office. Owing, however, to the more restricted scope of the relevant labour
statistics, comparisons between employment and production — from which certain conclu-
sions a8 to changes in productivity may also be drawn — must be limited to industrial
production and mining only.! Further, the comparison has to be confined to the years
since 1929 — i.e., the period covered by the International Labour Office indices.

The world index of numbers in actual employment (including workers on short time)
in manufacturing industries and mining (including in some cases transport, to & minor

Table 1. — WoRLD INpicEs or INDUSTRIAL PRODUCTION,
DEegrER oF UNEMPLOYMENT, NUMBERS IN EMPLOYMENT AND OUTPUT PER WORKER EMPLOYED
{World excluding U.S.8.R.)
1929=100.

I. Original series of employment.
II. Series of employment weighted (like the index of production) according to estimated
net value of production in the base period.

t Output per .

Year Industrial | Unemploy- Employmen i (l::}

production ment 1 - I WOr erm
(a) (5) (c) (4) (e)
1929. . . . .. 100 100 100 100 100
1930, . . . ., 86 164 92 91 95
1931, . . . .. 75 235 83 80 03
1932, . . . . . 63 291 75 71 89
1933. . . . .. 71 271 78 75 96
1934, . . . .. 77 225 84 83 93
1936. . . . . . 85 196 88 86 99
1938. . . . .. 06 151 93 91 105
1937. . . . .. 103 111 100 98 104

otion as & whole and a%rfim;}tuml production il_zedparticulalr, ::1 n,light uﬁgear

i ili urpose mparison the data of the * gainfully occupied or employed ™ population,
::ﬁ;il:l::: :ombl:efoolfn‘glgnpthe mpopulntion Censuses. Thea% data, however, are available, as a rule, at
ten-yearly intervals only, and 53“ not relate to identical years in all countries. Owing to differences in national
claasification, they are not atrictly comparable from country to country. Moreover, they frequently include
the unemployed among thoss recorded as employed or ocoupied, whereas no information whatever is given
with respect to the number of days or hours worked during & period of time. No attempt, therefore, has

ili urces in the present connection. i .
beenﬁ:%:&:%m:r&m;o mgaxdil::g changes in productivity in agriculture in the United States, sce : National

Bureau of Economio Research, Bulletin 67, November 20th, 1937 : “ Technical Progress and Agricultural
Depression ”, by E. Avrsonvt and F. Stravss.

1 As regards iprmmr_y' produ



extent commerce and very rarely agriculture) is reproduced in Table 1, together with the
League index of industrial production (including mining)_.l _

During the downswing 1929-1932, employment declined at & considerably slower rate
than production ; during the succeeding upswing, the opposite holds true. By dividing
the index of production (column (a)) by that of employed workers (column (d)) & rough
measure of output per worker is obtained (column (e)).2 ] :

With due reservations as to the tentative nature of these statistics, the index of output
per worker suggests that in the whole world (apart from the U.S.8.R.) production per -
worker employed declined by some 10% between 1929 and 1932. The 1929 level was
again reached in 1935, and, in 1937, it appears to have been exceeded by some 4%.

Diagram 1. — Inpiczs or InpusTaiar ProDUCTION,
WOREERS IN EMPLOYMENT, DEGREE OF
UNXMPLOYMENT AND OvTPUT PX2 WoRkER. ?

(World excluding US.S.R.)
1929=100 ; logarithmic scale.
L Industrial production
II. Workers in employment (adjusted).
1. Output per worker. .
IV. Degree of unemployment.
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1 A detailed
Geneva, May 1937 and July 1938. As explained in

description of the world index of emﬂl:

Diagram 1 is significant in throwing
light on the relationship between changes
in production and those in unemployment.
During a depression, available work is
¢ gtretched ” by recourse to short-time,
rotation of work and gimilar devices;
employment is thus given to a greater
number of workers than would otherwise
have been possible, which explains the
apparent drop in output per worker
employed during the depression. During
the recovery on the other hand, the average
hours worked per head were increased, thus
limiting the need for new workers and
resulting in higher apparent output per
worker. Hence, owing to the influence of
fluctuation in average hours, anemployment
increased less during the depression and
decreased less during recovery than would
have been the case if average hours had
remained constant. Together with the
population increase, this circumstance
helps to explain why, during the recovery
since 1932, production has increased faster
than the degree of unemployment has
decreased.

But these factors only  constitute &

-partial explanation of the increase in

output per man, particularly during the
later phases of recovery. As will be seen

yment will be found in tho International Labour Review,
t year’s edition of this volume, the scope of the indices

of employment and industrial production are not greatly different ; but the former ls weighted according to
the importance of the industrial population of the various countries and the Iatter according to the estimated

net value of their industrial production in the base

year. In order {o render the two indices more comparable

for the in view, the employment index has been recalculated on the basis of the weights of the
dmmthe * adjusted ” employment index thus obtained being shown parallel with t!lfe original h]ar:;:

of the International Labour Office,

2 For the of comparison with production, column (d) is to be preferred to (¢), as in the former
both internati indices are weighted according to the same schedule of weighta, © ormer oue
?* The indices of em and unemp! t are compiled by the International Labour Office. The

W, as indicated above, has been reweigh
index of industrial production,

for the present purpose with the weights used in the League
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from Table 2 below, the estimated aggregate men-hours worked in the world (excluding
U.8.8.R.) in 1937 remained below the level of 1929, while industrial production was larger.
Hence, labour productivity calculated in terms of output per unit of labour must have
increased. Aswill be demonstrated in some detail below, this holds goed, not only for young
industrial countries, where the efficiency of the average worker may be expected to increase
concurrently with the consolidation of the industrial system and the adoption of modern
industrial methods, but also for several countries with old-established and highly developed
industries. The more or less continuous process of “ rationalisation ” appears as a rule
to have been enhanced during the course of the depression and particularly the early
_ stages of recovery.

Table 2. — InpicEs or AvEragk Hours PER WORKER,
AaGoREGATE HoUrs woRrkEeDp, INpusTriaL PropucrioN axp Ourrur PER MAN-BOUR

{World excluding U.8.8.R.)
1929=100.

L Original series.
II. Series of employment weighted according to weights used in index of industrial production.

1930 | 1931 | 1932 { 1933 | 1934 | 1935 | 1936 | 1937*

I| 9 91 85 88 88 89 91 90

A. Average hours per worker
94 89 81 84 83 85 89 88

88 75 64 69 74 8 85 90

‘ 1
B. Aggregate hours worked .
g : 3 II 85 71 58 63 69 73 81 86

C. Industrial production . . . . | 86 | 75 | 63 | 70 | 77 | 85 | 96 | 103

D. QOutput per .ma.n-hour (C divi-
dedbyBI) . ... ... [101 |1068 | 110 | 114 | 112 | 116 | 118 119

Technical improvements of this kind, it is frequently assumed, have contributed
to decrease the demand for labour and have thus tended to increase unemployment. It
is true, of course, that a rapid improvemen$ in methods of production may have such
effects in the short run, for obviously s smaller number of workers is needed to.plzoduoe
@ given volume of goods. On the other hand, the volume of production itself is in 'the
long run affected by increases in efficiency of labour and reductions in costs of production.
The resulting increase in total output creates directly and indirectly opportunities of _woz;l,:
both in industry itself and in other branches of economic activity. “ Rationalisation ”,
understood in this broad sense, is indeed the principal factor contributing to the rise of
productivity and thus to national income per head of population. .

In the following pages, an attempt is made to illustrate the br?ad changes in labogr
productivity which have taken place since 19_29. In order to estlmatq the changes in
output per hour worked — the most appropriate measure of changes in actual labour
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productivity — the indices of industrial production should be compa.r.ed with & similar
index of aggregate hours worked by the workers concerned. . A tentative wor_ld measure
of changes in aggregate hours is published by the Intematlongl Labo!u' Office.* This
index is ealculated according to the indirect method by multiplying the index of numbers -
employed (reproduced in Table 1) by a special index of average hours worked per head
(per day, week or month) a8 given in Table 2. The latter mdex., a_lthoqgh less_ comprehqn—
give in scope than that of workers employed, covers the principal industrial countries
except the United Kingdom and the U.S.S.R., and may be taken as a r?ugh measure of
changes in average hours worked in the area covered by the employment index (excluding _
the U.SS.R.).* Thus, the composite index of aggregate hours may be taken as representa-
tive of the area covered by the index of workers employed.

By dividing the index of industrial production by that of aggregate hours worked,
» rough approximation is obtained of changes in the output per man-hour as shown in
Table 2.3

It will be noted (cf. Diagram 2) that,

Diagram 2. — WosLp INDicEs orF INDUSTRIAL gince the beginning of the dQPTOBSion, the
Propuction, Accexcatz Houms worxzp axp index of aggregate hours has moved on

InpusTriaL QUuTPUT PER MAN-HOUR WORKED. & lower level than that of industrial
1920—=100 production ; the discrepancy between the

. o two curves has widened from year to

1%'_ m m":g:‘hd (series I). year, reflecting an almost uninterrupted

IIL Output per man-hour worked (series II). increase in output per man-hour, which,
in 1937, to judge by the tentative index
here calculated, was some 199, higher than
in 1929, It is not unlikely that, during
the period of decline in production — i.e.,
until 1932 inclusive, this increase in
relative output was due largely to the
weeding-out of comparatively less efficient
enterprises and workers a8 & result of the
contraction in the volume of activity.4
Although it might be expected that this
tendency would be reversed during the
period of recovery and boom, the output
per man-hour nevertheless continued to
increage during the five subsequent years
; at a rate only slightly less rapid than
3 e,] during the period 1930-1932. This
continued increase in labour productivity

is undoubtedly explained mainly by the
improvements in the technique and organisation of production. Even if this process helps
to explain the lag in the recovery of employment as compared with production, by 1937 the
total level of production had in most countries increased to a point at which the workers at
first rendered superfluous had again been absorbed into production, Considering that the

i |

N | A 'l
K29 30 A 32 33 M 35 %

1 The figure for 1937 has been calculated by the Economic Intelligence Servioe,

% As it can be assumed that changes in average hours have been relatively slight in the United Kingdom,
the inclusion of this country would have tended to increase slightly the index of average hours ; the index
of aggregate hours would, in fact, have been but slightly higher than is actually shown in Table 2.

3 As may be concluded from note 3 above, the level of this index might have been slightly lower than is
sctuslly shown (though in no year by more than one unit) had it proved possible to include the United
Kingdrm in the basic index of average hours worked per worker.

¢ This, as shown in the last issue of this volume (World Production and Prices, 1936/37, pages 43-44),
appears to be true, particularly in the United States of America.
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degree of world unemployment in 1937 -— as shown by the International Labour Office index
of unemployment — was but very slightly higher than in 1929, no large proportion of the
unemployment in 1937 could be ascribed primarily to this recent movement of intensified
“ rationalisation ”. This, of course, does not preclude the possibility that the situation
in individual countries may present itself under a different aspect. In the United States,
for instance, where the increase in the total volume of production up to 1937 was moderate,
while the increase in productivity was considerable, the situation may well be different.

Output per Man and Hour in Individual Countries.

The indices shown in Table 3, which have been calculated by the Economie Intelligence
Service on the basis of the data for employment, hours of work and industrial production,
which happen to be available for the various countries and which vary considerably in
scope and methods of computation, can only be regarded as tentative and approximate.
They are believed, however, to depict the general course of developments in the countries
concerned.

Table 3. — INpicES OF INDUSTRIAL OUTPUT PER WORKER.EMPLOYED
AND PERE HoUR WORKED.

1929=100.
Country 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 *1937
Output per man
Germany . . . . . . .. . 4. 89 94 90 92 96| 104 | 1087 110
Belgium ... ... ..... 82 92 88 89 93| 103 | 102 | 106
Canada . . . . .. ... ... 90 83 80 85 91 87| 103 | 103
Estonia . . . . .. ... .. 103 | ' 103 95 97 99 97 95 98
USA ... ... e e e e e s 83 92 86 23 84 921 100 97
Finland ... ... .. ... 104 103| 107 ] 16| 125] 123 135| 137
France . . . . . . . . .+ .. 100 96 86 97 92 92 95 92
Ttaly . - - v & o v 0 o o o v 94 87 85 93 97| 100 02 85
Japan . . . .40 s s e e ks 106 112 1191 126 | 128 | 129 | 130( 133
Poland . . . . . . . . ...« 94 93 84 87 91 11 93 97
Upited Kingdom . . . . . .. 26 91 81 93] 100]| 104 109 | 110
Swedem. . . . . . . .. . .. 102| 01| 00} 105§ 114 119 122 ...
Czechoslovakis . . . . . . . . 91 87 71 80 89 )| 97 | 107
Output per hour

Germany . . + - « « « 4+« o+ s 1031 102 101 | 100| 100f 108 | 110| 110
Estonia . . . . . v . 0 . 103 | 105 g9 | 101 | 102 | 100 97 98
USA. . .+ v v v v v v o0 s 100 108 117 ] 121 | 115 119 | 122 | 119
Finland . . . .. .. . ... 11 { 113| 116 | 123 | 133 ] 128 | 140 | 142
France . . . . .« .« « « + ¢ 100 | 100 93| 103 99 89| 100} 110
Italy . « ¢ v v v 0 ¢ 0 v 0 a s 98 93 92 g3 | 103| 116 108 | 108
JAPAI . 4 o« 4 v s s e e e 107 | 114 | 121 | 127 | 128} 129 | 130 | 132
Poland . . . . . ¢« . 00 s 99 | 100 95 95 94 1] 93 95
Sweden. . . . . . . v - . 0. 103| 08| 110| 112 | 117 120 | 124 )] ...

The situation in 1937 (1929 = 100) with respect to the relation between the volume
of production and employment on the one hand a.nt_i tht? output per worker employed on
the other hand is illustrated for thirteen countries in Diagram 3.
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Diagram 3. — RELATION BETWREEN INDICES OF OvutruT PER MaN,
ProDUCTION AND NUMBERS EMPLOYED IN 1937 mv CERTAIN COUNTRIES,

1928=100.
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The left-hand part of the diagram displays a striking relationship between the changes
in output per worker employed and the changes in total production. In those countries
(except Estonia), * where production has increased since 1929, the output per worker has
also increased in a similar (though, of course, not identical) proportion. On the other hand, in
the case of the countries whose industrial production had not recovered to the 1929 level by
1937, the output per worker was either lower than or had increased but little beyond the
level for that year.* The picture presented by the right-hand part of the diagram, while
being similar to that given in the left-hand part, confirms the general observation made
with reference to the world indices discussed above — namely, that employment has increased
eonsiderably less than production in those countries (except Estonia) whose industrial

1 To the extent that the Estonian indices of production and employment can be taken as representative
of actual conditions, the explanation of the special situstion in that country seems to be connected mainly
with an expsnsionist monetary policy, which afforded home industry a high degree of protection against
foreign competition ; it was profitable to build up industry horizontally, ss it were, rather than to invest in
already existing establishments with s view to intensifying production. The presencs of cheap foreign labour, -
particularly in the rapidly expanding shale industry, concurrently with relatively high rates of interest on
new industrial ea heips to e:rlain this development, which is probably lees unususl than is suggested
by the statistics above, most of which refer to industrially more advanced countries.

¥ A notable exception to this rule is afforded by the gletherlsndn. where the output worker appears
to bave increased substantially in 1937, whereas, in 1936, it was no higher than in 1020, (ﬁring to the special

eharacter of the Netherlands index of ction {being based largel i i
% 0ot inciaded in Table 3. produ. (being rgﬁyonnmpmofpwmtumh),thhoount.ry
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activity has expanded since 1929, and
seems, on the whole, to have recovered
somewhat less than production in the
other countries. The most striking feature
brought out by the right-hand part of the
diagram is, however, that, in those countries
where the output per worker has increased
the most, suggesting a more rapid pace of
techmca.l improvement since 1929 (though
not, of course, a higher absolutelevel of tech-
nical perfection in 1937) than in the other
countries, the number of workers employed
has also increased the most (again with the
notable exception of Estonia).

In order to draw more definite
conclusions as to the relative changes in
labour productivity, the relation between
total production and aggregate hours
worked — i.e., the output per man-hour —
should be studied. As shown in Table 3,
however, the basic data required for such
calculations are only available for nine
countries. This limitation obviously affects
the general validity of the conclusions that
may be drawn from the tenfative indices
given in the table, as well as from
Diagram §. — Inpices oF INDUSTRIAL PRODUCTION

AND oF OurruT PER WORKER EMPLOYED AND
PER MAN-HOUB IN THE UNITED STATES
{(MANUFACTURING ONLY}.

1929=100.

1. Output per man-hour.
I1. Output per worker employed.
II1. Manufacturing production.

Diagram 4. — RELATION BETWEENW INDICES oF ToraL
Pn.onucnon AND OUTPUT PER MaN-HOUR IX 1937

IN CERTATN COUNTRIES.
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Diagram 4, showing the relation between
the volume of production and the output
per man-hour in these countries in 1937 as
compared with 1929,

The general picture is similar to that
afforded by the left-hand part of Diagram 3.
Total production seems as & rule to have
increased the most in those countries where
the output per man-hour has increased the
most, and vice versa in the case of the
countries whose production has not yet
recovered to the 1929 level. Notable
exceptions to this tendency are afforded,
however, by France and the United States
of America. The output per worker
employed and per man-hour in the latter
country, during the period since 1929, as
given in Table 3 is reproduced graphically
in Diagram B&.

It may be presumed that, during the
downswing, less efficient plant and workers
were the first to become idle and that,
during the upswing, part of these workers
and plant were again put to work. It is
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likely that the rapid increase in the output per man-hour between 1930 and 1933 and
its slowing-down in subsequent years was largely an automatic reflection of such
developments. Particularly significant in this respect is the decrease in apparent
labour efficiency in 1934 simultaneously with the introduction of the forty-hour week,
which obviously (at & given level of production) required the employment of
additional workers and/or capital. It is significant that the rate of expansion of
manufacturing production in 1934 was very much less than in 1933 and 1935/36, when
average hours per worker again increased. This increase in working hours and technical
improvements, more than compensate the temporary drop in average labour productivity
in 1934. The sudden regulation of hours remains, however, a8 a contributory factor in
explaining the relatively low level at which industrial production remained in 1937 in the
United States, compared with other parts of the world, before the outset of the new
depression in that country. .

The situation in France, where the legal forty-hour week came effectively into
operation in 1937, is more complicated ; the index of industrial production was very slightly
higher in 1937 than in 1936, and no certain conclusions appear possible in view of the great
number of different influences at work at this time. As regards Italy, definite conclusions
are also difficalt owing mainly to the repercussions of the Italo-Ethiopian war.

The data presented require very cautious interpretation, for the relationship between
production, labour-productivity and average hours is highly complicated and many
independent inflnences have made themselves felt. The material seems to suggest, however,
on the one hand a certain positive connection between increase in industrial production
and labour-productivity, and possibly on the other hand (cf. particularly the United
States) that a sudden shortening of working hours may tend to decrease, at least
momentarily, the rate of industrial expansion, and thus contribute to explain the relatively
low levels of production at later dates, even after the immediate effects of the change have
been overcome.
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CHAPTER I1I

INDUSTRIAL PRODUCTION BY PRINCIPAL COUNTRIES

Although ~— as shown in Chapter I above — world industrial production in 1937
was the highest ever recorded in the world, a certain stagnation and decline became
apparent in the latter half of the year, continuing during the first half of 1938. This
development, however, is far from being uniform in the different countries, either as
regards the maximum levels of production reached or as regards the extent of the recent

decline.

Indeed, this lack of uniformity is one of the most characteristic features of the

present situation, and in order to grasp its nature, it is essential to examine developments

in the different countries. 1

The national indices of industrial
production of twenty-six countries are
summarised in Table 1, showing for the
years 1930-1937, annual indices where
available and annual averages of monthly
or quarterly indices ;? in addition, averages
for each quarter of 1937 and the first
quarter of 1938 are also given. In order
to bring out the evidence contained in the
table by means of a striking illustration,
Diagram 1 has been inserted. It shows,
on the basis of 1929 = 100 for each
" country: (a) along the horizontal axis, the
level of its lowest annual production (i.e.,
that of 1932 in most cases, as will be seen
from the table); (b) along the vertical axis,
the level of its production in 1937. This
form of presentation has the advantage of

also illustrating the inter-relation, as .

disclosed by the scatter of the countries
in the diagram, between the production
in 1937, the latest boom year on the one
hand and that of the worst depression year
on the other. Four countries - Spain, New
Zealand, the Union of South Africa and
the U.S.8.R. — for which 1937 data, at the
moment of writing, were not yet available,
have been omitted from the diagram,
which covers twenty-two countries.

——————— .

Diagram 1. -- InpioEs or INpustriaL Propucrion
IN THE YEAR oF MInMuM Propucriow (1932) anp

N 1937 IN CerTain CoUNTRIRS.
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1 For f;t.her comments on industrial developments in individual countries during the period 1932-1936,

d be made to previous issues of this volume. ]
mfergn'iv‘ah: l::l:llual se!rliles are o?t.en wider in scope than the monthly or quarterly series. Fo_r New Zeq.land a.nd
the Union of South Africa, only annual indicee are available. For Canada, two series are given, one including
and the other excluding building activity, which greatly affects the course of the index for that country.
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Table 1. — MoveMaNT OF INDUSTRIAL PRODUCTION IN INDIVIDUAL Oou_x'.rms

1929=100.
~ 1937 1938
Country 1930 1931 | 1932 1933 | 1934 | 1935 | 1036 | 1937
. -1 | Iv-vI | vII-IX]| X-X1I| I-IIX
Africa
nion of South Africa*.] 107 | . 100 | 124 | 144 | 167 i ) .
America :

ar ... s| 1] s8] eo]| 73| s1| 90|100| 94} 101] 101 ]| 2102] 87
M“B)) T ss| 73| es| 71| se| o1 |10z |n12| 10| 112] 15| 16| 98
USA w o se oo g1l 68| 54| 64| 66| 76| 88| 92| 98| 98| 96| 77| 67
Chilo . o o ovrnnns w01l 78] 87| o6 ) 105120 | 124 | 132 | 122| 130 13¢| 140 | 127
Ama -

Japam. i i e 95| 92| os{mafies|1e2fust 17| 18¢| 172| 100] 178 | 168
Europe : ’

Quarterly* .| 88| 72| 58| 65| 83| 95106 16| 108| ns| ns| 124| ns
G“m‘“’[nommy- 1 se| e8] 53| 61| 80| o4 206|117 | 108 17| 120 123 119
Avstrin . . . . . . .. 85] 70| 61| 63| 70| s0] s6|106| 97 106] 113] 108| 93

.t "Annuanly . .| so ]| 81| ea| 72| 73| 82| 87| 94| . ) ] i

Belgium | yiooit? 0| se| 76| 63] 67| 66| 72| 78| 87| ss| so] sa| a| m
Denmark . . . . . . . 108|100 ot J105 | 117|125 ) 130 | 134 | 134 | 137| 133 131 132
Spain. - - . .. 90| o3| 88| se| 85| 87t . | . . . . . i
Estonia . . . . . . . go| o1| 78| s2| 961086 | 120130 | 122| 137 | 130 146 | 138
Filand . . . . . . . o1 | 80 83| o8 | 117|125 (137 190} 151 | 1a5| 15¢| 151 | 158
France . . . . . . . . 100 so( ea{ 77| 71| 67| 70 72| 13| 74| 60| 73| o9
Greece - . . . . . .. 103] 107|100 10125 | 1an | 130 | 150 | 1371 154 157 58] ...
Hungary . . . . . . . 94| 87| 77| sa| 97| |28} 137| 136] 140 138 | 135 133
Taly . . . o oo 92| 78| 67| 74| 80| 94| 87| 100] 96] 101 | 06! 208{ 102
Latvia . . o . . . .. 100] 89| s2{112 130|137 | 143|156 | 138 | 148| 155 | 205 160
Norway o - v v v u 101] 78] 93] 94| o8| 108|118 ) 128 | 126] 128 125} 132 | 130
Netberiands . . . . . . 91| 79| 62| eo| 70| e8| 72| o1 ] o3| 97| 93| so| 88
Poland . . . .. . .. s2| 70| 54| 6| 63| 67| 72| s5] 83| 85| 87| 87| o3
Roumania. . . . . . . 97 {102| 89 |103)12¢ 322|130 ) 132 | 128 | 125 | 144 | 135| 117
United Kingdom . . .| 92 ] '8¢ | 83| 83| 99 {106 {116 | 12¢ | 122| 125 121 127 12¢
Bweden' .. .....1102] 96| so| o1 [110 223135 140 | 142 | 247 | 150 | 152 147
Czechoslovakin . . . .| 80] 81| 64| 60| 67] 70| s0] 96| 93| 98] os| e8! 85
USSR ....... 130}161|183| 108238 |203fas2leacal ...1 ... | .. ]
Oceania :

New Zealand® . . . .|106 {104 | 100} 113 112} 121 | 120 ) . .

World (excL USSR.) . .| 88| 75| 63| 71| 77| 85| 06103 | 103 106 | 1056| 96| 88
World (incll USS.R) . .| 88| 70| eo| 78( 85| o6 | 10| uus| ... | .. o BN B

* Provisional figure.

* Year ending June 30th.
» ing building and electric power generation.
* Excluding ‘hﬂgﬁ' snd electric power generation.

¢ Including

* Excinding foodstuffs,
' Up to 1936 inclusive: revised annual index of the
index of Breriges Industrifirbund (less comprehensi
all branches of industry) linked u
ear ending March 3ist of the fo

{

|

ing year.

Kommerskollegium (total industry): 1937/38 :

ve but covering s representative sample of enter.
with the former index in 1;3'168. P "
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The level qf production in 1937 (average for the whole year), compared with
1929-=: 100, varies (disregarding the U.8.8.R.) between 72? in France and 171 in Japan.
Accarding to the degree of change between 1929 and 1937, the following three groups
of countries may be distinguished : -

(1) Increase of more than 209, ; to this group belong, on the one hand, Japan,
the United Kingdom and the Northern European countries of the sterling area (Finland,
Sweden, Norway and Denmark), and, on the other hand, certain newly industrialised,
mainly agricultural countries : Latvia, Estonia, Hungary, Chile, Greece and Roumania ;3

(2) Increase of 0-20% ; this group includes Germany, Italy, Canada and Austria ;

(3) Decrease of 0-309% ; this group comprises, in addition to the United States and
Czechoslovakia, the members of the former gold bloc : France, Belgium, the Netherlands
and Poland. :

As will be seen from the graph, the order of countries arranged according to their
lowest annual production since 1929 is on the whole strikingly similar to that of their
production level in 1937, as summarised above. In other words : the milder the depression,
the more pronounced the subsequent npswing or boom. A closer examination of the scatter
of countries in the diagram throws some interesting sidelight on this relation, and, for the
purpose of this study, countries have been divided into five groups.

The first group ia characterised, not only by high levels of production during both
depression and boom, but also by a degree of expansion between the year of minimum
production and 1937 higher than the theoretical average represented by the rough trend
line drawn in the diagram. It includes Japan, Latvia, Sweden, Finland, Hungary and
Estonia. With the exception of Sweden, they are mainly agricultural countries in course
of rapid industrialisation. It should be recalled that the majority of these countries
(e.g., Japan, Sweden, Finland and Estonia) abandoned the gold standard at a comparatively
early date. The consequent depreciation in the exchange value of their currencies helped
to stimulate exports while affording increased protection to the home market industries,
particularly those producing consumption goods.® In Hungary and Latvia, industrial
production for the home market was favoured by the severe import restrictions on
manufactured goods ensuing from strict exchange control.

The second group includes countries whose industrial prodaction was relatively well
maintained in the depression and has subsequently increased quite rapidly, even though
the rate of expangion between 1932 and 1937 falls somewhat below the average. These
countries are Greece, Denmark, Chile, Roumania, Norway and the United Kingdom.

The conditions favourable to an expansion of industry in the first three countries
mentioned, which are mainly agricultural, have been similar to those obtaining in the
comparable countries of the first group. - As regards the United Kingdom, where currency
depreciation and a cheap-money policy in conjunction with increased import duties have
offered a powerful stimulus to industry as a whole, the expansion of production .in certain
branches (¢.g., cotton manufacture, coal, shipbuilding} of its century-old industn.al system
has been hampered by factors of a structural nature, as witnessed by the persistence of
large distressed areas in the midst of an otherwise flourishing industry.

f

1 According to the old index covering the whole period since 1929 ; according to the new index available
only since 193161,g the figure for 1937 would have been 83 instead of 72, as shown in the table and the diagram.,

% The Union of South Africa and New Zealand, which economically belong to this group, would have
appeared in the corresponding part of the diagram had 1937 data been availabie in their case.

? The importance of the home market is illustrated by the expansion of the textile industry, particularly
in the industrially newest countries. The index of production for textiles in 1937 (1929 = 100) is as follows :
Latvia 2186, Chile 205, Finland 176, Sweden 163, Norway 154, Japan 147.



Considering, on the other hand, those countries (shov[rn in the lower left-hand jqa.rt
of the diagram) whose production fell to very low levels in the course of the depression,
only Germany and Austria, here taken to’form & third group, ha_d, by 1937, been able to
increase their production (average for the whole year) substantlally. above_the level for
1929, This expansion was achieved in Austria mainly in the export industries as a result
of currency devaluation, coupled with & gradual relaxation of exchange control and 13he
related trade restrictions. The larger expansion in Germany was achieved through a policy
of Government intervention and control of private productive activity with & view to
increased national self-sufficiency, and by large scale expenditure on rearmament and
public works, ) )

A fourth group is constituted by Canada, Italy, Czechoslovakia, the United States,
the Netherlands and Belgium, the industrial production of which was either (Canada and
Italy) as large in 1937 (whole year) as in 1929, or had, at any rate in certain quarters of
1937 (¢f. Table 1), closely approached the level of the last pre-depression year. 1

Canada, which owing to her intimate relations with the United States is influenced
by developments in that country to a considerable extent, may nevertheless be considered
in certain respects to belong to the sterling ares, and has in fact followed & monetary
policy not very different from that generally adhered to by the other countries of that
area. The production index is much affected by the inclusion of building activity, which
has remained very depressed throughout the recovery period. Canadian mining and
manufacturing production (cf. Table 1) since 1932 has in fact followed a course similar
to that of British industrial production, though on a lower level, and has thus fared much
better than is suggested by the position of the index including building as shown in the

In Italy, where, as in Germany, a policy of State-promoted activity was pursued,
with much the same effects up to the middle of 1935, industrial expansion was subsequently
checked or retarded by the repercussions of the Ethiopian war. ‘

Recovery in the United States which made great strides in 1936 still lagged behind
the 1929 level in 1937. In the latter part of the year, for reasons discussed in some detail
below, the npswing was reversed into the most rapid decline in industrial activity on record
in that country.

In Belgium, Czechoslovakia and the Netherlands, recovery from the depression
(protracted in their case by a deflationary policy pursued in conformity with the principles
underlying the constitution of the gold bloc) waa effectively achieved by means of currency
devaluation ; this however, was only undertaken? at a time when the upswing in most
other countries had already proceeded for several years.

The fifth group inclndes Poland and France, both members of the former gold bloc
and as such maintaining for years a policy aiming at a reduction in competitive costs by
means of deflation. With the introduction of exchange control in Poland in the spring
of 1936, however, a reorientation of its economic policy more along German lines was
effected, and, since the middle of that year, her industrial production has risen steadily
to reach in the spring of 1938 a point only a few per cent below the average for 1929,

The devaluation in France in the early antumn of 1936 and again in the summer of
1937 had little effect on her industrial production, mainly, it would appear, on account
of the considerable increase in the costs of production, which aroused grave concern among
enirepreneurs. At the same time, extensive labour disputes have occurred with obvious
repercussions on the volume of production.

' As regards Belgium, it should be noted that her monthly production index, which is incomplete, under-
stated in 1937 (average for the whole year) the rate of recovery to the extent of 8%, as will be seen from a
comparison with the more comprehensive snnual index (cf. Tﬁla 1).

3 Apart from the first devaluation in Czechoslovaki j icl i
. part the f slustic in v yakia, which soon proved insufficient and only of:ercued
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Diagram 2. — MANUGFACTURING PrRODUCTION IN INDIVIDUAL COUNTRIES,
1929=100; logarithmic scale.
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In order to bring out more clearly the tendencies during the la..st phase of the
business eycle, Diagran 2 has been inserted, showing, since the begmmqg of 1?36, the
production of those countries whose indices scrve as basis for the world index discussed
in Chapter I. Building activity and generation of electricity, w!mre covered by the
national indices, have been excluded ! in order to render the indices more c_ognparable
internationally. In order to minimise erratic movements, the monthly indices have,
in certain cases, been amoothed by means of three-month moving averages. The monthly
index for Belgium (quarterly averages shown in the diagram) has been adjusted to the

level of its annual index. i .
The recent decline in production reflected in the

Diagram 3. — Ixpices or Gewerar  world index discussed in Chapter I had ita origin in the

INDUSTRIAL ACTIVITY IN THE United States where it has so far been much greater
UxireD STATES than elsewhere. The maximum in that country was
1920/21, 1929/30 axp 1937/38. recorded for December 1936 at & level slightly above
1929=100.  the average for 1929. After a minor recession in. the

first quarter of 1937, manufacturing production as a
whole remained fairly stationary up to August without
showing any decided tendency. In September, & rapid
decline set in, which, by December, had brought the index
row[\‘ - oo 299, — and, by April 1938, 35% — below the average
for 1929. The figures here quoted include mining,
®29/30 whereas the graph relates to manufacturing only.

- As shown by Diagram 3, which gives the
development of industrial production during the first
80 so] phase of each of the three major post-war depressions in
the United States, the fall is the steepest on record
during any six-month period. The curve for the period
- 0waz/3e 1 1937/38 lies throughout at a lower level than that for

1929/30, and although remaining in the first quarter

" of 1938 substantially above the level of the corresponding
quarter of 1921, it lies below the average for 1920, *

Meanwhile, in other countries, there were signs of

TITTITRETIR TR 11080110 stagnation and in some cases of recession, but, so far,

: semsws] there has been no decline of a comparable order of

magnitnde. The position of the individual countries

1 In s few cases, however, where the consumption of electric motive power in industry is taken into
account as one among several indirect gauges of industrial activity, it has been left in,

) % It would be cutside the scope of the present volume to discuss st sny length the complex osuses under-
I the recent Ametican depression ; for a detailed analysis, reference should be made to the World Kconomic
1937/38 (Chapter I). In view, however, of the decisive influence of the American situation on that

of the world as & whole, the following circumstances are worth mentioning. .

The rapid expansion in consumers’ demand in 1936 had come to & standstill by the end of that year.
The previous expansion had been stimulated by specisl circumstances, the moet important being the veterans’
bonuses, the tax on undistributed profits and Government expenditure on relief and publio works. With the
ceasation of this extrs stimulus, consumers’ demand failed to expand further, which in itself — through the
mechanism of the anticipations of enirepreneurs — reacted on the demand for capital goods.

Bimultaneously with this falling demand for capital goods caused by repercussion from the consumers’
market, the cost of production of capital goods increased particularly owing to the rise in prices of raw materials
;; ml-ﬁl ;:d. metals ;'n)n‘dn:age_m_ta. This b'::m in cost, which was felt particularlﬂl':: railroadin
(orere | d&'ﬂld Iread Low) uilding, contributed in no small degree to the rapid decline in deman

) these factors — which, in view of tha relatively moderate de, of previous
mizht not have proved fatal — was enhanced by political differenge- between t.hogrrdmin?stmtion ::l?io:ge'

::etm of d:h'e business community, and by strikes and social unrest, resulting in a general lack of confidence
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with respect to the figures of maximum production (on the basis of qnarterly averages)
during 1937 and the first quarter of 1938 may be summed up as follows : ?

Quarters in which Maximum Production was reached. 3

1937 1938
1 IIT . v I

Denmark Greece Latvia Poland
Hungary Estonia Japan Finland
JU.8.A. Roumania Sweden
Belgium Austria Chile
Czechoslovakin United Kingdom
Netherlands Norway
France Germany

Ttaly

Canada

Bulgaria

It will be observed that, as in the case of the United States, production in three former
gold bloc countries — namely, France, Belgium and the Netherlands — reached its peak in
the second quarter of 1937, Except in the United States and the Netherlands, the recession
recorded by the last quarter of the year varied between 2%, and 59,.* It should be
remarked also that the situation in France, particularly after the adjustment of the
exchange value of the French frane in April 1938, offers a large element of insecurity as to
the future course of developments.® The decrease in the second group, where maximum
production is recorded during the third quarter, has so far been slight; only in Austria
had it reached about 59, by the end of the year, in other cases amounting to one or two
points only. Half the number of countries considered show the highest figures so far
recorded during the fourth quarter of 1937. The information so far available for 1938
suggests, however, that, in many of these countries also, the forces of stagnation or
recession are gaining in strength, whereas, in Poland and Finland, the industrial recovery
was 8till proceeding in the first quarter of this year.

The above brief survey suggests that industrial production outside the United States
has so far shown a high degree of resistance towards depression — & resistance which is,
broadly speaking, positively correlated with the previous level of recovery —i.e., the higher
the level of production in 1937 (a8 compared with 1929) the later the point at which the
boom seems to have turned into recession and the milder the following recession. The
fact of this past resistance must not, however, be accepted as constituting & prediction of
future developments.

1 The U.S.S.R. and Spain have, owing to lack of data, been omitted from the above statement.

% Production in the second quarter of 1937 was in all cases (except in that of Roumania) higher than in the
first quarter.

3 The Netherlands seems to have been particularly exposed to the influence of the unfavourable
developments in the United States. The deterioration of employment in the Netherlands, however, although
quite marked towards the end of 1937 and the beginning of 1938, has perhaps not been so marked as the decline
in their production index by some 20%, between July 1937 and March 1938 would appear to suggest. This
index is in fact of aomew{nt special character inasmuch as it is chiefly based on net imports of industrial
raw materials which, in view of the violent fluctuations in their pricea with consequent changes in factory
stocks during the period considered, may have varied more widely than actual manufacturing production.

¢ As a result of the recent adjustment in the exchange value of the franc, huge amounts of flight capital
bave been repatriated. In view of the low levels of production, and particularly of expenditure on capital

oods in recent years, the introduction into the productive system of these additional sums would presumably
fuve rapid reperoussions on investment activity so that recovery would at last be set in motion. Unfortunately,
however, this favourable pituation has been realised only at a date when a general depression threatens to
spread from the United States to the rest of the world and thus to counteract a potential French recovery.
These developments are, of course, tco recent to have found expression in the statistics of production available
at the moment of writing,



afford & comparison of the situation in Europe and .North Ame_nca in
1929%00:1(11? 13(:;?/38, Diagramﬂ has been inserted. In. the former period (cf: section A),
after a lag of some five months, the American depression spread to Europ 3 t;.he ](;urv:s
then fell together, although the decline in America was steeper. In 1.937/38 (cf. section B}, the
beginning of American decline was concurrent with a slight increase in Europe, but, a‘.ft_;er a..la.g
of three months, there occurs a small downward mover.nent. ) At the moment of writing, !t is
impossible to know whether or not it signifies the turning-point or only a temporary decline.

Diagram 4. — INDICES or INDUSTRIAL PropucTioN 1IN THE UNITED STATES AXD EUROPE
(excreprse U.S.S.R.), 1929/30 axp 1937/38. 1929=100.
1. Europe. II. United States.
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In considering this situation, it i8 necessary to remember other differences between
the two periods. Governments have become, a8 it were, more depression-conscious and
have, a8 in Sweden, already prepared programmes of public works to be put into operation
at an early stage of a new depression. In other States, Government control over economio
life has been strengthened, thus increasing possibilities of effective State intervention.
The present enormous expenditure on rearmament may also (a8 a firat effect) tend to
counteract depression, particularly in the production goods industries.

Production of Capital Goods and Consumplion Goods,

In the previous editions of this volume, attempts were made to calculate for certain
countries separate indices for the eapital-goods and consumption-goods industries covered
by the national production indices ; the individual industries were grouped for this purpose,
as far as possible according to uniform criteria. These calculations have been continued

in the present edition and the results are shown in Table 2 of Appendix III and graphically
in Diagram 5 opposite, t

1 ¥or & disusion of methods used, reference should be made to previcus issues of this volume: of.
yarticolarly World Production and Prices, 1956/7, page 58, and 1935{36, page 61,



Diagram 5§, — InDICES oF PrODUCTIOR OF CaPital aAND CONSUMPTION GOODS.

I. Capital goods.
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1929=100: logarithmic scale.
II. Consumption goods.

I0. Building.
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The broad picture of developments within the various categories ‘of goods a.f_forgle.d by
the world indices given in Chapter I is confirmed by a study of the indices f'or md1v1c}ual
countries. The last depression, as was to be expected, was most xise_verelgjr felt in the caplta.l-
goods field ; the indices around 1932 were, in all countries for which figures are available
(except Italy, Roumania and U.S.8.R.), lower for these goods than for conm_lmptmn ggods.
The lowest levels for the capital-goods industries were registered in the highly
industrialised countries, such as the United States and Germany. .

As seen from Diagram 5, the figures for capital goods industries except in the United
States, Canada and the Netherlands have so far failed to show any decided downward
trend characteristic of beginning depression. With the minor exception of Japan, where
conditions are exceptional owing to the Sino-Japanese hostilities, the increase has, however,
come to a standstill, or a slight recession has begun to set in — as for instance, in the United
Kingdom and the Scandinavian countries. Broadly speaking, the position of capital-goods
industries has become less favourable than a year ago as compared with those of consumption
goods, thus suggesting a new phase in the business cycle,

Building activity is a very sensitive index of changes in the business cycle, and it is
therefore necessary before concluding this survey to consider recent developments in this
sphere a8 well. In the absence of any uniform international index, it is useful to classify
countries in four groups showing certain common features of development.

The first group includes the United Kingdom, Sweden, Finland, Chile and Roumania,
The decline after 1929 was relatively mild and of brief duration ; the levels in 1937 were
considerably higher than those in 1929. During 1937 and 1938, however, the forces of
expansion had generally spent themselves; in some cases, even a certain recession set
in, but in no cases does a definite depression appear as yet to have superseded the boom
in the building trade.

The second group — United States of America, Canada, New Zealand and Australia —
is characterised by a deep and prolonged decline after 1929 and a relatively slight recovery
— in no case bringing the level of activity back to that of 1929. In spite of the low levels
prevailing by the beginning of 1937, activity has since then considerably declined, parti-
cularly in the TUnited States and Canada.

The third group is composed of countries belonging to, or connected with, the former
gold bloe. Activity was well maintained during the early part of the depression, and
Switzerland even enjoyed a boom lasting until 1934. Recovery, however, after the ensuing
depression has 80 far been relatively insignificant, and recently, particularly in France,
the already depressed levels have been further reduced. In the fourth group — Germany
and Italy — recovery from the low levels of 1933 has been actuated by special State measures
for promoting building activity of different kinds, connected largely with the policy of public
works or armaments. The German activity has continued to expand and has only recently
shown any signs of recession. In Italy, recovery was brusquely interrupted by the Italo-
Ethiopian war and has not since perceptibly revived.

It is difficult to draw definite conclusions on the basis of this material, but the general
economic development since 1929 would seem to have been most favourable in the group
of countries which succeeded in limiting the depresgion in building and achieved early
recovery. Likewise, in these countries, there has been least recession recently.
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CHAPTER IV

PRODUCTION, STOCKS AND CONSUMPTION BY GROUPS
OF COMMODITIES AND INDUSTRIES

The purpose of this chapter is to analyse by groups of commodities or industries the
information on world production presented in Chapter I. The production figures for
primary commodities are, in certain cases, supplemented by statistics of stocks in order to
show the total supply. A final section has been added giving some tentative figures of world
“ consumption ” of important individual commodities.

A. PRIMARY PRODUCTION
I. CrRuDE FoODSTUFFS

World indices of the main groups of foodstufis * are shown in Table 1 ; it should be
gtudied in conjunction with the more detailed information given in Table 2 of Appendix I.

Table 1. -— WorLD INDICES or PropuctioR oF FoopsTurrs Y Main Grours.

1929=100.
Group 1930 1931 1932 1933 1934 1935 1938 *1937
I. Food crops:*
(a) Incl. USS.R.| 108 102 103 106 102 104 *105 *109
(b) Excl. USS.R.| 103 101 103 102 98 98 102 106
II. Meat:* *
(a) Incl. USS.R.| 99 97 95 96 99 94 99 98
(b) Excl. USSR.| 99 101 101 105 107 101 105 103
IIL. Sea-fish . . . . 106 100 101 112 116 *]121 122
IV. Milk : *
(a) Incl, USS.R.| 101 102 103 103 103 105 107 108
(b) Excl. US.S.R.| 103 106 108 110 109 110 112 113
" V. Wine and hops. | 86 95 100 94 113 120 84 98
VI. Coffes, tea and
00008 . . . . 97 91 101 103 101 95 107 106
VII. Tobacco . . . . 1056 102 87 94 88 98 100 105
Total foodstuffs * 102 100 100 102 101 101 103 106

* Partly estimated. : .
* Excluding production in China (apart from Manchuria).
* Cf, also Chapter L

1 In accordance with the * Minimum List of Commodities for International Trade Statistics”, drawn
up in 1935, wine and hops and tobacco are included among foodstuffs.
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Diagram 1. — PropuctioN or FooDSTUFFS
oF VEGETABLE AND ANMaL ORIGIN AXD OF DRINK
AND ToRaoCO.

(World, excluding the U.S.5.R.)
1929=100.

L Vegetable foodstuffs. II. Animal foodstuffs.
ITI. Drink and tobatco.
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Diagram 1 shows production in the world
(excluding the U.S.8.R.) of (a) vegetable
foodstuffs (food crops only), (&) animal
foodstuffs, and (¢) drink and tobacco.!
In spite of certain omissions,® the three
curves illustrate certain broad tendencies of
development in food production since 1929.
In 1937, the greatest increase, amounting to
8%, (1929 = 100), was shown for animal
foodstuffs. Production of food crops was
6 % higher ; that of drink and tobacco
together was the same as in 1929, In con-
sidering these figures, however, it should
be borne in mind that vegetable produc-
tion in particular is greatly influenced by
weather conditions in individual years; the
crops in 1937/38 were, on the whole, favour-
able. The steady rise in animal produe-

tion was temporarily interrupted in 1935
by a setback, mainly in the United States,
caused by slaughtering on an exceptionally
large scale in 1934 owing to the serious
: drought in that year. The drought of 1936
brought a similar though less pronounced setback in 1937. Production of drink and to-
bacco, which fell appreciably until 1932, recovered more rapidly than that of the other
two groups until 1935, when this development — natural in view of the greater sensitive-
ness to the business cycle of these articles — was interrupted by partial failures of the wine
harvest in 1936 and 1937, particularly in France.

In order to obtain & truer idea of what these broad changes represent in terms of
consumption and standards of nutrition, the main groups should be further subdivided.
The index of vegetable foodstuffs does not include fresh vegetables, the production of
which would appear to have increased considerably in later years; but the following
sub-indices give an idea of the development of important products in the world, excluding
the U.8.8.R. (1929=100):

i
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1031° 1932

1928 19290 1930 1933 1934 1935 1936 *1937
Bread-cereals and rice . 105 100 103 102 104 105 88 68 101 104
Potatoes . . . . . .. o1 100 88 080 104 98 107 87 105 117
Bogar . ....... 98 100 99 88 81 85 89 93 103 103

With due regard to variations between good and bad years, the production of bread-
cereals and rice appears to be relatively stable, while the production of potatoes — a product
of higher nutritive value, the consumption of which is generally increasing with the standard
of livipg — has gone up considerably. The figures for sugar, although decreasing during
the erisis, recovered rapidly from 1933 ? onwards. Similarly — as will be seen from Table 1
-_ tl?e production of milk — the most important protective food — has increased steadily.
In view of the great importance of milk products — butter and cheese — an attempt has
been made to compile indices for these articles — and of margarine — for the world,

1 The group “ Drink ” includes : wine, hops, coffee, tea and cocoa. It does not, theref
awra:prmd to tze group “ Drink and tobacco ”, as given in industrial statistics. t thercfore,
tor 3 mmt. serious omimions are poultry, eggs, fruit, fresh vegetables and root crops other than pota-

3 Consumption of sugar, al i .produci '
with oo npt. lﬂi;lrd& though it is of value only as an energy-producing food, generally increases

directly
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excluding the U.8.8.R. The figures are, however, only approximate and, particularly for
recent years, are based on incomplete data (1929=100) :

1830 1931 1932 1933 1934 1935 1936

World (excluding U.S.8.R.):
Butter . ..., .. ... 104 110 113 117 117 118 120
Cheese . . . ..., e« . 103 106 105 112 111 114 117
Margarine . . . . . . .. 99 06 o1 86 89 94 95

The expansion of butter and cheese production is still more marked than that of milk,
amounting in 1936 to 20% and 179, respectively, while the production of margarine
decreased by 59%.}

To judge by the very rough index given for sea-fishing in Table 1, production has gone
up very considerably. The group index for coffee, tea and cocoa has been largely affected
by erratic fluctuations, especially in the Brazilian coffee crops. Tea crops are also subject
to substantial year-to-year fluctuations ; the growth of cocoa production has proceeded at a
more even and rapid rate.

Broadly speaking, this brief survey suggests that such relative changes as have taken
place in the composition of food production are characteristic of improved standards of
nutrition, the increase being greatest in foodstuffs of a high nutritive value in the following
order : sea-fish, butter, cheese, potatoes, milk, meat, bread-cereals and sugar. When
interpreting these figures in terms of consumption, it should be remembered (1) that stocks
of vegetable foodstuffs (mainly cereals) accumulated during the depression until 1933 and
were later drawn upon for consumption and (2) that the proportion of wheat and rye nsed
for the feeding of animals has probably increased since 1930. The shifts in consumption
would appear to have been greater than the shifts in production discussed above.?

Individual Commodities.

The development of production of the main individual commodities which enter into the index of food
production is examined in some detail below. Diagram 2 shows the world supply of certain articles in different
years obtained by adding together (1) production during the year, and (2) stocks (generally in the autumn,
or at the beginning of each crop year : August, September or October 1st). In order to minimise the influence
of a particularly good or bad harvest in the base period for the indices relating to single commodities, the
diagrame in this section are shown on the basia of the five-year average 1925/26-1929/30, adopted as base
period for the tables of Appendix 1.3

Wheat, — It is customary to consider the * world " orop of wheat excluding the U.8.5.R., China, Iran and
Iraq and to include in * world current supplies " net exports from these countries only. This practice is
followed here. The main data are aa follows :

(00%:83‘0'!) 1929 1930 1931 1632 1933 1934 1935 1936 *1937
Area harvested . . Hectares '~ 101 105 104 108 102 99 100 101 108
Crops. . . . . . . ‘Metrictons 98 106 106 105 104 95 97 96 103
Current supplies . . Metrictonsa 99 109 107 1056 104 95 98 96 104
End-of-season stocks Metric tona 25 27 27 31 33 26 21 14 *17

1 The expansion of butter and cheese production has been aided by various control and marketing schemes

which have generally resulted in the diversion of more milk to the production of these articles. A contributing
cause to the relative decrease in margarine uction is State measures in many countries discouraging
its consumption in favour of that of domestio butter ; the fall in the price of butter and lard has had & similar
result. :
3 These results agree fairly well with those of the Mixed Committee of the League of Nations on
nutrition. The reader is referred to the report of this Committee for more detailed information: Nutri.
tion : Final Report of the Mized Commiliee of the League of Nations on the Relation of Nutrition to Health,
Agriculture and Economic Policy, Geneva, 1937. Cf. also Section C below, where consumption figures are
given for individual commodities.

3 As regards dates, of. footnote to Table 1 of Chapter I above.

¢ Foreoast.
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Diagram 2. — Ixpicss or WorLD SUPPLY (PRODUCTION
AND Stocks) or INDIVIDUAL FOODSTUFFS.

1925-1929=100.
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The low figures of production for 1934-
1936 were caused by a series of bad har-
vests ; during this period, consumption
exceeded production and stocks were gradu-
ally worked off. In consequence of rising
prices, the cultivated area was extended and
in 1937 was some 79, larger than in 1934 or
the same as in 1932 ; the world harvest in
1937 was (in spite of a poor Canadian
harvest) a good one, being more than 7%
higher than in the preceding year. Consump-
tion was again falling behind production
and the increase of some 209, in the end-of-
season stocks reveals a new disturbance of
the equilibrium between the supply and de-
mand of wheat on the world market. An
idea of the extent to which the policy of
economic self-sufficiency pursued by import-
ing countries has diminished import require-
ments and caused a discrepancy between
the world’s import requirements and export-
able supplies is given by the following
estimates : !

Metric tons (000,000's).
World import World exportable

requirements supplies *
1929. . . . . . 17 29
1930. . . . . . 22 36
1931. . . . . . 22 36
1932. . . . . . 17 M4
1933. . . . . . 15 30
1934. . . . . . 15 25
1935. . . . . . 14 20
1936. . . . . . 16 19
19373 . . . . . 14 20

The crops of three main groups of countries
— the “four major exporters” (Canada, the
United States, the Argentine Republic and
Australia), the * Danubian exporters " (Bul-

garia, .Hlmguy, Roumania and Yugoslavia), and “ Importing Europe” (Europe excluding the above four
countries, and four other exporters — Poland, Lithuania, Turkey and the U.8.8.R.) — are shown below :

Metric tons (000,000's).

1929 1930 1931 1932

Four majorexporters 38.6 47.8 45.3 45.0
Danubian . 8.2 9.6 10.1 6.0
Importing 290.2 249 2.5 32.9

1933 1934 1935 1936 *1037
3.3 32.0 32.6 33.9 38.7
10.0 6.8 8.2 10.6 9.8
36.1 33.0 32.4 27.5 30.0

Siw.—‘lnlpiﬁeotmdilyina'auingpodncﬁonlinoe 1933, demand so expanded that the heavy stocks
,wmhtadmﬂaeuﬂypartoﬂhedopuionhndheenreducod by about 30%,, by the end of 1936, and prices
in 1937 were the highest reached since the depression began. The new agreements (May 6th, 1937) between the

1 Institute of Agriculture : M
1k Agricu onthly Crop Report.
3 Including the USS.R.
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main sugar-producing oountries (taking the place of the so-called * Chadbourne Plan ” in operation between
September lst, 1930, and September 1st, 1935) fixing the export quotas of the different countries contributed
to strengthen the market. The trend towards self-sufficiency, however, is still gaining ground, and available
stocks in 1936 were large as compared with the restricted ¢ free market  for sugar. In view of the uncertainty
of the political situation (particularly in the Far East) and increasing production, demand began fo waver
during the second half of 1937, and stocks by the end of the year were expected to be more than 10% higher

than at the corresponding date in the previous year. The main data of production are summarised in the
following table :

Quintals (000,000's), refined sugar value.
1929 1830 1931 1932 1933 934 1935 1936  *1937

Output from:
Controlled ares . . . . . . 119 107 85 61 58 64 65 80 84
Unoontrolied area ., . . . . 137 154 156 157 172 171 185 194 195
Thereof :
British Empire . . . . . 36 40 43 50 54 56 63 69 61
U.8.A. and Dependencies. 35 38 40 42 49 35 40 42 43
USSR. .. ... ... 10 15 15 8 10 14 20 20 25
Other countries ., . . . . 56 63 58 57 59 66 62 63 66
World total output . . . . . 256 261 241 218 230 235 250 274 279
Thereof : :
Canesugar . . . . . . . 171 157 161 146 149 147 161 180 176
Beetsugar . . . . ... 85 104 80 72 81 88 89 94 103

Stocks (end of season)! . . . 97 113 110 97 81 82 9 81 192

Coffee. — Consumption of coffee in 1937 was probably slightly lower than in previous years, while
production, owing to & second bumper crop in Brazil, remained on such a high level that, in spite of a wholesale
destruction of surplus coffee in that country (in 1937 some 17,400,000 bags of 60 kilogrammes), stocks
continued to pile up. In view of the increased financial burden resulting from this situation, s drastic
change had to be made in Brazil's coffee policy in 1937. As a consequence of the artificially high prices of
Brazilian coffee and & gradual change in taste, world demand had been shifting from the Brazilian coffees
towards the * mild " coffees mainly produced by the other Latin-American countries. In face of the situation
created by the second bumper crop in 1937, the Government decided upon the greatest destruction of surplua
coffee it had hitherto undertaken, and hoped by an agreement with the other American coffee-producers to
distribute between them the burden of maintaining coffee prices at existing levels. A Paa-American Conference
called for this purpose failed, however, to reach an agreement. In consequence, the Brazilian Government
changed its policy, reduced the export tax from 45 to 12 milreis per bag, removed certain foreign exchange
restrictions and left Brazilian coffee to compete freely with that of other producing countries. It was hoped
that Brazil would thus be able to increase her percentage in world sales (which had been constantly falling) ; the
policy of destruction of surplus coffee, however, was not discontinued. The main statistics of production and
stocks are shown in the following table :

Quintals (000.000%s). *
1920 1030 1931 1933 1933 1934 1935 1936  *1937

Production :
Brazil ....... 15.8 186.3 13.0 15.4 17.8 16.5 11.4 15.8 15.5
Other . ... ... 7.7 7.7 7.5 8.6 8.0 8.3 9.3 9.9 9.3
Word . ...... 23.5 24.0 20.5 24.0 25.8 24.8 20.7 25.7 24.8
End-of-season stocks :
World ... .. .. 18.8 16.9 18.9 13.8 15.4 13.8 17.3 18.3 4
1 August 3lst.
t Forecast. :

» Production : Statistical Year-Book of the League of Nations, 1937/38, Table 33 ; stocks, see Appendix II,
Table 2.
4 Stocks on December 31at, 1937 : 21.1 million quintals.
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—_ and thus indirectly the uotion) of tea has been regulated mince 1933 by an
mtu:'::omlmagmemenm: \(vhich includes theﬂychief oxporbenpmd (Indis, Ceylon and the Netherlands Indies). Tea
consumption in 1937 continued to increase, and the quotas fixed for the years 1936/37, 1937/38, 1938/39 .w?m
82.5%;, 87.5%, and 92.5%/, reepectively. The quota for 1937/38 corresponds to an export of some 725 million
Ib. (3.3 million quintals), but meanwhile exports of countries outside the scheme have increased to some
190 million 1b. (0.9 million quintals), thus beginning to exercise & ourtain pressure on the world market.
So far, however, it has been possible to keep visible atocks at a uniformly low level :

Quintals (000,000's). !

1929 1930 1931 19332 1933 1934 1935 1938 *1937
World (exdl. China} :

Production . . . - . 44 42 43 45 4.1 42 42 44 44
Currentsupplies? . . 5.0 4.6 4.7 4.9 45 4.7 4.6 47 48
End-of-year stocks . 1.3 1.3 1.3 1.4 13 1.4 1.2 1.1 1.0

Meal., — Estimates of world production of meat are uncertain, but, eicludi.ng the U.8.5.R., where live.
stock was heavily curtailed in 1930, world production may roughly be estimated as follows (1929=100): -

1931 1932 1933 1934 1935 1936  *1937

Beefand veal . . . . .. 97 95 96 102 112 110 109 109
Pork » v o o v o o v e 100 106 104 107 103 93 lor 97
Mutton, lamb, goat-meat . 105 106 107 106 ~ 104 98 105 106

Total meat . ... 9 101 loI 106 107 101 105 103

Production alightly decreased in 1937. The severe droughts in the United States in 1934 and 1936 caused
first emergency slaughterings and then & subnormal mest supply. The figures point to & greater expansion

recently of production of beef and veal than of other kinds of meat.
II. FoppER CroPS

As indicated in Chapter I, the index of fodder crops is restricted in scope, covering
only barley, oats and maize, indices for which are given in Table 2 below:

Table 2. — WorLp Inpiczs or Probucrion or Foporr BY Mamw Crops.
1929=100.

193¢ | 1031 | 1932 | 1933 | 1934 | 1935 | *1936 | *1937

Bardey . . v o v e a i e 96 | 82 | ol | 90| 85 | 984 | 86 | 90
OstE . . . . .ovn.. 100 | 86 | 94 | 89 | 85 | 09 | 84 | 95
Maite, . . . ... 80 | 103 { 100 | 96 | 82 | 98 | 83 | 103

Total fodder crope® . . .| 93 | 95 | 103 | 93 | 83 | 96 | 83 | 98

* Figures for 1936 and 1937 are particularly subject to ; . -
USS.R. Cf. also Chapter L y sabj caution owing to absence of official data for the

The normal variations of these crops, largely concentrated in a few important agricultural
areas, lgzve bfaen wide. The low figures for maize in 1934 and 1836 were due mainly to
erop failures in the United States. '

-

* Production aod current supplies : Statistical Year-Book of the Lea ?
; gue of Nationa, 1937/38, Table 38.
Btocks (London and Amsterdam) : International Tes Committee's Monihiy Bulletin of Slah‘m'co{ e

# Production plus exports from China, .
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ITI. RAW MATERIALS AND SEMI-MANUFACTURES

World indices of the three main groups of raw materials — commodities of agricultural,
forest and non-vegetable origin — were given in Chapter I. In Table 3, these groups
are further subdivided into seven sub-groups. A general analysis of the main groups
was given in Chapter I, and no further comment is required here. Diagram 3 gives the
world supply (production-stocks) of certain important commodities contained in these

groups.

Diagram 3. — INDICES OF WORLD SuPPLY (PRODUCTION AND STOCKS) OF INDIVIDUAL
Raw MATERIALS,

1925-1929=100.
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* Coal ; Supplies in Central Europe ; Pefroleum : Supplies in the United States.
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Tﬁble 3. — WorLD Inpices or PrRODUCTION OF Raw MAiTERIALS AND
SXMI-MANUFACTURES BY MArx GROUPS.

1929=100.
Group 1930 | 1931 | 1932 || 1933 | 1934 | 1935 | 1936 *1937
Products of agricultural origin (industrial
ta) :
Phlli ())il materialsand oils . . . . . 97 100 25 101 92 101 105 119
II Textilefibres . . « « - . - . 99 299 93 101 98 107 120 137
Products derived from forests : '
IIT, Rubber {crude} . . . . . . . . 95 092 82 98 117 101 99 131
IV. Wood products (including rayon} - . <
and staple fibre) . . . . yo o7 92 90 107 122 139 187 184
Products of non-vegetable origin: '
V. Fuelsand power . . . . - . . 94 85 78 82 89 95 103 111
VL Metals and metallic minerals . .| 89 65 43 50 66 79 08 117
V1I. Non-metallic minerals . . . . . 94 78 63 66 78 86 99 107
Total raw materialsa® . . 94 85 75 81 87 95 108 119

* Cf. also Chapter L

Individual Commodities.
The main individual commodities composing the index of raw materials are examined below. The bases
of the indices are, for reasons explained above, 1925-1920=100.1

Cotion, — The two chief classes of cotton crops, American and “outside growths ™, are shown below in
terms of ginned cotton: ) )

1930 1931 1932 1933 1934 1935 1936 *1937

Production, world (met-
ric tons, 000%8) . . . 57,500 56,200 59,600 51,700 57,600 51,300 57,300 68,700 82,900
en:umqnneotw::. . . 32,143 30,208 37,066 28,180 28,289 20,804 23,066 26,883 41,052

Outside growths ™ . 25,357 25,904 22,534 23,511 29,311 30,408 34,23¢ 41,817 41,848
Stocks, world, on Au-

guat Lot (bales, 000's)* 9,625 11,715 13,835 17,048 16,076 15,679 13,601 11,846 11,912
American cotton . . . 4,919 6,889 9,264 13,220 11,814 10,682 9,176 7,077 6,494
Outside growths” . 4,706 4,826 4,571 3,817 4,262 5,197 4,415 4,769 5,418

. Inrpit?ofmuicﬁonoftheuucultivnted. American farmers in 1937 produced s record crop owing to the
increased yield per bectare’ and as crops of * outside growths " slightly increased, the world orop in 1937 waa
sbout 209%, higher than in 1936. Although consumption in the meanwhile increased, prices — in spite of
intervention of the United States Government, which offered loans to the farmers on their cotton — decreased,
and stocks (which fell during the years 1033-1936) have again begun to scoumulate,

1OL page 565 above,
*In actual bales, regardless of weight, including linters,

_*The jous largest growth was in 1926 with some 40.8 million quintals as against an official
::ulnzn;o of 41.1 millions in 1937. The ares cultivated bad meanwhile docro:sed from ls;.g million h:ot::l
.7 million hectares, representing s yield per hectars of 216 kg, and 300 kg. respectively.



Raw Wool. — The estimated production given below refers to raw wool computed on greasy basis. The five
*“ major exporters” are Australia, the Argentine, the Union of South Africa, New Zealand and Uruguay.
Europe and the United States are the two principal consuming areas. Production in the U.S.S.R. is given
separately, owing to the greatly different trend of its wool clip. The stocks of raw wool refer to the above
five major exporting countries, and those of wool tops to the principal combing establishmenta in Europe.l

Metric tons (000's).

1929 1830 1931 1932 1933 1934 1935 1938 *1937
Production (greasy

basis) . . . . . 1,796 1,746 1,745 1,756 1,706 1,668 1,697 1,747 1,779
Five major ex-

porters . . 928 807 841 984 927 900 908 929 0926
Europe (exclud. '

ing U.S.S.R.) 260 258 257 261 261 254 253 263 267
United States. 182 197 211 200 209 205 205 204 208
World (exclud-

ingU.S.S.R.) 1,617 1,608 1,646 1,601 1,644 1,609 1,625 1,655 1,661
USS.R. . .. 179 137 89 65 62 58 72 92 118

Stocks :
Raw wool (five
exportera) (end
of season) . . . - 352 99 a8 76 63 36 25
Wool tops (Eu- :
ropean conti-
nent), July 1st 28 19 22 30 31 30 23 s 3

The improvement in the wool market which began in 1935 continued during 1936 and the first part of *
1937 ; production reached a new high level and stocks fell to & minimum at the same time a8 prices were rising.
In the latter half of the year, however, demand and pricea fell and stocks began to accumnlate, 4

Raw Silk, — The estimated world production of raw silk ® in 1937 was somewhat higher than in the
previous year ; consumption fell off somewhat and total world supplies, which had been decreasing since 1934,
remained stationary, as is indicated by Diagram 3.

Rubber. — The world supply of crude rubber has, since June 1st, 1934, been subject to regulation under &
special restriction scheme. Owing to increased demand, the * International Rubber Regulation Committee ™
increased the *¢ permissible export guota " for 1937 8 first from 76% to 80% and then to 909, of the basic
quota for the second half of the year. In 1938, the quota was reduced to 70%, 60% and 45%, for the first,
second and third quarters respectively. These figures reflect the wide variations in supply and demand during
the period. The year began with rising prices, production and consumption; the peak was reached by
the end of March, and markets have since been declining, stocks at the end of 1937 being higher than a year
previously. As will be seen from the following figures and Diagram 3, however, the year as & whole showed
record figures of both production and absorption.?

1 The wool statistics have been drawn from various publications of the Imperial Economic Commnittee,
London, especially Wool Intelligence Notes.

3 Excluding Uruguay. . ) X

3 Stocks, excluding Germany and Italy, for which countries recent data are not available, were (metrie
tons, 000's): 1935, 17; 1936, 16; 1937, 10. ‘

¢ No account is taken above of wool recovered from rags; this item is of some importance and has
increased in recent years, particularly in Germany and Italy.

3 Excluding Chinese home consumption. .

* The “ basio quotas * for the different years are as follows (metrio tons, 000’s) : 1935, 1,136.4 ; 1936,
1,274.1; 1937, 1,319.3; 1938; 1,356.7.

? The data concerning rubber have been taken from the International Rubber Regulation Committee's
Statistical Bulletin (London), long tons having been converted into metric tons. Data on consumption will
be found in Table 6 below.
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Metrio tons (000'a).
1920 1830 1931 1933 1933 1934 1935 1836 *1937

World shipments . . . . 882 839 813 720 867 1,033 887 889 1,154
World stocks (end of year) 385 511 650 649 674 757 6712 518 624

" Noacoount is taken in the above figures of synthetio or reclaimed rubber, the production of which continued
to expand during the year. :

Wood. — Wood ia represented in the index of primary production by two products: sawn and planed soft-
wood and wood pulp, indices for which are given below (1820=100):

1930 1931 1932 1938 1934 1935 19368 *1937

Sawn softwood . . . . . 84 66 56 67 75 79 *87 92
Woodpulp. . - -« . . . 97 88 84 95 106 113 126 138

- ¢

The production of both sawn softwood and wood pulp increased in 1937, the increase in the latter being
much the greater. The European branches of the wood industry are subject to a restriction scheme, a *‘ European
Timber Trade Convention " having come into operation in 1935. ! Wood-pulp production is indirectly regulated
by several agreements between pulp and paper exporters. Production and demand were falling by the end of
1937.

Fuel and Pover. — The production of the chief sources of power is illustrated by the following indices
(1920=100):

1930 1931 1932 1933 1934 1935 1936 *1937

World -
Coal . ... ...... 92 81 72 76 83 86 o4 98
Pettoleum . ... . .. 95 92 88 26 101 110 120 135
Hydro-electric power® . . 102 98 102 108 115 130 137 147
Allsources . . . . ... M4 85 18 82 89 95 103 111

. In 19-37, production increased considerably from all sources ; the table, however, illustrates also the relative
a!ufhhkmgphu_betweenthdiﬁemtmmu—wdmtputbeingnﬁghﬂybvuthmin 1929, while produc-
tion of petroleum is 35% and of hydro-electric power 479, higher than in that year. More detailed figures are
given below for coal and petroleum.

CaaI..—Tboneentchangaintbemhﬁveimpoﬂanceofthomﬁnoul—producingmwﬂlheleenfrom
the following figures :

Metrio tons (000,000's).
1929 1930 1931 1932 1933 1034 1935 *1938 *1997
Europe (excluding USS.R.). 608 561
Earope ) 506 450 464 408 508 531 583

J c e e e s e s e 42 49 57 65 76 04 109 124 123
North America. . . . ... 566 407 409 334 855 387 304 4564 460
Otherareas . . . .. ... 120 117 108 103 113 125 134 140 148

World . . 1,333 1,224 1,060 961 1,008 1,104 1,143 1,249 1,310

! Including the principal timber-exporting countries except Norway and i
htv:-;{ which )anem? organisation in 1936, and Finland El:’n wssj'.y the Baltio countries (spart from
“ ydmmmmwhpbwnwet%hmhﬂwpnwdmabonm; by the value of coal needed
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The greater part of the European coal production is subject to strict control. Data relating to stocks are
available for three important areas (Germany (including the Saar), Belgium and Polish Upper Silesia), and they
are shown, together with the production of this area, in Diagram 3above.l It will be seen that stocks have been
small relatively to production, and that consumption has more than kept pace with production since 1933,

Petroleumn. — The production of crude oil in the United States, the largest producer, and other countries
taken together has been as follows :

Metric tons (000,000's).

1929 1930 1831 1932 1933 1934 1935 1936  *1937

United States . . . 138 123 117 108 123 123 1356 149 173
Other countries . . . 68 73 72 73 74 85 91 . 97 106

World . 206 196 189 181 107 208 226 246 279

Production in 1937 reached a peak 139, above that in 1936. Consumption was stimulated by the increased
"use of heavy oil for Diesel engines in transport and shipping, in heating and in industrial nse. Oil has also been
stored in certain countriea for military purposes.? '

World production of motor fuel, kerosene, gas and fuel oil, lubricants and miscellaneous petroleum and
related products — obtained also from natural gaa, coal, lignite, shale and alcohol — is as follows : 3

Barrels (000,000°8). -

1931 1932 1933 1934 1936 1936 1937
1,432 1,362 1,467 1,563 1,703 1,865 2,110

By the end of the year 1937, a certain reaction in demand was setting in, and stocks, which were already
high, began to asccumulate, In the United States, the effects of the decline were to some extent mitigated by
Btate control and co-operation between the oil-producing companies.

Iron and Steel. — The world output of pig-iron (including ferro-alloys) and crude stee] (ingots and castings)
has been as follows : :
: Metrio tons (000's).
1929 1930 1931 1932 1933 1934 1935 1938 *1937

Pigiron . . . .. 98,500 80,070 55,640 39,5670 49,370 62,940 74,170 91,630 104,000
Bteel ... ... 120,710 94,980 69,580 50,690 68,060 82,150 99,330 123,680 135,500

In spite of & setback in the latter half of the year, particularly in the United States, production in 1937
reached & peak level, the output of pig-iron and steel being 13%, and 10%, higher respectively than in the pre-
vious year. In certain countries,and particularly in Germany, there occurred s shortage of iron ore and scrap.

Non-ferrous Metals, — The following figures of non-ferrous metals refer, unless otherwise stated, to
metal content of ores mined (except in the case of aluminium ; figures relating to metal content of bauxite
do not exist). The statistics of production of metals in ore differ from those of smelter production in respect
of the geographical distribution of output, and also inasmuch as part of the metals mined is not amelted, but
is transformed into metallio salts. Hence, indices are given below in preference to absolute figures. Figures
of stocks usually refer to visible supplies of metal (whether in ore, in prooesa or finished) with producers,
in public warehouses and in transit. They do mot always show the movement that would seem to be
indicated by the trends of production and consumption.

1These stocks are not inoluded in the stock index. i

] i t sati 60,000,000 barrels of petroleum and related products were consumed
for miﬁt?:yrdpfzg - ‘im':;’?,e: ;[:t:lm;ome 8,000,000 barrels higher than the astima‘t.ed total for 1936. * World
Consumption of Petroleum Products and Related Fuels for Military Purposes ™, by V. R. GARF1AS and
others, T'he Petroleum Times (London), February 26th, 1938. '

8 The Petroleum Times (London), March 5th, 1938 (V. R. Garrias and others, Cities Service Company
New York),
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Copper. — The demand far copper fluctuated violently in 1937, Prices at their highest level (March) were
100%, above the 1936 average and they subsequently fell below it. The increase in production and consumption
is unprecedented in peace time. The output quotas (provided for by an international Agreement dating back
to July lst, 1935) which at the end of 1936 were 105%,, were removed in January 1937 ; in spite of this, stocks
remained low. As a result of the subsequent fall in demand, however, restrictions were reintroduced with an
output quota of 105%, from December Ist, 1937, and of 859, from July lat, 1938. Stocka by the end of the
year had increased and were considerably higher than s year previously. The main figures of production
and stocks are as follows (1925-1929=100) ;

1929 1930 1931 1982 1933 1934 1935 1936 *1937
Mine production:

United States . . 113 80 60 27 22 27 43 69 o5

Restof world. . . 127 119 113 86 107 132 142 144 188

Wordd . . . . . . 120 100 87 57 64 80 93 107 142
Smelter uction :

United States . . 111 81 60 3 25 28 42 66 82

Restof world. . . 128 121 120 92 115 150 161 159 207

World. .. ... 118 99 86 58 65 82 25 107 143

Stocks (end of year) . 125 161 204 213 191 171 161 118 147

Tin. — Like the production of copper, that of tin in 1937 was stimulated by the armaments boom.
Following upon the announcement of the British rearmament programme, prices rose sharply ; the quota (fixed
by the International Tin Committee controlling some 85%, of world production), which had been 100°/, was
increased for the second quarter to 1109, where it remained for the rest of the year. Worid production during
the year reached a new peak, but, owing to falling demand in the latter half, prices fell and stocks again began
to accumulate; by the end of the year, they were alightly higher than » year previously. The production quotas,
fixed for the first quarter of 1938 at 707, were later decreased to 55%, of standard tonnage for the second
quarter, and to 46%,, of which 109 for * buffer stocks™, for the third quarter.

1925-1928=100.
1929 1930 1931 1932 1933 1934 1935 1936 *1937
Preduction :
countries . . . 119.9 109.0 92.3 55.1"° 450 665 72.8 99.8 117.2
Rest of the world 93.3 92.8 76.0 96.1 108.7 125.5 152.5 169.3 186.1
World .. .. 116.6 106.9 90.2 60.3 53.2 174.1 83.0 108.7 128.0
Btocks (end of year) 135.7 190.7 223.9 206.1 96.4 56.1 48.9 78.0 87.8

Lead. — The following figures indicate developments in the lead-mining and lead-smelting industries:

1925-1929=100,

1929 1930 193k 1932 1933 1934 1935 1938 *1037
Mine production . . . . . . 105 101 8 73 73 81 8 93 103
Smelter production. . . . . 106 99 82 68 6 77 81 88 87
Btocks (end of theyear) * . 108 161 223 274 316 322 309 243 208

Zinc. — Developments in the zine-mining and zine-smelting industries are shown by the indices below:

1925.1929=100.
Mine rod 1929 1920 1931 1932 1933 1934 1935 1936 *1937
llctm “ b e oa e 109 99 77 60 76 89 78 1 1
Bmelter production . . .. 11} 107 78 6 76 90 103 1(1)? 124
8tocks (end of the year) 3, . 240 455 449 407 327 385 269 186 258

! Btocks in the United Btates and the United Kingdom.
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B. MANUFACTURING.

Unlike the world index of primary production, which relates to fairly homogeneous
articles and can therefore be easily subdivided into s number of well-defined sub-indices,
the index of world manufacture necessarily relates to a variety of greatly diversified
articles at different stages of manufacture. Further, the national production indices
on which it is based vary considerably as regards the methods of computation and the
classification of the articles covered, which, moreover, differ in quality from country to
country. Sub-indices of world manufacture

by individual industries are affected in a Diagram 4.-— INDICES OF MANUFACTURE
higher degree by these national differences oF CUuRRENT CoNsumpTION GoODS, PRIMARY
than is the general world index. Neverthe- PropuoTioN anp Stocks or CormespoNpivg
less, the importance of obtaining at least a Prouary Propucts.

rough picture of the movement of world 1929—=100; logarithmio scale,
productionin different branches of manufac- I. Manufacturing,

ture is such as to justify the attempts made H. Primary production.
by the Economic Intelligence Service for IIL. Stocks of primary products (moving average).
some years past to calculate sub-indices
of this kind.! In Table 4, these sub-indices
are grouped under headings corresponding
to the broad distinction between consump-  [4° 1 40
tion goods and capital goods as applied L PR S, ]
in Chapter I. For purposes of compari- P \|
son, the general world indices for these }20 yd 120
two categories of goods are likewise / \
shown, but they include, in addition to the i 1 N =" ]
branches given in the table, some further AR L
industries included in the relevant national '°°—<' ~—oo
indices. /

The results are summarised in Table 4. i l/

Diagram 4 gives manufactuing produc-
tion in consumption-goods industries (ex- }°°
cluding the U.8.8.R.), together with indices
of production® and stocks of primary pro- s a4 L,
ducts 3 used in the manufacture of these B29 30 X 2 B M 35 B I pnsee]
articles. '

The raw materials used in these consump- ) _
tion-goods industries are mainly of agricultural origin, the production of which, as shown
above, fluctuates but little from year to year. On the other hand, the manufacture of
consumption goods, although fluctuating less than that of capital goods, fell considerably
during the depression, with the result that stocks increased. The lack of ba.lancfe
between primary and secondary production is particularly great as regards textiles, as is
shown by Diagram 5 on page 67.

1A few of these indices are based on mill consumption of important raw materials (cotton, wool), but
moat of t:l:m are uomu[lmtzilll on the basis of relevant production dats extracted from the national statistics.
The methods of averaging and weighting are those used in the computation of the general world indices, the
weights having been adjusted to the relative importance, in each country, of the industry concerned.
* Foodstuffs, vegetable oil materials and crude textiles. o
8 Foodstuffs and agricultural raw materials (vegetable oil materials and textile fibres).
S
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Table 4. — INnpics o WorLD Propucrron or CERTAIN MANUFACTURING INDUSTRIES.

1929==100.
Industry 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | *1937
A. Consumption-goods Indusiries.
L Food and related industries :
Food* . . . ... ...... « ] 96 06 90 94 100 90 99 08
Brewing®. . « = ¢« ¢ ¢ ¢ s v s = » 95 83 4 74 Kkl 79 81 84
Tobacoo . ... ... ...... 101 80 87 91 101 104 112 119
Total .. ... ... 98 95 - 93 99 93 101 102
IL Other current consumption goods :
Textilen :
Cottom* ... ......... 90 08 99 100 103 111 115 .en
Wool* . . . .......... o8 98 06 108 89 08 97 99
Artificial textiles* . . . . . . .. 104 115 121 154 180 222 266 | 321
Total". 87 88 88 98 83 104 _ 109 113
Leather, boot-and-shoe industry . .| 92 89 84 95 100 103 110 108
Woodpalp . . . ... P 97 88 84 95 105 113 126 138
Paper ... .......... 85 89 81 89 97 104 115 .
Total con- { incloding USSR.| 92 | 90 | 8 | 90 | o4 | 200 | 100 | ...
sumption goods | excluding US8.R. 91 87 79 87 89 03 100 104
B. Capiial-goods Industries.
L Produocers’ capital goods :
Ironandsteed . . . ... .... .| 79 58 42 56 é8 82 101 110
Rolling-mill products® . . . . . . . 78 56 40 53 64 7 99 | 107
ing. . ... ....... 103 58 28 18 35 47 ({:] 96
Sawmillproducts . . . . .. ... 84 68 56 5 79 87 02
IL Consumers’ capital goods :
Motor-vehicles . . . . . e ... 66 48 31 43 59 81 92 100
Total inclading US8.R.] 85 67 53 65 76 93 114 ve-
ca goods { excluding USBS.R.| 82 80 43 55 63 77 82 102
World mannfactur- { including U.88.R.| 88 79 69 78 85 96 111 119
ing production ‘ excluding UBS.R.| 88 4 63 71 71 88 96 103

* The index for food covers s relatively smail number of countries and is not reall represontative of
world manufacture of food (even excluding the US.8.R.). Rﬂe: preponderance to the gnited Bt.a.tel,lwhoro
;npmp.lloodmdm(hrgely working for export) bave sdversely affected by special circumstanoes
* Excluding the Ubited States.
* World eotton-mill consumption, excluding Germany sod Italy, for whi i :
yoar ot szmabhm.m y Y, for which recent data are not available ;
¢ Consumption in the nine principal wool-manufacturing countries,
* Rayon and staple fibre,
‘Index eompiled by the Institut ftr Konjunkturforschung (Berlin),
* Bix principal producing eountrice,



— 67 —

Diagram §. — INpIcEs or MANUFACTURE
or TEXTILES AND OF PRODUOTION AND BTOCES
or Crupe Texmne Fisres.

1929=100 ; logarithmic scale,

1. Manufacturing.
II. Primary production.

IIX. Stocks of primary products (moving average.

K29 30 3 32 33 M B W ¥

The picture afforded by Diagram 6
differs strikingly from that of Diagram 4
-—— consumption goods. The production of
raw materials for plant, etc., adjusts itself
much quicker to demand than do the raw
materials required for consumers’ goods ;
in consequence, while, during the first
phase of the depression, stocks mount
rapidly, they are subsequently reduced
much more quickly. The greater elasticity
of the production of raw materials for
producers’ goods is comnected with the
current form of ownership and methods of
production, The products are mainly mine-
rals produced on a large scale, and the
market is frequently regulated by powerful
cartels or special agreements which render
it possible to adapt output to changes in
industrial demand. The rise in’ stocks
is explained mainly by increases in the

1(f. also the general discussion, Section C of -

Chapter I above.

8 Metals and certain non-metallio minerals (asbes-
tos, oement, eto.).

' Mineral stocks. .

4Part of raw materials is, of course, used also in
building, manufacture of consumption goods, motor-
oars, eto.

hha a0}

H6 0
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120

100
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The variations in production of those

raw materials are mainly accounted for by
bad or good harvests of cotton.:
- Diagram b reveals the fact that the
‘adjustment between primary and secondary
production, which had been going on since
1932, as shown by the fall in stocks, was
reversed in 1936 principally because of the
rapid expansion of raw-material produc-
tion.

Of the different industries composing the
consumption-goods group, brewing — owing
to a gradual change in tastes — is decreasing
and artificial textile manufacture is greatly
increasing in importance. Between 1929
and 1937, the production of such textiles
trebled, with marked effects on the demand
for pulp. Paper manufacture developed
more than that of most consumption
goods, but by no means as much as pulp.

The development of the manufacture
of producers’ capital goods and of the
production® and stocks?® of raw materials
required mainly for such goods are shown
in Diagram 6. ¢

Diagram 6. — INDICES OF MANUFACTURE
or Propuckrs’ Carital Goops, PriMary
PropucTION AND STOCKS OF CORRESPONDING
PriMary ProDUCTS.

1929=100; logarithmic acale.

1. Manufacturing.
II. Primary production.
IOI. Stocks of primary products (moving average).
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kighly speculative minerals — such as tin, copper, etc., and to a less extent .by iron
and steel. By the end of 1935, stocks ! were about 209% lower than the average in 1929,
but began to increase in 1936 — a year earlier than consumption-goods raw materials —
and, by the end of 1937, they were again more than 309% higher than in 1929,

Of the different capital-producing industries, iron and steel production in 1937 expanded
by about 10%, while shipbuilding, in spite of & rapid recovery after the very serious decline
during the erisis, still was 4%, beneath the 1929 level. Saw-mill products fell heavily during
the depression largely owing to the drastic curtailment of building ; the failure of production
to regain the pre-depression level is explained in part by the working-off of stocks and in
part by the continuously depressed levels of building activity in North America and the
former gold bloc countries.

The absolute figares for production of motor-vehicles (including lorries and omnibuses)
since 1929 have been as follows :

Number of Vehicles (000's).

1929 1930 1931 1932 1933 1934 1935 1938 1937

North America . . 5,620 3,510 2,472 1,432 1,086 2,870 4,120 4,618 5,017
Europe ... .. 689 629 548 522 642 777 893 1,060 1,100
World . . . . . . 6,310 4,143 3,025 1,979 2,680 3,722 &5,117 65,823 6,336

C. CONSUMPTION OF PRIMARY COMMODITIES

In spite of their shortcomings, the statistics of production and stocks are the most
reliable sources we have for judging changes in consumption of individual eommodities
or groups of commodities.? An attempt is made here to bring together consumption
estiimatee for individual articles which used to be spread over different parts of this
volume,

In principle, and provided that complete data are available, estimates are simple ; in the world as a whole,
consumption equals production during a given period, plus or minus changes in stocks over the same period.
In reality, however, severe limitations have to be taken into acecount. There do not as a rule exist world figures
of output of individual manufactured articles, and industrial production must at once be left on one side. But
even a8 regards primary products, difficulties arise : the statistics of production and perticularly of stocks
are not always sufficiently complete or reliable : moreover such products are not generally consumed directly,
but are subjected to further processing. The degree of such processing, however, varies considerably, and one
should distinguish between two groups of commodities (a) foodstuffs, in the case of which further processing
in comparatively slight, and (b) industrial raw materials, where it is much greater.

Yor foodstuifs, yearly figures of primary production, plus or minus changes in the end of the year stocks,
give s fairly good indication of changes in final consumption. In cases of highly perishable foods (meat, milk
and butter)® or foods which cannot be stored for more than a season {potatoes) the question of stocks can be
Deglected in yearly estimates. Corresponding estimates for industrial raw materials show absorption by manu-
factures. They do not give direct information on ultimate consumption, for not only does the amount of further
* processing differ greatly as between various products, but they fail also to acoount for fluctuations in stocks
kept by manufacturers as well as in stocks of manufactured articles kept by manufacturers, wholesalers and
netaﬂamﬁiheﬁgmotsbcapﬁonordhppmnmofhdmtrhluwmawﬁah therefore have their value not
0 much in indicating changes in actual consumption as in helping to explain the process of adjustment between
the various stages of production, which is of special importance in the study of industrial fluctuations,

3 Unadjusted figures.
$CL also Bection A above, :
’C(Mageuocbdbutwrandmtunbemgbctedinthepraentwnmctiom
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Table 5 contains data regarding the consumption of eight important foodstuifs (a) in
the world a8 & whole, (b) in Latin and North America, Europe (excluding the U.S.S.R.)
and Oceania, Crude indices as well as per caput figures have been calculated. The data
for the world as a whole are illustrated graphically in Diagram 7. Although these figures
are subject to a considerable margin of error, they point, considered together, to certain
broad trends of development.

Table 5. — WoBLD INpIcEs oF CoNsuMPTION (PRODUCTION + STOCKS) OF CERTAIN Foons'rms-.
1929=100.

(a) Total world. :
(b) Europe {(excluding U.S.S.R), Latin and North America and Oceania.

1932 1933 1934 1935 1938 *1937
Product a b a b a l b a b a b a b
Crude indices
Wheat® . . . .. 98| 94102 | 98 | 104] ©5 106, 97 103}] 08 ... ] ...
Bugar . . .. .. 99 ] 971100 | 96 | 103 | 100 | 111 | 108 | 116 | 111 [*113 i{*113
Potatoes®. . . . . 102 1104|100 | 98 (108|107 | 109 | 96| 111 | 104 | 123 | 117
Meat® . . . . .. 951101 | 96 105 99 | 107 | 94 | 100 | 99| 105} 98 | 103
Milk** . .. ... 103 (109 ) 103 110|103 110|105 111107 }1131108] 114
Butter®* . . . .. 113 | 114 | 17 ¢t 117 (117|118 | 118} 118 1120|120 ... | ...
Coffee . . . ... 97 | ... ] 1041} ... 86| ... |110}...|106} ...} ...1...
Tea*, . . .. .. 971104 | 9511011 941 96| 961100 95t 89 ] 971101
Indices per head of population*
Wheat®. . ., . .| 95| 91| 97| 94 98] 90} 99{ 91] 95| oL} ... | ...
Sugar. . . . ... 96| 94| 95| 92 97| 951|103 | 101 | 107 | 104 [*103 |*104
Potatoes®. . . . . 981101 | 98] o4 | 102|102 [102] 91 |102| 97| 112 ] 108
Meat* . ., . ... 92 98 82 | 101 94 | 102 87 94 82 98 89 95
Milk** , . . ... 99 1105] 98 |105| 98| 104 | 98 | 104 | 99 | 105 | 99| 105
Butter®. . . . . . 100 | 110 [ 111 | 112 | 111 | 112 | 110 j 111 111 112 | ... | ...
Coffee . . . . .. 041 .. 991 ... o1 ... |102 ] ... 8l...] .| .-
Tea*. . . . ... 94 (100 81| 97| 89| o1 | 90| 94| 87| 92| 89] 93

* Provisional figures,

* Wheat. Human consumption only, as estimated by the Secretariat of the Wheat Advisory Committee
(The International Wheat Situation, January 8th, 1938). :

* Milk, potatoes, meat and butter : production = consumption.

* Milk. Including estimates for countries not shown in Table 18 of the Statistical Year-Book of the League
of Nations 1937/38. :

*Tea. Excluding consumption of home-grown tea. Figures refer mostly to net imports.

- * For methods of calculation of the per caput figures, of. Seotion E of Chapter I above.

The latest year for which relatively complete estimates are available is 1936 ; in this
year, compared with 1929, the per caput consumption in the world as a whole would appear
to have increased by about 119, for butter, 7%, for sugar, 29, for potatoes, while consumption
remained practically stationary for milk. Considering the * Western world ” only
(Europe, Latin and North America and Oceania), milk consumption increased by 5%
and butter by 12%,. In the world as a whole, wheat consumption per head decreased
by 5% (9% in the Western world), meat by 8% (as against 2%, in the Western world) ;
consumption of both coffee and tea decreased considerably.
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Diegram 8. — WorLD INDICES OF INDUSTRIAL CONSUMPTION, PRODUCTION AND STOCKS OF IMPORTANT
IRDUSTRIAL Raw MATERIALS.
1929=100; logarithmic scale.
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Teble 6. — Worrp INpices or INpusTRiAL “CoNsumprioN ® OF CERTAIN INDUSTRIAL Raw MATERIALS.

1929=1m-
1930 1931 1932 1933 1934 1935 1930 | *1037
Cotton* . . .. . 90 98 99 100 103 111 115 e
Wool® . . . ... 98 98 96 | 108 89 | o8 o7 99
Rubber* . . . . . 89 85 86 102 114 117 130 138
_ Motor fuel, etc. * —_ {(100) {85} (99) {106) {114) (127) {135)
Copper* . . . .. 83 68 52 60 72 87 100 *117
Tn'. ... ... 92 77 57 72 . 87 81 87 108
Lead* . . .. .. ) | 76 64 70 80 B85 94 *103
Zino®. . . .. . 88 72 56 69 79 93 104 111
® Provisional figures,

*World cotton-mill consumption, excluding Germany and Italy, for which complete data are not
available. Years ending July 31st of following year. International Cotion Bulletin (Manchester).

* Copsumption in the nine principal wool-manufacturing countries. Imperial Economio Committes
(London) : World Consumption of Wool.

*Total absorption of United States and producing countries, net imports into the United Kingdom
adjusted for varistions in visible stocks and, since 1934, in manufacturers’ stocks, and unadjusted net imports
into other countries. Statistical Bulletin of the International Rubber Regulation Commitiee.

¢ Consumption of petroleum products and related fuels (benzole, natural line, aloohol nsed as motor
f(;;l). g:et)l.%l=loo. Estimates of V. R. Garr1as, R. V. WrETSELAnd J. W. mm, Cities Service Company

ow .
*World “apparent ™ consumption. American Bureau of Metal Statistics (New York): Year-Book.
' World “ apparent ™ consumption. Siatistical Bulletin of the International Tin Research and Development



CHAFPTER V
CHANGES IN INTERNATIONAL TRADE AND MERCHANT SHIPPING

A. INTERNATIONAL TRADE

It would fall outside the purpose of the present volume to enter upon any detailed

analysis of international trade such as is made in the annual Review of World Trade.l

- It is of interest, however, to examine to what extent the changes in the production of primary

goods and in industrial activity, as discussed in the preceding chapters, are reflected in changes

* in the quantum of international trade. For this purpose, rough world indices of the move-

ment of the value, average price and quantum of goods entering into international trade,

calculated in & manner described in the publication just mentioned and subject to the
limitations indicated therein, are given below (1929 = 100) :

1025 1929 1930 1931 1932 1933 1934 1935 1936  *1937
Value {gold) . . 94.5 100 81.0 58.0 39.0 35.0 340 3456 37.5 46.0
Prices (gold) . . 113.5 100 87.0 67.6 ~52.6 46.6 43.5 42.6 43.56 47.b
Quantum . , .. 83 100 93 8.5 746 7.6 T8 82 86 97

* Provisional figures.

While, owing to declining prices, the gold value of trade declined until 1934, the lowest
point in the quantum of world trade, as in production, was reached in 1932, By 1937,
the quantum of world trade had risen to a level that was only 3%, below that of 1929.

The information concerning the fluctuations in prices and in the quantum of trade
is not sufficient to allow quantum indices of the kind given above to be calculated for imports
and exports of each continental group of countries. Such information can be given
only for Europe and North America and is shown in Table 1.

Table 1. — Inpicks oF THE QUANTUM OF GOODS ENTERING INTO THE TRADE oF EUROPE AND NORTH AMERICA.
1920=100.

192511931 | 1932 | 1933 | 1934 | 1935 | 1936 [*1937] 1925 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 |*1937

Europe ...... 85.0| 94.5 .
North America| 76.5| 75.0! 61.0
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* Provisional figures,

1 Last issue, Review of World Trade, 1937, League of Nations, Geneva, 1938.
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Comparison between the movement of world trade .and world industrial activity is
facilitated by Diagram 1 below based upon quarterly figures.

As the U.S.S.R. weighs but slightly in the index of world trade, while its inclusion in
any interpational index of industrial activity very markedly affects the general course
and level of such an index during the period here considered, that country has not been
included in the index represented by curve II in the diagram.

The difference in level between the

. two canrves up to 1932 is partly explained

Diagrom 1. — Quasrsary Moveuzyr of Tii by the fact tll:a.t foodstuffs (mainly crude),

Quaxrod o7 Wolp Trapx axp L¥pUSTRIAL the trade in which was relatively well -

. AcrrrTY. maintained during the first years of

1920=100. depression, account for a larger share in

L Quantum of world trade. the trade index than does food preparation
'IL Industrial activity : world, excluding USS.R.  in the index of industrial activity.
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ﬁ\\ / increase in industrial activity amounted
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During the early part of 1937, however,
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aoJ activity. Both indices attained their apex
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industrial activity was 6%, higher than
in 1929 and trade on the level of that year.
Thereafter industrial activity bas fallen
more rapidly than trade. In the fourth
quarter of 1937, the index of industrial
N . activity remained above that of trade,
W29 1930 1931 1932 1933 1934 1905 W36 W3738 | g, in the first quarter of 1938, the
former index was 12%, but the latter only
Note. — The curve for the quantum of trade has 109, below the 1929 average.
been roughly adjusted for seasonal variations to . . . .
render it more comparable with that for industrial Obviously, there is a direct relation-
activity, based on nationsl indices, most of which ship between manufacturing activity on
are thus adjusted. the one hand and trade in both industrial
] raw materials and manufactured articles
on the other. Dmgr:.nn 1 is not suitable for the study of this relationship, not only
because numerous primary products — particularly foodstuffs — that are not industrial ‘
raw materials enter into world trade, but also because trade in industrial raw materials
and in manufactured articles has moved in different orbits. It is of interest therefore to
eomnd.er the changes in production and trade by main categories of goods (foodstutfs, raw
ma.tena.ls, manufactured articles). Rough indices of the quantum of trade in goods
belonglqg to these categories are reproduced below, together with the indices of world
production by groups given in Chapter I.

The trade and production indices are not strictly comparable. Thus, manufactured
food products are ipcluded in group (1) of the trade indices (Foodstuffs), l;ot in group (3)
(Manufactured m:tncles). Further, it has not proved possible, in allocating semi-
manufactored articles, to employ the same principles throughout. The more important
intermediate products — such as yarps or rolled and hammered iron and steel — are,
however, eonsidered in the trade indices for manufactured articles as well as in the indices

-
d".
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for manufacturing activity. In apiﬁe of the lack of correspondence, the figures given may
. serve a8 & basis for a rough comparison between the trend of production and trade.

Indices of the Quanium of World Trade. 1928=100, Indices of World Production. 1929=100,

: 1932 1934 1935 1038 *1937 - 1932 1934 1935 1936 *1937
(1) Foodstuffs.... 89 82 85.5 88 03 (1) Crude foodstuffs®* 100.1 98.9 1004 100.2 104.7
(2) Raw materiala! 81.5 88 91.5 05.5 111.5 (2) Rawmaterials .. 74.6 87.1 047 1058 119.1

(3) Manufactured (3} Manufacturing :

articles. . ... 59 66.5 69.5 75 86 World, exclud-
ingUS.S.R. 626 770 860 963 1029

Foodstuffs. — While production of crude foodstuffs remained from 1932 to 1936
practically at the level of 1929, the trade in foodstuffs was, during the same period, 11%,
to 189, lower than in 1929. This divergence between the movements of production and
trade is to be attributed largely to measures aiming at self-sufficiency adopted in a number
of industrial countries. In 1937, trade in foodstuffs rose at a higher rate than production
owing largely to exceptional purchases of cereals by certain industrial countries whose
domestic supply had declined a8 a result of poor crops :

Net Imports of Wheat and Maize indo Certain Countries.
In metrio tona (000s).

) Wheat Maize
Year Germany Italy France Germany United States
3 ... ....... 28 533 210 172 786
1937 . . ... .. PR 1,219 1,666 438 2,159 2,045

Raw Materials. — Between 1932 and 1936, the relative increase in the index of world
production of raw materials was more than twice as great as that in the quantum of raw
materials entering into trade — a discrepancy due partly to measures taken by certain
countries with a view to increased national self-sufficiency. In particular, Germany
.raised her production of raw materials, while her exports (as well a3 domestie stocks) of
such materials declined and her imports rose at & much lower rate than her manufacturing
activity.

In 1937, the quantum of world trade in raw materials, according to the provisional
index for that year, increased by as much as 179, and exceeded the 1929 level by over
one-tenth. The production index, on the other hand, shows an increase of only 12-13 %,
It is doubtful, however, whether in reality trade in raw materials expanded more than
production, for the production index given does not include raw metals (pig-iron, crude
steel and raw base metals),? the trade in which greatly increased in 1937 as a result of
armaments and capital equipment activities in numerous countries. With the contraction
of domestic demand in the United States for iron and steel, that country became one of
the chief suppliers to the world market : her exports of iron and steel scrap rose from 1.9
to 4 million long tons, of pig-iron from 5,000 to 782,000 long tons, and of ingots, billets,
blooms, ete., from 21,000 to 329,000 long tons. The great world demand for copper may

1 Group (2) of the trade indices refers to the articles which in the international (Brussels) classification
of 1013 are described as * Materials, raw or partly manufactured ”. As, however, according to this classi-
fication, the bulk of semi-manufactures which are included with group (3) of the production indices are, in
fact, also inciuded in group (3) of the trade indices, it has been thought appropriate in this volume to classify
group (2) of the trade indices as “ Raw materials ™. .

* Inoluding fodder cropas (barley, oats and maize), which enter into the trade indices for foodstuffs.

3 The production index for raw materials includes mining (counted at the value of the metal contained
in the ores) whereas metal smelter production is reckoned to manufacturing. The trade index for raw
materials, on the other hand, includes trade not only in ores but also in metals, raw or refined (e.g., electrolytio
copper), but unworked.



be illustrated by the fact that the quantity of copper exported from Chile rose by 60%
and from the United States by 35%. . )

Of the bigger industrial countries, the United Kingdom alone 1mpo.rted more raw
materials in 1937 than in 1929. The quantum of such materials imported into the United
States, though substantially greater than in 1936, remained 5-109; below the 1929 level.
With the decline in the manufacturing activity in the United States, the quantum of raw
materials imported fell rapidly in the second half of 1937 — a fact which appears to have
been the principal cause of the downward movement of the prices of such materials.

Manufactured Articles. — A the products of the manufacturing industry of the
U.S.S.R. are almost entirely disposed of in the domestic market, the index for world trade
in manufactured articles is shown above at the side of that of manufacturing for the world
less the U.S.8.R. _ :

In 1936, the former index was 259, but the latter only 4%, lower than in 1929.
Protective policies naturally account in part for the discrepancy between the two indices,
but also the fact that the low level to which the prices of primary products fell during the
depression, in relation to manufactured articles, has encouraged the industrialisation
" of raw material countries. : ‘

In 1937, however, the divergence between the two indices narrowed considerably :
the trade index rose by about 15%, or two to three times a8 much as the production index.
This reversal of the previous trend was due chiefly to the exceptional demand for
manufactured goods by raw-material countries and by the United Kingdom. The former
countries, whose exports up to the spring of 1937 profited from the rising world demand
for primary products, had improved their currency position to an extent permitting them
to increase considerably their purchases of manufactured goods; their imports of such
goods continued, in fact, to increase in the latter half of 1937, when the prices (and frequently
also the quantities sold) of their own export products were declining. The quantum of -
manufactured goods imported by the United Kingdom was 149, greater than in 1936
and exceeded the previous record level of 1931. In that and certain other countries,
armaments contributed to the increase in purchases from abroad. Of the bigger industrial
countries, however, the United Kingdom alone imported more manufactured goods in 1937
than in 1929. The quantum of such goods imported in 1937 was less than in 1929 by
one-third in France and by almost two-thirds in Germany.

The industrial countries whose export industries profited most from the rise in the
demand for manufactured goods in 1937 were the United States, Germany and the smalil
industrial countries of Europe. Exports of such goods from the United States were favoured
by the contraction of domestic demand during the Iatter half of the year and were almost
30%, higher in quantum than in 1936. (The increase from 1936 to 1937 in the United States
manufacturing activity was only 4%,.) German exports of manufactured articles exceeded
in quantum the 1936 level by 179, ; total German exports of industrial produets (including
semi-manufactures) is estimated to have risen from 149, of industrial production in 1936
to 17% in 1937. United Kingdom exports of manufactured goods rose in quantum by
only 10% and French exports probably by less than 5%, '

B. MERCHANT SBHIPPING

~ Owing to the defectiveness of the information available for numerous countries, it
is not ponsible'to compile a8 complete world statistics for shipping as for trade ; but the
indices of shipping activity given in Table 2, caleulated on the basis of the
groes tonnage of the ships cleared in the ports of forty-two countries representing together
more than 80 % of world trade, may be taken as representative of the broad changes which
have taken place. In the case of countries for which figures covering the whole period
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under review were available for all ships (with cargo and in ballast), as well ag for ships
with cargo only, those for all ships were employed. In the case of a few countries, figures
for 1937 had to be estimated on the basis of partial information available for that year.
At the foot of the table, two other series have been added for purposes of comparison,
the one showing the changes of the active tonnage of the world’s merchant marine (that
is, the tonnage of existing merchant vessels less the tonnage of ships laid up) ! and the
other showing the movement of the quantum of world trade, as given above.

Table 2. — NeT ToNNAGE OF SHIPS cLEARED IN Forry-rwo COUNTRIES,
OOMPARED WITH THE Activi Gross ToNNAGE oF THE WoBLD'S MERCHANT MARINE, AND THE QUANTUM
oF WorLDb TRADE.

1929=100.
1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 | *1937
Tonnage of ships cleared in the
ports of
FEurope . .. ... ... 100.0 | 100.5 | 92.1 | 85.7 88.4] 91.5] 92.3 | 91.6 | 97.8
North Americe. . . . . . . 100.0] 99.7| 91.4 | B82.4 1 Bl1.8| 85.3( 86.9( 90.5| 97.6
Other parta of the world . .| 100.0 | 98.3 | 90.3 | 84.8| 89.5| 93.7| 99.1 |100.3 | 98.9
World . .|100.0 | 99.5| 91.3| 84.9 | 87.8| 91.4} 94.0| 94.7 | 98.1
Active tonnage of the world's ‘
merchant marine, June 30th} 100.0 | 99.0| 92.0 | 86.0| 87.0| 89.8| 92.1| 95.0| 99.5
Quanium of world trade . . .{ 100.0 | 93 85.6| 74.56| 76.5| 78 82 86 97

Comparison between the indices shown
in Table 2 is facilitated by Diagram 2,
in which the figures for the world as a
whole have been plotted. The active
tonnage in 1937 was the same as in 1929,
while the index of tonnage of ships cleared
and of quantum of world trade were 29%,
and 4% below the level of 1929. The
decrease in the discrepancy between the
curves, which was very wide during the
dopression, is due to & number of
circnmstances, The relatively greater
increase in the trade curve in the last
year seems to indicate that loading
capacity of ships has been more completely
utilised, offsetting the contrary effect of
the lengthening of average trade routes.

1 The gross tonnage of existing merchant vessels
rose from 64.8 mi]ﬁglel tons in 1925 to 70.1 million
tons in 1931, fell to 64.2 million tons in 1935 and
rose agsin to 66.3 million tons in 1937: that
of ships laid up fell from 6.6 million tons in 1926
to 3.4 million tons in 1929, rose to 14 million tona
in 1932 and fell again to 2 million tons in 1937.
The figures refer to the tonnage on June 30th of
each year,

Diagram 2. — ToNNAGE oF SHIPS IN OCEAN TRAFFIO
AND QUANTUM OF WORLD TEADE.
1929=100.

1. Tonnage of ships cleared in all ports.
II. Active tonnage of the world’s merchant marine.
III. Qua.ntum'of world trade.
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Diagram 3 gives certain important data illustrating developments on the freighi
markd — namely, indices of freight rates, quantum of world trade, and absolute

figures of laid-up tonnage.
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Diagram 3. — FREIGET Rartms,
WoRLD TRADRAND LarD-UP TONRAGER,

L Average shipping freight rates in
sterling ; quarterly movement
{second month of each quarter),
aocording to the XKcomomisd;
1929=100. Left-hand acale.

II. Quantum of wdrld trade ; quar.
terly movement; 1929=100.
.Left-hmd scale. .

IIT. Groes tonnage of laid-up shipe.
Right,-lnnd‘ scale.

The extraordinary scarcity of tonnage during 1937 is illustrated by the heavy decrease
in laid-up tonnage ; the demand for tonnage caused by the expansion of international trade
resulted in soaring freight rates, which, in the third quarter of 1937, were not less than
43% higher than in 1929, The change in the business outlook by the middle of the year
was followed by shrinkage in world trade, particularly in raw materials, and, by the second
quarter of 1938, freight rates had again dropped to the level of 1929.



CHAPTER VI

PRICE MOVEMENTS

In the present chapter, attention is concentrated mainly on price movements of primary
products and on the relation between industrial costs and selling prices. The trends
in the general level of prices, which are here treated only summarily, ean be observed in
greater detail in Appendix IV, Tables 1 and 2, showing the movement of wholesale-price
indices and indices of the cost of living from 1926 to 1938 for all countries for which such
indices are available,

A. CHANGES IN THE GENERAL LEVEL OF PRICES

Wholesale-price Indices,

The trend of wholesale prices in fifteen countries from March 1936 to March 1938 is
illustrated in Diagram 1 below. The high degree of uniformity in price movements in
different countries during the first half of this period is brought out by expressing the
national indices as percentages of their level in March 1936. The moderate rise which
was in evidence from March to September 1936 was followed by a sudden acceleration
in the last quarter of 1936 and the first quarter of 18937. This phenomenon was not confined
to the countries (four of which are shown in the second section of the diagram) which
devalued their currencies in the autumn of 1936 ; the rise was, on the whole, equally sharp
in other countries.

Diagram 1. — WHOLESALE-PRICE INDICES.
Half-yearly intervals, March 1936 = 100,
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1 1 SO G378 |
130 1301
X 8
..h.
120 -—— o 120
L \\
D
"o 1o
“".‘
™.
100, 100;

na 0 n ] C] \x )
I"936 IOIGO IO?S? no‘fa? 038 1936 W36 1937 0ar 037 1938




— 80 —

After March 1937, the diagram discloses a certain diversity of movement in the
different countries. In eight of the fifteen countries included, wholesale-price indices
contineed to rise, though in most cases at & considerably slower rate, while the other seven
countries showed & decline. This decline became general in the last six months covered
by the diagram (September 1937 to March 1938). Italy and Japan were the only countries
included in the diagram where wholesale prices rose further during this period, and where
they stood at a higher level in March 1938 than in March 1937.

In the United States, where the rise in prices had been somewhat smaller than in most
other countries, the decline was particularly marked. The United States is the only country
whose index fell back to the level of March 1936 during the latter part of the period
considered. In the three months from September to December 1937, the level of wholesale
prices fell by 6.59%,. “ This reduction was as severe a8 that in the April-July period of 1930,
and has not been exceeded in & similar number of months since the price collapse of
1920/21. "1

{l‘he movement of wholesale prices in two important countries not included in
Diagram 1 — France and Germany — calls for special eomment.

In the case of France, the rise in prices has been far greater than in any of the countries
shown in Diagram 1. The French index of wholesale prices, expressed as & percentage
of its level in March 1936, stood at 116.7 in September 1936, 146.2 in March 1937, 167.5
in September 1937, and 168.56 in March 1938. The factors contributing to the striking
rise in the general level of wholesale pricea in France may be illustrated by the following
table showing the net percentage changes in the wholesale-price indices and in their
component group-indices in the four half-yearly periods between March 1936 and March
1938 :

France : Net Percenlage Change in Wholesale Prices.

March 1936 to  September 1936 March 1937 to  September 1937
September 1936  to March 1937 September 1937 to March 1938

Weigh'ted index of 126 articles . . . . 4 12 + 31 4 15 + 0.8
Agricultural products and foodstuifs .  + 13 + 18 418 + 1
Vegetabhpmdnctl ........ + 23 -+ 13 + 17 + 1
Animal products . . . . ... .. — 0.7 + 26 + 15 + 1
In_dnsmdpmduch ........ + 1 + 44 4+ 13 + 0.3
Minerals and metals . . . . . . . . + 11 + 43 + 21 + 8
Textiles . . . . ... ... ... + 10 + b4 + 7 — 8
Leatherand skins . . . . . . . .- . - 3 + 68 + 19 — 16
Chemicals . ... ........ + 6 + 20 + 9 + 9
Additional industrial lucts :

nger ............. 4 8 + 13 + 21 + 24
Wood . R + 27 + 32 + 17 + 4
Cement, bricks, glass. c e e e + 11 + 32 <+ 11 + 12

Unweighted index of 45 articles . . . . + 7 + 32 + 15 + 0.2
29gnmmalpmductl ..... .. + 10 + 21 + 14 4+ 4
lﬁnnportedprodncu ...... . 4+ 3 4 59 + 17 - 7

Price of the £ sterling in francs . . . . 4+ 2 + 38 + 32 + 14

The rate of increase in the French price indices appears to have slowed down sin
the period September 1936 to March 1937. In the last two periods covered by the :ab?:
(March 1937 to March 1938), the depreciation of the franc, as reflected in the rise in the price
of sterling, was ‘cobsiderably greater than the rise in French wholesale prices, As is shown
in another publication of the Economic Intelligence Service % both wholesale prices and the

:Bawey of Gurrent‘ Business (U.8. Department of Commerce), March 193.8,lpa.go 10.
Money and Banking, 1937/38 (League of Nations), Vol 1, page 29,
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cost of living, expressed in terms of gold on the basis of 1930 = 100, were lower in France
than in the United Kingdom in the latter part of 1937. It will be seen from the above
table that, owing to the fall in prices in the world market, the price index of imported
products declined between September 1937 and March 1938 in spite of the further
depreciation of the frane, It was the continued rise in domestic prices that produced
the slight increase in the total index which took place between September 1937 and
March 1938.

In the case of Germany, the wholesale-price index has become practically fixed, and
has shown hardly any variation in recent years. In March 1937, the index was only
2.4% higher than a year earlier. In the succeeding twelve months, it showed a slight
decline ; in March 1938, it was 2.19%, above the level of March 1936. The stability of the
German index is largely due to the official control of prices, coupled with quantitative
restrictions, by which the supply of an increasing range of commodities has come to be
rationed. 1 Changes in the quantity, quality and kind of goods available have reduced
the significance of the wholesale-price index in Germany. Though the movements of the
total index have thus been confined within extremely narrow limits, there have been
movements of some significance in the component indices, which will be noted later (see
Diagrams b and 8 below). :

Price Movemenis and Industrial Production.

A comparison between changes in the level of wholesale-prices and the course of
industrial production is given for sixteen countries in Diagram 2 below, in which the annual
percentage changes in the production indices (based on the figures for the first quarter
of each year) are indicated by shaded bars, while the percentage changes in wholesale-
price indices (from March of one year to March of the following year) are represented by
black bars.

The diagram discloses, on the whole, a marked degree of parallelism between movements
of prices and production ; the year-to-year changes in both have usnally been in the same
direction. The exceptions relate chiefly to 1934/35, when wholesale prices declined or
failed to rise in several countries where industrial production showed an appreciable
recovery. The only countries where both prices and production declined in 1934/35
are Belgium, France and the Netherlands — members of the former “ gold bloc ”. In 1935/36
and 1936/37, all countries except Italy (where production fell off slightly in 1935/36)
show an upward movement in both series. A notable feature of the diagram is the
fact that, in 1936/37, the increase in wholesale-price indices was greater than the
percentage rise in production in ten of the sixteen countries included. In the case of
Canada, Finland, Japan, Norway, Sweden and the United Kingdom, production rose
more than prices in 1934/35 and 1935/36, while in 1936/37 the rate of increase of
wholesale prices was higher than that of production. This change in the relative
movement of the two indices is no doubt largely attributable to the fact that in the later
stages of economic recovery, when reserves of productive capacity have increasingly
been drawn into active use, output becomes generally less elastic and expansion of
monetary demand tends to call forth an increase in prices rather than in production.?

1Tt may be recalled that, in connection with the introduction of the Four-year Plan, a decree waa issued
prohibiting all price increases above the level of October 18th, 1936, with certain minor exceptions relating
mostly to imported goods. The prohibition of price increases was extended to Austria on March 18th, 1938.

* This general observation is not affected by the fact that the movement of wholesale-price indices is,

in most cases, influenced to & higher degree by the prices of raw materials than by the prices of finished
roducts ; for the former are, of course, dependent to some extent on the volume of industrial activity.
gt.ockn of raw materials, like unemployed labour or idle plant, represent reserves of productive capacity ;
the reduction of these stocks in 1936, which caused a rise in the prices of raw materials, was largely a result
of the rise in industrial production.- The movement of the price level of manufactured goods will be considered

scparately in Section 1II of the present chapter.
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Diagram 2. — ANNUAL PERCENTAGE INCREASE (+) or DECREASE (—) IN
(Fiest QuaRTER TO FIBST QUARTER) AND WEHOLESALE Prices (MarcH 170 MARCH).
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* Including mining, building and electricity production where covered by the national indices.

The six countries where the percentage increase in production was greater than in prices
in 1936/37 include the United States, Italy, Poland and Czechoslovakia — eountries
where the volume of production still remained substantially below the level of 1929,

In 1937/38, the movements of production and prices, as illustrated by Diagram 2,
show no uniformity as between the different countries. In six countries, hoth series
declined and the fall in production was in most cages — notably in Belgium, Canada and the
United Btates — more marked than the decline in wholesale prices. There are six cases where
production and prices did not move in the same direction in 1937/38 ; in Finland, Poland,
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Sweden and the United Kingdom, industrial production continued to advance, though at a
slower rate, while wholesale prices declined ; and in France and Italy, there was a rather

considerable increase in wholesale prices, while production showed, on balance, a downward
movement, : ..

Wholesale Prices and the Cost of Living.

A brief examination of the indices given in Tables 1 ‘and 2 of Appendix IV will suffice
to bring out the main facts regarding the relative movement of wholesale prices and the eost
of living. In the period of economic recovery — and particularly in 1936 — the general
level of wholesale prices tended to rise at a faster rate than that of retail prices as
represented by the cost-of-living indices. The relative stability of the latter was equally
marked in 1937. 1In the course of that year, wholesale prices began to decline in almost
every country, and this decline was not accompanied by a corresponding reduction in the
cost of living. In many countries, indeed, the two moved, for a time, in opposite directions,
a8 ig illustrated in the following table showing the net percentage change in the indices of
wholesale prices and cost of living in fourteen countries from July 1937 to January 1938 :

Percentage , Percentage
change in change in
July 1937 to Jan. 1938 July 1937 to Jan. 1938
Whole- Cost ‘Whole- Cost
sale of sale of
prices living prices living
Auvstralia®* . . . . . . . .. — 26| 4+ 15| Greeco . . . .. ... .. — 1.1 + 1.9
Belgiym . . . . .. .. .. — 69| +39| Norway . . . ... .. .. — 1.2 + 1.8
Bulgaria . . . . ... ... —41] +2868| Peru .. ... ...... — 0.9 + 2.8
.......... —4.2| 4+ 0.2{ Roumania*. . . .. ... .] —1.6 +13.9
Czechoslovakia . . — 3.4 +20f Sweder . . . ... ... — 3.6 + 1.6
Denmark . . . . ... .. — 25! 4+ 1.8]| SBwitzerland . . . ... . . -— 2.1 4+ 0.5
Finland . . . . . . . . .. — 1.0 + 2.8 | United Kingdom . . . N. .| — 3.4 + 1.3

* Second quarter to fourth quarter, 1937. * June to December, 1937.

Reference to Table 2 of Appendix IV will show, however, that cost-of-living indices
in & number of countries included in the above table (such as Belgium, Canada, Sweden,
Switzerland and the United Kingdom) have also begun to decline since the end of 1937,
though at a slower rate than the indices of wholesale prices.

This lag in the movement of the cost of living relatively to wholesale prices is due
to factors which are well known. Increases in raw-material and wage costs, in particular,
generally take some time before they are passed on to the stage of retail distribution. On
the demand side, the increase in retail prices at a time of falling wholesale prices tends, at
first, to meet with little resistance, since the early stage of a business recession need be
characterised by no absolute shrinkage of consumers’ demand, but only by a slowing-down
of the rate of increase in the latter, which may be sufficient to discourage investment activity,
and thereby to depress the level of wholesale prices. Furthermore, as will be shown in the
second section of this chapter, the fall in wholesale prices during 1937 affected chiefly
raw materials, which form an important element in wholesale-price indices, while prices
of foodstuffs, which naturally enter largely into the composition of cost-of-living indices,
declined less, if at all, in 1937. ' :

The differences in the rate and in the direction of movements in wholesale and retail
prices are summarised in Diagram 3 below, showing the changes in the percentage ratio
of wholesale-price indices to indices of the cost of living in fourteen countries at quarterly
intervals from March 1935 to March 1938.
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Diagram 3. — Ratro or WroLgsaLs Prices 1o Cosr or Livina.
1929=100; logarithmio scale.

L IL : 1.
A. Argentine. A. Peru. A. Roumania.
B. Australia. B. Canada. B. Japan.
C. United States. C. Sweden. C. Italy. .
D. United Kingdom. D. Belgium. D. Czechoslovakia.
E. Netherlands. E. France, E. Switzerland.
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In nearly every case, the ratio of wholesale prices to the cost of living reached a
maximum between the first and third quarter of 1937. The fall in wholesale prices and the
comparative rigidity of retail prices caused a marked decline in this ratio in the latter part
of 1937 and the first quarter of 1938. It will be observed that in Sweden, the United
Kingdom and the United States, the ratio dropped below the level of 1929.

B. PRICES OF PRIMARY PRODUCTS
Agricultural and Non-agricultural Prices.

The rise in the general level of wholesale prices prior to 1937 was accompanied by
a substantial improvement in the prices of agricultural products relatively to those of
non-agricultural products. This change in price relationships in favour of agriculture
is brought out by Diagram 4, which traces the recent movement of the ratio of agricultural
to non-agricultural prices, expressed as a percentage of that ratio in 1929, in six countries
for which separate price indices for the two groups of commodities are available. ! By
the beginning or the middle of 1937, the relationship prevailing in 1929 had been
re-established or even surpassed in the United States, Chile and Canada; in the other
three countries included in the diagram, the price ratio, though greatly improved, remained
less favourable than in 1929. In the course of 1937, the improvement in the agricultural
price situation in the six countries shown was arrested or even reversed ; in the downward
movement of the general level of prices which began in that year, agricultural
products fell as much as, or more than, other commodities,

! The headings onder which these indices are given in the nationsl statistics are: Argentine: agricultural
;roductn,‘ non-sgm:ultum_l products ; Canada : Canadian agricultural products, consumers’ goods other than
food ; Chxi’e : national sgricultural producta, nat