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PART 1

Summary and Conclusions

Norway’s fundamental economic problem is still that of repairing
the damage of the war. This requires a large investment program,
one so Jarge as to create an inflationary threat. This latent inflation
has been contained since the end of the war only by strong govern-
mental controls, which raise problems of their owx.

Another result of the war was the loss of Germany as a source of
supply and the consequent necessity for larger Norwegian purchases
in the United States. This has contributed to the abnormally large
trade defieit with the Western Hemisphere, aggravated in turn by the
fact that freight rates have not risen as much as the prices of impozrts,
making it more difficult for Norway to pay for imports by CArTYINg
freight.

Norway is among the countries that suffered the greatest loss of
property in the war. Half the merchant marine was lost. The Ger-
mans laid waste northern Norway, destroying iron mining and ore-
concentration facilities that had played an important part in Norway’s
prewar foreign trade. Stocks of goods in consumers’ hands and for
business use were reduced by half. There was substantial damage to
buildings ‘and equipment. It is estimated that altogether Norway
lost nearly a fifth of its wealth (at present prices about 2 billion
doliars). For anation of just over 3 million people thisis a staggering
amount. ‘ ]

Reconstruction has conditioned every economic decision and policy
_in Norway for the last 4 years. It is for this reason, for example, that
the construction industry in Norway is operating at a level half again
as high as.in 1938 even at the cost of holding timber exports well be-
low prewar levels. Reconstruction has been carried out so far almost
entirely with Norwegian resources and credit but it -can not be
completed without ECA aid.

By the end of 1948 somewhat more than. half the job of reconstruc-
tion had been done. Hydroelectric works are now above prewar ca-
pacity. The fishing fleet and whaling factories have been brought
back to prewar levels. The merchant fleet, which offers the quickest
chance. to earn dollars with new investment, is approaching 90 percent
of prewar tonnage. On the other hand, stocks of goods are still for
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below normal, less than half the houses in the north have been rebuilt,
and iron mining is still operating at a very low level.

Part of the costs of this huge job have been met out of current
Norwegian production and savings. The balance has been made
Possible by imports from abroad.

Norway has not been able to pay for the necessary volume of imports
out of current earnings. Its imports have been somewhat Jarger than
before the war because of the orders placed abroad for ship construe-
tion. Earnings from shipping and exports have both lagged behind
the general level of Norwegian production.

Before the war, net earnings from shipping paid for one-third of
the Norwegian imports. Today they pay for a much smaller propor-
tion, because tonnage is still below prewar levels, and because freight,
rates have gone up only about two-thirds as much as the price of
Norwegian imports. ‘

Exports, except for fish, have not recovered as much as industrial
production. In part this is because production in the export indus-
tries declined to 45 percent of prewar levels in 1945 and has now re-
turned to only around 90 percent. In part, the low level of exports is
also due to larger use of products at home, asin the case of timber and
of aluminum and electro-chemical products. While this may be at-
tributed partly to a larger use of some Norwegian products by con-
sumers, it also reflects the demands of the reconstruction program on
Norwegian production.

Norway has used considerable resourcesto finance 2 surplus of im-
ports for its reconstruction program. As a result of insurance pay-
ments for ships lost during the war and of earnings for freight carried,
Norway had large credit both in dollars.and sterling at the end of the
war. Together these reserves would have been large enough to finance
about a quarter of the reconstruction job, had it been possible to use the
entire sterling reserve. Norway also realized several million dollars
by requisitioning private Norwegian dollar assets and by using its own
gold reserves.

Beyond this Norway had to borrow. The Norwegian Government
has pledged its credit to purchase ships and to borrow nearly 100 mil- -
Lion dollars from various agencies of the United States Government
(other than the ECA) and to borrow another 40 million dollars from
Sweden and Canada.

In this manner, Norway was able fo pay for imports of goods and
services that exceeded income from exports and shipping in each
of the past 8 years: by 160 million dollars in 1946 ; 272 million dollars
in 1947 ; 200 million dollars in 1948.

By the fall of 1947 it had become evident that Norway could not con-
tinue to pay for imports at the current rate. The ship program was
continued in 1948, but the rest of Norwegian imnports were .cut back
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from.a level in 1947 slightly above prewar to only 86 percent of prewar
in the first half of 1948. The Western Hemisphere dollar deficit was
cut from 204 million dellars in 1947 to a rate of 182 million dollars in
the third quarter of 1948, TFurther drastic cuts in food, raw material,
and equipment imports would have been necessary without ECA aid.
With ECA aid it was possible to lift the volume of imports to about 97
percent of prewar levels, and o severe depression was thereby averted.

By the end of 1948 Norway’s capacity to go on finaneing a large
deficit in its balance of payments was almost exhausted. The dollar
loans were virtually used up, and dollar reserves had declined.
There is still a considerable sterling balanee from the war period,
but the British cannot afford to permit large drafts to be made ‘on
it in any one year. The balance of 30 million dollars from an Export-
Import Bank loan was the only large dollar reserve that Norway
carried into the fiscal year 1948-49 and this Is now nearly exhausted.

Norway received an allotment of 20 million dollars in the second cal-
endar quarter of 1948, of which 15 million dollars was a loan and ¥
million dollars 2 divect grant. Aid extended in 194849 and further
aid programrned in 1949—50 are summarized in the following table:

fIn millions of do].lars]

%

194349 1949-50
Norwegian request, for gross dollar aid ..o - 1040 131.8
OEEQC recommendation of gross dollar ald .o ooa.. - 8.0 ()

ECA estimata of gross dollar oud..- ... o - £3.2 105.0

1 Natwonal submissions for 1048-50 not vet reviewed by the QEEC,

Of the 83.3 million dollars programed for 194849, Norway has
alveady been allotted 61.8 million dollars, of which 20 million doliars
is a loan, 29.4 million dollars a direct grant, and 12.4 million dellars
conditional aid. An additional allotment of 21.5 million dollars is
therefore mnecessary to complete the 1948-49 program.

On the domestic front the reconstruction program has necessitated
a constant effort to increase savings and to suppress inflation. While
the surplus of imports was large enongh to provide for about three-
fifths of the net investment program from 1946 to 1948, the program
was so large that it proved difficult to-finance even the remaining two-
fifths from current Norwegian production and, savings.

The Norwegian Government tackled this problem by encouragmg
increased production, by restricting consumption, by establishing
Jarge savings out of funds collected by taxes and by using such devices
as were necessary to suppress inflation.

There has been a significant recovery in Norwegian production.
Agricultural production, which was at 75 percent of prewar levels
in 1945, has now recovered to 90 percent after a set-back due to the
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weather in 1947. Industrial production for the home market has
nearly doubled since 1945 and is now 40 percent above prewar levels.

Consumption has been severely restricted by the Government. Im-
poris are screened to make sure that only the most essential goods
are brought into the country. Almost all food is rationed except
fish, potatoes, and vegetables. People in the cities are getting a much
less satisfactory diet than before the war. Clothing is so tightly
rationed that & man’s quota for the year is used up if he buys a suit
and a shirt. There is 2 general housing shortage and conditions are
very serious in the devastated north. Fuel supplies are so limited as
to cause severe discomfort during the winter.

Restrictions on consumption have succeeded in supporting the re-
construction program in some ways. They have prevented the
unplanned diversion of foreign exchange to satisfy consumers’ needs.
They have been successful in insuring that local demands for recon-
struction take priority over consumer demand, as for example, by
insuring that hydroelectric works are built before houses. But they
have not been at all successful in insuring that people who could not
buy what they wanted would then save their money and invest it in
the reconstruction of Norway. In 1946 there was only a small amount
of spending of past savings by individuals, while there were large sav-
ings by business enterprises and small savings by the Government. In
1948 1t appears that the use of past savings by individuals was so large
that it almost equalled business savings. In effect, net-savingsin that
year depended on public rather than private.action. )

The Norwegian Government is fully aware-of the dangers inherent
in this situation and has used the controls necessary to prevent infla-
tion in a situation where there is full employment, a reasonably satis-
factory relationship between wages and prices, and a considerably
limited supply of consumers’ goods. Prices are little higher than they
wera when the war ended. Prices and: wages are both rigidly con-
trolled. Subsidies have been extensively used to prevent rising costs
from resulting in an upward revision of wage scales. Rationing has
been used to insure an equitable division of available supplies of essen-
tial consumers’ goods.

These contributions by the Government to the reconstruction pro-
gram have not been without their cost. The Government surplus has
only been made possible by heavy taxes, which may limit incentives
to produce and which contribute to the decline in individual savings.
The suppression of inflation has involved the establishment of arbi-
trary controls, and of price relationships that themselves tend to pro-
duce unfortunate consequences. While there is no evidence of a large
diversion of resources to uncontrolled domestic services, there s un-
doubtedly some leakage of this sort. It is possible that consumption
has been so drastically restricted as to encourage absenteeism and labor
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turn-over. There is no-indication as yet that Norway has-been able to
develop an amount of voluntary saving large enough to maintain the
reconstruction program and at the same time to begin a gradual relaxa-
tion of detailed economic controls.

The long-term program of the Norwegian Government visualizes
the completion of reconstruction. by 1952-53. The Government hopes ’
by that time that the investment program will result in sufficient in-
creases of production, so that prewar standards of living can be re-
stored and foreign accounts can be well enough balanced to enable
Norway to live withoubextraordinary foreign assistance.

The magnitude of the program raises serious questions as to its finan-
cial feasibility. The program outlined by the Norwegian Govern-
ment-calls for an average annual net investment of 450 million dollars.
This is somewhat larger than the investment program of 1947 and
substantially larger than the program in 1948. It is assumed that
half of the investment program can be achieved with a surplus of im-
ports averaging about 225 million dollars a year. It is doubtful that
Norway can finance an import surplus of this size-without a substantial
increase in the amount of BCA aid, though part of the surplus can
obviously be financed by ship mortgages and some part might be
financed by further borrowing from-the International Bank and other
SOUTCes.

"Phe program contemplates domestic savings of about 225 million
dollars, so thatabout half of the investment program would be carried
out with domestic resources. Savings of this magnitude might be
realized if private individuals could be induced to spend only their
current income after taxes and could be dissuaded from spending part
of their past savings as well. ~

A second grave difficulty in the program is that it does not appear
to taper off. The only figures presented are averages for the period
1949-52, The program for 1949 and the first half of 1050 will not
reach this average level. Obviously therefore it cannot be assumed
that the program can be carried out in its entirety, unless the invest-
ment program and presumably foreign financing rise in Jater years.
Equally, however, Norway cannot safely plan to be heavily dependent
upon extraordinary foreign financing right up to the period when such
financing will no longer be available.

Tt would appear to be necessary, therefore, to reconsider the whole
long-term program to determine what parts of the investment program
can safely be postponed. The Norwegian Government has indicated
that in.any reduction of the investment program, investment in export
industries will be safeguarded.

A further question is the fdture adequacy of the labor supply. The
Norwegian program anticipates a large increase in the productivity
oflabor and a comparatively small increase in the total size of the labor
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foree. While it does not specifically contemplate any marked transfer
of labor from agrieulture to industry, such a transfer may actually
take place. In Norway, as in other countries, there has been » move-
ment away from subsistence farming; and it may well be that
if means can be found to finance the investment program, means
can also be found-to man a substantially expanded industrial establish-
ment.

‘While there are grave doubts that the long-term investment program
can be executed in its entirety, it should be emphasized that the amounts
involved are reasonably related to the wartime losses, which must still
be made good, and to the needs of a growing population. The program
aims at developing the resources of Norway along the lines to which
they are best suited. Some 40 percent of investment will be made in
industries that will contribute directly to balancing Norway’s foreign
trade. Most of the remaining investment will make an indirect contri-
bution to increased exports or decreased imports, though some parts
that are designed to decrease the need for imports may need to be re-
examined to insure that scarce resources are not wasted in the develop-
ment, of uneconomic industries.

The Norwegian program for 1949-50 visualizes a continuation of
investments in reconstruetion and an increase in production made
possible by past investments. The program is substantially more
modest than the long-term program. It thus illustrates the difficulty
of achieving the goals of the long-term program without a substantial
inerease in-the amount of foreign financing.

1t is estimated that both exports and imports will inerease in 1949-50
by about 50 million to 60 million dollars, The increase in exports in
turn reflects an anticipated increase of about 12 pexcent:in the level
of industrial production as a result of investments that have been
made in the electrochemical and other industries.

In general, increased consumption will absorb only a small part of
the increase in goods and services expected to be available to the Nor-
wegian economy in 1949-50.

In 194950, as in later years, the Norwegian Government will need
to guard against increases in living standards that cannot be sus-
tained after 1952 without extraordinery outside assistance. Con-
sumption standards are, however, so austere in Norway that an in-
ereased supply of goods for consumption may be needed to get maxi-
mum production from present resources. Current expenditures for

*consumption are obviously increasing the inflationary strains that
result from the present investment program. Since the eventual res-
toration of significantly higher living standards depends upon increas-
ing the present investment program, a careful choice will apparently
have to be made between immediate and ultimate increases in lving

" standards.



The investment program in 1949-50 is expected to be somewhat
larger than in 194849, but total figures have not been submitted.
Substantial increases in eapacity are anticipated in cement, nitrog-
enous fertilizers, superphosphates, sulphuric acid, chlorine and
caustic soda, herring oil, and hardened fats. Cotton-spinning capac-
ity and rayon-yarn capacity are being doubled. The merchant fleet
is expected to be back to prewar levels by the middle of 1950. Tt 1s
anticipated that reconstruction of the iron-ore plants at Syd-Varangar
will have progressed sufficiently to permit production at about half of
the prewar level by 1950.

In 1949-50 the Norwegian Government expects to follow basieally
the same fiseal policy as it is currently pursuing. The Government
expects to cover expenditures out of current revenue, as it has in the
past, and will not resort to loans to balance its budget. It will, more-
over, continue its practice of selling savings bonds and, sterilizing the
proceeds as a means of checking consumer outlays on goods and
services. It also apparently intends to adhere to its present practice
of sterilizing the Norwegian kroner proceeds of loans and grants
obtained abroad. -

While anticipating that the over-all deficit in the balance of pay-
ments on current account will decline from about 211 million dollars
equivalent in 194849 to about 188 million dollars equivalent in
194950, the program submitted by the Norwegian Government eon-
templates a large increase in the dollar deficit. Certain adjustments
in the program will, however, be necessary. For instance, steel im-
ports have had to be cub because of limited availabilities. The value
of imports of petrolenm and some agrieultural products has been
somewhat overestimated because Norweglan price assumptions were
too high. Altogether, import reductions of about 28 million dollars,
of which approximately 24 million dollars are from the dollar area, can
probably be made. Certain adjustments have also been made in the
capital account. The net vesult of all of these adjustments is to reduce
the total dollar deficit for 1949-50 from 131.8 million dollars as esti-
mated by the Norwegian Government to 105.1 million dollars as cur-
rently estimated by the BCA.

TCA. estimates that the need for TCA dollar aid in 1949-50 will
therefore amount to about 105 million dollars of direct dollar aid.
While the indicated amount of dollar aid still is larger than the 84
million dollars recommended by the OEEC for 194849, it is modest
considering the fact that 30 million dollars was available in 194849
from. the Export-Import Banlk eredit and that virtnally none of this
credit will be left for use in 1949-50. -

The amount of assistance that will be needed in the form of net
drawing rights cannot be estimated before the OREC studies the
amount of the deficit with participating countries that can be financed

7



by shipbuilding credits and other means. In 194849 Norway has
indirect assistance in the form of net drawing rights amounting to
31.8 million dollars equivalent. On the basis of available information,
it seems possible that in 1949-50 Norway will require less indjrect
aid than in 1948-49. However, it is to be remembered that in 1948-49,
Norway used an advance of 10 million do}ars in Belglan francs from
"the International Monetary Fund to finance the Norwegian deficit
with Belgium.

In view of the excellent postwar recovery record of Norway, it has
been estimated that ECA direct dollar aid of 105 million dollars may
be applied effectively to increase investment and production as a
further step in the direction of economic viability.
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PART 11

Chapter I. Analysis of the Current
Situation

A. CONSEQUENCES OF THE WAR

Norway’s need for economic assistance is primarily attributable to
heavy war losses. The most serious blow to Norway’s international
pésition was the reduction of her merchant marine from 4.9 million

tons in 1939 to 2.7 million tons at the end of the war. This critically
- reduced Norway’s ability to pay for essential imports. Before the
war about one-third of Norway’s imports had been paid for with net
receipts from shipping; the much reduced tonnage could not possibly
carn foreign exchange to the same extent. Insurance payments in
foreign exchange received for ship losses' during the war have been
estimated to cover only 40 percent of war losses.

There was also-considerable destruction within Norway. The prin-
cipal iron ore mine and concentration plant was destroyed and a large
portion of northern Norway was completely devastated by the scorched
earth policy the Germans adopted in the retreat through Finnmark.
Comumereial and household stocks were reduced by almost half, and
there was substantis]l damage to industrial buildings and equipment.

Tt has been calculated that the real capital loss during the war
amounted to 5.8 billion kroner at 1989 prices, or 18.5 percent of esti-
mated total real eapital in 1989. The principal losses of real -capital
at 1939 prices are estimated as follows: buildings, 1 billion kroner;
ships and boats, 1 billion kroner ; stocks, 1.4 billion kroner samachinery
and ‘equipment, 0.6 billion kroner; and movable property and furni-
fture, 1.3 billion kroner.

Tiven apart from the movable property and furniture logs-which
affects the comfort of living more than it doesproduction and without
regard to further miscellaneous losses of about 0.5 billion kroner, war-
time destruction and conswmption of productive capital closely ap-
proximated a full year's. production of goods and services. It has
been estimated that at present prices it would cost 10 billion kroner or
about 2 billion doHars to make good wartime losses of real capital.
This estimate may be entirely too low, because it is based on the rise of
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wholesale prices in Norway to 1.7 times the prewar level whereas im-
port prices have nearly trebied. The value of ship deliveries has
already exceeded the estimated cost of replacement and yet the flect
15 still 10 percent below the prewar level.

These wartime losses could not be made good without a substantial
Increase of imports. For example, Norway does not have shipbuilding
Tacilities to rebuild her merchant fleet and it could be restored only by
ordering ships built in foreign yards. Since there was no possibility
of correspondingly increasing exports, this means that as a result of
wartime losses Norway has had to face a serious deficit in her foreign
Payments.

In particular, Norway’s position vis-i-vis the Western Hemisphere
has seriously deteriorated as compared to the prewar period because
of the disruption of international trade resulting from the war. Be-
fore the war Germany and other European countries were important
sources of Norwegian imports and the receipts in sterling from Noz-
weglan shipping enabled Norway to pay for an excess of imports from
other areas. With the virtual disappearance of Germany as an
important source of imports and the reduced availability of supplies
from other European countries, Norway has been compelled to dravw
much more of its imports from the Western Hemisphere, especially
from the United States. Exports to the Western Hemisphere have
inereased only slightly so that there has been a. large import. surplus
with the Western Hemisphere. Whereas in 1988 ¥ orway had a cur-
rent account surplus with the Western Hemisphere of about 20 million
dollars, in 1947 the current account deficit with the Western Hemi-
sphere was 170 million dellars. Some improvement Tas taken place
in 1948; the deficit with the Western Hemisphere on commodity trade
in 1948 was about 54 million dollars less than in 1947, but the deficit
in commodity trade alone still amounted to about 150 million dollars,

Hurthermore, a current aceount surplus of at least 15 million dollars
with the sterling area in 19388 had changed to a current account deficit
of 87 million dollars in 1947.

Onse other factor which is adding to the foreign exchange difficulties
of Norway is the failure of net shipping receipts per ton fo rise as
much as import prices. The commodity terms of trade of Norway
have not deteriorated to any significant degree, but the failure of net
shipping receipts per ton to rise as fast as import prices has sericusly
interfered with Norway’s ability to pay for her imports.

B. SUMMARY OF RESOURCES AND USE OF RESOURCES

Norway has shown a remarkable degree of recovery since the war
in spite of the heavy war losses. The rate of investment has been
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high and consumption has been sevevely restricted.” The following
table summarizes the total available sources and their allocation in the
prewar and postwar period. -

TaBrg 1—Norwegian total resowrces® ond allocalion -of resources, prewar and

postwar
[n mllions of kroner, unadjusted for price changes]
1938 1939 194@ 1047 | 18483
A, Total'resources:
Gross national Product. cmeeec o ccccccmm e 4, 518 4,523 gor2 | 9,153 8,086
Tmport () or export (—) surplus of geods and :
Pt Lo S —164 1 4747 | 41,331 4966
EOtAL memcecmmssmmarssescmeme————-———ea s 4,354 4,887 9,019 10, 484 10, 052
B. Use of resourees® ! Iam——
Depreeiation, allowanes oo oeemmm————— 482 535" 1L500 §  L,57|  1,643
Net mvestment- T ‘
Publ 50 225 {' 571 428
» Bo5 1,000 1,575 1,142
Subtofal e mmmm—m————— . 3,872 - 605 1,225 2,146 1,570
Consumption.
Pubbe.. . iememmm———————— 456, 1,438 1,129 1,002
54 w12 SO 3,208 4, §56 5,630 5, 837
Subtotal. . eeimcmsssee——— [, 3,747 6, 294 B, 759 6,839
Total. o eneecmecammmr—mrrm— e e e - 4,351 1, 887 9,010 10, 484 6,830
Net national produet. . ceceececcmeccccumccccmaean 4,035 4,393 6,772 7,874, 7,443
Not additions to wealth (net investraent minug
import Surphas) o na 564 478 Si5 604

1 The smputed value of unpaid work of-housewives 15 excluded from the original Norwegian figures In
sorder to make them more nearly comparsble with figures shown mn other eountry studies .

¥ For 1848 the original January budget estimates are shown exeept that the actusl figures for the import
surpius have been nsed, and the mcrease in total resourees above the orignal estimate dwrectly attributable
to the inereased imports has been allocated pro rata to conspmption and investment. Itisnow belioved that

partly as a result of ECA aid the grossnationgl produet in 1948 will be abont 6 pereent higher than onginally
estimated or about 0.6 billion krener. The inéreased lovel of mports not only added directly fo resonrces

available but mgde possible a much lerger inerease in national output. All of the postwar gross national
product estimates furthermore are heing revised upward. Census data which has recently become avail-
able fof 1946 ndieates.the need of sn upward revision, ‘The revised estimates will be more comparahle
with the prewar data.

Source Department of Commerce of Norwegisn Qovernment, National Budget Offico. The figures on
additions to wealth have been eompaied, "

Tt is difficult to compare the prewar and postwar levels of gross
national product. No attempt has been made to adjust all of the
estimates for price changes. Wholesale prices in 1948 are almost
1.8 times prewar. If the level of wholesale prices can be used as a
rough guide it appears that gross national product in 1948 will be in
the neighborhood of 10-to 12 percent-above the average for 1938 and
1989. Net production after allowing for depreciation is about § per:
cent higher, while population has increased about 8 percent. i

The substantial eontribution of the import surplus to the availabl
resources since the war con be seen in table 1. On the average from
1946—48 the import surplus has contributed roughly 10 percent of the
total available resources. The importance of the import surplus to
the net investment program is also seen in. table 1. For the years
1946 to 1948 the import surplus has accounted for 60 percent of net
investments as compared to 40 percent from domestic savings.

824656493 11 .
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"The distribution of total resources as between net investment, con-
sumption, and depreciation may be seen from the following percentage
calculations based on table 1. The revised 1948 data are expected to
show a higher percentage of net investment in 1948. The percentage
of net investment to the net national product in 1947 and 1948 is very
high and could clearly be achieved only because of the large import
surplus. Net additions to wealth after talking account of the import
or export surplus averaged nearly 13 percent of net national produc-
tion before the war, while the corresponding proportions for the post-
war period are 7 percent in 1946, 11 percent in 1947, and 8 percent in
the budget estimates for 1948.

Tanis 2—Allocation of resources io invesiments and consumption

1939 1048 1047 1948
A, Percentage of total resources:
Net domestie investment. . __.._ _______________________... 12 14 20 16
CONSUIDEION . o oo oo e e e am ettt e ama 77 70 65 o8
Deprecistion. e 1m | 16 15 16
100 100 100 100
B, Percentage of net national product:
Net domestic investment ..o e om e 14 18 28 21
CONSUMPLION_ _ .. ec ;e e e e cmmm e e e e o a5 93 89 92
Net export (4) or import (—) surplus. . 1 —~11 -~17 —13

Soures' See fable 1.

C. PRODUCTION

Production in Norway has increased to more than prewar levels.
However, the expansion of output has been much greater in some fields
than in others. "In particular, increases in production for the home
market have been larger than increases in export industries. The
latter have generally not recovered to prewar levels, partly because
wartime destruction affected them more than it did industries pro-
ducing for the home market. '

An analysis of the gross mational product data for prewar and
postwar years is presented in table 8. As shown in the table, the
gross national product in 1948 is estimated at 9.6 billion kroner as
-.compared to an average for 1938 and 1939 of about 4.5 hillion kroner.
The revised estimate for 1948 is 6 percent higher than the original
budget estimate. This increase is attributable partly to an unes-
pectedly good harvest and fish catch and partly to ECA aid, which
actually arrived only in the last 6 months of the year.

Indices of the physical volume of output in the major sectors are
presented in table 4 and show great differences as between the various
sectors in the degree of recovery. While construction, industries
producing for the home market, and fisheries were producing at rates
more than 25 percent above prewar in 1948, the output of shipping,
the export industries, agriculture, and forestry, were all below prewar
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maBLE 3-—Gross netional product by major sectors (in millions.of kroner, unad-
justed for price changes)

Origingl | Revised
1938 1939 17  |estunate, |estmmate,
. 1948 1048
Agriculiure... —————em 373 307 725 Fiiv) 893
L) {01 7 ok 141 103 368 429 408
FIshing. . cccereeecamemame B i 260 234 292
WhallBg .o e 58 41 262, 229 207
Industry and electrici{yo.anaa- 1,470 1,037 2, 858 3,023 3,131
Brildmg and con5tretloN. e cme e e eae — e —mam e oo 248 bl 801 739 765
Shipping. o mmmeemcme—eamanm————m e —ma 448 570 v (86 830 763
Qther communications oo ameeanee - 202 215 716 718 716
L TP PR 543 60l 1,288 1,066 1
Other i cecenemca—smeseem————————————em = e m——— 701 738 1,153 1,048 1: 136
b 'CT 7 - 4,277 £, 680 0,086 9,085 0, 613

Nore~The imputed value of unpaid housework has been excluded in the above estimates. Both in
1647 nnd in the revised 1948 estimates there ore revisions which could not be taken ints account in tablal.

Source : Department of Commerce of the Norwegian Government, National Budget Offce.

levels. Both shipping and the export industries have recovered sub-
stantially since 1946, however. In general,shortagesof raw materials,
war losses, and inadequate production capacity are largely responsible
for low levels of production in the export industries. The reduced
output of shipping clearly is a divect result of war losses, and the
recent increases reflect the rebuilding of the fleet which placed so
heavy a strain on Norwegian resources after the war.

TABIE 4.~-Tndices of volwme of output dy maejor sectors

[:838=100]

1845 1046 1047 | BSfimale
0 1011 (21 ) 3 TSR E P P ‘ 5 88 80 |- o
FOrestry o oeia . 67 85 o4 98
Fisheries. mmmre —ccemmm—em e mmmmme e mmeam - 68 79 100 127
Constriehio v ceeccccac e mmm—r s mamem e 130 149 172 158
Industry a8 8 Wholeaua o cve oo e amem s maaa e 85 06 108 |- 124
Todustries producting for home market. .o cccamemmcmeamar—— 74 100 121 140
Eaport industres oo o ee e e oo em e ' 45 68 | 82 o1
L) o T 55 60 72 g0

Soures. See table 3.

Not only is there a sharp divergence between the average rate of
recovery in the industries producing for the home market and the ex-
port industries, but the rates of recovery of individual industries
within the two groups vary greatly. In table 5 indices of production
in certain major industrial groups are presented. In general, pro-
duction in the mining, chemical, pulp and paper, and canning group
is. largely for the export market. With the exception of pulp and

“paper each of these groups is below prewar levels. In the case of pulp

and paper the rate of recovery shown is much-higher than the rate of re-
covery of pulp and paper exports. This reflects the increased home
consumption of paper, to a large extent, as a substitute for textiles;
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pulp production is still below prewar levels. In the mining group
iron ore lags far behind other minerals because of wartime destruction.

Tapre 5 —Industrial production indices

[1938=100]
I untt;nry Tul Autgust
hig 0
1945 1946 1947 June 1948 Qctober
1048 ! o1

Mining and metal extraetion______________ 20, \ 62 70 78 53 | $0
Iron and steel mAanufaciUre oo vecameeeeaae 102, 139 I60 177 85 173
Chemieal and electro-metallurgical _______ 7 04 98 95 103 194
Pulp and paper_ e oot 38, G 86 o7 75 106
Textiles e 62 86 108 120 44 131
Shoes. o memmmmmimm e eeen 72 05 a8 114 32 118
Canning 7l 76 a7 129 88 74
Other food -processing industries. - eemaa-_|, 81 114 ny 12 110 11

1 The index for October is 64 a5 & result of the Heroya strike.
Sonrea: Central Statistieal Offee of the Norwepian GQovernment,

In table 5 the rate of output in 1948 is shown separately for the first
8 months, for July, and for August to October. The decline in July
is the result of the universal practice of taking holidays in the summer.
The Norwegians are traditionally keen sportsmen and take advantage
of the summer sun after their long and dark winters. In 1948 the
decline was especially sharp as a result of-the law guaranteeing a paid
vacation period of three weeks for every worker. The fact that such
a large proportion of the people take their holidays at the same time
means g virtual stoppage of production in some lines. There has been
considerable discussion recently of the need for some staggering of
vacations to prevent the interruption of production. It is believed
that the government will make every effort to find some solution to this
problem. -

The fact that the vacation peried has been increased to three weeks
can be considered as a separate problem. The wisdom of this increase
under present conditions has heen seriously questioned. It must be
realized, however, that the psychological effects of the war and of the
uncertainties of the future are very strong in Norway. Furthermore,
there has been only one important strike ih Norway and the absence
of strikes is partly attributable to the increased vacation period. As
long as the supply of real goods, including housmg, 15 so restricted,
the degree of importance attached to vacations is bound to be a.bove
normadl.

The effect of the Heroya strike is seen in the index of chemieal and
electro-metallurgical output, which fell to a level of 64 in Qctober.
The strike involved about 1,800 workers and lasted 6 weeks. Tt was
condemned by both the labor unions and the government, and the
leaders of the strike have been expelled from the union.

An-important factor limiting the expansion of output in N OrvwAY
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is the scarcity of manpower. There is full employment in Norway
and substantial unsatisfied demand for additional labor in most
fields. On October 1, 1948, 3,000 workers were registered.as unem-
ployed .as compared to 4,700 on October 1, 1547. In the summer
of 1948 three times ag many vaeant jobs were registered as the number
of registered persons seeking employment. Industry is on a 48-hour
week but there has recently been some pressure for a shorter work
week. The ease with which new employment can be obtained, the
searcity of consumers’ goods, the very high income tax rates, and
uncertainties about the future combine to produce an environment
in which there are not strong enough economic incentives for con-
tinuous work. Absenteeism has been high although some decline has
taken place In 1948.

B. CONSUMPTION

The Norwegian government has definitely adopted the policy of
keeping consumption at & minimum in order to'speed-up the-recovery
and investment prograims.

Despite large increases in production for the home markets, con-
sumption has not regained prewar levels and the government does
not aim to.achieve prewar levels of consumption before 1952, Both
domestic production and imports have been channelled as largely as
possible to investment rather than to consumption. Indeed consump-
tion has been so drastically controlled that many people feel that the
most effective méans of further raising production would be-to increase
the availability of housing, testiles, and higher grade foods.

However; the efforts of -consumers to spend not only 'their current
income after taxes but also: their. past savings has created serious
strains: ‘Wages have kept up with prices and thers has been some
shift from low-wage to high-wage employments. In effect, consumers
are taking whatever quantity of goods and services government policy
and domestic resourees.permit them.to ‘buy.. )

There have been-substantial distortions in the pattern of consump-
tion. In the aggregate consumers’ expenditures even on a per capita
basis are not far below prewar levels, but consumers are not able to
buy the kinds of goods and.services. that they really want. In effect
they are getting-movies in place . of meat, radios in place of fuel, vaca-
tion trips instead of clothing. Against the background of wartime
losses of houseliold possessions and years of madequate Supphes this
situation is especially serious.

The consumptlon of almost all foodstuffs other than fish, potatoes,
and vegetables is strictly rationed and is less than it was before the
war. Inthe cities at least, it is.often difficult to obtain the rationed
quantities. The consumption of the -higher quality foods by the
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farmers themselves has risen compared to prewar. In table 6 per
capite consumption of all important foodstuffs other than fish is
shown. Milk and butter which are rationed are above prewar levels.
The goverrunent has aimed to increase milk consumption at the ex-
pense of meat consumption. Buiter, which is domestically produced,
has not offset the loss of margarine. The Norwegian government
estimates that the calories consumed per person are still below the
prewar level, but makes no estimate of the precise level. It is clear
1n any case that there has been a substantial shift away from higher
"quality foods as compared to prewar.

TaABLE §,—Indices of per capiim consumption of certdin foodstuffs

[1638=100]

146 1047 1348 1p18 1947 1p48
47 52 61 || Cheese_________.________ 5 65 7
G4 60 G | Fruibe e ecccemeeea 103 75 81
g2 86 68 || Flour and bakery goods__ ai 08 8D
70 72 70 || Potatoes 109 105 103
50 64 74 |{ Buiter..... i 103 108
48 68 B Mk 112 107 109
93 86 77 || Vepstables 103 103 145

Bource: The Norweglan Government memorandym on the long-torm program excopt for revised esti.
mates by Norwegian Depariment of Comimerce for consumption of vegetables and frunt in 1048.

For other types of consumption the best available estimates are
those shown in table 7. Price changes since 1946 have not been large
enough to cloud the comparison. As has been noted, the consumption
of most foodstuffs is below prewar. The consumption and prices
of alcoholic beverages and tobacco are above prewar, however, which
accounts for the higher levels of expenditures in the group as a whole.
These commodities are not rationed but are taxed heavily and are
an important source of government revenues. The govermment be-
Lieves that the present level of consumption of tobacco is necessary for
morale.

The fact that the sales of clothing, textiles, and footwear are below
prewar means a very low real standard of consumption. Personal
and household stocks are at low levels due to their serious depletion
during the war. Textiles are strictly rationed and it is difficult to
buy even the rationed quantities. The existing rations permit a man
to buy one suit and one shirt per year. The purchase of underwear,
stockings, or any-other item of clothing must be at the expense of
the purchase of the suit or shirt. Women’s clothing rations are
. equally Jow. The purchase of houschold testile supplies, further-
more, must be made at the expense of these minimum clothing rations.

Furniture sales appear to be well above prewar levels and other
domestically produced durable goods appear to be at about prewar
levels. This situation was. already foreshadowed in the production
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statistics. In interpreting these figures it is necessary to remember
the wartime removals by the Germans and the absence of goods
from the markets for 5 years.

The only large group in which postwar consumption is importantly
above prewar is the miscellaneous group. This presumably reflects
increased: travel within Norway, increased attendance at movies and
theaters, and increased use of restaurant and hotel facilities. Some
diversion of resources to those fields has undoubtedly taken -place
but there has been little or no increase in the actual movie, restaurant,
or hotel facilities. Because of the unavailability of real goods on-the
market the consumption. of entertainment services, which are heavily
taxed, has been the only outlet.

TABLE T—FPrivate consumption

[ millicns of kroner]
- N&g’;’;‘eg;e' 1047°(1947 | 1048 (1948
(1846 pricesy;|  PTIeCS prices)

Food, beverapes, and t0Dace0. cav oo eimcmaa e S ¥ 2,707 . 2,870 2,900
Clothmg, textiles, and IooI;Wea.r-__ — —— 1,322 1,250 050
.......................................................... 362 320 320
Fu ..................................................... 143} 100 90
Radm, g] ass, ehma, | e3 (a2l - R S, 135 130 130
COTPEC 0N e e e dam s m—— ——————————————— 21 1 VS S
e 7 PO 4,600 4,670 4,390
Deduction for publie congumption . e e cm e n. &, 0l . 100
Private consumption of above artieles. o coooe o R 4,570 4,290
Servies of AwWelllBES  moe e em e wm e 455 500 505
WISCEl A0S, ce e v o e mtmem s am ez m o mam e = - 600 695 744
Upaccounted for—adjustment to sctual impors sUrplis. mmeem ol ccceucncanaaa —35 4208
Total private consumption. cameaeme—eee oo 5,630" 5,837

Source. Department of Commerce, Mational Budget Offica.

E. GOVERNMENTAL USE OF RESOQURCES

The Central Government has been making every effort to reduce
its consumption of goods and services since 1946 and its success In
so doing is reflected in the substantial:decline in Grovernment consump-
tion. Such expenditures are still somewhat higher than they were
before the war, Norwegian figures for governmental consumption. of

- goodls and services include the estimated imputed value of the services
of nonbusiness public capital such as roads, schools, hospitals, etc., as
well a& the value of all goods and services purchased by the Grovern-
ment for otherthan investment purposes. In.table 8, summary data on
governmental use of rescurces are. presented for cenfral and local
govern.mental bodies combined.

The most striking feature of these figures is the large increase in
Goverpment investment. This net investment was shown in table 1
and is included within the totals described in the following section.
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TABLE 8 —Fovernmental nge of £esources

[In mulions of Xromer, tmadjusted for price changes]

1939 16 1947 1948
Government net Investment . - oo oce e e meemeeeee 50 225 571 428
Government CONSUIN PEMM cuaam e o oo ke 450 1;433 1,120 1,002
B S, 508 1,663 1,700 1,430

Bouree: See table 1.

While there is no break-down for net investment as such, the distribu-
tion of Government investment activities can be shown in terms of
gross investment. Gross investment (other than in business enter-
prises) by central and local governments averaged 447 million lcroner
in 1947 and 1948. The bulk of this is accounted for by gross invest-
ments in roads, water works, and harbors averaging 175 million
kroner, and in defense works averaging 161 million kroner. Gross
mvestment in governmental business enterprises averaged 417 million
kroner per year, 170 million of which was in electric power plants, 173
million in railways and streetcar facilities, 64 million in post, tele-
phone, and telegraph facilities and 10 million in other enterprises.

F. INVESTMENT

The heart of the Norwegian recovery effort has been an investment
program to male good war losses, to increase exports and to decrease
the need for imports. It has controlled domestic production policy,
as is evident from the figures for the construction industry in table 4,
and imports, 2s has been indicated in connection with discussion of the
rebuilding of the merchant fleet. The need for a high level of invest-
ment has also dictated (overnment fiscal policy and the controls which
have been exercised-over consumption and prices.

Net investment, as was shown in table 1, amounted to 1,225 million
Icroner in 1946, 2,146 million kroner in 1947, and 1,570 million kroner
in 1948. In these 3 years net investment has amounted, therefore, to
4.9 billion kroner. Since these amounts do not include investrent in
furniture and personal movable property, they must be compared with
the estimated real capital loss during the war, excluding these items,
which is 4.6 billion kroner at 1939 prices. At prevailing Norwegian
prices restoration of the 4.6 billion less would involve an investment
of at least 7.8 billion kroner, but this is probably, toc low an estimate
in view of the much greater rise in import prices and the dependence
on forelgn machinery and shipbuilding. Therefore, lieavy as the in-
vestment program has been, less than 60 percent of the war loss has
been made good.

Although the restoration of war losses is far from complete, by
the end of 1948 the net investment program had succeeded in restoring
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a substantial proportion of the war losses in cerfain sectors. The
merchant fleet Was approximately 4.4 million tons at the end of 1943
as compared to 49 million prewar and 2.7 million at the time of
liberation. During the war 7 out of the 12 floating whaling factories
were lost. A fleet of 10 whaling factories is now in operation, having
approximately the capacity of the 12 prewar factories. The feet of
smaller whaling boats serving these factories has not been completely
restored, however. In fishing, a substantial proportion of the war
losses have been made good. Hydroelectric capecity has been in-
creased to o leve]l somewhat above 1938. In the mining industry the
reconstruction of war damage is far from complete. The progress
in industry has varied and stocks are still far below the prewar Jevel.
Only about half of the 12,000 houses destroyed. in northern Norway
have been replaced but for the country as a whole, the-construction of
new houses has exceeded the number destroyed. There is.still a severe
housing shortage, however, due to the inerease in ‘population.

-« In table 9 a break-down of total net investment by major fields in
1947 and 1948 is presented. As mentioned above, the fotal for 1948
will be somewhat higher when revised figures become available which
tale account of the increase in output made possible by the increase
in imports. Shipping has been the largest single field of investment
in both years, accounting for more than-a third of the totalin 1948.

TaBLE 9 —Net investment

Prelumnary 1047 Estimated 1948
\ In rmllions | In rillions| In millions| In mllions
. of kroner | of dollars | of kroner | of dollars
Agreuliure e s e meamcm e o mmmmammmmar —— e o e 47 g4 8 156
aresiry. 20 40 12 24
Fishenes. 21 42 50 |- 10,0
TWhaling a0 10.0 35 7.0
TS Ve e e e mem pmmme mmmmm e mm e mmrm — o —m o e 230 46 0 230 46.0
Fleotrieity . _____ o mm——m s m——————— 125 25.0 130" 26.0
Bhppmg- . ____ I e ———————— 563 112 G 565 113.0
Inland commumeations and transport oo 204 58 8 167 33 4
Trade and finance. . ._cuaeaee - 20 4.0 10 2.0
"Stoeks in trade and industry._._ - 300 800 --100 —20.0
Hotels and restanmants . _____ - 12 24 11y 22
Honsing. e e —— 250 50.0 220 4.0
¢ D OIS e e e e e e m - ————— e i ——————— 160 32.0 55 110
Central and Tocal admmstration. _ eeeeceeeescmcemceua|! 6 L2 4 68
Miseellaneous, schools, hosPita]s, piablic ntilities, ete__ 59° ns 45 9.0
Adjustment due to actng! leva of wmports 1o excess of
eSbITATE L ue o iiemieremsmemcc————caiussssmem————— -11 -22 58 1L.6&
Total e ——— W 2,146 429.2 1, 570 314.0

Source: Department of Commerce of N'nrwegian Government, Nafional Budget Office.

G. EXPORTS AND. IMPORTS

Summary table 1 on use and allocation of resources showed only the
net import or export surplus on account of goods and services trans-
actions, asit added to or réduced the total goods.and services available
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for consumption or investment. Table 10 shows the development of
exports and imports of goods and services as compared to prewar. In-
this table shipping receipts are shown on a net basis, i. e., gross ship-
ping receipts minus expenditures abroad of shipping companies.

TABLE 10.—E2ports and imports of goods and gervices*
[In millions of dollars, unadjusted for price changes)

Estimat-
1938 1939 1047 1048 of 1040
EXFPORTS OF GOODS AND SERVICES
Commodity experts (f.o. b2 _____ 101 7 187.5 360 ¢ 4100 434 0«
Shap exports. e e 98 81 18.0 10 0 14.0
Net shippmg recelpts.. . __ 103 9 nzi1 140 0 158 0 166, 0
Other services ... . & 3G.1 302 43.0 44.0 45 0
) 341 4 337.9 861, 6 622.0 G650 0
IMPORTS OF GOOD3 AND SERVICES
Ordinary cornmodity imports e 1, £.) oo oo oo 254.1 286.1 614 2 602.0 635 0
Defense imports. . ... - N PV 2L0 23 6 1.0
Ship IMPOIts. o ceeeccmeaaiae oo P - 368 316 149.2 1412 150 8
Imports 0f SELVItES o e e e e &0 11.6 43. 4 45 4 50. 0
Total e o 300.0 328 3 827.8 815.2 8618
Burplus of exports (<4 ormports (). ___________.| 414 +8.7"] —2062| —103 2 —202 8§

! Diges not include purely Anancisl transactions, i. o., mterest and mmortizetion and dividends pay-
ments snd receipts. ,
2Inelinding whale ofl direct from the whaling grounds, .

Source: Department of Commeres of Norwegian Government, Meiional Budget Office. Eroner fipures
in source have been converfed to dollars and are showr. in annex F.

Imports into Norway are strictly controlled. The volume of im-
ports-other than ships is about 97 percent of prewar. Such imports
rose from 78 percent of prewar volumes in 1946 to 104 percent in 1947,
dropped sharply to 86 percent during the first 6 months of 1948 in the
face of a growing shortage of hard currencies and have since recovered
by virtue of ECA aid. The nature of these imports is shown in

greater detail in table 11. .

TasrLe 11.—Velue of principal imports: C. I. F—Unaedjusted for price changes
{In multiong of dollors] :

Annusl raie

1932 1045 1846 7 1848 (Jan.—

Sept )

1. Food__ e 071 e 70,2 80 2 101 6
2. Chemicals. .~-—- 14 2 88 26 28.8 3.4
3. Texfale produets_. .. e 30.2 1O 5.8 92.4 63.4
4. Wesnngapparel _______________________ ... 0.5 3.0 10 4 312 7.2
I ) 42.3 23.0 49.2 73.6 18
6. Oresand metals sl 5l 4 4.6 55.8 1.8 105 6
7. Machinery, equipment (excluding ships). ... 381 98 44 0 8.6 1.4

8. BhIpS e e —ae 3L6 33 4 50 6 149 2 1141
0. Others, including defonse imports..__ ... 50.5 3L.2 86 8 132.6 152 2
Total. —— - 7T 241.2 439.4 784 4 766 8

1 Based on con{ract delivery daies, not Janusary to Scptembar imports,

Source: *Central Stafistienl Omgfo of the Norwegian Government, monthly snd annt1al publications,
Originel kroner Agures are shown in annex F. ‘
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Before the war Germany and other European -countries were the
principal suppliers of Norwegian imports. Germany is, of course;
no longer an important source of imports and other European coun-
tries are not able to export to Norway on a scale comparable with- pre-
war. Asa result Norway has been importing much more from the
Western Hemisphere since the war. Hxports to the Western Hermi-
sphere have been increased somewhat but they are very -small com-
pared to imports. The commodity trade deficit with the Western
Hemisphere in 1947 amounted to 204 million dollars as compared to
98 million dollars in 1938. In 1948 imports from the Western Hemi-
sphere have been cut and the commodity trade deficit may be reduced
to 150 million dollars. . ' _

Trade between Norway and Eastern Europe has increased since
before the war. Fastern Buropean countries have been willing to
export grains and other essential products, which Norway would
otherwise have to-buy in the Western Hemisphere, in exchange for
Norwegian exports of fish and fish oils. They have to some extent
replaced Germany as a market for Norwegian exports. Exports to
sastern Burope. (including Finland) have increased from an average
of 7.4 million dollars in 1988 and 1989 to 37.1 million dollars in 1947
and an estimated 60 million :dollars in 1948. Imports have also in-
creased: from an average of 15.6 million dollars in 1938 and 1939 to
87.5 million dollars in 1947, and may exceed 60 million-dollars in 1948.

A decrease in the volume of exports, o decrease in merchant-ship-
tormage and a greater rise in the price of imports than of ocean freights
are the three factors that are responsible for turning.a prewar surplus
into a postwar deficit on the foreign account (table 10). The role of
ship-imports in causing this deficit has been noted. '

It is difficult to exaggerate the importance of shipping to the Nox-
wégian economy. Even before the war Norway had a commodity
import sarplus. The gap was closed by net receipts from shipping
which paid for nearly one-third of the imports in 1938 and 1939
Today they pay for only about one-sixth and, even excluding the
extraordinary imports of ships, they cover only about ong-quarter
of the imports of goods. The reasons for this are the smaller
size of the fleet and the greater rise in import prices than in shipping
rates. In table.4 it was indicated that shipping, which was down
60 percent of prewar volume in 1946, is still- only 80 percent. Be-
yond this, however, the failure of net shipping receipts per ton to
rise as fast as import prices has seriously interfered with Norway’s
ability to pay for her imports. The foreign exchange cost-of operat-
ing and' repairing Norwegian ships has risen more rapidly than
freight rates, and freight rates themselves have risen less than import
_ prices. On the average, for the first 10 months of 1948, the index of'
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import-prices (1938=100) hasbeen 305, while the index of net shipping
receipts per ton (1938=100) is 211.

With respect to commodity trade proper the terms of trade have
not moved against Norway. For the first 10 months of 1948 Nor-
wegian figures indieate that prices for exported goods had advanced
over 1938 levels to the same extent as prices of imports. Since July
export prices have risen while imports have declined slightly.

On the other hand the physical volume of exports has been definitely
and persistently below prewar levels. It rose between 1946 and 1947
from 61 to 81 percent of prewar volumes with a further rise to 85 per-
cent in the first 6 months. of 1948. As a result of the summer vaca-
tion pohc}r and the Heroya strike, discussed above, it fell to 65 per-
cent in July and to an average of 78 percent for the 3 months of
Angust through October. -

Before examining the volume of individual exports-as compared to
prewar, it may be useful to get an over-all impression of the relative
importance of the major export industries. The value of the principal
exports in 1939 and in postwar years is presented in table 12. In
1939 fish products, fats and oils, and timber and wood processing
products accounted for roughly 50 percent of total exports. These
three groups of exports have reached roughly three times their pre-
war value in 1948 but the-other groups have failed to do so. The rela~
tive importance of fish, fats and oils, and timber products has in-
creased, therefore, to almost three-quarters of total exports in 1948.

TaBLE 12.—FValre of principal commodity exports

[Unndjusted for price changes. Tn millions of dollars]

Annual

. rate Jan-

1930 1945 1945 1947  {uary-Sep-

fember
1948

1! Food, mamly fish and ﬂsh products e 3.6 16 8 66.8 80.2 95 0
2. Feedstufls, fatsand o1ls L. oo .. 249 14 2.8 680 §5.8
3. Chomicals and fertilzers. o oo\ memeee 191 16.0 2.8 26 8 25. ¢
4. Timber and'timber produets, pulp and pagper.____ 4.7 124 68. 4 100 8 120.3
§. Oresandmelals ____ . _________________________ 46 & 10.4 o 8 48,2 628
6. Machmery and equipment, msinly ships. . .____.. 48 8 9,2 21-8 14 4
T OtBErS e e e 18 0 T4 15 4 3.8 14 8

B\ 106.0 G5 2 247.2 ams.6 | 420.0

! Including whale o1l direet from {he whaling gronnds.
Souree Central Statistical Oilice of the Norwe.lgnn government, monthly and annual publications. Ogr-

ginal kroner figures are shown in Annex I,

Some exports are running above prewar volumes. This is'notably
true of fish, paper, pig iron, and ferro-alloys (anmex table D). Ex-
ports of fish in 1947 and 1948 have been in general above the 1938
level. In 1948 there was an exceptionally large herring catch. ‘The
increase in the export of paper reflects a policy of exporting as far
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as possible the more highly fabricated product rather than pulp-wood
" or pulp. ’

With these exceptions the volume of exports of the principal com-
modities is running below the amounts exported by Norway in 1938.
There appear to be two reasons that explain the lag in exports. Liow
levels of production account for low exports-of iron ove and pyrites.
High levels of domestic use are responsible for the small exports of
timber, fish meal and fish oil. A combination of the two factors
appears to be operasting in the case of woodpulp, aluminum, and
electrochemical products.

The degree of recovery in mining has been very low. The negligible
output and export of iron ore is attributable to the wartime destruc-
tion of the main iron ore plants at Syd-Varanger in northern Norway.
Production and export of pyrites are also well below prewar partly
because existing mines have passed the peak of their production.

Domestic consumption is competing for some Norwegian products,
notably those that can be substituted for goods that were formerly
imported. The substitution of Norwegian paper for imported testiles
has already been noted. Fxports of fish meal and fish oil have not
fully recovered, partly because of increased home consumption of
lower-grade oils to make up for lower imports of foodstuffs and oils.

The Norwegian export of timber is heing Imited by the domestic
investment. program. Exports of timber products are being re-
stricted largely because of the greatly incressed home consumption
of timber for the construction of dwellings and plants. Tog cutting is
nbove the prewar average; in fact, at an all-time pesk. In the last
years before the war, the average amount sold as timber (not including
wood sold for fuel) was 5. 7 million cubic meters. In 1947438 a level
of 6.5 million cubic meters was reached, as compared to 6 million in
1946-47, and the aim is to increase the amount sold as timber to (
million cubic meters. So far, the 1948-49 cut has been running above
the 194748 level. During 194748, the wood-processing industries,
however, received only about 3 million cubic meters, as compared to
2.5 million in 1946—47. The wood-processing industries are operating
well below capacity and could use about 5 million cubic meters. Be-
fore the war, an average of 4 million cubic meters went to the wood-
pulp industry.

H. BALANCE OF PAYMENTS

In connection with the further analysis of the balance of payments,
two closely related problems call for discussion. First, it is impor-
tant to see how Norway has been able to meet its large eurrent deficits
since the war, in order to understand the extent to which Norway
bas used her own resources and credit to promote reconstruction and
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to understand the present and prospective role of ECA aid. Seec-
ondly, it is important to analyze the' deficit by currency areas, in order
to see the magnitude of the effort which will be necessary to balance
transactions with the dollar area. '

Norway has had a substantial overall deficit on current account
each year since the war. According to official government estimates,
the current deficit in 1946 amounted to about 160 million dollazs, in
1947 to 272 miilion dollars, and in 1948, to 200 million dollars—a total
current deficit for the three years of 632 million dollars.!

During 1946 and 1947 the Norwegian Government was able to mest
the deficit partly by new credits and partly by the use of foreign
exchange holdings acquired during the war. The insurance proceeds
received from ships lost in the war and the net earnings of ships during
the war amounted to about 140 million dollars in gold and United
States dollars, and about 320 million dollars in sterling. Most of these
funds have been used. The Norwegian Government obtained credits
of 50 million Swedish kronor and of 30 million dollars from Canada,
most of which had been used by the end of 1947, In addition credits
of 46 million dollars were obtained from the Maritime Commission,
the War Assets Administration, and other United States Government
agencies and the Norges Bank borrowed 13 million dollars from private
New York banks. Substantial credits were also received under con-
tracts for new ships but these were offset to some extent by required
prepayments under ship purchase contracts. A:loan of 50 million
dollars was obtained from the Export-fmport Bank but only a small
part had been used by the end of 1947. The Bank-of Norway’s prewar
gold holdings of 81 million dollars had been reduced to 75 million
dollars at the end of 1947, and the government had requisitioned 5
million doilars of private dollar assets.

These resources were too nearly exhausted by, the fall of 1947 to
permit a continuation of imports at the 1947 level, though there weres
still some funds available to finance imports in 1948, By the end of
1947 the gold holdings of the Norges Bank totalled 75 million dollars.
Its foreign exchange holdings totalled about 100 million dollars but a
large part of the foreign exchange was in sterling and only a small
part in dollars. Furthermore; 13 million dollars of the gold was to
be used to repay the private bank credit.” The remaining sources of
foreign exchange could not be expected to enable Norway to maintain
imports at anything like the 1947 level.
mnce between these totals for 1847 and 1948 and those given in table 10 is that
net interest and dividend payments abroad amounting to above 5 million dollars in 1947
and T million dollars in 1948 have been added to the totals for goods and services trans-
netions gshown in fable 10. These are the only available comparable estimates for the cur-
rent account deficits in 1946, 1947, and 1948. They are based on c. 1. f. import datn and
net shipping receipt data whichk include kroner freight receipts. 'In general, however, the

magnitude of the actual foreign exchange deficit on cucrent aeconnt iz believed to corraspond
closely to estimated deficits quoted in the text,
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In the fall of 1947, therefore, the.Government was forced fo.restrict
imports. This reduction affected primarily imports other than. ships
and was reflected: in a drop of more than 15 percent in the volume of
imports during the first half of 1948. ITiven with ECA aid the volume °
of imports {other than ships) has not returned to prewar levels.

As is indicated in table 13, Norway financed about two-thirds of
its current account deficit in 1948 from its.own resources; i. e., by using
up its foreign credits, by mortgaging ships and by the sale of its gold
and foreign exchange reserves.. BCA: aid for goods actually delivered
in 1948 covered only one-third of the current account account deficit
for the year as a whole. In addition Norway used about 23 million
dollars of its holdings to repay debts.

Most of the sources-of funds utilized in 1948 cannot be counted on
for 1949. The American and Canadian,credits are exhausted and the
official gold and foreign exchange reserves cannot be reduced much
further. At the end of November 1948, the gold holdings of the
Norges Bank amounted to. only 58 million dollars. as compared to
75 million dollars at the end of 1947.

The Norwegian Government, estimates that net loans on ship pur-
chases and TOA. aid will be the prineipal means of financing the-deficit
in 1949. Both are expected to be larger in 1949 than in 1948. The
Norwegian Government’s estimate of ECA. aidin calendar 1949 shown
%n table 13 assumes existing levels of aid for fiscal 194849 and for
1949-50 assumes direct aid at the rate of 114 million. dollars, as re-
quested in the program originally submitted to OEREC, and indirect
2id at the 1948—49 estimated rate of 32 million dollars, *

TABLE 13 —Financing of current balance of payments deficit

{In Tullionsg of dollats]
Pre- Esti . Pre- -
Pl st~ b Esti-
11::11:- mated h;nrym mated
s 1049 | 1ols | 1849
DETICIT . Fmiaxciwe—Continued
1. Current AcCOUNte e e oo e - 200 21071} 4. War Agsets & Surplus Prop-
2 Loan RetwremeDt..—————weeee-| 123 10 erty Credits. —.usmcmmcmmeenma 3 P
5. International Fond____ ... 11 I
Total. e oo 223 220 || 6. Miscellaneons—includmg use
of ship msurancs funds..--- 11 7
FINANCING 7. Use of gold and foreign ox-
) . change Ieserves - aemn-———- 66 2
1. Netreceipts on ship loans, pre- 8 ECA ad:
payments, efc. . acmmamneaaa 34 56 Direct — x o0 108
2, Exymbank 1060 o 33 3 Indivect- om o mmmeeoeeme 13 32
3. Canadian eredib. - aenee——- [ I I—
L 1] < 1 224 220

1 Includos repayment by Norges Bank of 13 mllion dollars loan Irom private New York banks.
3 Doesn’t check beeauss of rounding. .

Source: Department of Commeres of the Norwegian Government.
Norway’s current account deficit with the dollar area has been very
large in both 1947 and 1948. Data on the balance of payments by

25



areas 1s presented for 1938 and 1947 in table 14. The over-all current
surplus of 24 million dollars in 1938 is typical of the 1930’s. During
the 192(°s, however, there had been a steady inflow of capital that
permitted greater imports than exports.

The deterioration of the Norwegian dollar position from 1938 to
1647 is very striking. While trade with the dollar area in 1938 resulted
in a deficit of 28 million dollars, dollar receipts from shipping and
other current items resulted in a surplus of 33 million dollars, thus
producing a surplus with the dollar area on all current items of
5 million: dollars.

In 1947 the trade deficit with the dollar area was seven times as large
as in 1988, amounting to 204 million dollars, and-dollar receipts from
shipping and other current items yielded a surplus of only 34 million
dollars. The deficit on current account with the dollar ares in 1947
amounted therefore to 170 million dollars as compared to the 5
million dollars surplus in 1988. Similar developments in trade and
current payments with the participating sterling area led to a current
account deficit of 87 million dollars with the sterling area in 1947 as
compared to a surplus of 15 million dollars in 1938. The deficit in
pound sterling transactions is Jess than the deficit with the sterling area
shown in table 14 because freight receipts from other than sterling area
countries are paid in sterling to a substantial extent and have not been

TaBLE 14.—Current balonce of payments by arecs, 1938 and 1947
{In mlhions of dellars, unadjusted for price changes)

1938 1847
Dollar Doller
( {geab_ me—:hc- (%;eut Partie-
e3l- | Ipating est- | 1pating
ern | steriing Other | Total em |sterling Other | Total
Hemi- ] area Hemm- | area
sphore) sphere)
A. COMMODBITY ACCOUNT -
1. Imports of goods and ships {1938
importsc LL; 1M7L 0 h)___.. 48 69 172 289 250 184 247 731
2 Eaports of goods and ships________ 20 56 115 19 46 77 261 381
3. Import surplus (=) ______.._____ —28 —13 -57 —08 | =204 =107 —36 —347
B. NET 8UnrrLus (-}) 0%
DEFICIT (=) .
e Sl (R e e e
. DDINE Yaceipts and expenses._ 3 ' 5
3. Otheritems __________ . _______ +1 =+5 -+14 20 +1 +9 -+2 +i2
4, N T +5 +15 -4 +24 —170 -+87 +7 —-250

NorE—The fact that the 1938 importsarsc 1 . and the 1647 1mporis I. 0. b ieans that the rmport figeres
are not comparable. Tha figures for other current items differ frem those in table 10 because they include
finanaial transactions  The export figure for 1938 15 10 million dolars too small, of table 10, hocanse exporis
of whale o} dureet from the fishing pronnds wers gtmitted. Corrections have apparently been made for 1038
freight and whale ol in the mvisiBles; henee the 1933 balanes seoms to be eomparable with 1047,

The net shipping receipts estimates for 1947 In this table evelude kroner freight paid on imports In
table 10 all kroner freight receipts are inclnded in the post-war year estimates  Furthermore, the 1947 esti-
mate for net shipping recespts sppears to be about 18 Tilhon dollars too low accordung to other availabla
information cst:mgtingnet shipping receipts on a strictly foreizn exchange basis.

Source: Norwegisn Government memorandim on the long-term prosram.
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included in table 14 in receipts from the sterling area. For all areasa
currént account surplus of 24 million dollars in 1938 had changed to a
current-account deficit of 250 million dollars in1947.

Although it is impossible. at this time to give a full break-down of
the cutrent balance of payments by areas in 1948, the data on com-
modity trade presented in table 13 shows some improvement in the
net dollar position in the third quarter of 1948 as compared to the first
half year. In comparison with 1947 there is a sharp improvement
in the first 9 months of 1948. The deficit is running at an annual rate
of 150 million dollars for the first 9 months of 1948 as compared to
904 million dollars in 1947. The improvement is almost entirely as
a result of decreased dollar jmports. Net dollar receipts from ship-
ping are expected to be smaller in 1948 than in 1947, however. In the
first three quarters of 1948 net dollar earnings from shipping were
about 40 percent helow earnings in the same period in 1947. Dollar
receipts from other current items cannot be expected to increase. |

TsprE 15—Trade with Western & emisphef-e, 1848
[In millions of 'dollars]

Annual rates Imper’s |- Exporis lmsurpp?urg
Tiest half ¥ent o oo eo — 202 44 158
Phird QUAL el e e e mrm o m e mmmm —— 192 60 132
First 0 INONLES . e e v e mmm e e m cemmm e mm i 1% 40 150

I. FINANCIAL SITUATION

TEver since the war, strict Government controls, including’a reform
of the currency, prevented a real inflation. The investment program
coupled with'an encrmous-backlog of demand for goods on the part of
consumers has maintained a latent inflationaty sitnation. Private
savings do not begin to carry the investment program which has re-
quired an expansion of bank credit despite fiscal policies which produce
net savings on the part of the Government. The line has been held
against inflation only by rigorous Government controls.

One of the serious consequences of the war to-the Norwegian econ-
omy was the latent inflation with which the Norwegian authorities
were faced at the time of liberation. -The German occupation authori-
ties.financed expenditures for troop pay and the building of industrial
and military installations by drawing on the Bank of Norway. The
net amount' drawn was 11 billion kroner, more ‘than four times the
total of currency in circulationplus demand and savings deposits in
the hands of the public in December 1939. The pressure-of éxpanded
money supply -was not allowed to. male itself felt on prices or wages,
however. The cost-of-living index was, 156 (1938=100) and' the
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wholesale price-index 178 (1938=100) at -the end of April 1845.
Wages had risen by approximately the same amount ds wholesale
prices, Much larger increases in prices and wages were prevented
only by the maintenance of very rigid controls. T

The fiscal policies of the Government helped to some extent {o-keep
down the inflationary pressure. The Government was able before the
liberation to reduce by 3 billion kroner the occupation account af the
Bank of Norway, mostly by the use of war-loan receipts. On May T,
1945, the accupation account was 8 billion kroner.

In September 1945 the Government carried out a monetary reform.
Certain deposits were blocked, the majority only temporarily, and
there was some currency.conversion. The volume of notes in cireula-
tion was reduced from about 3 billion kroner to about 1.4 hillion at
the end of 1945, There was no net reduction, and in fact an increase,
in both demand and savings deposits in the hands of the public from
April to December 1945, 'This reflects mostly the shift from currency
to deposits which took place in anticipation of the currency conversion.

Since the end of 1945 there has been a tendency for notes in-circula-
tion and for-deposifs-to increase. It wasparticularly marked in 1947,
as is evident from: the figures in Table 16, A downturn occurred in
-October 1948, but it is teo early to interpret-its significance.

Tavre 16.—Money supply*

[In millions of kroner]
. . . . Mom}ay
Notes in Demand | Currene suppry
. cirenlatron | Damand plus ., aod ¥ preipe 4
outside | deposits | ssviogs | "demand °m‘:1“
boanks deposits | doposits SB.E"IIIII .
A depostis
End of— .

L TR | 524" 266 2,578 790 8,102
T 1,390 3,063 7,025 4, 453 8 415
T 1,813 2,630 8700 4, 452 g 572
%gig-_------._----_--: ................. 1, 496 2,978 7,204 4,05 | 9,270
June.... fmmmmmmmmccmcne—== 1,874 |, 3,428 7,946 5,299 0,820
September. 1,044 3,380 7, 950 5,324 9,804
OB oo 1,936 3,145 7,711 5 041 g 647

* 1Tk is dieult to find s satis(aefory measure of the money supply ie Norway with which to measture tha
daegres of Tatent infationary pressure. Nermelly money suppiy.is measnred by ths amount of notes and
demand deposits in the'hands of the public. Since the war the banks.in Nerway have discoursged any
ingrease in savings deposits, and this, coupled.with resttictions.on the use of savings deposits, tends to
induce business firms to maintain large texperarly. [die balanees in the form of demand deposifs. Under
these conditions, it is probably mora appropriate to measure the chenge in eturenoy plas total doposits
than the change 1 currency plus demand deposits alone.

The chief factor leading to an increase in the money supply in the
hands of the public has been.an expansion of bank credit. From the
end- of 1945 to September 1948, bank crédit to the public has more

than .doubled; increasing from 1.7 billion-kroner to 8.8 billion kroner.
During the same period, however, there was a decreass in bank credit
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to the Government and other public entities from 5.1 billion kroner to
8.5 billicn kroner. . -

It may be suggested that the level of private bank loans to business
of 8.8 billion kroner as corpared to 2.4 billion in 1939 is less than in
proportion to the rise-in prices since 1939 and is only consistent with
the expanded level of activity. A considerable amount of existing
loans, furthermore, represents loans in connection with the expanded
level of imports required to carry out the investment program. Loans
to conswmers are virtually nonexistent. It is true, nevertheless, that
the expansion of bank credit-to the public has been substantial and
{hat further expansion could be dangerous. The Government and
the central bank are carefully watching developments in this area.

The expansion of bank credit is of course a reflection of the very
high level of investment and business activity. The large investment
program since-the war has tended to-exer a steady inflationary pres-
sure. Table 17 briefly suinmarizes available-estimates of savings and

masrE 17.—Nef investment, 1946 .20 1848

[Tnadjusted for price changes]
In millions of kroner In millions of dollars
1HG6 17 1948 1946 1947 |- 1048
1, et NVEStMERE ..o onemn mme canmen S 1,225 | 21| 150 o280 40.2] ¢ 8140
g. E&QQE“ on eurrént balanes of payments__[ - 772 1,33L¢ 966 | 1644 266. 2' 103.2
. Savings:

(2) BUSlNesSs oo cee e ccamm e n— 400 400. 300 B0 0. 8.0 |7 60,0

) Qovernment. e 105 583 847 21.0 116.6 169.4

€), Private copgumers . —52 —238, —290.], =194, =—4%6 —B53.0
Total_ —— o ess, 745 gs7 | -e0.6] 1400 171.4

4, Sum of 2 plus 3.. — - 1,2% 12,076 | 21,823 245.0 | 14152, 1344.6

1 The slight discrepancy is due fo the savings estimsate belng based on a shgbfly differant earlier estis
mate of the import surplus. i .

1 Tha large discrepancy here is mostly in'the regult of-theact.that the savin% estimates were madse ab
a time when the import surplus was expected to be 300 milion kroner smaller than it setually was. The
savings eshimates may not be completely out of ine, however, as tho net investment In 1048 is expected to
e considerably larger than 1,570 millien kroner. The 1,670 milhon kroner estimate takes inte geeonnt the
direet effects of the Jarger mmport surplus but nofsthe indirectseflects on investment of the Inrger gross
nstional produet mads possible by the mereased imports.

Bourea: Department of Commeres of Norweglon Cloyerninent, MNational Budget Offies,
shows the great importance of the import surplus. While the esti-
mates are .only approximations, they are ‘reliable :as an indicator of
the general order of magnitude of the various items. The import
surplus has made possible the carrying out of about 60 percent of
the net investment program in the three postwar years. Private-con-
sumers have been spending more than they earn currently. each year
since the war. Private dissaving has become larger from year to
year-and in 1948 is estimated to have equalled business savings. Busi-
ness saving, which equals only about one-fifth of the investment pro-
gram, itself declined in-1948. The-bulk of the saving in 1948, there-
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fore, was done by the Governmentf. In 1947 also the great majority
of the net saving was forced saving through the Government’s budget-
ary policy.

The steady inflationary pressure ezerted by the investment pro-
gram, as evidenced in the expansion of bank credit to the public and
the increase in the supply of money in the hands of the public, has
been kept in check, and to some extent offset, by governmental poli-
cies, Price and wage controls, snbsidies, and rationing have pre-
vented prices from increasing by more than very slight amounts
since the war. Government fiscal policies furthermore have succeeded
In achieving a substantial amount of domestic saving. These two
aspects of the Government’s monetary policies will he discussed in
turn,

The Government’s price control and subsidy policies have been
directed toward maintaining stability in the cost of living. The
cost-of-living index was 157 at the end of November 1948 as com-
pared to 155 at the end of April 1945. In each year, however, the
index has tended- to increase and has heen kept down by special
measures such as reduced taxes or increased subsidies. The various
components .of the cost-of-living index are shown in annex E. The
cost of beverages .and' tobacco, clothing, and fuel have risen sub-
stantially more than the over-all index while the cost of food, rent,
and gas and electricity have risen less. )

The level of the cost-of-living index has been of critical impoz-
tance in Norway since the spring of 1946 when the trade-union fed-
eration and the federation of employers agreed to tie wage increases
to the cost-of-living index. The agreement provided for increases
of 1.5 tre per hour in svages for each point increase in the cost-of-living
index above 155.8, provided the index exceeded 160.8 at the end of
June or December in any year. Ever since the agreement.was reached,
there has Been o tendency toward inerease in the cost-of-living index.,
In order to prevent a spiral of wage and price increases, the-Govern-
ment has.taken the necessary steps to prevent the index from exceed-
ing 160.8 on the critical dates. No upward adjustment of wages has
ever talen- place under the. agreement. I June 1947, the geheral
sales tax was reduced from 10 percent to.6.25 percent. In Oectober
1947, all wages wera frozen until the end of the year. In 1948, the
chief action:was continued increases.in subsidies. The pressure for
wage increases led to a master agreement for higher minimum wages
in April 1948 and: several groups of workers obtained increases later
in 1948.

No wage index is available, but from data on wages per hour in
various fields of activity it may be roughly stated: that hourly wages
in industry have visen between 60-and 80 percent above prewar levels.
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Weages.in agriculture and forestry and Sshing have risen much more
as.compared to prewar. . ‘

The agreement tying wages to the cost-of-living index is cleaxly
not a desireble one to continue indefinitely. To the extent that a
gradual upward adjustment of the price level to the war-expanded
level of money supply is necessary, it will be very difficult to malke
such adjustments because of the inflationary pressure inberent in the
wage agreement. The rate at which wages are adjusted to cost-of-
living-index changes under the agreement is believed to be.such that
wage.earnets would be more than compensated for the actual merease
in their living costs. Unless import prices decline, the cost of subsidies
will be.an undue burden on the budget and any substantial further
rise inimport prices would clearly create a serious problem.

The level of wholesale prices has risen somewhat more than the cost
of living, as-compared to before the war, but neither has risen substan-
tially in the period sineethe war. The subsidy program has, of course,
had a substantial effect on the prices of groceries and certain agricultu-
ral products entering into the wholesale price index. In table 13 the

TanLs 18.—Inder of wholesale prices

[1938=100]
Agrienitural produets ¢ Tnduosinal
. | Raw {, 1 g
mata- N pn-
Ane |V aers d ad | ¥ ine:
. . ege- ro- | an : index
mal |-tatle | Totel | 800 | oirieq, | somi. | ished | Totl
_forhil- mam- | Boods
17218
factored
goods
December 1930 ceememnmmmnan 107 e8| 14| 6| 13| 10| 13| 12 116
April M5 ___ R 150 113 138 135 05 189 1074 7 183 | 178
Decernber 1045_... = ase| (128, 47| 18| e8| 187y 1mE 174 188
PDepember 1046022 * 174 1261 -'1680* 145~ 141 o090 | 1597+ a8z 173
Decemberad 47 e 174 149 167 15| 120 223 161 189 178
Jume 1048 . 174 153 168 147, 107 738 161 196 132
November 1948 oo~ 174 143 165 M7l W7 20 1 195§ 182

Bource: Central statistienl office of the Norwegian Government.

prineipal components of the wholesale price index are presented. The"
disparity in the movements between various groups of commodities
is very great. The prices of industrial raw materials and semi-manu-
factures have risen'most as compared to prewar. ‘

While wholesale prices and the cost of living have been stabilized
at levels'of about 180 and 160 percent of prewar, export prices as well
asimport prices have risen to a level of more than 300 percent compared
to prewar. The indices of export and import prices have been pre-
sented earlier. The index for export prices has averaged 808 in the
first 10 months of 1948. The government has levied export taxes on-a
number of export products partly as an anti-inflationary measure and
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‘on many products the rate of taxation has been increased in 1948: In
the fiscal year 1946-47 export duties were levied on 65 percent of Nor-
wegian exports and averaged roughly 7 percent of the value of these
-exports. Preecise information on the duties collected since 1946-47
are not available.

The fact that the government, on the basis of an ana,lysm of cost a.nd
price data, has increased export duties on some of the major.exports.in
1948-would appear to indicate that the existing kroner rate is not acting
as a deterrent to exports,

The kroner has been maintained at the level of 4.97 kroner to the
dollar sincethe war as compared to an average rate of 4.09 kroner to
the dollar in 1938 and 4.32 kroner to the dollar in 1939, It seems clear
that the existing rate is not hampering recovery and-that no change in
the rate whlch wounld balance Norwegian international transactions
would 'be desirable or even feasible-at present. However, in view of
the extensive use of subsidies, prlce and wage controls, and rationing,
which have been devised to keep prlces in Norway from adjusting fully
to the level of the money supply, it is also clear thatthe existing kroner
rate could hardly be maintained mdeﬁmtely -if these controls were
relaxed. d

The government’s fiscal policies, as well as its price, wage, and sub-
sidy policies, have been directed at counteracting the inflationary pres-
sure resulting from the wartime expansion-of the money supply and the
high rate of investment since the'war., Asthe estimates of government,
savings imply, there has been a surplus of receipts in each year since
1946. Including social security funds and the like, the total net with-
drawal of money income by 2ll governmental bodies has been estimated
at 68 million kroner in 1946, 324 million kroner in-1947,-and 679
million kroner in 1948. '

The state budget of the central govermment, together with cerfain
major receipts and expenditures not included in the regularly pub-
lished budget, are consolidated in table 19. The income of social secu-
rity funds is not included.

It is clear from table 19 that the central government’s fiscal policies
. have been exerting a substantial deflationary pressure since June 1947.
Revenues have exceeded expenditures by 502 millon kroner in 194748,
and are expected to exceed expenditures by 630 million kroner in
1948-49. Insofar-as receipts exceed the out-payments in the case of
the defense and war damage taxes the sums are being held as idle
deposits. To date receipts from the capital levy are also so held.
It is'true that in 1948-50 the expenditures under the defense and war
damage programs may become large. However, for the fime being
there is a substantial deflationary eft'ect and it is possible that other
_dévelopments will enable the government to continue its deflationary
policy in 1949-50.
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-7 TApLE 19 —Ceniral govermment revennes .and -empenditures®
[In mihons of kromer]

1033-30 | 1045446 | 1946-47 | 104748 1’| 104840

A, Expenditures: ) ' )
Tefense and special Wale, o o aomc oo B4 668 548 300 209
80210] ATTAITS. e me e e —ammm e —mmmm—m —nne 100 188 223, 346 503
SUDSIIOS—PTI0R. e uxmmmmm—m————————mn | 2 mm o mm o o242 478 702 6040
Debt retirement: .
Intem?a.lllf__ —- ——— b7 22 221 ' 23_ 24
External e o ceceamrm——mmmwmmmm e mmm e mm 26 131 36 51 60
Total debf retirement. o ome oo e 83 153 58 7. 84
‘Other expenditiltes oo iemara——csmm———— 473 912 1,620 1,100 1,145
- Total expendatures. ... —_— Til 2,164 2, 936 2,531 2,636
B. Reyenucs ) i
- Citstoms and sales taxes__ - - 360 014, 1,338 1,364 1,221
_ Regular direct taxes o aiaiae- 32| 3 428 577 580
., Bpeeial dreet {axes: '
P Capital levy. — - : 53 300
Extraordinary defense_____.ocveovocaue-an 250
IWar damage duty- . __... ————— 172
Total spevial bafes .. ..na: S FP—— 1 722
Proceeds of loans: . ‘
Intornal e mmmam——————— 76 460-|* 431 10 212
BEaternaleee o e eeemm — ———— 104" 218 200 210
' Potal 10808 c oo e It (3 564 649 | 219 443
Other reveRles. o iecmee—c—cese=——- . 93 322 B2 |, 342 201
Total reventes d______ i ——- u 711 2,164 2,936 3,033 2, 266
C. Excess of revenues over expenditares .. e a|mm et nn | mmmmm e e 502 630
D. Net nereass 1 internal debt. oo oo oo oo e - 419 4420 |+ G400 -4 +-208
. ‘E. Net increase in external dobte comcmcmcamceem e - 28 —27 -j-182 +149 150

1 Includes cerlain receipts not included in regular budget statements. Does not Include taxes on expaorts
_and other taxes lavied by.price directorate and used for subsidies and hepefits. .

2 Estimates based on prelimingary dgures-for fitst 3 quarters,

1 Tncludes 208 million paid to International Fund and Bank. v

1 Local tax receipts wote as follows: 10938-39, 363; 194546, 638; 194647, 663; 184748, 8043 194849, 900.

+ ‘Bpures: Dopartment of Commeree of the Nerwegian Government.

The fact that there is an estimated 208 million kroner incresse in
. internal indebtedness in the fiscal year 194649 is in part further evi-
dence of the government’s anti-inflationary efforts. The issue of a
premium loan at higher than the usual rate is being made-as an anti-
;inflationary measure and the government plans to block the proceeds
of the Joan. :

Tn order to assist the counter-inflaticnary efforts.of the Norwegian
Government, ECA agreed on January 7 to the use of 110 million
kroner of grant counterpart for a further reduction of the Norges
Bank occupation account. On -January 22, 1949, the account stood
2t 7,818.9 million as against 8,094.1 million on January 22,1948, Such
a reduction, small as it is, has been considered as the symptom of a
sound financial policy and has contributed to strengthening confidence
in the Norwegian currency. A similar use for other blocled funds
such as the proceeds of internal loans and the counterpart of external
loans might be considered in the future.

The largest single item of central government expenditures in 1947-
48 and 194849 is the subsidy item. The policy of granting subsidies
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has become an-essential part of the Norwegian Government’s stabiliza-
tion program. With rising import prices the expenditures on sub-
sidies have steadily incressed although a decrease from 700 million
kroner in 1947-48 to 600 million kroner im 1948-49 is anticipated.
In 194748 subsidies amounted to 28 percent of total central gov-
ernment expenditures. To a considerable extent the subsidy pro-
gram is now directed at subsidizing agriculture and the tax bur&en
of financing the subsidies rests on mdustry

Defense and special war expenditures have been declining steadily
since fiscal year 1945—46. In the present budget, defense and special
war expenditures for 194849 amount to 209 million kroner as com-
pared to 669 million in 1945-46. However, an additional defense
- appropriation of 112 million kroner to run from January 1949 to
June 1950 has just been made, which is not taken into account in
table 19.

Tax receipts from customs and sales taxzes and ordinary direct
taxes, ag well as the receipts from the specml direct taxes already
mentmned are very high.

- While the government has been st.rlkmgly successful in suppressing
inflation, the situation is not without its dangers. The government
is still faced with the necessity of improvising new measures and ex-
tending old measures of control. For all the vigor of its measures it
cannot suppress-entirely the pressure of consumer demand for a larger
share of available resources and in particular for a diversion of re- -
sources to uncontrolled areas. Finally in its efforts to sop up con-
sumer purchasing power and to finance the ambitious investment pro-
gram the central government is taking nearly 2.5 billion kroner in tax
receipts in 194748 and 194849. This amounts to approximately one-
third of the net national product in, 1948 according to the national
budget estimates: Local tax receipts are estimated at an additional
900 million kroner in 1948-49. Taxes on both income and property
are very high, as are the major sales taxes on tobacco and aleoholic
beverages. It may be seriously questioned whether the present level
of taxes, or at least the progressive nature of the major income and
pr ofits taxes, are not inferfering with initiative and restraining output
in Norway.

Above all else a large increase in individual savings would help to
ease the strain of the investment program.

34



Chapter II. Long-Term Program

The Norwegian Government has prepared a program of investment
and expansion of outpub designed to complete its recovery from the
losses and disruptions of the war. The program aims at a gradual
recovery of consumption to the prewar level and a balancing of Nor-
wegian international transactions by 1952-53. Decause of the sericus
deterioration in Norway’s international position as a result of the
war, these two aims can be achieved only through an extensive invest-
ment program and a sharp rise in the level of production. The extent
of the program required may be seen in the need of eliminating a cur-
rent account deficit in international payments running at the rate of
200 million dollars in 1948, Output, especially in the export indus-
tries, must be expanded to well above prewar levels by 1952-58. In
certain key export industries, output in 1948 was stﬂl considerably
below prewar levels.

2

A. CONSUMEPTION

- The Norwegian long-term program gives'a low priority to any in-
crease in consumption. In general increased consumption 1s to. fake
place only if the investment and production levels warrant such an
inerease. It is hoped that increased domestic output of some con-
sumers’ goods, such as food, textiles-and footwear, will make p0531ble
a reduction in the imports of these commodities.

B. INVESTMENT

. The.production plans and,goals presuppose very large investments
in plants and buildings, machinery, and:equipment. The Norwegian
(@overnment hag-estimated that the production and export goals call
for- gross investments of 16.8. billion kroner or 3,360 million dollars
from 1949-10°1952. The.annual average gross mvestment called for,

including investments to. offset depreciation, is therefore 4.2 billion
kroner or 840 million dollars. The required net investment after de-
préciation has been offset is roughly estimated-at 9 billion krener or
1,300 million-dollars. 'This’is at an annual average.rate 'of 2.25 billion
kroner or 450 mzllion dollars.
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Norway has sueceeded in reaching an extraordinarily high level of
investment in 1948, 1947, and 1948. The original national budget
estimates for 1948 assumed that a substantial decline from the level of
investment reached in 1947 would be necessary because of the reduc-
tion in imports that it was assumed would be required. HCA nid
made possible a larger import surplus and the gross national product
was 6 percent higher than had been originally estimated. Total avail-
able resources in 1948 were about 10 percent higher than originally
estimated. . The original investment estimates are too lotv, therefore,
but it is not possible to estimate at this time the effect of the change in
gross national product on investment. It is important, however, in
analyzing the long-term program as compared to the level of invest-
ment in 1948, to bear in mind that the presently available 1948 esti-
mates are too low.

In table 20 the over-all level of investment contemplated in the four-
year-program is compared to available estimates for the postwar years.:

TaBLE 20.—Gross and net investment goals compared o posiwar levels. ’

[In millions of dollars]
- Anpuoal
1948 budzet

o |7 Rl | Sremee
Gioss national prodwet. o ... T e 1,831 1,817 12,100
TPOrE SUEPIUS. ce e en cem e e ma e ememm- mme me———————————— 149 286 | - 193 | <200
Total resoturess. .- — — — 1,803 2,097 2,010 2,300
CGros5 INvestment e e e ce e cc e emm e e - 2545 | . 2745 3601 3 240
Depreciation. .. oo oo cee e e e m i mea 300, 316 2329 390
Net investment o oo oo e 215 429 £314 450

1The import surplus figure is flic actual esilmated sorplos rather thon the budges estimate and the in
crease (71 million dollars) has been alloeated pro rata to consumplion and net investment, No aceount
has been faken of the higher gross national produet made possible by the actusl import surplus being higher
than the original estimate bowever. . .
2 Does not Include allowance for ship repairs.
3 Droes inelude allowanee for ship repairs.
1 A very rough cstimate based on the rovised estimate for 1048 of gross national product of aboeut 1 9 billion
and estimated increases of about 15 percent by 1052,

Source: Department of Commeree of Norwegian Government, Nations] Budget Office.

It appears from this table that the levels-of gross and net investment
contemplated in the long-term program are considerably above avail-
able estimates for 1948, and even somewhat above the levels reached
in 1947. The expected upward revision of the 1948 estimates as a
resuit of the roughly estimated 100 million dollarsincrease in.the 1948
gross national product above-the budget estimate will decrease the gap
between the long-term program levels and the 1948 levels.as shown in
the table. However, the rate of net investment contemplated will
still be well above the 1948 lavel. i

"+ A more detailed comparison of gross’ investment estimates by
trades and industries in 1948, and in the long-term program, is pre-
sented in table 21. Tn this table it is brought out that 45 million
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- TABLE 21.—0Grogs investment
. . [TnmiHions of doliars]

1948 Mot In- 1948 | et fn
budges [ATmual | crease birdget [A2mual | creas
est%- average| or de- - | esti- Tégmgg or de-
mates | 194852 cxie_a)sa mates | 18492, °€e_f§"’
Agrieulture.-. G5 60 B || Motor- vehmles ........... 217 - 40§ 19
Forestr¥amaaaas ' 4 5 1 (| Harbour Works o ocmemeee 4 5 1
TFisheries...---- 17 20 12 || Post, tolephone, and tole- R L
Whaling - oo 21 12 —9 r02:] 0] TR 13 16 3
Miningand mannfgetur-, ) . Aviation.. 10 ] -4
..................... 112 150 23 || Stocks.._- -G 25 45
Hydme]eutrlc develop- T Housing.- H 113 19
b i1c) 1\ A 33 34 1°|| Defense..- 22 42 20
= Edncation snd profes-
Shrp I sional] training_ - ... 3] 20 4
(IJ a) § 1ps ............. 149 133. =15 || Public Health oo -5 g 4
(D) ropalrse e cc e o 58 *52 —8 [| MiscelltReouS.. canmman=- 19 23 4
o - = Unallocated .- ____. 12 |oaoieees —I2
Subtotal ... 207 185 —-22
Rallways. o e b 30 5 []- b1~ 691 B840 149
Boads e 23- 28] "~ 5 -

-

. Bource: Worweglan Governinent memorandum on the long-term program.

dollars of the increase in the long-term program average annual net
investment over the 1948 level is accounted for by the estimated 20
million dollars reduction in stocks in 1948 as compared to a planned
average increase of 25 million dollars in stocks in-the period 1949-52.
A comparison of net investment goals by trades and industries cannot
be made. The long-term program estimates are available only on a
gross hasis.

The contemplated invesbment program is heavily. weighted in favor
of the development of the export industries. The largest single item
of gross investment is in shipping. ~Annual gross investment of 185
‘million dollars in shipping will be lower than the Ievel reached in
1948, both absolutely and as a perceniage of total gross investment.
It will represent, however, 22 percent of the total gross investment
contemplated in the program. The program provides for the ex-
pansion of the merchant, fleet of Norway to 5.6 million gross tons at
the end of 1952 as compared to 4.9 million at the end of 1939, and
4.8 million at the end of 1988, The contemplated increase mn tona
nage above the end of 1938 represents a 16 percent ncrease. In
view of the efficiency of the Norwegian shipping industry, the tra-
ditional dependence of Norway on net shipping reeeipts to pay for
imports, the relatively small amount of labor required for the oper-
ation of the fleet, ‘and the speed . with which increased, :Eorelgn-ex-
chanue earnings can be expected to. result from an expansion of the
fleet, the Norweg'lan empbasis on shipping in the-long-term program
appears to be justified. There is some danger, however, that net
earmngs will be disappointing if the world- Wlde expansion of ship-
pmg is carried too far.
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The second largest item in the investment program is investment
in mining and manufacturing industries, A complete break-down
by industries of the annual average of 150 million dollars is mnot
available, but the mgjority is in export industries, primarily mining,
the electro-chemical industry and the wood-processing industry. The
remainder is planned for the iron and steel, textile, and metals and en-
gineering industries where expanded domestic output will help to
replace imports,

The other fields of investment which are directly aimed largely
at an expansion of exports are forestry, fishing, whaling, and hydro-
electric development. In forestry the need is for moze roads, hous-
ing for wood cutters, and some machinery. The investment in fish-
ing is for the modernization of the fishing fleet by the substitution
of larger vessels and added equipment. Refrigerators and cold stor-
age plants are needed, and also expansion of fish-processing plants.
In whaling it is necessary to restore the fleet of smaller whaling boats
servicing the floating factories,

Of the 840 million dollars a year of planned gross investment about
43 percent is fo be used to expand exports. A large part of the re-
mainder of the program is also aimed at making possible an expansion
of output in export industries. However, it is difficult to determine
precisely how much is needed to increase exports in these sectors. In
some sectors the planned investment is aiimed at some increase in
facilities for purely domestic purposes.

About 13 percent of the programed investment is in inland trans-
port facilities, including roads, railways and ecommercial motor ve-
hicles. In railways some electrification and some increase in rolling
stock are planned. A good partof this total, but not all, isundoubtedly
a necessary counterpart of expanded output in export industries.

The small planned increase in working inventories is probably
necessary for the efficient funetioning of the economy.

Amnother 18 percent of the program is. planned investment in new
housing. To a large extent this investment is necessary to permit the
expansion of output in the export industries. To some extent the
increased housing is required for néw industrial developments and -
‘increased timaber cutting in less developed regions. An expansion.of
housing facilities in general is made necessary by the severe shortage
in most parts of Norway and some increase is necessary to incredse
production. In morthern Norway the wartime destruetion has not
been made good. The planned investment in housing calls for a
smaller percentage ‘of investment in housing in 1949 and 1950 than in
‘theTater years.: The rate of construction of 12,000 houses in 1949 is to
increase gradually t0 18,000 in 1952.

The remaining 18 percent of the long-term program of investments
is largely investinent in agriculture and in industries producing for
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the home market. In both cases the purpose is to reduce the depend-
ence on imports. Some investment is also contemplated in public
health, defense, education, and communications facilities but the
amounts involved are quite small,

C. PRODUCTION GOALS

The long-term program calls for a considerable expansion of output
as compared to 1948. An over-all estimate of the increase in net
national product may be 15 to 20 percent. The increase in the com-
modity-producing sectors of the economy will be even greater. The
planned increase in output is to be achieved without any substantial
increase in the labor force. -

In table 22, a summary of some of the principal effects of the pro-
duction plans in the main industries is presented. Planned output
in 1952-58 is compared with -actual or estimated normal output in
1938. The 1948 indices for forestry and fishing differ from the actusl

TaBLE 22 —[ndices of production in major felds

[1035=100]
18 1952-53

Agricnliure et e e e e e emm e 0 110
Farestry 1 e T 110 120
TS Img 2 e m e e e ————————— 120 140
Balliing and ' Copstructionem ceee oo 160 176
Mininp and Manofacturing 114 140
Merchont ¥leet 3 e - 50 118

! Normasl extraction.

t'Normal cateh,

1 Tonnage

Bourcoe: Norweglan government memorandum on the long-term program.

indices for 1948 presented earlier, because the former indices are.com-
pared to normal output before the war as opposed to actual 1938
figures. Tt is clear from the teble that, while expansion is contem-
plated in each of the felds, the planned rate of increase is highest for
shipping, mining and manufacturing, and agriculture.

The increased production in agriculture is planned to take place in
bread grains, dairy products and meat. It is hoped that an in-
creased supply of -dairy products and meat will help to stimulate
productive effort. The plan is to increase output through increased
mechanization and increased use of fertilizers. This will not mean
any saving in foreign exchange for the next few years.

In forestry the aim is to expand the commercial cut of timber from
the 194748 level of 6.45 million cubic meters to 7 million cubic
meters. "The prewar normal was 5.7 million cubic meters. The
aim 15'to use one-half of the total in the pulp and paper industry, i. e.,
to increase the supply to that industry from 3 million cubic meters in
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1948 to 3.6 million cubic meters in 1952-53. The remainder of the
commercial eut will continue to be used for housing and construction,
Even with an increase in pulp and paper output, the industry will be
operating at not more than 70 percent of full capacity. The industry
never worked at full capacity even before the war.

In fisheries the normal prewar catch was 935,000 fons, and, with
existing equipment in 1948, the normal cateh is estimated at 1,100,000
tons. Theré was an extremely large herring cateh in 1948 which in-
creased the catch t0 1,300,000 tons. ‘The aim is that by 1952-53 the nor-
mal catch should reach this level. The plan is to increase. the catch
through. modernization of boats and equipment. The principal in-
crease is expected in herring, which will make possible the use of her-
ring meal as a substitute for imported oilcakes.

In whaling it is not possible to expect any significant increase above
the 1948 level, which was roughly the prewar level. The world catch
cannot be increased without destroying the natural basis of the in-
dustry and is limited by international agreement to 16,000 whales a
year.

The planned expansion of the merchant fleet has been described
under the heading of investment. Virtually the entire expansion
must take place through purchases of ships from abroad. The index
of shipping in table 22 reflects the tonnage of the merchant fleet. The
tonnage increase exaggerates somewhat the inereased earning capacity
because much of the postwar fleet consists of obsolete or inefficient
ships.

In table 22 an expansion of mining and manufacturing from a Jevel
of 114 in 1948 to 140 in 1952-53 (1938=100) is indicated. The rate
of planned expansion varies greatly, from-industry to industry. Some
indication of the planned levels of output can be seen in table 23, The
indices presented, are very rough estimates based on'the current plans.
Tn some cases, further expansion may in fact be carried out. The
industries listed in table 23 are in general those in which an expan-
sion of output is considered most necessary either to expand ex-
ports or reduce needed imports. The wood-processing industry will

TABLE 23 ~—Indices of production in mining and manufacturing

[1838==100]
148 1952-53 . 1948 1952-53
133 216-266 || Zinc — o 100
20 100 F Niekel. . oo ececmamemm——— 112 176
75 80 || Eleetro-chemicalo o oooaraao- 100 200
79 276 |} Wood-processing_ .. 15 20
171 220 || Woolenyarn. . e 160
51 132 || Cotlon Yarne. . oceececccceaac]cmmam o 293
103 317 || Hydroelectrie power- . ____ 127 166
L0171 1) R —— 100 118

Souree. Norweginn Government memorandum on the long-texm program.
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not reach prewar levels because of the demand for timber for con-
struction and because of the inability to expand the total cut beyond
the projected all-time.peak levels, TIn the case of pyrites, it is unlikely
that the peak-output of the past will ever be achieved.again.

The expansion of coal output will reduce the need for imported
fuel. The increase in iron ore output to the prewar level will result
largely from the restoration of the Syd-Varanger plants in northern
Norway and will permit a substantial increase in exports. A further
expansion would be possible. The increase in iron and steel output
‘will greatly reduce the dependence of Norway on imports from the
United States and Belgium. The proposed expansion of output by
1952-53 does not take into account the new plant in Northern Norway.
which will not begin production until 1958. The capacity of the new
steel plant would enable steel ontput to.be tripled in- 1953 as compared
to 1952, and the completed plant would eventually increase steel out-
put to 7 times the 1952 planned output. The new plant would not
cover more than 50 percent of domestic requirements, however.

‘While no index is presented for the metal-working industry, a con-
siderable increase in output is planned. A rough measure of the ex-
pansion vhich has already taken place and the contemplated goal
can be derived from employment data. The numbers employed
reached 72,000 in 1948 as compared to 45,000 in 1938, and about. 76,000
are expected to be employed in 1952-58. Exzpansion of this industry
will.substantially reduce import requirements.

The increased output of aluminum, copper, zine, and nickel and of
the electro-chemical industries is largely for export. In electro-chemi-
cals Jarge increases are planned for nitrogenous fertilizers, calcium-
carbide, and other fertilizers. The expansion in the leather and
textile industries will reduce import requirements. The proposed
mereased output in the fish-processing industry is largely for export.

The accomplishment of the full production plans for 1949-52 de-
pends on an expansion of the labor force to meet theincreased demands
and on a rise in productivity. ‘With full-employment already in 1948
it will clearly be difficult to meet the increased demand for labor
which is implied in the complete 4-year program. The incressed
demand by 1952 is estimated at about 60,000 and the employable age
group is estimated to increase by .only 10,000 during this period.

The Norwegian Government believes-that women can'be persuaded
to enter industry in larger numbers, that some releass of manpower
from the fisheries and other branches of industry may be possible, and
that there are certain hidden labor reserves in northern Norway which
can be utilized with an.expansion of industrial activity in that region
to an even greater extent than at present. There are also possibilities
of dovetailing employment in seasonal industries. In addition, a
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program of rationalization must be carried out to increase output
per man year.

D. EXPORTS AND IMPORTS

The Norwegian Government st the time it presented its long-term
program estimated that the volume of exports in 1948 would be about
87 percent of the 1938 level and that exports in 1952-53 would be
from 25 to 30 percent above the 1948 level, or about 10 percent above
the 1988 level, Trom the latest available data it appears that the
volume of exports in 1948 will not reach 87 percent of prewar, but
may be between 80 and 85 percent of prewar. The increase contem-
plated in the program above actual 1948 levels is therefore greater
than indicated. .

In table 24 a summary of the export goals in the major export
industries as compared to 1948 exports 1s presented. The 1952-53

Tarrr: 24— Estimated emporis
[fo millons of dollarst

1948 1062-53

Fishand fsh prodtets. o it —m—iEmssmemm———— 45 1i2
Foodstulls, fatsand o1ls. oo cmm—————— e - 86 as
Chemicals and fertilizers_ e caceeecmccmmmmcmccm— - 27 52
Tymber and timber produets, pulp and paper. 121 148
Ores and metals....... e - 48 W
OB LS. o e atmmmemammme—mm—mmememammemmEmn=-—eme-edEseuE————. 43 83

Total e e m - 420 537

Souree; Norwegian Qovernment memorandum on the Iong-term program

estimates are ab average prices in the second 4 months of 1948, which
is roughly the same as the average level of prices in 1948, The changes
in value, therefore, correspond closely to estimated changes in volume.

The planned expansion in exports shown in table 24 is clearly pos-
sible from a pliysical point of view if the production goals can be
achieved. The principal question would appear to be the ability of
the Norwegian exporters to market the increased quantities of fish,
peper products, fats and oils, and fertilizers without encountering
sales resistance. If the increased. volume of exports can be marketed
only at lower prices, the estimates of the dollar value of 1952-53 ex-
ports will turn out to be-too. high.

The estimated imports. in 1952-53 can be compared only roughly
with estimated imports m 1947 and 1948. The only available data
for 1947 and 1948 are on a c. 1. 1. basis and the estimates for 1952-53
are on an f. 0. b. basis. However, it may be estimated that the value of
imports in 195253 would be about 810 million dollars ¢, i. £. as com-
pared with 759 million dollars in 1947 and 743 million dollars in
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1948. The Norwegian Government estimates that the volume of im-
ports in 1952-58 will be about 10 percent above the prewar level.

It appears that the sharpest increases in volume as compared to
1947 and 1948 will be in iron, steel, metals, and machinery imports.
These imports are necessary to fit in with the much higher level of
industrial output planned for 1952. The proposed new steel plant
will not be in operation until 1953. In the case of textiles a substan-
tial increase over 1948 Jevels is indicated, but not over the 1947 level.
The proposed imports would permit approximately the previar level
of consumption. The volume of ship imports will decline sharply as
compared to 1947 and 1948, New ship imports will be limited essen-
tially to the tonnage needed to maintain the fleet at the level planned
for the end of 1952.

E. BALANCE OF PAYMENTS

The available data on the balance of payments by currency areas
n 195253, according to the Norwegian program, is presented in table
25 together with similar date for 1947, The program anticipates the
almost complete balancing of Norway’s over-all and dollar current
account, position. The commodity trade deficit with the dollar area
will be reduced from 204 million to 82 million dollars, while the com-
modity trade deficit with all areas will be reduced from 847 million to
203 million dollars. It is hoped to increase net dollar shipping re-
ceipts about 100 percent from 33 millionto 62 million dollars and total
net shipping receipts in all currencies from 85 million to 186 million
dollars. The current account deficit with the dollar area is to be
reduced from 170 million to 21 million dollars, and the over-all current
deficit from 250 million to 10 million dollars equivalent. The Nor-
wegian Government believes that a deficit of 10 million. dollars on cur-

Tanry 25~ Current balance of payments by areas, 1947 and 1952-53
" [In millipns of dollars]

1847 ‘ 1952-53
Dollar | haraa: Dollar | patiny
o pating ollar [ pating
area |sterling Other | Total area | sterlmg Other | Total
' aren area
A. Comnmodity account:
1. Imporis of goods gnd ships
f.o.b. e ———————— 250 154 207 731 149 200 391 40
2 E\'ports of goods and ships.. 46 77 261 364 07 120 350 537
3 Import surplus {(—)___ ____._ -204 | —107 —36 | —347 —8§2 ~80 —~41 —203
B. Net surplus (3} or defleit (—): '
1L Commodity trede o oeeeooo| —204 | —107 -—36 | —347 —82 —B0 =41 | =203
2. Shlppmg roceipts ond ex- .
PODEGS . e +323 11 41 +85 +62 —+54 —+%0 -+136
3 Other Jtems _________________ +1 -+0 -+2 +12 -1 -7 1 +7
4 Totalaa e —170 —87 7] =250 -2 =19 —+30 =10

Source: Official mamorandum of the Norwepian Government on the long-term program.
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rent account. is reasonable for a-country developing rapidly and that a
capital import.of this amount would be natural. During thethirties
Norway had a.small outflow of capital, but it isbelieved that.a return to
the situation in the twenties when there was a steady small inflow of
capital is to be expected.

The reduction in the dollar deficit on commodity trade is to be
achieved largely by shifting imports from the dollar area as much. as
possible. An incresse in imparts from western Germany te anything
like prewar levels is not expected. Imports are necessarily to be
obtained: in large part from those countries willing to purchase Nor-
wegian products. Tt is planned to purchase large quantities of bread
prains from Russia in exchange for fats, herring, and aluminum. No
very great expansion in Norwegian exports to the dollar area ap-
pears to be possible. The shifting of imports from the dollar area
and the ingbility of Germany to supply Norway as in prewar days
will force Norway to continue to have a deficit with the sterling area
rather than a surplus as in prewar days. -

Tn addition to the 10 million dollar current account deficit there
is estimated to be & 25 million dollar uncovered deficit on capital ac-
count, after allowing for credits on ship purchases and certain other
debt service items which are relatively small. Payments-on ships de-
livered in the past and prepayments on ships to be delivered in the
future will amount to about 65 million dollars. On the cther hand,
the value of ship deliveries which. have been prepaid is estimated at
93 million dollars.and credits on new ship deliveries are estimated at
98 million dollars. Of the total capital account deficit 16 million
dollars will be with the dollar area. This means an estimated un-
covered current and capital deficit with the dollar area of 37 million
dollars, and with all areas of 35 million dollars.

The Norwegian Government believes that further credits may be
obtainable on ship purchases. In view of the net capitel outflow
planned on ship purchase contracts in 1952~ 53 it would seem advis-
able for Norway to.make every effort to eliminate the small estimated
current account deficit both with the world as a whole and with the
dollar area and, in fact, to aim at an over-all current account surplus.
_ Although a net capital inflow may be natural for a country in Nor-

way’s stage of economic development, the schedule of indebtedness
and required prepayments under ship purchase contracts.are solarge
that further private credits to the extent necessary to secure 2 net
‘inflow of capital may not be obtainable. However very large credits
on ship purchases have been made available in the past and Swedish
and British yards may be sufficiently depéndent on Norweglan con-
tracts to increase substantially the credits granted.

Another question arises with respect to the estimated current
account deficits for 1950-51 and 1951-562. There is no indication in
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the long-térm program of the speed with which Norway expects-to
approach the relatively balanced current account position forecast for
1952-53, and the reduction of the current account dollar deficit to.21
million: dollars. The fact that the' full investment program would
require an import surplus of goods and services averaging 225 million
.dollars a year suggests that sufficient attention has ot been given to
the necessity of gradually approaching a balanced position. With
vegpect to the dollar defieit in particular it may be assumed that United
States aid will necessarily he reduced each year. In the absence of
more detailed estimates from the Norwegian Government it is impos-
sible to determine whether in fact this'problem is being given sufficient
atbention. One factor to be considered in the development of the
current account deficit over the period of the long-term program is
the fact that ship deliveries under existing contracts almost all from
participating countries will run at 111 million dollars in 1950, 128
million in 1951, and 65 million dollars in 1952. This will tend to keep
the current account deficit high through 1951 vis-i-vis the partici-
pating countries.

F. FINANCIAL QUTLOOK

The net investments enwsaoed in the N orwegmn long-term program
can be fully carried out only r i net domestic savings and the import
surplus can be substantially increased. "The net investments contem-
plated are at the rate of 450 million dollars a year as compared 'to
about 429 million doliars in 1947 and something more than 814 million
dollars in 1948. The way in which the net investment levels have been
achieved in 1947 and 1948 and the Government’s estlmates for 1949
Lo 1952 are presented in table 26.

It is clear-that the-current import surplus is expected to make pos-
sible almost half of the planned level of met investment. Tt is not
clear how the Norwegian Government plans to finance a current ac-

TABLE 26 —Net investment

11 milliong of dollars]

1o40-52

1847 148 annpal

. avorage
1, Nef investment — e m——m—.————— 420 314 450
2, Import Surplus. e ceememem—————————— - 2%6 193 295

3. Savings:

(@) Business.. el e 80 60\ ____________
Eb Qovernment_ __ i cteuecmem e e————— 117 169 e -
Privalee e e e R B e _-”«18 — 8 =
Mot 149 171 225
4 Bum of Zplus 8 et e em——— 1415 1364, 450

Soures: Department of Commerce of the Norweglan Government, Naiional Budget Office, and the
memorandum of the Norwegisn Government on the long-term program.
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count surplus averaging 225 million dollars a year. Net credits on
shipping contracts may yield 40 million dollars a year and some fur-
ther credits may become available. In the 1949-50 program year ap-
proximately 164 million dollars in divect and indirect ECA. aid has
been: requested but continued aid at this rate can hardly be expected.
Some use of non-dollar foreign exchange reserves is also contemplated.

The Government plans to continue, through ifs budgetary policies,
to keep Government savings at a high level. Steps have also been
taken recently to encourage private savings. )

If an import surplus of 225 million dollars proves to exceed the
means available to Norway, the net investment program cannot be
achieved in its entirety without lerger domestic savings than are
planned on. The program calls for an increase in aggregate net sav-
ings from 171 million to 225 million dollars. While this appears to
indicate a 30 percent increase over the 1948 level, it is in fact no more
than is currently being saved by business and the Government. In
other words it is o rate that would have been achieved in 1948.if private
individuals had not:met their living costs in part out of past savings.

Clearly, however, there is 2 relationship between high levels of sav-
ing by the Government and dissaving by individuals. Consumption
standards are relatively inflexible and high tax rates therefore tend
to lower the rate of private saving. Thus there may be some conflict
between the Government program to keep Governinent savings at a
high level and the steps it has recently talten to encourage private
savings. .

In the final analysis it is Important to consider the feasibility of
the over-all projected rate of domestic saving without regard to the
agency through which savings are to be accumulated. Inadequate as
the projected amount of saving appears to be if the investment pro-
gram is to be carried out, 225 million dollars of saving out of domes-
tic resources would involve a rate of saving equal to 13 or 14 percent
of the total net national product of Norway projected for 1952-53
and of more than 14 percent of the current net product. While this
rate is apparently about the same as the prewar rate of saving in
Norway, it is substantially higher than rates in other countries and
would involve even greater sacrifices of a people who are already living
under very austere conditions.

G. COMMENTS AND BASIC PROBLEMS

The long-term program of-the Norwegian Government plans an
expansion of its tfaditional export industries and of the merchant
fleet. In addition the development of certain new export fields is
contemplated. The investments in those fields are well suvited to
the potentialities of the Norwegian economy and can be expected
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to go a long way toward achieving balance in Norway’s international
transactions. Other investments are contemplated in transport faeili-
ties, housing, and stocks which are for the most part necessary to
make possible the expansion of output in the export industries. Cer-
tain other investments in domestic industries, partly to reduce the
dependence on imports, are also planned.

One of the major problems relates to the over-all size of the in-
vestment program. It seems unlikely that the level of foreign finane-
ing and the level of net domestic savings necessary to permib the
carrying out of the full long-term program can be achieved. Suf-
ficient attention may not have been given to the fact that the level
of BCA. aid requested must decline each year. Perhaps also there
is an excessive degree of optimism about the availability of private
credits. As far as net domestic savings is concerned, it would appear
to be difficult to maintain year after year the present level of net
Government saving and also substantially increase private savings.

If the full long-term program cannot be carried out, some of the
investments in domestic industries, inland communieations facilities
and the like, though highly desirable in themselves, may have to be
deferred. The Norwegian Government has indicated that it realizes
that priority must be given to the development of export industries,
if viability is to be achieved in 1952-53. It is important that the
Government continue to keep careful watch on the investment program
year by year so that it is within the limits of available resources and
so that priority is given to the development of exports. The program
actually presented for 1949-50 seems to be very reasonable hoth from
the point of the total planned investment and the investments that
will increase earnings of foreign exchange,

Only if the investment program year by year is geared to the avail-
able foreign and domestic resources will the government succeed in
preventing an inerease in the latent inflationary pressure already
present in the economy. Amny substantial increase in this pressure
might endanger the Government’s stabilizalion program. urther-
more, an adjustment to the Jatent inflation must eventually be reached
so that price and wage controls c¢hn be eliminated. While these con-
trols have been effective and have avoided .a serious inflation, they
undoubtedly interfere somewhat with the most efficient use of labor
and resources. In addition an eventual adjustment to the latent infla-
tionary situation would probably permit the Government to reduce the
level of taxes somewhat. The present level of taxes and the tax sys-
tesn are such that they probably tend to some extent to discourage sav-
ings and hard work.

The most basic problem of a non-financial nature is the problem of
labor supply. It is doubtful if the full increase in the labor force
called for in the long-term program can be achieved. In spite of the
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Government’s efforts to encourage the employment of women and the
dovetailing of seasonal industries, it is probable that the limited labor
supply, like the limited foreign and domestic financial resources, will
necessitate some reduction in the long-term program-goals. The Gov-
ernment must watch the level of investment in the Jower pricrity
phases of the investment program to see that they do not absorb too
large a share of the Iabor force. If the goalsin the export industries
are to be achieved it may be necessary to defer expansion in agricultural
employment and employment in domestic industries.

r
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Chapter III. The First Two Annual

Programs

A. THE PROGRAM FOR 1943-49

As has already been indicated, Norway’s capacity to go on financing
a large deficit in its balance.of payments was almost exhausted by the
end of 1948, KCA aid beginning in 1948 was the only alternative to a
further drastic curtailment of imports. Tmports could not have been
curtailed sufficiently without creating extreme hardship, precipitating
a depression and holting reconstruction in Norway.

For 194849 the OEEC recommended that the ECA. extend direct
dollar assistance amounting to 84 million dollars, plus drawing rights
on other ERP countries, primarily Sweden and Belgium, amounting
to-a net sum of 31.8 million dollars. The ECA has accepted this rec-
ommendation with a minor reduction in direct dollar aid to 83.3 million
dollars.. “The revised balance of payments submitted by the Norwegian
Government showed 2 dollar deficit on current account of 103.4 million
dollars and a total dollar deficit of 90.4 million dollars after allowing
for the use of an Export-Tmport Bank credit to the extent of 30 million
dollars and various amortization payments. The current accounts
deficit compares with one of 170 million dollars in 1947. During the
latter year, however, there were far larger private and public credits
.available so that the total dollar deficit amounted to only 73 m1111011
dollars.

Examination of the 1948-49 ‘balance indicates that the deficit is
conservatively estimated. In faet a detailed scrutiny of the import
requirements underlying the estimate indicatesthat the value of dollar
imports from the. Western Hemispheré may have to be raised by 11.3
million dollars above the Norwegmn estimate. Even after allowing
for the probability that Norwegian exports to the United States may
have been underestimated by about 3 million dollars, Norway’s total
dollar deficit appears to be 14.4 million dollats above the amount of aid.
recommended by ECA. (see table27). There is no certainty, of course,
that Norway will actually incur such an additional defieit, for, unless
receipts rise above present expectations, the Norwegian Government
may prefer to cut imports below original requirements rather then
sacrifice more of Norway’s slender gold and: dollar reserves.
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TABLE 27— Norwepion balance of payments for the fiscal year 1948-49

[n millions of ¢ollars)
ECOC! ECA estimate
Doller Dollar
Non- Non-
United dolar | Total Dnited dollar Total
States Other | Total States {Other | Total
1. Imports {0, Do . 121.4| 48.5| 167.9| BB 4] 720 3 1264 BIL.8[ 178.2| 5324 730 6
2. Bxportsfob. 22.0] 17.0 39.0( 351 3] 390 3 25.0 17.0 42 0 351.3] 393.3
3. Merchandise balance.....| —49 4] =29, 5|~128 0|~201, 1|-=330. |—101. 4| —34, §[==136 2(--201.1[~337. 3
4. Invisibles (net) --cacaee—m- moaf e 4255 4935041195, 0| 412, 0f =13, 5| -25 5| 493, 51119.0
5. Ba]ance on curreat ac-
.................. n.s8f 0o a8]=103.4]—107, 6|—211. 0] —89.4| —21 (=110, 7|—107, 6}—218, 3
6. Settlementson peayments
agreaments, oo cmoooo o] —4 0 —400 e oo —4 0 =AW
7. Capatal transsctions:
(a) Non-ECA financ-
| 80,9 302 --30 2 -:—30 - N
{b} Repayments ______ —13.2| oo —13 2| —13.2 Lo L SO [,
8. Net position. e e e cacc|ecocmaa]ccamas e LI | (Y A —72 4] =253 —07. 7 ..............
0. Estumated requirements
for United Statesaid | oo ofcaee o iE 1) I U ER E B3 Bleammncceamemnn
10. Tnecovered defert o ofcoeees 19 p— S RN 14.4 R

1 Based on reviseed INorweginon submission to OEEC and subsequent revisions.

Tt seems clear in any event that 2 substantial reduction in assistance
below the conservative total recommended by OEEC would require a
severe cut in imports. Since the austere standard of living in Nor-
way could hardly be reduced, any curtailment of imports would be at
the expense of the capital investments which Norway is attempting to
carry out in an effort to become ultimately self-supporting.

Norway received an allotment of 20 million dellars for the second
calendar quarter of 1948, of whieh 15 million dollars was.a loan and
5 million dollars a direct grant. To date, of the programed amount
of 83.3 million dollars for fiscal 1949, Norway has received allotments
totaling 61.8 million dollars, of which 20 million dollars is a loan,
29.4 million dollars-a direct grant, and 12.4 million dollars conditional
ald. .An additional allotment of 21.5 million dollars will be necessary
to complete the program for 1948-49.

.

B. THE PROGRAM FOR 1949-50

1. Character of the Program in General

The Norwegian program for 1849-50 is substantially more modest
than the long-term program. Itthus illustratesthe difficulty of achiev-
ing the goals of the long-term program without o substantial increase
in foreign financing, The 1949-50 program was worked out on the as-
sumption that total aid from the United States, if not from ECA alone,
could not be increased above the 194849 level. This factor by itself
necessitated the sort of reductions in the 1949-50 program which
may well be necessary in the full 4-year program, i. e., reductions in
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the less urgent although clearly desirable goals; to fit the level of
imports and the level of investment to available resources. It also
differs from the long-term program because, like the program for
1948-49, it is essentially a continuation of the plans made by the. Nor-
wegian Government immediately after the war when it was realized
that drastic measures were needed to increase the foreign exchange
earning capacity of Norway and when the amount of external assist-
ance avallable was believed to be much more limited. Finally, it
departs from .the long-term program because the Norwegian Gov-
ernment believes that priority must be given to expansion of the
export industries. In the opinion of the Norwegian (Government
progress toward raising consumption from present austerity levels
to the prewar level and improvements in domestic industries and
transport and communications facilities can and must be postponed if
such postponement is necessary in order to make possible more-urgent
expansion in the export industries.

In spite of the relatively less. ambitious nature of the 1949-50 pro-
gram, ECA aid is requested at more than the 194849 rate. In the first
estimates submitted, aid was requested up to 119 million dollars as
compared to 84 million dollars in 1948—49. This increase was re-
quested although imports from the dollar area vere planned to be
at the same rate as in 1948-49. The principal explanation is the faet
that Norway had 30 million dollars from an Export-Import Bank
loan available for use.in 1948-49. None of this credit will be available
for use in 1949-50 and no other similar credit is yet in prospect. The
total United States Government aid, i. e., ECA. plus Export-Import
Bank aid, required according to the original 1949-50 program esti-
mates was, therefore, at about the 194849 level.

In December 1948, the requested, aid was increased by 12.2 mﬂllon,
dollars. Virtually the entire increase was requested because the Nor-
wegian Government believed it would be impossible to obtain certain
essential imports up to a value of 10.5 million dollars from other par-
ticipating countries, which the original 1949-50 program estimates
had assumed couvld be obtained from such countries.

2. Imports

- The Ievel of imports contemplated in the vevised Norwegian Govern-
ment estimates of total imports is not as high as would be required to
fully carry out the long-term program. In table 28 the over-all value
as compared to the 1948—49 program and the estimated 1948 level 1s
shown.

The value of estimated ship purchases in 1949-50 is in line with
the long-term program- estimates. The value of estimated imports
other than ships. for 1949-50; on the other hand, is'lower than that
indicated for the long-term program and is projected at about 12
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TABLE 28.—Valte of imports, . 0. b,

[In milligns of dollars]
Ships Cther Total
Estmlated M8 — S 141, 660 701
B e e ———— —————— e o 156 54 790
1949-50...-----..___._____......__.____. — [ — 151 620 780

percent above the 194849 estimates. The volume inerease is lower
since the Norwegian Government has stated that the 1949-50 estimates
are based on higher import prme assumptions than the 194849 esti-
mates. Precise data on the price assumptlons are not available. The
volume of imports other than ships in 1948 is estimated at 90 percent
of the 1938 level, as compared to 1947 imports at 104 percent of the
1938 level. Even assuming no increase in the level of prices used
in the 1949-50 estimates as compared to the 1948 and 194849 esti-
mates, therefore, the volume of imports other than ships in 1949-50
may be estimated at approximately the prewar level, and at about 12
percent higher than the 194849 programed level.

In table 29 a summary of the changes in the programed value of
imports of certain major groups of commodities from 1948-49 to
1949-50 is presented. Total imports as well as imports payable in
doilars are shown. More detailed information on the items in each
group is presented in annex A. The 60 million dollars increase in-the
value of programed fotal imports reflects a 17 million dollars planned
increase in machinery imports, an 18 million dollars inerease in im-
ports of food, beverages, and fodder, and smaller increases in Iimports
of textile products and ores and metals. The programed increased in
dollar imports is only 15 million dollars, the majority of which is
accounted for by an approximately 10 million dollars increase in ores

Tapre 29.—Norwegian Fovernment estimates of totel fmport programs

[In mHlions of dollars)

Rovised 14849 Rovised 1048-50

Total dol- | Payable in | Total Jol-*| Payable in
Iar valuo dollars lar valas dollars

116 4 {- 601 134.4 63.2

14,2 7.2 0 O]
Yokl 150 , 83.5 16.5
6.8 A17.3 66.6 15:1
882 20,4 . 02.8 3’ s
851 27.4 12 4 315
1% 0 0.0 151.0 ¢o
w2 11.5 2134,1 117,40
Total3__ ——— et i e 720.3 167.9 779.9 | 182 O

1 Tnelnded m ‘other.”

2 The fact that chemueals are inelunded it this group means that the 184950 values for “other imports™
cannot be compared with the 1%48—49 values; totals are comparable.

1 Beeause of rounding columns do not always add precisely to total,
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and' metals imports, mofe specifically in imports of finished steel
products. -

The programed increase in imports of machinery and ores and
metals is necessary for the carrying out of the 1949-50 investment and
output programs. ‘The increase in total food imports and in textiles
is-designed to make possible some increase'in consumption. The in-
creases in textiles are largely in raw cotton and wool to fit the much
higher capacity of the textile industry. In annex B details are pre-
sented on the volume of certain major imports-in thousands of metric
tons for the program years as well as for 1947, 1948, and 1935-38.
The programed volume of imports-of food, feedstuffs, and beverages
in 1949-50 on the whole is below prewar levels. The programed
volume of raw cotton and wool imports in 194950 is much above-pre-
war levels. The other major increases are in iron ore and finished
steel. A .sharp decline in imports of solid fuels is ofiset by a-sharp
increase in petroleum product imports.

3. Consumptioﬁ

The increased resources due to higher imports and output are
planned to have little effect on over-all consumption levels. In table
30 per capita supplies of a few products in 1949-50 based on the pro-
gramed levels of imports and production as compared to the average
per capita supplies in 1935-38 are shown.

TABLE 30.—Per capiia supplies of certain commodities

Per capifa Per capita

sIJ’Jer cﬁg% suppliesin | suppliesin

. {01050 Qato- | 194840 m- | 1949-50; In-
= -

grams) dex, 11;&5}—38 ’dax, 2;!5)5—-38
Bread grafns. © 142 L a7
Fats and 0f15 e m e e e v e et m i dm———— 25 B3 82
10 F 1 e 25 73 T
eat ______ . " - 27.9 72 75
Tobacch  wueaean e ——————————— 1.5 139 142
L O 663 G6 , 62
Raw cotton. o e e e e e m e mmmm————————— 25 136 214
Unmsanuofaciured wool ___.aaa.a - z 21 157, 203

Source: Official prograﬁl. data submitted by the Norwegian dovernment,

It is clear from table 30 that some increase in per capita consump-
tion of bread grains, sugar, and meat is contemplated in 1949-50 as
compared to 1948-49. In the case of fats and oils little or no change
15 planned, However, in none of these cases is consumption to be in-
creased by more than 10 percent and in each case per capita consump-
tion in 1949-50 will be below the prewar level. In fact, bread grains
is the only one of these commodities for which per capita consumption
in 1949-50 is. programed to approach the prewar level. In the case
of meat, sugar, fats, and oils consumption will be from 76 to 82 percent
of prewar, while coal will be. at 62 percent. Tobacco supplies are
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programed fo increase very slightly in 1949-50 from a level in
1948-49 already well above prewar. The Increase in per capita con-
sumption of tobaccois world-wide and reflects the Norwegian Govern-
ment’s opinion that approximately the present level is necessary for
morale purposes in a country in which very little other than minimum
supplies of basic foods can be purchased. It is also an important
source of revenue, for tobacco is heavily taxed.

The increased per capita supplies of raw cotton and wool reflect the
increased capacity of the Norweglan textile industry. The increased
imports of cotton and wool will permit an increase in the present woe-
fully inadequate supply of textiles. However, the level of per capita.
supplies of raw cotion and wool as compared {0 prewar cannot be
taken as an indication of the increase in textiles available for purchase,
or as an indication of an increase in consumers’ supplies of textiles.
Imports of finished textiles ars well below prewar in volume, and
consumers’ supplies are so low that very much inereased purchases
above the prewar annual rate would be necessary to raise consurers’
supplies to the prewar level. Moreover, some of the increased domestic
output of textiles will be used for industrial purposes, e. g., cotton
bags for the export of fish meal, and some of the increased output
based on the increased imports will not actually be available to con-
sumers or industry until after 1949-50.

4, Investment

Detailed estimates of the fotal rate of investment or the rate of
investment in. various industries are not available for 1949-50. It is
- reasonably certaim, however, that the nel investment will' not be at
the rate of 450 million dollars a year contemplated in the long-term
program. The attainment of this level of investment would require
an over-all current account deficit of 225 million dollars and an in-
crease in the rate of net domestic savings from about 171 million to
225 million.dollars. The full increase in net domestic savings will
almost certainly not be realized unless there begins to be some net
savings by individnals. Furthermore the official estimated current
account deficit for 1949-50 is 188 million dollars. The rate of net
investment contemplated in 1949-50 is probably between 350 ‘million
and 400 million doilars.

Although detailed estimates are not available for investment by
industries in 1949-50, some indications of the direction of the invest-
ment program for 1949-50 arve available. First, the investment in
ships continues to be the major single item in the program. Purchases
of new ships will amount to 151 million. dollars as compared to 156
million dollars in 1948-49 and 141 million doliars in 1948. Net invest-
ment in shipping will presumably amount to about one-third of total
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net investment in 1949-50 as it did in 1948. The merchant flest is
expected to Teach 5 million gross tons at the end of the 1949-50 year
as compared to 4.4 millions tons at the end of 1948 and 4.9 million
tons at the end of 1839. The expansion of the fleet is believed to be
the quickest means of increasing foreign exchange earnings.

Investment in mining and manufacturing will also be large. The
principal investments are in mining, electro-metallurgical, chemical,
and electro-chemical industries, all of which are industries producing
directly for export. Before the end of 1949-50 some construction
projects will be completed for the output of nitrogenous fertilizer,
sulphuric acid, superphosphate, chlorine, and caustic soda. New pro-
duction and expansion in output in a number of other chemicals is
planned. Substantial investment will be made-in completion of the re-
constrietion of the Syd-Varanger iron ore mine and concentration
plant. The effect on exports will not be felt until 1950-51, however.
The rate of investment in forestry, fisheries, and whaling will not be
very high in 1949-50 since an expansion of oulput in these major export,
fields is limited by physical factors and not by inadequate plant and
equipment. Substantial investments in these fields have already talen
place. There will be considerable investment in oil-processing and fat-
hardeming plants producing for export. Further Investment in the
pulp and paper industry will also take place.

Another important field of investment will be the development of
hydro-electric power. The further development of hiydro-electric
power 1s essentlal for the planned expansion of ferro-alloys output,
electro-chemical production and, in fact, is basic to a large part of
the planned expansion of industry. In 1949-50 output is to be in-
creased by 2,300 million kilowatt hours. The increase for the 4-year
program is only 4,000 kilowatt hours.

In cerfain other fields in which substantial investments are con-
templated in the long-term program the 1949-50 program appears
to be less ambitious than the 4-year program. To some extent this
presumably represents a recognifion that investment in these fields
1s less urgent, even though highly desirable. In housing the long-
term program itself called for a lower rate of investment in the
earlier years of the whole program. As far as motor vehicles are
concerned most of the planned expansion is scheduled to begin only
after 1950. In the textile industry, however, the expansion of capacity
will be complete by the end of 1949-50. Substantial progress toward
the reconstruction of war-damaged bridges, the laying of hard-surface
roads, and the planned electrification of railways will be made. To
a-considerable extent the investment in these last fields is the necessary
counterpart of the general expansion of output.
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5. Production

The deseription of the investment program for 1949-50 clearly in-
dicates the fields in which the major expansion of output is expected.
The chief expansion of output will.be in industry and mining. Agri-
cultural output is expected to be at about the 1948 level, but there will
be some increase in the output of meat, milk, and eggs. Crop yields
are not expected te be greater than in 1948 when the weather was
abnormally favorable. The fish catch is estimated to be somewhat
smaller than in 1948 when the fish catch was unusually geod, but
cod fishing is expected to show a better return. The cut of logs to
be sold as timber is estimated at 7 million cubic meters as compared
to 6.5 million estimated for 1947—48.and 5.7 million prewar. ‘Some
further improvement in the fish catch by 1952-53 1s expected but in
timber the 7 million goal is believed to be the maximum attainable
due to actual physical limitation on further expansmn

By the end of 1949-50 industrial output is to be at a level 12 percent,
higher thap in 1948, reflecting partly the large investment in the
past which may well show more substantial results in 1950-51.
Capacity for the production of aluminum is.expected to rise from
12,000 to 24,000 tons in 1949-50. Substantial increases in the pro-
duction capacity of cement, nitrogenous fertilizers, superphosphates,
sulphuric acid, chlorine and caustic soda, herring oil and hardened
fats will.also be realized. In the textile industry greater output will
result from an increase in the number of cotton spindles from 55,000
10 98,000 and from an extension in the production capacity for rayon
‘yarn from 400 to 1,000 tons. Mining production as a whole will show
no substantial expansion, although by the end of 1949-50 the recon-
struction of the iran-ore plants at Syd-Varanger will have progressed
sufficiently to permit a rate of production of one-half 03’:‘ the planned
capacity.

Table 31 shows the output of certain industrial and mining prod-
uets forecast for 1949-50. Naturally increases in production do not
fully reflect the increased capacity that will become available only in
the course of that year.

TaeLE 3. —Industrial and mining production

[In thousands of metrie tons; clectric power in millions of kilowatt-hours]

1038 1948 1M40-50 185253
08l e cemare—ccc === —————————— e mmm e 300 450 550 850
TTON O e e e commmmmmmm——— e e = a=mm=————— e e m e e 1,475 300 500 1, 500
2525 | o mmmmemmmmeemdmcsmasemesas—-- « 1,028 730+ 700 800
1 O U S 35 60 85 77
N LT FaT T\ T P — P 29 30 a7 05
B 190 <)+ S S Y 75 90 150 175
L8753 1271 R S 330 500 T00 750
Electrie power--. : — I B, 650 12,300 14,300 16, 000




6. Exports

The inereased resources, due to expanded levels of output and of
imports, will be reflected in an increase in commodity exports. It has
been stated that the value and volume of imports is expected to be about
10 to 12 percent above the 1948 and 194849 levels and industrial output
is expected to be about 12 percent in volume above the 1948 level, An
increase in the value of exports in 1949-50 to 464 million dollars is
contemplated as compared to the 890 million dollar estimate for
1948-49. A more significant comparison is between an estimated level
.0f 420 million dollars in 1948 and the planned level of 464 million
dollars. The increase in value is about 10 percent; the increase in
volume is less but a precise. estimate cannot be made hecause of lack,
of complete information on the price assumptions. Since the volume
of exports in 1948 is about 81 percent of prewar, the programed level
of exports in 1949-50 will still be well below the prewar volume.

The investments and expansion of capacity planned for 1949-50 will
malie possible a much higher level of exports of minerals, metals, and
chemicalsafter 194950 rathe rthan in 1949-501itself. The Syd-Varan-
ger iron ore plant will not be produecing until after 1949-50. The
planned expansion in the output of nickel will not begin until after
1949-50. ‘The new aluminum plant at Aardal will only affect exports
to a very small extent in 1949-50. In the electro-metaliurgical field as
a2, whole much greater expansion of.output and exports can be.expected
after 1949-50.

Anotherreason for the relatively small increase in exportsin 1949-50
as compared to 1948 is that the unusually large fish catch in 1948
cannot be expected to be repeated in 1949-50. But some expansion of
canned fish, fish meals,-and hardened fat exports are expected. Also
an expansion of pulp and paper exports is expected.

It may be that the volume of estimated exports will in fact be slightly
higher than estimated if most favorable conditions are realized. On
the other hand the estimated value of exports appears a bit high
in view of recent weakening in the prices of fish, fats and oils, and
pulp and paper products.

‘Exports to the dollar area, or dollar earning exports are estimated
for 1949-50 at 40 million dollars as compared to 89 million dollars
estimated.by the Norwegian Government for 1948—49. The failure of
dollar earning exports to expand more rapidly reflects in part the faet
that the market for fish and pulp-and paper products is not as elastic
as the market for the ores, metals, and chemicals which Norway is
planning to export In much greater volume after 1949-50. Dollar
earning exports to the United States will be only 1.7 million: dollaxs
greater than the estimate by the Norwegian Government for 1948-49.
Pollar earning exports to the other Western Hemisphere countries, on
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the other hand, will be 4.4 million dollars higher than 1948-49. The
increase in dollar eaxning exports to the Western Hemisphere is there-
fore 6.1 million dollars. Totel dollar earning exports will, however,
rise by no more than 1.1 million dollars because in 194849 5 million
dollars was received from exports to other parficipatmg and non-
participating countries, whereas in 194950 no dollar earnings from
exports to such countries are expected.

7. Balance of Paymenis

The official program estimates of the balance of payments in 1948-50
as compared to 194849 .are presented in table 32. The estimated
balance of payments in all currencies shows a substantial improvement
over 1948-49. The deficit on merchandise trade is estimated at 316
million dollars as compared to the estimated 330 million dollars in
1948-49. Net shipping receipts are expected fo incerase from 104
million dollars in 194849 to 129 million dollars in 1948-50. The
increase is not fully commensurate with the increased tonnage because
of rising operating expenses.abroad. The net income irom other
invisibles of 12 million dollars in 1948-49, however, is changed to o 1
million dollar deficit in 1949-50. The current deficit is estimated at
188 million dollars as compared to 211 million dollars in 1948-49. Om
the basis of 1948 data the 1948-49 estimated exports appear to be too
low. This means that the degree of Improvement in 1949-50 is
probably somewhat less than is indicated by a comparison of the
program estimates. Even taking account of this fact, however, the
current balance of payments in all currencies shows considerable
Improvement.

Tanrry 32— Norwegian estimates of balanee of peyments®

[In muliions of dollars]

All currencies Gold and dollars
194849 1949-50 1948-49 | 1948-50
1, Imports ............................................. 720 780 107.9 182 &
2. Exporis.. e mman a0 464 o a0 1
3. Merﬁhaudlse Datance (et) - - e meemamen] —330 -316 —128 9 —142 8
4. Shipping (net) . oo, — +107 +129 | 285 433 0
5, Qther mvisibles (net}_________ +12 —1 —3.0 —1.0
8. Total invisibles (net)e-ceecaaa 119 128 4255 -432.0
7. Balaneo on current aceound___ -211 —188 —103 4 —110.8
8. Captalacetunb. ..o oo ———a =1-13.0 —2L0
9. Balanece on current and camtal account____. a—- —90. 4 —131.8

1 The 1048490 figures are based onrovised estinates submitted to the OEEC in October 1948, The 1949-50
figures represent the revised estimates submitted te the OEEG 11 Deeember 1848

The balance of payments in gold and dollars for 1949-50, on the
other hand, shows a serious deterioration. While dollar imports are
prograrmed at 15 million dollars more in 1949-50 than in 194849, dollar
earning exports will increase only 1.1 million dollars: The net mer-
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chandise deficit increases from 128.9 miltion dollars in 1948-49 to 142.8
million dollars in 1949-50. Net dollar freight receipts are estimated
to increase from 28.5 million to 33 million dollars and other invisibles
will result.in a net deficit of 1 million dollars. The estimated increase
in net dollar shipping receipts is not in proportion to the inerease in
over-all tonnage partly because competition for dollar ireight is becom-
ing increasingly-severe and partly because operating expenses incurred
in dollar ports have been rising very rapidly in recent months. The
net dollar deficit of Norway on account of current imports and exports
of goods and services is estimated to increase from 103.4 million to
110.8 million dollars.

The most important single factor affecting the dollar balance of pay-
ments of Norway is the change in the capital transactions from 194849
to 1949-50. Tun 104849 in spite of dollar amortization payments of 13
million dollars, and certain other transactions, there was a net inflow
of capital of 17 million dollars, not counting a 4 million dollar obliga-
tion under a payments agreement. This was because Norswvay has been
able to utilize 30 million dollars of a previously granted Export-
Import Bank credit during 1948-49. This credit will be fully ex-
hausted by June 1949 and no other socurce of substantial dollar eredits
can be-counted on in 1949-50. In 1949-50, Norway estimated a net
deficit on capital account of21 million dollars. Interest and amortiza-
tion payments continue to be large and certain dollar payments are due
to other participating and non-participating countries. Ifull details
on the Norwegian Government’s estimates of the gold and dollar bal-
ance of payments of Norway by areas to and from which payments are
made and received are presented in annex C for 194849 and 1949-50,

8. Critique and Conelusion

The description and discussion of the 1949-50 program has brought
out the fact that it appears to.be in general a well-balanced and reason-
able program. It is less ambitious than the long-term program and
aimed at the maximum increase in the export capacity of Norway.
‘While the improvement in exports during 1949-50 will be relatively
small, this must be expected in view of the fact that a substantial part
of the investment and increased capacity will have full effects only
after 1949-50. In general, there appears to be appropriate balance
between investment and consumption. Furthermore;, there is every
reason to think that the Government can succeed in carrying out the
program without adding too much fo inflationary pressures and in
spite of the labor shortage.

In the 1949-50 program a number of the basic problems raised in
connection with the long-term program either do not arise or arise in
a much more limited degree. The financial problems in particular
are not of the same magpitude. The 1949-50 net investment program
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is smaller than that contemplated in the long-term program and there-
fore does not require the same level of savings or the same import
surplus. Questions have been raised in connection with the discussion
of the full long-term program as.to whether the goals set forth could
be reached. The 194950 investment program is believed fo be geared
to a considerably lower import surplus and level .of net domestic
savings. Questions have also been raised in connection with the long-
term program with respect to the availability of the labor'supply re-
quired by the full program. The 1949-50 program appears to be con-
centrated on the fields which not only will tend to expand exports but
which require less domestic labor. The agricultural expansion con-
templated in the long-term program and the expansion in housing con-
struction and development of inland communication facilities are not
reflected fully in the 1949-50 program. To some extent this-is because
higher rates of expansion are planned in the later years. However,
these are fields requiring & substantial amount of labor and the fact
that the rate of expansion is lower in 1949-50 will ease the labor
shortage.

As faras the strictly finnneial aspects of the program are concerned
little or no increase in latent inflationary pressure need be expected
in 1949-50. The investment program will not be at a very much
higher level than 1948, and the Government will probably be able
to continue to exert a substantial deflationary pressure through its
budgetary policy. The Government plans at least to cover all its
expenditures out of current revenues. It also plans to continue its
practice of selling “preminm” or savings bonds carrying o higher
rate of interest than ordinary Government bonds in order to exert
an anti-inflationary influence, The Government will presumably
also continue to sterilize the proceeds in Norwegian kroner of loans
and grants obtained from abroad. Although the program itself is
not likely to lead to-added inflationary pressure, there is always a
danger that the pressure for increases will disrupt the existing ar-
_ rangements which have enabled the Government to- prevent a spiral
of wage and price increases. Another danger lies in increased pres-
sure for much larger defense expenditure.

Certain adjustments in the 1949-50 program will, however, beneces- -
sary. Hor example, steel imports have had to be cut because of
limited availabilities. The import estimates for petrolenm products
payable in dollars can probably be cut by several million dollars be-
cause Norwegian price assumptions were too high. Imports of agri-
cultural products from dollar areas will be somewhat cheaper than
was anticipated by the Norwegian Government. Some shifts of im-
ports from dollar to non-dollar areas also appear to be possible. Alto-
gether import reductions of-about 28 miilion.dollars, of which approx-
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imately 24 million dollars are from the dollar area, can probably be
made.

On the capital account, it is assumed provisionally that payments
of 4 million in dollars said by the Norwegian Government to be pay-
able to Denmark, the Netherlands, and Italy may not have to be paid,
since the supposed recipient countries apparently do not count on re-
celving such payments. If in practice it should prove impossible to
avoid these dollar obligations through refunding or payment in non-
dollar currencies, the allotment to Norway may subsequently have to
be increased andthose-of the recipient countries correspondingly cut.
On the other hand, a detailed check has revealed that Norway has in-
advertently failed to provide for dollar payments to Belgium which
amount to 3.5 million dollars and arise out of past trade debts not
covered by the present Intra-Turopean Payments Agreement,

The net result of gll of the above adjustment is to reduce the total
dolar deficit for 1949-50 from 131.8 million to 105.1 million dollars.
In the light of this deficit BCA assistance a,mountmg to 105 million

dollars is estimated to be-necessary.

* Thetotal baldnce of payments on current aceoumnt in all currencies,
as adjasted by ECA, shows a deficit of 160.8 million dollars. There
is a deficit of 73.2 million dollars with nondollar areas. With non-
dollar areas outside the ERP countries Norway will have a surplus
most of which will be in inconvertible currencies. The expected
deficit with ERP countries will therefore be substantially larger than
the net -deficit shown with all nondollar areas. Norway expects to
finance this deficit, with other ERP countries through the use of
drawing rights under the intra- -Buropean payments agreement,
through ecredits .obtained on new ships constructed for Norweglan
account in other countries and through the use-of sterling holdings
which presumably remain from the shlp mmdemhity and insurance
payments received as the result of wartime shipping losses. The
exact amount of drawing rights needed in 1949-50 cannot at present
be predicted, but they may not need to be as large as those in 1948-49.

While the direct ECA dollar assistance estimated as necessary for
1949-50, namely 105 million dollars, is higher than the 83.3 million
dollars recommended for 1948-49, the difference is due to the exhaus-
tion of other sources of dollars. While about 80 million dollars was
available from the Export-Import Bank in 1948-49, only 2 million
dollars in dollar loan proceeds are expected in 1949-50. Counting
dollar amortization payments, Norway can count on a net capital in-
flow (other than BCA assistance) of 17 million dollars in 194849 bus
In 1949-50 Norway must reckon with a net outflow of 15.5 million
dollars. According to the ECA estimates given in table 33 the dollar
deficit exclusive of the capital account will be 87.6 million dollars in
1949-50 as compared with a total of 108.4 million dollars projected by
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TABLE 33.—Norwegian balance of payments for the fiscal year 1949-50

[Tn muthons of dollars]
Norwetian submission to OEEC ECA eshmate
Dollar Dollar .
T 5?13} Tatal . 33?[?1} Total
gﬂggg Other | Total gﬁ%ﬁg Cther | Total
1. Imports 1. 0. Doeavewe—ne|  133,1)  40.8) 1829 597,11 7RO o 120.4] 36.6) 1501| &6z 8| Tol.D
2. BExportsf.o. Do 23,71 16.4] 40.1] 423 9 464 0 23.7| 16.4| 401 433 67 463.7
3. Merchandise balanee..... | —109. 4f —39 4|—142 8}—173 2|—316 O —98 8| —20 2{—11%,0|—149, 2{—288 2
4. Tnvistbles (net)..o......| 180} +1L0{ +32.0| 496 0]4+128 of +38.0| +13.4f +3L.4 56 0[+127.4
5. Balance on ¢urrent ae-
COMNEnn e oo oo =914} —10 4|—110 8} —77.2|—1858 0| —80.8] —0.8 —87.6| —73 2{—160.8
6. Settlements on Dpay- ,
ments agresments___..| . __._ —50] =5 0|emammee)meeme | meaa =~=50 —80acnen- [
7. Canpital transachions i
{a) Non-ECA finan-
IME o semmmcen|usnanmenlenmeamefomcaccafeammeaa]---m—- 2| MR B : I (U S
{b) Repaymenis_____ —12.0] —4 0} —16.0{__..... —12.0] —8.5f =158} et o
8. Mol positionoumnemeemanea] —103.4] —28.4|—131 8 . |- =50, 8] —15.3[—105,1|0e-ncauf-uaom
9. Estimated requirements
for United States aid. .| __.._ I 131.s| (VR VS [N FU— 105, 0)e e e |

the Norwegian Government for 1948-49 and ‘one of 110.7 million
dollars estimated by ECA for 1948-49. 'That the improvement in
the current account is not more-marked is attributable to several fac-
tors. The fajlure of dollar earning exports to inerease more rapidly
is partly due to the disappearance of dollar receipts on exports to non-
Western Hemisphere countries, partly to difficnlties in- expanding ex-
ports of fish and-pulp and paper to the United States, and.partly to the
fact that many of the steps which:have been taken to inerease exports of
ores, metals, and chemicals to the United States will not have a sub-
stantial effect on exports until after 1949-50. The failure of net dollar
shipping earmings. to rise more rapidly is due to lower freight rates,
increased competition for dollar freights, and much higher operating
expenses in the United States. The net result of all these factorsis a
1949-50 current account defictt of 87.6 million dollars as compared to
110.7 million. dollars in 1948-49. A much more rapid decline in the
current ‘account ‘doilar deficit can be expected after 1949-50.

In view of the excellent postwar recovery record of Norway, it is
estimated ‘that BCA direct dollar aid of 105 million dollars may be
applied effectively to increase investment and production as o further
step in the divection of economic viability.
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- PART I

Appendix Tables

Tapre A. Norwegian pregramed imports. - .
TapLs B, Programed volume of certain imports compared with recent periods and
DIewar.

TA]]LE C. Program estimates: Balance of payments in gold and doliars by geo-
grophic area: 194849 and 1949-50. -

TasLeD. Volume of some principal commodity exports, 1938-48,

Tasre . Cost of living index: 193048,

TasLe F. Exports and imports: 1938-48, in miltions of kroner.

TaBLE A —Norwegion progromed imporis
[Iz thousands of dollars]

. Revised 194840 . Revised 1040-50
. Total dol- [Payable i | Total dol- | Payable in
. lar value doltars lar value dollars
Food, heverages, and fodder:
Bread grains oo e 36, 40 25,840 37, 850 21, 850
Coarsa grams___._ . 13,840 10, 500 13,841 10, 500
Patsand oils_.....__ 25, 238 13, 800 25,431 13, 760
Ou cake and meal . eae e 0 0 1,700 1,700
Meat____ 502 a 3,016 i]
Tobaceo 7,080 4,200 0,770 5, 600
Sugar.. 10, 859 2,002 11,871 2,002
Coflee.. 7, 880 3,240 8,620 7, 020
All other. 15,106 &0 25, 286 720
O] e e e ———————— 116, 445 60,122 134,379 63,152
Cheiticals: :
Rock phosphote.. o eauae 500 o 938 0
Soluhle phosphate . o oo e e 4,430 0 3,798 " 0
Potash___ e —— 3, UB0 U] 3,675 ' 0
L0171 L 35, 282 7,191 (n ()
Total . e e 34, 2 7,191 () (1)
Texiila produets excluding elothing:
Raw eobton e e e e 4 124, 3,744 6, 240 5, 930
Raw wool_________ s 6, 076 0 9,600
Hard fibers_ . e 2, 858 1,842 2,858 |. 1, 342
Other raw and finished ..o e e e 65, 254 9, 460 (9, 842 ‘3, 700
B O 74,312 15, 046 B8, 540 . 16,472
Fuels-
Solidfvels .. e ——— 28, 100 672 25,150 0
FPetroleum produets - o e e 38, 709 16, 581 41, 491 15,115
Total .. ana. 64, 800 17,253 |~ 66,4644 15, 115
Ores and metals: -

O OI¢_ . 400 0- 500 Q0
Ferro-allo; 530 ] 600 - 0
Pl wom. e . 520 240 520 0
Semfinished steel. - 620 1,190 2775 1,235
Finished steslaanamceaaa - 81,134 23,022 62,335 32,304
Copper. e ma——————— 2,370 l 020 2,905 1,120

TR e e e e m e ————————— e e e e m——— 324 a1z 0
Lead-.oecme - —— ————— 1,953 1, 958 1,958 1,058
o n L o 3,878 1, 790 4,172 1,650
Nickel and miekel matde. . ... 6,080 6,080 | . 0
Other nonfercons metals_ oo oo ——————— 7,965 195 19, 400

Total e e e S 88,226 20,415 92, 847 38, 757




TABLE V.—Norwegian programed imporis—Continued

Revised 194849 Revised 1949-50
| Totsldol- | Payablein | Totaldol- | Payabloin
Isr valuo dollars value dollars

Machinery, exclnding ships:
Eleetric power plant. ———- 7,500 800 7,500 00
Conl mining squipment a—— 150 60 480 240
Petrolenm equipment. oo __ ¢ 0 1,000 400
Trom and steel equlpment ;e oeeoe 6,500 2,800 8, 500 2, 800
Wheeled tractors oo a o eeeaccommmmecmem e 1;850° 650 | 2,280 T80
Other tfactor and agrievltural machinery . ____ 3,370 770 4,000 1, 500
Metalworking machipery, . , 000 2,100 6,300 2,000
Woodworkmg machinery. 400 B0 500 60
c £20 0 800 0
1,820 600 2,100 1,080
Other intand transport 7,900 1,500 8, 400 1,400
A other machinery___ 59, 160 18,050 70, 520 20, 360
Liae | U 05,120 27,420 112, 380 31, 496
B DS o e e eeammm 156, 000 0 151,000 o

Ofher:

Rowbidesand skins___ . _iiaanand 3,705 3,700 4,020 3,360
T o e e e e e e e e memmm— ——— ————————— 9,170 1,200 8,930 1,280
PUlP o mecmeee e e mamrmeemamee—-—————————-———————— 4,350 9 4,350 | 0
Paper and produets. e 1,884 53 1,100 80
AL OB e e e e —me s amas—nm——————————— 58,002 & 410 107, 230 12, 280
Total o mam—a——— 77,201 11,453 134, 091 17,010
Grand tofa). o e e 720,316 187, 930 779,858 181, 506

1 Tncluded in *'All other,”

Bource: QMeial ravised program estimates of the Norwegian (overnment.

Tasre B.—Programed volume of ceriain imports compared with recent periods
and prewar

[In thousands of metrio tons unless otherwise indicated]

Anm.}al rate lzsnsecl
Annual on January-Sep- i
tember— Revised | Revised
Commodity "1‘3‘3?-?333? 7 194849 | 194050
1047 1948
Bread grains. oo et eceee——- 354.0 1388:0 137.6 339.3 3720 390.0
Conrsg @rawms_ 214.0 1227, 143 1 140.6 1200 | 1530 0
Fatsandolls, .o oee e aeea 3107. 5 300 =T 5.3 48,7 45 2
Ofl cake and mMeal.camcmccammemam i e————— 110.0 621 77.8 3246 ™ ' 20.0
(7. S i 3.0 .8 13 i 35
L OD AN mmm v rmm— e e mm mmm o e mmm e 30 4.2 4.1 4.0 4.6, 4.7
AT e e e e mamme s e = e —————————— 5 84.8 | 8.6 GL§ 7.0 £5.0
OofTBB. - e e e awmmmm———— 18.1 10. 8 1.0 19 0 150 17.0
Sold fuels, e 2981.0] 2,16L0 | 2,136.0 L5627 1 1,702 40 1,640.0
Potroleum ProduetS. e oo ccoee e M7.0 | LOIRD 893 3 1,270 7§ 1,498.0 I, 61140
TOTL OFB e ummemm—m—————— 120 1)} @ ® 45.0 55.0
Pl ron e 191 1.4 11 14 6§91 @
Scermufimshed steel- oo mm e e e £20.5 [ 61 15 4 25.5 27.0
Fmished steel o ea e e mee 43207 212.0 306.7 250.0 483 0 490.0
[87.78) 115) SO 45 0.4 N 2.2 3.6 4 5
........................... .4 .3 3 .3 .4 ]
T S 36 4.2 30 4.6 4.5 45
ZiNC OT8. e oo e —aos 64.7 23.0 7.3 67. 0, 400 530
Timber {1,000 cubic meters) . 386 1 233. 5 149 1 1170 w0 FLRY
Pulp . 1t 4 xy 318 3L0 25.0 250
Paper and producis.._.en... 80 29 3.6 4.2 63 3.4
‘Raw cotton._____________ 34 3.7 3 3.3 51 80
Unmanufaetured wool ... $1.0 37 £0 3.3 30 48
Manila and 8188]e ccmmmcmmcmm e — e e ' 38 43 (3} &) 53 5.3
Rockphosphate. e 298,90 24. 6 287 250 150 o
Soluble phosphafe. cacaceen e ® & M & 7.8, - 180
Potash. ... i 15.0 340 ()] {5 420 450
Rawhidesand sKiBS_ .o cccccccmmcneen-a- 46, 35 50 60|, 5o 58
1194748, 1 ot available.
11437-38 average. 41937,

Bources: Offieial program estimates of the Nerwegian Government and regular publicaitons of the cen-

{ral statistical office of the Norwegman Qovernment.
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TasLE (.—Progream estimates: Balance of poyments in gold aend dollars by
geographical area, 104849 end 194950

{In ullions of dellars]
Western Hemisphere Other par-
ticipating 2:21&1- mgn-
Totnl Canadn Other counirjes |participatmg
' i
‘| United States| and New- | Western | 204 DOT'|  arocas
‘ foundland |Hemisphere
i 1948 19491 1948~ | 1849~ | 1048= | 1949~ | 1048~ | 1049~
1048~49}1040-50/1048~40/ 1049-50| 4 0 40 5 | 40 5 | 49 50
CUEEENT ACCOUNT ‘
Trade:
Imporks ?‘. o.b)..| 1679 182.8 121.4] 133,1f 2..6] 10.5 2497 30.3|.-
4 EKPQI'tS f.o.b).. 20.0] 40.1 22.0 28,79 60 60 7.0 1L.4] 3 I]I ......
Balance of trade. | =128 9'—142.8 —~99 4|—108 4|—16 6|—14. 5)~17.7)—18.98| $3.0|-ec---
INVISIELE ITEMS .
Paymenis’
Shipping_________ $6.65] 6840 n.a| 400f n.o 940] n,a,| 170 n.a) 20 nal ...
Tolrism_______... 2.0 1.0 2.0 Lo SRS (S R N A SR
Investment in-
CORIE o ememmme (%) 80 1K 1] S I I S
Other payments__| 150 50 150 351 N NNV VSRS PEUUISER IR AU N,
Total payments.| 83 5] 82 0feecee.. | 90]acana] 17-0)cccena 31 ) I A
RECEIPTS ) - '
Shipping__._____ ... 95 0] 10L.0) m.a) 590 m.a| 120 n.a] 26.0| o.o| &0 DO foaees
TOUSM. e eew e e em 2.0 2.0 20 31 S SRS OSTRNN NN NUSU I P
Investment income___| (% 20 ® £ o1 S N SN (R AN NN, F— ———
Other receipts..._____ 120 9.0 i20] 9.0 | oot oo S
Total receipte...| 100.0f 114 0]o......| 720|______ 12.0|_ 260 [ 1) I . -
Invisible balanca. .. _. 25 5] J-82.0]_......| +18.0 +30 +9.0 +2.0[ccaeen ———
Current account met
surplus (4} or defit- . .
[ L S S =103, 4| —110. 8| .| =914 ... N I . . I . F2.0(caeman ———
Net gold and dollar I N
movemenis result- .
ing from payment [
agreements. . =4 0] =50 e . -4, =50
Other capital opera-
tioms oo 417 ofs —16.0F 417,003 —120f______ R SNSRI I N1 I -
‘T'otal net halanee_____ —00 4]—T30L. 8- ____. =103, &f . wemn =11, 5o -0 O ~0.0 =22 —50

1 Transactions with thesterlmgareaare nof shown separately beesuse of the very small amounts involved.
2 Included in ether payments and raceipts. -
. # Excludes 13 million-dollar repayment of & Norges Bank Joan which was due in 1949-50 anid showh on the
origmgl 1949-50 program as fo be patd In 1945-50 out of gold reserves. The loan was repaid out of gold re-
Servesn Jate 1948 1o order to save mterest charges,

Nore.—Tradoestumates for 194849 hoged on pricts during first 4 months of 1948, trads estimates for 1940-50
hased on prices for second 4 months of 1448,

Sonrce: Ofllclal rovised program estimates of the Norwegian Government.



TARLE D.—Volume of some principal commodity ezports

{In thousands of metrie tons]

January-
1038 1946 1047 Auguost
1948
Fish products:
TFresh herring . e e a5 56 85 108
Salt herrmg. . e e 3H 101 03 kit
Xlip-fish. r-n-eenemmnma e ot 41 27 45 25
Cnnne - _— 26 2% H 26
Fish meal_ e e e i 9| 9 3
Fish aad whals onl oo _._..o — 403 220 3B 210
Tunber products.
P I BT o e e e e e 236 123 169 106
Mechanieal pulp (dry weight) .. 255+ &3 133 121
Chemical pulp (dry welght) oo e e 260 85 102 85
P AP o e ————_— 25 247 282 183
Minerals:
Tron ore and concentrates. . eme o s 1,497 13 51 114
Pyrites______ . T 655 320 308 31
L0753 o) o T ot o 16 13 15 10
G 0T e e e e e e e e cm e ————————————————— 15. 6 ki 1
Suifue________TTTITTTTTTTTTTTTT T ™. 62 72 29
Moetals: '
B T s T 27" 45 43 27
Ferro-alloys e e 82 42 81 74
............................................... 44 24 24 22
AU, i eececem e ccccrcecmm e cecm e ua e ——— 20 {1 17 13
Chemieals-
Oaleitm eaThIde. o oo e e e e caram——amm—mr m———— 45 8 16 9
Cyanamide. . ame e e em 40 |, 33 43 19
Sodium nitrate. . i 13 2 4 2
Nurato of KMo e caceiecmceeamem—mam—eatneem 404 428 75 214

Bource: Central statistienl office of the Norwegian Government, monthly and annual publications.

Tsere B~—Cost af Tiving indez, 1938=100

Bever- | Coal, Gns

onges ooke, and Cloth-
Data Food and wood, eleo- ing Rent | Qther | Total

tohacco | end o1l | tricaty

Decomber 1939 _____ 002 e PRV SRR [RVSRUI P 106 8
APril 1948 e 156.0 |, 174.9 308 3 0 5 196 9 42 1451 166.0
December M5 o omun ——— 166.7 174.9 200.9 101. 5 200 8 042 150.1 156.3
December 1946 .o —_ 157.6 | 218 2 206 1 0.0 214~ 6 M. 2 158.2 1613
December 47 e o= 1523 1 219.5 255. 9 100.7 208 9 54 2 163.2 157. 5
June 48 ____ o aa. 152 6 228 0 256. 6 007 213.5 92 167 1 150 2
November 1948 . ... 147 3 228" 270.8 100.7F 2148 M2 167.2 157.2

Source: Central statistical offics of the Norwegian Government.
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Tapre F—Ezporis and imports of goods end services?

[Unndjusted for price changes)

: Esti-
1938 1930 | 1047 ] 19048 mated
. 1949
In mmilions of kroner
Exports of goods and services:
Commodity eaports (£ 0. B % eaas 780 806 17803, 2,050 2,17
L s TT 3T 50 1 11) o 2 40 35 ‘g0 50 kit
Net shippmg receipts o mue me oo oo 426 482 700 TH) 530
Other services_ ..o .. , 148 130 215 220 225
O] et mm mmm e e e i o mmm i i e 1,400 | - 1,453 2,808 3,110+ 3,205
Imports of goods and services:
Ordinary commodity rmports (¢, i. £) ... e 1,042 1,230 3,071 3,010 8,173
Defense 1MPOrts e memm— e eme e e m——— [ 105 - 118 85
T BhID M POTS e e e e e —————— e o 151 138 746 700 799
Imports amd ServiceS. - w_me o oo 37 T 50 217 242 250
Tobal e eemamrm—m e 1,230 1,416 4,139 4, 076 4,309
Surplus of exports (<) or Lpors | ) T +170 +37 | —1,331 —966 1,014

t Does not mclude purely fnaficial irangactions, 1. ¢., interest and amortization and dividends payments

and receipts.

2 Including whale o1l dircet from the whahng grounds.
Bouree: Department of Commerce, of Norwegian Government, national budpet office,

Value of principal importzne. i, 1.

[Unadjusted for price changes]

Annual

rate 1948
1938 1945 1948 1847  |(Yanuary-

Septem-

ber)
(In milHons of kroner)

L. Feod. .. mm————— 175 467 386 446 508
2. Chemienls. oo e e e e e o ———— 61 44 113 143 157
3. Textile produets. o u. em wemew oo 130 70 259 462. 317
4. Wearing apparel. oo 41 40 o7 156 36
S FURlS e e —amam———— 182 140 246 368 400
5. QOres and metals_ e m—m——— 21 73 270 524 533
7. DMachinery, equipment (excluding shiDs).. .. .oo.. 164 49 220 408 407
L1 1 1) 4=V S U 136 167 233 746 1706
9. Others, meluding defense mapords .. _____ 256 156 334 663 751
TORl e e e e e mmm e e e 1,366 1,206 2197 3,002 3,834

! Based on coniract delivery dates, not January.to Sepiember 1mports.
Source; Ceniral statistical office of the Norwegian Government, monthly and anowal publications,

Value 6f principal commodiiy exporis
[Unadjusted for prica changes]

. . Annual

rate 1948
1039 1045 1046 1947 |(Fanuary-

. ’ Septem-

ber)
* In millions of kroner

1. Food, mainly fish and fish products 140 84 334 446 475
2, Feedstuﬁs fats and oils 1__ 107 7 149 340 429
3. Chomucals and fertilizers. .. 5.____._______ 82 |, 80 119 134 133
4. Timber and timber products, pulp and paper- 102 (2- 342 =504 604
5. QOresand metals__ .. ________ S __ 201 52 154 241 313
4. Machmery and equipment, mainly ship: 42 & 46 109 T2
7-Others__ oo 7. 37 92 119 T4
Total . o e memmmmmm s am oo 811 326 1,236 1,893 2,100

t Including whale o1l direet from the whaling grounds.

Soures Central statistieal office of the Norwegian Government, monthly and annual publications,

O
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