
Weekly Notes 
European Payments Union 

ESTERN Europe has at last 
realised that a measure of 

free convertibility is essential. This 
w i l l increase their trade wi th each 
other and allow them to buy and 
sell in the most profitable markets— 
a privilege which not many possess
ed because of the restrictions of bi
lateral trade and payments agree
ments. The dollar gap may not be 
closed by these new arrangements, 
but it can be narrowed down. 
When Marshall's dollars come to a 
stop, the Clearing Union wi l l help 
Europe fall back increasingly on its 
own resources. 

The European Payments Union 
has succeeded the Intra-European 
Payments Scheme retrospectively 
from July 1. Credits and gold Will 
be given to and received from its 
members by the EPU under a 
quota system. Each member coun
try 's quota wi l l be equal to 15 per 
cent, of all its visible and invisible 
transactions during 1949 with the 
other members of the OEEC and 
the sterling area. The Belgian 
quota, however, wi l l be $360 m i l 
l ion, which is less than what it 
would be according to this formula. 
The Sterling Area as a whole is a 
member of the EPU and its quota-
is based on payments involving 
the entire area, and is a little over 
$1,000 mill ion, against total quotas 
of about $4,000 mil l ion. 

Intra-European payments w i l l 
continue to be conducted through 
the Bank for International Settle
ments, acting as agent for the E P U . 
A deficit vis-a-vis E P U w i l l , as 
long as it does not exceed 20 per 
cent, of the quota, be financed by 
credit; deficits i n excess of that w i l l 
be settled by an increasing gold 
payment and by a diminishing 
credit proportion. By the time a 
debtor country borrows 60 per cent, 
of its quota and makes gold pay
ments to the EPU of 40 per cent, 
it w i l l have come to the limits of 
its borrowing possibilities wi th the 
EPU. A creditor country is not 
entitled to receive gold payment for 
any surplus not exceeding 20 per 
cent, of its quota: for surpluses in 
excess of that amount, i t w i l l 
receive 50 per cent, in gold unt i l 
its surplus is equal to the quota. 

Extraordinary aid w i l l be given 
to structural debtors, such as Aus
tria, Greece and Norway as starting 
balances. The E P U , which wi l l be 
established for the remaining two 
years of the European Recovery 
Programme, w i l l probably be 
extended after that period. 

Portugal's Foreign Trade 

ORTUGUESE foreign trade 
during the first quarter of 

1950 was SO per cent, less than in 
die corresponding period last year. 
Total imports were 1,861 mill ion 
escudes 12,446 million in January-
March 1949) while total exports 
were 1.013 mill ion escudos (761 mi l 
lion last year). The trade balance 
was thus reduced from 1,685 million 
eseudos to 848 mill ion. Though 
the deficit with the other countries 
registered n reduction, the deficit 
wi th the Portuguese colonies increas
ed from 15 millions to 101 million 
escudos. 

USSR Budget for 1950 

HE usual procedure in the 
USSR is to introduce the 

budget to parliament during the 
first three months of the year, and 
to base expenditures and revenues 
for the first quarter on the budget 
of the preceding year. The pre
sentation of this year's budget was, 
however, delayed and it was pre
sented on June 13. 

Total revenues for 1950 have 
been estimated at 432 billion rou
bles, which is 1 per cent, less than 
actual revenue in 1949. The esti
mated expenditure is 427.9 bil l ion 
roubles, an increase of 4 per cent. 
The turnover tax w i l l bring in 
the largest revenue—approximately 
238.4 billion roubles, or 55.2 per 
cent, of total revenue. Previously, 
turnover tax proceeds used to be 
around 60 per cent, of the total 
revenue; the reduction may prob
ably be due to the 15-20 per cent, 
cut in the retail prices of consu
mers' goods. Other revenue items 
are shares in profits of state enter
prises (39.8 billion roubles), direct 
taxes (36.4 billion roubles), and 
state loans (31.8 bill ion roubles). 
The state lottery loan of 1950 has 
already yielded over 7 billion rou
bles, and the remaining amount 

probably represents loans to be 
subscribed by the banks in which 
private savings are deposited. 

The most important item is the 
cost of financing development, 
amounting to 164.4 bill ion roubles 
(161.9 billion in 1949). It includes 
expenditures of 85.3 billion for 
industry, 36.6 bi l l ion for agricul
ture, and 15.0 bil l ion for transport 
and communications. Expenditure 
on social services wi l l be 120.7 
billion roubles (116.0 billion in 
1849). Of that amount, 59.2 bil l ion 
is for education, 22 billion for 
public health, and 22.4 billion for 
social insurance. General adminis
tration wi l l involve an expenditure 
of 13.9 billion roubles (13.7 bi l l ion 
in 1949). The defence budget ac
counts for 18.5 per cent, of the 
total estimated expenditure, and 
amounts to 79.4 billion (79.2 b i l 
lion in 1949). 

Economic Pact for the Middle East 

T is reported that blueprints for 
a trade and economic agree

ment between I raq , Syria and 
Lebanon have been prepared. The 
main points in the agreement are: 

(1) settlement of the financial 
problems that resulted from the 
foreign exchange control restric
tions of the countries; 

(2) the granting to I raq of free 
zones in Beirut and Latakia as 
outlets, to the Mediterranean; 

(3) the exchange of surplus food
stuffs and produce on a barter 
basis; 

(4) completely free trade between 
the three countries; 

(5) most favoured nation treat
ment and co-operation in trade, 
barter, transit trade and financial 
matters. If finally agreed upon, 
the proposed pact may put an end 
to the present trade deadlock be
tween Syria and Lebanon. 

US Balance of Payments 

HE US balance of payments in 
the first quarter of 1960 

reflects the progress of other coun
tries to a new post-war equil ibrium. 
The US export of surplus goods in 
the first quarter was $10 mi l l ion 
below the post-war peak in the 

702 

T 
1 

P 

W 

T 

July 22, 1950 E C O N O M I C W E E K L Y 



ECONOMIC WEEKLY July 22, 1950 

second quarter of 1947, after which 
date exports have declined $8.3 b i l 
l ion and imports have risen $1.7 b i l 
l ion, both at annual rates. The 
decline in US exports was due in 
part to a diminution of US Gov
ernment aid, but improved supply 
and demand relationships also 
played a part. Although US 
exports of goods declined from 
$15.4 bill ion in 1947 to $12 billion 
in 1949, overseas countries in the 
aggregate raised their total imports 
from $50 bill ion to $55 billion dur
ing the same period. There was 
no surplus on service transactions, 
excluding income on investments. 
Since 1947, net receipts for trans
portation have been declining and 
net payments for travel have been 
rising. However, large interest 
payments to the United States on 
past government loans and increas
ed US private investment abroad 
wil l bulk large in the future. 

The progress in the first quar
ter warrants the view that an 
equilibrium might be reached 
which, under favourable circum
stances, could be maintained 
after the end of the European 
Recovery Programme, US pur
chases of newly-mined gold could 
add about one half to three quarters 
of a billion dollars. Loans by the 
export Import Bank and the I B R D 
might provide a huge sum- The 
deficit of the ERP countries wi l l 
have to be financed from Africa 
and with dollars from Lat in Ame
rica, the dependencies, and sterling 
area countries. 

three per cent, increase in milk 
production in the United States 
during 1949 was due to a record 
yield of 5,239 pounds per cow. 
The number of cows was 22,741 the 
smallest reported since 1930. Mi lk 
production in the United States was 
121.962 million pounds in 1949 as 
against 118,353 million pounds in 
1948. 

Estimate For Wool 

O R L D output of wool in 1950 
is estimated at 3,900 million 

pounds by the US Department of 
Agriculture. This would be an 
increase of 100 mill ion pounds over 
the 1949 total and 55 million pounds, 
or 3 per cent, below the 1930-40 
average. The United States pro
duction is expected to be 247 mi l 
lion pounds in 1950 as against 
253.4 million pounds in 1949. 

Economic and physical conditions 
m the major wool producing coun
tries in the Southern Hemisphere 
are said to be favourable for 
increased production, though the 
" upper limit of production " is 
being approached. The number of 
sheep and the production of wool 
in Europe have nearly reached 
pre-war levels. But decreases in 
sheep numbers h a w continued dur
ing 1950 in both Canada and the 
United States, Australia, the most 
important wool producing country, 
wi l l have an output of 1.100 mil
lion pounds in 1950 compared 
with 1,045.5 mill ion pounds last 
year. The- number of sheep in 

Australia was estimated at 115 m i l 
lion head in March 1950. The 
expected 1950 output in other wool 
producing countries is, Argentina, 
430 million pounds; Union of South 
Africa, 210 million pounds; New 
Zealand, 375 million pounds; U r u 
guay, 150 million pounds and the 
U K , 85 mi l l in pounds. 

World Sugar Production 

O R L D production of refined 
beet and cane sugar in 1949-

50 crop year is estimated by the 
US Department of Agriculture at 
34,579,090 metric tons. This is 
two per cent, more than the record 
crop of t948-49 and 10 per cent. 
above the 1935-39 average. 

Producing nations are estimated 
to yield 10,451,440 metric tons of 
sugar beet during the 1949-50 crop 
year. The United States is expect
ed to produce 1,423,240 metric 
tons, indicating an increase over 
the previous year's output. I n 
creases are also reported in Canada, 
Austria, H e l i u m , Denmark, I ta ly, 
the Netherlands, Poland, the 
USSR and Turkey. But there are 
decreases in Bulgaria, France, Ger
many and Spain. 

World cane sugar production is 
is expected to total 24,237,650 metric 
tons. The United States, Cuba, 
the British West Indies, and Java 
show significant increases over last 
war ' s output, while China and 
India show sizeable decreases. 

World Milk Production 
CCORDING to the US Depart

ment of Agriculture, world 
mi lk yield last year showed an 
increase over 1948 in most of the 
major producing countries. The 
higher output is attributed pr i 
mari ly to improved feed supplies 
and a greater yield per cow. Most 
of the increase was used for making 
butter and cheese. The major 
milk producing countries in Europe 
continued their recovery from war 
time conditions. There were large 
increases particularly in the export
ing countries. Non-exporting coun
tries also progressed considerably. 
Production in Australia and New 
Zealand which together amounted 
to 22,877 pounds showed an increase 
of about seven per cent, over the 
1948 output 21,432 pounds. A 

Around the Markets 
Provincial Loans 

ASY conditions continue to pre
va i l in the money market The 

repayment of the balance outstand
ing of the 2½ per cent 1950 Loan 
on the 15th has further added to 
easy money conditions. On account 
of this fact, more than usual activ
ity was noticeable during the week 
in the gilt-edged market, particular
ly in underwriting the new Provin
cial Loans which are coming out on 
the 31st July. These Loans w i l l be 
3 per cent, i960 for Bombay, M a d 
ras, C.P., and U.P. for a total 
amount of Rs. 9 crores, According 
to market reports, underwriting ten

ders for the Bombay Loan were par
ticularly heavy, totalling nearly 
Rs. 5 crores. The general expecta
tion is that the Loan may be issued 
at Rs. 99 while other State Loans 
may be floated at Rs. 99, 

Buoyancy on the Stock Exchange 
HE expected prolongation of the 

Korean war has added to the 
buoyancy on the .stock exchange. 
Activi ty is brightening both on the 
Bombay and the Calcutta Stock Ex
changes which suggests that the bull 
phase on the market which started 
in July 1949 may continue for ano
ther few months. Every day secy 
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