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o r e w o r i

T h is  volum e is th e  la te s t in  th e  series o f s tud ies on th e  in te rn a tio n a l 
tra n sa c tio n s  o f th e  U n ite d  S ta te s in itia te d  by th e  D e p a rtm e n t o f 
Com m erce in  1922. I t  is an  analysis  o f th e  tra n sa c tio n s o f th e  U n ite d  
S ta te s  w ith  th e  res t o f  th e  w orld  d u rin g  th e  recen t w a r years, a pe rio d  
d u r in g  m ost o f w h ich  th e  req u irem en ts o f G overnm en t w ere equal to  
v ir tu a lly  h a lf  th e  n a tio n a l o u tp u t o f goods an d  services. T h e  en o r 
m ous dem ands m ade upon ou r n a tio n a l economy by  th e  com bined needs 
o f the  coun tries engaged  in  th e  w a r a ga in st th e  A x is pow ers a re  re 
flected in  th e  la rg e  item s o f goods an d  services w hich m ake up  o u r w a r 
tim e  in te rn a tio n a l accounts. M oreover, th e  exigencies o f g lobal w a r 
necessita ted  such a h ig h  degree o f in d u s tr ia l  conversion fo r  th e  p ro 
duc tion  o f w a r m a te ria ls  an d  such a b ro ad  system  of governm en ta l 
contro ls over th e  c iv ilian  econom y th a t  v ir tu a lly  a ll in te rn a tio n a l 
tra nsac tio n s, com m ercial a nd  financia l, resu lted  fro m  basic n a tio n a l 
policy  decisions r a th e r  th a n  fro m  th e  fre e  action  o f p r iv a te  business.

T h e  in te rn a tio n a l accounts o f th e  U n ite d  S ta te s d u r in g  th e  w ar 
years, th erefo re , do no t fa l l  in to  th e  u sual p a tte rn . T h e  p rep onderance  
o f goods an d  services tra n s fe rre d  in  accordance  w ith  m u tu a l-a id  ag ree 
m en ts a n d  in  connection w ith  th e  variou s em ergency-aid  opera tions 
u nd er take n  by governm en ta l agencies a n d  in te rn a tio n a l o rgan iza tions 
d u r in g  th e  p e rio d  covered have  g iven  so-called  u n ila te ra l tra n sa c 
tions an  unp receden ted  significance in  ou r ba lance o f in te rn a tio n a l 
paym ents.

A t th e  tim e th e  D e p a rtm e n t in itia te d  its  ba lance-o f-paym en ts 
stud ies a f te r  W orld  W a r  I ,  th e  S ecre tary  o f Com m erce sta ted  th a t  “no 
sound conclusion can be m ade concern ing th e  effect o f fo re ig n -trad e  
m ovem ents upon ou r c re d it s tru c tu re  o r upon th e  a b il ity  o f fo re ign  
co un tries to  pu rcha se  ou r com m odities o r to  p ay  th e ir  debts, o r  upon  
exchange ra tes , o r upo n  th e  m ovem ent of go ld , or th e  u ltim a te  tre n d  
o f p rice  levels com pared  w ith  those  o f o th er  na tio ns w ith o u t some com 
prehensive  ba lance sheet in c lud ing  th e  invisib le item s.” A s a conse 
quence o f W o rld  W a r  I  th e  U n ite d  S ta te s  h a d  sh if te d  fro m  a n e t 
deb to r to  a ne t c re d ito r position . T he  s h if t  im p lied  a reo rien ta tio n  of 
n a tio n a l th in k in g  w ith  respect to  th e  p lace th is  coun try  w ould  hence 
fo r th  occupy in  th e  in te rn a tio n a l economy. T h e  a p p ra isa l o f th e  
c o u n try ’s in te rn a tio n a l ba lance  sheet p laced  in  bo ld  re lie f  th e  im 
po rta nc e  o f ou r “inv isib le” tra d e . T h e  a b u n d a n t reservo ir o f do lla rs  
av ailab le  to  fo re ign ers  th ro u g h o u t th e  tw en ties, th an k s  to  a s teady  
stream  o f fo re ign  investm ent, som ew hat obscured th e  re a l im p lica 
tions  o f th e  basic tre n d s  in  ou r in te rn a tio n a l tran sac tion s.

T he  significance o f these developm ents becam e c learer as th e  w orld  
m oved deeper a nd  deeper in to  depression  d u r in g  th e  early  th ir tie s . 
I n  1942, w hile  th e  w orld  w as again  a t  w ar, th e  D e p a rtm e n t o f C om 
m erce und erto ok  an  over-a ll a p p ra isa l of its  in te rn a tio n a l tra n sa c tio n s 
d u r in g  th e  in te rw a r period  and , a  ye ar  la te r , pub lished  a com pre 
hensive  stud y  en titled , “T he U n ite d  S ta te s in  th e  W o rld  Econom y.” 
T h e  conclusion th a t  em erged m ost em ph atica lly  w as th e  fu n d a m en ta l



im portance  o f “m a in ta in in g  conditions conducive to  a m ore stab le  and  
am ple  flow o f do lla rs  in  o u r transac tio n s w ith  o th er  co un tries.”

D evelopm en ts since 1943 have  p rov ided  fu r th e r  confirm ation  of th e  
conclusions expressed in  “T he U n ite d  S ta te s in  th e  W o rld  E conom y.’' 
F o re ig n  po s tw a r dem and fo r  U n ite d  S ta te s goods pressed on th e  
econom y a t th e  same tim e  th a t  th e  accum ulated  dom estic dem and  m ade 
itse lf  fe lt. T h e  im pact o f a to ta l dem and su bs tan tia lly  in  excess of 
av ailab le  supp lies w hen w artim e contro ls w ere rem oved ha s resu lted  in  
a  sh a rp  p rice  rise, le ad ing  to  an  undue dep le tion  o f th e  d o lla r  exchange 
resources o f fo re ig n  countries. A s a re su lt o f th e  rece n t w a r th e  
ba lance  o f econom ic pow er has passed to  th e  U n ite d  S ta te s  to  a  degree 
w hich m akes a w orld  p ro g ram  o f m u ltila te ra l tra d e  o f p a ra m o u n t 
im p o rtan ce . I t  carries w ith  i t  a degree o f resp ons ib ility  fo r  w orld  
'¡recovery th a t  pe rm its  no indifference to  th e  res t o f  th e  w orld ’s do lla r  
bu y in g  pow er.

T h e  p resen t s tu dy  b rin g s dow n to  th e  end  o f 1945, th e  la s t w ar year, 
th e  sta tis tic s  on  tlie  in te rn a tio n a l tra n sa c tio n s o f th e  U n ite d  S ta tes. 
I t  com bines in to  a sing le  analysis  th e  developm ents o f a pe rio d  in  w hich 
th e  w hole w orld  w as im pressed  by  th e  p ro d u ctio n  p o ten tia litie s  of th e  
U n ite d  S ta tes. I t s  conclusions f o r t ify  those  of th e  earlie r rep o rt.

C u rre n t estim ates, on a q u a rte rly  basis, o f th e  in te rn a tio n a l tr a n s 
ac tions o f th e  U n ite d  S ta te s a p p e a r  re g u la rly  in  th e  S u rvey  o f C u rre n t 
B usiness.

In te rn a tio n a l T ran sactions  o f th e  U n ite d  S ta te s  D u rin g  th e  W ar, 
1940-45 w as p re p a re d  in  th e  In te rn a tio n a l Econom ics D iv ision , Office 
o f  B usiness Econom ics, u n d e r th e  d irec tion  of R o b e rt L . Sam m ons, 
C h ie f o f  th e  D ivision . T he  s tu d y  w as in itia te d  and  m uch o f th e  basic 
s ta tis tic a l w ork  pe rfo rm ed  u n d e r th e  d irec tion  o f H a l B . L a ry , w ho 
w as ch ief o f th e  D iv ision u n til J u n e  1946.

T h e  te x t o f th e  stud y  w as th e  w ork  o f va rio us m em bers o f th e  D i 
v ision’s staff. W a lth e r  L ede re r p re p a re d  th e  first d r a f t  o f  ch ap te rs  I  
a n d  Y  a n d  R an ey  F . C u lbertson , th e  over-a ll ba lance-of-paym ents.

Amos E . Tayl or,
Director , Office o f Business Economics.
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Tabl e 1 .—In te rn a tion a l transac tio ns o f th e  United S ta te s , 19^0-1^5 

[In millions of dollars]

I te m 1940 1941 1942 1943 1944

1945

T o ta l
F i r s t

q u a r te r
S econd
q u a r te r

T h i rd
q u a r te r

F o u r th
q u a r te r

I ,  R eceip ts , to ta l___ ______ _____ ____ _______ ___________________

A . G oods a n d  services, t o ta l___ _____________ ______ __________
1. G o o d s - -___ _______________________ _____________ _____
2. Incom e on in v e s tm e n ts ______________ _________ _________

5,780 7, 210 13,077 21,716 24,485 19, 249 5, 517 6,235 4,030 3,467

5,355 
4,124 

564

6,896 
5,343 

544

11,769 
9,187 

514

19,134 
15,115 

508

21,438 
16,969 

572

16,073 
12,222 

555

4,382 
3,455 

129 
798 

1,039 
96 
96

4,997 
3, 906 

147 
944 
995 
243 
213 

30

3,450 
2, 543 

129 
778 
493 

87 
87

3,244 
2,318 

150 
776 

64 
159 
159

3. O th er  serv ic es____________________________ ____ ________ 657“
59

366
209
157

.... lTTO"1
43

271
193
78

X 068 
1,002 

306 
219 
87

3, 511 
2,137 

445 
402 

43

3,897 
2,407 

640 
406 
234-

3, 296 
2,591 

585 
555 
30

C . L on g-term  c a p ita l, to ta l_______  _______ _________ ____ ____
1. M o v e m en ts  o f U n ite d  S ta te s  c a p ita l in v e s te d  a b ro a d .......... ......
2. M o v e m en ts  o f fo re ign c a p ita l in v e s te d  in  U n ite d  S ta te s ............

I I .  P a y m e n ts , t o ta l ---------------- ----------- ----------- ------- ------- ------------ -

A . G oods a n d  serv ices, t o ta l__________________ ______________
1. G ood s________________ _____ ___ ________ _____________
2. In co m e on in v e s tm e n ts ............................. . ........... ........ ......... .

4,344 6,578 13,159 23,732 26,154 21,009 6,110 6, 813 4, 539 3,547

3,636
2,713

210

4.486
3.486 

187

5,356 
3,965 

159

8, 096 
5, 427 

155

8,986 
5, 589 

161

9,424 
5,829 

168

2,689 
1,519

35

2, 925 
1,681

39
1,205
3, 617 

271 
265

6

2,082 
1,414 

39 
629 

1,746 
711 
679 
32

1,728 
1, 215 

55 
458 

1,128 
691 
669 

22

3. O th e r se rv ic es ...... ................ ........... . ............................ ...... .......... 7UT
269
439
192
247

-  ' W “ 
1,179 

913 
508 
405

— T ,~ 23r 
7,338 

465 
294 
171

' T M T  
15,044 

592 
486 
106

" 37236“ 
16, 549 

619 
560 

59

“... 3 ,4 27 ''
9,628 
1,957 
1,803 

154

1,135
3,137

284
190
94

C . L o n g -te rm  c a p ita l, to ta l________ ________ _____ ______ ______ _
1. M o v e m en ts  of U n ite d  S ta te s  c a p ita l in v e s te d  a b ro a d . ............ .
2. M o v e m e n ts  o f fo re ign c a p ita l in v e s te d  in U n ite d  S ta te s . ...........

I I I .  E xcess of re ce ip ts  (+ ) o r p a y m e n ts  (—), t o ta l ................. . ........ ...........

A . G oods a n d  serv ic es____________ _________ _________________

+ 1 ,4 3 6 + 632 - 8 2 -2 ,0 1 6 -1 ,6 6 9 -1 ,7 6 0 -5 9 3 -5 7 8 -5 0 9 - 8 0

+ 1 ,7 1 9  
-2 1 0  

+ 1 ,5 0 9  
- 7 3

+ 2 ,4 1 0  
- 1 ,1 3 6  
+ 1 ,2 7 4  

-6 4 2

+ 6 ,41 3  
-6 ,3 3 6  

+ 7 7  
-1 5 9

+ 11,038  
-1 2 ,9 07  
- 1 ,  869 

-1 4 7

+ 12,452  
-1 4 ,1 4 2  
-1 ,6 9 0  

+ S l

+ 6 ,6 4 9  
-7 ,0 3 7  

-3 8 8  
- 1 ,3 7 2

+ 1 ,6 9 3  
—2,098 

-4 0 5  
-1 8 8

+ 2 ,072  
-2 ,6 2 2  

-5 5 0  
- 2 8

+ 1 ,3 6 8  
- 1 ,  253 

+ 115  
- 6 2 4

+ 1 , 516 
-1 ,0 6 4  

+ 452  
-5 3 2

I"— N e t goods a n d  serv ices a n d  u n ila te ra l tr a n s fe rs___ ____ ________
C. L on g-te rm  c a p ita l________ _________ ________________ _____

V. N e t in flow  (+ ) or o u tf lo w  (—) o f fu n d s  on go ld  a n d  sh o r t- te rm  ca p ita l 
a c co u n t, to ta l______ _________________ _________ ____ _________

A . N e t  increase  (—) o r decrease  (+) in  U n ite d  S ta te s  gold s to c k ____
B . N e t  m o ve m en t o f U n ite d  S ta te s  s h o rt- te rm  ca p ita l a b ro a d ............
C . N e t  m o v e m e n t of fo re ign s h o r t- te rm  ca p ita l in  U n ite d  S ta te s .........

- 2 ,7 1 3 -1 ,1 0 8 + 90 + 1 ,9 8 2 + 1 ,7 0 6 + 1 ,8 8 8 + 620 +631 + 582 + 5 5

- 4 ,  243 
+ 177  

+ 1 ,3 5 3

-7 1 9
+ 11

-4 0 0

+ 23
-1 1 5
+ 182

+ 757
+ 3

+ 1 ,2 2 2

+ 1 ,3 5 0  
-1 5 3  
+ 509

+ 548  
-3 1 3  

+ 1 ,6 5 3

+ 180
- 9

+ 449

+ 157
-1 2 0
+ 594

+ 201
+ 2 1

+ 360

+ 1 0
-2 0 5
+ 250

+ 1 , 277 + 476 - 8  + 3 4 ' - 3 7 - 1 2 8 - 2 7 - 5 3 - 7 3 + 2 5
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C h a p te r  I

R e v i e w  o f  t h e  W a r  P e r i o d

T he  in te rn a tio n a l transac tio n s o f th e  U n ite d  S ta te s d u rin g  th e  w ar 
like  those  o f o th e r coun tries, w ere  conducted  a lm ost en tire ly  un d er  
G overnm en t d irec tion  o r contro l. T h e  p r im a ry  objective o f these 
contro ls  w as th e  w in n in g  o f th e  w a r w ith  a m inim um  of d istu rbance  
to  th e  ex isting  social s tru c tu re .

T h e  account th a t  fo llow s is m ore narra tive , th a n  a n aly tica l in  c h a r 
acter, except fo r  a  conclud ing  c h ap te r on im p lica tio ns fo r  th e  fu tu re , 
w here in  an  a tte m p t is m ade to  foresee possible so lutions to  some of 
th e  economic problem s fa c in g  th e  w orld  as a resu lt o f  6 years o f g lobal 
conflict.

T h e  e n tire  6-year pe riod , 1940-45, fro m  th e  p o in t o f view  o f ou r 
in te rn a tio n a l tra nsac tio n s, m ay be d iv ided  in to  th re e  p a rts . T he  
first, co m prising  ro u g h ly  th e  years 1940 an d  1941, w as ch arac terized  
by  th e  tra n s itio n  fro m  “cash a nd  c a rry ” n e u tra lity  to  th e  f irst s tage  
o f th e  developm ent o f th is  co un try  as th e  “A rsena l o f D em ocracy.” 
T h e  L end-L ease A c t w as passed in  M arch  1941, b u t i t  w as n o t u n til  
th e  second h a lf  o f th a t  ye ar  th a t  lend-lease  tra n s fe rs  assum ed a  la rg e  
volum e. U n til  th a t  tim e, do lla rs  needed to  p a y  fo r  ra p id ly  r is in g  
exports , a nd  fo r  advance paym en ts on o rd ers  and  o th er  financia l as 
sistance to  A m erican  m an u fa c tu re rs  o f m u n ition s by  A llied  countries, 
h a d  to  be ob ta ined  th ro u g h  (1) th e  liq u id a tio n  o f fo re ig n  assets in  
th is  co un try , (2) sales o f gold, an d  (3) some advance paym en ts a nd  
loans by th e  U n ite d  S ta te s G overnm ent.

T h e  second  p a r t  o f th e  p e rio d  covers a c tu a l U n ite d  S ta te s p a r tic ip a 
tio n  in  th e  w ar. F o r  reasons o f s ta tis tic a l convenience, i t  w as ta k e n  

.  to  com prise th e  years 1942 th ro u g h  1944 an d  th e  first 6 m onths of 1945.
\  I t  w as charac terized  by sh a rp ly  r is in g  exports  an d  stil l g re a te r  in 

creases o f lend-lease assistance. E x p o rts  o f goods a n d  services fo r 
w hich we received paym en t declined a nd  w ere  ac tua lly  sm aller th a n  

m ou r  ob liga tions fo r  im ports . C onsequently , d u r in g  th is  tim e  fo re ig n
coun tries as a g ro up  e ith e r increased  th e ir  do lla r  balances o r bou gh t 
go ld  in  the  U n ite d  S tates.

T h e  th ird  p a r t  o f th e  pe rio d  covers th e  second h a lf  o f  the  ye ar  1945, 
a n d  th e re fo re  th e  tra n s itio n  fro m  w ar to  th e  p os tw ar era . D u rin g  
th a t  h a lf  y e a r  bo th  expo rts  an d  im p o rts  declined— th e  la tte r  only 
sl ig h tly — a nd  lend-lease as a m eans o f financing  expo rts  w as p a r t ly  
rep lace d  by  con trib u tio ns  th ro u g h  U N 1ÍR A  a n d  by loans. Because 
o f continued  lim ita tio n s on ou r dom estic p rod u ctio n  an d  ex ports  of 
c iv ilian  goods, c e rta in  fo re ign  coun tries continued  to  accum ulate d o lla r 
ba lances a nd  to  buy  gold , b u t in  d im in ish ing  qu an tities , as th e  y e a r 
ended.
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F r o m  N e u t r a l i t y  t o  B e l l i g e r e n c y ,  1 9 4 0 —4 1

T h e  c losing years o f th e  th ir tie s  fou nd  th e  U n ite d  S ta te s in  a 
so-called s tro n g  ba lance-of-paym en ts position . B usiness recession in  
1938 h a d  g re a tly  reduced ou r dem and  fo r  fo re ign  goods a nd  services, 
w hile  re la tiv e ly  less depressed conditions ab road  coupled w ith  in 
c reased  p re p a ra tio n  fo r  w a r in  E u ro p e  served  to  keep o u r exports  
h ig h .1 T he  positive  tr a d e  balance (based on “reco rded” figu res), 
w hich  h a d  reached a low p o in t of $33 m illion  in  1936, rose to  $1,134 
m illio n  in  1938 a nd  receded to  $859 m illion  in  1939. T he  resu lting  
p ressu re  on fo re ign  exchange reserves w as in tensified  by  n e t in w ard  
c ap ita l m ovem ents—pra c tica lly  a ll go in g  in to  deposits  a nd  o ther 
liq u id  balances— of a pp ro x im a te ly  $2 b illio n  d u r in g  th e  18 m on ths 
ended w ith  th e  close o f 1939. B o th  th e  e xp or t su rp lu s 1 2 a nd  th e  inflow 
o f c ap ita l w ere m ade possible th ro u g h  go ld  im p o rts  w hich am ounted  
to  $4.5 b illio n  in  th e  sam e period  (see c h a r t 1 ).

C h a r t  1

BI LLIONS OF DOLLARS

N o te » — T h e  s e r i e s  u s e d  i n  t h i s  c h a r t  a r e  u n a d j u s t e d  a n d  d o  n o t  c o r r e s p o n d  
t o  t h o s e  e m p l o y e d  i n  t h e  b a l a n c e - o f - p a y m e n t s  t a b l e s .  G o ld  m o v e m e n t s  i n c l u d e  
e x p o r t s ,  i m p o r t s ,  a n d  e a r m a r k i n g  o n l y ;  c a p i t a l  m o v e m e n t s  a r e  u n a d j u s t e d  
T r e a s u r y  D e p a r t m e n t  f i g u r e s ;  a n d  t h e  m e r c h a n d i s e  e x p o r t  s u r p l u s  i s  b a s e d  
o n  r e c o r d e d  t r a d e  d a t a ,  e x c l u d i n g  i e n d - l e a s e  a n d  U N R R A  e x p o r t s .

1 I n  g e n e r a l ,  t h e  w o r d s  e x p o r t s  a n d  im p o r t s  in  t h i s  v o lu m e  r e f e r  to  t h e  o ff ic ia l t r a d e  
f ig u re s  r e le a s e d  b y  t h e  B u r e a u  o f  t h e  C e n s u s . T h e  t e r m s  “ t o t a l  e x p o r t s ,”  “ t o t a l  t r a n s f e r s , ”  
“ e x p o r t s  o f  g o o d s  a n d  s e r v ic e s ,”  a n d  s im i l a r  e x p r e s s io n s  a r e  u s e d  w h e n  a  m o re  c o m p r e h e n 
s iv e  c a te g o r y  is  im p lie d .

2 A s  u s e d  in  t h i s  s tu d y ,  t h e  t e r m  “ e x p o r t  s u r p l u s ”  r e f e r s  t o  t h e  e x c e s s  o f  t r a n s f e r s  o f  
g o o d s  o r  g o o d s  a n d  s e r v ic e s  to  f o r e ig n  c o u n t r i e s  ( e x p o r t s )  o v e r  g o o d s  o r  g o o d s  a n d  s e rv ic e s  
r e c e iv e d  f r o m  th e m  ( i m p o r t s ) .
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T h e  S ea rch  f o r  D o lla rs

O u tw ard ly  th e  s tru c tu re  o f the  U n ited  S ta te s ba lance o f paym en ts 
w as no t g re a tly  a lte red  in  1940 an d  th e  first  p a r t  o f 1941, except by 
an increase  in  th e  m ag n itu des involved. A  la rg e  ex p o rt su rp lu s and  
flow o f fo re ign  cap ita l to  th e  U n ite d  S ta te s continued to  be offset by 
unp receden ted  go ld  im ports . H ow ever, th e  go ld  a nd  cap ita l inflow , 
in  p a r t ,  w as m ere ly  in  a n tic ip a tio n  o f la te r  d isbursem ents fo r w a r 
purchases.

A s a  m a tte r  o f fac t, i t  w as no t u n til  th e  occupation  ox w estern  
E u ro p e  by  th e  G erm an  arm ies th a t  any  fu n d a m en ta l changes in  th e  
U n ite d  S ta te s  ba lance of paym en ts occurred. E x p o rts  rose slow ly 
fro m  an  a nn ua l ra te  of $2.8 b illion  in  th e  first q u a rte r  o f 1939 to  abou t 
$4.3 b illion  a  ye ar  la te r , w ith  abou t $600 m illion  of th e  increase  ac 
counted fo r  by sh ipm en ts to  F ra n c e  and  th e  U n ite d  K ingdom .

I n  th e  m eantim e, how ever, those  countries w ere p lac ing  la rg e  o rders 
in  th e  U n ite d  S ta tes w hich began to  be ar  f r u i t  in  m ore ra p id  in 
creases in  ex ports  by  th e  la t te r  p a r t  o f 1940. M ost o f th e  F ren ch  
con trac ts  w ere ta k e n  over by th e  B ritis h  a f te r  th e  fa ll o f  F ran ce , 
expo rts  to  th e  U n ite d  K ingdom  ris in g  fro m  $50 m illion  in  M ay to  
$126 m illion  in  A u g u s t 1940. B ecause of th e  decline  in  expo rts  to  
G erm an-occupied  E u ro pe , to ta l ex ports  d id  n o t show a co rrespond ing  
rise. I n  fac t, exp orts  fe ll som ew hat a f te r  th e  first q u a r te r  of 1940 
a nd  d id  n o t re tu rn  to  th e  level a tta in e d  in  th a t  q u a rte r  u n til  th e  second 
q u a r te r  o f 1941.

A  p rin c ip a l reason fo r  th e  re la tiv e ly  slow rise  in  exports  in  face o f 
th e  a lm ost un lim ite d  dem and  of G rea t B r ita in  fo r A m erican  goods 
w as th e  in a b ility  o f th e  A m erican  econom y to  su pp ly  p ro m p tly  th e  
p rod u cts  w anted . A s la te  as th e  m idd le  o f 1941, w ith  the  U n ite d  S ta te s 
defense p ro g ram  a year old, m un itions  p rod u ctio n  w as a t  an  a nn ua l 
ra te  o f on ly  $7.4 b illion— abou t 13 pe rcen t o f th e  o u tp u t achieved 
d u rin g  1943. E ven  th is  level h ad  been reached  on ly  w ith  a id  to  
U n ite d  S ta te s p roducers by  th e  B ritis h  G overnm ent, in  th e  fo rm  o f 
advance  paym en ts a nd  c ap ita l assistance; a t th e  end o f 1940 such p a y 
m en ts o u ts ta n d in g  am ounted  to  $762 m illion — a very  su bs tan tia l fu r 
th e r  d ra in  on th e  availab le  go ld  a n d  do lla r  resources o f th e  U n ited  
K ingdom .

I n  ad d it io n  to  increased expo rts  an d  advance paym en ts as sources of 
s tra in  on do lla r  exchange reserves of fo re ign  countries, th e  inflow  of 
“flig h t” c ap ita l so noticeable  in  th e  la te  th ir tie s  w as continued  and  fo r  
a tim e in tensified in  th e  early  stages of th e  w ar. T hese fun ds  came 
la rg e ly  from  co n tinen ta l E u rop ean  countries, a lthou gh , as discussed 
elsew here (eh. I V ) ,  some c ap ita l w ithd raw als fro m  the  U n ite d  K in g 
dom  occu rred  even a f te r  th e  in au g u ra tio n  o f exchange controls.

M eeting  F o re ig n  D o lla r  R e q u ire m e n ts

A lth o u g h  im po rts  also increased in  1940 and  1941, u n d e r th e  stim u lus 
o f a h ig h e r ra te  o f in d u s tr ia l a c tiv ity  in  th e  U n ite d  S ta tes, th e  rise  
w as n o t as ra p id  as th e  expansion  in  exports . W ith  a co rrespond ing 
s h if t  in  ou r fav o r on c er ta in  m a jo r  inv isib le  item s, th e  ba lance due  
to  u s on goods an d  services rose  fro m  $1,055 m illion  in  1939 to  $1,719 
m illion  in  1940 and  $2,410 m illion  in  1941.

T o  th e  to ta l am oun t o f abou t $4.1 b illion  due to  th e  U n ite d  S ta te s  
in  th e  tw o la t te r  years m ust be added $609 m illion  o f U n ite d  K ing dom  
financia l a id  to  U n ite d  S ta te s m an u fa c tu re rs , s till  ou tsta n d in g  a t  th e
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end o f 1941. O f th e  re su lt in g  to ta l o f  $4.7 b illion , th e  sum  of $1.3 b il 
lion  w as p ro v ided  by  th is  coun try  th ro u g h  p r iv a te  rem ittances, lend- 
lease, an d  o th er  u n ila te ra l tra n s fe rs . T h is  le f t  $3.4 b illio n  to  be 
financed th ro u g h  loans fro m  th is  co un try  o r by  d raw in g  upo n  gold an d  
accum ula ted  do lla r assets.

T h e  n e t outflow  o f A m erican  c ap ita l, long- a nd  slio rt-te rm , ac 
counted  fo r  $110 m illion  in  th e  2 years. L iq u id a tio n  o f fo re ig n  securi
ties  and  o th e r lo ng -te rm  investm ents in  th e  U n ite d  S ta te s  p rovided , 
ne t, an  add it io n a l $580 m illion , n o t dedu ctin g  th e  inflow  rep resen ted  
by  th e  c ap ita l assistance m entioned  above.

A f te r  su b trac tin g  th e  $690 m illion  m ade availab le  th ro u g h  loans an d  
liqu ida tions  o f fo re ign -he ld  long -te rm  assets fro m  th e  to ta l o f $3.4 
b illio n  req u ired  by  fo re ig n  coun tries to  m eet th e ir  ob liga tions on 
tra d e , services, an d  c a p ita l assistance, abou t $2.7 b illion  rem ained  to 
be p rov id ed  by  sh ipm en ts o f go ld  o r by d ra w in g  upo n  accum ulated  
do lla r  balances.

Sales o f go ld  to  th e  T re a su ry  d u r in g  th e  2 years 1940 and 1941 
am oun ted  to  abou t $5 b illion , th u s  exceeding th e  am ou n t needed fo r 
th e  se ttlem en t o f c u rre n t obliga tions ( in c lu d in g  th e  c a p ita l assistance 
above m en tioned) by  abou t $2.3 b illion . K now n  increases in  fo re ign  
d o lla r  ba lances am oun ted  to  abou t $500 m illion . T h e  rem aind er, 
$1.8 b illion , rep resen ts  th e  e rro rs an d  om issions item  in  th e  balance- 
o f-paym en ts s ta tem en t a nd  p re sum ab ly  consists o f un reco rded  im 
p o rts  o f fo re ign  cap ita l.

i n c r e a s e d  E x p o r t s  E x p a n d  U n i t e d  S t a t e s  P r o d u c t i o n

B ecause o f th e  la rg e  increase  in  dom estic business a c tiv ity  stim u la ted  
by  th e  arm am en t p ro g ra m  a nd  th e  increased  incom e derived  fro m  it , 
ex ports  u p  to  th e  end  o f 1941, in c lud ing  lend-lease exports  o f $780 
m illion , d id  n o t rise  a t  a m uch fa s te r  ra te  th a n  d id  to ta l p rodu ction  
o f m ovable goods. E x p o rts  f rom  th e  U n ite d  S ta te s in  1941 com prised 
7.8 pe rcen t of th e  o u tp u t o f m ovable goods, as a ga in st 7.4 pe rcen t 
in  1939 (see tab le  2 ). N evertheless, fo re ig n  tra d e  d u r in g  1940 an d  
1941 h a d  an  im p o rta n t effect upon th e  economic a nd  m ilita ry  pos ition  
o f th e  U n ite d  S ta tes. T he  increased  ex ports  o f goods a n d  services 
he lped  considerab ly  in  th e  red uction  o f unem ploym en t fro m  8 or 9 
m illion  in  1939 to  an  average  o f 5 m illion  in  1941. F o re ig n  orders, 
p a r tic u la r ly  fo r  m un itions, also served to  b u ild  up  new  p rod u ctio n  
fac ilities  and  to  s tra ig h te n  ou t th e  first  k inks in  th e  m un itions  p ro 
duc tion  process. I t  is  qu ite  like ly th a t  p rod uc tion  fo r  fo re ig n  de 
m and  in  1940 a nd  1941 advanced  us several m on ths in  th e  arm am en t 
p ro g ra m .

Tabl e 2.—E xpo rtab le  goods: P roduc tion  and proportion  exported , 1939,1941, and
191t3-J,5

[In  m illions  o f dollars]

Y ea r
A gricu l 

tu ra l
p ro d u c ts

M a nu fa c 
tu re s M in in g F re ig h t

re ce ip ts T o ta l
E xp o rts , 

U .S . m e r 
cha nd ise

P e rc e n t of 
to ta l

1939................. . 9,121 24,683 3,222 4,900 41,926 3,123 7 .4
1941____ ______ 12,556 40,500 4, 500 6,600 64,156 5,020 7 .8
1943.... .................. 21,350 77, 500 5,300 9,000 113,150 12,841 11.3
1944..... ................ 22, 268 78,000 5,600 9,300 115.168 14,163 12.3
1945_____ _____ _ 22, 760 66,000 5,300 9,300 103,360 9, 589 9 .3

S ource : S ta tis tic a l A b s tra c t of th e  U n ite d  S ta te s  1946, p . 838, U . S. D e p a r tm e n t of C om m erce .



G o v e r n m e n t  P a r t i c i p a t i o n  I n c r e a s e s

T he  w a r in  E u ro p e  a nd  th e  in creasing  involvem en t o f th e  U n ite d  
S ta te s  n o t on ly  changed  th e  volum e, com position , an d  d irec tion  o f 
fo re ign  tra d e  a nd  o th er  in te rn a tio n a l tran sac tion s, b u t also th e ir  o r 
g a n iza tio n  an d  contro l, by  increas in g  th e  ro le  o f governm en ts. E a r ly  
in  the  w ar, th e  B ritis h  an d  F ren ch  G overnm ents channeled  th e ir  p u r 
chases in  th is  co un try  th ro u g h  official pu rch asin g  m issions, a nd  such 
m issions w ere la te r  established by  m any  o th er  countries. T h is  co un try , 
too, established  in  1940 a n d  1941 variou s G overnm en t co rp o ra tion s to  
develop new  fo re ign  sources o f su pp ly  fo r  u rg e n tly  needed raw  m a te 
r ia ls  an d  to  increase  im p o rts  o f such m a te r ia ls  fro m  ex isting  sources. 
B o th  opera tion s (developem ent a nd  a c tu a l p rocu rem en t) h a d  to  be 
done by th e  G overnm en t r a th e r  th a n  by  p r iv a te  business, in  o rde r to  
fa c ilita te  p ro cu rem en t a nd  to  p reserve  as n early  as possible th e  ex is t 
in g  p rice  stru c tu re . I n  th a t  respect th e  fo re ign  opera tions o f the  G ov 
e rnm en t w ere s im ila r  in  n a tu re  an d  conduct to , fo r  in stance, th e  con 
s tru c tio n  o f m un itions  p la n ts  w ith  G overnm en t funds.

T o ta l com m odity  pu rchases by  th e  G overnm en t o f the  U n ite d  S ta tes  
in  fo re ig n  coun tries in  1941 am oun ted  to  abou t $490 m illion , o r  abou t 
14 pe rcen t of th e  to ta l va lue  o f a ll goods bo u gh t by  th e  U n ite d  S ta te s in  
fo re ig n  countries. I n  th e  sam e year, th e  sha re  o f a ll  F e d e ra l G ove rn 
m en t expend itu res in  th e  g ross n a tion a l p ro d u c t w as 16.3 percen t, and  
th e  share  o f w ar expen d itu re s w as 11 percen t. T h u s G overnm en t p a r 
tic ip a tio n  in  in te rn a tio n a l tra n sa c tio n s w as n o t m ore ex tensive  th a n  
in  th e  econom y as a whole.

O n  th e  ex p o rt side, G overnm en t contro ls  w ere first fe l t  in  th e  ap 
p lica tio n  o f th e  N e u tra lity  A ct, w hich p u t tra d e  w ith  b e lligeren ts  on a 
cash and  ca rry  basis. W hen  ou r a rm am en t p ro g ra m  began in  th e  m id 
d le  o f 1940, an  ex port-con tro l system  w as established to  p re ven t ex 
cessive e xp orta tion  o f com m odities in  sh o rt su pp ly  a nd  v ita l  to  th e  
defense p ro g ram . W ith  th e  be g in n ing  of lend-lease  in  1941, th e  G ov 
e rn m en t took a d ire c t h a n d  in  th e  p rocu rem en t a nd  ex p o rta tio n  o f 
m erchand ise an d  services. I n  th a t  year, m erchand ise  va lued a t $784 
m illion , 15 pe rcen t o f ou r to ta l exports , w as sh ipped  by  th e  G overn 
m en t— alm ost a ll un d e r th e  lend-lease p ro g ram . R equ isitions fo r  
these  lend-lease goods w ere tra n sm itte d  by fo re ign  coun tries to  th e  
U n ite d  S ta te s  G overnm en t a nd  p rocu rem en t w as effected by  F ed e ra l 
agencies a long  w ith  th e  p ro cu rem en t o f o th er  m ate ria ls  needed in  th e  
arm am en t p rog ram .

T h ere  w as also a considerab le  increase  o f G overnm en t ac tiv ity  in  
th e  field o f fo re ign  lend ing , p rin c ip a lly  th ro u g h  th e  R econstruc tion  
F in anc e  C orpo ra tion  loan  o f $425 m illion  to  th e  U n ite d  K ingdom , 
$350 m illion  o f w hich  w ere d isbu rsed  in  1941. N o t since th e  years im 
m ed ia te ly  fo llow ing  W o rld  W a r  I  h a d  G overnm ent loans risen  to  
th a t  level. F o re ig n  governm en ts p a r tic ip a te d  to  a g re a te r  ex ten t 
th a n  d id  th e  U n ite d  S ta te s in  d irec tly  c on tro llin g  cap ita l m ovem ents. 
F i r s t  o f a ll, p ra c tica lly  a ll fo re ign  governm en ts a tte m p ted , as soon as 
th e  w a r b roke  out, to  con tro l in te rn a tio n a l c ap ita l tra n s fe rs , p a r tic u 
la r ly  those in  an  o u tw ard  d irec tion , in  o rd e r to  conserve fo re ig n  ex 
change  fo r  essential pu rchases ab road  and  to  p rev en t th e  availab le  
su p p ly  fro m  being  exhausted by flig h t cap ita l.

T h e  increase  o f  fo re ign  b a n k ing  balances from  th e  m id d le  o f 1939 to  
th e  end o f 1941, in so fa r  as is know n, w as en tire ly  in  fund s belonging  
to  fo re ign  governm en ts o r th e ir  agencies. I n  fac t, d u rin g  th e  same
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tim e th e re  w as a decline in  do lla r  ba lances ow ned by p riv a te  persons 
a nd  en terp rises. T he re  w as, how ever, a  la rg e  influx o f fo re ign  c ap i 
ta l ,  p a r tic u la r ly  in  1940, w h ich  escaped official reco rd ing , m ost of 
w hich  p resum ably  consisted o f p r iv a te  funds . F o re ig n  governm en ts 
n o t only tr ie d  to  p reven t such c ap ita l m ovem ents ou t of th e ir  coun tries 
b u t m ade considerable  a ttem p ts  to  acqu ire th e  fo re ign  assets o f th e ir  
res iden ts  in  o rde r to  g e t fo re ign  exchange th ro u g h  th e  sale o f  such 
assets. T he  la rg es t p a r t  o f th e  red uction  o f fo re ign  lo ng-term  assets 
in  th is  co un try  w as accom plished by  tra n sa c tio n s of fo re ign  govern 
m en ts them selves, r a th e r  th a n  th e ir  citizens.

T hu s, th e  increa sing  conc en tra tion  o f resources a nd  energies on 
th e  w a r funn eled  economic ac tiv ity  in  th e  in te rn a tio n a l as w ell as in  
th e  dom estic field th ro u g h  governm en t channels o r a t  le a st b ro u g h t 
i t  un d er  governm en t d irec tion  a nd  contro l. B y th e  end  of 1941, gov 
e rnm en t o rga n iza tio n  in  fo re ig n  countries, p a r tic u la r ly  th e  U n ite d  
K ingdom , w as w ell se t u p  a nd  in  opera tion . I n  th e  U n ite d  S ta tes, 
w h ich  a t  th a t  tim e  h a d  ju s t  become an  active  be llige ren t, m ost of 
th e  G overnm ent o rgan iza tion s to  convert th e  econom y to  th e  w ar 
effort h a d  been se t up , b u t th e  volum e of w a r p rod u ctio n  and  th e  
am o u n t an d  effectiveness o f the  contro ls over p ro du ction , d is tr ib u tio n , 
a nd  fo re ign  transac tio n s w ere st il l m odera te.

T h e  W a r ,  J a n u a r y  1 9 4 2 —J u n e  1 9 4 5

T h e  beg in n ing  o f th e  pe rio d  o f p a r tic ip a tio n  as an  active  b e llig e re n t 
fo un d  th e  U n ite d  S ta te s w ith  its  p rin c ip a l financia l m echanism  fo r 
jo in t opera tions a lre ady  func tio n in g . L end-lease an d  its  c o u n te rp a rt , 
rec ip rocal a id , took  th e  financing  prob lem  o u t of ou r in te rn a tio n a l 
tran sac tion s, leav ing  only th e  essentially  physica l problem  o f w ork 
in g  o u t th e  m ost efficient d iv ision  o f 1 abo r am ong th e  A llies. A m erican  
m ass-p roduction  m ethods w ere ap p lied  to  th e  m a n u fa c tu re  o f trucks, 
tank s, sh ips, p lanes, m achine  tools, an d  m any  o th er  p rodu cts  d irec tly  
o r in d irec tly  essential to  w ag ing  w ar. O ur  p r in c ip a l A llies, B r ita in  
a n d  R ussia , w ere th u s  enab led  to  p u t  f a r  m ore  m en in  th e  figh ting  
lines th a n  i f  th ey  h a d  h a d  to produce  a ll th e ir  eq u ipm en t them selves 
o r buy  i t  w ith  th e ir  ow n financia l resources (w h ich  w ould  have  been 
com pletely in ad e q u a te ). T h e  to ta l o f goods and  services delivered  
u n d e r lend-lease am oun ted  to  abou t $50 b illion  by  th e  m idd le  o f 1945.

N o t a ll ou r tra n sa c tio n s "were financed on a u n ila te ra l basis, how ever. r
T ran sa ctio ns  w ith  C an ada  an d  L a tin  A m e r ic a 3 w ere, gene ra lly  speak- *
ing , on a p aym en ts basis, except fo r  a  re la tiv e ly  sm all am oun t o f lend- 
lease to  th e  la t te r  a rea. P ro cu re m en t o f goods in  th e  B ritis h  E m p ire  
elsew here th a n  in  C an ad a  fo r  ac tua l im p o rt in to  th e  U n ite d  S ta te s  %
w as also on a cash basis u n til  la te  1943, w hen m ost of such  im ports  
w ere p laced  un d er  rec ip rocal a id . A lso, th e  pe rsonal expe nd itu res  of 
o u r tro o p s ab road , as  d istingu ished  fro m  purchases by  th e  arm ed  
forces as such, w ere  m ade e ith e r  in  do lla rs  or, u sually , in  local cu r 
rencies pu rchased  w ith  do lla rs . T h e  cash  p o rtio n  o f o u r ba lance of 
paym en ts w as negative  a lm ost th ro u g h o u t th is  w hole period , lead ing  
to  an  increase  o f $2.9 b illion  in  foreign-ow ned do lla r  ba lances a nd  n e t 
go ld  sales by  th e  U n ite d  S ta te s  o f a bou t $2.5 b illion .

3 I n  t h i s  r e p o r t ,  t h e  t e r m s  “ L a t i n  A m e r ic a ’’ a n d  “ A m e r ic a n  R e p u b l ic s ”  a r e  u s e d  
in t e r c h a n g e a b l y .
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E x p o r t s  E x p a n d  R a p i d l y

T o ta l exp orts  o f goods a nd  services, as in d ica ted  in  tab le  1, rose 
fro m  $6.9 b illion  in  1941 to  $21.4 b illion  in  1944. R ecorded  m er 
chandise ex ports  reached  a peak  an n u a l ra te  of $17.5 b illion  in  M ay 
1944, ju s t befo re  th e  invasion  of E urope . M ore th a n  80 pe rcen t o f 
th e  to ta l m erchand ise tra n s fe rs  fo r  th e  w hole 3% -year pe rio d  re p re 
sen ted  lend-lease  tra n sfe rs . A  su bs tan tia l po rtio n  o f cash ex ports  
w as essential w a r  m a te ria ls— la rg ely  to  C an ada  o r to  E n g la n d  as 
de liveries on p re-lend -lease  contrac ts . E x p o r t  contro ls  re s tr ic ted  
sh ipm en ts o f p ra c tica lly  a ll com m odities to  th e  ba re  essentials neces 
sa ry  to  m a in ta in  th e  economies o f frie n d ly  fo re ign  countries.

I m p o r t s  L o w e r

A lth o u g h  d u r in g  th e  w a r we expanded ou r pu rchases o f m any  raw  
m ater ia ls  in  th e  W es te rn  H em isph ere  an d  elsew here, such as copper 
from  C hile, baux ite  fro m  S u rin a m , a lum inum  fro m  C anada , and  
chrom e a nd  m anganese  fro m  A fric a , to ta l im po rts  in  q u a n tity  te rm s  
d id  no t ag a in  reach  th e  h ig h  level o f 1941. D u rin g  th e  f irst  6 m on ths 
o f 1945, im p o rts  a d jus ted  fo r p rice changes w ere 95 pe rcen t of th e  
1941 ra te .

E nem y  occupation  o f th e  F a r  E a s t cu t off supp lies o f some o f o u r 
p r in c ip a l im po rts , no tab ly  rubber, t in , copra, hem p, tu n g  oil, silk , 
qu inine, a n d  spices. A lth o u g h  a lte rn a tiv e  sources fo r  some o f these 
p ro du cts  w ere  developed, fre qu en tly  w ith  th e  a id  o f U n ite d  S ta te s 
G overnm en t c ap ita l, in  o th er  fo re ign  areas, dom estic syn thetics an d  
su bs titu te s w ere th e  p r in c ip a l m eans o f f illing  the  gap .

T o ta l rece ip ts  o f goods fro m  fo re ign  coun tries, how ever, w ere m uch 
h ig h e r th a n  reco rded im ports , an d  reg istered  a continued  expansion 
th ro u g h o u t th e  w ar. M ost o f these o th e r goods w ere received an d  
consum ed by the  arm ed  forces ab road , e ith er  by pu rchase  o r, m ore 
com m only, as reverse  lend-lease. Som e com m odities w ere also p ro 
cu red  ab road , p r in c ip a lly  in  C anada  a n d  th e  C aribbean , fo r  d irec t 
sh ipm en t to  th e  w ar th ea te rs , e ith er  as lend-lease  o r fo r  th e  use of th e  
U n ite d  S ta te s a rm ed  forces.

S e r v i c e s  A l s o  L a r g e

W ith  incom e on investm ents ru n n in g  abou t th e  same as in  la te  p re 
w a r years, p r in c ip a l changes in  inv isib le  ex ports  an d  im p orts , in c lud 
in g  th e  sh a rp  redu ction  of to u r is t  expenditu res, w ere d ire c tly  re la ted  
to  th e  w a r effort. V a s tly  increased sh ip p in g  services fu rn ish e d  to  
fo re ign e rs w ere  chiefly p rov id ed  u n d e r  lend-lease, w h ile  m ost o f th e  
services fu rn ished  to  th e  arm ed  forces w ere  ob ta ined  as rec iprocal aid. 
T he  o th e r p rin c ip a l item  in  th e  inv isib le  g roup  w as th e  personal ex 
p e nd itu re s o f th e  troop s them selves. T hese  in  g enera l w ere on a cash 
basis, a nd  sufficiently la rg e  to  m ake th e  ac tua l ba lance o f paym en ts 
fo r  services negative  fo r  th e  w a r period .

F i n a n c i n g  t h e  B a l a n c e

A s a lre ady  in d ica ted , we m ore  th a n  offset ou r  e xp or t su rp lu s d u r in g  
th e  w a r by  lend-lease  and  o th er  u n ila te ra l tran sac tion s. A lto g e th e r 
we h a d  a negative  ba lance o f ac tua l paym en ts fo r  goods and  services 
o f $4.4 b illion  d u r in g  th e  3y2 years  here  un d e r discussion. M ovem ents 
o f long -term  c ap ita l an d  A m erican  sh o rt- te rm  fun ds  w ere re la tive ly  
u n im p o rta n t, b u t resu lted  in  n e t outflow s fo r  th e  period  as a  w hole
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of abou t $500 m illion  an d  $400 m illion , respective ly . A dd ed  to  th e  
ba lance  on goods a n d  services a nd  u n ila te ra l tra n sfe rs , these  cap ita l 
outflow s b ro u g h t to ta l n e t paym en ts to  fo re ign  co un tries to  $5.3 b il 
lion . R ecorded d a ta  ind ica te  th a t  about $5.4 b illion  (ne t) accrued to 
fo re ign  coun tries d u rin g  th a t  period  in  th e  fo rm  o f n e t go ld  purchases 
a n d  increases in  sh o rt- te rm  d o lla r  balances. T h e  difference o f $100 
m illion  rep re sen ts  “e rro rs  a nd  om issions,” o r  th e  res id ua l item s in  th e  
sta tem en t, ta b le  1.

D o m e s t i c  I m p a c t  H a r d  T o  G a g e

D u rin g  th e  w a r ve ry  s tro n g  in fla tion a ry  p ressu res w ere exerted  by 
th e  requ irem en ts o f ou r w ar effort. I n  fac t, in  1944, w ar expend itu res 
by  th e  U n ited  S ta te s G overnm ent, exc lud ing  n e t expend itu res  on lend- 
lease, am oun ted  to  $70 b illion . T o  th a t  e x ten t incom e w as received by  
th e  c iv ilian  p o p u la tion  w hich could  n o t be sp en t on goods a nd  services. 
L end-lease tra n s fe rs—less lend-lease  in  reverse— added  to  th is  am oun t 
abou t $13 b illion , o r rou gh ly  18.5 percen t. T h a t  does n o t m ean, how 
ever, th a t  w ith o u t lend-lease  expend itu res or, m ore co rrec tly , w ith ou t 
th e  e x p o rt su rp lu s o f $12.5 b illion , com m odities and  services fo r  th e  
c iv ilian  p o p u la tion  could have  been increased  by a n  equivalen t am ount, 
a n d  th e  in fla tion a ry  p ressures co rre spond ing ly  reduced.

T h e  n e t in fla tiona ry  im p act o f lend-lease in  itse lf cann o t be  m eas 
u red  a p a r t  fro m  th e  to ta l effect o f a ll  w a r expend itu res. I t  is  im pos 
sible to  te ll  w h a t w ould have  been necessary in  th e  w ay  o f a d d itio n al 
m ob iliza tion  of, and  p rodu ction  fo r, o u r ow n arm ed forces i f  we had 
n o t assisted  th e  A llies in  m a in ta in in g  th e ir  respective  w ar efforts. 
B u t i t  is  a t  le a st possible th a t  w ith o u t lend-lease  i t  m ig h t have  been 
necessary to  devote a  la rg e r sh are  of ou r n a tio n a l o u tp u t to  w ar p u r 
poses th a n  we ac tua lly  d id .

T h e  B e g in n in g  o f  t h e  T r a n s i t io n , J u ly -D e c e m b e r , 1 9 4 5

T he  end  o f th e  w a r in  th e  sum m er o f 1945 4 effected no fu nd am en ta l 
change  in  th e  m a jo r  prob lem  in  ou r ba lance  o f paym en ts, th a t  o f 
financing  an  e x p o rt su rp lu s w hich, if  le f t  to  no rm al m echanism s o f 
a d jus tm en t, w ould  have  been o f unm anageab le  p rop o rtio ns , even 
th oug h  th e  m ag n itu de  w as sm aller th a n  d u rin g  th e  w ar. T ra n sfe rs  of 
goods declined to  $4,861 m illion  in  th e  la s t h a lf  o f  th e  y e a r from  
$7,361 m illion  in  th e  first h a lf , an d  th e  ne t e x p o rt su rp lu s  fe ll fro m  
$4,161 m illion  to  $2,232 m illion . T o  a la rg e  ex te n t th e  ch a ra c te r  of 
fo re ign  dem an d  fo r  ou r goods sh if te d  fro m  Avar m ater ia ls  to  goods fo r 
c iv ilian  use, a lth o u g h  i t  m u st be rem em bered  th a t  abou t 40 pe rcen t of 
th e  goods we fu rn ish e d  u n d e r lend-lease d u rin g  th e  e n tire  w ar period  
w ere n o t fo r  d ire c t m ilita ry  use. B u t th e  change  th a t  d id  occur, 
a d u m b ra tin g  th e  p a tte rn  w h ich  w as to  become even m ore p ronounced  
in  1946, w as in  the  m ethod  of financing.

T h e  w artim e lend-lease m echanism  w as succeeded by  a com bined loan  
a n d  g i f t  p ro g ra m  w hich, w hile  m uch sm aller th a n  lend-lease, f a r  ex 
ceeded in  m ag n itu de  any  com parab le  p ro g ra m  ever un d er ta k e n  by  any 
n a tio n  in  peacetim e. B y  th e  end  o f 1945, th e  U n ited  S ta te s G overn 
m en t h a d  p rov ided  fo r  a lm ost $13.2 b illio n  o f p o s tw a r a id  th ro u g h

4 U n le s s  o th e r w i s e  c l e a r ly  in d i c a t e d ,  f ig u re s  c i t e d  in  t h i s  s e c t io n  r e f e r  t o  t h e  l a s t  6  m o n th s  
o f  1 9 4 5 . S e e  t a b l e  1  f o r  q u a r t e r l y  e s t i m a t e s  o f  t h e  b a la n c e  o f  p a y m e n t s  i n  t h a t  y e a r .



loans a n d  I’e lie f  tra n sfe rs , in c lud ing  o u r  sub sc rip tio n  to  th e  I n te r 
n a tio n a l B an k  and  M o ne tary  F u n d , a n d  w as in  th e  process o f ex tend ing  
an  a d d it io n a l $4.4 b illion  th ro u g h  th e  B ritis h  loan  and  th e  P h il ip p in e  
R e h a b ilita tio n  A ct.

U N R R A  P a r t i a l l y  R e p l a c e s  L e n d - L e a s e

E a r ly  in  th e  w a r i t  w as ev iden t th a t  th e  end  o f th e  conflict w ould 
find m any  coun tries in  need o f v a s t im po rts  o f food  a n d  o th e r a rtic le s 
fo r  w h ich  they  w ould n o t be able to  p a y  from  th e ir  ow n financial 
resources. T o  m eet th e  p rospective  re lie f  need, th e  U n ite d  N a tions 
R elie f and  R eh a b ilita tio n  A d m in is tra tio n  w as o rgan ized  on N ovem ber 
9 ,1943, a n d  an  o rig in a l assessm ent of 1 pe rcen t o f its  n a tio n a l incom e 
fo r  th e  y e a r  end in g  J u n e  30,1943, w as levied on each un in vaded  m em 
ber. T h is  assessm ent w as doubled befo re  th e  end  of 1945, p a r t ly  be 
cause o f b ad  ha rv ests  in  E u ro p e  an d  p a r t ly  because th e  m ag n itu de  of 
th e  o rig in a l ta sk  h a d  been underestim ated .

T h e  p ro g ra m  go t un d er  w ay ra th e r  slow ly, how ever, a nd  tra n s fe rs  
fro m  th e  o r ig in a l U n ite d  S ta te s sub scrip tion  o f $1,350 m illion  w ere 
neg lig ib le  in  1944. T ra n s fe rs  o f goods a nd  services u n d e r th e  p rog ram  
rose  fro m  $55 m illion  in  th e  first h a lf  o f 1945 to  $413 m illion  in  the  
fo llow ing  6 m on ths b u t d id  n o t com pensate, by  a w ide m arg in , fo r  
th e  v ir tu a l cessation o f “s t ra ig h t” lend-lease a f te r  Y J -d a y . N e t u n i 
la te ra l tra n s fe rs  d ro pp ed  $2.4 b illion  fro m  th e  f irs t h a lf  o f th e  ye ar  to  
th e  second, a decline w hich  w as a lm ost equal to  th e  d ro p  in  tra n s fe rs  
o f m erchand ise to  fo re ign  countries.

H ow ever, some coun tries, chiefly th e  A llied  N a tio ns o f w estern  
E u ro p e , d id  n o t p a r tic ip a te  in  th e  Ü N R R A  p ro g ra m  as rec ip ien ts , and  
a  system  o f loans an d  c red its  w as evolved to  m eet th e ir  u rg e n t needs 
fo r  fo re ign  c ap ita l to  finance recon stru c tion  deficits o f  g re a t m ag n i 
tudes.

L o a n  P r o g r a m  D e v e l o p s

L end-lease ex ports  o f m ilita ry  goods began declin ing  in  th e  th ird  
q u a rte r  o f 1944 and  a t  th e  tim e o f V E -d a y  w ere ru n n in g  a t  less th an  
one-half o f  the  peak  ra te  reached abou t a y e a r  earlie r. C iv ilian-type 
lend-lease goods, how ever, w hich  w ere needed to  m a in ta in  th e  dom estic 
economies o f ou r A llies, continued  th ro u g h  th e  f irst h a lf  o f 1945 a t a 
ra te  n o t f a r  below th e  peak  reached  in  the  m iddle  o f 1944 (see c h a r t 2 ) . 
T he  coun tries receiving  such a id  h a d  been able, as a re su lt o f these 
im p orts , to  d iv e rt th e ir  own p ro du ctiv e  capacity  to  th e  p rod u ctio n  of 
m a te r ia ls  an d  services needed in  th e  w ar effort. I t  w as n o t to  be ex 
pected th a t  th ey  w ould be able to  reconvert o r reb u ild  th e ir  in d u strie s 
suddenly  in  o rd e r to  com pensate fo r  th e  cessation o f th e  no n m ilita ry  
lend-lease aid.

V arious  agreem ents w ere th e re fo re  concluded, in  accordance  w ith  
the  L end-L ease A ct, p e rm ittin g  de livery  o f those goods fo r w hich 
c on tra c ts  h a d  been p laced befo re  V J-d a y  and  w hich  th e  rece iv ing  coun 
tr ie s  w an ted  de livered , a nd  p ro v id in g  fo r  p aym en t over a p e rio d  o f 
years. T hese  cred its  to  finance th e  de livery  o f th e  so-called lend-lease 
p ipe  line ,5 to g eth e r w ith  th e  c re d it to  finance th e  B ritis h  lend-lease 
in ven to ry , p rov ided  th e  bu lk  o f lo ng -term  c ap ita l ex ports  d u r in g  th e

5 T h e  t e r m  “ p ip e  l i n e ’’ c a m e  t o  b e  u s e d  t o  c o v e r  le n d - le a s e  g o o d s  o n  o r d e r  b u t  n o t  
d e l i v e r e d  a s  o f  S e p te m b e r  2 ,  1 9 4 5 .
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second h a lf  of 1945. M ore  th a n  h a lf  o f  th e  to ta l tra n s fe rs  o f goods 
a nd  services u n d e r lend-lease cred its , am ou n ting  a t  th e  end  o f 1945 
to  $763 m illion , w ent to  th e  U n ite d  K in gdom , abou t $82 m illion  to  
th e  U . S. S. R ., a n d  $151 m illion  to  F ran ce .

C h a r t  2

B IL L IO N S  OF D O L L A R S  

18

CASH AND LEND-LEASE EXPORTS
Military, Nonmilitary, and U N R R A  

( Annual  Rates)

i i r
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E X P O R T S

1 9 3 9  1 9 4 0  1941 1 9 4 2  1 9 4 3  1 9 4 4  1 9 4 5

; Of OflTft-. DEPARTMENT OF COMMERCE, BUREAU OF THE CENSUS____________________
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L E N D - L E A S E

S H IP M E N T S

B IL L IO N S  OF D O L L A R S  

18

1941  1 9 4 2  1 9 4 3  1 9 4 4  1 9 4 5

A  second, a nd  m uch la rg e r, element in  th e  u n fo ld in g  p a tte rn  o f 
fo re ign  lend ing  w as th e  enactm en t, on J u ly  31, 1945, of th e  E x p o rt-  
Im p o rt B an k  A ct o f 1945. I n  ad d it io n  to  reo rg an iz in g  th e  B an k  and  
p rov id in g  i t  w ith  an  independen t, b ip a rtisa n  bo ard  o f d irecto rs, th e  
act increased th e  B an k ’s lendn ig  pow er from  $700 m illion  to  $3.5 
billion . T h is expansion w as ju stified  p rim arily  on th e  basis o f th e  
needs o f w ar- devasta ted  coun tries fo r  fo re ign  c ap ita l to  speed recon 
s tru c tio n , p e n d ing  th e  in au g u ra tio n  o f th e  In te rn a tio n a l B an k  fo r  
R econstruc tion  an d  D evelopm ent.

L end-lease fund s could no t be used to  finance th e  fo re ig n  purchases 
o f goods n o t a lready  in  lend-lease p ro cu rem en t channels  by  S ep tem ber 
2, 1945. S pecial loans w ere th erefo re  a rra n g e d  th ro u g h  th e  E x p o rt-  
Im p o r t  B an k  fo r  goods req u isitions fo r  w hich h a d  been approved  fo r 
lend-lease de livery  b u t w h ich  h ad  n o t been o rdered  as o f th a t  da te . 
T hese loans ag g reg ated  $655 m illion , of w h ich  $550 m illion  w ent to  
F ra n c e  an d  th e  re s t to  B elg ium  an d  th e  N e therlands. O n ly  $30 
m illion  o f these cred its  h a d  ac tua lly  been d isbu rsed  by  th e  end  of 
D ecem ber 1945.

A u th o r ity  to  g ive  specia l c red its  fo r  th e  acqu isition  o f su rp lu s p ro p 
e r ty  located ab ro ad  w as g ra n te d  in  th e  S u rp lu s P ro p e r ty  A c t of 1944. 
S uch c red its  could be a rra n g e d  fo r  in d iv id u a l sales o r fo r  sales in  
bu lk  covering  a ll su rp lus  stock in  a g iven a rea  as o f a c er ta in  date. 
T h e  la t te r  ty pe  o f c o n tra c t w as usually  concluded in  connection w ith  
a genera l financia l se ttlem en t o f lend-lease and  o ther w ar claim s. U p  
to  th e  end  o f 1945 th e  only se ttlem en t o f th a t  k in d  w as th e  one w ith
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th e  U n ite d  K ingdom , covering  th e  tra n s fe r  o f su rp lu s  p ro p e rty  located 
in  th a t  co un try  a nd  in  th e  colonies th ro u g h  a c re d it o f  $60 m illion . I n 
d iv id u al sales a g a in st c re d it up  to  th e  end o f 1945 w ere re la tiv e ly  
small.

T h e  A n g lo -A m erican  financia l agreem en t, s igned  D ecem ber 6,1945, 
con stitu ted  an o th e r m a jo r  p a r t  o f o u r p os tw ar fo re ig n  loan  a n d  a id  
p rog ra m . I n  ad d it io n  to  th e  $3,750-m illion loan  app rov ed  by C ongress 
on J u ly  15,1946, th e  ag reem en t p ro v ided  fo r  c red its  o f ap p rox im ate ly  
$650 m illion , covering  p o s t-V J-d a y  lend-lease deliveries, th e  lend-lease 
in ven to ry , su rp lu s p ro p e rty , and  o th er  w ar cla im s ( n e t ) .

F in a lly , th e  ye ar  w itnessed th e  ra tific a tio n  o f th e  B re tto n  W oods 
ag reem en ts by  35 na tion s, a nd  th e  In te rn a tio n a l M o netary  F u n d  a nd  
th e  In te rn a tio n a l B an k  fo r  R econstruc tion  a nd  D evelopm en t fo rm a lly  
cam e in to  being. T o ta l subscrip tions to  th e  B ank , w hich  also  equaled 
its  to ta l le nd ing  pow er, w ere $7.6 b illion , a  la rg e  p a r t  o f w h ich  m ig h t 
be expected u ltim a te ly  to  be ob tained  fro m  p r iv a te  investors in  th e  
U n ite d  S ta tes. O u r su bsc rip tion  to  th e  B an k  w as $3,175 m illion  a nd  
to  th e  F u n d  am ounted $2,750 m illion.

T hus, d u r in g  th e  second h a lf  o f 1945 th e  g ro un d  w oi’k  w as la id  fo r  
a to ta l c ap ita l outflow  of $13 b illion  by th e  U n ite d  S ta te s G overnm en t 
an d  possibly $5 b illio n  by p r iv a te  investors th ro u g h  th e  In te rn a tio n a l 
B ank .

B a l a n c e  o f  P a y m e n t s  T u r n s  P o s i t i v e

D u rin g  th e  la s t h a lf  of 1945, despite  a $2.7-billion d rop  in  ex ports  o f 
goods a nd  services fro m  th e  f irst h a lf  o f th e  year , th e  n e t “cash o r 
c re d it” ba lance  becam e positive  fo r  th e  first tim e since 1942. T h e  
decline in  to ta l exp orts  w as m ore th a n  offset by  th e  d rop  in  u n ila te ra l 
tra n s fe rs  occasioned by th e  cessation o f s tra ig h t lend-lease. P r iv a te  
com m ercial expo rts  rose fro m  $1.5 b illion  to  $1.9 b illion  a n d  G overn 
m en t ex ports  w ere financed la rg e ly  on c re d it te rm s r a th e r  th a n  on a 
u n ila te ra l basis.

R e c o n v e r s i o n  S l o w s  E x p o r t s

I n  genera l, o u r in te rn a tio n a l transac tio n s in  th e  early  reconversion 
p e rio d  p a ra lle led  dom estic developm ents. A t  hom e an d  ab ro ad  th ere  
w as an  enorm ous po ten tia l dem and fo r  th e  o u tp u t of A m erican  fa rm s  
a nd  fac to ries. T h e  dem and  w as su pp orted  in  bo th  cases by  w ar-ac 
cum ulated reserves w ith  w hich  to  buy  th e  goods, augm en ted  in  th e  
e x p o rt sphere  by th e  po stw a r re lie f a nd  re h ab ilita tio n  policies o f th e  
U n ite d  S ta te s G overnm ent. B ecause o f th e  difficulty o f recon verting  
to  th e  p ro du ctio n  of peacetim e goods, bo th  fo re ig n  an d  dom estic re 
qu irem en ts w ere to  a  la rg e  degree  unsatisfied  a t  th e  end of th e  year. 
A t  hom e, liq u id  ba lances o f businesses an d  in d iv id u a ls  continued  to 
increase, b u t a t  a m uch slow er ra te , w hile fo re ig n  countries, as a g roup , 
w ere able to  con tinue  to  increase  th e ir  go ld  a nd  d o lla r  ho ld ings. T h a t 
th is  could  happen , in  sp ite  o f ou r over-a ll positive  ba lance  o f paym en ts, 
w as due  to  th e  fa c t th a t  we w ere financing  o u r ex p o rt su rp luses, especi
a lly  to  E u ro pe , on lo ng-term  c re d it w hile  s till  p a y in g  cash fo r  ou r 
im p o rt su rp luses fro m  o th er  a reas, no tab ly  L a tin  A m erica.

R econversion difficulties in  ex p o rt tra d e  a re  i l lu s tra te d  by  c h a r t 2, 
w h ich  shows th e  trem endous s h if t  fro m  m ilita ry  ty p e  to  c iv ilian -type  
ex ports  in  th e  la tte r  p a r t  o f 1945. A s c learly  dem o nstra ted  by sub 
sequent events, th e  re la tiv e ly  low level of ex ports  a t  th e  close o f 1945
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w as no t due to  any  lack  o f fo re ig n  a b ility  o r w illingness to  pu rchase 
A m erican  goods, b u t alm ost en tire ly  to  o u r in ab ility  to  p roduce  and  
e xp or t them  fo rth w ith .

I m p a c t  o n  t h e  D o m e s t i c  E c o n o m y

B y  an y  o f th e  m easures cu stom arily  used, fo re ig n  tra nsac tio n s 
fo rm ed  a g re a tly  d im in ished  p a r t  o f ou r to ta l economic a c tiv ity  in  the  
la s t h a lf  o f  1945 as com pared  w ith  th e  w a r period . T h e  ra tio  of m er 
chandise  exp orts  to  ex portab le  goods p roduced  declined fro m  12.3 
pe rcen t in  1944 to  9.3 pe rcen t in  1945. A lth o u g h  these  d a ta  are  no t 
availab le  by  qu a rte rs , i t  seems c lear th a t  m ost o f th e  decline occu rred  
in  th e  la t te r  p a r t  o f th e  year.

T he  excess o f ex ports  o f goods a nd  services declined fro m  $3.8 b il 
lion  in  th e  first h a lf  o f th e  ye ar  to  $2.9 b illion  in  th e  second. T h is 
ba lance  rep re sen ts  th e  n e t va lue  o f goods and services p roduced  in  
th is  co u n try  a nd  consum ed ab ro ad  over th e  va lue  of fo re ig n  p rod u c 
tio n  consum ed in  th e  U n ite d  S ta te s  a nd  m ay be com pared  w ith  th e  
va lue  o f dom estic p rodu ction  n o t used fo r  c u rre n t consum ption .6

F ro m  th e  accom panying  c h a rt,  i t  w ill be seen th a t , o f dom estic ou t 
p u t  no t used  fo r  c u rre n t consum ption ,7 th e  sh are  tra n s fe rre d  to  f o r 
e ign  coun tries com prised a g re a tly  d im in ish in g  p a r t  d u rin g  th e  second 
h a lf  o f 1945 as com pared  w ith  th e  w a r period . D om estic gross c ap ita l 
fo rm atio n , in c lud in g  in ven to ry  accum ulation, w as ta k in g  a ra p id ly  
increas in g  share  o f th e  nonconsum ed p o rtio n  o f o u r to ta l o u tp u t. T h is  
w ould  ind ica te  th a t , desp ite  th e  considerable a id  extended to  fo re ign  
coun tries d u r in g  th e  la t te r  h a lf  o f 1945, th e  re la tiv e  con trib u tio n  of 
fo re ign  tra d e  to  th e  in fla tiona ry  pressures in  th is  coun try  w as sm aller 
th a n  d u rin g  th e  w a r period .

C h a r t  3

“ T h e  n e t  f o r e ig n  b a la n c e  o r d i n a r i l y  s h o w n  a s  p a r t  o f  p r i v a t e  g r o s s  c a p i t a l  f o r m a t io n  
d o e s  n o t  in c lu d e  e x p o r t s  t r a n s f e r r e d  u n i l a t e r a l l y ,  s u c h  a s  le n d - l e a s e  a n d  U N R R A . I n  t h e  
p a r a g r a p h  a b o v e , h o w e v e r ,  n e t  e x p o r t s  in  t h e  r e a l  s e n s e  a r e  c o m p a r e d  w i t h  g r o s s  c a p i t a l  
f o r m a t io n ,  a d j u s t e d  to  in c lu d e  s u c h  n e t  e x p o r t s .

7 D e f in e d  a s  c a p i t a l  f o r m a t io n  p lu s  w a r  e x p e n d i tu r e s .
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C h a p t e r  I I

C u r r e n t  A c c o u n t  T r a n s a c t i o n s

M e r c h a n d is e  T r a d e  1

T he  w artim e in te rn a tio n a l m erchand ise  tra n sa c tio n s  o f th e  U n ite d  
S ta te s reflected p r im a rily  th e  sub ord in a tio n  o f com m ercial tra d e  to  
A llied  w ar p rodu ction  a nd  com bat requirem ents. B y  v irtu e  o f loca 
tio n  outside th e  com bat a rea  a nd  re la tiv e  s tre n g th  in  m ateria ls , m an 
pow er, a nd  techn ica l p ro du ctive  fac ilities , th e  U n ite d  S ta te s  th ro u g h 
ou t th e  w a r period  w as called  upo n  to  m eet a la rg e  segm en t o f th e  
m ou n tin g  m ilita ry  and  c iv ilian  req u irem en ts o f o th e r  coun tries en 
g aged in  th e  com m on s tru gg le  ag a in st th e  A xis. I n  a dd itio n , th is  
co un try  w as faced  w ith  th e  job of equ ipp ing  its  ow n vast f ig h tin g  forces 
a nd  m a in ta in in g  them  in  d is ta n t and  w idely sca tte red  com bat thea ters .

A t  th e  sam e tim e, th e  A xis invasions in  E u ro p e  and , p a rtic u la r ly , 
in  th e  F a r  E a s t closed le ad ing  sources fo r  num erous sup p lies an d  
m ater ia ls  necessary fo r  w ar p rodu ction  a nd  c iv ilian  consum ption . 
E ve n  w ith in  th e  te r r i to ry  rem ain in g  open to  A llie d  tra d e , th e  lack  
of im po rte d  m ate ria ls  a nd  th e  d iversion of m anpow er to  m eet m ore  
u rg e n t w artim e requ irem en ts caused reductions in  th e  volum e o f some 
essential goods availab le  fo r  ex po rt to  th e  U n ite d  S ta tes.

C h a r t  4

B I L L I O N S  O F  D O L L A R S

T o  m eet ou r own g re a tly  sw ollen needs a n d  those of ou r A llies in  
th e  m ost efficient m anner, th e  G overnm en t fo un d  i t  necessary to  as 
sum e v ir tu a lly  com plete con tro l over a ll U n ite d  S ta te s fo re ig n  tra d e . 
M oreover, th e  bu lk  o f ou r ex p o rt tra d e  and  a la rg e  segm en t o f ou r 
im po rt tr a d e  w ere ac tua lly  conducted  by  th e  G overnm ent. S uch m ea 
su res w ere n o t confined to  th is  c o u n try ; governm en ts everyw here

1 T h i s  s e c t i o n  w a s  p r e p a r e d  b y  M a r ie  T . B r a d s h a w .
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in s titu te d  s tr ic t  co n tro l over in te rn a tio n a l tra d e , h a n d lin g  a m ajo r 
p a r t  d irec tly  th ro u g h  th e ir  respective  governm en ta l p u rcha sing  
agencies.

In tim a te ly  associa ted w ith  th e  active  p a r tic ip a tio n  of th e  A llied  
G overnm ents in  w artim e  tra d e  w as th e  in tro d u c tio n  of a rea lis tic  and 
unp receden ted  app roach  to' th e  problem  o f financing  th e  huge  in te r  - 

A llie d  flow o f m ater ia ls  fo r  w a r an d  c iv ilian  use. I n  recogn ition  of 
th e  fa c t th a t  th e  A llies w ere un ite d  in  a com m on stru gg le  a g a in st th e  
A xis, th e  goods w hich each w as in  a pos ition  to  su pp ly  th e  o th er  were 
in  la rg e  m easure  view ed as con trib u tio ns  necessary to  th e  final w in n ing  
of th e  w a r an d  hence involved  only neg lig ib le  in te rn a tio n a l paym ents. 
T h e  custom ary  financial considerations go v ern in g  in te rn a tio n a l tr a d e  
wTere th u s  rep laced  to  a m a jo r ex ten t by th e  u rgency  fo r sup p ly ing , re 
g ard less  o f th e  need fo r  com pensation , m ax im um  am ounts of goods 
w herever a nd  w henever they  could be used  in  th e  com m on w ar effort.

W ith in  th is  fram ew ork  th e  fo llow ing  m ajo r  developm ents occu rred  
in  U n ite d  S ta te s  in te rn a tio n a l t r a d e :

1. T h e  flow of goods fro m  the  U n ite d  S ta te s to  o ther countries 
reached  unprecedented  levels. T he  $63 b illion  o f m erchand ise  w hich 
th is  co un try  sup p lied  d u r in g  th e  6-year period  fro m  1940 th ro u g h  1945 
exceeded ou r cum ulative expo rts  fo r  th e  en tire  17-year pe rio d  im 
m ed ia te ly  p reced ing  1940. P e a k  tra n s fe rs  of $17 b illion  in  1944 com 
pa re  w ith  a p re w ar h ig h  o f $8.5 b illion  in  1920.

Tabl e 3.— T o ta l and cash balance on United S ta te s  in te rna tio na l m erchandise
transac tions , 1940-45

[In  m illions  of dollars]

I te m 1940 1941 1942 1943 1944

1945

T o ta l F ir s t
h a lf

S econd
half

R ec eip ts  (exp orts)_______ 4,123.8 5, 342. 5 9,186. 9 15,115.3 16, 969.5 12, 221.7 7,361.6 4,860.1
P a y m e n ts  ( im p o rts )__ _ 2. 713.1 3, 486.1 3, 9C4. 9 5, 426. 6 5, 589.1 5,829. 5 3, 200.0 2,629. 5
E xcess of re ce ip ts  ( + ) ____ + 1 ,41 0 .7 + 1 ,856 .4 + 5 , 222.0 + 9,688 . 7 + 11 ,380 .4 +6 ,392 . 2 + 4 ,16 1 .6 +2 ,230 . 6
D e d u c t:  N e t u n ila te ra l off-

s e ts  on m erch an d ise  ac-
810.4 4,844. 7 11, 039. 9 5, 535.3 4,197.1 1,338.2

E xcess of re ce ip ts  (-]-) or
p a y m e n ts  (—) on  cash
a n d  c red it tr a n sa c tio n s . . . + 1 ,410 .7 + 1 ,046 .0 + 377 .3 -1 ,3 5 1 .2 -7 7 0 . 7 +856. 9 - 3 5 .5 +892. 4

2. _ T h e re  w as a steady  increase in  th e  am ount of goods received fro m  
fo reigners. T h e  reco rd  level of $5.8 b illion  reached  in  1945 su rpassed  
th e  p rev ious 1920 reco rd  by $400 m illion . N evertheless, th e  increase 
in  th e  am ou n t o f goods received w as re la tiv e ly  m uch sm aller th a n  th e  
co rrespond ing  g ro w th  in  expo rts  a nd  in  dom estic in d u s tria l dem ands.

3. F o r  th e  1940-45 period  as a w hole the  va lue  o f goods su pp lied  by 
th e  U n ite d  S ta te s ($63 b illion )  exceeded th e  va lue  o f goods fu rn ished  
to  th e  U n ite d  S ta te s  by  $36 b illion . Because $34.4 b illion  of th e  excess 
consisted o f  n e t U n ited  S ta tes  co n tribu tions, how ever, ac tua l ne t 
rece ip ts  fro m  fo re igners on m erchand ise  account am ounted  to  only  $1.6 
b illion  (see tab le  3 ). D u rin g  1943 and  1944 U n ite d  S ta te s con trib u 
tion s, o r  u n ila te ra l tra n sfe rs , w ere  so la rg e  th a t  ou r m erchandise  
accoun t on goods req u ir in g  pa ym en t ac tu a lly  show ed a negative  
balance.

4. A p p rox im ate ly  tw o -th ird s  o f a ll goods m ade availab le  to  fo re ig n 
ers an d  abou t tw o-fifth s o f a ll  m erchand ise  received fro m  fo reigners
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w ere h a nd led  d ire c t by  G overnm ent agencies. T he  G overnm ent’s w a r 
tim e fo re ign  ac tiv ities  in tro du ced  in to  th e  m erchand ise account, n o r 
m ally  consisting  of recorded com m ercial ex ports  a nd  im po rts  ad jus ted  
fo r  ba lance-o f-paym en ts purposes, certa in  o th er  tra nsac tio n s, such as 
la rge-sca le  lend-lease sh ipm en ts, goods fu rn ish ed  by o th e r countries 
fo r  consum ption  by ou r arm ed  forces ab road , an d  sales a nd  c on tr ib u 
tio n s to  fo re igne rs fro m  A rm y  a nd  o th e r G overnm ent stocks loca ted 
overseas (see tab le  4 ). D u rin g  1943 an d  1944 G overnm en t m erch an 
dise transac tio n s accounted fo r  84 p ercen t o f a ll goods su pp lied  a nd  56 
pe rcen t o f a ll goods received.

Tabl e 4.—In te rn a tion a l m erchand ise transac tio ns o f th e  United S ta te s , 1940-4-5

[In  m illions of dollars]

I te m 1910 1941 1942 1943 1944

1945

T o ta l
F irs t
ha lf

S econd
half

R ec eip ts  (exports)

T o ta l r e c e ip ts ...... ............. ...... 4 ,123.8 5,342. 5 9 ,186 .9 |15 ,115.3 16, 969.5 12, 221. 7 7,361.6 4,860.1

P r iv a te  e xp orts , a d ju s te d - ............... . 4,101.8 4, 558. 9 3,363.3 2,401.3 2, 776.4 3,411. 7 1,452.1 1, 959. 6

R ecorded  e x p or ts______ ______ 4,021.1 5,147. 2 8, 079. 0 12, 964. 9 14, 258. 7 9, 805. 9 5,830. 6 3,975.3
A d d itio ns , to ta l ____________ 152.0 232.2 295. 8 39.3 122.3 118.6 76.6 42.0

S ilv e r__________________ 3 .7 5. 5 2.0 29.3 122.3 88.8 63.5 25.3
G old  (n e t dom es tic  p rodu c-

tion ) 1______ 148.3 146. 5 92.1
80. 2 201.7 10.0 29.8 13.1 16.7

D e d u ctio n s, to ta l____________ 71.3 820.5 5,011 .5 10, 602.9 11,604. 6 6, 512.8 4,455.1 2,057. 7
E x p o rts  to  P a n a m a  C an al

Z on e. ____ ___________ 44.1 72.4 37.4 3.9 3.1 14.9 1.5 13.4
N onc om m e rcia l e x p o r ts ____ 5.2 7.1 36.0 88.8 93.8 144. 9 57.9 87.0
G ov e rn m e n t e x p o r ts ......... . 22.0 741.0 4, 938.1 10,510. 2 11, 507. 7 6,353. 0 4,395. 7 1,957.3

G ov e rn m e n t bx-ports1, to ta l___ 22.0 783.6 5,823.6 12, 714. 0 14,193.1 8,810.0 5, 909. 5 2, 900. 5

779.8 5,812. 5 12,440. 3 13, 589. 5 6,881. 3 5, 000. 0 1,881.3
.6 ' 393.0 45.0 348.0

M il i ta ry  c iv ilia n  su p p ly  sh ip-
185.0 866.0 522.0 344.0

N o n m il ita ry  s a le s . ......... . ........... 22.0 5.4 124.1 120.0 336.0 212.3 123.7
3.8 5.7 149.6 298. 0 221. 6 130.2 91.4

98.0 98.0
14.1 14.1

P a y m e n ts  (im ports)

T o ta l p a y m e n ts ........... ............. 2,713.1 3, 486.1 3,964. 9 5,426. 6 5,589.1 5,829.5 3,200.0 2,629. 5

P r iv a te  im p o rts , a d ju s te d ................. 2 ,657.6 2,993. 9 1,764. 4 2,106.1 2,706. 7 3,118.1 1,492.1 1,626.0

R ecorded  im p o r ts ............ ........... 2 ,625.4 3,345.0 2,744. 9 3, 381.3 3,919.3 4,135. 9 2,121. 8 2,014.1
A d d itio ns , t o ta l___ ______ ____ 77.0 72.8 103. 9 83.4 104. 9 155.0 87.8 67.2

S i l v e r . . . ................................ 58.2 46.9 39.9 27.6 22.7 25.5 10.6 14.9
G old  (n e t dom estic  con-

22.8 44.7 84.8 54.2 30.6
U ndervalua tion  a d ju s tm en ts2. 18.8 25.9 64.0 33.0 37.5 44.7 23.0 21.7

D e d u c tio n s, to ta l ......................... 44.8 423.9 1,084. 4 1,358.6 1,317.5 1,172.8 717.5 455.3
Im p o r ts  from  P a n a m a  C a n al

Z o n e. ________ .7 .4 1.6 1.2 .9 1.8 .9 .9
N onc om m e rcia l im p o rts___ 4.1 10.3 127.5 44.9 15.5 8 .3 4.1 4 .2
G o v e rn m e n t im p o rts ______ 40.0 413.2 955.3 1,312.5 1,301.1 1,162.7 712.5 450. 2

G o v e rn m e n t im p o rts , t o ta l ................ 55.5 492.2 2,200.5 3,320.5 2,882.4 2,711.4 1, 707. 9 1,003.5

540.0 1,147.0 1,230.0 1,354.7 1,069.0 285.7
N o n m il ita ry  p u rc h a se s ............ . 40.0 422.4 979.4 1,335.6 1,106.0 874.0 443. 5 430. 5
M il ita ry  p u rc h a se s___________ 15.5 69.8 466.1 827.9 546.4 482.7 195.4 287.3

215. C 10.0

1 F o r d iscussion , see p . 171 of ap p en d ix  A  a n d  p .  191 of a p p e n d ix  B .
2 D a ta  inc om ple te .
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5. T h e  p re w ar geogra ph ic  a nd  com m odity s tru c tu re  o f U n ited  
S ta te s  fo re ig n  tra d e  w as g re a tly  a lte red  w ith  th e  c losing o f enem y a nd  
enem y-occupied areas a nd  th e  p rio r itie s  g iven  the  flow o f essen tia l 
m ater ia ls  betw een th e  A llied  countries. O u r sw ollen exports , d irec ted  
chiefly to  th e  U n ite d  K ingdom , th e  U . S. S. It., a nd  th e  o th er  A llies, 
com prised  m ain ly  m ilita ry  equ ipm en t an d  o th er  essential finished 
p roducts . A t  th e  sam e tim e, th e  bu lk  o f th e  goods acqu ired  from  
ab ro ad  consisted  o f s tra te g ic  and  c ritic a l m ater ia ls  a nd  essen tia l food 
stuffs fu rn ish e d  by  coun tries in  th e  W es te rn  H em isphere  an d  supp lies 
fo r  ou r a rm ed  forces overseas p ro v ide d  by  B ritis h  E m p ire  countries.

G o v e r n m e n t s  C o n t r o l  T r a d e

O v e r - A l l  P i c t u r e

I n  ad d it io n  to  co nducting  a m a jo r p o rtio n  o f o u r w artim e  in te r 
n a tio n a l tra d e , th e  U n ite d  S ta te s G overnm en t exercised s tr ic t  con tro l 
over those m erchandise  tra n sa c tio n s w hich continued d u r in g  th e  w a r 
to  be h a nd led  th ro u g h  p r iv a te  channels. I t  is im p o rta n t th a t  G overn 
m en t tra d e  ( fo r  w hich  U . S. G overnm en t agencies h a d  com plete a nd  
fina l financial respo ns ib ility  a t  th e  tim e  t i t le  to  th e  goods passed to  o r 
w as received fro m  fo re igne rs)  be d is tingu ished  fro m  G overnm ent- 
reg u la ted  com m ercial tra d e . I n  th e  la t te r  case, th e  goods m oved in  
m ost in stances u n d er  G overnm ent licensing  and  p rice contro ls, b u t  the  
p r iv a te  fo re ig n  t r a d e r  m ain ta in e d  final financia l responsib ility .

W hen  th is  co u n try  en te red  th e  w a r a t th e  end  o f 1941, m ost o f th e  
m ach inery  fo r  th e  conduct o f G overnm ent tra d e  a nd  th e  contro l o f 
p r iv a te  tra d e  w as w ell established. E x p o rt co n tro l covered p ra c tic a lly  
a ll  le a d in g  ex p o rt com m odities and  lend-lease  goods w ere  flow ing to  
ou r A llies a t  a ra p id ly  increa sing  ra te . O n th e  im p o rt side, G overn 
m en t co rp o ra tions  h ad  been o rgan ized  to  p ro cu re , im p o rt, a nd  stock 
p ile  s tra teg ic  and  c rit ic a l m ateria ls . B y  th e  m idd le  o f 1942, contro ls  
h a d  been extended to  cover p ra c tica lly  a ll  im ports . I n  a dd itio n , bo th  
expo rts  an d  im po rts  becam e sub ject to  G overnm en t p rice contro ls  in  
o rd e r th a t  th e  effect o f ou tside in fla tion a ry  influences m ig h t be m in i 
m ized.

O th e r coun tries also fou nd  i t  necessary, n o t on ly  to  exercise s tr ic t  
co n tro l over th e ir  w artim e fo re ig n  tra d e , b u t also to  ha n d le  the  m ajo r  
p a r t  d ire c t th ro u g h  th e ir  respective  governm en ts. M ost o f th e  U n ite d  
K in gd om ’s pu rchases here, fo r  exam ple, w ere m ade d ire c t by th e  B r i t 
ish  P u rc h a s in g  M ission. W ith  th e  ou tb rea k  o f w a r num erous o ther 
coun tries h a nd led  th e ir  im p o rts  from  th e  U n ite d  S ta tes  th ro u g h  p u r 
chasing  m issions w h ich  con tinued  o p e ra tin g  even a f te r  th e  close o f th e  
w ar. S uch buy ing  m ethods n a tu ra lly  increased th e  degree to  w hich 
p r iv a te  tra d e  channels in  th is  coun try  h a d  a lre ady  been d is to rted  by  
o u r ow n dom estic controls.

T o  co ord ina te  th e  re g u la to ry  m echanism s established by  th e  in d i 
v id u a l A llied  G overnm en ts and  to  in su re  m axim um  w a r p rodu ction  
w ith in  th e  lim its  o f availab le  w orld  supplies, con tro l on an  in te rn a 
tio n a l level w as also established. T he  C om bined R aw  M ate ria ls  B o ard , 
consisting  o f rep resen ta tiv es fro m  th e  U n ited  S ta te s, th e  U n ite d  K in g 
dom , and  C anada , w as established on  J a n u a ry  26, 1942, to  rev iew  th e  
requ irem en ts o f th e  in d iv id u a l A llies fo r  scarce raw  m ater ia ls  a nd  to 
a lloca te  supp lies fro m  a ll p ro d u cin g  areas n o t u n d e r  A xis dom ination . 
A lso crea ted  in  J a n u a ry  o f 1942 w as th e  M un itions A ssignm en ts
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B o a rd ; a nd  on J u n e  9 ,1942, th e  C om bined F ood  B o ard  an d  th e  Com 
b ined  P ro d u c tio n  a nd  R esources B o ard  w ere organized.

I n  ad d it io n  to  a llo ca tin g  supplies, bo th  th e  C om bined R aw  M ate ria ls  
B o a rd  a nd  th e  C om bined F o od  B oa rd  unified pu rchase  a nd  develop 
m en t operations. F o r  in stance, a ll m eat in  A rg e n tin a  w as bo u gh t by 
th e  B ritish , w hile a ll  fa ts  an d  oils fro m  A rg e n tin a  w ere b o u g h t by th e  
U n ite d  S ta tes. A rge n tin e  m eat supplies a lloca ted  to  th e  U n ite d  S ta te s 
w ere tu rn e d  over to  us by th e  B ritish , w hile we tra n s fe rre d  to  th e  B r i t 
ish  th e  fa ts  and  oils th ey  w ere en title d  to  receive fro m  A rg e n tin a . T h e  
a lloca tions a nd  unified  developm ent a nd  pu rchase  policies n o t only 
reduced  costs of p ro cu rem en t bu t also p re ven ted  com petitive  b id d in g  
an d  th erefo re  h in de red  in fla tion a ry  p rice  rises. T he  a v ailab ility  of 
tra n s p o r t  fac ilities  de term ined  fro m  w hich o f th e  availab le  sources 
th e  requ irem en ts o f each cou n try  shou ld  be m et.

T he  C om bined P ro d u c tio n  a nd  R esources B o a rd  de term ined  w here 
c e r ta in  sem ifinished com m odities needed in  th e  w a r effort shou ld  be 

„ developed fro m  th e  s ta n d p o in t o f sa fe ty  fro m  enem y a ir  ra id s  a nd
ava ila b il ity  o f raw  m ater ia ls  and  labo r, w hile  th e  M un itions A ssign 
m en ts B o a rd  a llocated th e  fin ished m un itions  in  accordance w ith  
s tra te g ic  needs as de term in ed  by th e  com bined C h iefs o f S taff.

T r a d e  C o n t r o l s  i n  t h e  U n i t e d  S t a t e s

T h e  first active  step  in  estab lish ing  dom estic contro ls  over U n ited  
S ta te s w a rtim e  tra d e  w as th e  s ig n in g  o f th e  N e u tra lity  A c t on N ovem 
ber 4 ,1939. U n d e r th e  p rovisions o f th is  leg isla tion , A m erican  sh ips 
w ere fo rb id d en  to  en te r be llige ren t p o r ts  in  th e  com bat a nd  re s tr ic ted  
areas, in c lud ing  m ain ly  E u rop ean  p o rts  on th e  M ed iterran ean , B lack  
Sea, and  N o rth  A tlan tic . H ence, tra d e  w ith  these  areas w as lim ited  
to  goods w h ich  could  be c arrie d  on o ther n e u tra l a nd  be llige ren t ships. 
T h e  N e u tra lity  A ct, m oreover, p ro h ib ited  th e  extension  o f c re d it to  
be llige ren t governm en ts fo r  th e  pu rcha se  o f a ll ty pes o f goods. T he  
c re d it res tric tio ns  th u s  im posed exp la in  in  p a r t  th e  necessity  fo r  the  
la rg e  p re-lend -lease cash advances m ade by th e  U n ite d  K in gdom  and 
F ran c e  a g a in st pu rchases in  th e  U n ite d  S ta te s o f w a r m ater ia ls  and  
o th er  essen tia l goods.

A s th e  w a r in  E u ro p e  p rog ressed  an d  th e  need fo r  s tre n g th e n in g  ou r 
ow n n a tio n a l defense becam e increa sin g ly  a p p a re n t, a system  o f con 
t ro l  w as established on J u ly  2, 1940, covering  exports  o f m ilita ry  
equipm ent, m un itions, an d  re la te d  m ater ia ls  a nd  tools. T h e  Office of 

-  E x p o r t  C on tro l w as designated  by th e  P re s id e n t to  d ire c t th e  issu in g
of licenses by th e  S ta te  D e p a rtm e n t of an  in itia l l is t covering some 40 
com m odities. O n  S ep tem ber 15 o f th e  fo llow ing  year, th e  Office of 
E x p o rt C on tro l w as tra n s fe rre d  to  th e  new ly crea ted  E conom ic De- 

r fense B o ard . A d m in is tra tio n  o f th e  ex port-con tro l p ro g ra m  con tin 
ued th ro u g h o u t th e  w ar to  be un d e r th e  ju r isd ic tio n  o f th e  Econom ic 
D efense  B o ard  and  its  successor agencies—th e  B oa rd  o f E conom ic 
W a rfa re , th e  Office o f Econom ic W a rfa re , an d  th e  F o re ig n  Econom ic 
A d m in is tra tio n .

W ith  th e  active  p a r tic ip a tio n  o f th e  U n ite d  S ta te s in  th e  w ar, ex 
p o r t  con tro l w as ex tended  to  cover “any  artic les, techn ica l da ta , m ate 
r ia ls , o r supp lies.” N o t only d id  th e  c iv ilian  economy need p ro tec tio n  
a g a in st excessive d ra in s  o f goods in  cu rta ile d  p ro d u ctio n  fo llow ing  
P e a r l H a rb o r , b u t  availab le  supplies and  sh ip p in g  fac il it ie s  h a d  to  be 
care fu lly  conserved to  m eet th e  m ost u rg e n t m ilita ry  a nd  c iv ilian  needs
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o f ou r A llies. M oreover, m ater ia ls  an d  equipm en t w ere req u ired  by 
th e  L a tin  A m erican  coun tries and  o thers in  connection w ith  th e  devel
opm ent an d  p rod u ctio n  o f c ritic a l m a te ria ls  fo r  ou r w ar p roduction . 
S tr ic t con tro l w as also necessary to  p re v en t an y  o f ou r expo rts  from  
even tually  reac h ing  th e  A xis th ro u g h  firm s o r persons loca ted  in  
n e u tra l a nd  frie n d ly  countries.

B y  th e  end o f 1941, th e  com m odities sub ject to  ex p o rt contro l h a d  
been ex tended from  th e  o rig in a l 40 to  p rac tica lly  a ll  a rtic les  a nd  m a 
te r ia ls  except ou r ex ports  to  C anada . B ecause U n ite d  S ta tes-C ana- 
d ian  w a r p rod u ctio n  w as considered a  unified whole, U n ite d  S ta tes 
ex ports  to  th a t  co un try  w ere exem pt fro m  these  controls.

U n ite d  S ta te s contro l o f ex ports  to  a ll fo re ign  destina tion s except 
C anada  continued  in  effect th ro u g h o u t th e  w a r period . A c tu a l con 
tro l Avas adm in istered  la rg e ly  th ro u g h  th e  issu ing  o f in d iv idu a l 
licenses, genera l licenses covering  specific com m odities and  de stin a 
tions fo r  Avhich in d iv id u a l a u th o riz a tion s w ere n o t requ ired , b lan k et 
licenses used  in  p lace of m u ltip le  in d iv id u a l licenses, a nd  p ro je c t 
licenses covering  ex ports  fo r  de.A’e lop inen t and  sim ila r  en te rp rises  in  
A llied  an d  f r ie n d ly  countries.

A ll licenses Avere issued on ly  a f te r  th e  fo re ign  requ irem en ts h a d  r e 
ceived th e  p re lim in a ry  a p p rov a l o f th e  F o re ig n  Econom ic A d m in is tra 
tio n  a nd  th e  final approA^al o f th e  requ irem en ts com m ittees of th e  W a r  
P ro d u c tio n  B o ard  o r th e  W a r  F o od  A dm in istra tio n . I n  th e  case of 
m ilita ry  and  nava l equipm ent, th e  M u n ition s A ssignm ents B o a rd  Avas 
responsible fo r  ex po rt alloca tions. A lso gov ern ing  th e  issue o f expo rt 
a u th o riza tio n s w ere th e  in te rn a tio n a l a lloca tions o f th e  com bined 
boards an d  th e  U n ited  S ta te s a nd  B ritis h  “b lack lists ,” th e  P rocla im ed  
L is ts  o f C er ta in  B locked N a tion als , Avhich conta ined  th e  nam es of 
persons and  firm s o p e ra tin g  in  n e u tra l a nd  A llied  coun tries b u t know n 
to  be on th e  side o f th e  A xis. O bviously, a ll app lica tion s fo r  ex p o rt 
licenses covering  these  la t te r  sh ipm en ts w ere rejec ted.

G o v e rn m e n t c o n tro l  o f  t r a d e  w as  e x te n d e d  to  im p o r ts  as  Avell as 
e x p o rts . S u p p lie s  o f  som e o f  o u r  m o s t e sse n tia l  im p o r ts  Avere com 
p le te ly  c u t  off o r  se rio u s ly  re d u c e d  b y  enem y  a c tio n . NeAV o r  groAving 
w a r  d e m a n d s  m a d e  in a d e q u a te  th e  su p p lie s  o f  o th e r  co m m o ditie s. T h e  
p ro b le m  w as  one  o f  in c re a s in g  th e  flow  o f e s se n tia l m a te r ia ls  a t  a ll  
p o ss ib le  cos ts  f ro m  th o se  a re a s  w h ic h  re m a in e d  o p e n  to  t r a d e .  B eca u se  
o f  s h ip p in g  sc a rc it ie s , a ll  im p o r ts  n o t  s t r ic t ly  n ec e ssa ry  f o r  w a r  o r  
ciAdlian use  h a d  to  be p ro h ib i te d  o r  s h a r p ly  re d u c e d  to  m a k e  ro o m  f o r  
e s se n tia l  goods.

E ffeddve J u ly  2, 1942, th e  W a r  P ro d u c tio n  B o ard  assum ed con tro l 
over v ir tu a lly  a ll im p o rts  an d  continued  to  exercise th is  fun c tio n  
th ro u g h o u t th e  w ar. A c tu a l contro l Avas m a in ta in ed  th ro u g h  a system  
o f  licensing  sim ila r to  th a t  in  effect fo r  exports . I n  add ition , ocean 
sh ip p in g  p rio r itie s  a nd  quo tas Avere assigned by  th e  E m ergency  S h ip 
p in g  P r io r it ie s  C om m ittee, consisting  o f rep resen ta tives fro m  th e  
variou s U n ite d  S ta te s G overnm ent agencies responsib le  fo r  o b ta in in g  
a nd  a llo ca tin g  supp lies o f scarce m ateria ls . F o r  a la rg e  num ber o f 
essential com m odities, a ll o r m ost licenses to  p r iv a te  im po rte rs  Avere 
p ro h ib ited  in  o rd e r  to  alloAV G overnm en t co rp o ra tion s to  ta k e  over 
th e  job  o f p u rc h a s in g  a nd  im po rting . T hese  ac tiv ities  a re  discussed 
in  th e  folloAving section, G overnm ent T rad e .

Im p o rt licensing w as also used  as a m eans o f im p lem en ting  th e  
a lloca tions o f th e  C om bined R aw  M ate ria ls  B o a rd  and  th e  C om bined
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F ood  B oard . I n  cases w here  fo re ig n  supp lies w ere assigned to  o ther 
coun tries, no licenses w ere g ra n te d  to  U n ite d  S ta te s im p o rte rs  w ho 
w ished to  m ake purchases fro m  such sources.

T h e  dom estic d is tr ib u tio n  o f m ost im po rte d  m ater ia ls  w as also 
sub jec t to  s t r ic t  G overnm en t reg u la tio n . T h is  app lied  to  bo th  p r iv a te  
a n d  G overnm en t im ports . E ith e r  th e  W a r  P ro d u c tio n  B o ard  o r th e  
W a r  F ood  A d m in is tra tio n  w as usually  responsible fo r  d e te rm in in g  th e  
m ost efficient m an n er  in  w hich  supp lies w ere to  be used  a f te r  reach ing  
th e  U n ite d  S tates.

I n  a d d it io n  to  p lac in g  d irec t res tr ic tio ns  on th e  m ovem ent o f goods 
to  a nd  from  th e  co un try , th e  G overnm ent also im posed p rice  contro ls  
on bo th  im p o rts  a n d  exports . I n  th e  case o f  exports , th e  objective 
w as to  set a  p rice  n e u tra l in  its  effect upon  th e  d is tr ib u tio n  o f sales 
betw een dom estic a nd  fo re ign  m arkets . T h e  M axim um  E x p o rt P ric e  
R egu la tion , effective A p r il  30, 1942, p laced  th e  ex p o rt p rice  o f any  
com m odity a t  th e  cost o f  acqu isition  by  th e  expo rte r, p lu s th e  average  
p rew ar p rem ium  charged  in  th e  ex p o rt t ra d e  a nd  o th e r expenses, such 
as in su rance  a nd  sh ip p in g  charges. P rice s p a id  in  fo re ig n  countries 
fo r  im p o rts  w ere de term ined  by dom estic p ric e  ceilings. A  com bina 
tion  o f h ig h  fo re ign  prices, duties, and  sh ip p in g  charges fo r  some com 
m odities m ade im possible th e ir  p r iv a te  im p o rta tio n  a nd  resale  a t  
dom estic ceilings. I n  m any such cases i t  w as necessary fo r  th e  G overn 
m ent to  im p o rt th e  com m odities a n d  resell a t  a loss a t  th e  established 
m axim um  prices.

S h o rtly  a f te r  the  close o f th e  w ar, q u a n tita tiv e  reg u la tio ns covering  
bo th  exports  a nd  im p o rts  w ere g re a tly  relaxed. N evertheless, only a 
very  g ra d u a l rem oval o f contro ls  w as possible fo r  some com m odities 
w hich continued  to  be scarce as w artim e requirem en ts w ere rep laced  by 
th e  dem ands accom panying  U n ite d  S ta te s reconversion  a nd  fo re ign  
re lie f  a nd  reh ab ilita tio n . M oreover, an  ex trem ely  la rg e  dem and fo r  
U n ited  S ta te s  expo rts  h a d  accum ula ted  in  c er ta in  fo re ign  countries, 
p a r tic u la r ly  th e  A m erican  R epublics, whose do lla r a nd  gold resources 
w ere increased g re a tly  d u rin g  the  w ar. W ith  reference to  im p orts , 
m ost rem ain in g  contro ls  w ere  m ade necessary by  scarc ities , som e o f 
w hich  becam e even m ore acute as lib e ra te d  areas began to  com pete 
fo r  availab le  w orld  supplies. I n  m ost o f these  cases an d  in  o thers 
w here c. i. f. prices w ere in  excess of dom estic ceilings, G overnm en t 
fo re ign -pu rchase  p rog ram s rem ained  in  effect.

G o v e r n m e n t  T  r a d e

F a r-re a c h in g  in  th e ir  effects upo n  th e  volum e, com position, a nd  d i 
rec tion  o f U n ite d  S ta te s w artim e in te rn a tio n a l tr a d e  w ere th e  la rge- 
scale m erchand ise  tra n sa c tio n s conducted  d ire c t by th e  G overnm ent. 
F o r  th e  1940-45 pe rio d  as a w hole, abou t tw o -th ird s  o f th e  $63-billion 
to ta l  o f  goods m ade availab le  to  o th er coun tries w as tra n s fe rre d  d ire c t 
by G overnm en t agencies. A t th e  same tim e, ap p ro x im a te ly  tw o-fifth s 
o f th e  $27-billion w orth  o f m erchand ise m ade availab le  to  u s  by 
fo re igne rs w as fu rn ish ed  d irec t to  G overnm ent agencies.

T h e  $39.5 b illion  o f m erchand ise tra n s fe rre d  by U n ite d  S ta te s  agen 
cies u n d e r th e  lend-lease  p ro g ram  th ro u g h  th e  end o f 1945 dom inated  
th e  e n tire  fo re ig n -trad e  p ic tu re , as w ell as a ll o th er  G overnm en t in te r 
n a tio n a l su pp ly  tran sac tio ns . P e a k  lend-lease  tra n s fe rs  o f $12.4 b il 
lion  in  1943 an d  $13.6 b illion  in  1944 m ay be com pared  w ith  to ta l
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m erchand ise  tra n s fe rs  to  fo re ign ers  d u r in g  those years, bo th  G overn 
m en t a nd  p riv a te , o f  $15.1 a nd  $17 b illion , respectively .

G oods fu rn ish e d  ab ro ad  by  G overnm en t agencies d u rin g  th e  pe rio d  
1940-45 ($42.3 b illio n ) included , in  ad d it io n  to  lend-lease  tra n sfe rs , 
n e a rly  $1,450 m illion  o f re lie f  supp lies fu rn ish ed  by  th e  arm ed  forces 
a n d  as th e  U n ite d  S ta te s  c o n trib u tio n  to  th e  U n ite d  N ations R elie f  and  
R eh a b ilita tio n  A d m in is tra tio n , a pp ro x im a te ly  $600 m illion  o f food 
stuffs a nd  o th er  com m odities so ld by G overnm en t co rpo ra tions, $675 
m illion  o f m ilita ry  supplies an d  equipm en t sold ab ro ad  by  th e  arm ed  
forces, a nd  n e a rly  $100 m illion  o f oversea su rp lus  so ld  by  th e  Office o f 
th e  F o re ig n  L iq u id a tio n  C om m issioner.

T h e  $11.7 b illion  o f m erchand ise  su pp lied  to  th e  G overnm ent by  
o th e r coun tries consisted  m ain ly  o f $4,750 m illion  o f sup p lies and. 
m a te r ia ls  pu rchased  by G overnm en t co rp o ra tions , m ost o f w hich  w as 
im p o rte d  in to  th e  U n ite d  S ta te s an d  reso ld  to  p r iv a te  in d u s try  fo r  use 
in  th e  w ar-p ro du ctio n  p ro g ra m ; $2,400 m illion  pu rchased  by  th e  arm ed  
forces, chiefly fo r  th e ir  ow n use a b ro ad ; a nd  $4,270 m illio n  o f reverse  
lend-lease, th e  b u lk  of w hich w as also consum ed abi’oad by  ou r arm ed  
forces.

G o o d s  S u p p l i e d  b y  U .  S .  G o v e r n m e n t

Lend-lease .—F ro m  M arch  11, 1941, w hen th e  L end-L ease A c t w as 
passed, th ro u g h  D ecem ber 31, 1945, th e  U n ite d  S ta te s tra n s fe rre d  
$39.5 b illio n  o f goods a n d  $8.5 b illion  o f services th ro u g h  lend-lease 
channels. S uch tra n s fe rs , accoun ting  a t  th e ir  p eak  in  1944 fo r  over 80 
pe rcen t o f a ll m erchandise  a nd  over 60 pe rcen t o f a ll services fu rn ish ed  
to  fo re ign  countries, en ta iled  in  genera l no financia l se ttlem en t betw een 
th e  U n ite d  S ta te s and  th e  fo re ign  rec ip ien ts . A ll s tra ig h t, o r no n re 
im bursab le , lend-lease tra n s fe rs  so inc luded  in  th e  G overnm ent account 
(like  re lie f  sh ipm en ts a n d  o th er  o u tr ig h t con trib u tions) have  been 
offset by  co rrespo nd in g  u n ila te ra l en trie s in  th e  ba lance-o f-paym en ts 
statem en ts.

I t  w ill be reca lled  th a t  p r io r  to  th e  passage  of th e  L end-L ease A ct, 
th e  U n ite d  K in gdom  h a d  d ra w n  heav ily  on its  do lla r  resources, n o t 
on ly  fo r  c u rre n t purchases, b u t  also to  m ake la rg e  advances an d  to  
p rov ide  cap ita l assistance to  A m erican  m an u fac tu rers . I t  th u s becam e 
a p p a re n t th a t  some o th e r m eans o f financing  our ex ports  to  th e  U n ite d  
K in gdo m  a n d  o th e r fr ien d ly  be lligeren ts  m ust be found . R epeal of 
th e  N e u tra lity  A c t in  o rd e r to  p e rm it c re d it sh ipm en ts w as a possible 
te m p o ra ry  m easure. T h e  u n fo rtu n a te  W o rld  W a r  I  deb t experience, 
how ever, a n d  th e  like lihood  th a t  such a id  w ould be needed over a long  
pe rio d  o f tim e, ind ica ted  th e  necessity  fo r  an  a lte rn a tiv e  solution.

T h e  a lte rn a tiv e  so lu tion  w as th e  passage, on M arch  11,1941, o f “A n  
A c t to  p rom ote  th e  defense o f th e  U n ite d  S ta te s,” m ore com m only 
know n  as th e  L end-L ease A ct. U n d e r  th e  p rovisions o f th is  leg isla 
tion , th e  P re s id e n t, “w hen he deem s i t  in  th e  in te re sts  o f n a tio n a l 
defense,” w as au tho rized  to  p e rm it th e  h ead  of any G overnm en t 
d e p a rtm e n t o r  agency to  m an u fa c tu re  any  defense a rtic le  a nd  “to  sell, 
tra n s fe r  t i t le  to , exchange, lease, lend  o r  o therw ise dispose of, to  any 
such governm en t, an y  defense a rtic le .” T h e  te rm s and  conditions 
un d e r w h ich  a id  w as to  be fu rn ish e d  w ere a lso le f t  to  th e  d iscre tion  of 
th e  P re side n t.

I n  o rd e r  to  in te rp re t  th e  basic p rovisions o f th e  act, i. e., to  define the  
specific ty pes o f a id  a n d  th e  cond itions un d er  w hich  i t  w as to  be fu r-
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n ished , th e  U n ite d  S ta te s  en tered  in to  so-called m aster agreem ents 
w ith  th e  U n ite d  K ingdom , C h ina , th e  U . S. S. I t., a nd  a  num ber o f 
o th er  countries. In c o rp o ra te d  in  each o f th e  ag reem en ts w as th e  p ro 
v ision  th a t  se ttlem en t fo r  lend-lease shou ld  be d e fe rred  “u n til  th e  
ex ten t o f such defense a id  is know n and  u n t i l  th e  p rog ress o f events 
m akes c learer th e  final te rm s a n d  conditions a nd  benefits w hich  w ill 
be in  th e  m u tu a l in te re sts  o f th e  U n ite d  S ta te s and  (th e  o th er  co un try ) 
and  w ill p rom ote  th e  e stab lishm en t an d  m ain tenance  o f w orld  peace.’’ 
T h a t in te rn a tio n a l paym en ts o r debts in  p ro p o rtio n  to  th e  va lue  o f a id  
ren de red  w ould  n o t be called  fo r  in  th e  fina l se ttlem en ts w as in d ica ted  
by  th is  an d  a fu r th e r  s ta tem en t th a t  such se ttlem en ts shou ld  n o t bu rd en  
fu tu re  com m ercial re la tio nsh ip s betw een th e  U n ite d  S ta te s  a nd  th e  
rec ip ien t fo re ig n  countries.

T h e  m a jo r  exceptions to  th e  gene ra l p rocedure  o f fu rn ish in g  a id  
w ith o u t p reestab lished  p rov isions fo r  rep ay m en t ( in  o th er  w ords, th e  
“s tra ig h t” tra n s fe rs  offset in  th e  ba lance of paym en ts by  u n ila te ra l 
paym en ts) involved  tra n s fe rs  th ro u g h  lend-lease channels  to  C anada , 
th e  A m erican  R epublics, an d  th e  F re n c h  C om m ittee o f N a tio n a l L ib 
e ra tion , a nd  lend-lease silve r loans fo r  w hich th e  U n ite d  S ta tes  w as 
to  be re p a id  on an  ounce-for-ounce basis.

A  specia l ag reem en t betw een th e  U n ite d  S ta te s and  C anad a  p ro 
v ided  th a t  each w ould pay  cash fo r  supp lies and  m un itions pu rchased  
fro m  th e  o ther, even th o u g h  some C an ad ian  o rders fo r  U n ite d  S ta te s 
goods w ere to  be filled th ro u g h  lend-lease  p rocu rem en t channels, a nd  
th a t  U n ite d  S ta tes  G overnm en t o rd ers  fo r  C an ad ian  p ro d u cts  w ere 
in  genera l to  be p laced  w ith  W a r  S upp lies L td ., a co rpo ra tion  of th e  
C an ad ian  G overnm ent. S up p lem en ting  th e  ag reem en t w as th e  H y d e  
P a r k  D eclara tio n  by  th e  P re s id e n t o f th e  U n ite d  S ta te s  and  th e  C an a 
d ian  P rim e  M in iste r, w hereby th e  U n ited  S ta tes  ag reed  to  pu rcha se  
enough C anad ian  p rod u cts  so th a t  C anad a  m ig h t have  th e  exchange 
necessary to  cover its  essen tia l pu rchases in  th e  U n ite d  S ta tes.

I n  th e  case o f 18 o f th e  A m erican  R epublics, special ag reem en ts r e 
qu ire d  cash paym en ts accord ing  to  established schedules fo r  specific 
percen tages o f th e  va lue  o f th e  a id  received. W ith  referen ce  to  th e  
F re n c h  C om m ittee o f N a tio n a l L ib era tio n , an  in te rim  a rran g em en t 
(S ep tem ber 1943) specified th a t  a ll m ilita ry  lend-lease su pp lied  to  
F re n c h  N o rth  an d  W es t A fric a  w ould be on a s tra ig h t basis, b u t th a t  
a ll c iv ilian  lend-lease  w ould req u ire  cash paym en ts by  th e  C om m ittee.

T o  p rov ide  a  m echanism  fo r  h a n d lin g  lend-lease, th e  D iv ision  o f 
D efense A id  R epo rts  w as established  on M ay 2, 1941, in  th e  Office of 
E m ergency M anagem ent. T h is  subsequently  becam e th e  Office of 
L end-Lease  A d m in is tra tio n  (O ctober 28 ,1941) a nd  la te r  a  p a r t  o f the  
F o re ig n  Econom ic A d m in is tra tio n  (S ep tem ber 25, 1943). F o r  p u r 
poses o f s im plification , th e  te rm  L end-L ease  A d m in is tra tio n  is  used 
here to  denote  th e  essen tia lly  sim ila r  fu nc tio ns  o f a ll  th re e  agencies. 
O rig in a lly , a ll requests fo r  lend-lease a id  w ere  filed by  th e  fo re ig n  
governm en ts w ith  th e  L end-Lease  A d m in istra tio n . I f  approved , they  
w ere tra n s fe rre d  to  e ith e r th e  W a r, N avy , T rea su ry , o r  A g ric u ltu re  
D epartm en ts , th e  U n ite d  S ta te s  M aritim e  C om m ission, o r o th er  G ov 
e rn m en t agencies responsib le  fo r  p ro c u rin g  th e  supplies, m ain ly  from  
U n ite d  S ta te s p r iv a te  in d u stry , a n d  t ra n s fe rr in g  them  to  th e  fo re ign  
governm en ts.

A f te r  th e  U n ite d  S ta te s becam e an  active  p a r tn e r  in  th e  w ar, how 
ever, a m ore flexible m eans w as ad op ted  to  alloca te  A m erican  m uni-
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tio ns  p ro du ctio n  betw een ou r ow n forces an d  those o f ou r A llies. T he  
W a r  a nd  N avy D epa rtm en ts w ere au th o rized  to  tr a n s fe r  as lend-lease, 
w ith in  s ta ted  lim its , m ilita ry  artic le s and  services p rocu red  from  th e ir  
ow n a p p rop ria tion s. D ecisions as to  th e  k ind s a nd  am ounts o f a rtic les 
to  be tra n fe r re d  w ere m ade by  th e  M un itions A ssignm en ts B o a rd  in  
accordance  w ith  ra p id ly  ch an g ing  stra te g ic  needs. F o r  o th e r com 
m odities an d  services, th e  o r ig in a l p rocedure  rem ained  v ir tu a lly  u n 
changed, except th a t  a ll such tra n s fe rs  becam e subject to  any  decisions 
m ade by th e  a p p ro p ria te  com bined boards.

T he  official accounts o f th e  L end-L ease  A dm in istra tio n  w ere com 
p iled  on th e  basis o f rep o rts  by those  agencies responsib le  fo r  ac tua l 
p rocu rem en t and  tra n s fe r  to  th e  fo re ign  governm en ts. F ig u re s  in co r 
p o ra te d  in  th e  ba lance  o f paym en ts covering bo th  goods and  services 
tra n s fe rre d  u n d e r lend-lease  are  th e  sam e as those reflected in  these 
official accounts.

A ll except $700 m illion  o f th e  to ta l $39.5 b illio n  o f lend-lease  goods- 
supp lied  th ro u g h  th e  end  o f 1945 rep re sen ted  p re -V J -d a y  tra n sfe rs , 
m ore  th a n  90 pe rce n t o f w h ich  w ent to  th e  B ritis h  E m p ire  ($25.3 
b illion ) a nd  R ussia  ($9.7 b illio n ) . T h e  rem ain in g  $3.8 b illion  w en t 
chiefly to  F ran ce , C hina , th e  N ethe rlan ds , B elg ium , an d  th e  A m eri 
can  R epublics (see ta b le  5 ). W hile  a irc ra f t , ta n k s and  vehicles, o rd 
nance, a nd  o th er d irec t m ilita ry  equipm en t accounted fo r  th e  bu lk  of 
goods tra n s fe rre d  th ro u g h  lend-lease channels, a g r ic u ltu ra l a n d  in 
d u s tr ia l com m odities necessary fo r  w ar p rodu ction  a nd  fo r  m a in te 
n ance  o f c iv ilians w ere also su pp lied  in  heavy volum es (see ta b le  5 ). 
T h e  $8.5 b illion  o f services p ro v id ed  u n d e r lend-lease a re  discussed 
elsew here in  th is  chap ter.

Tabl e 5.— L en d-lea se goods fu rn ished , by m a jo r  countries and typ es  o f goods, 
Mar. 1 1 ,19 4 I , th rough  Sep t. 1, 19J/5

[In  m il lio ns  of dollars]

C o u n try T o ta l

O rd nan ce
a n d

ordna nce
sto res

A ircra ft
a n d
aero 

n a u tic a l
m ate r ia l

T a n k s
and

o th er
veh icles

M isce lla 
n eo us

m il ita ry
e q u ip 
m e n t

A gricu l 
tu ra l  

in d u s tr ia l 
a n d  o th er  
com m odi 

ties

O th er
goods

T o ta l ........................... 38,803 4,320 8,549 6,178 3,809 14,516 1,431

B ritish  E m p ire . ...................... 25,345 3,066 6,334 3,795 2,144 9,312 694
U . S. S. R ...... ........................ 9, 729 790 1,571 1,768 778 4,193 629
F re n c h  E m p ire  ................. . 2.460 230 282 412 755 743 38
C h in a ___________ ____ 476 147 130 99 44. 46 10
N e th e r la n d s .......................... . 172 11 83 8 8 58 4
B elg ium  __ ............ . .............. 85 1 1 13 17 53 «
A m erican  R e p u b lic s ----------- 345 51 141 69 50 18 16
O th e r___________________ 191 24 7 14 13 93 40

1 L ess th a n  $500,000.

Source: D e p a r tm e n t of th e  T re a su ry , L end-L ea se  F isca l O pera tio ns, B u re a u  of A cc oun ts, R e p o r t on 
L end-L ea se  F isca l O pera tio ns, C u m u la tiv e  th ro u g h  S ep t. 30,1946.

(F ig u res  a d ju s te d  in  th is  ta b le  to  exclude e s tim a te d  serv ices a n d  item s  n o t  tra n sfe re d  to  fore ign  go v ern 
m en ts ).

N in ety -th ree  pe rcen t of th e  $38.8 b illio n  o f goods m ade availab le 
p r io r  to  V J -d a y  w as tra n s fe rre d  un d er  ag reem en ts w hereby  final 
se ttlem en t w as de ferred  u n til  a f te r  th e  w ar. Since, in  th e  fina l lend- 
lease se ttlem en ts concluded since th a t  tim e (see p . 24 ), a ll lend-lease 
goods consum ed d u r in g  th e  w ar w ere w ritte n  off as p a r t  o f th e  U n ite d
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S ta te s  cost o f  d e fea tin g  th e  A xis, they  have  been tr e a te d  in  th e  ba lance 
o f paym en ts as u n ila te ra l tra nsac tion s.

W ith o u t th e  use o f lend-lease o r a s im ila r m echanism  d u rin g  th e  
w ar, ou r A llies could n o t possibly have  ob ta ined  th e  vast am ou n t of 
U n ite d  S ta te s  goods w h ich  th ey  so u rg e n tly  needed. M ost o f th e  
do lla rs  th ey  w ere c u rre n tly  able to  acqu ire w ere needed to  cover th e ir  
re la tiv e ly  sm all purchases o f essential A m erican  goods a n d  services 
w h ich  w ere n o t elig ible fo r  lend-lease. H a d  we lim ited  ou r a id  to  
cash  sales o f goods an d  services, th e  consequences w ould in  a ll  p ro b 
a b il ity  have  been as serious fo r  u s as fo r  ou r A llies. T h e  a lte rn a 
tiv e  o f tr a n s fe rr in g  th e  necessary goods an d  services on c re d it te rm s, 
p rev iously  discussed, w ould m erely  have  crea ted  an  im possible tr a n s fe r  
p roblem  a t  the  tim e  of repaym en t. O n th e  o th er  hand , th e  use o f th e  
lend-lease  m echanism  enab led us to  fu rn is h  th e  m ax im um  am oun t of 
a id  w hich we w ere in  a pos ition  to  su pp ly  w ith o u t reference  to  financia l 
considera tions. T h e  value, com position, a nd  de stin a tio n  o f lend-lease 
ex ports  w ere de te rm in ed  solely by s tra te g ic  considerations a nd  ou r 
ab il ity  to  produce th e  necessary goods.

F o llow in g  th e  Ja p a n e se  su rre nd e r, th e  U n ite d  S ta te s  gave  notice 
th a t , w ith  c er ta in  exceptions to  be no ted  la te r , lend-lease  a id  on a 
s tra ig h t o r nonreim bursab le  basis w as to  be d iscon tinued im m ediately . 
B ecause th e  w a r h a d  ended sooner th a n  w as gene ra lly  a n tic ip a ted , 
fo re ig n  coun tries w hich  h a d  been de pend ing  upon  lend-lease goods 
to  m eet la rg e  segm ents o f th e ir  c iv ilian  requ irem ents w ould  have ex 
perienced  considerable h a rd sh ip  i f  some a rra n g e m e n t h ad  n o t been 
m ade to  sh ip  th e  a pp ro x im a te ly  $1.2 b illion  o f c iv ilian -type  goods on 
o rd e r as o f V J-d a y . I n  th e  U n ite d  S ta te s, also, a sudden stoppage  
w ould have  caused serious difficulties to  those engaged  in  p rodu cing  
an d  sh ip p in g  lend-lease goods. M oreover, fo r  a la rg e  p o rtio n  o f th e  
goods b u ilt to  specification o r to  m eet un iquely  fo re ign  requirem en ts, 
th e re  w as li ttle  o r no dom estic m arket.

R ecip ien t fo re ign  governm en ts w ere th erefo re  g iven  th e  op p or 
tu n ity  to  pu rchase  fo r  cash o r on c re d it te rm s a ll such c iv ilian -type  
“p ipe  lin e ” goods. S uch te rm s inc luded  in  gene ra l low in te re s t ra tes 
(2%  percen t) a nd  rep ay m en t over a 30-year period , a lth ou gh  p ip e 
line  c red its  to  th e  U n ite d  K in gdo m  and  F ra n c e  w ere m ade availab le 
a t  2 pe rcen t over a longer pe rio d  un d e r th e  p rov isions of th e  over-a ll 
w ar-accoun ts se ttlem en ts m ade w ith  these countries.

T h e  m ajo r  exceptions to  th e  genera l ru le  o f d isco n tinu ing  s tra ig h t 
lend-lease  a f te r  V J -d a y  w ere fo r  C hina , B elg ium , a nd  I ta ly . I n  th e  
case o f C h ina , th e  effects o f y ears o f Ja p a n e se  occupation  a nd  th e  p re s 
ence o f a la rg e  p a r t  o f  th e  Ja p a n e se  a rm y  m ade necessary con tinued  
m ili ta ry  operations. C on tinuance  o f s tra ig h t  m ilita ry  lend-lease, 
consisting  m ain ly  o f services, w as th e re fo re  au tho rized  by  th e  P re s i 
d ent. F o r  B elgium , also, s tra ig h t  lend-lease  w as fu rn ish ed  a f te r  V J -  
day  in  recogn ition  o f th e  fa c t th a t  w artim e  reverse  lend-lease  supplies 
a nd  services fu rn ish e d  by  B elg ium  exceeded by  $100 m illion  the  
am ou n t o f U n ite d  S ta te s lend-lease  a id  to  th a t  coun try . W ith  re fe r 
ence to  I ta ly , th e  W a r  D e p a rtm e n t’s c iv ilian -su pp ly  p ro g ra m  w as su p 
p lem en ted  by $100 m illion  o f a d d it io n a l supp lies fro m  lend-lease  a p 
p ro p ria tio n s . T h e  on ly  o th e r exception to  th e  p o s t-V J-d a y  stoppage  
o f re g u la r  lend-lease  involved  ocean f re ig h t services fo r  lend-lease 
p ip e-line  goods. S uch services, i t  w as agreed, w ould be fu rn ish e d  on 
a nonre im bursab le  basis f o r  60 days fo llow ing  th e  end  o f th e  w ar.
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I n  accordance  w ith  th e  a rrang em en ts sum m arized  above, lend-lease 
tra n s fe rs  o f bo th  m erchand ise  a n d  services f o r  th e  pe rio d  S ep tem ber 2, 
1945, th ro u g h  D ecem ber 31, 1945 (ap p ro x im a te ly  $700 m illion  in  
g o o d s) , have  been offset in  th e  ba lance of paym en ts by a p p ro p r ia te  en 
tr ie s  in  th e  c ap ita l an d  u n ila te ra l accounts. A lso gov ern ing  th e  t r e a t 
m en t of post- V J -d a y  lend-lease  transac tio n s w ere app licab le  p rovisions 
o f th e  se ttlem en t agreem ents betw een th e  U n ite d  S ta te s a nd  th e  re 
c ip ien t fo re ig n  governm en ts. T h ro u g h  th e  end  o f 1945, tw o  such 
se ttlem en ts h a d  been concluded— an  in te rim  ag reem en t w ith  B elg ium  
(O ctober 20,1945) a nd  a final w ar-accoun ts se ttlem en t w ith  th e  U n ite d  
K in gdo m  (D ecem ber 6, 1945). T h e  tra n s fe r  o f p ip e-line  goods as 
s tra ig h t  lend-lease  to  B elgium , as p rov id ed  fo r  in  th e  ag reem en t w ith  
th a t  country , h a s been discussed above.

A ccord ing  to  th e  se ttlem en t m ade  w ith  th e  U n ite d  K in gdom , th e  
lend-lease  p ipe  line  w as m ade availab le on both  offse tting  and  c re d it 
a rrang em e n ts. M ore specifically, a g a in s t th e  es tim ated  $301 m illion  
fo rw a rd  lend-lease  p ipe  line  w as offset th e  estim ated  $130 m illion  re 
verse  lend-lease  p ip e  line  to  be p ro v ide d  th e  U n ite d  S ta te s  an d  ne t 
claim s of $53 m illion  in  fa v o r  o f th e  U n ite d  K ingdom . T h e  d iffer 
ence, $118 m illion , rep re sen ted  th e  estim ated  even tual p ip e-line  cre d it 
to  be extended to  th e  U n ite d  K ingdom . I t  was fu r th e r  ag reed th a t  
th e  U n ite d  K in gdo m  w ould assum e an  ob liga tion  o f $472 m illion  as 
se ttlem en t fo r  th e  in ven to ry  o f unconsum ed lend-lease  goods in  th e  
U n ite d  K in gdo m  as o f V J-d a y . T e rm s fo r  bo th  th e  $118-m illion 
p ip e-line  c re d it a nd  th e  $472-m illion in ven to ry  se ttlem en t c re d it w ere 
id en tica l w ith  those  established fo r  th e  B ritis h  loan.

In fin ite ly  m ore im p o rta n t th a n  th e  p rov isions re la tin g  to  th e  tr a n s 
f e r  o f  lend-lease p ipe -line  and  in ven to ry  goods, how ever, w as th e  
w ritin g  off o f th e  g re a t bu lk  of w artim e  lend-lease  a n d  reverse  lend- 
lease transac tio n s betw een th e  U n ite d  S ta te s and  th e  U n ite d  K in gdo m  
as m u tu a l con trib u tio ns  to  th e  w in n in g  o f th e  w ar. A  s im ila r  t r e a t 
m en t of lend-lease  an d  reverse  lend-lease a id  betw een th e  U n ite d  S ta te s 
a nd  o th e r  fo re ig n  governm en ts w as a rra n g e d  fo r  in  th e  o th e r m ajo r  
w ar-accoun ts se ttlem en ts consum m ated  since th e  end  o f 1945.

Civilian supplies .— N ex t in  im portance  to  th e  goods tra n s fe rre d  
th ro u g h  lend-lease  channels  w as th e  $1,445-m illion w orth  o f supplies 
fu rn ish e d  to  c iv ilian  po p u la tions  in  libe ra ted  a nd  occupied areas. 
N ear ly  th re e -fo u rth s  o f th e  to ta l w as p ro v ided  by th e  arm ed  forces 
to  p re ven t disease a nd  u n re s t im m edia te ly  fo llow ing  m ilita ry  op e ra 
tions. T h e  rem ain d e r w as m ade availab le  as th e  U n ite d  S ta te s con 
tr ib u tio n  to  th e  U n ite d  N ations R elie f and  R eh ab ilita tio n  A d m in is tra 
tion , an  in te rn a tio n a l o rga n iza tio n  established in  N ovem ber o f 1943 
to  ta k e  over th e  respon sib ility  fro m  th e  arm ed  forces. Since few  o r  
no paym en ts a re  an tic ip a ted  by  th e  U n ite d  S ta te s fo r  supplies f u r 
n ished  e ith e r by  th e  arm ed  services o r th ro u g h  U N R R A , th e  en tire  
am ou n t has been offset in  th e  u n ila te ra l paym en ts accoun t o f th e  bal- 
ance-o f-paym en ts sta tem en t.

P rov is io n  o f re lie f  supp lies by  th e  arm ed  fo rces w as considered an 
in te g ra l p a r t  o f  m ilita ry  operations. Such supplies, fu rn ish ed  e ith er 
d ire c tly  by  th e  U n ite d  S ta te s forces o r jo in tly  w ith  th e  U n ite d  K in g 
dom  and C anad a  th ro u g h  com bined pools u n d e r th e  th e a te r  com m and 
ers, w ere designed to  m eet th e  m in im um  essen tia l requ irem en ts o f th e  
c iv ilian  po p u la tio n s d u r in g  th e  m ili ta ry  phases o f occupation . A s
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soon as m ilita ry  considera tions w ould pe rm it, how ever, th e  responsib il 
ity  w as tr a n s fe rre d  to  U N R R A  or some o th e r c iv ilian  o rgan iza tion .

O rig in a lly , th e  m ilita ry  c iv ilian -sup p ly  p ro g ra m  in  lib e ra ted  coun 
tr ie s  (also  know n  as P la n  A ) ca lled  f o r  even tual rep ay m en t by th e  re- 

' c ip ien t countries. T h e  U n ite d  S ta te s, th e  U n ite d  K ingdom , and  C an 
a d a  w ere  each to  be  a lloca ted  a  sh are  o f such repaym en ts, depend 
in g  up o n  th e ir  respective  co n trib u tio ns. I n  m ost o f th e  fina l w ar- 
accounts se ttlem ents, how ever, th e  m a jo r p a r t  o f such supplies w as 
tre a te d  on th e  sam e basis as consum ed lend-lease  goods o r considered as 
offsets to  claim s a g a in st th e  U n ite d  S ta te s, a nd  w ere acco rd ing ly  w r it 
ten  off th e  books. R ep ay m en t fo r  these goods, like  those p rov ided  
un d er  lend-lease, w ould  have  p laced  a n  im possib le bu rd en  up o n  th e  
libe ra ted  coun tries, whose financia l resources w ere inadequate  to  m eet 
even th e ir  m ost essential p os tw ar pu rchases ab road.

T h e  in it ia l  c iv ilian -sup p ly  ac tiv ities  o f th e  arm ed  fo rces coincided 
w ith  th e  A llied  m ilita ry  offensive in  E u ro p e  d u r in g  1944. B y th e  end 
o f th a t  yea i\ supp lies va lued a t $185 m illion  h ad  been fu rn ished , m ain ly  
to  I ta ly . W ith  th e  ra p id  m ovem ent o f th e  A llied  forces bo th  in  
E u ro pe  a nd  in  th e  Pacific  d u r in g  th e  fo llow ing  year, th e  p roblem  of 
a id in g  c ivilians w as g re a tly  in tensified . C om bined re lie f  sh ipm en ts 
by th e  A rm y  and  N avy m o un ted  to  $866 m illion  in  1945, abou t $500 
m illion  o f w h ich  w en t to  th e  E u ro p e a n  th e a te r, $300 m illion  to  M edi 
te rra n e a n  coun tries, a nd  $60 m illion  to  S ou thw est P acific  areas. A l 
m ost th re e -fo u rth s  o f a ll  supp lies sh ip pe d  th ro u g h  th e  end  o f 1945 
consisted  o f w heat, flour, a nd  o ther foodstuffs, w hile  th e  rem aind e r 
w as la rg e ly  c lo th ing  and  shoes, fue l, a nd  m edical supplies.

I n  a dd itio n , n e a rly  $400 m illion  o f re lie f  supplies w ere co n trib u ted  
as p a r t  o f  th e  U n ite d  S ta te s  sh are  in  th e  opera tion s o f U N R R A , th e  
m ajo r  fun c tio n  o f w hich w as to  p rov ide , in  lib era ted  areas, food, c lo th 
ing , she lte r, m edical care, and  supplies a nd  services req u ired  to  res to re  
a g r ic u ltu ra l a nd  in d u s tr ia l p rod uc tion . A c tiv ities  o f th e  o rg a n iz a 
tion  w ere lim ited  to  re lie f  a n d  re h ab ilita tio n  purposes, as d is 
tingu ished  fro m  lo ng er-ran ge  reconstruc tion . T h e  o rig in a l assess 
m en t fo r  each o f  th e  un in vaded  m em ber coun tries w as p laced  a t 1 p e r 
cen t o f its  n a tio n a l incom e fo r  th e  y e a r ended Ju n e  30, 1943. O f th e  
$1,862-m illion to ta l fo r  a ll  countries, th e  U n ite d  S ta te s  sh are  am ounted 
to  $1,350 m illion . I n  A u g u st 1945, th e  U N R R A  council voted  to  
double th e  assessm ent on each m em b er; th e  U n ite d  S ta te s share  w as 
consequently  boosted to  $2,700 m illion . B y  th e  end  o f 1945, th e  e n tire  
am ou n t h a d  been a u tho riz ed  by C ongress, an d  th e  period  o f U n ite d  
S ta te s p a r tic ip a tio n  h a d  been ex tended  a y e a r beyond th e  o rig in a l 
da te  o f J u n e  30, 1946.

A t le a st 10 pe rcen t o f th e  c o n trib u tio n  o f each m em ber w as to  be in  
the fo rm  o f cu rrency  free ly  convertib le  fo r  purchases in  any  c o u n try ; 
th e  rem aind e r w as to  be m ade availab le  in  th e  fo rm  o f dom estic goods 
a nd  services.

R espon sib ility  fo r  p ro v id in g  goods a n d  services au th o rized  by 
C ongress w as de legated  to  th e  F o re ig n  Econom ic A d m in is tra tio n  a nd  
la te r  (S ep tem ber 27, 1945) to  th e  D e p a rtm e n t o f S ta te . F ro m  th is  
source, th e  fun ds  w ere m ade availab le  to  th e  p ro c u rin g  agencies, p a r 
tic u la r ly  th e  A g ric u ltu re  a nd  T rea su ry  D e pa rtm en ts , w h ich  m ade th e  
ac tua l purchases. I n  ad d it io n  to  th e  $351-m illion w o rth  o f goods 
purchased an d  sh ipped  from  the  U n ite d  S ta te s th ro u g h  these  channels
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th ro u g h  th e  en d  o f 1945, th e  $394-m illion to ta l inc ludes $43 m illion  
o f  A rm y  su rp lu s supp lies overseas w h ich  h a d  been fu rn ish e d  as p a r t  
o f  th e  U n ite d  S ta te s  co n trib u tion .

A s in  th e  case o f th e  c iv ilian  supplies fu rn ish ed  b y  th e  arm ed  serv 
ices, th e  bu lk  o f U N R R A  sh ipm en ts consisted  o f subsistence item s— 
foodstuffs ( tw o -th ird s ) , c lo th in g  a n d  shoes (n e a r ly  o n e -fo u rth ) , an d  
m edica l supplies. I n  a dd itio n , abou t $40 m illion  o f com m unica tion, 
tr a n sp o rta tio n , a n d  a g r ic u ltu ra l equipm en t h a d  been fu rn ished .
M ajo r de stina tio ns  o f th e  U N R R A  sh ipm en ts w ere Greece, Y ugoslav ia ,
P o la n d , a nd  C zechoslovakia— coun tries la ck ing  bo th  reserves o f f o r 
e ign  exchange a nd  th e  capac ity  to  e a rn  am ounts sufficient to  cover p u r 
chases fro m  abroad .

T he  fo re ig n  c iv ilia n -su p p ly  ac tiv itie s  o f th e  U n ite d  S ta te s  G ov 
ernm en t, bo th  th ro u g h  th e  arm ed  forces an d  th ro u g h  U N R R A , re p re 
sented , like  lend-lease a nd  reverse  lend-lease, unp receden ted  d ep a rtu res  
fro m  n o rm a l m ethods o f financing  in te rn a tio n a l tra d e , n o t only  be 
cause th ey  w ere c arried  ou t on  such a la rg e  scale and  on an  in te rn a 
tio n a l level, b u t also because th ey  in co rp o ra te d  a recogn ition  th a t  th e  
m a te r ia l cost o f  w in n ing  a Avar m ust n o t be allow ed to  re su lt in  heavy 
m ortgages upo n  fu tu re  w orld  tra d e .

Commodity  sales by  nonm ilita ry  U nited S ta tes Governm ent agen 
cies.— Sales o f tobacco an d  foodstuffs by  th e  C om m odity C re d it C or 
p o ra tio n  accounted fo r  th e  bu lk  o f th e  $608 m illion  o f m iscellaneous 
sales m ade d ire c tly  by  n o n m ilita ry  U n ite d  S ta te s  G overnm ent agencies.
W ell over h a lf  th e  sales occu rred  d u r in g  1945; m ost o f th e  rem aind e r 
w ere reco rded  in  1943 a nd  1944. M ajo r pu rchases Avere m ade by  the  
U n ite d  K in gdo m  (m a in ly  tobacco a nd  a su bs ta n tia l am oun t o f food 
stuffs) , F ra n c e  a n d  B elg ium  (Avheat), a nd  I ta ly  (m ain ly  c o tto n ) . I n  
m ost cases th e  fo re ign  governm en ts m ade cash advances to  th e  C om 
m od ity  C re d it C o rp o ra tio n  o r o th e r a p p ro p r ia te  U n ite d  S ta te s  agency.
B y  using  U n ite d  S ta te s G overnm en t p rocu rem en t fac ilities , th e  fo re ign  
coun tries Avere assu red  th a t  th e  goods w ere pu rchased  h ere  in  the  m ost 
o rd e rly  a n d  econom ical m an n er  possible. F o re ig n  purchases here  
th ro u g h  o th e r U n ite d  S ta te s G overnm ent channels Avere considerably 
accelera ted  fo llow ing  th e  end o f th e  w a r a n d  th e  d iscontinuance of 
lend-lease except fo r  p ipe-line  goods.

M iscellaneous sales by the U. S . W ar and N a vy  D epartm ents.—M ili 
ta ry  sales ($679 m illio n ) , like  th e  com m odity sales described above,
Avere concen tra ted  in  th e  years 1943-45. T h ey  inc lude  a v a rie ty  of 
item s tra n s fe rre d  by the  arm ed  forces in  th e  course of th e ir  o pera tions *
ab road . S uch  tra n s fe rs  a re  n o t inc luded  in  th e  official U n ite d  S ta te s 
e xp ort s ta tis tics , since th ey  Avere m ade d irec tly  fro m  oversea W a r  and  
N avy  D e p a rtm e n t stocks. T y p ica l am ong th e  num erous goods sold . \
w ere o rdnance  m ate ria l, tru cks , horses, office fu rn itu re , ice, gas, and  
he lium ,_ m aps, w astepape r, films, refuse, a nd  garbage . T h e  fo re ign  
buyers in  g en era l Avere loca ted  in  areas w here la rg e  num bers o f A m er 
ican  tro op s w ere sta tio ned—th e U n ite d  K in gdom , F ran c e , I ta ly , B el 
g ium , A u s tra lia , a nd  th e  Pacific  Isla n d s . Som e re la tiv e ly  la rg e  sales, 
how ever, w ere also m ade in  I r a n ,  C anada , an d  th e  A m erican  R epublics.
W hile  m ost o f th e  goods w ere sold fo r  cash do lla rs , ap p rox im a te ly  
$120-m illion w o rth  Avas so ld  (m a in ly  in  F ra n c e  and  I ta ly )  against 
specia l m ilita ry  currencies.

Surp lu s  p roperty  sales.— A  final ca tego ry  o f G overnm en t m erch an 
d ise “exp orts” com prised  the  disposal o f su rp lu s  w a r p ro p e rty  located
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overseas. O f th e  $98-m illion to ta l received fro m  th is  source, $60 m il 
lion  rep resen ted  a c re d it sale to  th e  G overnm en t o f th e  U n ite d  K in g 
dom . T h is  firs t  la rg e  bu lk  sale w as p ro v ided  fo r  in  th e  D ecem ber 6, 
1945, w ar-accoun ts se ttlem en t. T e rm s fo r  th e  $60 m illion  c re d it w ere 
th e  sam e as those ap p licab le  to  th e  B ritis h  loan, nam ely , p r in c ip a l p a y 
m ents ex ten d ing  over 50 ye a rs beg in n ing  in  1951 w ith  in te re s t payab le  
a t  2 percen t, also beg in n in g  in  1951. T h e  rem ain in g  $38 m illion  con 
s is ted  o f m ixed cash a nd  c re d it sales, m ain ly  to  th e  I ra n ia n  an d  B elg ian  
G overnm ents. E xc lu d ed  fro m  th e  $98-m illion to ta l a re  su rp lu s goods 
tra n s fe rre d  to  U N R R A  a t a “ f a i r  va lue” o f $43 m illion  as p a r t  o f  th e  
U n ited  S ta te s co n trib u tio n  to  th a t  o rg an iza tion .

T he  $98 m illion  o f su rp lu s sales consum m ated  p r io r  to  th e  end  o f 1945 
rep re sen ted  only  th e  beg in n in g  o f th e  G overnm ent’s fo re ig n  su rp lu s- 
d isposal p ro g ra m  covering  an  estim ated  $11.5 b illion  o f p ro p e rty  on 
th e  basis o f o r ig in a l cost. Since th e  bu lk  o f th e  su rp lu s w as loca ted  in  
o r n e a r a reas w here  do lla r  scarc ities  w ere m ost acute  b u t w here  nev er 
theless th e  need fo r  such goods w as m ost u rg e n t, a p repond eran ce  o f 
c re d it sales w as ind ica ted .

I t  w as decided th a t  th e  F o re ig n  L iq u id a tio n  C om m issioner m ig h t 
ex tend c red its  to  finance th e  sale o f su rp lu s w here such sales could n o t 
be m ade fo r  cash. C red its  so ex tended in  gene ra l w ere to  be repay ab le  
in  n o t m ore th a n  30 years a n d  w ere to  c a rry  a m inim um  of 2%  pe rcen t 
in terest. T he  te rm s ad op ted  in  some cases involved  th e  postponem en t 
o f p rin c ip a l repay m en ts fo r  th e  first 5 y ears an d  th e  acceptance o f  
local currencies to  m eet U n ited  S ta te s G overnm en t expenses in  th e  
pu rch asin g  countries.

A lso fa c ilita tin g  fu tu re  d isposal opera tions w as th e  S ta te  D e p a r t 
m en t’s reg u la tio n  (M arch  15, 1946) p ro v id in g  fo r  th e  tr a n s fe r  o f 
fo re ig n  su rp luses as se ttlem en t o f claim s upo n  th e  U n ite d  S ta tes, and  
th e  exchange of su rp lus  fo r  o th er  p ro p e rty  (m a in ly  rea l esta te)  and  
p ro p e rty  r ig h ts .

G oods A c q u ire d  b y  U . § . G o v e rn m en t

Governm ent nonm ilita ry  purchases.—A s early  as J u n e  1939, th e  
P ro cu rem en t D iv ision  o f th e  T rea su ry  w as au th o rized  u n d er  th e  S tr a 
tegic  M ate ria ls  A ct to  pu rchase  fro m  fo re ign  sources a nd  stock p ile 
over a  4-year p e rio d  m ate ria ls  a g g reg a tin g  $100 m illion . L a te r  in  th e  
same year, an  agreem en t w as m ade by th e  U n ite d  S ta te s an d  th e  U n ite d  
K ingdom  w hereby th e  C om m odity C re d it C o rp o ra tio n  o f th e  D e p a r t 
m en t of A g ric u ltu re  b a rte re d  600,000 bales o f A m erican  co tton  fo r  an  
equally  va lued  am ou n t o f ru b b e r fro m  B ritis h  M alaya . T hese a c tiv i 
ties  m arke d  th e  beg in n ing  o f a la rge-sca le  im p o rt tr a d e  conducted  
d irec tly  by th e  G overnm ent. T h e  th re a te n in g  w orld  situ a tio n  a nd  
th e  consequent adv isab ility  o f accum ula tin g  reserve  stocks o f s tra teg ic  
m ateria ls  fo r  n a tio n a l defense w ere chiefly responsible  fo r  th e  G ov 
e rnm en t’s e n try  in to  th e  im p o rt business a t  th is  tim e.

T h re e  co rp o ra tions— R ubber R eserve C orpora tion , M eta ls R eserve 
C om pany, an d  D efense S upp lies C orpo ra tion — organ ized  as sub 
s id iaries o f th e  R econstruc tion  F in anc e  C orpo ra tion  in  th e  sum m er o f 
1940, w ere  also g iven  th e  necessary a u th o rity  to  p rocu re  a nd  stock p ile  
s tra teg ic  m a te ria ls  fro m  fo re ign  sources. P u rch ases  (in c lu d in g  th e  
C CC  exchange o f co tton  f o r  ru bb e r)  continued  d u r in g  1940 to  be 
re la tiv e ly  sm all ($40 m illion ) in  com parison  w ith  to ta l U n ite d  S ta tes  
paym en ts fo r  m erchandise . I n  1941, how ever, such G overnm ent pro -
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eu rem en t ab ro ad  increased to  $422 m illion , o r 12 pe rcen t of th e  to ta l. 
T h e  m a jo r  p a r t  o f  th e  G overnm en t’s pu rcha sin g  d u rin g  th is  pe rio d  was 
concen tra ted  on rubbe r a nd  tin  from  the  F a r  E a s t.

T h e  sw if t Ja p a n e se  invasion  o f th e  F a r  E a s t  c u t off p ra c tica lly  a ll 
o f  o u r ru b b e r an d  quin ine  sup p lies an d  nearly  tw o -th ird s  o f the  su pp ly  
o f  h a rd  fibers a n d  tin . A t th e  sam e tim e, w a r p rod u ctio n  a nd  com bat 
op era tion s resu lted  in  m ou n tin g  dem ands fo r  these  com m odities. 
O th e r  m ateria ls , such as copper, lead, an d  zinc, fo r  w h ich  dom estic 
su p p ly  sources h ad  been adequate to  m eet no rm al p rew ar  dem ands, also 
.became scarce.

S u p p ly  deficiencies obviously h a d  to  be m et fro m  one, o r a com bina 
tion , o f th re e  possib le sources— use o f substitu tes, increased  dom estic 
p rod uc tion , a nd  increased im ports . T h e  la s t o f ten  m ea n t finding  and  
develop ing  new  an d  h igh -cost fo re ign  sources. T o  stim u la te  th e  p ro 
d u c tion  o f L a tin -A m erican  rubb er, fo r  exam ple, techn ica l experts , 
m ach in ery , a nd  tools, as w ell as su bs ta n tia l p rice  incentives, w ere 
needed. Since p r iv a te  in d u s try  n a tu ra lly  was unab le  to  finance such 
op era tion s, th e  G overnm en t fou nd  i t  necessary to  expa nd  its  fo re ign - 
pu rc ha se  p ro g ra m  to  inc lude  th e  job o f ex p lo ra tio n  a nd  developm ent.

A lso accoun ting  fo r  th e  G overnm ent’s g re a tly  increa sing  share  of 
to ta l im p o rts  fo llow ing  ou r e n try  in to  th e  w a r w as th e  need fo r  cen 
tra liz in g  in d iv id u a l buy ing  p rog ram s in  o rde r to  (1) avoid p rice in 
creases a ris in g  fro m  com petitive buy ing  by p riv a te  im po rte rs , (2) 
secure m ateria ls  capable  o f m eeting  u n ifo rm  a nd  r ig id  specifications, 
a n d  (3) a llev ia te  sh ip p in g  and  o th e r tra n sp o rta tio n  difficulties.

I n  o th e r cases, la rge-sca le  preclusive  buy ing  operations by the G ov 
e rn m en t w ere necessary. T hese  involved  pu rchases in  n e u tra l coun 
tr ie s  (p a rtic u la r ly  Sw eden, S p a in , P o r tu g a l, S w itzerlan d , and 
T u rk e y ) to  p re v en t supplies fro m  reac h ing  th e  A xis. P rec lusive  
ope ra tions, in  m ost in stances c a rrie d  ou t jo in tly  by  th e  U . S. C om 
m ercia l C om pany (crea ted  w ith in  th e  R econstruc tion  F inance  C or 
po ra tio n  expressly  fo r  th is  pu rpose) a n d  th e  U n ite d  K ingdom  C om 
m erc ia l C o rp ora tion , w ere im plem ented by th e  W a r  T ra d e  A greem ents, 
w hereby th e  n e u tra ls  p ro h ib ited  o r reduced  th e ir  expo rts  to  A xis coun 
tr ie s  in  re tu rn  fo r  perm ission to  im po rt essential supplies th ro u g h  th e  
A llied  blockade.

T he  estab lishm en t in  194-2 o f s t r ic t  G overnm en t con tro l over 
v ir tu a lly  a ll im po rts  a nd  o f a  system  o f in te rn a tio n a l a lloca tions by 
th e  com bined boards o f scarce raw  m ater ia ls  and  foodstuffs he lped  
p ro v ide  th e  necessary o p e ra tin g  b ack gro und  fo r  large-scale purchases

Tabl e 6.— United, S ta te s  G overnm en t p a ym en ts  abroad fo r  no nm ilita ry  purchases, 
by m a jo r  commodities and areas,

[In  m illions of dollars]

C o m m o d ity A m o u n t M a jo r co un trie s C o m m o d ity A m ou n t M a jo r  cou n tries

T o ta l____

C o p p e r ..........
R u b b e r .......... .

T i n .....................
F i b e r s _______

A lu m in u m __ _

4,757

781
460

298
285

256

C hile .
B ritish  M a la y a , N e th 

e r la n d s  Ind ies . 
B o liv ia , B elg ian Congo. 
A u s tra l ia , A m erican  

R ep ub lics.
C an ad a .

S u g ar ........ .........
W h e a t___ ____
F a ts  a n d  o ils___
L e a d _________
M o la s s e s ._ ___
B u r la p ________
Z in c . . .......... ......
T u n g s te n ______
O th e r_________

226
216
188
183
152
148
146
137

1,275

C u b a .
C an ad a .
A rg en tina .
M exico.
C u b a .
In d ia . 
M exico . 
S pa in , C hina .

S ource : U . S. D e p a r tm e n t o f C om m erce , C lea ring  Office for F o re ign  T ra n sac tio n s .
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by th e  G overnm en t co rpora tions. S uch purchases g rew  d u r in g  1942 
to  $979 m illion  an d  reached  a peak  a nn ua l ra te  in  1943 o f $1,336 
m illion . N o m arke d  decline occu rred  u n til  1945, w hen th e  im prove 
m en t in  th e  g enera l su pp ly  situ a tio n  and  th e  te rm in a tio n  o f E u ro p e a n  
hos tilities  resu lted  in  a  considerab ly  reduced  volum e o f G overnm en t 
pu rchases ($874 m illio n ) .

T he  ac tua l pu rchase and  developm ent opera tion s o f th e  co rp o ra tions  
w ere d irec ted  by o ther G overnm ent agencies. A u th o r ity  to  d ire c t th e  
pu rcha se  o f in d u s tria l raw  m ater ia ls  w as de legated m ain ly  to  th e  
W a r  P ro d u c tio n  B o ard  an d , to  a lesser ex ten t, to  th e  A rm y  a nd  N avy 
M unitions B oa rd , w hile  respon sib ility  fo r  su perv isin g  fo re ig n  food  
purchases w as assigned to  th e  W a r  F ood  A d m in istra tio n . T he  p u r-  
chase a u th o riz a tion s w ere tra n sm itte d  to  the  B o ard  o f Econom ic W a r 
fa re  ( la te r  th e  Office o f Econom ic W a rfa re  and  th e  F o re ig n  E conom ic 
A d m in is tra tio n ) . A f te r  final review  by  th e  B o ard  o f E conom ic W a r-  
fa re , th e  d irectives w ere tra n sm itte d  to  th e  p ro c u rin g  co rpo ra tions.

* T he  m ajo r exception to' th is  p rocedure  w as th e  p rec lusive-buy ing  p ro 
g ram , fo r  w hich  th e  directives o rig in a ted  in  and  w ere th e  sole respon 
s ib ility  o f th e  B o ard  of E conom ic W a rfa re .

P u rch ases in  th e  L a tin -A m erican  coun tries, p a r tic u la r ly  C hile, 
M exico, B raz il, C uba, a nd  B o liv ia , accounted fo r  abou t h a lf  th e  $4.8- 
b illion  to ta l. M ore significant, such G overnm en t pu rchases accounted 
fo r  ap p ro x im a te ly  o n e -th ird  o f to ta l U n ite d  S ta tes  m erchand ise p a y 
m ents to  th a t  a rea  d u r in g  th e  years 1940-45. -Largely un d er  th e  
stim u lus o f th e  G overnm en t’s bu y in g  p ro g ram , ou r im p o rts  fro m  th e  
20 L a tin  A m erican  R epublics increased  fro m  an  an nua l average  o f 
$543 m illion  d u rin g  1936-38 to $1,317 m illion  in  1943 and  $1,594 m illion  
in  1944.

O th er  m ajo r  G overnm ent pu rchases w ere m ade in  B ritis h  E m p ire  
countries, p a r tic u la r ly  C anada , In d ia , Ceylon, an d  A u s tra lia , C h ina , 
an d  the B elg ian  Congo. G overnm ent buy ing  accoun ted  fo r  abou t one- 
h a lf  th e  to ta l U n ite d  S ta te s m erchand ise  paym en ts to  th e  B elg ian  
Congo an d  In d ia . F o r  th e  o th er countries, how ever, paym en ts fo r  
G overnm ent pu rchases rep resen ted  a m uch sm aller p o rtio n  o f to ta l 
U n ited  S ta te s  im ports .

T h e  accom plishm ents o f th e  G overnm en t’s fo re ign -pu rchase  a c tiv i 
ties  a re  p e rh ap s m ore  a p p a re n t in  te rm s o f specific com m odity p ro 
g ram s. A m ong  th e  m ajo r  com m odities p rocu red  w ere various m eta ls  
an d  m inera ls , p rin c ip a lly  copper, a lum inum , tin , lead , zinc, m anganese, 
m ica, and  qu a rtz  c ry sta ls ; foodstuffs, such as su ga r a nd  te a ; and  
rubber, cinchona b a rk , b u rla p , a nd  n itra te s . D iscussion of each o f 
these  in d iv id u a l p rog ram s w ou ld  best il lu s tra te  th e  v a rie ty  o f te ch 
n iques em ployed by th e  G overnm ent to  p ro v ide  m axim um  im p orts . 
T he  foreign-proC urem en t p rog ram s w ith  respect to  ru bb e r a nd  tin , 
how ever, a re  excellen t exam ples n o t only o f th e  techniques used b u t also  
of th e  possible p os tw ar im p lica tions o f th e  G overnm en t’s w artim e  p ro 
curem en t operations.

B efo re  th e  w a r, th e  U n ite d  S ta te s  w as a lm ost e n tire ly  dependen t 
upo n  n a tu ra l ru b b e r supplies, 97 pe rcen t o f w hich  w ere im ported  fro m  
th e  F a r  E a st. W ith  th e  ou tb reak  o f w a r and  th e  g row in g  po ssib ility  
th a t  these  supp lies m ig h t be  cu t off, th e  G overnm en t assum ed th e  
job of acqu iring  a reserve  stock p ile  of rubber. T he  R u bber R eserve 
C om pany, c rea ted  fo r  th is  pu rpose  in  J u n e  1940, en tered  in to  an  
ag reem en t w ith  th e  In te rn a tio n a l R u bber R egu la tio n  C om m ittee p ro 
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v id in g  fo r  th e  accelera tion  of rub be r ex ports  to  th e  U n ite d  S ta tes. 

I n  J u n e  1941, th e  C om pany becam e th e  sole U n ite d  S ta te s  bu y er of 

F a r  E a s te rn  rubber. A s a re su lt o f  these  activ ities, ou r  im po rts  of 
rub be r fro m  B ritis h  M alaya , th e  N e th e rlan d s E a s t In d ie s, a n d  F ren ch  
In d o -C h in a  increased from  478,000 lon g  to ns in  1939 to' 738,000 in  1940 
a nd  943,000 in  1941 (see c h a r t 5 ).

C h a r t  5

UNITED STATES S U P P L IE S  OF R U B B E R  
(EX C EPT RECLAIM ED), 1 9 3 9 - 4 5

THOUSANDS OF LONG TONS

S O U R C E  O F  D A T A  : I M P O R T S ,  D E P A R T M E N T  O F  C O M M E R C E ,  B U R E A U  O F  T H E  C E N S U S ;  D O M E S T IC  

S Y N T H E T IC  P R O D U C T IO N ,  C I V I L I A N  P R O D U C T IO N  A D M IN IS T R A T IO N .

I n  ad d it io n  to  a rra n g in g  fo r  a stock p ile  of F a r  E a s te rn  rubber, 
th e  G overnm ent m ade agreem ents w ith  th e  L a tin -A m erican  countries 
an d  w ith  p r iv a te  in te re sts  in  L ib e ria  fo r  th e  pu rp o se  o f s tim u la tin g  
ru b b e r p rodu ction  in  these areas. T h e  L a tin -A m erican  coun tries h a d  
p ra c tica lly  abandoned th e  ru b b e r in d u s try  a f te r  W o rld  W a r  I  be 
cause o f th e ir  in a b ility  to  com pete w ith  F a r  E a s te rn  p la n ta tio n  rubber. 
B y  su pp ly in g  th e  necessary techn ica l a id  a n d  equipm ent, by  g u a ra n 
tee in g  a  U n ite d  S ta te s m ark e t th ro u g h  long -te rm  co n trac ts , a nd  by 

c on tro llin g  consum ption  in  these coun tries, th e  R ubber D evelopm en t 
C o rp o ra tio n  (w hich  took  over th e  fo re ign  p rocu rem en t ac tiv ities  of 
R ubber R eserve  C om pany as o f F e b ru a ry  23, 1943) succeeded in  
increa sing  U n ite d  S ta te s im p o rts  o f L a tin -A m erican  w ild  ru bb e r fro m  
8,000 lo ng  tons in  1939 to  38,000 long  to ns  in  1945. T hese im ports , 
how ever, com pensated fo r  on ly  a sm all p o rtio n  o f th e  loss in cu rred  
th ro u g h  th e  Ja p a n e se  invasion  o f th e  F a r  E a s t. T h e  m ou n tin g  gap  
betw een decreasing  im p o rts  o f n a tu ra l ru b b e r a n d  in crea sing  m ili 
t a r y  req u irem en ts w'as filled by th e  p ro du ctio n  o f syn thetic  a nd  by  th e  
use o f rec laim ed rubber.
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C h a r t  6

UNITED STATES IMPORTS OF TIN, BY SOURCE, 
AND BY CLASSIFICATION AS REFINED OR 
ORES AND CONCENTRATES, 1 9 3 9 - 4 5

M I L L I O N S  O F  P O U N D S - T I N  C O N T E N T  

4 0 0 1

1 9 3 9  1 9 4 0  1941  1 9 4 2  1 9 4 3  1 9 4 4  1 9 4 5

1 9 3 9  1 9 4 0  1941 1 9 4 2  1 9 4 3  1 9 4 4  1 9 4 5

SOURCE OF DATA:  DEPARTMENT OF COMMERCE, BUREAU OF THE CENSUS
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T he syn thetic  rub be r in d u s try , p rac tic a lly  n on ex isten t in  th e  U n ite d  
S ta te s  before th e  w ar, w as also th e  re su lt of G overnm en t p lan n in g  
a nd  financia l back ing . P ro d u c tio n  in  1945 reached  820,000 tons (see 
c h a r t 5 )— an  am ou n t 200,000 to ns in  excess o f m axim um  p re w ar n a t 
u ra l rub be r consum ption  in  th e  U n ite d  S tates.

F o llow ing  th e  end  o f th e  w ar, th e re  w as a g ra d u a l red uc tion  in  our 
L a tin -A m erican  rubbe r-p ro cu rem en t p ro g ra m . A t th e  sam e tim e, 
th is  co un try  increased  its  pu rchases o f o th e r L a tin -A m erica n  goods, 
th e  p ro d u ctio n  o r m ovem ent o f w hich  h a d  been re s tr ic te d  o r p ro 
h ib ite d  d u r in g  th e  w ar period . T h e  adverse effects o f ou r sh arp ly  
reduced  purchases o f rub be r fro m  th is  source w ere th u s m inim ized.

I t  is quite  ev iden t th a t , fo r  reasons o f n a tio n a l secu rity , a t  least a 
nucleus of th e  dom estic syn thetic  rubb er in d u s try  w ill be m ain ta ined . 
I t  is a n tic ip a ted , how ever, th a t  because o f expanded  uses o f ru bb e r 
p rodu cts  th e  U n ite d  S ta tes  w ill continue to  p rov ide  a m a jo r m arke t 
fo r  F a r  E a s te rn  p la n ta tio n  rubber.

T he  problem  o f m eeting  w artim e  t in  requ irem en ts w as sim ila r to  
th a t  o f rubber. O ur e n tire  requ irem en ts w ere m et by  im po rts  of re 
fined tin , th re e -fo u rth s  o f w h ich  cam e fro m  th e  F a r  E a st. T h e  U n ite d  
K in gdo m  supp lied  m ost of th e  rem ainder. A s in  th e  case o f rubber, 
th e  in itia l a im  o f th e  G overnm en t’s tin -b u y in g  p ro g ra m  w as to  ac 
cum ula te a s tock p ile  th ro u g h  increased im po rts  fro m  th e  F a r  E ast. 
L a rg e ly  as a  re su lt o f purchases by  th e  M etals R eserve C om pany, such 
im po rts  clim bed fro m  157 m illion  pounds in  1939 to  287 m illion  in  
1940 a nd  380 m illion  in  1941 (see c h a r t 6 ) . F o llow in g  th e  Ja p a n e se  
invasion  o f th is  a rea , th e  B elg ian  Congo, B o liv ia , a n d  C h ina  rem ained  
th e  only p rim a ry  sources o f t in  availab le  to  th e  A llies. F u rth e rm o re , 
th e  G erm an  conquest of B elg ium  in  1940 cu t off th e  fac ilities  w here 
m ost o f th e  B elg ian  C ongo tin  h a d  no rm ally  been sh ipp ed  fo r  sm elting . 
A t th e  sam e tim e, th e  U n ite d  K in gd om ’s capac ity  fo r  re fin ing B o liv ian  
ores w as also th re a ten ed  by  G erm an  invasion .

T h e  U n ite d  S ta te s, com ple te ly  lack ing  in  tin -refin ing  fac ilities , 
w as consequently  in  a  p a r tic u la r ly  vulnerab le  position . F o r  th is  
reason , th e  U n ite d  S ta te s G overnm ent, th ro u g h  th e  D efense P la n t  
C o rpo ra t ion , b u ilt a  t in  sm elter, w hich  began opera tions in  th e  m iddle  
o f 1942. O u r im po rts  of t in  ore, pu rchased  by  th e  G overnm ent un d er 
a lloca tions by  th e  C om bined R aw  M ate ria ls  B oa rd , reached  a peak  
o f 82 m illion  pounds (on  a tin -co n ten t basis) in  1944. A s in  th e  case 
o f rubb er, increas in g  im p o rts  fro m  o th er  th a n  p re w a r sources fa iled  
to  offset th e  loss o f F a r  E a s te rn  supplies. T h e  need fo r  su bstitu tes to  
fill a la rg e  segm ent o f b o th  c iv ilian  and  m ilita ry  requ irem en ts la rgely  
accounts fo r  th e  w artim e developm ent o f th e  U n ite d  S ta te s  p lastic  
in d u stry .

Reverse lend-lease.—F ro m  S ep tem ber 3, 1942, w hen th e  in itia l 
rec ip roca l-a id  ag reem en t wTas signed w ith  th e  U n ite d  K ingdom , 
th ro u g h  D ecem ber 31,1945, the  U n ite d  S ta tes rece ived $4,272 m illion  o f 
goods a nd  n e a rly  $3 b illion  o f services th ro u g h  reverse  lend-lease c han 
nels. T he  e n tire  am oun t (except fo r  re la tive ly  sm all rece ip ts  fro m  th e  
U n ite d  K ingdom  a f te r  V J-d a y , see below ) w as fu rn ish ed  by  o u r A l 
lies as a co n trib u tio n  to  th e  com m on a im  o f w in n in g  th e  w ar, a nd  hence 
req u ired  no p aym en t b y  th e  U n ite d  S ta tes. A ll such s tra ig h t r e 
verse lend-lease has th e re fo re  been offset by co rrespond ing  cred its  in  
th e  u n ila te ra l account.

R everse lend-lease  a id  w as fu rn ish ed  acco rd ing  to  th e  te rm s o f in 
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d iv id u a l rec ip ro ca l-a id  agreem ents betw een th e  U n ite d  S ta te s and 
th e  A llies. T hese  agreem ents, by d e s ig na tin g  th e  specific k ind s o f 
goods a nd  services to  be p rov ided  to  th e  U n ite d  S ta te s as reverse  lend- 
lease, su pp lem en ta l section I I  o f  th e  lend-lease m aster ag reem en ts: 
“T he  G overnm ent o f ( th e  o th e r s ig n a to ry ) w ill con tinue  to  con trib u te  
to  th e  defense o f th e  U n ite d  S ta te s o f A m erica  an d  th e  s tre n g th e n in g  
th e reo f an d  w ill p rov ide  such artic les, services, fac ilities , o r  in fo rm a 
tio n  as i t  m ay  be in  a  position  to  su p p ly .”

T h e  o rig in a l rec ip ro ca l-a id  agreem ents covered chiefly a id  ( in 
c lu d ing  sh ip p in g  a nd  tra n s p o r t services) to  th e  U n ite d  S ta te s  a rm ed  

forces overseas, a nd  specifically excluded p ay  to  U n ite d  S ta te s  tro op s 
and  raw  m ater ia ls  fo r  ex p o rt to  th e  U n ite d  S ta tes. I n  N ovem ber 
1943, how ever, th e  U n ite d  K in gdo m  agreed  to  extend  reverse  lend - 
lease to  inc lude  raw  m ateria ls , com m odities, an d  foodstuffs purchased  
fo r  ex p o rt in  th e  U n ite d  K in gdom  an d  th e  B ritis h  colonies by  o r on 
beha lf o f U n ite d  S ta te s  G overnm en t agencies. A t th e  sam e tim e, 
B ritis h  sh ip p in g  fo r  these  ex ports  w as a lso m ade available . S h ip p in g  
and  o th e r services received as reverse  lend-lease  are  discussed else 
w here.

Tabl e 7.—R everse  lend-lease goods received, t>y m a jo r  countries and typ es o f 
goods, M ar. 11,191/1, th rough  S ep t, t, 191/5

[ In  m illions  of dollars]

C o u n try T o ta l

O rd na nc e
a n d

ordna nce
stores

A ircraft 
a n d  aero 
n au tic a l 
m ate r ia l

T a n k s
a n d

o ther
veh icles

M isce l 
laneous
m il ita ry
eq u ip 
m e n t

A gricu l 
tu ra l , in 
d u s tr ia l 

a n d  o th e r 
com m odi 

ties

O th er
goods

T o t a l .____ _________ 4,233 117 434 104 1, 350 1,879 349

B ritish  E m p ire ___________ 3,913 113 430 93 1,259 1,723 295
U n ite d  K in gdo m  a n d

colonies----- ------------- 2,792 98 381 60 600 1,444 209

A u s tr a lia ...... .............. . 591 5 30 27 394 93 42
340 14 108 181 37

N ew  Z e a la n d ....... .......... 189 10 5 6 156 5 7
257 72 137 48

58 4 10 20 18 6
4 4

Source: D e p a r tm e n t of th e  T re a su ry , L end-L ea se  F isca l O pe ra tions, B u rea u  of A ccoun ts. K cp o rt on  
L end-L ease  F isca l O pera tions, C u m u la tiv e  th ro u gh  A ug . 31, 1946. F ig ures  a d ju s te d  in  th is  ta b le  to  ex 
c lud e  e s tim ate d  services.

N o t e .—D e ta il  w ill n o t necessarily  a d d  to  to ta ls , bec ause  of ro und in g .

O f the  to ta l $4,272 m illion  o f goods received as reverse lend-lease, 
an  am oun t in  excess o f $4,100 m illion  w as consum ed ab ro ad  by  ou r 
arm ed  forces, m ain ly  in  th e  U n ite d  K in gd om  a nd  its  colonies ($2,700 
m illio n ) , A u s tra lia  ($591 m illio n ) , I n d ia  ($200 m illio n ) , F re n c h  E m 
p ire  ($257 m ill io n ) , N ew Z ealand  ($189 m ill io n ) , a n d  B elg ium  ($58 
m ill io n ) . N early  one-half consisted  o f ordnance, a irc ra f t , tank s, p ro 
visions, a nd  o th er  m ilita ry  su pp lies ; th e  rem aind e r w as accounted 
fo r  chiefly by  gasoline, pe tro leum , foodstuffs, an d  o ther com m odities 
(see tab le  7 ) . T h e  ap p rox im ate ly  $150 m illion  o f rubber, tea , and  
o th e r goods im po rte d  in to  th e  U n ite d  S ta te s came en tire ly  from  
B ritis h  E m p ire  countries, p r in c ip a lly  C eylon a n d  In d ia .

T h e  flow o f goods th ro u g h  reverse  lend-lease channels  reached  $540 
m illion  by  th e  end o f 1942. D u rin g  each o f th e  fo llow ing  3 years, 
goods tra n s fe rre d  to  th e  U n ite d  S ta tes  on th is  basis am ounted  to  $1.1
C 5
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b illion , $1.2 b illio n , a nd  $1.4 b illion , respective ly . I n  te rm s o f th e  
to ta l am ou n t o f a ll  m erchand ise received fro m  fo re igne rs, reverse  
lend-lease  m oun ted  fro m  14 pe rcen t in  1942 to  22 pe rcen t in  1944 and  
33 pe rcen t d u r in g  th e  f irst h a lf  o f 1945.

Im m ed ia te ly  fo llow ing  th e  end  o f th e  w ar, reverse  lend-lease on a 
s tra ig h t, o r  nonre im bursab le , basis Avas officially te rm in ated . U nd er 
th e  p rovisions o f th e  D ecem ber 6, 1945, w ar-accoun ts se ttlem en t 
betw een th e  U n ite d  S ta tes a nd  th e  U n ite d  K ingdom , how ever, th e  
U n ite d  S ta te s con tinued  to  receive an  estim ated  $130 m illion  o f goods 
an d  services in  th e  U n ite d  K in gdo m  reverse  lend-lease p ipe  line  as an  
offset a g a in s t th e  $301 m illion  o f lend-lease p ipe-line  tra n s fe rs  to  be 
p ro v ide d  to  th e  U n ite d  K in gd om  (see p . 24).

M ilita ry  purchases.— I n  ad d it io n  to  th e  goods acqu ired  fro m  fo r 
e igners by  G overnm en t co rpo ra tion s an d  th ro u g h  reverse  lend-lease 
channels, G overnm ent m erchand ise  paym en ts fo r  th e  6 -year period  
1940-45 inc lude  $2,408 m illion  of pu rchases m ade d ire c t by  th e  A rm y  
a nd  N avy. A lm ost one-half th e  $2,408-m illion to ta l rep resen ted  
m un itio ns  pu rchases in  C anada , abou t 70 pe rcen t o f w h ich  Avere im 
p o rte d  in to  th e  U n ite d  S ta tes. T h e  rem ain d e r consisted  o f m u n i 
tions, p rovisions, fue l, a nd  o th er  supp lies an d  m ateria ls , m ost of w hich  
Avere pu rchased  f o r  consum ption  ab road  by  th e  a rm ed  forces. GroAvth 
in  th e  ra te  o f d irec t m ilita ry  purchases fro m  $16 m illion  in  1940 to  a 
p eak  o f $828 m illion  in  1943 obviously p a ra lle led  ou r in creasing  m un i 
tions  req u irem en ts a n d  th e  m ovem ent o f U n ite d  S ta tes  tro o p s abroad .

W i th  th e  exception o f  a pp ro x im a te ly  $65-m illion Avorth f o r  Avhicli 
paym en ts Avere m ade in  special m ilita ry  currencies, a ll purchases w ere 
m ade d irec tly  o r in d irec tly  in  U n ite d  S ta tes  dolla rs. O u tside  o f 

C anada, w hich  received abou t one-half o f  a ll such do lla r paym en ts, 
th e  A m erican  R epublics, th e  U n ite d  K ingdom , A u s tra lia , a nd  C h ina  
w ere m a jo r rec ip ien ts . T h a t  th e  to ta l e xp end itu res  in  coun tries o ther 
th an  C anad a  w ere Ioav in  re la tio n  to  th e  heavy  co ncen tra tion  o f  our 
tro o p s overseas is exp la ined  la rg e ly  by  th e  rece ip t o f  $4.3 b illio n  o f 
m ate ria ls  th ro u g h  reverse  lend-lease  channels.

T h e  $65-m illion w o rth  o f paym en ts in  specia l m ili ta ry  currencies 
w ent m ain ly  to  I ta ly , th e  N e the rland s, a nd  F ran ce . Since ex isting  
agreem ents in  genera l lim ited  th e  U n ite d  S ta te s lia b ili ty  fo r  special 
cu rrency  expend itu res in  those coun tries to  th e  n e t am o un t used fo r  
tro o p  pay , such pu rchases o f goods, like  o th er  m iscellaneous d isbu rse 
m en ts in  special currencies, have  been offset by  co rrespond ing  cred its  
in  th e  u n ila te ra l account.

T h e  discussion th u s f a r  has been lim ite d  to  a b r ie f  sum m ary  o f th e  
m ajo r w artim e developm ents in  ou r in te rn a tio n a l m erchand ise  account 
an d  o f th e  G overnm en t’s role in  reg u la tin g  a nd  condu cting  ou r Avar- 
tim e m erchandise  tran sac tion s. A  m ore com prehensive analysis  cov 
e rin g  th e  m ovem ent o f goods on bo th  G overnm en t a nd  p r iv a te  account 
is p re sen ted  in  th e  folloAving section.

T h e  T r a n s i t i o n  P e r i o d ,  1 9 4 0 —4 1

S tim u la ted  by dem ands a ris in g  fro m  th e  w a r in  E u ro p e , th e  va lue  of 
goods fu rn ish ed  by  th e  U n ite d  S ta te s  to  fo re igne rs increased  fro m  $3.3 
b illion  in  1939 to  $4.1 b illion  in  1940 a nd  $5.3 b illion  in  1941. A t  th e  
sam e tim e  th e  va lue  o f goods su pp lied  to  th e  U n ite d  S ta te s  by  o ther 
countries shoAved a  steady , th o u g h  less pronounced , increase. Im p o rts
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o f $2.7 b ilion  in  1940 a n d  $3.5 b illion  in  1941 com pared  w ith  $2.4 b illion  
d u r in g  1939.

Because th e  rise in  im p o rts  w hich  occu rred  d u r in g  these  years d id  
n o t keep pace w ith  th e  rise  in  exports , n e t rece ip ts  due on m erchand ise  
account m oun ted  in  1940 to  $1.4 b illion—th e h igh est ba lance  reco rded  
since 1921. D u rin g  1941 th e  excess o f goods su pp lied  increased  over 
1940 by $450 m illion . T h is  increase, how ever, w as m ore  th a n  offset by 
th e  fa c t th a t  $810 m illion  of ou r ex ports  consisted  o f lend-lease  and  
o th er goods req u ir in g  no financia l se ttlem en t betw een th e  U n ited  S ta tes  
and  th e  fo re ign  coun tries rece iv ing  th e  goods. N et ex ports  a ga in st 
cash a nd  c red it th u s  declined to  a pp ro x im a te ly  $1 b illion  in  1941 (see 
tab le  3 ).

E x p o rts  R e sp o n d  to  W a r  D em and s

D esp ite  th e  re stric tio ns  im posed by th e  N e u tra lity  A c t of N ovem ber
1939, expo rts  d u rin g  th e  open ing  q u a r te r  o f 1940 reached  an  a nn ua l 
ra te  o f $4.3 b illion , com pared  w ith  $2.8 b illion  d u r in g  th e  f irst  q u a rte r  
o f 1939. M ost o f th e  increase w ent to  th e  U n ite d  K in gdom , F ran ce , 
a nd  C anada, w hich  w ere a lrea d y  m ak ing  pu rchases o f w a r m ater ia ls  
here. T h e  G erm an  invasion  o f  w estern  a nd  n o r th e rn  E u ro p e  in  th e  
sp rin g  o f 1940 a nd  th e  estab lishm en t o f U n ite d  S ta te s e xp or t con tro l 
a few  m on ths la te r  w ere la rg e ly  responsible  fo r  a som ew hat reduced 
volum e of ex ports  d u rin g  th e  rem aind e r o f 1940 and  th e  first  q u a rte r  
of 1941. A t  th e  sam e tim e, how ever, th e  U n ite d  K in gdo m  increased  
its  im po rts  fro m  us as ra p id ly  as i ts  financia l resources and  o u r a b ility  
to  su pp ly  th e  necessary goods w ould  pe rm it. B y  th e  final q u a rte r  of
1940, ou r exports  to  tíre U n ite d  K in gdo m  w ere m oving  a t  an  an n u a l 
ra te  o f $1.2 b illion  as com pared  w ith  $710 m illion  d u r in g  th e  f irst 
qu a rte r. In c re as in g  C an a d ian  pu rchases here  also continued  to 
account fo r  a ra p id ly  r is in g  sh are  o f o u r to ta l expoi’t  trade .

W ith  th e  passage  o f th e  L end-L ease A c t on M arch  11, 1941, th e  
U n ite d  S ta te s openly  a llied  its  w elfare  w ith  th a t  o f th e  U n ite d  K in g 
dom  a nd  o th er  coun tries figh ting  th e  A xis. T h e  lend-lease m echanism  
p ro v ide d  th e  m eans by  w hich  v ast qu an tities  o f goods could be p roduced  
and  m ade availab le  to  he lp  these  countries— in  m ost cases w ith o u t the  
necessity  fo r  co rrespond ing  financia l se ttlem en t. I n  th e  fina l q u a rte r  
o f 1941, abou t one-qua rter  o f o u r to ta l ex ports  consisted o f lend-lease 

goods.
T h e  expansion in  th e  fo re ig n  dem and  fo r  A m erican  goods w hich 

began in  1939 w as la rg e ly  concen tra ted  on m ili ta ry  equipm en t an d  
o th e r finished m anu fac tu res . T he  sh o rtag e  o f m anpow er and  p ro 
duc tive  fac ilities  in  th e  U n ite d  K in gdo m  an d  o th e r coun tries active ly  
a t  w a r n a tu ra lly  m ade i t  advisab le th a t  m axim um  q u an tities  o f 
fin ished goods be ob ta ined fro m  outside sources, especially  th e  U n ite d  
S ta tes, w h ich  w as m uch b e tte r  equipped  to  m eet such dem ands. 
E x p o rts  o f fin ished m an u fac tu re s , th erefo re , rose sh a rp ly  bo th  on 
an  absolute basis a nd  in  re la tio n  to  o th er  m a jo r classes o f goods 
exported .

F in ish e d  goods, in c lud in g  m ain ly  m ilita ry  equipm ent, accounted 
fo r  tw o -th ird s  o f th e  goods su pp lied  to  o th e r co un tries in  1941, com 
p a red  w ith  one-ha lf in  1939. S im ila rly , ou r  ex ports  o f m an u fa c 
tu re d  foodstuffs began in  1941 to  show la rg e  ga ins as th e  be llige ren t 
coun tries becam e increa sin g ly  dependen t up o n  us fo r  m eats, d a iry  
p rodu cts , d ried  eggs, a nd  o th er  processed foods. T he  o th er  m ajo r
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-change in  th e  no rm al com m odity s tru c tu re  o f U n ite d  S ta te s e xp or t 
tra d e  w as th e  sh a rp  d rop  beg in n ing  in  1939 in  ex ports  o f c rude 
m ateria ls , p a r tic u la r ly  tobacco a nd  cotton , reflec ting  th e  h u sba nd in g  
o f fo re ign  financia l resources fo r  even m ore essential pu rchases here, 
a n d  th e  occupation  by  th e  A xis o f ou r fo rm e r E u ro p e a n  m arke ts  fo r 
these  p roducts .

I n  ad d it io n  to  in creasing  ou r ex ports  to  th e  U n ite d  K ingdom , 
C anada , a nd  o th e r coun tries a t  w ar w ith  th e  A xis, we fu rn ished , 
beg in n ing  in  1939, a g ro w ing  volum e o f goods to  S ou th  A m erica. 
T h is  a rea , w h ich  befo re  th e  w ar h a d  been dependen t on  E u ro p e  fo r  
a la rg e  p o rtio n  o f its  im p o rt requirem en ts, tu rn e d  to  th is  coun try  
w hen im po rts  availab le  fro m  th e  fo rm e r sources w ere seriously re 
duced because o f th e  w ar. D u rin g  each of th e  2 y ears 1939-40 th e  
va lue  o f goods w hich  th e  U n ite d  S ta te s su pp lied  to  S ou th  A m erica 
w as ac tua lly  in  excess o f  th e  va lue  o f ou r im p o rts  fro m  th a t  area. 
T h is  w as a  com plete reversa l o f  ou r p re w ar tr a d in g  position  w ith  
S o u th  A m erica, w hich h a d  consisten tly  p rov ided  us w ith  m ore  goods 
th a n  we supp lied , u s in g  th e  do lla rs  th u s  earned  to  p ay  fo r  U n ite d  
S ta te s  services a n d  o th e r invisibles a nd  also to  m ake purchases in  
o th e r  countries.

O th e r  no tew orthy  changes in  th e  d irec tion  o f ou r ex po rt tra d e  
d u r in g  th is  pe rio d  inc luded  th e  com plete cessation o f th e  su bs tan tia l 
p re w a r  sh ipm en ts to  G erm any, th e  sh a rp  d ro p  in  ex ports  to  o ther 
E u ro p e a n  countries as a  re su lt o f  th e  G erm an  invasion  an d  the  A llied  
blockade, a nd  a d ra stic  redu ction  in  exports  to  J a p a n  fo llow ing  the  
official freez ing  in  J u ly  1941 o f a ll U n ite d  S ta te s com m ercial tr a n s 
ac tions w ith  th a t  c oun try , except by  special license.

I m p o r t s  S h o w  M o d e r a t e  R i s e

S tim u la ted  by the  m arked  increase  in  dom estic in d u s tr ia l p rod u c 
t io n  fo llow ing  th e  ou tb reak  of w ar in  E u ro p e , ou r im po rts  rose fro m  
a n  a nn ua l ra te  o f $2.1 b illion  in  th e  th ird  q u a r te r  o f 1939 to  an  annu al 
ra te  o f $2.8 b illion  d u r in g  th e  fo llow ing  3 m onths. T he  fa c t th a t  
im p o rts  fell fro m  th is  level to  $2.6 b illion  d u r in g  1940 m ay be a t 
tr ib u te d  bo th  to  th e  m od era te  decline in  dom estic m a n u fa c tu rin g  
a c tiv ity  w hich  occu rred  d u r in g  th e  first 4 m on ths o f th e  ye ar  an d  
to  th e  closing  o f su p p ly  sources in  co n tinen ta l E urope .

A s ou r n a tio n a l defense p ro g ra m  gained m om entum  fo llow ing  th e  
G erm an  invasion  o f F ra n c e  an d  th e  L ow  C oun tries, th e  p ronounced  
red uc tion  in  o u r pu rchases from  co n tinen ta l E u ro p e  becam e in creas 
in g ly  offset by  ou r g row in g  im p o rts  fro m  o th er  a reas, especially  
C anada . L a tin  A m erica, an d  th e  F a r  E a s t, a ll  o f w hich  looked in 
c rea sin g ly  to  th e  U n ite d  S ta te s  fo r  m ark ets  in  p lace  o f  those  lo st 
in  E urope . D u rin g  th e  open ing  q u a r te r  o f 1941, in  fac t, im p orts  
w ere a t h ig h e r levels th a n  in  th e  fo u r th  q u a rte r  o f 1939; and  in  th e  
final 3 m on ths o f 1941 th ey  reached  an an n u a l ra te  o f $3.7 b illion .

I m p o r t s  L a g  i n  R e l a t i o n  t o  N a t i o n a l  I n c o m e

T h e  aggreg ate  va lue  o f ou r im po rts  d u r in g  1939-41, how ever, was 
considerab ly  below th a t  w hich w ould no rm ally  have been a n tic ip a ted  
on th e  basis o f th e  level of n a tio n a l incom e d u r in g  th e  sam e period . 
T h e  reg ression lines in  c h a r t 7 in d ica te  in  te rm s o f 1939 prices th e  
re la tio nsh ip s betw een each o f th e  five m a jo r econom ic classes o f im 
p o r ts  and  th e  n a tion a l incom e d u r in g  th e  y ears 1921-38. O n  th e  basis
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of these p re -w ar re la tion sh ip s, i t  w ill he no ted  th a t  changes in  n a tio n a l 
incom e have  been m ore  stro n g ly  associated w ith  ou r pu rchases ab road  
o f c rude m ater ia ls  a nd  sem i-finished a nd  finished m an ufac tu res th a n  
w ith  ou r pu rchases o f foodstuffs. Im p o rts  o f foodstuffs a re  re la tiv e ly  
ine lastic  w ith  respect to  n a tio n a l incom e and  depend, to a  la rg e  ex ten t, 
on  crop conditions here  a nd  ab road.

C h a rt 7 a lso shows in  te rm s o f 1939 p rices im p o rts  o f th e  sam e m a jo r 
g rou p s a nd  n a tio n a l incom e d u r in g  each o f th e  6 y ears 1939-45. D u r 
in g  1939, im po rts  o f a ll  classes of goods except foodstuffs w ere  below

C h a r t  7

U N IT E D  S T A T E S  IM P O R T S  F O R  C O N S U M P T IO N S  E C O N O M IC  C L A S S E S , 

IN  1 9 3 9  P R IC E S , R E L A T E D  T O  N A T IO N A L  IN C O M E  IN  1 9 3 9  D O L L A R S

SOURCE OF IMPORT DATA: DEPARTMENT OF COMMERCE,BUREAU OF THE CENSUS 

NOTE: REGRESSION LINES WERE FITTED TO OATA FOR 1921-58.
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w h a t one w ould  expect on th e  basis o f th e  1921-38 re la tio n sh ip  betw een 
im p o rts  an d  incom e. I n  th e  course o f th e  fo llow ing  2 years, ou r  p u r 
chases ab road , excep t fo r  c rude  m a te r ia ls  a nd  crude  foodstuffs, fe ll 
even fu r th e r  below th e  “no rm als” ca lcu la ted  on th is  basis. Im p o rts  o f 
c rude  m ateria ls , how ever, rose in  1940 to  a  level a lm ost consisten t w ith  
ou r increas in g  incom e, and  in  1941 to  a p o in t considerab ly  above th a t  
level.

T h e  decline in  im p o rts  o f fin ished a nd  sem i-finished m an u fa c tu res  
d u r in g  1940-41 w as accounted fo r  m ain ly  by th e  d ra stic  cu rta ilm en t of 
sh ipm en ts fro m  co n tin en ta l E u ro pe , w hich  d u rin g  th e  p re w a r pe rio d  
h a d  been a  m a jo r  source o f such im p orts . O n th e  o th er  h an d , th e  
ra p id ly  r is in g  im p o rts  o f crude  m ateria ls , especially  rubber, tin , cop- 

: pe r, wool, h ides a nd  skins, a nd  fu rs , cam e m ain ly  fro m  L a tin  A m erica  
a nd  A sia. I n  a dd itio n  to  m eeting  c u rre n tly  r is in g  U n ite d  S ta te s com 
m erc ia l needs, these areas, p a r tic u la r ly  th e  F a r  E a s t, sup p lied , beg in 
n in g  in  1940, la rg e  q ua n tities  o f s tra te g ic  m ater ia ls  such as ru bb e r a nd  
tiir to  G overnm en t co rp o ra tions engaged  in  accum ula ting  reserve  stock 
p iles fo r  n a tio n a l defense. F o r  these  reasons, im po rts  o f c rude  m ate 
r ia ls  rose n o t only on an  absolu te basis b u t  also in  re la tio n  to  o ther 
fo re ig n  purchases, accoun ting in  1941 fo r  43 pe rcen t of to ta l im po rts  
fo r  consum ption , com pared w ith  31 pe rcen t d u rin g  th e  y ears 1936-38.

M easured  by  th e  D e p a rtm e n t o f Com m erce un it-v a lue  index , D ecem 
ber 1941 im p o rt prices w ere 22 pe rcen t above those  fo r  th e  pe rio d  1936- 
38 (see c h a r t 10, p . 42 ), re flecting  th e  g row ing  scarc ity  o f fo re ign  su p 
p lies  in  re la tio n  to  th e  m ou n tin g  dem ands o f w a r in d u s trie s  a nd  con 
sum ers w ith  w ar-in fla ted  incomes.

U n i t e d  S t a t e s  i n  t h e  W a r , J a n u a r y  1 9 4 2 —J u n e  1 9 4 5

T he  $48.6 b illion  o f goods w hich  we su pp lied  to  o th er countries d u r 
in g  th e  p e rio d  J a n u a ry  1942 to  Ju n e  1945 reflected th e  g row th  of a 
v ast w a r p ro du ctio n  p ro g ra m  in  th is  coun try  and th e  ex ten t to  w hich 
we w ere able to  p rov ide  o u r A llies w ith  w a r m a te ria ls  a n d  o th er  goods 
needed in  th e  f ig h t a g a in s t th e  A xis. O n th e  o th er  h a n d , th e  g rea tly  
increased am oun t o f goods—$18.2 b illion— w hich ou r A llies a nd  o th er 
f r ie n d ly  countries fu rn ish ed  to  u s over th e  sam e pe rio d  w as ind ica tive  
o f th e ir  rec ip rocal efforts to  su pp ly  essen tia l m a te ria ls  f o r  im p o rt in to  
th e  U n ite d  S ta te s and  fo r  consum ption  by o u r a r m e d  forces abroad. 
T he  fa c t th a t  th e  U n ite d  S ta te s su pp lied  $30.4 b illion  o f goods in  excess 
o f th e  a m o un t received can be a ttr ib u te d  to  tw o  m ajo r fac to rs. F irs t ,  
fro m  th e  s ta n d p o in t o f resources, equipm ent, a nd  d istance  fro m  th e  
com bat a reas, o u r a b il ity  to  p roduce  w as f a r  su perio r to  th a t  o f ou r 
A ll ie s ; second, by  estab lish ing  th e  lend-lease m echanism , we su bord i 
n a te d  financia l considera tions to  th e  need  fo r  m ak in g  availab le  the 
goods w hich ou r m ore advan tageous position  enabled us to  produce.

T h e  $30.4-billion excess o f ex ports  d id  n o t m easure  th e  changes in  
o u r financia l position  on account o f m erchandise  tran sac tion s. F o r  
these  31/ 2  years o u r ex ports  re q u ir in g  do lla r  paym en ts w ere  ac tua lly  
$1.8 b illion  below  ou r co rrespond ing  cash purchases ab ro ad  (see tab le  
3 ) . T h is  is ex p la ined  by  th e  fa c t th a t  ou r  g row ing  excess o f im p orts  
fro m  W este rn  H em isph ere  coun tries continued  d u r in g  the  w a r to  be 
financed on a cash basis, w hile  th e  trem endous excess o f expo rts  to  
E u ro p e  consisted  o f lend-lease an d  o th er  goods fu rn ish ed  on a 
u n ila te ra l basis.
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E x p o r t s  a t  R e c o r d  L e v e l s

A lthou g h , d u rin g  th e  first few  m on ths o f ou r p a rtic ip a tio n  in  th e  
w ar, ex ports  declined som ew hat fro m  th e  level reach ed  in  th e  la s t 
q u a r te r  o f 1941, th ey  soon resum ed th e ir  sh a rp  a n d  steady  rise  as a re 
su lt o f cons tan tly  increas in g  lend-lease sh ipm en ts. A  peak  annu al 
ra te  o f $15.9 b illio n  w as reached  in  th e  second q u a rte r  of 1944, w hen 
final p re p a ra tio n s  w ere be ing  m ade fo r  th e  A llied  in vasion  of co n ti 
n e n ta l E urope . T h e  slow b u t s teady  decline w hich  follow ed a nd  con 
tinu ed  th ro u g h  th e  first q u a r te r  of 1945 can be a ttr ib u te d  e n tire ly  to  
th e  g ra d u a l red uc tion  in  ou r lend-lease sh ipm en ts as th e  dem ands of 
ou r A llies fo r  du rab le  m ilita ry  equipm en t began to  level off a n d  th e  
tid e  o f w ar sh if te d  in  our favo r.

T h e  im portanc e  o f th e  lend-lease su pp ly  m echanism  over th e  period  
d u rin g  w hich th e  U n ite d  S ta te s w as active ly  a t w ar is in d ica ted  by the  
fa c t th a t  m ore th a n  fo u r-fifth s o f ou r peak  expo rts  d u rin g  th e  second 
q u a r te r  o f 1944 consisted  o f lend-lease sh ipm en ts. O ver th e  sam e 
pe rio d  th e  am oun t of goods su pp lied  th ro u g h  no rm al com m ercial c han 
nels, lim ited  by  scarc ities  o f m ater ia ls  an d  sh ip p in g  fac ilities  a nd  by  
o th er  w artim e  res tric tio ns, w as d ra s tica lly  reduced. D u rin g  each o f 
th e  years 1943 a nd  1944 such com m ercial sh ipm en ts accounted f o r  only 
16 pe rcen t o f th e  to ta l goods supp lied  to  o th er  countries.

I n  ad d it io n  to  reco rded  exports , goods m ade availab le  to  fo re igners 
d u r in g  th e  3%  years ended J u n e  30,1945, inc luded  $700 m illion  o f food  
and  o th er  c iv ilian  supp lies sh ip pe d  by th e  arm ed  services to  libe ra ted  
a nd  occupied area s b e g in n ing  in  th e  sum m er o f 1944; $580 m illion  o f 
m ater ia ls  sold from  m ilita ry  stocks o verseas; a n d  a su bs ta n tia l am oun t 
o f o th er  goods m ade availab le  th ro u g h  lend-lease a nd  G overnm en t 
channels fro m  o ther oversea sources. T hese  tra n s fe rs  by  G overnm ent 
agencies, to g eth e r w ith  th e  vast am oun t o f o th er  G overnm ent sh ip 
m ents inc luded  in  th e  official ex po rt s ta tis tic s  (m a in ly  lend-lease and  
sales o f com m odities by  G overnm en t c o rp o ra tio n s ), have  been d is 
cussed in  de ta il in  a prev ious section. S uch G overnm en t “expo rts” 
to ta le d  $38.6 b illion , or 80 pe rcen t of a ll goods su pp lied  to  fo re igne rs 
d u r in g  th is  3% -year period .

Because th e  flow o f goods th ro u g h  bo th  G overnm en t a nd  p riv a te  
channels  w as d ic ta ted  by  m ilita ry  necessity , th e  geograph ica l p a tte rn  
o f o u r e x p o rt tra d e  becam e ra d ic a lly  d is to rted . O bviously, th e  m ost 
p ress in g  dem ands fo r  a id  came fro m  o u r tw o m ajo r  A llies, th e  U n ite d  
K in gdom  a nd  R ussia. R ecorded expo rts  to  th e  U n ite d  K ingdom , 
w hich in  1941 w ere a lre ady  m ore th a n  th re e  tim es th e  average  fo r  th e  
3 y ears 1936-38, rose to  a  h ig h  in  1944 o f $5.2 b illion— an  am oun t over 
th re e  tim es th e  1941 level. E x p o rts  to  R ussia  show ed an  even g re a te r  
p ro p o rtio n a te  increase, h a v in g  rise n  fro m  an  average  ann ua l ra te  of 
$49 m illion  d u r in g  1936-38 to  a peak  o f $3.5 b illion  in  1944. N o te 
w orth y  increases also occu rred  in  sh ipm en ts to  ou r o th er  A llies, p a r 
tic u la r ly  C anada , A u s tra lia , a n d  In d ia . I t  w ill be reca lled  th a t  th e  
bu lk  o f w artim e ex ports  to  th e  U n ite d  K in gdom , R ussia , A u s tra lia , 
an d  I n d ia  w ere m ade availab le  as s tra ig h t, o r  nonre im burseable , lend- 
lease, w hile e xports  to  C anada  con tinued  to  be financed on a cash basis, 
even th o u g h  some w ere sh ipped  th ro u g h  lend-lease channels.

A t  th e  same tim e th a t  ex ports  to  E u ro p e , C anada , A sia , an d  O ceania 
m oved in  ra p id ly  g row ing  am ounts, o u r sh ipm en ts to  L a tin  A m erica  
fa iled  to  show  a co rrespo nd in g  increase. T he  dem ands o f th is  a rea  
w ere m ain ly  fo r  ou r du ra b le  c iv ilian  goods, the  p rod u ctio n  a nd  expo rt
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o f w hich  w ere seriously  res tr ic ted  by  sh o rtages o f m anpow er, techn ica l 
p roductive  fac ilities , raw  m ateria ls , an d  sh ip p in g  fac ilities . T h us  
L a tin  A m erica became th e  only m ajo r  a rea  w hich  d u r in g  th e  w ar su p 
p lied  us w ith  a n  excess o f im ports .

C h a r t  8

W ith  reference to  th e  com m odity  com position  o f ou r ex p o rt tra d e , 
sh ipm en ts o f finished m an u fa c tu res  continued, as in  th e  e a rlie r  phase  
o f th e  E u ro p e a n  w ar, to  show  th e  m ajo r increase. I n  1943 and  1944 
such goods accounted fo r  abou t th re e -fo u rth s  o f to ta l exports , com 
p a re d  w ith  abou t one-half in  th e  years 1936-38. E x p o rts  o f d ire c t m ili 
ta r y  equipm ent— includ in g  m ain ly  a irc ra f t ,  tan k s , vessels, and 
am m unition , com para tive ly  neglig ib le  in  p rew ar  years— clim bed in 
1942 to  n early  $3 b illion  an d  averaged  $5.6 b illion  in  1943 an d  1944.

O th e r essential finished goods w h ich  th e  U n ited  S ta te s fu rn ish ed  its  
A llies in  g re a tly  increased  volum es inc luded  a ll  ty pes o f in d u s tr ia l 
m ach inery , iron  a nd  steel m anu fac tu res, tex tiles , an d  pe troleum  p ro d 
ucts. A s o th er  coun tries, p a r tic u la r ly  th e  U n ite d  K in gdom , become 
m ore depen den t on us fo r  essential c iv ilian  goods as w ell as w a r 
m ateria ls , we co n tinued  to  increase  o u r expo rts  o f processed fo od 
stuffs, especially  m eats, edible fa ts , d a iry  p roducts , d rie d  eggs, and  
d rie d  a nd  canned  f ru its  a nd  vegetables. E x p o rts  o f raw  cotton , to 
bacco, a nd  o th e r m a jo r c rude m ate ria ls  likew ise show ed su bs tan tia l 
increases a f te r  we en tered  th e  w a r, a lth ou gh , w ith  th e  exception  of 
coal, th ey  d id  no t rise  to  p re w ar levels. S h ip m en ts o f coal, how ever, 
s tim u la ted  by  C an a d a ’s heavy w a r-p ro du ctio n  requirem en ts, continued  
to  rise  f a r  above those d u r in g  th e  p re w ar period .

I m p o r t s  R e c o v e r  A f t e r  I n i t i a l  S l u m p

O ur im po rts  fe ll f ro m  an  a nn ua l ra te  o f $3.7 b illion  in  th e  la s t q u a r 
te r  o f 1941 to  an  ann ua l ra te  o f app rox im a te ly  $3.1 b illion  d u rin g  th e  
first 3 m on ths o f 1942. T h is  decline, w hich  continued  u n til  th e  final 
q u a r te r  o f 1942, w as n o t th e  re su lt o f any  red uction  in  ou r dem and  fo r  
goods p roduced  a b ro a d ; ou r needs, especially  those fo r  raw  m ateria ls  
to  be used fo r  w ar p rod uc tion , w ere m any tim es g re a te r  th a n  in  any
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prev ious period . R ath e r , th e  redu ction  in  im ports  w as caused m ain ly  
by  th e  closing o f th e  N eth erlan ds Ind ie s, B ritis h  M alaya, F re n c h  Indo - 
C h ina , a nd  o th er  o f ou r m a jo r  su pp ly  sources in  th e  F a r  E a s t a n d  by 
th e  cu rta ilm en t o f sh ipm en ts fro m  o ther a reas as fac ilities  fo rm erly  
used th e re  fo r  th e  p rod u ctio n  o f expo rt goods were d iv erted  to  m ore 
essential purposes. O th e r lim itin g  fac to rs w ere th e  scarc ity  o f sh ip 
p in g  fac ilities  an d  th e  effects o f enem y subm arine  w arfa re .

L arg ely  un d e r th e  stim u lus o f th e  G overnm en t’s fo re ign  p roc u re 
m en t a nd  developm ent p ro g ram , how ever, th e  p ro du ctio n  o f m ater ia ls  
soon began to  expa nd  w ith in  th e  area  rem ain in g  open to  A llied  tra de . 
R ecorded im p o rts  in  th e  closing m on ths o f 1942 th u s h ad  s ta r te d  a 
steady  u p w a rd  clim b, an d  by th e  first q u a r te r  o f 1945 th ey  w ere flow ing 
in  a t a f a ir ly  cons tan t an n u a l ra te  o f $4.1 b illion.

T he  va lue  o f im p o rts  d u rin g  th is  pe rio d  cannot be discussed w ith 
ou t re ference to  rises in  th e  p rices o f im p orted  goods. A ccord ing  
to  th e  D e p a rtm e n t o f C om m erce un it-va lue  index , im p o rt p rices rose 
sh a rp ly  in  1942 an d  1943 an d  continued  to  m ove u pw ard , th o u g h  less 
rap id ly , th ro u g h  1945. B y  J u n e  of 1945, im p o rt prices as m easured 
by  th is  index  w ere 30 percen t above levels p re v a ilin g  in  D ecem ber 1911 
(see c h a r t 10). T o  ob ta in  essential m ateria ls , th e  U n ite d  S ta te s w as 
o fte n  com pelled to  pu rch ase  fro m  ex trem ely  h igh -cost fo re ig n  p ro 
ducers. B ecause o f th e  existence o f p rice  ceilings in  th e  U n ite d  S ta te s, 
p r iv a te  im po rte rs  in  m any cases could  n o t afford  to  p ay  th e  necessary 
h ig h  prices p re v a ilin g  fo r  rubber, tin , qua rtz , and  a num ber o f o ther 
com m odities. I n  such cases, i t  w ill be recalled, G overnm en t c o rpo ra 
tions pu rchased  an d  im ported  th e  goods, a nd  resold  them  a t  a loss a t  
dom estic p r ic e  ceilings.

I n  a d d it io n  to  officially reco rded  im ports , th e  U n ite d  S ta te s received 
fro m  ab ro ad  d u r in g  these 3y2 years a la rg e  volum e o f o th er  goods, 
in c lud in g  $4.0 b illion  su pp lied  as con trib u tio ns  un d er  reverse lend- 
lease to  U n ite d  S ta te s a rm ed  forces overseas, n early  $1.3 b illion  p u r 
chased and  consum ed by  ou r arm ed  forces ab road , a nd  a su bs tan tia l 
am o un t o f o th e r goods pu rchased  ab ro ad  by G overnm en t agencies b u t
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n o t im po rte d  in to  th e  U n ited  S ta te s o r, fo r  some o th er  reason , not 
rep o rted  in  th e  official im p o rt s ta tis tics . T hese  ad d it io n a l goods, to 
g e th e r w ith  those physica lly  im ported  by  th e  G overnm en t (m ain ly  
com m odity  purchases by G overnm ent co rpo ra tion s an d  W a r  D e p a r t 
m en t a n d  N avy D e p a rtm e n t pu rchases in  C a n a d a ) , b ro u g h t th e  to ta l 
o f  goods acqu ired  d ire c t th ro u g h  G overnm en t channels  to  $10.1 b i l 
lion , o r 55 pe rcen t o f th e  $18.2-billion to ta l. D u rin g  1943, w hen G ov 
e rnm en t expe nd itu res  ab ro ad  fo r  com m odities a n d  fo r  supp lies to  
m a in ta in  o u r oversea forces reached  peak  ra tes , goods acqu ired  by 
th e  G overnm en t accounted fo r  m ore th a n  60 pe rcen t o f a ll  m erchand ise  
received fro m  o th e r countries.

T he  loss o f E u rop ean  supp ly  sources in  1940, an d  o f F a r  E a s te rn  and  
P h ilip p in e  su pp ly  sources in  1942, n a tu ra lly  caused th e  U n ite d  S ta tes  
to  look increa sin g ly  to  o th e r a reas to  su pp ly  ou r g row in g  in d u s tria l 
dem ands. M ain ly  as a re su lt o f th e  G overnm en t’s developm ent and 
pu rch ase  opera tions th ere , L a tin  A m erica  continued  to  p rov ide  a 
cons tan tly  in crea sing  am ou n t o f goods fo r  e xpo rt to  the  U n ite d  S ta tes. 
O u r im p o rts  fro m  th e  20 L a tin  A m erican  R epublics d u r in g  th e  first 
h a lf  o f 1945 w ere a t an  a n n u a l r a te  o f $1.6 b illion— over th re e  tim es 
th e  p re w a r figure.

A n  even m ore su bs ta n tia l increase  w as reco rded fo r  ou r im po rts  fro m  
C anada , w hich  rose  fro m  $340 m illion  in  1939 to  n e a rly  $1.3 b illion  
in  1944. T h e  d ra s tic  rise  in  th e  flow o f goods betw een th e  U n ite d  
S ta tes a n d  C anad a  p rov ides an  excellent in d ica tio n  o f th e  ex ten t to  
w hich  bo th  coun tries coopera ted  in  th e  com m on w a r effort. O th er  
B ritis h  E m p ire  coun tries also p ro v ide d  us w ith  g re a tly  increased  
am ounts o f goods. T h e  decline in  o u r reco rded  im p o rts  fro m  th e  
U n ite d  K in gdo m  w as offset m any  tim es by th e  $2.8 b illion  o f reverse 
lend-lease  goods con trib u ted  th ro u g h  S ep tem ber 1, 1945, to  ou r a rm ed  
forces sta tioned  there. A t  th e  sam e tim e, In d ia , A u s tra lia , an d  N ew 
Z e aland  no t only increased  th e ir  sh ipm en ts o f essential m ateria ls  to  
th e  U n ite d  S ta te s b u t also su pp lied  ou r troo ps  w ith  la rg e  am ounts o f 
reverse  lend-lease goods.
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i m p o r t s  C o n t i n u e  t o  D e c l i n e  i n  R e l a t i o n  t o  N a t i o n a l  I n c o m e

O ur reco rded im p orts  in  th e  pe rio d  d u rin g  w h ich  th e  U n ite d  S ta te s 
w as ac tively  a t  w ar, lim ited  to  goods w hich could  be p rodu ced  w ith in  
th e  areas n o t u n d e r A xis dom ination  an d  w hich  could be tra n sp o rte d  
by  scarce sh ip p in g  fac ilities , declined even fu r th e r  in  re la tio n  to  th e  
size o f ou r n a tio n a l incom e th a n  d u r in g  1940 an d  1941 (see c h a r t 7 ) . 
I n  1942 th e  decline inc luded  a ll  five m a jo r  economic classes. A lth o u g h  
im po rts  o f finished m an u fac tu re s a nd  o f m an u fa c tu red  foodstuffs r e 
covered som ew hat a f te r  1942, th ey  w ere, in  1945, s till  f a r  below 
no rm al levels calcu la ted  on  th e  basis o f th e  p re w a r re la tio n sh ip  
betw een im p o rts  a nd  incom e in  th is  coun try . U ndo ub ted ly , our im 
p o rts  o f fin ished m an u fac tu re s w ill con tinue  to  rem ain  below norm al 
u n til  E u rop ean  su pp ly  sources can be recons tru c ted  a n d /o r  o th er  
a rea s become sufficiently in d u s tria liz ed  to  m eet ou r dem and fo r  th is  
ty p e  of goods. A ltho ug h  in  1944 im po rts  o f c rude foodstuffs rose to  
calcu la ted  levels, th ey  fe ll aga in  in  1945 to  a p o in t below  th e  line  o f 
regression.

C rud e  m ateria ls , w hich  in  1941 w ere im po rte d  a t  a r a te  considerably 
h ig h e r  th a n  w as consisten t w ith  th e  level o f n a tio n a l incom e d u rin g  
th a t  ye ar , show ed th e  sh arp est re la tiv e  d rop , reflecting  th e  Ja p a n e se  
invasion  of im p o rta n t su p p ly in g  areas in  th e  F a r  E a st.

Im p o rts  o f bo th  crude  m a te ria ls  and  sem im anufac tu res continued  to  
decline in  re la tio n  to  n a tio n a l incom e th ro u g h  1944. A ltho ug h , in  
1945, th e re  w as a s lig h t recovery  in  im p o rts  o f c rude m a te ria ls  and  a 
som ew hat la rg e r  rev iva l o f im po rts  o f sem im anufactu res, bo th  classes 
continued  to  rem ain  f a r  below  w h a t m ig h t have  been a n tic ip a ted  on 
th e  basis o f the  co rresp on d in g  level of ou r n a tio n a l income.

Im p o rts  o f c rude m ater ia ls—by fa r  th e  m ost im p o rta n t g ro up  of 
com m odities fo r  w h ich  th e  U n ite d  S ta te s is dependen t up o n  fo re ig n  
su pp ly  sources—w ere, th ro u g h o u t 1942-45, f a r  below  1941 levels on 
a n  absolu te basis, as well as in  re la tio n  to  n a tio n a l incom e. P a r t ic 
u la r ly  no tew orthy  w as th e  v ir tu a lly  com plete cessation o f s ilk  im 
p o r ts  and  th e  d ra s tic  redu ction  in  im p o rts  o f crude  rubber. T h e  $33 
m illion  o f rub be r im po rte d  in  1943 m ay be com pared w ith  $418 m illion  
in  1941, w hen the  G overnm en t m ade heavy stock -p iling  pu rchases 
befo re  th e  loss of B ritis h  M alaya , th e  N e th e rla n ds  In d ie s, a nd  F re n c h  
Indo ch ina . A t th e  sam e tim e th a t  im po rts  o f ru bb e r and  raw  silk  
declined so ab ru p tly , how ever, im p o rts  o f some o th e r c rude m ater ia ls
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w ere g re a tly  accelerated. T hese  inc luded  m ain ly  wool, non ferro us 
ores an d  concen tra tes, an d  in d u s tr ia l d iam onds, a ll o f w hich  w ere 
essential fo r  p ro du cing  equ ipm en t fo r ou r ow n a rm ed  forces a nd  those 
o f ou r A llies.

M ajo r changes in  th e  com m odity com position  of im po rts  n o t c las 
sified as c rude  m ater ia ls  w ere heavy increases in  im p o rts  of coffee, 
w heat, copper, a lum inum , lead, nickel, lum ber, a nd  m ilita ry  equ ip 
m en t a nd  p ronounced  reductions in  im p o rts  o f tin , co tton  a nd  woolen 
m an u fac tu res , a nd  bananas. T he  fa c t th a t  m ajo r  increases w ere con 
fined to  those com m odities im p o rta n t fo r  w a r p ro d u ctio n  o r c iv ilian  
use reflects th e  effectiveness of m easures ad op ted  by  th e  G overnm ent 
to  expedite th e  inflow o f essential m ater ia ls  an d  foodstuffs a t  the  
expense o f red ucing  nonessentia l im ports , such as bananas.

C h a r t  1 2

T r a n s i t i o n  F r o m  W a r  t o  P e a c e ,  J u l y  1 9 4 5 —D e c e m b e r  1 9 4 5

T h e  su rre n d e r  o f G erm any in  M ay 1945, an d  o f J a p a n  only a fewT 
m on ths la te r , h a d  an  im m ed iate  a nd  d ra stic  effect upo n  ou r in te rn a 
tio n a l m erchand ise  tran sac tion s. A f te r  th e  end o f th e  E urop ean  
w ar, sh ipm en ts to  ou r A llies w ere reduced sh a rp ly  and  we d iverted  
o u r m a jo r energies to  th e  job o f w in n in g  v ic to ry  in  th e  Pacific. W hen 
th is  w as accom plished i t  obviously w as no longer necessary fo r  th e  
U n ited  S ta te s  to  con tinue  su p p ly in g  its  A llies w ith  th e  m eans o f 
w ag in g  w ar. L end-lease a id , except fo r  goods a lre ady  in  th e  p ipe  
line , w as officially te rm in a te d  as o f Y J-d a y . T h e re a fte r , fo re ign  
coun tries w ere req u ired  to  p ay  in  cash, e ith er  im m ed ia te ly  o r onT a  
d e fe rred  basis, fo r  lend-lease p ipe-line  goods, a nd  fo r  a ll o ther  U n ited  
S ta tes goods except those d irec ted  to  th e  re lie f  a nd  re h a b ilita tio n  of 
libe ra ted  an d  occupied areas. T he  G overnm en t’s p os tw ar fo re ign - 
lend ing  p rog ra m , w hich  he lped  fo re ign  coun tries to  ob ta in  th e  do l 
la rs  necessary fo r  essential pu rchases here d u rin g  th e  tra n s itio n  pe riod , 
is discussed elsewhere.

W ith in  th is  rad ic a lly  a lte red  fram ew ork , th e  va lue  o f goods su p 
p lied  to  fo re igne rs fe ll fro m  $7.4 b illio n  in  th e  first 6 m on ths o f 1945 to
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$4.9 b illion  d u rin g  th e  la s t h a lf  o f th e  year. A t th e  sam e tim e, th e  ces 
sa tion  o f reverse  lend-lease caused a $600-m illion decline in  th e  va lue  
o f goods acqu ired  fro m  fo re ign  sources. E ven  th o u g h  o u r n e t b a l 
ance on m erchand ise  account d ro p p ed  fro m  $4.2 b illion  in  th e  first 
h a lf  o f th e  y ear  to  $2.2 b illion , th e re  w as a s h if t  f ro m  a negative  cash 
tra d e  ba lance o f $36 m illion  to  a positive  cash ba lance o f $892 m il 
lion  (see tab le  3 ).

E x p o r t s  D e c l i n e  A b r u p t l y

T he fa l l  in  ou r expo rts  from  an  average  m o n th ly  ra te  o f $1,070 
m illion  in  A p r il  a nd  M ay o f 1945 to  an  average  o f $880 m illion  d u r 
ing J u n e  a nd  J u ly  resu lted  a lm ost e n tire ly  fro m  a redu ction  in  sh ip- 

-  m ents on lend-lease account. I n  A ugu st, th e re  w as a considerable de 
c line in  com m ercial as w ell as lend-lease  sh ipm en ts. T he  sh a rp e st 
d ro p , how ever, occu rred  im m ed ia te ly  fo llow in g  Y J-c lay an d  th e  v i r 
tu a lly  com plete te rm in a tio n  o f s tra ig h t lend-lease. O u r ex ports  du r-  

'  in g  O ctober ($455 m illion ) w ere low er th a n  in  any  p rev ious m on th
since S ep tem ber 1941.

U n d e r th e  stim u lu s o f heavy re lie f  a nd  recon stru c tion  dem ands in  
E urope , expo rts  show ed a p ronounced  recovery in  th e  la s t 2 m onths 
o f 1945. I n  ad d it io n  to  th e  fas t-g row in g  am ou n t o f goods m ov ing  
th ro u g h  no rm al com m ercial channels, th e re  w ere th e  m o un ting  t r a n s 
fe rs  o f food  an d  o th er  c iv ilian  supplies rep re se n tin g  con tr ib u tions  to  
the  U n ite d  N a tions R elief and  R e h a b ilita tio n  A d m in istra tio n . S uch 
U N R R A  sh ipm en ts— rela tiv e ly  neglig ib le  in  th e  early  m o n th s o f 
1945— am oun ted  to  m ore  th a n  $90 m illion  in  Decem ber. A  m odera te  
recovery in  lend-lease sh ipm en ts also accounted fo r  p a r t  o f  th e  m ark ed  
rise in  reco rded  ex ports  d u rin g  N ovem ber a nd  D ecem ber. T hese sh ip 
m ents consisted a lm ost e n tire ly  o f p ipe-line  c iv ilian -typ e  goods w hich, 
fo r  th e  m ost p a r t ,  w ere be ing  m ade availab le  on c re d it te rm s 

(see p. 23).
T ho u gh  m any  G overnm en t w artim e  e x p o rt contro ls  w ere  re laxed  

fo llow ing  V J-d a y , i t  w as s ti l l  no t possible fo r  o th er coun tries to  ob ta in  
a ll th e  A m erican  goods th ey  desired, even i f  th ey  h a d  possessed am ple  
financia l resources. M any goods continued  to  be scarce. R econver 
sion o f U n ite d  S ta te s in d u s try  could  n o t be accom plished overn igh t, 
and  a  trem endous dom estic a nd  fo re ign  dem and  h a d  accum ula ted  fo r  
goods w hose p rod u ctio n  h a d  been stopped  o r c u rta iled  d u r in g  th e  w ar. 
T o  m eet th e  m ost u rg e n t dem ands here  and  ab road , i t  w as necessary 

S  fo r  th e  G overnm en t to  m a in ta in  a considerab le  num ber o f e x p o rt con 
tro ls  th ro u g h  th e  end o f 1945. A n  increase in  exports  on p r iv a te  ac 
coun t o f $500 m illion  d u r in g  th e  second h a lf  o f 1945, how ever, ind i- 
cated  th a t  th e  tra n s itio n  fro m  w artim e to  peacetim e tra d in g  re la tio n 
sh ips w as a lrea d y  w ell un d er  w ay by  th e  end o f 1945.

D esp ite  th e  d ra stic  red uction  in  th e  G overnm en t m erchand ise ac 
coun t fo llow ing  th e  te rm in a tio n  o f s tra ig h t  lend-lease, th e  m ag n itu de  
o f o th e r G overnm en t fo re ign  p rog ram s in d ica ted  th a t  G overnm en t 
transac tio n s w ould con tinue  to  account fo r  a la rge  po rtio n  of th e  to ta l 
am oun t o f goods su pp lied  to  o th er  countries. I n  ad d it io n  to  sh ip p in g  
a ra p id ly  g row in g  volum e o f re lie f supplies ab road  fo r  d is tr ib u tio n  by 
U N R R A , th e  G overnm en t continued  th ro u g h  th e  U n ite d  S ta te s  A rm y  
to  su pp ly  la rg e  am ounts o f essen tia l c iv ilian  supp lies to  p re v en t disease 
a nd  u n re s t in  libe ra ted  a n d  occupied areas. M oreover, by  th e  end  o f 
1945, th e  G overnm en t h ad  ju s t  begun th e  job o f d isposing o f su rp lus
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w a r p ro p e r ty  loca ted  ab ro ad  h a v in g  an  estim ated  o rig in a l cost of 
$10.8 b illion .

M ost o f th e  decline in  ex ports  d u r in g  th e  second h a lf  o f  1945 was 
accoun ted  fo r  by reduced  sh ipm en ts to  th e  U n ite d  K in gdo m  and  
R ussia , th e  tw o la rg e s t w a rtim e  rec ip ien ts  o f U n ite d  S ta te s goods. A s 
a re su lt o f  th e  d iscon tinuance o f s tra ig h t lend-lease, expo rts  to  R ussia  
h i t  a low  o f $6 m illion  in  N ovem ber o f 1945, com pared  w ith  $342 m il 
lion  in  M ay  o f th e  same year. A lm ost as p re c ip ito us w as th e  d rop  in  
reco rded  sh ipm en ts to  th e  U n ite d  K in gdo m — fro m  $290 m illio n  in  
M ay to  $34 m illion  in  N ovem ber. O th e r  re la tiv e ly  la rg e  reductions 
occu rred  in  ex ports  to  A u s tra lia  a n d  to  In d ia , w h ich  d u rin g  th e  w a r 
h a d  been rece iv ing  su bs tan tia l volum es o f lend-lease  goods.

A t  th e  sam e tim e th a t  ou r sh ipm en ts to  th e  m a jo r  A llied  countries 
w ere  so d ra s tica lly  reduced, th e re  w as a  slow b u t s teady  increase in  th e  
va lue  o f goods be ing  sh ipp ed  to  o th er  a reas—p a rtic u la r ly  c o n tine n ta l 
E u ro p e  and  th e  A m erican  R epublics. A  la rg e  p o rtio n  o f th e  increase 
in  sh ipm en ts to  co n tin en ta l E u ro p e  consisted  o f re lie f con trib u tio ns 
(m a in ly  food) th ro u g h  U N R R A  to  C zechoslovakia, P o la n d , Y ugo 
s lav ia , I ta ly , a nd  Greece. ,

N a tu ra lly , th e  m ost o u ts ta n d in g  change  in  th e  com m odity s tru c tu re  
o f ou r ex ports  d u r in g  th e  second h a lf  of 1945 w as th e  decline in  sh ip 
m ents o f d irec t m ilita ry  equipm ent. S uch sh ipm en ts d ropp ed  fro m  
an  a n n u a l ra te  o f $3,250 m illion  in  th e  f irst q u a rte r  o f 1945 to  annu al 
ra te s  o f $1,200 m illion  d u rin g  th e  th ird  q u a rte r  an d  $40 m illion  in  
th e  fina l 3 m o n th s o f th e  year. E x p o rts  o f o th e r fin ished m an u fa c 
tu re s—m ain ly  m ach inery , vehicles, iro n  and  steel p roducts , an d  pe 
tro leum — reg istered  less sh a rp , th o u g h  su bs tan tia l, declines as de 
m and s fo r  w a r p ro du ctio n  an d  com bat reached  a m inim um . F in ish ed  
goods (in c lu d in g  m ilita ry  equ ipm en t) accounted fo r  only 50 pe rcen t 
o f to ta l recorded exports  in  th e  la s t q u a r te r  o f 1945, com pared  w ith  73 
pe rcen t in  th e  first q u a r te r  o f th e  year.

O n  th e  o th er  h a n d , ou r reco rded exports  o f foodstuffs, s tim u la ted  
by  th e  heavy re lie f  dem ands ab road , rose m arked ly , heavy sh ipm en ts 
o f w heat and  flour ($175 m illion  in  th e  la s t q u a rte r)  m ore th a n  com 
p e n sa tin g  fo r  reduced  ex ports  o f m eat a nd  d a iry  p roducts . N ev erthe 
less, th e  increase in  reco rded  food  ex ports  d u rin g  th e  la s t h a lf  o f  1945 
w as m ore  th a n  offset by  th e  decline  in  un reco rded  m ilita ry  food  s h ip 
m ents (from  ap p ro x im a te ly  $400 m illion  in  th e  first h a lf  o f th e  year  
to  about $250 m illion  d u rin g  th e  la s t 6 m o n th s) , as re lie f  respon sib ili 
ties  in  a ll except occupied areas w ere g ra d u a lly  sh if te d  to  U N R R A  or 
to  th e  governm en ts o f th e  coun tries concerned.

O th er no tew orthy  changes in  th e  com position o f ou r exports  in  th e  
la s t h a lf  o f 1945 w ere th e  increased sh ipm en ts o f co tton  an d  coal, also 
to  fill E u ro p e a n  re h a b ilita tio n  needs.

I m p o r t s  C o n t i n u e  N e a r  W a r t i m e  R a t e

T he  end  o f ho s tilities  h a d  no im m ed ia te  effects upo n  ou r recorded 
m erchand ise im ports . O n an  over-a ll basis, im po rts  in  th e  second 
h a lf  o f  1945 w ere only abou t $100 m illion  less th a n  in  th e  first h a lf . 
B eg in n ing  in  S ep tem ber and  con tinu in g  th ro u g h  D ecem ber, how ever, 
th e re  was a m odera te  decline, as some req u irem en ts o f a  s tr ic tly  w a r 
tim e n a tu re  w ere te rm in a ted  an d  com m odities req u ired  fo r  c iv ilian  use 
w ere n o t im m ed ia te ly  availab le. O u r im p o rts  o f d ire c t m ilita ry  equip 
m en t, fo r  exam ple, m ost of w hich  h a d  been su pp lied  by  C anada , fe ll
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fro m  $71 m illio n  in  th e  second q u a r te r  to  only  $7 m illion  d u r in g  th e  
fina l q u a r te r  o f 1945.

I n  c o n tra st w ith  th e  m odera te  decline in  reco rded  im p orts , th ere  
w as a  very  su bs ta n tia l red uction  in  goods acqu ired  ab road  By th e  G ov 
e rnm e n t b u t n o t im po rte d  in to  th e  U n ite d  S ta tes. G oods received as 
reA^erse lend-lease declined by  n e a rly  $800 m illion  in  th e  second h a lf  
o f  th e  year, re flecting  th e  p o s t-V J-d a y  te rm in a tio n  o f a ll  reverse  lend- 
lease except th a t  received fro m  th e  B ritis h  as an  offset a g a in s t U n ite d  
S ta te s  lend-lease  p ip e-line  sh ipm en ts. A lth o u g h  th e  decline in  re 
ceip ts o f reverse  lend-lease goods w as p a r t ly  com pensated  fo r  by  an  
increase in  m ilita ry  cash pu rchases fo r  m ain tenance  o f ou r oversea 
troops, th e re  w as an  over-a ll red uc tion  o f $700 m illion  in  th e  am ount 
o f goods acqu ired  ab road  by th e  G overnm ent an d  a  decrease of $600 
m illion  in  th e  to ta l va lue  o f m erchand ise  received th ro u g h  b o th  G ov 
e rn m en t a nd  p r iv a te  channels.

F ro m  a geograph ic  stan d p o in t, th e  m a jo r  change  in  ou r recorded 
“ im p o rts  fo llow ing  th e  end o f ho s tilities  w as th e  red uc tion  in  im po rts

fro m  C anada . Im p o rts  fro m  th a t  co un try  began a slow b u t s teady  
decline in  th e  sum m er o f 1945, m ain ly  as a  re su lt o f th e  sh a rp ly  reduced 
sh ipm en ts o f m ilita ry  e q u ip m e n t; by  D ecem ber o u r to ta l im po rts  from  
C anada  am oun ted  to  only  $71 m illion , com pared  w ith  $109 m illion  in  
A p ril . T h e  su b s ta n tia l red uc tion  in  ou r im p o rts  fro m  th e  20 L a tin -  
A m erican  R epublics (fro m  $155 m illion  in  A ug u st to  $102 m illion  in  
D ecem ber o f 1945) w as la rg e ly  accounted fo r  by  th e  decline in  sh ip 
m en ts o f C uban su g a r  fo llow ing  a heavy m ovem ent in  th e  earlie r 
p a r t  o f th e  ye ar  a n d  increased  alloca tions by  th e  C om bined F ood  B o ard  
to  coun tries o th e r th a n  th e  U n ite d  S ta tes.

P e rh a p s  m ore significant th a n  th e  decline in  sh ipm en ts o f C an ad ian  
a nd  L atin -A m erican  goods to  th e  U n ite d  S ta te s  w as th e  in it ia l  rev iva l 
o f im p o rts  fro m  libe ra ted  coun tries in  th e  F a r  E a s t ( th e  P h il ip p in e s, 
B r itis h  M alaya , and  th e  N e th e rlan d s In d ie s )  a nd  in  E urop e  (B elg ium  
a nd  th e  N e th e rla n d s) . S h ip m en ts fro m  th e  E u ro p e a n  n e u tra ls , seri 
ously cu r ta ile d  d u rin g  th e  Avar, also show ed a  m arked  recovery  d u rin g  
th e  la s t h a lf  o f  1945.

W ith  reference  to  th e  com m odity s tru c tu re  o f ou r im p o rt tra d e  in  
th e  m on th s fo llow ing  th e  end o f hos tilities , th e  sh a rp ly  reduced  
im po rts  o f m ilita ry  equipm en t have  a lrea d y  been m entioned . T h e  
ve ry  m odera te  rise  reco rded  fo r  im p o rts  o f o th er  fin ished m an u fa c 
tu res  w as accounted fo r  by  increased sh ipm en ts o f a v a rie ty  o f goods, 

'  in c lud in g  clocks a nd  w atches fro m  S w itze rla n d  a nd  cotton  a nd  Avoolen
m an u fac tu re s fro m  th e  U n ite d  K in gdo m  a nd  fro m  co n tinen ta l E urope . 
E x cep t fo r  foodstuffs, o th e r m a jo r economic classes of im p o rts  shoAved 
l i t t le  change  d u rin g  th e  second h a lf  o f 1945. M ain ly  because o f th e  
reduced sh ipm en ts o f C uban  sug ar, im po rts  o f foodstuffs Avere abou t 
$100 m illion  below  those d u r in g  th e  first  6 m on ths o f th e  year.

O u t l o o k

T he  p robable  effects o f W o rld  W a r  I I  upo n  th e  fu tu re  balance-of- 
paym en ts position  o f th e  U n ite d  S ta te s have  been discussed a t some 
le n g th  in  c h ap te r Y . S ince th e  overw helm ing  p o rtio n  o f paym en ts 
betw een th e  U n ite d  S ta te s and  o th er  coun tries stem s fro m  m erch an 
dise tra nsac tio n s, th e  d iscussion in  c h a p te r  V  applies p a r tic u la r ly  to  
fu tu re  U n ite d  S ta te s in te rn a tio n a l tr a d in g  re la tionsh ips.

4 7



E xp erience  d u r in g  1946 and  th e  first p a r t  o f 1947 ha s ind ica ted  the  
g re a t ex te n t to  w hich th e  re s t o f th e  w orld , especially  E urope , has 
been, an d  continues to  be, dependen t on A m erican  fa rm  p roducts , raw  
m a te ria ls , a n d  in d u s tr ia l equipm ent. I n  M ay 1947, reco rded U n ite d  
S ta te s ex ports  m oved a t  an  ann ua l ra te  o f $17.4 b illion , o r only very  
slig h tly  below th e  peak  w artim e ra te  of $17.5 b illion  reco rded  in  M ay 
1944. O n th e  o th er  hand , fo re ign  sho rtages caused by  w artim e  devas 
ta tio n  a n d  th e  m axim um  use o f a vailab le  supplies fo r  re lie f  an d  recon 
s tru c tio n  have  seriously  re s tr ic te d  th e  volum e o f goods availab le  fo r  
e x p o rt to  th e  U n ite d  S ta tes. O ur reco rded  im po rts  d u r in g  M arch  1947 
were, on an  a n n u a l basis, ab ou t $10.5 b illio n  below  o u r recorded 
exports . F o r  th e  m ost p a r t ,  th e  huge  ex p o rt su rp lus  w as being  
financed by  G overnm ent lo ng -term  cred its  a nd  by  specia l C ongres- 
s ional g ra n ts . P re se n t ind ica tion s a re  th a t  a id  w ill be req u ired  fo r  
some tim e to  come i f  o th e r  coun tries a re  to  o b ta in  even th e  m inim um  
am o u n t o f U n ite d  S ta te s  goods req u ired  to  feed th e ir  people  and  
res to re  th e ir  p rodu ctive  capacities . <

I n  th e  long ru n , o f course, U n ite d  S ta te s im po rts  m ust be increased 
considerab ly  in  o rd e r th a t  o th er  coun tries m ay earn  th e  do lla rs  neces 
sa ry  to  m eet th e ir  heavy debt ob liga tions to  us a nd  a t th e  same tim e 
con tinue  to  buy  th e  p rodu cts  th ey  need fo r  c u rre n t use. I f  incom es 
in  th is  co un try  con tinue  to  be m a in ta in ed  a t h ig h  levels, some increase 
in  im po rts  is certa in . A s dom estic m ateria ls , labo r, a nd  p roductive  
fac ilities  become d iverted  to  th e  p rodu ction  of goods w h ich  m ake pos 
sible a h ig h e r s ta n d a rd  o f liv ing  (as autom obiles in  th e  1920’s ) , o th er 
coun tries p resum ably  w ill be called  upon  to  su pp ly  th e  dem and  fo r  
m ore basic  ty pes of goods, such as raw  m ater ia ls  an d  foodstuffs.

T h is  developm ent w ould be consisten t w ith  th e  lo ng-ru n  tre n d  in  
U n ited  S ta te s im p o rts  w hereby  crude m ater ia ls  a nd  sem im anufac 
tu res  have  con stitu ted  a g row ing  po rtion , a nd  fin ished m an u fac tu re s 
a dec lin ing  share , o f ou r fo re ign  purchases. T h e  dep le tion  o f ou r 
n a tu ra l resources— especially  pe tro leum , copper, h igh -g rade  iron  ore, 
lead, a nd  zinc—w as g re a tly  accelerated  d u rin g  th e  w ar years. T h is  
fa c t fu r th e r  p o in ts  to  ou r in creasing  dependence u pon  fo re ign  sources 
of raw  m ateria ls . U ltim ate ly , th e  increase  in  such im p o rts  m ay moi’e 
th a n  com pensate fo r  th e  reduced  im po rts  o f those p rodu cts  fo r  w h ich  
substitu tes w ere developed d u rin g  the  w ar.

W h e th e r o r n o t ou r fu tu re  im p o rts  o f foodstuffs w ill show  any sub 
s ta n tia l increase  is  la rg e ly  dependen t on th e  ex ten t to  w hich h igh  
in d u s tr ia l  w ages w ill reduce ou r su pp ly  o f a g r ic u ltu ra l labo r, and  <■*
also upon  any  sh if ts  w hich  m ay occur in  ou r n a tio n a l food-consum p 
tio n  p a tte rn . Since th e  be g in n in g  o f th e  w ar, fo r  exam ple, th e re  has 
been a noticeable  increase in  coffee co n su m p tio n ; th e re  m ay be o th er 
developm ents w hich m ay cause an  increase  in  im p o rts  of some food  K
products .

A lth o u g h  over a long  pe rio d  of tim e, fin ished m an u fa c tu res  have  
constitu ted  a  dec lin ing  p o rtio n  o f ou r agg reg ate  fo re ign  purchases, 
th is  does n o t p rec lude  a su bs tan tia l increase  in  ou r im p o rts  o f th is  
ty pe  o f goods. T h e  w a r a nd  p os tw ar recon stru c tion  have  led  to  a m od 
e rn iza tion  o f in d u stries  in  m any  countries. I n  th e  n o t-to o -d istan t f u 
tu re , these  coun tries m ay become re la tiv e ly  b e tte r  equipped  to  su pp ly  
c er ta in  U n ite d  S ta te s dem ands fo r  fin ished p roducts . M oreover, h ig h  
dom estic incom es a re  associated w ith  heavy dem ands fo r  im po rte d  
specia lty  an d  lu x u ry -ty p e  goods, such as textiles , perfum es, jew elry ,
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and  ch inaw are . T h is  w ould allow  fo r  a. su bs tan tia l increase in  ou r 
im p o rts  fro m  E urope , w hich  in  th e  p a s t has been th e  m a jo r su pp ly  
source fo r  such item s, and  also from  o th er  coun tries w here  th e  su pp ly  
o f sk illed  labo r is a b u n d an t in  re la tio n  to  th e  su pp ly  o f raw  m ater ia ls  
a nd  c a p ita l equipm ent.

T he  am oun t o f do lla rs  m ade availab le  to  o th e r coun tries th ro u g h  
ou r m erchandise  im po rts  w ill also be de term ined , as in  th e  p a s t, by a 
num ber o f o th er  considerations. P a ra m o u n t am ong these  a re  the  
in te rn a tio n a l p o litica l outlook, ou r ta rif f  policies, th e  effectiveness of 
exchange res tr ic tio ns  and  o th e r tra d e  contro ls, th e  degree  to  w hich  
exchange ra tes  rep re sen t th e  ac tua l re la tive  values o f th e  va rio us m one 
ta ry  u n its , th e  s ta b ili ty  of exchange ra tes, an d  th e  ex ten t to  w hich  the  
p ro d u c tiv ity  o f th e  res t o f th e  w orld  can be res to red  an d  increased.

S hou ld  th e  U n ited  S ta tes  fa il to  m ake availab le  an in creasing  vol 
um e o f d o lla rs  th ro u g h  its  pu rchases ab road , o th er  coun tries w ill have 
no a lte rn a tiv e  b u t to  re in fo rce  the  res tr ic tio ns  w h ich  a lready  ham p er 
th e  free  flow o f w orld  tra d e . A m ong  th e  fo rem ost objectives of th e  
B re tto n  W oods in s titu tion s , th e  A ng lo -A m erican  F in a n c ia l A gree 
m en t, and  th e  p roposed In te rn a tio n a l T rad e  O rgan iza tion , how ever, is 
th e  p rom otio n  o f a h ig h  level o f w orld  tra d e  on a m u lti la te ra l basis 
by cooperative  in te rn a tio n a l ac tion  designed to  m inim ize th e  forces 
w hich  in the  p a s t have tended  to  p re ven t achievem ent o f th is  objective. 
M oreover, th e  nego tia tio n  o f rev ised U n ite d  S ta te s rec ip rocal tra d e  
ag reem en ts w hich  w ere discussed a t G eneva d u r in g  th e  sum m er of 
1947 w ill be a no th er  s tep  in  f a c ilita tin g  th e  exchange o f goods between 
the U n ite d  S ta te s and o th er  countries.

T h e  T r a n s p o r t a t i o n  A c c o u n t 2

T o  m eet th e  g re a t w artim e dem and fo r  sh ip p in g  lend-lease  and 
com m ercial goods overseas, an d  to fill th e  g ap  caused by A llied  sh ip 
p in g  losses, th e  A m erican  m erch an t m arin e  w as expanded by 1945 to 
m ore th a n  fo u r  tim es its  1939 size. T he  c arriag e  of a h ig h  p ro p o rtio n  
o f m ilita ry  equipm en t a n d  o th e r fin ished m an u fac tu re s (re q u irin g  
m ore space p e r  to n  th a n  low -value goods) in  a d d it io n  to  o th er  w artim e 
services taxes th e  cap ac ity  o f th e  m erch an t fleet, p a r tic u la r ly  a f te r  
1942. _

R is in g  ra tes  resu lted  in  h ig h  f re ig h t revenues. F re ig h t earned  by 
A m erican  op e ra to rs  on lend-lease goods, th ou gh  p a id  by  the  U nited  
S ta te s G overnm en t r a th e r  th a n  by  th e  fo re ign  rec ip ien ts, w as neve r 
theless tre a te d  as a rece ip t in  th e  tra n sp o rta tio n  account o f th e  balance 
of paym en ts b u t w as equally  offset in  th e  u n ila te ra l account. C alcu 
la ted  earn in gs on lend-lease cargo  th u s  sw elled th e  to ta l tra n sp o rta tio n  
rece ip ts , w hich  rose sh a rp ly  fro m  $403 m illion  in  1940 to  $689 m illion  
in  1942, a n d  $1,309 m illion  in  1945.

T o ta l tra n sp o rta tio n  paym en ts to  fo re ign  coun tries fe ll fro m  $334 
m illion  in  1940 to $263 m illion  in  1942, a nd  rose to  $420 m illion  in  1945. 
T he  decline in  th e  ear lie r  years  w as due  m ain ly  to  th e  decrease in  ocean- 
f re ig h t paym en ts w hich  accom panied th e  sh a rp  d rop  in  th e  tonnage 
o f ocean-borne im po rts  c arrie d  by  fo re ign  vessels. T h e  increase in  th e  
1942-45 period  w as th e  re su lt p r im a rily  o f ra p id ly  r is in g  p o r t  expendi-

2 T h e  t r a n s p o r t a t i o n  a c c o u n t  w a s  t h e  r e s p o n s ib i l i t y  o f  J o h n  S . S m i th  u n t i l  h e  w a s  
s u c c e e d e d  in  S e p te m b e r  1 9 4 6  b y  R o c k w o o d  Q. P .  C h i n ; A r n o ld  B . P a y n e  a s s i s t e d  in  
p r e p a r i n g  t h e  e s t im a te s .
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lu res  of A m erican  sh ips in  fo re ign  p o rts  (in c lu d in g  reverse  lend-lease 
p o r t e x p e n d itu re s ) .

E x c lu d in g  transac tio n s fo r  w hich  no paym en ts w ere m ade, cash re 
ce ip ts rose m odera te ly  from  $403 m illion  in  1940 to  $670 m illion  in  1945, 
w hile cash paym en ts over th e  sam e pe rio d  d ropp ed  from  $334 m illion  
to  $285%nilIion. N e t cash rece ip ts  th u s rose fro m  $69 m illion  in  1940 
to  $385 m illion  in  1945. T hese  n e t rece ip ts  rep resen ted  a  rev ersa l fro m  
th e  p re w a r tre n d  of n e t paym en ts, w hich av eraged  $85 m illion  in  the 
1936-38 period.

C o m p ositio n  o f  th e  T ra n s p o r ta t io n  A ccoun t
In te rn a tio n a l tra n sp o rta t io n  service item s in  th e  U n ite d  S ta te s 

ba lance o f paym en ts consist o f rece ip ts  a nd  paym en ts on th e  ocean, 
G rea t L akes, a ir, and  ra i l  accounts (see ap pe nd ix  B , tab le  I ) . R eceipts 
inc lude  earn in gs  by  U n ite d  S ta te s c a rr ie rs  on f re ig h t expo rte d  to  o r 
ca rried  betw een fo re ig n  coun tries, expe nd itu res  o f fo re ign  c a rr ie rs  in  
U n ite d  S ta te s te r r i to ry , fa re s  p a id  by  fo re ign  passengers on A m erican  
sh ips o r a ir  lines, a nd  c er ta in  earn in gs th ro u g h  ra i l  operations. P a y 
m ents inc lude  f re ig h t earn in gs  by  fo re ig n  ca rrie rs  on goods im p orted  
by th e  U n ite d  S ta te s, expend itu res o f U n ite d  S ta te s c a rrie rs  abroad, 
fa re s p a id  by  A m ericans tra v e lin g  on fo re ig n  sh ips o r a ir  lines, and  
certa in  ra i l  paym en ts. C h a r t 13 shows th e  m ag n itu de  and  v a ria tio n s  
o f th e  m a jo r com ponent p a r ts  o f the  tra n s p o r ta t io n  account.

E a rn in g s  in  th e  ocean account a re  by f a r  th e  m ost im p o rta n t source 
of tra n sp o rta tio n  rece ip ts  a n d  paym en ts in  th e  U n ite d  S ta tes  balance 
o f paym en ts. T h e  size o f ocean f re ig h t earn in gs is  de term in ed  by 
th re e  p r in c ip a l fac to rs—th e  to nnage  an d  com m odity  com position  o f 
expo rts  a nd  im po rts , th e  p ro p o rtio n  o f tra d e  c a rr ie d  in  U n ite d  S ta tes 
vessels, an d  th e  level o f f re ig h t ra tes. *

W a rtim e  E x p a n s io n  o f  th e  U n ited  S ta tes M e rc h a n t M arin e
D u rin g  th e  decade 1930-39 th e  A m erican  fleet accounted fo r, on th e  

average, 15.2 pe rcen t o f th e  w orld ’s gross to nnage  of oceangoing 
sh ip p ing .3 B etw een 1939 and  1945, w hile th e  m erch an t fleet tonnage  
o f th e  o ther p r in c ip a l m arit im e  coun tries gene ra lly  declined, th e  
U n ite d  S ta te s tonnage  expanded  fro m  8.7 m illion  gross tons to  36.2 
m illion . T hese  tonnages rep resen ted  14.4 pe rcen t a nd  52.2 pe rcen t 
o f th e  w orld  to ta ls , as seen in  tab le  8.

Tabl e 8.—M ercha n t tonnage o f p rinc ip a l m a r itim e  countries, 1939 an d  19//51
[In  m illions  o f gross tons]

C o u n try J u n e  30, 
1939

J u n e  30, 
1945

C o u n try J u n e  30, 
1939

J u n e  30, 
1945

8 .7 3G.2 2 .7 1.1
18.8 15.8 10. G 8 .8

.

4. G 2.8 60.6 69.3
G e rm a n y ................................. 4 .0 1.1 U n ite d  S ta te s  p erc en t

3. 2 .4 14.4 52.2
N e th e r la n d s ________ _____ 2 .7 1.6

1 Vessels of 1,000 gross to n s  o r over. U n ite d  S ta tes -ow ned  to nna ge  u n d e r  lend -lease is re p o rte d  as p a r t  of 
th e  to n na ge  of th e  c ou n trie s o p e ra tin g  it .

Source: C arlson , K . E . ,  a n d  L y tz e n , G ., P o s tw a r S h ipp ing , F o re ign  C om m erce  W eek ly , F e b . 2 3 ,194G, 
p . 4 (U . S. D e p a r tm e n t of C om m erce  period ica l).

3 V e s s e ls  o f  1 0 0  g r o s s  t o n s  o r  o v e r . (A  g r o s s  t o n  i s  a  c a p a c i t y  m e a s u r e m e n t— 1 0 0  c u b ic  
f e e t  e q u iv a l e n t  to  1 to n — o f  e n c lo s e d  s h ip p in g  s p a c e  a v a i l a b l e  f o r  c a rg o ,  s to r e s ,_ p a s s e n g e r s ,  
c r e w , p r o p e l l i n g  m a c h in e r y ,  a n d  n a v ig a t i o n  s p a c e s . )  S e e  L e a g u e  o f  N a t io n s ,  W o r ld  
E c o n o m ic  S u r v e y ,  1 9 3 9 - 4 1 ,  G e n e v a , 1 9 4 1 , p . 2 4 5  ; a n d  T h e  P o s t w a r  O u t lo o k  f o r  A m e r ic a n  
S h ip p in g  ( a  r e p o r t  s u b m i t t e d  to  t h e  U n i te d  S t a t e s  M a r i t im e  C o m m is s io n  b y  t h e  P o s t w a r  
P l a n n i n g  C o m m it te e )  J u n e  1 5 , 1 9 4 6 , p . 1 0 7 , A n n e x  C.
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C h a r t  1 3
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«4

TRANSPORTATION ACCOUNT:

TOTAL AND GASH TRANSACTIONS, 1 9 4 0 - 4 5

T O T A L  T R A N S A C T I O N S  

MILLIONS OF DOLLARS
C A S H  T R A N S A C T I O N S

MILLIONS OF DOLLARS
6 0 0

4 0 0

200

0

1 4 0 0

1,200

1 ,0 0 0

8 0 0

eoo

4 0 0

200

R E C E IP T S

P A S S E N G E R  F A R E S

R A I L  R E C E IP T S

R E C E IP T S

P A S S E N G E R

, 4 0 0

1 ,2 0 0

,000

8 0 0

1 9 4 0  41 4 2  4 3  4 4  4 5  1 9 4 0  41 4 2  4 3  4 4  4 5

4 7 - 2 9 9

N o t e .— F r e i g h t  a n d  p o r t  e x p e n d i t u r e  i t e m s  a r e  p r e d o m i n a n t l y  o n  o c e a n  a c 
c o u n t ,  b u t  i n c l u d e  s m a l l  s u m s  f o r  t r a n s a c t i o n s  r e s u l t i n g  f r o m  G r e a t  L a k e s  a n d  

a i r  t r a n s p o r t a t i o n .  R a i l  r e c e i p t s  a n d  p a y m e n t s  r e f e r  t o  f r e i g h t  o n l y .  P a s s e n 
g e r  f a r e s  i n c l u d e  o c e a n  a n d  a i r ,  b u t  n o t  G r e a t  L a k e s  a n d  r a i l ,  w h i c h  a r e  

i n c o r p o r a t e d  i n  t h e  t r a v e l  e s t i m a t e s .
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M ore th a n  h a lf  o f th e  A m erican  fleet in  the  recen t w a r w as engaged 
in  tra n sp o rtin g  m ilita ry  cargo  fo r  th e  A rm y  a nd  N avy.4 A s th e  
volum e o f a ll  ty pes of sh ipm en ts expanded , sho rtages o f space devel
oped, accen tuated  in  1942 a nd  1943 by  A m erican  losses a nd  losses of 
fo re ign  fleets h ith e rto  active  in  c a rry in g  U n ite d  S ta te s tra d e .5 T he  
lim ited  a va ila b il ity  o f sh ip p in g  space w as a m a jo r considera tion  d e te r 
m in in g  th e  volume a nd  d irec tion  o f th e  flow o f tra d e . S h ip p in g  w as 
d iverted  to  im p o rta n t w a r areas an d  used fo r  services essential to  th e  
w a r effort. W herever possible, supplies fo r  th e  a rm ed  forces w ere p u r 
chased fro m  nearby  fo re ign  sources. E conom izing  o f sh ip p in g  space 
w as also ev ident in  such m easures as heavy load ing , suppression o f non- 
essential traffic, re so rt to  de hy d ra tio n  a nd  com pression o f foods, and  
th e  lend-lease e x p o rt of foodstuffs fro m  th e  U n ite d  S ta te s to  rep lace  a 
p a r t  of th e  u sual B ritis h  pu rchase  o f foodstuffs fro m  m ore d is ta n t 
countries, such a s A u s tra l ia  a nd  A rge n tina .

T r a d e  T o n n a g e  a n d  C o m m o d i t y  C o m p o s i t i o n

T h e  ocean-borne cargo  tonnage  o f U n ite d  S ta te s ex ports  in  th e  w ar 
years 1942-45 averaged  only  10 p ercen t h ig h e r th a n  th e  corresponding- 
tonnage  in  th e  p re w ar years 1936-39, desp ite  th e  sp ectacu lar increase 
in  va lue  o f exports  d u rin g  th e  w ar. E x p o r t tonnages a nd  values fo r  
the  tw o periods a re  show n in  ta b le  9.

Tabl e 9.— Average, an nu a l tonnage, value, an d va lu e  per  to n  o f U n ited  S ta tes  
ocean-dome exports , 1936-39 and 191/2-45

I te m 1936-39 1942-45

Q u a n ti ty ____ ____ ____________
V alue:

.......... . ........................ m illion  long  to n s . . 41.1 45.1

2,758 
67

9,339
P e r  to n ______________ ____ ...... ..................... . ............. ........... d o l la r s . . 207

H ig h e r  ex p o rt p rices in  g e n e ra l6 p a r t ly  ex p la in  th is  phenom enon, 
b u t o f f a r  g re a te r  im portance  w as the  change in  the  com m odity com po 
s itio n  of exports . T he  w artim e  s h if t  to  a g re a te r  p ro p o rtio n  o f m anu 
fac tu re d  goods resu lted  in  increased e x p o rt values w ith o u t correspond 
in g  changes in  overall w eight. I n  1938, fin ished m an ufac tu res w ere 
on ly  50 pe rcen t o f th e  va lue  of to ta l U n ite d  S ta te s e x p o r ts ; in  1940, 
60 pe rcen t; a nd  in  1942-45, close to  75 pe rcen t on th e  average. L end- 
lease exports , w hich  accounted fo r  a la rg e  po rtio n  of these  fin ished 
m an u fac tu re s, h a d  a  m uch g re a te r  va lue  pe r ton  th a n  com m ercial 
exports  because th ey  consisted  m ain ly  o f m ilita ry  equipm en t a nd  su p 
p lies, in d u s tr ia l equipm ent a n d  com m odities, a nd  m un itions.

A lth o u g h  th e  to ta l w e igh t o f expo rts  in  1942-45 w as n o t s ign ifican tly  
la rg e r  th a n  in  1936-39, an  increase  in  fre ig h t-p a y a b le  to n s 7 accom 
pa n ied  th e  increase  in  th e  ra tio  o f fin ished m an u fa c tu rers  to  to ta l 
va lue  o f exports .

4 T h e  U n i te d  S t a t e s  M e r c h a n t  M a r in e  a t  W a r .  R e p o r t  o f  t h e  W a r  S h ip p in g  A d m i n i s t r a t o r  
to  t h e  P r e s id e n t ,  W a s h in g to n ,  J a n u a r y  1 5 , 1 9 4 6 , p p . 1 8 - 1 9 .  F r e i g h t  o n  s h ip m e n ts  to  t h e  
a r m e d  f o r c e s  d o e s  n o t  e n t e r  t h e  b a la n c e  o f  i n t e r n a t i o n a l  p a y m e n ts .

5 B y  t h e  e n d  o f  1 9 4 3 , t h e  U n i te d  S t a t e s  h a d  l o s t  3 .3  m i l l io n  g r o s s  t o n s  o f  s h ip p in g ,  a n d  
t h e  U n i te d  K in g d o m , 1 1 .6  m i l l io n .

6 A c c o r d in g  to  t h e  D e p a r tm e n t  o f  C o m m e rc e  m o n t h ly  u n i t - v a l n e  in d e x  f o r  e x p o r t s  (b y  a l l  
f o r m s  o f  t r a n s p o r t a t i o n ) ,  t h e  a v e r a g e  m o n th ly  in d e x  in  1 9 4 2 - 4 5  w a s  1 .5 4  t i m e s  t h a t  in  
1 9 3 6 - 3 9 .

7 F r e ig h t - p a y a b l e  t o n n a g e  t a k e s  i n to  a c c o u n t  t h e  s p a c e  o c c u p ie d  b y  a  c o m m o d i ty ,  o r  i t s  
s to w a g e  f a c t o r .  R a te s  a r e  o f te n  q u o te d  ( a )  b y  to n  r a t e s  w / m — w e ig h t  o f , g e n e r a l l y ,  2 ,2 4 0  
p o u n d s  o r  m e a s u r e  o f  4 0  c u b ic  f e e t ; o r  (b )  b y  c e n t s  p e r  c u b ic  f o o t  o r  c e n t s  p e r  1 0 0  p o u n d s  
( a l s o  a  w e i g h t  o r  m e a s u r e  q u o t a t i o n ) .  T h e  o p e r a t o r  h a s  t h e  o p t io n  t o  c h a r g e  w h ic h e v e r  
r a t e  y ie ld s  t h e  g r e a t e r  r e v e n u e .  I n  t h e  c a s e  o f  a n  a u to m o b i le ,  w h ic h  u s u a l l y  o c c u p ie s  a t  
l e a s t  2 5 0  c u b ic  f e e t  p e r  to n  o f  w e ig h t ,  t h e  c h a r g e  w o u ld  b e  a b o u t  s ix  t im e s  t h e  r a t e  n o r 
m a l ly  c h a r g e d  o n  s o m e  c o m m o d i ty  o c c u p y in g  4 0  c u b ic  f e e t  p e r  to n  o r  l e s s .
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T h e  p rac tice  of assessm ent of fre ig h t charges acco rd ing  to  space 
r a th e r  th a n  w eigh t, in  th e  case o f goods occupying m ore  th a n  40 
cubic fee t p e r  ton , is a m ore im p o rta n t reason  th a n  increased  f re ig h t 
ra te s  (see below ) fo r  th e  sh a rp  increase in  gross fre ig h t earn in gs 
d u r in g  th e  w ar.

T h e  to nnage  o f ocean-borne im po rts  declined som ew hat d u r in g  
1942-45, com pared w ith  th e  years 1936-39, w hile  th e  va lue  o f these  
im p o rts  rose. Im p o r t  tonnages a nd  values fo r  th e  tw o period s a p 
p e a r  in  ta b le  10.

Tabl e 10.—Averag e  a n nu a l tonnage, value, an d va lu e  per to n  o f Un ited  S ta te s  
ocean-borne im ports , 1936-39 and 191/2-45

I te m 1936-39 1942-45

....... . ............................m illio n  long to n s . . 33.7 28.8
V alue:

T o ta l 2,054 
61

2,502 
87P e r  to n ________ ____ ____ ____ _____ __________ _____ d o lla rs ..

T he  increase  in  va lue  p e r  ton  w as f a r  less fo r  im p o rts  th a n  fo r  
exports , an d  is accounted fo r  la rg e ly  by  th e  increased  p rices o f im 
p o r t s 8 ra th e r  th a n  by any m a jo r s h if t  in  th e ir  com m odity  com po 
s ition.

W ith in  th e  1940-45 period , th e  fluc tua tions in  th e  va lue  p e r  to n  
o f ocean-borne exports , ow ing  to  ch an g in g  com m odity com position, 
w ere in  c o n tra st w ith  th e  re la tive  s ta b ili ty  in  va lue  p e r  to n  o f im ports . 
E x p o r t  va lues pe r to n  rose fro m  $82 in  1940 to  $107 in  1941, reached  
a peak  o f $257 in  1943, th en  fe ll to  $241 in  1944 a nd  $156 in  1945; 
w hile im p o rt va lues p e r  to n  o f $60 and  $59 in  1940 a n d  1941, respec 
tive ly , rose to  $84 in  1942 an d  changed  ve ry  li t t le  th e re a fte r . 
P ro p o r tio n  o f S h ip p in g  C a rr ie d  by  A m eric an  V essels

T h e  expansion o f th e  U n ite d  S ta te s m erch an t m arin e  an d  th e  con 
tra c tio n  o f fo re ign  fleets in  the  w ar years w ere reflected in  th e  in 
c reasing  p ro p o rtio n  of cargo  carrie d  by A m erican  vessels. T h is  p ro 
p o rtio n  w as h ig h e r th a n  a t any  tim e since th e  C ivil W ar, w hen A m eri 
can  c lip p er  sh ips lo s t th e ir  suprem acy. F ro m  1942 th ro u g h  1945 
A m erican  vessels c arried  a y ear ly  average  o f 52 percen t of to ta l ex po rt 
to nn age  and  75 pe rcen t o f to ta l im p o rt tonnage. C h a r t 14 shows th e  
percen tage o f U n ite d  S ta tes  ocean-borne im po rts  and  exports , respec 
tive ly , carrie d  by  A m erican  vessels (d ry  cargo, ta n k e r, and  to ta l)  in  
each y e a r o f th e  decade 1936—45.9

I n  1936-39 th e  average  y e a rly  shares o f A m erican  vessels in  th e  to ta l, 
20 pe rcen t o f expo rts  a n d  34 pe rcen t o f im p orts , w ere abou t on e -th ird  
low er th a n  th e  co rrespond ing  averages o f 29 a nd  48 pe rcen t fo r  th e  
15-year period , 1921-35. T he  1940-41 average  percen tages o f 24 an d  
47 fo r  expo rts  a nd  im ports , respective ly  (except fo r  th e  ra p id  rise  in  
th e  A m erican  sh are  o f d ry  cargo  im p o r ts ) , d id  n o t increase su bs tan 
t ia l ly  above th e  1936-39 averages, la rg e ly  because o f p rov isions in  th e  
U nited  S ta te s N e u tra lity  A c t o f N ovem ber 1939 w hich p roh ib ited  
jou rneys by  A m erican  vessels to  com bat a reas.

8 A c c o r d i n g  t o  t h e  D e p a r t m e n t  o f  C o m m e r c e  m o n t h l y  u n i t - v a l u e  i n d e x  o f  i m p o r t s  f o r  
c o n s u m p t i o n  ( b y  a l l  f o r m s  o f  t r a n s p o r t a t i o n ) ,  t h e  a v e r a g e  m o n t h l y  i n d e x  i n  1 9 4 2 - 4 5  w a s  
1 . 4 5  t i m e s  t h a t  i n  1 9 3 6 - 3 9 .

9 S i m i l a r  d a t a  f o r  W o r l d  W a r  I  a r e  l a c k i n g .  F o r  t h e  p e r i o d  J u l y  1 ,  1 9 1 5 ,  t o  D e c e m b e r  
3 1 ,  1 9 2 0 ,  A m e r i c a n  v e s s e l s  i n  f o r e i g n  t r a d e  a c c o u n t e d  f o r  a  y e a r l y  a v e r a g e  o f  4 2  p e r c e n t  
o f  t h e  t o t a l  n e t  t o n s  o f  s h i p p i n g  e n t e r e d  w i t h  c a r g o  a t  U n i t e d  S t a t e s  s e a p o r t s ,  a n d  3 1  
p e r c e n t  o f  n e t  t o n s  c l e a r e d .  T h e  c o r r e s p o n d i n g  p e r c e n t a g e s  f o r  t h e  y e a r s  1 9 4 2  t h r o u g h  
1 9 4 5  a v e r a g e d  5 9  i n  e a c h  c a s e .
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C iia r t 1 4

PROPORTION OF O C E A N -B O R N E  IM P O R T S  A N D  

EXPORTS CARRIED IN U N I T E D  S T A T E S  

VESSELS, 1936-45 ( D R Y  C A R G O , T A N K E R ,  A N D  T O T A L ) .

P E R C E N T

N O T E .  F O R  D E F I N I T I O N  O F  U N I T E D  S T A T E S  V E S S E L S  S E E  A P P E N D I X  B . 

S O U R C E  O F  D A T A : U . S . M A R  IT IM E  C O M M IS S IO N  A N D  W A R  S H IP P IN G  A D M IN IS T R A T IO N .

T h e  B eh a v io r o f  F re ig h t R ates

O cean f re ig h t  ra tes  rose  sh a rp ly  a f te r  th e  ou tb reak  o f w ar, a lth ou gh  
th e  rise  w as lim ited  by  va rio us A llie d  contro ls , especially  A m erican  
an d  B ritish . T h e  degree o f f luc tua tion  w as n o t u n ifo rm  fo r  d ifferen t 
com m odities a nd  routes, a nd  w as g re a te r  fo r  c h a r te r  th a n  conference 
ra tes. O n  c er ta in  ex ports  fro m  U n ite d  S ta te s  A tla n tic  p o rts  to  th e  
U n ite d  K ingdom , such  as genera l cargo , m ach inery , iro n  a nd  steel, 
a nd  lea th e r, conference ra te s  in  N ovem ber 1939 w ere on ly  50 percen t 
above p rew ar, a nd  rem ained  a t  th is  level u n til  N ovem ber 1940, w hen
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a n o th e r  m odera te  u p w a rd  a d ju s tm en t w as m ade. R ates  on a u to 
m obiles (unboxed) an d  prov isions, how ever, increased  by  150 pe rcen t 
betw een J u ly  1939 and  A p r il  1940; on co tton , 200 p e rc e n t; a n d  on to 
bacco (ca se s) , 277 percen t. I n  th e  sam e pe riod , th e  increases in  ra te s  
fro m  A tla n tic  p o rts  to  A n tw erp  w ere 706 pe rcen t on autom obiles, 185 
pe rcen t on provisions, a n d  329 pe rcen t on tobacco. B y  D ecem ber 
1940, acco rd ing  to  a L eague o f N a tions study , th e  w orld  f re ig h t level 
h a d  risen  to  ap p rox im ate ly  five tim es th e  A u g u st 1939 level.10

I n  genera l, ra te s  reached  a peak  in  1943, th e n  ta p e re d  oif s ligh tly  
in  1944 a nd  1945. A v ailab le  d a ta  in d ica te  th a t  i f  th e  ra te s  p re v a ilin g  
in  1943 h a d  ob tained  in  1940 (w hen  ra te s  w ere  a lrea d y  f a r  above p re 
w a r le v e ls ) , th e  f re ig h t b ill in  1940 w ould  have  been m ore th a n  40 

-K pe rcen t h ig h e r  th a n  i t  a c tu a lly  was. T he  effective ra te  on exports ,
o r average  earn in gs  p e r  to n  o f w eigh t, m ore th a n  doubled  fro m  1940 
to  1943. A s m entioned  p rev iously , a su bs ta n tia l p a r t  o f  th is  rise  w as 
a ttr ib u ta b le  to  th e  effect o f th e  change  in  th e  n a tu re  o f com m odities 

* exported . O n  th e  o th er  h a n d , th e  increase o f only abou t 45 pe rcen t in
th e  effective ra te  on im po rts  d u r in g  th e  sam e pe rio d  resu lted  from  
ra te  increases alone, w ith o u t m uch  change  in  th e  com m odity  com po 
s itio n  o f im ports .

P o r t  E x p e n d itu re s  a n d  P a sse n g e r  F a re s

P o r t  expend itu res a re  an  im p o rta n t p a r t  o f  th e  ocean tra n sp o rta t io n  
account. T h e y  consist o f ou tlays by  fo re ign  vessels in  th e  U n ite d  
S ta te s  a nd  by  U n ite d  S ta te s  vessels ab ro ad  fo r  s tevedoring , p rov isio n 
ing , m ain tenance  and  re p a irs , agency com m issions, w h a rfa g e  and  
dockage, a nd  o th er  p o r t  expenses. T he y  v a ry  w ith  th e  cost o f  such  
services a n d  w ith  th e  cargo tonnage  m oved. W hile  to ta l earn in gs by 
fo re ig n  vessels engaged  in  tr a d e  w ith  th e  U n ite d  S ta te s  fluc tua ted  
l i t t le  d u r in g  th e  1940-45 pe riod , p o rt-e x p e n d itu re  rece ip ts  by  th e  
U n ite d  S ta te s rem ained  fa ir ly  stab le , av erag in g  abou t $214 m illion  
p e r  year. T h e  t re n d  o f A m erican  vessel expe nd itu res in  fo re ig n  po rts , 
on th e  o th e r h a n d  pa ra lle led  th e  increase  in  gross revenues earned  
by  A m erican  vessels, a n d  rose  fro m  $52 m illion  in  1940 to  $242 m il 
lion  in  1945.

R eceip ts  a n d  paym en ts fo r  th e  c a rria g e  o f ocean passengers show ed 
a  n a tu ra l  decline d u r in g  th e  w a r years, p a r tic u la r ly  fro m  1942 th ro u g h  
1944, w hen th e  scarc ity  a n d  in secu rity  o f accom m odations d ra stic a lly  
reduced  th e  num ber o f ocean passengers. I n  1945 th e re  w as a m arked  

'  recovery to  $14 m illion  on th e  rece ip ts  side, b u t paym en ts o f $6.4 m il 
lion  to  fo re ign  steam sh ip  lines w ere only  s lig h tly  m ore  th a n  one-ten th  
o f th e  paym en ts in  1939.

j  U n ila te ra l T ra n s fe r s  o f  S h ip p in g  Serv ices

T he  ocean tra n sp o rta t io n  accoun t reco rds a ll  sh ip p in g  tra nsac tio n s 
betw een th e  U n ite d  S ta te s  an d  fo re ign  coun tries, w h e th e r p a id  fo r 
o r not. T h e  la rg e r  p a r t  o f th e  f re ig h t on U n ited  S ta te s expo rts  in  
dom estic-flag vessels d u r in g  th e  w ar w as fu rn ish ed  u n d e r lend-lease 
w ith o u t th e  necessity  o f paym en t. F u rth e rm o re , th e  vessels o f coun 
tr ie s  elig ible fo r  lend-lease  a id  received a p a r t  o f th e ir  p o r t  expend i 
tu re s in  th e  U n ite d  S ta te s  u n d e r lend-lease. I n  re tu rn , a p o rtio n  o f

10 S e e  L e a s e  o f  N a t i o n s ,  W o r l d  E c o n o m i c  S u r v e y ,  1 9 3 9 - 4 1 ,  G e n e v a ,  1 9 4 1 ,  p .  2 5 8  ; S a n d e r 
s o n ,  A .  E . ,  W a r t i m e  C o n t r o l  o f  O c e a n  F r e i g h t  R a t e s  i n  F o r e i g n  T r a d e ,  W a s h i n g t o n ,  1 9 4 0 ,  
p p .  9 - 1 2  ( U .  S .  D e p a r t m e n t  o f  C o m m e r c e ,  T r a d e  P r o m o t i o n  S e r i e s  N o .  2 1 2 )  ; Z e i s ,  P .  M . ,  
D o m e s t i c  T r a n s p o r t a t i o n  ( U .  S .  D e p a r t m e n t  o f  C o m m e r c e ,  I n d u s t r y  R e p o r t ,  W a s h i n g t o n ,  
A p r i l - M a y  1 9 4 0 ,  a n d  c o n f e r e n c e  r a t e s  o n  f i l e  w i t h  t h e  U n i t e d  S t a t e s  M a r i t i m e  C o m m i s s i o n .
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th e  expe nd itu res  o f A m erican  vessels ab ro ad  w as p a id  fo r  by  local 
a u th o ritie s  un d er  rec ip rocal a id  o r reverse  lend-lease. T hese lend- 
lease item s are  en tered  in  th e  tra n sp o rta tio n  account as i f  paym en t 
ac tua lly  h a d  been m ade o r received. T he y  a re  fu lly  offset, how ever, 
by  a p p ro p r ia te  en tries in  th e  u n ila te ra l account. T h e  size a nd  sig 
nificance o f these u n ila te ra l tra n s fe rs  in  1944 a re  il lu s tra te d  in  tab le  
1 1 .

Tabl e 11.—Ocean tra n spo rta tion : R ece ip ts  and pa ym en ts , 19-i4 

[ I n  m i l l i o n s  o f  d o lla r s ]

I te m R ec eip ts P a y m e n ts

O cean  f re ig h t- ---------- ------------------------------------------------------------------ 979.4
3 .2

214.3

1,196.9

686. 5 
143.6

366.8

105.7
3.7

226.5

335.9

P o r t  ex p e n d itu re s --------------- --------- ----------- ----------------------------- ------

130.0

205.9

O th e r  T ra n s p o r ta t io n  A ccoun t Ite m s

T here  w as a gene ra l u p w a rd  tre n d  o f f re ig h t earn in gs on G reat 
L akes tra n sp o rta tio n  betw een 1940 an d  1944. U n ite d  S ta te s rece ip ts 
increased p r im a rily  because U n ite d  S ta te s vessels c arried  an  increasing  
p ro p o rtio n  o f th e  g ra d u a lly  r is in g  to ta l ton nage  o f expo rts  to  C anada  
v ia  th e  G rea t L akes b u t also because of la rg e r  p o r t expend itu res by 
C an ad ian  vessels on th e  U n ite d  S ta te s side. P ay m en ts increased  be 
cause p o r t expend itu res rose, too, in  th e  case o f A m erican  vessels in  
C anada  and  because th e  increase  in  tonnage  of im po rts  fro m  C anada  
m ore th a n  coun terbalanced  th e  decrease in  th e  sh are  ca rried  by  C a 
n a d ia n  vessels. R eceip ts a nd  paym en ts in  1945 declined m ain ly  be 
cause o f a  decrease in  ex po rt and  im p o rt to nnage  carr ied . T o ta l 
rece ip ts  in  th e  G rea t L akes accoun t o f $47 m illion  d u r in g  1940-45 
ap prox im ate ly  ba lanced th e  $41 m illion  in  paym ents.

E x p o rts  com prised  m ain ly  b itum inous coal, iron  ore, and  crude  
pe tro leum ; im po rts  com prised m ain ly  g ra in s, pu lpw ood  an d  chips, 
iron  ore, an d  crushed stone. T he  stab le  com position o f b u lk  com m od 
i ty  exports  an d  im p orts , com bined w ith  adequate  tra n sp o rta tio n  and  
excellen t te rm in a l f a c il i t ie s 11 accounted fo r  th e  re la tiv e  steadiness an d  ,
low level o f fre ig h t ra tes  on th e  G rea t Lakes.

D u rin g  th e  w ar, ra i l  f re ig h t increased gene ra lly  in  th e  U n ite d  S ta tes, 
ow ing to  th e  decline o f coastw ise sh ip p in g  and  h ighw ay  tra n sp o rta tio n  
fac ilities . I n  th e  ra i l  account, th e  increased  earn in gs fo r  c a rria g e  of v-
heav ier in - tra n s it  traffic by  ra i l  to  a nd  fro m  C anad a  a nd  M exico, r e 
spectively, w ere m ain ly  responsible fo r  th e  increase  on th e  rece ip ts  side. 
M o un ting  expend itu res by  U n ite d  S ta tes  ra ilro a d s  o p e ra tin g  in  C an 
ad a  an d  earn in gs by  C an ad ian  ra ilro a d s  c a rry in g  U n ite d  S ta te s goods 
in  tr a n s i t  across C anada  accounted fo r  th e  increase on th e  paym en ts 
side. F o r  th e  1940-45 period , to ta l rece ipts  were $341 m illion , a gainst 
to ta l paym en ts o f $196 m illion. O n balance, th is  account show ed net 11

11 G r e a t  L a k e s  s h i p p i n g  f a c i l i t i e s  r e m a i n e d  i n  p r i v a t e  o p e r a t i o n s  d u r i n g  t h e  w a r ,  e x c e p t  
f o r  a  n u m b e r  o f  l a r g e  U n i t e d  S t a t e s  ( a n d  C a n a d i a n )  m e r c h a n t  v e s s e l s  w h i c h  w e r e  t r a n s 
f e r r e d  f r o m  t h e  G r e a t  L a k e s  t o  t h e  A t l a n t i c  O c e a n .  S e r v i c e  b y  p a c k a g e  f r e i g h t  v e s s e l s ,  
w h i c h  w e r e  p u r c h a s e d  o r  r e q u i s i t i o n e d  b y  t h e  U .  S .  G o v e r n m e n t ,  w a s  d i s c o n t i n u e d  o n  t h e  
G r e a t  L a k e s .
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rece ip ts  d u r in g  th e  w a r years in  c o n tra s t w ith  n e t paym en ts each 
ye ar  fro m  1919 th ro u g h  1939.

A ir  tra n sp o rta tio n  d u r in g  th e  w a r years p layed  a sm all b u t in creas 
in g ly  im p o rta n t ro le  in  th e  ba lance  o f paym en ts. U n ite d  S ta te s a i r 
c ra f t  su p e rio rity  a nd  w artim e flig h t experience exp la in  th e  g ro w th  in  
a ir  f re ig h t rece ip ts  fro m  ab ou t $2 m illion  in  1940 to  $16 m illion  in  
1945. U n ite d  S ta te s a ir  lines c a rrie d  ap p ro x im a te ly  90 pe rcen t o f a ir  
cargo  to  a n d  fro m  th e  U n ite d  S ta tes. H ig h -v alue , f ra g ile , o r  p e rish 
able goods c h a rac ter is tic a lly  go by a ir , a nd  com m and h ig h  f re ig h t 
ra tes com pared  w ith  those fo r  su rface  tra n sp o rta tio n . T he  ca rria g e  o f 
fo re ign  passengers by  U n ite d  S ta te s  a ir  lines resu lted  in  increa sing  
an n u a l rece ip ts  fro m  abou t $3 m illion  in  1940 to  $15 m illio n  in  1945; 
paym en ts by A m ericans to  fo re ig n  lines w ere negligible. A irp o r t  and 
fue l ex pend itu res in  fo re ig n  coun tries by U n ite d  S ta te s a ir  lines p a r tly  
offset th e  rece ip ts  earned  in  these  years.

O u tlo o k  f o r  T ra n s p o r ta t io n  Serv ices

I n  1940 U n ited  S ta tes  rece ip ts  fo r  tra n sp o rta t io n  exceeded paym en ts 
fo r the  first tim e since 1921. T h e re  w ere ne t cash rece ip ts  in  each of 
the  w ar years. T h is  developm ent w as th e  resu lt o f increased  p a r t ic i 
p a tio n  by  U n ite d  S ta te s  vessels in  th e  tra n sp o rta tio n  of A m erican  
cargo overseas a nd  o f ab norm al w a r conditions w hich  p roduced  a 
s h if t  in  th e  com m odity  com position of exports . I n  each o f th e  3 
years, 1943-45, th e  U n ite d  S ta tes  c a rr ie d  ap p rox im ate ly  tw o -th irds  o f 
its  to ta l t ra d e  volum e. T h is  la rg e  pe rcen tag e  w as m ain ta in e d  in  1946, 
b u t should  decline th e re a f te r , th ou gh  fo r  a few  years th e  A m erican  
sh are  m ay continue  to  fluc tua te  a ro u n d  50 pe rcen t of th e  to ta l to n 
nage.

R e tu rn  o f sh ips lend-leased to  G re a t B r i ta in  and  o th er  countries, 
p lus possession o f su pe rio r types, shou ld  he lp  th e  U n ite d  S ta te s tem 
p o ra rily  to  m a in ta in  its  lead ing  pos ition  in  ocean tra n sp o rt. H o w 
ever, as fo re ign  sh ip p in g  rev ives th ro u g h  bu ild in g  p rog ram s a nd  p u r 
chases o f A m erican  su rp lu s sh ips, fo re ign  com petition  in  th e  c a r 
r ia ge  o f U n ite d  S ta te s  fo re ig n  tra d e  m ay increase, unless d iverted  
to  a c tiv ity  e lsew here as w orld  tra d e  is resto red . G row in g  com petition  
w ould reduce  th e  ne t rece ip ts  earned  by  U n ite d  S ta te s vessels. T he  
ra te  of decline w ould also' depend  upon A m erican  policy w ith  respect 
to  th e  size o f m erch an t fleet desired  a n d  to  th e  su bsid iza tion  o f sh ip 
p ing .

U n d e r th e  M erch an t M arine  A c t o f 1936, A m erican  vessels are 
a ided by  construc tion  a nd  op e ra tin g  subsidies. T he  fo rm er to ta led  
$178.7 m illio n  fro m  J u ly  1938 th ro u g h  J u n e  1945; th e  la t te r  am ounted 
to  abou t $50 m illion  fro m  O ctober 1936 th ro u g h  Ju n e  1942, w hen th ey  
w ere suspended because o f th e  w ar.12 I t  is expected, how ever, th a t  
a la rg e  p o rtio n  o f th e  opera ting -sub sid y  paym en ts w ill be rec ap tu red  
by  th e  G overnm ent. I n  no rm al tim es, h ig h e r costs fo r  w ages, sub 
sistence, m aintenance , rep a irs , a n d  in su rance  h an d ica p  dom estic ves
sels in  com petition w ith  fo re ign , b u t since th e  w a r these  costs have  
been absorbed by th e  re la tiv e ly  h ig h  ra te  s tru c tu re  re su lt in g  from  
th e  excess o f dem and over su pp ly  o f sh ip p in g  fac ilities .

12 T h e  1 9 3 6  a c t  p r o v i d e s  a l s o  f o r  c o u n t e r v a i l i n g  s u b s i d i e s  s u f f i c i e n t  t o  o f f s e t  a n y  b o u n t i e s  

p a i d  b y  f o r e i g n  g o v e r n m e n t s ,  b u t  t h u s  f a r  t h i s  p r o v i s i o n  h a s  h o t  b e e n  i n v o k e d .  S e e  T h e  

P o s t w a r  O u t l o o k  f o r  A m e r i c a n  S h i p p i n g ,  p p .  6 0 - 6 1 ;  a n d  t l .  S .  M a r i t i m e  C o m m i s s i o n ,  R e p o r t  

t o  C o n g r e s s  f o r  t h e  p e r i o d  e n d e d  J u n e  3 0 ,  1 9 4 6 ,  W a s h i n g t o n ,  1 9 4 7 ,  p .  1 4 .
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N et ocean tra n sp o rta tio n  rece ip ts  o f th e  U n ite d  S ta te s w ill g ra d u a lly  
decline, no t on ly  because o f a  d im in ish in g  sh are  in  to ta l tonnage  
c a rr ie d  b u t also because o f an  even tual decline in  f re ig h t  ra tes . T he  
level o f f re ig h t ra te s  shou ld  be fa ir ly  stab le an d  m ay even increase 
slig h tly  in  th e  first  few  po s tw a r years as long  as th e  dem and  fo r  to n 
n age  cap ac ity  exceeds supp ly . T h e re a fte r , as th e  supp ly -dem and  
s itu a tio n  is reversed, a dec lin ing  ra te  tre n d  shou ld  be inevitab le . Since 
th e  re tu rn  to  a h ig h  volum e o f pa sseng er-fare  paym en ts to  fo re ign  
lines is a n tic ip a ted  (th e  y early  average  w as $104 m illio n  in  th e  1919- 
39 p e r io d ) , i t  m ay  n o t be m any  years befo re  th e  n e t ba lance  on tr a n s 
p o r ta tio n  account becomes negative.

A  g ra d u a l r e tu rn  to  a no rm al p re w ar p a tte rn  is expected o f th e  
G re a t L akes a nd  ra i l  accounts. T h e  fo rm er is fa ir ly  stab le , w ith  
sm all n e t rece ip ts  o r paym ents. T h e  la tte r , as in - tra n s it  earn in gs 
decline, m ay  in  tim e  show n e t paym en ts as in  th e  p re w ar period . I n 
t r a n s i t  earn in gs  sh ou ld  decline w ith  th e  decrease in  in - tra n s it  traffic 
th a t  m ig h t be expected as sh ip p in g  re tu rn s  to  norm al.

A ir  tra n s p o r ta t io n ’s rem ark ab le  developm ent d u r in g  th e  w ar 
should  accelerate w ith  technological p ro g ress and  should  be reflected in  
exp an d in g  in te rn a tio n a l an d  dom estic services. R eceip ts, especially  
on passenger traffic, m ay be expected to  increase, ow ing to such fac to rs 
as th e  a n tic ip a ted  increases in  num ber o f passengers, flig h t frequencies, 
and  ton -m ileage  flow n; th e  p rospective  expansion o f bo th  scheduled 
a nd  nonscheduled  a ir-lin e  traffic ; a nd  th e  techn ica l su p e rio rity  o f 
A m erican  p lanes in  speed an d  cost o f operation . H ow ever, th e  in 
creases in  A m erican  earn in gs  m ay be g ra d u a l, a n d  w ill be p a r t ly  off
set by  a irp o r t  a n d  fu e l expe nd itu res  ab ro ad  and  by  im proved  fo re ign  
a ir -l in e  business.

Ina sm uch  as tra n sp o rta tio n  rece ip ts  and  paym en ts on th e  nonocean 
accounts w ill te n d  to  offset each o th e r m ore  o r less, th e  n e t tre n d  on 
th e  to ta l tra n sp o rta t io n  account in  th e  U n ite d  S ta te s  ba lance  o f p a y 
m en ts depends upo n  th e  behav io r o f th e  ocean tra n sp o rta t io n  item s. 
F o r  each o f th e  3 years a f te r  th e  end  of W o rld  W a r  I ,  th e  balance 
w as a  su bs ta n tia l n e t rece ip t, w hich w as reversed  in  1922 in to  a  ne t 
paym en t. T he n  fo r  tw o decades th e  U n ite d  S ta te s  w as a ne t p u r 
chaser o f tra n sp o rta t io n  services as fo re ign  com petition  increased. A  
s im ila r  developm ent m ay take  p lace a f te r  W o rld  W a r  I I .

T r a v e l 13

T rav e l by U n ite d  S ta te s residen ts  in  fo re ign  coun tries constitu tes 
an  im p o rt fro m  ab ro ad  o f  goods an d  services w hich , in  th e  closing 
years o f th e  1930’s, am ounted  to  n e a rly  double o u r im po rts  of rubber 
a nd  m ore th a n  o u r com bined im p o rts  o f coffee a nd  sugar. I n  a dd itio n  
to  its  im portance  as a m ajo r item  o f tra d e , fo re ign  tra v e l is  a va luable  
source o f su pp ly  o f U n ite d  S ta te s  do lla rs  to  fo re ig n  countries. I n  th e  
decade  p reced ing  1940, fo re ig n  coun tries w ere p rov id ed  w ith  n early  
3 b illion  tra v e l do lla rs ,14 w h ich  he lped  to  finance ou r p e rsis ten t expo rt 
su rp lu s. T ra v e l in  th e  U n ite d  S ta te s  by  residen ts  o f fo re ig n  countries 
reached  less sp ectacu lar to ta ls , th e ir  expen d itu res in  th e  U n ite d  S ta te s 
d u r in g  th e  1930’s be ing  estim ated  a t  only a li ttle  m ore th a n  $1 b illion.

“  T h i s  s e c t i o n  w a s  p r e p a r e d  b y  F r a n c e s  P .  S a s s c e r .

T h e  e s t i m a t e s  o f  t r a v e l  p a y m e n t s  a n d  r e c e i p t s  s h o w n  i n  t h i s  s e c t i o n  e x c l u d e  f a r e s  p a i d  
b y  t r a v e l e r s  t o  U n i t e d  S t a t e s  a n d  f o r e i g n  c a r r i e r s .  P a y m e n t s  f o r  f a r e s  m a d e  b y  U n i t e d  
S t a t e s  r e s i d e n t s  t o  f o r e i g n  s t e a m s h i p  a n d  a i r  l i n e s  a n d  p a y m e n t s  b y  f o r e i g n e r s  t o  U n i t e d  
S t a t e s  c a r r i e r s  a r e  i n c l u d e d  m  t h e  t r a n s p o r t a t i o n  a c c o u n t .

V
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T ra v e l m ay be ro u g h ly  d iv ide d  in to  tw o catego ries—rec rea tion a l 
a n d  no nrecrea tio nal. T he  no nrec rea tio na l catego ry includes t r ip s  by 
in d iv id u a ls  tra v e lin g  fo r  business reasons, in  educational, scientific, 
o r  p h ila n th ro p ic  p u rsu its , and  on m a tte rs  o f u rg e n t pe rsonal necessity , 
such  as f irs t-h and  a id  to  d istressed  re la tive s w ho reside  in  fo re ign  
coun tries o r th e  a d m in is tra tio n  o f investm en ts o r p ro p e r ty  ow ned 
abroad.

D u rin g  no rm al tim es, such as th e  in te rw a r  pe riod , th e  p rep ond eran ce  
o f  tra v e l is o f th e  rec rea tion a l type . H ow ever, d u r in g  tim es o f  w ar 
th e  situ a tio n  is reversed. I n  th e  p e rio d  fro m  1940 to  1945, rec rea tion a l 
tra v e l to  a ll  except nearb y  areas w as d ra stica lly  cu rta iled . N on 
rec rea tion a l tra v e l, too, w as re s tr ic te d , b u t  to  a lesser ex ten t, as acute 
tra n sp o rta t io n  sho rtages developed.

W a r  C u t s  O v e r s e a  15 T r a v e l

W ith  th e  ou tb rea k  o f w a r in  E u ro p e , tra v e l beyond th e  W es tern  
H em isphere  becam e re s tr ic te d  to  persons on  tr ip s  d irec tly  a llied  w ith  
th e  w a r effort. T ra v e l to  E a s te rn  H em isphere  co un tries w as lim ited  
to  G overnm en t officials and  m em bers o f p r iv a te  business concerns su p 
p ly in g  equ ipm en t fo r  m ilita ry  use w ho traveled  in  th e  n a tio n a l in te re s t, 
to  m em bers o f th e  press, a nd  to  m em bers of p h ila n th ro p ic  o rg an iz a 
tion s, such as th e  lie d  C ross a nd  va rio us re lig ious a nd  nonsectarian  
g roups, w hose m ission w as to  a lle v ia te  su ffering  in  w a r- to rn  areas. 
S ince a ll  tra v e l o f a recrea tio na l n a tu re  to  these  areas w as th u s  p ro 
h ib ited , expend itu res fo r  tra v e l by U n ite d  S ta te s res id en ts  w ere sh a rp ly  
reduced  fro m  $67 m illion  in  1939 to  $12 m illion  in  1940 (see c h a r t 15).

I n  1940, d u r in g  th e  in itia l  phases o f th e  B a ttle  o f the  A tla n tic , 
tra v e l expend itu res in  E u ro p e  and  th e  M ed ite rrane an  area  reached  
th e ir  low est p o in t since W o rld  W a r  I ,  h a v in g  d ro p p ed  p rec ip itou sly  to  
less th a n  $6 m illion . T h is  rep resen ted  a decline of n early  90 pe rcen t 
fro m  ex pend itu res in  th e  p re ced ing  year, a lth o u g h  tra v e l to  th a t  
a re a  h a d  a lre ady  show n considerable reac tion  in  th e  la te  1930’s as a  
re su lt o f th e  po litica l d istu rbances in  cen tra l E urope . T ra v e l to  o th e r  
oversea areas w as likew ise d ra stica lly  affected, a lth ou gh  tra v e l to  
L a tin  A m erica  m a in ta in ed  a  fa ir ly  c on stan t level u n til  1942, ow ing  in  
p a r t  to  an  increase  in  nonrec rea tio na l tra v e l by econom ic m issions v is 
i t in g  th a t  a re a  in  an  endeavor to ob ta in  s tra teg ic  m ateria ls , th e  su pp ly  
o f w hich  h ad  been cu t off by Ja p a n e se  occupation  o f M alaya, B u rm a , 
th e  N e th e rla n ds  In d ie s, a nd  the  P h il ip p in e s . E x p e n d itu re s in  S o u th  
A m erica  d id  n o t reac h  th e ir  low est level u n t i l  1944 (see ta b le  12 ), 
by  w h ich  tim e th is  new  line  of su pp ly  h a d  become estab lished , w ith  a  
re su lt in g  decrease in  no nre crea tion al t r ip s  to  th e  area.

T rav e l to  nearby  oversea areas began to  recover in  1945, a t  w hich  
tim e tra v e l o f a  rec rea tion a l n a tu re  rea p p e a re d  because p a ssp o rt a u 
th o ritie s  ag ain  p e rm itte d  tra v e l to  C en tra l A m erica  and  th e  C aribbean  
fo r  re s t a n d  re laxation . F o llow in g  th e  end  o f hos tilities  in  1945, p a y 
m ents fo r  tra v e l in  a ll oversea areas increased in  th e  fo u r th  q u a rte r  to  
n e a rly  double those  in  th e  co rrespond ing  q u a r te r  of 1944. T h e  volum e 
o f d e p a rtu re s  continued  to  rise  ra p id ly  desp ite  acute tra n sp o rta t io n  
sho rtages, w hich m ain ta in ed  a m ajo r  re s tr ic tio n  upon  tra v e l o f th e  
rec rea tion a l ty p e  to  a ll  oversea areas except nea rby  C en tra l A m erican  
a nd  C aribbean  countries.

15 T l i e  t e r m  " o v e r s e a ”  i n c l u d e s  a l l  f o r e i g n  c o u n t r i e s  e x c e p t  C a n a d a  a n d  M e x i c o .
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Tabl e 12.— In te rn a tiona l tra ve l account o f tile U nited S ta te s , 191/0-45

[In  m illio n s of U n ite d  S ta te s  dollars]

A rea 1940 1941 1942 1943 1944 1945

R eceip ts

T o ta l____ ________ ___________ ____ _____ 94.8 69.9 82.0 84.2 117.2 157.7

C a n a d a ________ ____ ______ _ ________________ 36.4 16.4 21.8 30.9 51.9 75.5
S te rling  a re a _______________________________  _ 7.0 7.4 23.3 17.7 26.9 26. 0
A m erica n  R e p u b lic s .................. ...... .............. .  __ __ 38.6 39.3 33.8 33.1 36.2 42.4

M e x ic o . . .  ____________ 31.0 32.8 31.4 31.3 33.7 37. 5
C a rrib b e a n  R ep u b lic s .......... ........ ............. . ............. 3 .2 3 .3 .6 . 1 .2 1.1
S o u th  A m erica n  R e p u b lic s .. .................. ...........  . 4 .4 3 .2 1.8 1.7 2 .3 3 .8

A ll o th e r ........................................_•_______ _____ ___ 12.8 6 .8 3. 1 2 .5 2 .2 . 13.8

P a y n en ts

T o ta l_____________ ___________ * 190.3 212.4 155. 4 173.2 224.7 308.8

C a n a d a ........ . ............. .................................... ................ 89.1 97.3 71.8 79.1 105.9 149.5
S ter ling  a r e a ____ ____ _________ ________ _ __ __ 6 .8 9 .2 7.5 8 .5 19.5 28.9
A m er ic a n  R e p u b lic s .................... ............. . ............. .  __ 83.8 98.8 72. 3 83.7 88.0 105.1

M e x ico _______________  ._ __________ 57.3 69.1 60.3 71.1 79.2 92.0
C a rrib b e a n  R e p u b lic s_____  . . . ______ 16.3 17.7 3 .9 2.5 2 .3 4 .7
S o u th  A m erican  R e p u b lic s . . ................................ 10.2 12.0 8. 1 10. 1 6 .5 8 .4

A ll o th e r_____ _____ ______ _____________ 10.6 7.1 3 .8 1.9 11.3 25.3

F o r e i g n  E x p e n d i t u r e s  i n  U n i t e d  S t a t e s  D e c l i n e

T rav el expe nd itu res  in  th e  U n ite d  S ta te s  by  fo re igne rs res id in g  in  
a ll overseas areas  d ropp ed  sh a rp ly  in  1940 and  suffered a fu r th e r  
severe decline in  1941. A s in  th e  case of U n ite d  S ta te s tra ve l to  fo r 
e ign coun tries, th is  decline w as due fo r th e  m ost p a r t  to  tra v e l re s tr ic 
tions im posed by  fo re ign  countries on tra v e l by th e ir  na tion a ls  an d  by 
sho rtages o f tra n sp o rta tio n  fac ilities . T ra v e l to  th is  coun try  by res i 
dents o f o th er  overseas coun tries became lim ited  to  fo re ign  governm en t 
officials, fo re ign  businessm en o r techn ic ians on p u rsu its  d irec tly  con 
nected  w ith  th e  w ar efforts o f th e ir  respective  coun tries, a nd  refugees 
fro m  devasta ted  countries w ho en tered  th e  U n ited  S ta te s as tem po rary  
v is ito rs  o r im m igran ts .

A s in  th e  case o f tra v e l paym en ts, tra v e l rece ip ts  fro m  re s id en ts  
o f E u ro p e  a nd  the  M ed ite rra ne an  coun tries reached th e ir  low est p o in t 
in  1941, a lth ou gh  th e  d ec line’w as re la tive ly  less sh a rp  th a n  in  th e  case 
o f paym en ts, R eceip ts fro m  fo re igne rs fo r  tra v e l recovered som ew hat 
in  1942 and  a t th e  end  of 1945 approached  th e  levels o f th e  la te  1930's. 
T ra v e l expend itu res in  the  U n ite d  S ta tes  by  L a tin  A m erican  res iden ts  
exceeded p re w ar to ta ls  as early  as 1944, and  con tinued  to  rise  d u r in g  
1945 to  reach  a new  peak  in  th a t  year.

R e c i p r o c a l  T r a v e l  W i t h  C a n a d a

Because of th e  close economic and  social re la tio n sh ip  betw een th e  
U n ite d  S ta te s and  C anada , th e  m ovem ent o f persons across th e  b o rd e r 
is extrem ely  heavy. T hese  persons com prise a b road  v a rie ty  o f t r a v 
elers, ra n g in g  fro m  to u ris ts  an d  business v isito rs  to  in d iv idu a ls  w ho 
cross a nd  recross th e  bo rd e r da ily  in  connection w ith  th e ir  occupation  
o r to  m ake use o f fac ilities  loca ted on th e  opposite  side. T he  excellen t 
tra n sp o rta tio n  fac ilities  betw een th e  U n ite d  S ta te s  a nd  C anada  a nd  
th e  p rox im ity  to  th e  bo rd e r o f heav ily  p op u la ted  areas com bine to  
s tim u la te  tra v e l betw een these tw o countries. A s th e  m eans of cross 
in g  th e  bo rd e r a re  num erous a nd  th e  reasons fo r c rossing  ex trem ely
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va rie d , expend itu res by U n ite d  S ta te s residen ts  in  C anad a  w ere n o t 
as d ra s tica lly  affected by  w artim e tra n sp o rta tio n  sho rtages a nd  tra v e l 
re s tr ic tio n s  as w ere those in  oversea countries.

I n  1940 paym en ts to  C an ad a  fo r  tra v e l declined by  ap prox im a te ly  
40 pe rcen t fro m  those in  th e  p reced ing  year , con tra sted  w ith  th e  decline 
o f  n e a rly  90 pe rcen t suffered by  paym en ts fo r  E u ro p e a n  tra v e l in  1940. 
T ra v e l paym en ts to  C anada  recovered  slig h tly  in  1941, an d  in  1942 
slum ped again , b u t th e  decline w as m uch less p rec ip itou s th a n  in  the  
case o f oversea tra v e l d u r in g  th e  sam e year. T h e  decline in  1940 w as 
p a r t ly  due  to  th e  estab lishm en t o f reg u la tio ns  a lon g  th e  b o rde r w hich  
req u ired  U n ite d  S ta te s c itizens reen te rin g  th e  U n ite d  S ta te s  fro m  
C an ada  to  e x h ib it p ro o f of c itizensh ip—-a fo rm a lity  w hich u nd ou b t 
edly  served  fo r  a tim e  as a d e te rre n t to  th e  frequency a nd  freedom  o f 
crossing.

I n  p re w a r years, th e  m a jo r p o rtio n  o f ex pend itu res o f tra v e le rs  to  
C a n a d a  w as m ade by  persons tra v e lin g  by  autom obile. T h e  decline 
in  expe nd itu res  in  1942 w as due, fo r  th e  m ost p a r t ,  to  th e  red uction  
in  th is  ty p e  o f tra v e l as a  re su lt o f th e  sca rc ity  o f gasoline  a nd  tire s. 
A  re la tiv e ly  sm all am ou n t o f such traffic—pro bab ly  chiefly th e  non- 
rec rea tion a l ty pe —w as d iv e rte d  to  th e  ra ilro a d s  d u r in g  1942. A  
p rono unced  d iversion  to  o th e r m eans o f tra n sp o rta t io n  w as n o t m an i 
fes ted  u n til  th e  fo llow ing  year, w hen nonau tom ob ile  tra v e l to  C anada  
increased  by  m ore  th a n  o n e -th ird  over 1942, au tom obile tra v e l de 
c lin in g  to  its  low est po in t.

I n  1943 tra v e l p aym en ts to  C an ad a  tu rn e d  u pw ard , th e  r is in g  tre n d  
becom ing m ore  m arked  in  1944. T h e  end o f gaso line  ra t io n in g  in  
1945 gave considerable im petus to  th e  increase  in  au tom obile tra ve l, 
w h ich  in  th a t  ye ar  exceeded an y  o f its  w artim e levels. E x p e n d itu re s  
in  C an ada  in  1945 by  U n ite d  S ta te s residen ts  tra v e lin g  by  a ll  m eans 
w ere estim ated  to  to ta l  n e a rly  $150 m illion— th e  h ig h e s t p eak  in  
n e a rly  a  decade.

T h is  gene ra l tre n d  in  expe nd itu res  w as show n also in  th e  case o f 
tra v e l in  th e  U n ite d  S ta te s by  C anad ians. I n  1940 th e  D om inion , 
w h ich  fo u n d  itse lf  face d  Avith a serious d o lla r  sho rtag e , fo u n d  i t  
necessary to  c u r ta il th e  use o f U n ite d  S ta tes  do lla rs  fo r  tra v e l in  
th e  U n ite d  S ta tes. R es tr ic tio n s w ere p u t  in to  effect w hich  req u ired  
a ll residen ts  o f C anad a  to  ob ta in  perm ission  fro m  th e  F o re ig n  E x 
ch ange  C o n tro l B o a rd  to  d e p a rt fro m  C an ad a  and  to  ex p o rt funds. 
A lth o u g h  th e  necessary  am oun ts o f U n ite d  S ta te s do lla rs  w ere  sup 
p lied  fo r  t r ip s  invo lv ing  business, he a lth , and  education , tra v e l w hich 
invo lved th e  use o f U n ite d  S ta te s  do lla rs  solely fo r  rec rea tion a l p u r 
poses w as stopped. T h is ac tion  resu lted  in  a severe decline in  U n ite d  
S ta te s rece ip ts  fro m  C an ada  on  account o f  tra v e l to  a low  in  1941 
w hich h a d  n o t been equaled in  m ore th a n  20 years.

I n  th e  la te  sp rin g  o f 1944, exchange  a nd  tra v e l res tr ic tio ns  w ere 
eased som ew hat by  th e  D om in ion , C an a d ian  re s id en ts  be ing  p e r 
m itte d  to  ob ta in  up  to  $150 a y e a r in  U n ite d  S ta te s cu rrency  fo r  
p leasu re  tra v e l in  th e  U n ite d  S ta tes. A s a resu lt, expend itu res by  
C an ad ian s fo r  tra v e l in  th e  U n ite d  S ta te s tu rn e d  sh a rp ly  up w ard . 
T h e  ris in g  tre n d  becam e m ore p ronounced  as exchange res tr ic tio n s 
w ere  fu r th e r  re laxed  in  1945 to  alloAv C ana d ian s “ any  reasonab le  
am o u n t”  o f U n ite d  S ta te s  fu n d s  fo r  a ll ty pes o f tra v e l in  th e  U nited  
S ta te s . B y  th e  end  o f 1945 rece ip ts  by  th e  U n ite d  S ta te s fro m  
C an a d a  on account o f tra v e l app roached  1929 levels.
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H e a v y  T r a v e l  o n  M e x i c a n  B o r d e r

T h e  m ovem ent o f persons across th e  M exican b o rd e r is even heav ier 
th a n  th a t  in to  C anad a because o f  an  in terdependence  w h ich  has 
developed betw een th e  tow ns on bo th  sides o f th e  in te rn a tio n a l b ou nd 
a ry  line. T h e  reasons f o r  tra v e l a re  even m ore va ried , th e re fo re , th a n  
in  th e  case o f C anada . C om pared  w ith  th e  m illions o f c rossings over 
th e  M exican bo rd e r w hich  are  reco rded  ann ua lly , re la tiv e ly  few  persons 
p e n e tra te  beyond th e  b o rd e r zones in  e ith e r d irec tion . O n  th e  M exican 
side, lim ited  tra n sp o rta tio n  fac ilities  u n t i l  th e  m id d le  1930’s ac ted  as 
a check on  tra v e l to  th e  in te rio r. I n  1936 th e  com ple tion  o f  th e  P a n  
A m erican  H ig h w ay  to  M exico C ity  tended  to  encourage  in te r io r  tra v e l, 
a nd  a n  increase  in  services offered by  th e  a ir  lines served  as an  
a d d it io n a l s tim ulus.

I n  1940 U n ite d  S ta te s expend itu res fo r  tra v e l in  M exico show ed a 
considerab le  increase over th ose  in  th e  p re ced in g  year . T h is  g ro w th  
w as unquestionab ly  due in  p a r t  to  th e  d iversion  o f tra v e l f ro m  coun 
tr ie s  ab road , m any  o f w hich w ere cu t off fro m  th e  A m erican  vacatio n ist 
by  th e  ou tb reak  o f th e  w ar. T ra v e l to  th e  in te rio r  o f M exico continued  
to  increase  in  1941, b u t d rop p ed  off in  1942 as a re su lt o f  gasoline  
ra tio n in g . A f te r  1943, how ever, in te r io r  tra v e l rose stead ily , in  sp ite  
o f gaso line  ra tio n in g  d u r in g  1944 a n d  m ost o f 1945. P ay m en ts  to  
M exico fo r  tra v e l d u r in g  1945 w ere estim ated  as app ro a ch in g  those a t 
th e  beg in n in g  o f  th e  w ar.

T ra v e l to  M exican b o rd e r c ities  show ed a steady  increase  d u r in g  th e  
10 y ears p re ced in g  1940. I n  th e  e a rly  y ears o f th e  w ar, th e  r ise  becam e 
m ore  ra p id , ow ing to  th e  lo ca tion  close to  th e  M exican b o rd e r o f la rg e  
m ilita ry  cam ps. A rm y  personnel ta k in g  adv an tage  o f th e ir  p rox im ity  
to  a  fo re ig n  co un try , tra v e led  in  nearb y  M exican areas.

B y  f a r  th e  g re a te r  p o rtio n  o f rece ip ts  by th e  U n ite d  S ta te s fo r  tra v e l 
by  M exican res iden ts  resu lts  from  expe nd itu res  in  tow ns close to  th e  
in te rn a tio n a l bou nd ary . T hese  expend itu res a re  m ade f o r  th e  m ost 
p a r t  by  M exicans who cross reg u la rly  to  shop on the  A m erican  side, and  
consequently  do n o t follow  n orm al tra v e l t r e n d s ; th ey  v a ry  in  accord 
ance w ith  th e  po p u la tio n  o f, a n d  s ta n d a rd  o f liv in g  in , ad jacen t 
M exican com m unities. E x p e n d itu re s  m ade in  th e  U n ite d  S ta te s  by  
M exican residen ts  d u r in g  th e  pe rio d  1940 th ro u g h  1945 show ed only 
an  inconsequen tia l v a r ia tio n  fro m  th e  averages established in  th e  la te  
1930’s, a lth o u g h  th e  tre n d  w as consisten tly  up w ard . T h e  rise  d u rin g  
th e  pe rio d  w as a pp ro x im a te ly  20 pe rce n t over th e  low  o f $31 m illion  
estim ated  f o r  M exican tra v e l in  1940, rece ip ts  to ta lin g  a b ou t $37 
m illio n  in  1945.

O u t l o o k  f o r  F o r e i g n  T r a v e l

S ince rec rea tion a l tra v e l is  la rg e ly  o f th e  lu x u ry  typ e , i t  is ex trem ely  
sensitive to  fluc tua tions in  gene ra l econom ic conditions. N onrecrea- 
tio n a l tra v e l, th ou gh  less acu te ly  susceptib le, also  fo llow s m a jo r eco 
nom ic changes to  a  m ark e d  degree, since tra v e l fo r  business reasons 
obviously  is  influenced by  gene ra l business conditions. D u rin g  th e  
20-year pe rio d  p reced in g  W o rld  W a r  I I ,  th e  t r e n d  o f expe nd itu res fo r  
fo re ign  tra v e l w as fo u n d  to  be closely re la te d  to  th e  beha v io r o f 
n a tio n a l income.

I n  th e  1940-45 pe rio d  pow erfu l fac to rs, such  as tra n sp o rta t io n  sh o rt 
ages, lack  o f to u ris t accom m odations, a nd  reg u la tio n s p re v en tin g  
rec rea tion a l tra v e l to  m any  areas, exerted  a  conspicuous re s tra in t  on
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tra v e l, w ith  th e  n e t re su lt th a t  p rev iously  ex isting  re la tion sh ip s be 
tw een tra v e l expend itu res and  n a tio n a l incom e w ere in te rru p te d  (see 
c h a rts  16 a nd  17). I t  is reasonab le  to  expect th a t  w hen th e  re s tr ic 
tio n s on tra v e l due to  tra n sp o rta tio n  sh o rtages and  in adequa te  to u ris t 
accom m odations in  m any  fo re ign  coun tries have  been rem oved, p a y 
m en ts fo r  fo re ign  tra v e l w ill once m ore occupy th e  sam e re la tio nsh ip  
to  n a tio n a l incom e as th a t  exhib ited  in  th e  in te rw a r period .

I n  a d d it io n  to  n a tio n a l incom e, th e re  are  num erous o th er  fac to rs 
w hich exercise a po w erfu l influence upo n  fo re ign  tra ve l. Im m ig ra 
tion , w ith  its  re su lta n t increase  in  th e  fo re ig n -bo rn  p o p u la tion  o f the  
n a tion , exerts  a p ro fo u n d  effect up o n  trav el, w h ich  m ay be tra ce d  
la rg e ly  to  th e  desire  by n a tu ra liz e d  c itizens o r a lien  res iden ts  to  v is it 
th e  coun tries o f th e ir  o rig in . D u rin g  th e  tw en tie th  cen tu ry , m ore 
th a n  19 m illion  im m ig ra n t a liens, m ost o f w hom  w ere  bo rn  in  E urope , 
w ere a d m itte d  to  th e  U n ited  S ta te s fo r  p e rm an en t residence. T h is 
unquestionab ly  h ad  an  im p o rta n t effect on tra v e l an d  tra v e l p a tte rn s  
d u r in g  th e  in te rw a r period . A lth o u g h  d u r in g  th is  pe rio d  fo re ign - 
born residen ts  ( th a t  is, n a tu ra liz e d  c itizens p lus alien residen ts  of th e  
U n ite d  S ta te s)  accounted fo r  on ly  abou t 10 pe rcen t o f the  to ta l p o p u 
la tion , m ore  th a n  50 pe rcen t o f a ll th e  A m erican  tra v e le rs  d e p a rtin g  
fo r  p a ssp o rt a reas w ere b o rn  in  fo re ig n  countries.

A s w ould be expected fro m  the  o rig in  o f im m ig ra tion  d u rin g  th e  
cen tu ry , th e  m a jo rity  o f residen ts  d e p a rtin g  fo r  overseas w ere destined  
fo r  E u ro p e a n  coun tries, d e p a rtu re s  by  res iden ts  fo r  E u ro p e  in  th e  
1920’s a m ou n tin g  to  66 pe rcen t of to ta l depa rtu re s . D e p a rtu re s  fo r  
E u ro p e  by  alien res iden ts  alone accounted fo r  87 p ercen t o f to ta l over 
sea d e p a rtu re s  by such residen ts . Q uota  res tr ic tio ns  p laced  in  1921 
an d  1924 on im m ig ra tio n  from  a ll coun tries except indep end en t coun 
tr ie s  in  th e  W es tern  H em isphere  caused a sh a rp  decline in  im m igra tion .
T h is  decline  continued  th ro u g h  th e  1930’s, th e  1940 census reflecting  
th e  first decenn ial decline in  th e  fo re ig n -bo rn  w h ite  pop u la tion .

I t  is im possib le to  p roph esy  w h a t o u r im m ig ra tio n  policies m ay be 
in  th e  fu tu re . H ow ever, i f  they  con tinue  unchanged  fro m  the  p resen t, 
a m ore ra p id  decline in  th e  num ber of fo re ig n -bo rn  residen ts  in  th e  
U n ited  S ta te s  w ill resu lt. T h is  decline w ill unquestionab ly  be reflected 
in  an  even tual decrease in  num bers o f fo re ig n -bo rn  residen ts  tra v e lin g  
ab road , especially  in  view  o f th e  fa c t th a t  ties  to  th e  m o th er  coun try  
te nd  to  become w eakened as tim e passes.

T rav e l to  p a ssp o rt a reas by na tive-bo rn  citizens, w hich h ad  declined 
d u r in g  th e  depression, tu rn e d  u p w a rd  in  1934, a n d  in  1937 exceeded r
th e  1929 level. I f  th is  tre n d  continues, an y  decreases in  tra v e l by 
fo re ig n -b o rn  residen ts  m ay be m ore th a n  offset by increased  tra v e l by 
na tive-bo rn  citizens, in  m any  o f w hom  in te re s t in  fo re ig n  coun tries 
has been aroused  by th e  w ar. *

A n o th e r im p o rta n t influence upon fo re ign  tra v e l is th e  increase in  
speed a nd  co m fort o f tra n sp o rta t io n  to  d is ta n t a reas. U n d e r  the  
w artim e necessity  fo r sh o rten in g  a nd  speed ing  up  su pp ly  lines, in te r 
n a tio n a l tra n sp o rta tio n  m ade strid es w h ich  could  n o t conceivably 
have  been equaled d u r in g  tim es o f peace.

D u rin g  1929, w hen com m ercial a ir  tra n sp o rta t io n  w as in au g u ra ted  
be tw een th e  U n ite d  S ta te s a nd  oversea coun tries, 4,000 passengers 
de p a rted  by a ir  fo r  oversea destina tions. T h is  volum e h ad  treb led  
by  1935, a nd  d u r in g  1940 m ore th a n  40,000 c iv ilian  passengers le f t  
th e  U n ite d  S ta tes by a ir  fo r  oversea countries. M aritim e  losses due
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to  subm arine  w a rfa re  and  th e  conversion o f th e  su rv iv in g  sh ips w ith  
passenger capac ity  to  m ilita ry  uses d u r in g  th e  w ar years com bined 
to  s tim u la te  fu r th e r  th e  g ro w th  o f a ir  tra v e l, so th a t  d u rin g  1945 
n e a rly  134,000 c iv ilians w ere c a rrie d  by  a ir  to  oversea po in ts . I n  
1940 ou tbound  a ir  traffic fro m  th e  U n ite d  S ta te s to  coun tries o th e r th a n  
C an ad a  a n d  M exico accounted fo r  less th a n  20 pe rcen t o f to ta l  o u t 
bo un d  p a sse n g e rs; how ever, by  1945, tra v e l by  a ir  accounted fo r  n early  
60 pe rcen t o f to ta l a ir  a nd  sea de pa rtu res .

T he  developm ent o f a ir  tra n s p o r ta t io n  w ill p re sen t new  o p p o rtu n i 
ties  fo r  fo re ign  tra v e l to  th e  in d iv id u a l whose tim e  is  lim ited  and  
w ho he re to fo re  w as re s tr ic te d  to  a  vacatio n  sp en t loca lly . T o  w h a t 
e x ten t th is  w ill rep re sen t a d iversion  fro m  dom estic to  fo re ign  tra v e l 

-s o r fro m  nearb y  fo re ign  to  m ore  d is ta n t coun tries i t  is im possible to
determ ine.

A d d itio n a l influences te n d in g  to  increase  fo re ign  tra v e l a re  fa v o r 
able exchange ra tes, th e  increase  in  p a id  vacations a n d  le ng th en ing  

* o f vacation  periods, a nd  w orld -w ide im proved  economic, social, a nd
po litica l conditions. M any coun tries a re  m ak ing  concerted  efforts  
to  a t t r a c t  an  a b u n d an t to u r is t  tra d e  by  offering increased  fac il it ie s  
a n d  endeav oring  to  arouse in te re s t in  tra v e l to  th e ir  coun tries by  
fo re igners.

W ith  th e  u p w a rd  tre n d  in  p a id  vacations, th e  increase in  speed a n d  
co m fort o f  tra n sp o rta tio n , th e  aw akened in te re st in  fo re ig n  coun tries 
due  to  th e  w ar, a nd  renew ed fo re ign  efforts to  a t t r a c t  to u rists , th e  
dynam ic  re la tio n sh ip  o f tra v e l ou tlays to  n a tio n a l incom e exh ib ited  
d u r in g  th e  1920’s m ay ag a in  p re v ail, w ith  tra v e l paym en ts r is in g  to  
unpreced en ted  levels.

I n c o m e  o n  I n v e s t m e n t s  16

A  significant m easure o f th e  in te rn a tio n a l c red ito r o r deb to r posi 
t io n  o f a co un try  is th e  excess o f rece ip ts  o r paym en ts o f in te rn a tio n a l 
p ro p e rty  incom e— dividends, b ra nch  profits, an d  in te res t.17 (See 

ta b le  13 a nd  ap pe nd ix  C, tab le  X I V ) . B y  th is  c rite rio n , th e  U n ite d  
S ta te s  continued  to  m a in ta in  a s tro n g  c re d ito r pos ition  th ro u g h o u t 
th e  w ar, desp ite  th e  fa c t th a t  a continued  rise in  th e  va lue  o f fo re ign  
assets in  th e  U n ited  S ta te s le f t  th is  co u n try  a n e t deb to r by  conven 
t io n a l defin ition  (see tab le  27). N e t an n u a l rece ip ts  on incom e ac 
coun t ran g ed  fro m  abou t $355 m illion  to  $410 m illion  d u r in g  th e  w a r 
pe rio d— w ell above th e  1937-39 average.

L a rg e r  n e t rece ip ts  resu lted  solely fro m  th e  w artim e  decline  o f in 
come p a id  to  fo re igners, as g ross rece ip ts  also fell, a lth o u g h  to  a con 
siderably  less ex ten t. B o th  rece ip ts  a nd  paym en ts w ere f a r  below th e  

A  volum e o f th e  la te  1920’s, w hen th e  la rg e  am ou n t o f sh o rt- te rm  cap ita l
o u ts ta n d in g  w as a considerable source o f in te rn a tio n a l incom e a nd  
A m erican  ho ld in gs o f fo re ign  do lla r bonds y ielded  $300 m illion  to  $400 
m illion  an n u a lly  (see c h a r t 18) . R eceip ts  o f in te re s t by  th e  U n ite d  
S ta te s G overnm en t, a lth ou gh  increas in g  d u rin g  th e  w ar, w ere s till  
re la tiv e ly  u n im p o rta n t b y  1945.

10 P r e p a r e d  b y  M i l t o n  A b e l s o n ,  I n v e s t m e n t  S e c t i o n ,  - w i t h  t h e  a s s i s t a n c e  o f  S a m u e l  P i z e r ,  
F r e d e r i c k  C u t l e r ,  S a r a  E .  B i e l o u s s ,  a n d  S e i k o  N .  W a k a b a y a s h i .

17 F o r  a  t e c h n i c a l  d e s c r i p t i o n  o f  t h e  i t e m s  i n c l u d e d  u n d e r  t h e  g e n e r a l  t e r m  “ i n c o m e  o n  
i n v e s t m e n t s , ”  s e e  a p p e n d i x  B .  I n  p a r t i c u l a r  i t  s h o u l d  b e  n o t e d  t h a t  u n d i s t r i b u t e d  e a r n i n g s  
o f  s u b s i d i a r i e s  a r e  n o t  i n c l u d e d .
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V .  S .  R e c e i p t s  F r o m  F o r e i g n  I n v e s t m e n t s

R eceip ts o f incom e fro m  A m erican  investm ents in  fo re ig n  coun 
tr ie s  rem ained  re la tiv e ly  h ig h  th ro u g h o u t th e  period  1940-45. T he  
re tu rn  to  A m erican  com panies on th e ir  equity  in  d ire c t investm ents 
averaged  5.1 pe rcen t d u r in g  th e  w a r ;  w hile  th a t  to  holders o f do lla r  
bonds averaged  3.5 pe rcen t o f p a r  va lue , desp ite  th e  fa c t th a t  close to  
30 pe rcen t o f th e  bonds w ere in  d e fau lt an d  fo r  th e  m ost p a r t  p a id  no 
in te res t. Inc reased  re tu rn s  fro m  A m erican -con tro lled  en terp rises
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[In  m illions  of dollars]

Tabl e 13.—Incom e  on in ve s tm e n ts , 19J/0-45

Ite m 1940 1941 1942 1943 1944 1945

R ec eip ts

T o ta l .  .................... . ............. . ............. . .............. 564 544 514 508 572 555

P r iv a te _______________ _______ _________ ____ 561 535 496 497 556 539
L on g -te rm __________  _______  ____________ 555 530 492 593 552 534

D irec t in v e s tm e n ts  2- ......... .  _ ......... . .............. 413 400 358 368 418 392
C om m o n  d iv id e n d s_____  ____________ 271 219 168 215 182 166
P re ferre d  d iv id e n d s__________  _______ 7 9 10 7 6 7
In te re s t ....... ........................ ........— ......... 38 40 33 38 35 35
B ra nch  p r o f i t s .______  _____________ 97 132 127 108 195 184

P ortfo lio  in v e s tm e n ts ______________ _____ _ 142 130 134 125 134 142
D olla r b o n d s________________________ 82 79 79 72 70 77
M isce llane ous ............. ................... . ........... 60 51 55 53 64 65

S h o rt -te rm ________________________________ 6 5 4 4 4 5
U . S. G o v e rn m e n t,____ ___ ____ _ _____________ 3 9 18 11 16 16

P a y m e n ts

T o t a l . . . ___  ________  ____ _ ______ 210 187 159 155 161 168

P r iv a te .  ____________________________________ 204 181 151 146 149 154
L on g-term  3___  _______ ___________________ 204 181 151 146 149 154

D irec t in v e s tm e n ts  2_----- ----------- ----- ----- 65 c i 42 41 4 4 45
D iv id e n d s__  _____________________ 50 m 32 32 36 36
In te re s t______________  ____________ 3 « 1 2 1 1
B ra nc h  p ro f it s . ___________ _____ _ 12 « 9 7 7 8

P ortfo lio  in v e s tm e n ts _____  _____________ 139 5 181 109 105 105 109
U . S. G o v e rn m e n t.  __________________ _______ .. 6 6 8 9 12 14

N e t rece ip ts  (+ )  o r p a y m e n ts  (—)

T o t a l . ___ _____  ________ _______ ______ + 354 + 357 + 355 + 3 5 3 +411 + 3 87

P r iv a te .  ___ _______________  - ----- ------------- + 357 + 354 + 345 +351 + 407 + 3 85
U . S. G o v e r n m e n t . . . ....... ...... ........ . ......... . ........... . - 3 + 3 + 1 0 + 2 + 4 + 2

1 A fter taxes. E xclu des  p a y m e n ts  a n d  re ce ip ts  of ro y alties , re n ts , a n d  fees for m an ag e m en t services 
re nd ered  b y  p a re n t com pan ies. T he se  are  n o t  t re a te d  as re tu rn  on  in v e s tm e n t b u t  a re  in c lu d ed  u n d e r  m is 
ce llaneous serv ices.

2 E xc lu d ing  re tu rn s  to  in su ra nc e  com pan ies, w h ich  h av e  bee n  inc lu d ed  w ith  o th e r in su ra n c e  tra n sa c tio n s  
u n d e r  m isce llaneous services.

3 P a y m e n ts  on  sh o rt- te rm  in v e s tm e n ts  w ere n il.
4 In c lu d e d  w ith  portfo lio  in v es tm en ts .
* In c lud es  d ire c t-in v e stm e n t p a y m e n ts .

engaged in  the  p ro duction , refin ing , a nd  d is tr ib u tio n  of pe tro leum  an d  
in  th e  p rodu ction  o f a g r ic u ltu ra l p rod u cts  (p a rtic u la rly  su g a r in  
C uba) p a r t ly  offset th e  declines from  o th er  d ire c t investm ents an d  dol 
la r  bonds.

Incom e rece ip ts  w ere m ain ta in e d  a t a h ig h  leVel desp ite  th e  loss o f  
incom e on bo th  d ire c t a nd  p o rtfo lio  investm ents fro m  A xis-con tro lled

i. te rrito r ie s , w hich  h a d  p ro v ided  roug h ly  $65 m illion  in  1939.18 M ore-
j over, d iv idend  paym en ts to  th e  U n ite d  S ta te s fro m  d ire c t inv es tm en ts

ab ro ad  w ere considerab ly  less th a n  a c tu a l earn ings, since a la rg e  p a r t  
o f  th e  la t te r  w as invested  in  p la n t expansion  ab road  o r w as a p p a re n tly  
he ld  ab road , in  a t  least one co un try , in  expecta tion  o f a m ore  favo rab le  
exchange ra te  a f te r  th e  w ar. A n o th e r fa c to r  accoun ting fo r  lo w er 
d iv id end  rece ip ts  m ay  have  been a desire  on th e  p a r t  of A m erican ' 
p a re n t com panies to  reduce  th e  rece ip t o f incom e fro m  ab road  a t  a  
tim e w hen dom estic p rofits  an d  ta x  ra te s  w ere h igh .

18 C e r t a i n  o c c u p ie d  c o u n t r i e s ,  n o t a b ly  N o r w a y , D e n m a r k ,  B e lg iu m , a n d  F r a n c e ,  c o n t i n u e d  
i n t e r e s t  s e r v ic e  o n  t h e i r  d o l l a r  b o n d s  w i t h  f u n d s  h e ld  in  f o r e ig n  c o u n t r i e s .
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Incom e on  A m erican  d irec t investm ents ab road , w h ich  in  1944 com 
p r ised  a lm ost th re e -fo u rth s  o f to ta l  investm en t incom e received fro m  
ab road , declined very  li t t le  be tw een 1939 and  1945— fro m  $400 m illion  
to  $392 m illion , a f te r  fa llin g  to  $358 m illion  in  1942 a n d  reac h ing  a 
p eak  o f $418 m illion  in  1944. T h e  d ro p  in  1942 resu lted  m ain ly  fro m  
th e  e lim inatio n  o f incom e fro m  enem y a n d  enem y-occupied countries, 
w h ich  h a d  am oun ted  to  $53 m illion  in  1940 a n d  to  $25 m illion  in  1941.
I n  subsequent years th e  loss w as olfset la rg e ly  by enhanced  rece ip ts  on 
pe tro leum  investm ents, p a r tic u la r ly  fro m  L a tin  A m erica. B y  1944, 
to ta l rece ip ts  fro m  p ro p e rtie s n o t u n d e r enem y con tro l w ere a p p a re n tly  
a t  th e  h igh est level ever reco rded.

A s in d ic a ted  in  c h a r t 19 th e  n e t ea rn in gs  ra tio s  o f A m erican  com- • -
pan ie s o p e ra tin g  ab road  w ere h ig h e r d u r in g  1940 an d  1941 th a n  those 
ob ta ined  by  co rp o ra tions  on invested  cap ita l in  th e  U n ite d  S ta tes, a l 
th o u g h  th e  s itu a tio n  changed  ra p id ly  d u r in g  th e  n e x t 2 years as incom e 
fro m  A m erican  en terp rises in  A xis-con tro lled  areas w as c u t off and  
dom estic en te rp rises  earned  increa sin g ly  la rg e r  profits.

T he  ra te  o f p ro fit (n e t earn in gs to  ne t equity) o f A m erican  d ire c t 
in vestm en ts ab ro ad  w as h ig h e s t in  n e a rly  every  y e a r on sterlin g -  
a re a  investm ents, w hich p roduced  an  average  o f 10.1 pe rcen t fo r  th e  
1941-45 pe rio d  (see tab le  14). T h e  r a te  o f p ro fit on investm en ts in  
th e  A m erican  R epublics fo r  th e  sam e pe rio d  averaged  9.6 percen t, and  
in  1944 w as 10.9 percent. H ow ever, th e  ra te  of p ro fit fro m  U n ited

Tabl e 14.—Ratio s  o f incom e an d n e t e a rn in g s1 to  Am erican  eq u ity  in  fo re ig n  
sub sid iarie s  an d branches, by areas, 1940-45, and average fo r  th e  p e r io d 2

I n c o m e  R e c e ip t s  o n  D ir e c t  I n v e s t m e n ts  M a in ta in e d

[V alue  in  m illions of dolla rs; ra tio s  in  p ercen t]

I te m 1 9 4 0 1 9 4 1 1 9 4 2 1 9 4 3 1 9 4 4 1 9 4 5

A ve r 
age

1 9 4 0 - 4 5

A L L  A R E A S

A m erica n  e q u i ty  in  d ire c t in v e s tm e n ts  ab road . 7 , 2 6 8 7 , 4 6 2 7 , 6 8 9 7 , 8 0 2 7 , 8 8 4 8 , 0 3 4 7 , 6 9 0
R a tio  of incom e to  e q u i ty ________________ 5 . 7 5 . 4 4 . 7 4 . 7 5 . 3 4 . 9 5 . 1
R a tio  of n e t ea rn in gs to  e q u i ty ....... . .............. 6 . 3 7 . 8 7 . 1 7 . 0 7 . 5 6 . 8 3 7 . 1

S T E R L I N G  A R E A

A m eric a n  e q u i ty  in  d irect in v e s tm e n ts  ab road . 7 4 6 8 1 4 8 5 7 8 6 4 9 0 0 9 3 0 8 5 2
R a tio  of incom e to  e q u i ty ......... .  ....... ........ 8 . 2 5 . 8 6 . 2 6 . 7 6 . 1 5 . 6 6 . 4
R a t io  of n e t  e a rn in gs  to  e q u i ty ______ _____ n .s.s . 1 0 . 5 1 0 . 0 1 0 . 0 9 . 9 9 . 0 3 1 0 . 1

C A N A D A

A m eric a n  e q u i ty  in  d ire c t in v e s tm e n ts  ab ro ad . 2 , 1 1 4 2 , 1 7 5 2 , 2 4 8 2 , 3 1 6 2 , 3 4 6 2 , 4 1 7 2 , 2 6 9
R a t io  of incom e to  e q u i ty _______ _________ 6 . 0 5 . 5 5 . 1 4 . 8 4 . 3 3 . 8 4 . 9
R a t io  of n e t  earn in gs to  e q u i ty ......  ............ . 6 . 5 8 . 0 8 . 3 7 . 6 6 . 4 6 . 3 7 . 2

A M E R I C A N  R E P U B L I C S

A m erica n  e q u i ty  in  d ire c t in v e s tm e n ts  ab road . 2 ,  5 9 4 2 , 6 4 3 2 , 7 1 9 2 , 7 3 7 2 ,  7 1 2 2 , 8 3 5 2 , 7 0 7
R a tio  of incom e to  e q u i t y . ......... ......... ...... 5 . 9 6 . 8 6 . 5 6 . 6 8 . 9 7 . 8 7 . 1
R a tio  of n e t  earn in gs to  e q u i ty ______ ____ _ n .s.s . 9 . 4 9 . 0 8 . 9 1 0 . 9 9 . 3 3 9.6

O T H E R

A m erica n  e q u i ty  in  d ire c t in v e s tm e n ts  ab ro ad . 1 , 8 1 4 1 , 8 3 0 1 ,8 6 5 1 , 8 8 5 1 , 9 2 6 1 , 8 5 2 1 , 8 6 2
R a tio  of incom e to  e q u i ty ___ ____________ 3 . 9 2 . 9 0 . 8 1.0 1.1 1 . 4 ' 1.8
R a tio  of n e t  ea rn in gs  to  e q u i ty ____________ n .s.s . 4 . 0 1 . 3 2 . 1 2 . 9 2 . 6 «2 .6

1 F(>r pu rpo ses  of th is  ta b le , incom e refers  to  a c tu a l re ce ip ts  b y  th e  U n ite d  S ta te s  as reflected  in  th e  ba lance  
o f-p ay m en t, w h ile  n e t earn in gs in c lude , in  a d d ition , u n d is tr ib u te d  p ro fits  of fo re ign sub sid iar ie s .

2 D oes n o t in c lud e  in v e s tm e n ts  in  in su ra n c e  com pan ies.
31941-45.
n .s .s . N o t  sh o w n  se p ara te ly .
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S ta te s investm ents in  L a tin  A m erica  tend s to  be m odera te  in  th e  a g 
g reg ate , because o f th e  la rg e  volum e o f A m erican  p u b lic -u tility  in 
v estm en ts in  th a t  reg ion , on w hich th e  r a te  o f r e tu rn  h a s h is to ric a lly  
been very  low. F o r  in stance , in  1943 th e  U n ite d  S ta te s  investm ent 
in  L a tin  A m erican  pub lic  u tili tie s  w as va lued  a t  m ore th a n  th ree- 
q u a rte rs  o f a b illion  do lla rs  b u t p a id  only ab ou t $25 m illion  to  U n ited  
S ta te s investors. T h e  y ield  to  A m ericans fro m  fo re ign  in v e s tm e n ts19 
w as la rg e s t from  th e  A m erican  R epublics d u r in g  th e  w ar period , both  
in  d o lla r  te rm s a nd  in  re la tio n  to  va lue  o f investm ent. T he  y ie lds in  
re la tio n  to  va lue  o f inves tm en t fro m  th e  s te r lin g  a rea  a nd  C anada  
w ere low er, in  th a t  o rder. A m erican  incom e from  th e  “O th e r” g roup  
(see tab le  14) w as sh a rp ly  reduced, since m any  o f th e  A m erican  e n te r 
p rises A vere in  a reas occupied by the  enemy.

I n  th e  5 -year pe rio d  1941-45, A m erican  subsid iaries ab ro ad  earned  
(in  m illions o f do lla rs)  1,839, p a id  d iv idends o f 968, an d  reinvested  
871 (see tab le  15). T h e  y ie ld  to  inves to rs  on a ll  A m erican  d ire c t 
investm en t cap ita l averaged  5.1 pe rcen t d u rin g  1940-45.

Am erican  Republics .— I n  te rm s o f do lla rs  th e  la rg es t incom e re 
ceip ts w ere fro m  L a tin  A m erica, w here  in tensified  exp lo ita tion  o f 
pe tro leum  resources y ie lded  $107 m illion  o f to ta l rece ip ts o f $242 m il 
lion  fro m  a ll  in du strie s in  th e  area  in  1944 (tab le  16). T h e  increased  
p rod u ctio n  of pe tro leum , p rin c ip a lly  in  V enezuela, w as th e  m ain  fa c 
to r  in  inc reasing  incom e fro m  L a tin  A m erica, fro m  37 pe rcen t of 
U n ite d  S ta tes incom e from  d ire c t investm ents in  1940 to  56 pe rcen t 
in  1945. P e tro leum , m in ing , an d  a g ric u ltu re  accounted fo r  abou t 
tw o -th ird s  to  th re e -fo u rth s  o f th e  incom e received from  L a tin  A m erica. 
T h e  p ro p o rtio n  increased  in  th e  la t te r  p a r t  o f th e  Avar as U n ited  S ta tes  
pu rchases o f the  o u tp u t o f these in du strie s increased and  the  sh ip p ing  
s itu a tio n  becam e less c r i t ic a l ; how ever, desp ite  a la rg e  o u tp u t, receipts 
fro m  L a tin  A m erican  m in in g  com panies contro lled  by  A m ericans 
declined a f te r  1941, ow ing  p r im a rily  to  r is in g  op e ra tin g  costs.

T he  effectiveness o f enem y subm arines (an d  th e  gene ra l shortage  
o f sh ip p in g  fac ilities ) in  p reven tin g  th e  sh ipm en t o f p rod u cts  from  
L a tin  A m erica  to  th e  U n ite d  S ta te s is i l lu s tra te d  by  changes in  re 
ceip ts o f pe tro leum  income. Incom e fro m  th a t  in d u s try  in  L a tin  
A m erica  rose fro m  $36.4 m illion  in  1940 to  $47.5 m illion  in  th e  nex t 
year, only to  fa l l  to  $89.8 m illion  in  1942* a t  the  h e ig h t of th e  enem y’s 
subm arine  ac tiv ities  in  th is  a rea. B y 1944, w hen o u r  m ilita ry  effort 
h a d  v ir tu a lly  e lim ina ted  th is  m enace, incom e rose to  $107.2 m illion.

T h e  w orld -w ide su g a r sh o rtag e  b ro u g h t abou t by th e  absence of 
expo rts  fro m  some o f th e  m a jo r  su ga r-p rod uc in g  coun tries ( th e  R e 
pub lic  o f th e  P h il ip p in e s  an d  th e  N e th erlan ds  In d ie s)  an d  an  in 
c reased  dem and  fo r  m ilita ry  purposes boosted su g a r prices a nd  r e 
dounded to  th e  benefit o f  p ro ducers in  th e  W est Ind ies. T h e  com 
b ined  effect o f increases in  p rices a n d  in  C aribbean  p rod u ctio n  m ore 
th a n  tr ip le d  A m erican  incom e rece ip ts  betAveen 1940 and 1945. T he  
a p p rox im a te  rise Avas fro m  $5 m illion  to  $18 m illion . H ow ever, no t 
a ll  a g r ic u ltu ra l investm ents fa re d  as well. T h e  sho rtage  o f sh ip p ing  
fac ilities  k e p t th e  incom e fro m  banana  p la n ta tio n s  a t  a re la tiv e ly  Ioav 

level u n til  1944.

19 Y ie ld ”  in c lu d e s  o n ly  a c t u a l  r e c e ip t s  b y  A m e r ic a n s ,  w h i le  “ p r o f i t ”  o r  “ e a r n i n g s ”  
r e p r e s e n t s  t h e  t o t a l  A m e r ic a n  e q u i ty  in  e a r n in g s  o f  t h e  fo r e ig n  e n t e r p r i s e ,  w h e t h e r  r e t a in e d  
a s  r e i n v e s t e d  e a r n in g s  o r  p a id  o u t  to  A m e r ic a n s  a s  d iv id e n d s  o r  e a r n in g s .
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Tabl e 15.—Am erica n  in v e s tm e n ts  in  fo re ig n  su b sid iaries: E a rn in g s on  common  
stock , common div iden ds, and re in ves ted  earn ings,1 by areas, IOJiO-J/5

[In  m illions  of dollars]

I te m
S te rling

area C a n a d a  2 A m erican
R ep ub lic s O th e r T o ta l

1940

E a rn in g s  on  com m on  s to c k ___________________ n . s. s. 114. 6 n . s. s. n . s. s. 313.4
C om m o n  d iv id e n d s . _______________________ 49.9 104.5 69.0 47.1 270. A

R einv es te d  ea rn in gs .......... . ........ ........ . ................... n . s. s. 10.1 n . s. s. n . s. s. 43.0

1941

E arn in g s  on  com m on  s to c k .......... ..................... ...... 76.8 150.8 105.5 66.1 399.2
C om m on  d iv id e n d s ------------  -------------- --------- 38.7 97.7 35.3 46.5 218.2
R e inv es te d  earn in gs................................... .............. 38.1 53.1 70.2 19.5 180.9

1942

E arn in g s  on  com m on  s to c k ....... ....................... ........ 72.0 162.2 123. 3 14.7 372.2
C om m on  d iv id en d s  ----- ------ ------------------ . . . 39.0 90.5 54.4 3 .9 187. S
R e in v es te d  ea rn in gs --------------------  . . .  -------- 33.1 71.7 68.9 10.7 184.4

1943

E arn in g s  on  com m o n  s to c k .......... ..................... ...... 71.0 152. 6 136. 4 30.9 390. 9
C om m on  d iv id e n d s .......... ........... .......................... . 42.9 86.5 74.0 11.3 214.7
R e in v es te d  earn in gs--------------------  -------- 28.1 66.1 62.4 19.5 176.2

1944

E a rn in g s  on  com m on  s to c k ....... ............. ................ . 75.5 130.3 107.0 41.6 354.5
C om m on  d iv id en ds  _______ ____ ______ _____ 40.8 80.2 54.0 6 .6 181.6
R e in v es te d  e a rn in gs ----------------------------- -------- 34.7 50.1 53.1 35.0 172. 9

1945

E a rn in g s  on com m on  s to c k ----------------------------- 69.9 129.0 96.7 26.7 322.3
C om m o n  d iv id e n d s . ________  . . .  --  --------- 38.5 69.4 51. 9 6.2 166. 1
R e in v es te d  ea rn ings ------------------------------------- 31.4 59.6 44.8 20.5 156.3

T o ta l,  1941-45

E a rn in g s  on  com m on  s to c k ----------  --------------- 365.3 724.9 569.0 180.0 1,839.1
C om m on  d iv id e n d s . ____________ ________ 200.0 424.3 269. 6 74.6 968. 5
R e in v es te d  ea rn in gs ................... - -------- ------------ 165.3 300.6 299.4 105.3 870.6

1 F ore ign  subsid iaries for th is  p u rpo se  are  com panies in co rpo ra ted  ab ro ad  25 p erc en t or m ore  of w hose 
v o tin g  sha res w ere  he ld  in  th e  U n ite d  S ta tes . In c lu d e d  in  th is  com pila tion , therefore , w ere  com pan ies 
th a t  w ere  closely h e ld  a n d  th ose  w hose shares w ere  w idely  sc a tte re d  am on g  U n ite d  S ta te s  ho lders. B ra nch es  
w ere  excluded  from  th is  tab le .

2 E a rn in g s  h av e  bee n  re du ced  to  th e  ex te n t of w ith h o ld in g  taxes p a id  on  d iv id en d s  w h ich  rang e  from  
$4 m il lio n  to  $8 m illion .

n . s. s. N o t show n  separa te ly .

Not e.—Deta il w ill n o t nec essarily  a d d  to  to ta ls  bec ause  of ro u nd in g . D a ta  for 1940 are  less com ple te  
th a n  for o th e r years.

Tabl e 16.—Incom e received from  Am er ica n  direct in v e s tm e n ts , by area and
in d u s try , 19JfO-45 1

[In  m illions of dollars] *

A rea  a n d  in d u s try

A ll a reas, to ta l .

M a n u fa c tu r in g -------
D is tr ib u tio n _______
A g r ic u l tu re - ..............
P a p e r  a n d  p u lp ____
F is h in g _____ _____
M in in g  a n d  sm e ltin g
P e t r o le u m .. ......... .
P u b lic  u til it ie s -------
M isce llaneous 3-------
U n d is tr ib u ta b le ........

1940 1941 1942 1943 1944 1945

412.5 400.4 358.3 367.8 418.0 392.1

112.9 105.8 97.5 96.5 85.4 76.2
34.6 28.5 25.5 29.8 31.0 30.4
13.3 18.3 22.5 18.3 28.7 30.6
8 .0 7.1 5 .2 6.3 5 .4 9 .6

(2> (2> p) m (2) p )
86.3 89.1 79. 6 75.4 64.8 50.9
93.7 90.9 66.7 77.7 140.0 137.8
35.8 37.5 40.3 42.1 42. 6 38.5
22.2 17.8 15.3 15.5 14.3 12.3
5 .6 5.5 5 .7 6 .2 5 .8 5 .7

S e e  f o o tn o te s  a t  e n d  o f  t a b l e .
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Tabl e 16.—Incom e  rece ived from  Am er ica n  direc t in ve s tm en ts , by  area  and
in d u s tr y , 1940-45

A re a  a n d  in d u s try 1940 1941 1942 1943 1944 1945

S ter ling  area , to ta l .............................  .  .............. 61.1 47.3 53.4 58.1 54.5 52.1

26.7 23.2 22.5 24.2 21.3 20.2
D is tr ib u tio n ____ ____ ____ ____ _________________ 12.2 10.5 10.1 12.0 11.3 13.0

1.9 .2 .2 .2 .3
M in in g  a n d  s m e lt in g ......... ........ . ............................... . 2.1 1.1 1.6 1.8 1.2 .7
P e tro le u m ____________________________________ 13.7 10.1 14.3 15.1 17.5 16.3
P u b lic  u ti l i t ie s ___________________ ____ ______ . 1 .1 .2 .1 . 1 .1

4.3 2 .2 4 .4 4 .6 2 .8 1.4
U n d is tr ib u ta b le ........... ...... ........... . ............................. . .1 .1 .1 .1 .1 . 1

C a n a d a , to ta l___ ________ ________________ 127.6 120.6 114.0 109.5 101.0 93.0

51.8 50.3 51.0 44.3 41.1 34.4
D is tr ib u t io n .____ _____ _ _____________  _____ 6 .3 4.1 4.1 3 .8 3 .8 4 .0
A g r ic u ltu re ............... ........... ......... . ............. ...... ........... .1 .1 .1 .1 .1 .1
P a p e r  a n d  p u lp ----------------------------------------------- 8 .0 7.1 5 .2 6.3 5 .4 9 .6
F is h in g _______ ________ _________ _____________ 0 0 « w « 0

31.2 32.0 25.8 25.1 24.7 20.9
P e tro le u m ................. ........ . ........ ... ............. ........  ....... 5 .3 7.1 6 .2 6 .2 4 .7 4 .6
P u b lic  u til it ie s— ................. . ........ ...... .............. ........... 16.6 14.1 15.4 16.8 14.7 13.2

3 .2 .7 1.0 1.2 1.2 1.0
U  n  d u s tr ib u ta b le . .  _____ ________________________ 5.1 5.1 5 .2 5 .7 5.3 5 .2

A m erica n  R epu b lics, to ta l_____ ____ ________ 152.9 179.2 176.6 180.9 241.7 220.1

20. 2 18.8 21.5 21. 9 21.7 18.0
D is tr ib u t io n ___ ____________ __________________ 9 .8 9.9 11.5 11.7 14.9 12.5
A g r ic u ltu re ......... ........ ......... ............. ........... ... ............. . 11.3 18.1 22.2 18.0 28.4 30.2
M in in g  a n d  sm e lt in g ....................... . .............................. 53.0 56.0 52.2 48.5 38.9 29.3
P e tro le u m -------------------- -------- ------------- - ------- 36.4 47.5 39.8 51.1 107.2 100.8
P u b lic  u ti l i t ie s ................. ............. ........ . .............. .......... 16.9 21.8 24.5 24.8 25.1 25.2

4 .9 6 .8 4 .5 4 .5 5.0 3.7
U n d u s tr ib u ta b le _______________ _______ _ ____ .4 .3 .4 .4 .4 .4

O th er , to ta l____ ___ ________  _____ ________ 70.8 53.3 14.3 19.3 20.8 26.8

14.2 13.5 2 .5 6 .0 1.3 3.6
D i s t r i b u t i o n . _ _______________  ________ ____ 6 .3 4.0 - 0 . 2 2.3 1.1 .9
P e tro le u m __________ ________ ______________ _ 38.3 26.2 6 .4 5.3 10.5 16.1

2. 2 1. 5 .2 . 4 2 .6
M iscellaneous 3____________ ____ ________ ______ 9 .8 8.1 5.4 5.3 5.3 6.2

« 0 « 0

1 F o r a  c ross-section v iew  of th e  re la tiv e  y ie ld s for th e  variou s in d u s tr ies  in  1943 a n d  a  d e ta iled  s ta te m e n t 
of th e  ty p e s  of incom e rece ived  from  each  in d u s try  in  1944, see a pp end ix  C , ta b les  X V I, X V II , a n d  X V II I .

2 L ess th a n  $50,000.
3 In c lud es  incom e from  ag ricu ltu ra l a n d  m in in g  a n d  sm e ltin g  en te rp r ises  op era tin g  in  “ O th e r”  area .

Not e.—D e ta il  m a y  n o t  a d d  to  to ta ls  because  of ro u nd in g .

T h ou gh  th e  re tu rn s  fro m  m a n u fa c tu rin g  en terp rise s w ere fa ir ly  
steady, th e  experience w ith in  th e  in d u s try  w as n o t un ifo rm . A u to 
m otive  profits  v ir tu a lly  d isap pe ared  w hile pharm aceu tica l p rofits  in 
creased considerably , ow ing  in  la rg e  m easu re  to  th e  e lim inatio n  o f 
G erm an  d ru g  firm s in  L a tin  A m erica  th ro u g h  th e  cooperative  efforts 
o f th e  A m erican  R epublics. Increased  incom e fro m  pub lic  u tilitie s  
reflected m a in ly  increased  in d u s tr ia l a c tiv ity  a n d  th e  consequent de 
m an d  fo r  electric  pow er, a n d  th e  increased use o f te lephones a n d  
tra n sp o rta tio n . A m ong  fac to rs w hich con trib u ted  to  m a in ta in  th e  
flow o f incom e d u r in g  th is  pe rio d  w ere th e  investm ent o f new  c ap ita l 
in  m a n u fa c tu r in g  fac ilities , in c lud in g  ru b b e r p rod u cts  a n d  tex tiles , 
a nd  a genera l easing  o f exchange contro ls a ffecting  rem ittan ces  o f 
income.

Canada .—U n like  re tu rn s  fro m  L a tin  A m erica, d irec t-investm en t 
incom e rece ip ts  from  C anada , d u r in g  th e  w a r years, fe ll bo th  abso 
lu te ly  a n d  p ro p o rtio n a te ly  to  to ta l d irec t-in vestm en t rece ip ts , de 
sp ite  th e  fa c t th a t  p ro fits a f te r  taxes w ere h ig h e r  d u r in g  1941-45 
th a n  in  1939 (see c h a r t 20 ). R eceip ts declined from  31 p ercen t ($127.6 
m illion ) o f th e  to ta l to  24 pe rcen t ($93 m illion ) in  th is  6 -y e a r pe riod , 
a n d  y ielded  ju s t u n d e r 5 percen t.
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C h a r t  2 0

AMERICAN DIRECT IN V E ST M E N T S IN 
CANADA: DIVIDENDS AND EARNINGS 

ON COMMON STOCK, 1 9 3 8 - 4 5
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N O T E - E A R N IN G S  H A V E  B E E N  R E D U C E D  B Y  T H E  A M O U N T  O F  C A N A D IA N  

W IT H H O L D IN G  T A X E S  P A ID  O N  D I V ID E N D S .

T he  decline in  incom e received in  th e  U n ite d  S ta te s  a f te r  1939 m ay 
be ex p la ined  as fo llo w s :

(1) B eg inn in g  w ith  th e  ou tb reak  o f th e  w a r in  1939, C anad ian  
exchange-contro l reg u la tio ns  p rev en ted  th e  rem ittance  o f p re w ar 
profits.

(2) T h e  dep rec ia tion  o f th e  C an ad ian  do lla r  m ay also have  
affected adversely  th e  rem ittance  o f  d iv idends an d , o f  course, 
reduced  th e ir  U n ite d  S ta te s  d o lla r  equivalen t.

(3) I n  1941 th e  C an a d ian  w ith h o ld in g  ta x  r a te  on d iv idends 
p a id  by  C anad ian s to  residen ts  o f th e  U n ite d  S ta te s, by  a ll  except 
w ho lly  ow ned subsid iaries, w as ra ise d  to  15 pe rcen t fro m  5 p e r 
cent.

(4) D u rin g  th is  6-year pe riod , A m erican  d irec t-investm en t 
com panies in  C anad a  co n tr ib u ted  to  th e  expansion o f C an ad ian  
in d u s tr ia l cap ac ity  by  re inv esting  over 35 pe rcen t o f th e ir  n e t 
earn ings.
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(5 ) T he  p rod u ctio n  o f go ld  w as deem phasized as no t essential 
to  th e  w a r effort, th u s red uc in g  incom e on U n ite d  S ta tes  in ves t 
m en ts in  go ld -m in ing  com panies.

(6) D iv idend  paym en ts w ere p robab ly  w ithh e ld  d u r in g  1945 
in  an tic ip a tio n  o f a re tu rn  o f th e  C an a d ian  do lla r  to  p a r ity  w ith  
th e  U n ite d  S ta te s do lla r.

T h e  m a n u fa c tu rin g  in d u s try  accounted fo r  an  average  of abou t 40 
pe rcen t o f to ta l d irec t-inv estm en t rece ip ts  from  C anada . Incom e 
fro m  th is  in d u stry , 75 pe rcen t o f w h ich  is gene ra lly  in  th e  fo rm  o f com 
m on d iv idends, declined by o n e -th ird  in  th e  6-year pe riod , a lth ou gh  
m a n u fa c tu rin g  com panies w ere fu lly  engaged. T he  decrease a p p a r 
en tly  reflected a genera l co rpo ra te  policy  o f financing  some p la n t 
expansion by re investing  earn in gs, inasm uch as 50 p ercen t o f n e t e a rn 
ings w ere re ta in ed  by A m erican  d irec t-inv estm en t com panies engaged 
in  m a n u fa c tu rin g  in  1942. N evertheless, th e  incom e p a id  o u t by  th e  
in d u s try  (in c lu d in g  p a p e r  a nd  p u lp )  am oun ted  to  $50.6 m illion  in  
1943, o r a re tu rn  o f 5.4 pe rcen t on A m erican  cap ita l. A bo u t one- 
th i r d  o f th e  investm en t in  a ll C an ad ian  m a n u fa c tu rin g  com panies 
w as A m erican -ow ned  in  1939.20

R eceip ts fro m  m in in g  com panies also declined by  a th ird , fro m  $31.2 
m illion  in  1940 to  $20.9 m illion  in  1945. T he  decrease reflected low er 
earn ings, chiefly by go ld -m in ing  com panies, ow ing  la rg e ly  to  th e ir  
in ab ility  to  ob ta in  m uch-needed equipm en t a nd  to  th e ir  loss o f sk illed  
labo r to  en terp rise s m in in g  w ar-necessary m etals . R einvested  e a rn 
ings w ere neglig ib le  in  th is  in d u stry , a ve rag in g  only a few  pe rcen t of 
n e t incom e. R etu rn s fro m  investm ents in  pub lic  u tili tie s  declined by 
20 percen t d u r in g  th e  w ar.

S terlin g  area.— R eceip ts o f incom e fro m  th e  U n ite d  K in gdom  de 
c lined  d u r in g  the  w a r an d , as a resu lt, accounted fo r  only 49 percen t 
o f th e  to ta l fro m  th e  s te r lin g  a rea  in  1944, com pared  w ith  59 percen t 
in  1940. E a rn in g s  o f A m erican  d irec t-inv estm en t com panies in the  
U n ite d  K in gdo m  a p p a re n tly  w ere som ew hat la rg e r  in  1941 th a n  
in  1940 bu t, because th e re  w as a sh a rp e r  increase in  th e  p ro p o rtio n  re 
invested in  1941, incom e received in  th e  U n ite d  S ta te s declined from  
$35.8 m illion  to  $26.2 m illion . (See ap pend ix  C, table  X V ). Incom e 
rece ip ts  in  subsequent y ears rose, fo llow ing  th e  easing  o f exchange 
res tric tions.

T h e  decline in  incom e from  S ou th  A frica  occurred in m a n u fa c tu r 
ing , ow ing  in p a r t  to  an in ab ility  to  ob ta in  subassem blies fro m  the 
U n ited  S ta tes. O n th e  o th e r hand , rece ip ts  from  petroleum  en te r 
p rises ra ised  sh a rp ly  th e  rece ip ts  from  A u s tra lia , E g y p t, a n d  In d ia  
an d  accoun ted  fo r  m ore  th a n  h a lf  of th e  increase in incom e from  a ll 
en terp rises in  th e  th re e  coun tries d u rin g  th e  w a r period . W hile  re 
corded incom e rece ip ts  from  petro leum  investm ents in  th e  s te r lin g  
area  increased, ou r figures do no t inc lude  th e  profits  o f  some com panies 
in  th e  M idd le E a s t  th a t  follow ed th e  p rac tice  of n o t dec larin g  d iv i 
dends. T he  effect o f w a r dam age in  th e  ste rlin g  area  on earn in gs 
a nd  d iv idends is believed to  have  been sm all.

O ther areas.-—T he incom e fro m  en terp rises in  o th er  a reas d ropp ed  
sh arp ly , inasm uch as these areas included  th e  enem y countries and  the  
p rin c ip a l contro lled  and  in vaded  countries. A f te r  1941, e arn in gs  and 
incom e from  those  coun tries no t un d er enem y dom ination  rose.

2;l R e p o r t  o f  C o m m is s io n e r s ,  C o m b in e s  I n v e s t i g a t i o n  A c t , C a n a d a  a n d  I n t e r n a t i o n a l  
C a r te l s ,  O t t a w a ,  O c to b e r  10, 194r>, p . 41 .
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I n t e r e s t  R e c e i p t s  o n  D o l l a r  B o n d s  C o n t i n u e d  t o  D e c l i n e

T he decline in  in te re s t rece ip ts  by A m erican  ho lde rs o f fo re ign  dol 
la r  bonds th a t  began w ith  w idesp read  d e fau lts  in  1981 continued  d u r 
ing  th e  w a r period , a lth ou gh  in  1945 rece ip ts increased (see ta b le  17). 
A m ong  th e  fac to rs influencing th e  level o f rece ip ts  a f te r  1939 w ere 
th e  con tinuous a nd  increas in g  am ortiza tion  o f o u ts ta n d in g  issues by 
C anadian-—an d  to  a  lesser ex ten t L a tin  A m erican— borrow ers and  
de fau lts  by the  A xis p a r tn e rs  a nd  ov errun  areas. S ince th e  lim ited  
am ou n t o f new  fo re ign  bo rrow in g  in  th is  coun try  w as m ain ly  fo r the  
re fu n d in g  o f C an ad ian  issues ( a t  low er in te re s t ra te s ) , even th e  new  
loans served to reduce  in te re s t rece ip ts . O n th e  o ther h a n d , debt set 
tlem en ts, p a r tic u la r ly  by several L a tin  A m erican  borrow ers, and  th e  
re la tive ly  la rg e  volum e of A m erican  pu rchases on A m erican  a nd  C a 
na d ia n  security  exchanges of C anad ian  bonds payab le  in  U n ited  S ta tes  
do lla rs  served to re ta rd  the  ra te  of the  decline in  in te re s t rece ip ts  and 

t ra ised  1945 rece ip ts  a lm ost to  th e  1942 to ta l o f $78.6 m illion .
B etw een 1939 an d  1942 in te re s t received fro m  th e  A xis a n d  sa te llite  

n a tio n s fe ll fro m  $10.7 m illion  to  zero, w hile no n paym en t by c er ta in  
invaded  countries low ered A m erican  rece ip ts by about a n o th e r  m illion. 
R eceip ts  from  a ll o th er  coun tries rose abou t $4 m illion  d u r in g  th e  same 
pe rio d  desp ite  am ortiza tio ns o f $132 m illion  in  excess o f new  issues of 
bonds. T he  increase  was due m ain ly  to  the  previously  m entioned  
A m erican  purchases o f C anad ian  securities  fro m  C an ad ian  holders 
and  to  d e b t-a d ju stm en t p lans  on th e  d e fau lted  ob liga tions o f B raz il, 
C olom bia, C uba, an d  the  R epublic o f P an am a.

D u rin g  1943 a nd  1944, la rg e  A m erican  pu rchases o f o u ts ta n d in g  
C an ad ian  securities offset only p a r t ly  th e  effect on in te re s t paym en ts 
to  th e  U n ite d  S ta te s  o f th e  re tirem en t o f en tire  C an ad ian  issues o u t 
s tan d in g  in  th is  co un try  a nd  o f th e  re fu n d in g  o f o ther C an ad ian  issues 
a t  low er in te re st ra tes. I n  th is  period  tw o im p o rta n t deb t-se ttlem en t 
p lan s w ent in to  effect. One, a ffecting M exican bonds, h a d  an  in sig 
n ifican t effect on bond in te res t, inasm uch  as th e  p rin c ip a l of th e  de 
fa u lte d  obliga tions w as scaled dow n to  abou t one-fifth  o f th e  o r ig in a l 
value. H ow ever, bonds th a t  o rig in a lly  h a d  gone in to  d e fa u lt abou t 
th re e  decades e a r lie r  w ere p laced  on an  in te re st-p a y in g  basis. T he  
second se ttlem en t affected th e  bonds o f B ra z il , th is  c o u n try ’s la rg es t 
L a tin  A m erican  debtor, on w hich  only token  paym en ts h a d  been re 
ceived since 1934, a n d  ad ded  a lm ost 20 pe rcen t to  th e  in te re s t received 

.  fro m  th a t  co un try  in  1944 as com pared  w ith  the  p reced ing  year.
H o ld ers  o f B ra z ilian  bonds w ere offered tw o se ttlem en t p lans. U n 

de r p lan  A , th e  nom inal va lue  o f th e  o u ts ta n d in g  bonds rem ained  u n 
changed, in te re s t ra tes  o f 5 to  8 pe rcen t w ere scaled dow n to  1%  to 

4$ . 3 y2 percen t, a n d  m a tu ri ty  da tes w ere ex tended  an  a d d itio n a l 22 to
84 years. P ay m en ts  o f in te re s t an d  p r in c ip a l rem ained  th e  respon 
s ib il ity  o f th e  o r ig in a l issuers. P la n  B , p rov ided  fo r  reductions of 
fro m  20 to  50 pe rcen t in  th e  nom inal va lue  o f each issue, cash paym en ts 
of from  $75 to  $175 pe r $1,000 bond to  com pensate fo r  th e  loss in  
nom inal values, a nd  th e  issuance o f new  bonds w ith  in te re s t ra te s  of 
3%  percen t. T he  new  securities becam e th e  d ire c t ob liga tion  of th e  

B ra z ilia n  G overnm ent.
I n  1945 to ta l do lla r-bond  in te re s t rece ip ts  rose fo r  th e  first tim e in  

15 years as a re su lt o f add it io n a l A m erican  purchases o f o u ts ta n d in g  
C an a d ian  obliga tions, th e  rea d ju stm e n t o f th e  deb t o f th e  P rov ince  
o f A lb erta  (C a n a d a ) , a nd  th e  acqu isition  o f new  bonds of th e  S pa n ish
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T able 17.—In te r e s t rece ip ts  from  Am erica n  in v e s tm e n ts  in  fo re ig n  do llar bonds,
191,0-45

[In  m il lio ns  of do llars]

A re a  a n d  c o u n try 1940 1941 1942 1943 1944 1945

82.3 79.0 78.6 72.2 69.8 77.4

58.8 57.8 61.7 56.5 55.0 61.5

10.7 11.5 10.8 9 .7 9.5 9 .5

1.3 1.4 1.4 1.1 .9 .8
.9 1.0 1.0 .8 .5 .4
.2 .2 .2 .2 .2 .2
.2 .2 . 2 .2 .2 .2
.3 1.3 .6 .6 .7 .6
.1 .1

E l  S a lv a d o r........................................................
. 1 . 1 . l . 1 0 )

.5
( 0

.1 1.2 .5 .5
M e x ico ____________________________ ___ .1 .2 . 1

9. i 8 .8 8 .9 7.9 8 .0 8.1
2.9 2 .8 3 .0 2 .3 2 .2 2.1

2 .7 2 .7 2. 5 2 .5 3 .0 3 .4
C h i le . ................ ......... .................. . ......... . ........... 2 .3 2 .2 2.1 2 .0 1.6 1.4

.6 .5 .7 .6 .7 .7
E c u a d o r_________ _______ ______ _________
P e r u ............................. . ............................ . . . . . . . . . . . . . . . . . . .

. 6 . 6 . 6 . 5 . 5 . 5

6 .8 4 .2 3.1 3 .0 2 .3 3 .5

A u s tr ia . . ........... ..... ........... . ........... .................... .........
. B elg iu m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. ............................ ............... .4 .3 . 3 . 3 . 3 . 3

B u lg a r ia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .1 «

1.4 1.4 1.4 1.4 1.4 1.4
E ire  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 )

.1
w « « ( 0 «

. 1 . 1 . l . 1 ( o
«

. 1
F ra n c e ...... . . . . . . . . . . . . . . . . . . . ....... ..... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 . 1 « ( 0 «
G e r m a n y . . ............ . . . . . . . . . . . . . . . . . . . ................ . ........... . 1 .7 . 7

. 2 ( 0
. 2. 3

I t a ly ...... .......................... ....... ..... . . . . . . . . . . . . ........... . 8
. 8 . 8 . 8 . 7 . 5 . 5

P o l a n d . . .................... ......... ............... ........ .1
R u m a n ia ._____ _  _ _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _ _ _ _
S pa in  2___________  _ _ _ _ _ _ _ _ _ _ _  ____________ 1.2
U .  S. S. R . 3 ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ............. . 5 .5 . 5 .4

. 1 m

A frica (L ib e r ia ) . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . .............................. . 1 . 1 . 1 . 1 . 1 ( 0

3.3 2.8 .5 5 . 5

2. 7 2.3
. 6 .5 . 5 . 5 .5 . 5

A u s tra lia . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ......................... 2 .6 2 .6 2.4 2 .4 2 .4 2.4

1 L ess th a n  $50,000.
2 B ond s issued  in  1945. 
8 B ond s re ti re d  in  1943.

Not e.—Deta il m a y  n o t  a d d  to  to ta ls  b ecause  o f ro u nd in g .

G overnm ent. A  S p a n ish  issue o f $50 m illion , ta k e n  by  th e  I n te r n a 
tio n a l T elephone a n d  T e le g rap h  C om pany in  1945 as p a r t  pa ym en t 
fo r  i ts  te lephone system  in  S p a in  sold to  th e  S p a n ish  G overnm ent, 
he lped  to  increase  th e  rece ip t of in te re s t by  $1.2 m illion .

D u rin g  th e  period  1940-45 in te re s t rece ip ts  on th e  d o lla r  bonds o f 
C an ada  rose fro m  71 pe rcen t of to ta l rece ip ts  to  a lm ost 80 percen t, 
a lth o u g h  in  th e  la s t ye ar  th e  p a r  va lue  of C an ad ian  bonds he ld  in  th is  
coun try  ag g reg ated  on ly  57.7 pe rcen t o f th e  p a r  va lue  o f a ll fo re ign  
d o lla r  bonds in  A m erican  ha nd s (see ap pe nd ix  C, tab le  X X I I .  T he
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im p ortance  o f re la tiv e ly  h ig h  ra te s  o f re tu rn  on C an a d ian  do lla r  
bonds w as reflected in  th e  y ie ld  on bo th  th e  p a r  an d  m a rk e t va lues 
o f a ll  d o lla r  bonds he ld  in  th e  U n ite d  S ta te s  d u rin g  th e  6-year pe riod  
u n d e r considera tion , w h ich  ran g ed  fro m  3.4 to  3.7 pe rcen t on a  p a r-  
va lue  basis a n d  fro m  4.4 to  5.7 percen t on  a m arke t-va lue  basis. A s 
m ig h t be expected, th e  y ie ld  on a p a r-v a lu e  basis  of m ost L a tin  A m er 
ican, E u ro p e a n , an d  A sia tic  bonds w as below  2 pe rcen t d u r in g  m ost 
o f th e  pe riod , a lth ou gh  m ark e t prices o f m any o f these  securities  w ere 
low  enough to  p rov ide  a ttra c tiv e  y ie ld s (see tab le  18).

Tabl e 18.—Avera g e  y ie ld  on pa r  and m a rk e t va lu es  o f Am erica n  in v e s tm e n ts  in  
fo re ig n  do llar bonds, 191/0-451

[In  p erc en t; in te re se t rece ived  to  v a lu e  a t  e n d  o f year]

A rea

1940 1941 1942 1943 1944 1945

P a r
M a r 
k e t P a r M a r 

k e t P a r
M a r 
k e t P a r M a r 

k e t P a r M a r 
k e t P a r

M a r 
k e t

A ll c o u n trie s______ 3 .5 5 .7 3.5 5.5 3.6 5.2 3.4 4 .6 3.4 4 .4 3 .7 4.7
C a n a d a ______ ____ ____ 4 .4 5.1 4.5 4 .9 4.9 5.1 4 .7 4.6 4.6 4 .4 5.3 4 .9
W e s t In d ie s  2__________ 4 .2 7 .5 4 .8 7.0 4.9 6 .7 4.6 5 .2 4 .8 5.2 5.0 5.3
C e n tr a l A m e r ic a ..-  ___ .4 3 .3 1.7 3 11.2 .8 3 4.1 1.1 3 .2 1.2 3 .8 1.2 2.9
S ou th  A m erica ................ 1.7 7.3 1.7 6.9 1.8 5.4 1.7 4 .2 1.9 4 .3 2 .0 4.1
E u ro p e _______________ 2.5 10.0 1.7 8 .5 1.3 8 .4 1.3 8.0 1.0 5.0 1.3 3.5
A s ia ............ ....................... 5 .5 9.6 4.9 8.8 .9 4.2 .9 4.0 .9 3.9 .9 3.8
A frica a n d  O ce an ia_____ 5.1 9.0 5.3 8 .2 4.9 6.1 5 .0 5 .4 5.1 5 .2 5 .0 4.8

1 A fte r 1941 b o n d s  of th e  follow ing  co un trie s w ere  in c lud ed  in  th e  average  y ie ld s on  a  p a r-v a lu e  b asis  b u t  
w ere  excluded  from  th e  y ie ld s on  a  m a rk e t-v a lu e  basis: A u s tr ia , B u lgar ia , G erm an y , H u n g a ry , I ta ly , R u 
m a n ia , a n d  J a p a n . T h e  exclusion of th es e  cou n trie s w ou ld  h av e  ra ised  th e  to ta l  y ie ld  on  p a r  v a lu e  fo r 1945 
from  3.7 to  4.2 perc en t.

2 In c lud es  M exico.
* R eflec ts  p a y m e n ts  b y  th e  R e p u b lic  of P a n a m a  on  coupons in  arre ars .

I n t e r e s t  R e c e i p t s  o n  U .  S .  G o v e r n m e n t  L o a n s  a n d  I n v e s t m e n t s

T he  volum e o f U n ite d  S ta te s  G overnm en t loans o u ts ta n d in g  p r io r  to  
1940 w as neglig ib le  by  p re sen t s ta n d a rd s  (see ta b le  27) a nd  th e  
am oun ts advanced d u r in g  th e  w a r w ere m oderate , inasm uch  as th e  
m a jo r financial assistance to  th e  A llied  coun tries w as p rov id ed  th ro u g h  
lend-lease  a id . C onsequently, th e  G overnm en t received a re la tiv e ly  
sm all volum e o f in te re s t d u r in g  th e  w ar ( ra n g in g  fro m  $3 m illion  to  
$18 m illion  p e r  y e a r ) , p r im a rily  on th e  loans o f th e  E x p o rt- Im p o r t 
B an k  an d  on th e  R eco nstruc tion  F in anc e  C orpo ra tion  loan  o f  $425 
m illion  to  th e  U n ite d  K in gdo m  in  J u ly  1941 (see tab le  13).

.  I n c o m e  R e c e i p t s  o n  M i s c e l l a n e o u s  I n v e s t m e n t s  I n c r e a s e d  S l i g h t l y

Incom e received by  U n ite d  S ta te s res iden ts  fro m  m iscellaneous in 
vestm ents ab road , th a t  is, investm ents o th e r th a n  d ire c t investm ents, 
d o lla r  bonds, o r G overnm ent loans, is  estim ated  to  have  ran g ed  fro m  

" r $ 5 1  m illion  to  $65 m illion  d u r in g  th e  w ar years. T h e  low p o in t o f $51
m illion  w as reached in  1941 as rece ip ts  fro m  C anada  d ropp ed  off, bu t 
th e re  w ere increases th e re a f te r  in  every  y e a r  except 1943, a nd  a  h ig h  
p o in t o f abou t $65 m illion  w as reached  in  1945 (see ta b le  13). T h e  
fa ir ly  steady  increases in  rece ip ts  a f te r  1941 w ere la rg e ly  th e  re su lt o f  
continued  purchases by  A m ericans o f C an ad ian  co rpo ra te  stocks and 
in te rn a l bond issues.

I n c o m e  P a i d  t o  F o r e i g n e r s  o n  I n v e s t m e n t s  i n  t h e  U n i t e d  S t a t e s

In v e stm e n t incom e p a id  to  fo re igners, a f te r  deduction  o f U n ite d  
S ta te s  taxes, declined by  26 percen t, f ro m  $210 m illion  in  1940 to  about 
$159 m illion  in  1942, a n d  rem ained  n e a r  th is  level th ro u g h  th e  rem ain-
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in g  w a r years. H ow ever, these  d a ta  inc lude  paym en ts by  the  U n ite d  
S ta te s G overnm en t on fo re ig n  investm ents in  long- an d  sh o rt- te rm  
G overnm ent secu rities an d  deposits  w ith  th e  T rea su ry . These p a y 
m ents increased from  $6 m illion  in  1940 to  $8 m illion  in  1942 a nd  to 
$14 m illion  in  1945. T h us , paym en ts to  fo re igne rs on ho ld ings o f o ther 
th a n  U n ite d  S ta te s G overnm ent ob liga tions w ere  reduced  by  various 
w ar-in duced  fac to rs to  levels com parable  w ith  those in  th e  period  
1924-25 and  th e  depression ye ar  of 1935.

T he tre n d  in  incom e paym en ts to  fo re igne rs from  1940 to  1945 w as 
closely associa ted w ith  th e  experience  o f A m erican  business as a whole 
in  th e  period . A lth o u g h  paym en ts to  fo re igne rs declined sh a rp ly  
w hile A m erican  in d u s try  enjoyed increased ea rn in gs  a nd  w as able to  
increase  dom estic n e t d iv idend  paym en ts by ab ou t 20 pe rcen t fro m  
1940 to  1945,21 th e  decline  in  paym en ts to  fo re igne rs w as due to  special 
w artim e fac to rs a nd  d id  no t reflect the  p ro fitab ility  o f fo re ign  in vest 
m ents here. T he  m ost im p o rta n t fac to rs causing  reduced  paym en ts 
to  fo re igne rs w ere th e  la rge-sca le  liq u id a tio n  o f ho ld ing s o f A m erican  
securities, th e  increase  in  incom e ta x  ra te s  app licab le  to  incom e p a id  to  
fo reigners, and  an  increased tendency on  th e  p a r t  of A m erican  subsid i 
a ries  o f fo re ign  c o rpo ra tion s to  re ta in  earn in gs  in  th e  U n ite d  S ta te s 
d u r in g  th e  w a r, a lth ou gh  th e  la t te r  fa c to r  cann o t be accu ra te ly  e sti 
m ated.

T he la rg es t declines w ere in  d iv id en d  paym en ts on po rtfo lio  h o ld 
ings, abou t $25 m illion , a nd  in  paym en ts on d ire c t investm ents (m a in ly  
d iv id en d s), abou t $20 m illion . P ay m en ts on p o rtfo lio  ho ld ing s fe ll 
la rg e ly  as th e  re su lt of B ritis h  liq u id a tio ns  o f la rg e  ho ld ings of h igh- 
g ra d e  U n ited  S ta te s securities to  p rov ide  d o lla r  exchange.

N e t sales o f  U n ite d  S ta tes co rp o ra te  shares by fo re ign ers  from  th e  
end o f 1939 th ro u g h  1945 am oun ted  to  abou t $565 m illion , red ucing  
fo re ig n  investm ents here , and , consequently, paym en ts to  fo reigners. 
I n  ad d itio n , paym en ts to  fo re igne rs w ere ca lcu la ted  a f te r  U n ite d  
S ta te s w ith ho ld in g  taxe s; th e  average  w ithh o ld in g  ta x  ap p lied  to  the  
incom e p a id  to  nonre siden t a liens no t engaged  in  tra d e  o r business in  
the  U n ite d  S ta te s rose fro m  abou t 12.3 pe rcen t in  1940 to  about 26.1 
pe rcen t in  1945.22

I n c o m e  P a y m e n t s  o n  D i r e c t  I n v e s t m e n t s

T he  decline in  paym en ts to  fo re ign  p a re n ts  by d irec t-investm en t 
en terp rise s in  th e  U n ite d  S ta te s w as a ttr ib u ta b le  to  severa l causes. 
E a r ly  in  th e  w ar, th e  B ritis h  d isposed  o f th e  c o n tro llin g  in te re st in  the  
A m erican  Viscose C orp., w hich  p a id  to ta l d iv idends o f a li ttle  over $4 
m illion  in  1940, w hile th e  A lien  P ro p e rty  C u stod ian  vested th e  e n te r 
p rises in  th e  U n ite d  S ta te s  contro lled  by th e  A xis na tions , w hich  h a d  
y ielded  abou t $2.5 m illion  in  1937. A  fu r th e r  e lem ent w as th e  degree 
to  w hich U n ite d  S ta te s subsid iaries of fo re ign  en te rp rise s re invested  
th e ir  earn ings. U n fo rtu n a te ly , li ttle  is know n about such re invested  
earn in gs  d u rin g  th e  w ar period , a lth o u g h  it w as estim ated  th a t  in  1937 
th ey  am oun ted  to  15 p e rcen t o f ne t earn in gs.23 F ig u re s  fo r  all A m eri-

21 U . S. D e p a r tm e n t  o f  C o m m e rc e . N a t i o n a l  I n c o m e , S u p p le m e n t  to  S u r v e y  o f  C u r r e n t  
B u s in e s s ,  J u l y  1 9 4 7 . t a b l e s  11 a n d  2 0 .

22 T h e  U n i te d  S t a t e s  w i th h o ld in g :  t a x  r a t e  a p p l ic a b le  to  m o s t  ty p e s  o f  in c o m e  p a y m e n ts  
( e x c e p t  f o r  C a n a d a  a n d  S w e d e n , f o r  w h ic h  c o u n t r i e s  t a x  c o n v e n t io n s  e s ta b l i s h e d  s p e c ia l  
r a t e s )  w a s  10  p e r c e n t  a t  t h e  b e g in n in g  o f  1 9 4 0 , r o s e  to  lOM» p e r c e n t  in  t h a t  y e a r ,  r e a c h e d  
2 7 V 2 p e r c e n t  in  1 9 4 1 . a n d  f i n a l ly  i n c r e a s e d  to  30  p e r c e n t  d u r in g  1 9 4 2 , a t  w h ic h  le v e l  i t  
r e m a in e d  t h r o u g h o u t  t h e  r e s t  o f  t h e  w a r  p e r io d .

23 U . S . D e p a r tm e n t  o f  C o m m e rc e . F o r e ig n  L o n g -T e rm  I n v e s tm e n t s  i n  t h e  U n i te d  S ta t e s ,  
1 9 3 7 - 3 9 .  E c o n o m ic  S e r ie s  N o . 11 , 1 9 4 0 , p . 4 1 .
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can co rpo ra tion s, how ever, ind ica te  th a t  th e  pe rcen tage  m ay have  been 
m uch la rg e r  in  th e  la te  w a r years.

I n c o m e  P a y m e n t s  o n  P o r t f o l i o  I n v e s t m e n t s

In te re s t paym en ts on c o rpo ra te  bonds, a re la tiv e ly  sm all com ponent, 
fe ll sh a rp ly , from  $22 m illion  in  1939 to  abou t $14 m illion  in  1940 
a nd  to  abou t $10 m illion  in  1945. A  p r im a ry  fa c to r  in  th is  red uction  
w as th e  difficulty involved in  th e  p re se n ta tio n  o f coupons fo r paym en t 
on be are r bonds he ld  in  coun tries occupied by  the  G erm ans, a lth ou gh  
paym en ts w ere m ade on bonds he ld  in  custody  in  the  U n ite d  S ta tes. 
T h e  opera tion s o f F o re ig n  F u n d s  C o n tro l in  th e  U n ite d  S ta tes p re 
v en ted paym en t on bonds seized by th e  enem y. A  co n tr ib u tin g  fac to r 
in  the  decline o f in te re s t paym en ts was th e  continued  a m ortiza tion  of 
fun de d  debt by A m erican  co rp o ra tions , as w ell as re fu n d in g  opera tion s 
w h ich  reduced the in te re st ra te s  p re v a ilin g  on ou tsta n d in g  issues.

Incom e paym en ts to  va rious fo re ign  coun tries w hich  w ere th e  p r in 
c ipa l rec ip ien ts  fro m  th e  U n ite d  S ta te s  a re  show n in  ap pe nd ix  C, 
ta b le  X I X , fo r  the  years 1942 th ro u g h  1945. S im ila r  com pilations 
w ere no t un d er ta k e n  fo r  1940 a nd  1941. E e la tiv e ly  feAv countries ac 
counted fo r  m ost o f th e  rece ip ts  fro m  th e  U n ite d  S ta te s, no tab ly  th e  
U nited  K in gdom , C anada , th e  N ethe rlan ds, and  S w itzerland . I n  1942 
these fo u r coun tries accoun ted  fo r 73.7 pe rcen t o f th e  incom e p a id  out, 
a nd  in  1945 fo r  69.2 percent. T h e  sm alle r sh are  o f these  coun tries in  
1945 w as due  in  p a r t  to  increased  paym en ts to  C h ina  on ho ld ing s of 
U n ite d  S ta te s G overnm en t bonds and  to  la rg e r  paym en ts m ade to  the  
N e th e rla n ds  W est In d ie s on d ire c t investm ents in  th e  pe tro leum  in d u s 
t r y  in  th e  U n ite d  S ta tes. T he  la t te r  paym en ts, how ever, w ere 
essen tia lly  th e  sam e as paym en ts to  th e  N ethe rlan ds, since th ey  re p re 
sented paym en ts to  th e  B a ta v ia n  P e tro leum  C om pany, w hich h a d  its 
head  office in  th e  N e th e rlan d s before 1940, an d  has re tu rn e d  since 
th e  w ar.

I n t e r e s t  P a i d  b y  t h e  U .  S .  G o v e r n m e n t  R e l a t i v e l y  U n i m p o r t a n t

A lth o u g h  th e  U n ite d  S ta te s G overnm ent m ade no specific e ffort to 
bo rrow  fro m  fo re igners, th e  la t te r  increased  th e ir  ho ld ings of ob liga 
tio ns  o f th e  G overnm ent— p a r tic u la r ly  o f sh o rt- te rm  p a p e r— a nd  held  
rou gh ly  $1.8 b illio n  o f sh o rt- te rm  ob liga tions a nd  $493 m illion  of 
long -te rm  bonds a t th e  end o f 1945. I n  add itio n , th e  P h ilip p in e  G ov 
e rn m en t h a d  deposits w ith  th e  U n ite d  S ta te s T re a su ry  o f abou t $520 
m illion  on th e  la t te r  date. T h e  in te re s t paym en ts o f th e  U n ite d  S ta te s 
G overnm en t on these ob liga tions am oun ted  to  $14.2 m illion  in  1945 
a nd  ran g ed  fro m  ab ou t $6 m illion  to  $14 m illion  d u r in g  th e  w ar. I t  
w as no t possible to  m easure in te re st paym en ts to  fo re igne rs on G overn 
m en t bonds w ith  a h ig h  degree  o f accuracy, because m any of th e  issues 
w ere free  o f incom e tax , th u s  e lim in atin g  ta x  records as a  source of 
in fo rm a tio n , and  because o f th e  lack  o f sepa ra te  d a ta  on fo re ign  
purchases a nd  sales o f these  securities.

R a t e s  o f  R e t u r n  o n  F o r e i g n  I n v e s t m e n t s

T h e  ra tes  o f re tu rn  on fo re ig n  investm ents in  th e  U n ite d  S ta tes  
an d  on U n ite d  S ta te s d ire c t investm ents ab road , to g e th e r w ith  rou gh  
com parisons w ith  th e  experience o f U n ite d  S ta te s  business as a  whole, 
a re  p re sen ted  in  c h a r t 19 (p . 71). T h e  ra te  o f incom e received by 
fo re ign e rs on d irec t investm ents in  th e  U n ite d  S ta te s seems to  have 
been low, in  th e  agg reg ate , th ro u g h o u t th e  w ar. T h is  is n o t neces-
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sa rily  an  in d ica tio n  th a t  earn in gs  w ere reduced , a lth o u g h  m any  
d ire c t investm ents in  th e  U n ite d  S ta te s w ere adverse ly  affected w hen 
con tac t w ith  th e  hom e co u n try  w as b roken , b u t is p robab ly  an  in d i 
ca tion  th a t  fo r  several reasons e a rn in g s  in  th e  U n ite d  S ta te s w ere 
accum ula ted  r a th e r  th a n  p a id  ou t in  d iv idends. F u r th e r ,  th e re  w as 
considerable v a r ia tio n  am ong in d u s tr ia l g rou ps , w ith  th e  la rg e  
C an ad ian  inves tm en t in  A m erican  ra ilro a d s  y ie ld in g  li t t le  incom e 
w hile earn in gs on  fo re ig n  investm ents in  pe tro leum  w ere  sub stan tia l.

T h e  ra te  o f  r e tu rn  on fo re ig n  d ire c t investm en ts in  th e  U n ite d  
S ta te s w as low er th a n  th e  ra t io  o f d iv id en d  paym en ts to  n e t w o rth  
fo r  A m erican  com panies as a  g roup . T h is  difference is  due p a r t ly  
to  th e  fa c t th a t  th e  com pu ted  ra te  o f r e tu rn  on d ire c t investm en ts 
inc luded  in te re s t paym en ts to  p a re n t com panies on long- a nd  sh o rt 
te rm  loans a n d  th e  am ou n t o f such loans o u ts ta n d in g  w as inc luded  
in  th e  va lu e  o f fo re ig n  equ ity  on w h ich  th e  ra te  o f r e tu rn  w as based.

T h e  y ie ld  to  fo re ig ne rs on th e ir  p o r tfo lio  h o ld in gs of U n ite d  S ta tes  
c o rpo ra te  stocks also is p re sen ted  in  c h a r t 19.24 T he  ra te s  a re  neces 
sa rily  only ap p rox im ate , since th ey  a re  based on estim ates o f incom e 
paym en ts an d  m ark e t va lue  o f investm ents a t  year-ends. T h e  y ie ld  
on fo re ig n  ho ld in gs o f co rpo ra te  stocks a p p e a rs  to  have  been ra th e r  
close to  th e  p re v a ilin g  y ield s fo r  M oody’s series o f 200 U n ite d  S ta te s 
com m on stocks. T he  low er y ie ld  to  fo re ig ne rs w as to  be expected 
since som e p re fe rre d  stocks w ere inc luded  am ong th e  issues he ld  by  
fo re igne rs an d  because fo re ig n  investo rs have  gene ra lly  p re fe rre d  
h igh -g rade  stocks.

O u t l o o k

-Receipts o f incom e fro m  A m erican  investm en ts in  fo re ig n  coun tries 
a re  expected to  rem ain  a t  re la tiv e ly  h ig h  levels in  com ing years, 
b a r r in g  a w orld -w ide depression. T h e  sam e is expected  o f  th e  
volum e o f  incom e paym en ts to  fo re ig ne rs on  investm en ts in  th e  
U n ite d  S ta tes.

Incom e rece ip ts  fro m  d ire c t investm en ts ab ro ad  a re  expected  to  
reach  new  h ig h  po in ts . Increases are  a n tic ip a ted  in  a ll  ind ustries , 
w ith  pe tro leum , m in ing , a g ric u ltu re , a nd  m a n u fa c tu rin g  p ro v id in g  
th e  la rg e s t ga ins. Incom e fro m  petro leum , th e  m ost im p o rta n t 
incom e-p roducing A m erican  investm ent, is expected to  r ise  w ith  th e  
increased  exp lo ita tio n  o f fo re ig n  resources. I n  genera l, th e  ye t- 
unsatisfied in d u s tr ia l a nd  pub lic  dem and  fo r  com m odities, coupled  
w ith  r is in g  prices, w ill continue to  affect fa v o ra b ly  A m erican  in 
d u s try  abroad.

I n  m in ing , th e  incom e re su lt in g  fro m  p rod uc tion  to  m eet th e  very  
la rg e  w orld -w ide dem and fo r  copper is  expected to  be augm en ted  by  
in creasing  incom e fro m  go ld  an d  n ickel p rop e rtie s, d esp ite  r is in g  p ro 
duc tion  costs. I t  ap p ears th a t  C aribbean  su g a r p roducers w ill con 
tin u e  to  p ro sp e r  as su g a r  p rices r ise  an d  th e re  a re  reco rd  crops in  
th a t  a rea , w hile th e  su pp ly  o f su g a r fro m  th e  F a r  E a s t  w ill p robab ly  
n o t be on th e  m ark e t in  g re a t volum e u n t i l  1948. B an an a-g row in g  
com panies shou ld  experience  inc reasing  p ro fits, as th e y  d id  d u rin g  
th e  la t te r  p a r t  o f th e  w a r once th e  sh ip p in g  s itu a tio n  eased and  im 
p o rts  in to  th e  U n ite d  S ta te s increased.

Incom e fro m  b ran ch  p la n ts  a nd  d istr ib u tiv e  en terp rise s shou ld  in -

24 T h e  c a l c u l a t e d  y ie ld  t o  f o r e ig n e r s  o n  c o r p o r a t e  b o n d  h o ld in g s  i s  n o t  s h o w n  b e c a u s e  o f  
t h e  i n a b i l i t y  o f  m a n y  f o r e ig n e r s  t o  p r e s e n t  b e a r e r  c o u p o n s  f o r  p a y m e n t .
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crease as m a n u fa c tu rin g  o u tp u t increases in  E u ro p e  an d  taxes a re  re 
duced in  C anada . Incom e fro m  com panies p ro du cing  p a p e r  a n d  p u lp  
can  also be expected to  rise  because o f favo rab le  m a rk e t conditions, 
w h ich  a re  expected to  continue fo r  these  p ro d u cts  fo r  a considerable 
tim e. R e tu rn s  fro m  u til i tie s  a re  expected  to  follow  th e  gene ra l level 
o f rece ip ts , a lth o u g h  th ey  m ay  be un fav o rab ly  affected by  sales o f 
p rop e rtie s re su lt in g  fro m  na tio n a liz a tio n  p rog ram s , no tab ly  in  A rg e n 
t in a  a nd  e lsew here in  L a tin  A m erica.

D u rin g  th e  w ar, th e  sm all am ou n t o f incom e th a t  w as received fro m  
c o n tine n ta l E u ro p e  o rig in a te d  in  th e  n e u tra l countries. In c re as in g  
am ounts o f incom e a re  expected fro m  these  coun tries a n d  also  fro m  
G erm any a nd  coun tries th a t  h a d  been un d er  G erm an  con tro l o r dom i
n a tion . I n  1940 incom e fro m  co n tin en ta l E uropean  coun tries, o th er  
th a n  th e  ne u tra ls , to ta le d  about $20 m illion , an d  p resum ab ly  w as m uch 
h ig h e r  in  p re w a r years. Incom e fro m  eas tern  E u ro p e a n  coun tries 
h a d  never been la rg e  a n d  ap p ro x im a ted  $5 m illion  o f th e  $20 m illion  

f in  1940. L it t le  o r no  incom e is  expected fro m  eas tern  E u ro pe , since
im p o rta n t A m erican  p ro p e rtie s th e re  suffered phy sica l dam age o r 
w ere na tionalized . Incom e fro m  p rop e rtie s in  J a p a n  a nd  in  ove rru n  
te rrito r ie s  in  th e  F a r  E a s t, w h ich  h a d  p roduced  abou t $33 m illion  of 
incom e in  1940, can be expected to  rem ain  low fo r  some years, because 
o f p o litica l changes and  w artim e  destruc tion .

A  m uch-publicized, a lth o u g h  n o t ye t very  im p o rta n t, source o f 
incom e seems to  be th e  ex p o rt o f A m erican  know -how , accom panied 
b y  m in o rity  p a r tic ip a tio n  by  A m ericans in  e n trep re n e u ria l in ves t 
m ents. T h is  fo rm  o f p a r tic ip a tio n  m ay re su lt in  a g row ing  source 
o f d iv id end  incom e a n d  in  th e  rec e ip t o f roy a lties  on  m a n u fa c tu rin g  
processes (w hich  a re  tre a te d  in  th e  ba lance  o f paym en ts as rece ip ts  on 
M iscellaneous Services accoun t).

In te re s t rece ip ts  on fo re ig n -do llar  bonds w ill p robab ly  a g a in  resum e 
th e ir  dow nw ard  tre n d  u n til  new  large-sca le  loans a re  m ade to  fo re ign  
coun tries, th ro u g h  e ith er  d ire c t flo tations in  th is  coun try  o r in d irec tly  
th ro u g h  th e  purchase  by  A m ericans o f bonds of th e  In te rn a tio n a l B an k  
fo r  R eco nstruc tion  an d  D evelopm ent. U n til  such  loans ta k e  place, 
in te re s t rece ip ts  w ill decline, a t  a  pace de term ined  m ain ly  by  th e  ra te  
o f am ortiza tio ns and  conversions to  low er in te re st ra tes.

R eceip ts  o f in te re s t by  th e  U n ite d  S ta te s  G overnm en t w ill be second 
in  im p ortance  on ly  to  rece ip ts  fro m  d ire c t investm ents in  com ing 
years, as a  re s u lt o f th e  la rg e  a nd  g row in g  volum e o f loans m ade by  

-  th e  G overnm en t a f te r  1944. B eg in n ing  in  1951, w hen in te re s t on th e
$3,750-m illion loan  to  th e  U n ite d  K in gdo m  begins to  be payab le , 
rece ip ts  by  th e  G overnm en t w ill p ro bab ly  a g g reg ate  a b ou t tw o  an d  
a h a lf  tim es th e  am ou n t received in  1945 on d o lla r  bonds.

4 1  T h e  tw o fac to rs o f p rim e  im po rta nc e  in  d e te rm in in g  incom e p a y 
m en ts to  fo re ig ne rs in  th e  n ex t few  ye a rs w ill be fo re ig n  sales o r 
purchases o f U n ite d  S ta te s secu rities an d  th e  tre n d s  in  A m erican  
business as a whole. T h e re  is l i t t le  like lihood  th a t  fo re ig n e rs  w ill 
m ake la rg e  new  purchases o f U n ite d  S ta te s  secu rities  in  th e  n e a r  
fu tu re , p r im a rily  because a sh o rtag e  o f do lla rs  w ill req u ire  th e  con 
tinuance  o f E u ro p e a n  an d  C an ad ian  fo re ign  exchange contro ls. A s 
p a r t  o f  th e  sam e p roblem , th e re  have  been rep ea ted  rep o rts  th a t  
sho rtag es o f d o lla r  exchange w ill fo rce  th e  liq u id a tio n  o f some o f th e  
extensive  N e th e rla n d s a nd  F re n c h  ho ld ings. H ow ever, i t  is  like ly  
th a t  w hen th e  In te rn a tio n a l B an k  begins its  le n d in g  op era tion s th e
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pressu re  fo r  liq u id a tio n  w ill be a t least p a r t ly  relieved. T he refo re , 
th e  experience fo r  th e  n e x t few  years w ill p ro bab ly  be a re la tiv e ly  
sm all volum e o f fo re ig n  tra nsac tio n s, w ith  p e rh ap s a m odera te  liq u id a 

tio n  of fo re ign  hold ings.
I t  is expected th a t  paym en ts on p riv a te  fo re ign  investm en ts w ill 

p ro bab ly  average  m od era te ly  h ig h e r  in  th e  1947-50 pe rio d  th a n  th e  
1945 to ta l o f $150 m illion , bu t w ill n o t recover to  th e  h igh est p re w ar 
levels o f w ell over $200 m illion . P ay m en ts  on fo re ig n  ho ld ing s of 
U n ite d  S ta te s G overnm en t obliga tions w ill p robab ly  be reduced  fro m  
th e  1945 am oun t o f $14 m illion , since th e re  w as a considerable reduction  
in  fo re ig n  ho ld ing s o f such bonds in  1946, a nd  fo re ig n  ho ld in gs  of 
U n ite d  S ta te s  G overnm en t sh o rt- te rm  secu rities  w ill p robab ly  be 
g re a tly  reduced in  th e  n e a r fu tu re .

P r i v a t e  M i s c e l l a n e o u s  S e r v i c e s

T h e  p rin c ip a l item s in th is  g ro up  are  show n se pa ra te ly  in  tab le  19, 
an d  notes re g a rd in g  th e ir  com position  and  m ethods of com pila tion  
a p p e a r  in  th e  appendixes. M ost o f th e  en tries a re  re la tiv e ly  sm all 
a nd  show ed no significant fluc tua tions d u r in g  th e  w ar.

O n  balance, th e  U n ite d  S ta te s increased  its  n e t receipts in  th is  
ca teg o ry  su b stan tia lly  d u r in g  th e  w a r, p r im a rily  because o f th e  rise  
in  m o tion -p ic tu re  ren ta ls  a n d  fo re ign  gov ernm en t ad m in is tra tiv e  
expend itu res in  th e  U n ite d  S ta tes.

T h e  re la tiv e ly  low level o f m o tion -p ic tu re  rece ip ts  in  1940 and 
1941 reflected p r im a rily  th e  p a r t ia l  b lock ing  o f such rem ittan ces  by 
B ritis h  exchange contro l a u th o ritie s , w hile th e  un freez ing  o f these 
blocked balances in  1942 led  to  an  abno rm ally  h ig h  to ta l fo r  th a t  year. 
T he  w artim e rise  in  a d m in is tra tiv e  expend itu res of fo re ig n  govern 
m ents and  in te rn a tio n a l agencies in  th e  U n ite d  S ta te s  resu lted  from  
a trem endous expansion  in  th e  num ber o f personnel involved , as w ell 
as h ig h e r  sa laries a nd  o th e r costs. T he  estab lishm en t of pu rchasin g  
m issions a nd  sim ila r  o rgan iza tion s increased  th e  num ber o f persons 
w ork ing  fo r  fo re ign  governm en ts m any  tim es in  com parison  w ith  the  
p rew ar  level.

Tabl e 10.—P r iv a te  m isce llaneous serv ices, lOJ/O-J/o

[In  m illions of dollars]

Ite m 1940 1941 1942 1943 1944 1945

R ec eip ts , to ta l___________ ____ ___ ____ ____ 149.9 210.1 334.1 379. 0 382.8 381.9

C o m m un  ic a tio ns ....................................... 20.0 27.0 27.1 32.2 37.4 39.4
In su ra n c e . .-  __ ____________  . ___________  . 37.4 37.3 50.4 68.6 74.9 79.3
M o tio n  p ic tu re  re n ta ls . ____________ 49.2 48.9 125.0 114.1 109.9 111.3
R oyalti.es, hom e office charges, e t c ______ 27.6 35.9 32.3 31.9 33.0 34.7
F ore ign  re p res en ta tio n , e tc____  ____________  . 15.0 60.0 98.0 131.2 125.2 113.9
O th er  serv ices . ______________________ .7 1.0 1.3 1.6 2.4 3.3

P a y m e n ts , to ta l_________________ 95.4 92.0 114.5 135. 5 148.3 158.2

C o m m u n ic a tio n s _____________  ______ 17.0 20.0 18.4 23.3 22.3 24.1
In su ra n c e ______ ____ _________  . . 65.9 58.5 71.6 81.2 88.5 92.8
R oy a lties , hom e office charges, e tc 8. 1 7. 7 9.3 8.0 10.4 10.4
O th er  s erv ic es ........ .................................. 4 .4 5.8 15.2 23.0 27.1 30.9
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G o v e r n m e n t  M is c e l la n e o u s  S e r v ic e s

I n  p re w a r tim es, m iscellaneous service tra n sa c tio n s of th e  U nited  
S ta te s  G overnm en t w ere n o t s ignificant in  th e  U n ited  S ta te s  balance 
o f paym en ts. D u rin g  th e  w ar, how ever, th e  accoun t assum ed g re a t 
im p ortance  w ith  th e  increa sing  p a r tic ip a tio n  o f th e  U n ite d  S ta te s in  
th e  g lobal conflict.

A s m ig h t be expected, u n ila te ra l transac tio n s— direc t lend-lease  an d  
reverse lend-lease— dom inated  th e  account. A m ong  governm en t m ili 
ta r y  tra nsac tio n s, paym en ts f a r  exceeded receipts, w ith  so-called n e t 
tro o p  p ay  be ing  th e  m a jo r item .

Tabl e 20.'— Governm en t m isce llaneous services, 1940-45

[In m illions of dollars]

I te m 1940 1941 1942 1943 1944 1945

20 167 963 1,936 2,090 1,448

125 905 1,853
47

1, 930 
134

1, 285 
1189 13

45O th e r no n m il ita ry  s erv ices__ ______ _________ 20 33 36 26 45

93 166 699 1,863 2,439 2, 539

88 805 907 1,006
64440 29 178 304 632

O th e r m il i ta ry  serv ices..... ........ ....................... ........ 31 104 385 674 809 793
O th e r n o n m il i ta ry  serv ices___  _____________ 22 33 48 80 91 96

L e n d - L e a s e  S e r v i c e s  L a r g e

T he  b reak-dow n o f lend-lease services by pu rpose  cannot be consid 
ered  too exact, because o f th e  m ethod  here used to  ta k e  o u t lend-lease 
tra n sp o rta tio n  costs (see ap pe nd ix  B , pp . 184 to  186) an d  because th e  
official lend-lease  fiscal s ta tis tic s  d id  no t follow  a  pu rpo se  classifica 
tion  w hich  w as very in fo rm a tiv e  fo r  ba lance-o f-paym en ts purposes.

T he  la rg es t service item  show n in  those  sta tis tic s  a pp eared  to be the  
tra n s fe r  o f vessels to  fo re ign  contro l, w hich m ig h t m ore  p ro p e rly  have 
been considered a m erchand ise , or, a lte rna tive ly , a tra n sp o rta tio n , 
item . A lso inc luded  is th e  cost o f m ilita ry  o r o th e r in s ta lla tio n s  f u r 
n ished to  fo re ign  governm ents. P a r t  o f th is  m ay consist o f  item s 
m ore  p ro p e rly  classifiable as m erchandise . T he  rem ain in g  am ounts 
w ent fo r  “servic ing  o f vessels,” w hich  includes, bu t is no t lim ited  to , 
tra n sp o rta tio n  services as defined in  th is  volum e, c e rta in  tra in in g  p ro 
g ram s, tra n sp o rta tio n  o f personnel, an d  o th er  item s.

I n  ad d it io n  to  th e  very la rg e  am ounts of lend-lease “defense a id ,” 
w hich  to an  overw helm ing  ex ten t w as ren dered  fre e  of ch arge  to  fo r 
e ign governm en ts a nd  w as th u s  offset in  th e  u n ila te ra l tra n s fe r  account, 
th ere  w ere also certa in  G overnm ent cash receipts. T he  bu lk  o f these, 
as m ig h t have been expected, w en t to  th e  W a r  a n d  N avy  D epartm en ts , 
bu t re g u la r  c iv ilian  agencies also  received sizable sum s in  paym en t 
fo r  va rious services ren dered  to  fo re ign  governm ents an d  persons. 
T ra n sp o rta tio n  fu rn ish ed  by th e  A rm y  to fo re ign  c iv ilian  w orkers w as 
one o f the  la rg e r  item s a p p e a rin g  u n d e r th is  head ing .

S e r v i c e s  R e c e i v e d  a s  R e v e r s e  L e n d - L e a s e

O n the  paym en ts side, reverse lend-lease  services co nstitu ted  an  im 
p o r ta n t  item . These w ere of th e  sam e genera l n a tu re  as th e  d irec t 
lend-lease services ju s t discussed, except th a t  tr a n s fe rs  of fo re ig n  ves 
sels to  th e  U n ite d  S ta te s on a reverse  lend-lease basis w ere n o t a  sig-
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n ifican t item . T h e  ou tsta n d in g  ty p e  of service ren dered  to  th e  U n ited  
S ta te s w as th e  construc tion  an d  m ain tenance  o f in sta lla tion s, such as 
roads, docks, airfields, an d  barracks. I n  th e  U n ite d  K in gdom , espe 
c ially , p rac tic a lly  a ll  such services w ere fu rn ish ed  g ra tis  to  th e  U n ited  
S ta te s  as “m u tu a l a id ,” th e  B ritis h  te rm  fo r  reverse  lend-lease.25 26

N e t  T r o o p  P a y  F a i l s  T o  R e a c h  E x p e c t a t i o n s

A side fro m  reverse  lend-lease, th e  m ost im p o rta n t ty pe  of G overn 
m en t paym en t w as the  person al expend itu res o f m ilita ry  personnel, 
he re in  re fe rre d  to  as n e t tro o p  pay . M ore precisely , ne t ti’oop pay  is 
here  defined as th e  gross am ou n t o f p a y  and allow ances to  troo ps  s ta 
tio ned  ab road  less (1 ) a ll rem ittances to  th e  U n ite d  S ta te s  th ro u g h  
A rm y  finance officers, (2) cash purchases of w ar bonds, a nd  (3) pu r- J
chases of A m erican  m erchand ise in  A rm y  po st exchanges and  N avy 
sh ip  service stores.

I n  a few  areas, U n ite d  S ta te s  m ilita ry  personnel w as p a id  in  and  
sp en t a c tu a l do lla r  currency. I n  o thers, th e  tro op s w ere p a id  in  local '
cu rrency  w hich  h a d  been pu rchased  fro m  th e  co un try  concerned 
a g a in s t d o lla rs  (o r  a do lla r  lia b ili ty ) . I n  s till  o thers, how ever, th e  
loca l cu rrency  w as fu rn ish ed  to  th e  U n ite d  S ta te s  A rm y  w ith o u t re 
im bursem ent, and  expend itu res o f such currencies w ere, th erefo re , off
set by a c re d it e n try  in  th e  u n ila te ra l tr a n s fe r  account. T he  occupation 
cu rrencies issued to  th e  U n ite d  S ta te s  A rm y  in  enem y coun tries fe ll 
in  th is  catego ry , a lth ou gh  in  th e  case o f I ta ly  a do lla r  ob liga tion  fo r 
th e  cu rrency  w as subsequently recognized. L ocal currencies received 
g ra tis  o r a g a in st a do lla r  liab ility  sub ject to  a d ju s tm en t w ere know n 
as special currencies.28

I n  add ition , paym en t in  specia l cu rrency  w ere m ade fo r  services 
o th er  th a n  n e t tro op  pay . F o r  th e  m ost p a r t ,  these  w ere also non- 
redeem able.

I t  w as a n tic ip a te d  th a t  those coun tries in  w hich  n e t tro o p  p a y  w as 
re g a rd e d  as a  U n ite d  S ta te s ob liga tion  w ould th ereb y  ob ta in  co nsider 
able qu an tities  o f do lla rs , a nd  th a t  th is  w ould be a va luab le  offset to  
th e ir  va rio us w ar-c rea ted  obliga tions to  th e  U n ite d  S ta tes. B u t in  
some coun tries th is  d id  n o t p rove  to  be th e  case to  th e  degree  o rig in a lly  
envisaged. T h is  developm ent, as is gene ra lly  know n, resu lted  fro m  th e  
unexpected ly  h ig h  ra tio  of rem ittances to  gross tro o p  p a y ; fo r  some 
tim e pe riods a nd  areas th e  ra tio  w as in  excess of 100 percen t. T h is 
h igh  ra t io  in  tu rn  w as produced  by  va rio us circum stances, in c lud ing  
th e  conversion in to  rem ittan ces  of loca l cu rrencies received fro m  th e  
sale o f pe rso na l p ro p e rty , a nd  o th er  ac tiv ities  on th e  p a r t  o f th e  
troops.

T he  a p p a re n t ove rvalua tion  o f m ost libe ra ted -area  currencies a t  
th e  official ra te  o f exchange w as a lso a m a jo r  d e te rre n t to  tro o p  spend- *
ing , lead ing  th e  m en to  seek to  sa tisfy  th e ir  dem ands fo r  local goods 
and  services by  b a r te r in g  c igare ttes, chocolate, soap, and  o th er  scarce 
goods. A g a in , th e  sheer sh o rtages o f th in g s  to  buy  in  m any  coun tries 
led  th e  m ilita ry  personnel to  send la rg e r  po rtion s o f th e ir  p a y  hom e 
th a n  th ey  m ig h t o therw ise have  done.

25 F o r  a  m o r e  e x t e n d e d  d i s c u s s i o n  o f  l e n d - l e a s e  a n d  r e v e r s e  l e n d - l e a s e  o p e r a t i o n s  i n  
g e n e r a l ,  s e e  p .  1 8 6 .

26 S e e  a p p e n d i x  B ,  p .  0 0 0 ,  f o r  a  m o r e  c o m p l e t e  d i s c u s s i o n  o f  t h e  s p e c i a l  c u r r e n c y  q u e s t i o n .
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U n ila te r a l  T r a n s f e r s

F o r  m any  years, p r iv a te  noncom m ercial rem ittan ces  have  been an 
im p o rta n t fe a tu re  o f o u r ba lance  o f paym en ts. A  la rg e  im m ig ran t 
p o p u la tion  led  to  la rg e  tra n s fe rs  o f fu n d s  as g if ts  to  rela tives and  
frien d s  in  th e  “O ld  C ou n try ,” w hile  relig ious and  c ha ritab le  in s ti tu 
tions also m ade la rg e  con trib u tio ns  to  fo re ign  countries. D u rin g  the  
w ar, how ever, these  tra n s fe rs  w ere f a r  overshadow ed by  u n ila te ra l 
tra n s fe rs  u n d e r lend-lease, rec ip rocal a id , invasion  currencies, and  
o th er  schemes w hereby one n a tio n  m ade la rg e  tra n s fe rs  o f goods and  
services to  o th er  na tions , e ith e r v o lu n ta r ily  o r in v o lu n ta rily , w itho u t 
rece iv ing  an y  qu id  p ro  quo in  th e  fo rm  o f goods, services, cap ita l 
claim s, o r gold.

G o v e r n m e n t  T r a n s f e r s

A s in d ica ted  e lsew here, u n ila te ra l tra n s fe rs  m ay be e ith er  in  cash or 
in  k in d ; G overnm en t tra n s fe rs  w ere overw helm ingly  in  k in d  as alm ost 
$60 b illio n  o f goods and  services w ere  tra n s fe rre d  u n d e r  lend-lease  and  
rec ip rocal a id . I n  these  cases, th e  e n try  in  th e  u n ila te ra l accoun t b a l 
ances o r offsets an  e n try  o f  opposite  s ig n  in  th e  goods a nd  services 
g ro u p ; th e  transac tio n s involved  have  been p rev iously  discussed. 
T h e  tra n sa c tio n s in  nonredeem able invasion  o r occupation  currencies 
have  been sim ila rly  hand led  in  th is  r e p o r t ; th e  expend itu re  o f such 
cu rrencies has been en tered  as a deb it in  th e  goods an d  services account, 
offset by a c re d it o f  equal size in  th e  u n ila te ra l account. T hus , only a 
few  specia l tra n sa c tio n s need be m en tioned  here.

I n  1940 and  1941 th e  on ly  G overnm en t u n ila te ra l item  o f a cash 
n a tu re  w as th e  con tinued  (fro m  p re w ar) re fu n d  o f c er ta in  taxes on 
P h ilip p in e  im p o rts  to  th e  G overnm en t o f th e  C om m onw ealth  am oun t 
in g  to  abou t $20 m illion  in  each year.

I n  1942 th e  f irst  $200 m illion  o f th e  special a id  to  C h in a  au th o rized  
by  C ongress in  F e b ru a ry  o f th a t  ye ar  w as d isbursed. B ecause o f the  
r a th e r  nebulous p rov isions re g a rd in g  possible rep ay m en t o f th is  a id , 
we have  tre a te d  th e  tra n sa c tio n  as a u n ila te ra l tra n s fe r. A lso d u rin g  
1942 over $100 m illion  o f enem y a lien  p ro p e rty  w as vested by th e  
G o v e rn m en t; th is  has been en te red  as a u n ila te ra l rece ip t. A ctually , 
un d e r th e  P o tsd am  ag reem en t such seized assets a re  to  be re ta in ed  by 
th e  U n ite d  S ta te s as rep ara tio n s.

S pecia l cu rrency  tra n sa c tio n s appeared  in  volum e fo r  th e  first tim e 
in  1944 a nd  increased  considerab ly  in  th e  fo llow ing  year. A n o th e r 
c re d it item  in  th a t  ye ar  w as p ro fit on go ld  sales by th e  S ta b iliza tio n  
F u n d , here considered a  u n ila te ra l rece ip t since such sales in  effect 
resu lted  fro m  perm ission  to  pu rchase  c er ta in  fo re ign  cu rrencies (need 
ed by  th e  A rm y ) a t  less th a n  th e ir  official exchange ra tes.

F in a l  in sta llm e n ts, to ta lin g  $225 m illion , on th e  a id - to -C h in a  p ro 
g ra m  w ere d isbursed  in  1945. I n  th a t  year, also, tra n s fe rs  th ro u g h  
U N R R A  g o t un d er  w ay  in  sign ifican t am ounts, a n d  $92 m illion  in  cash 
w as m ade availab le  to  th a t  agency as p a r t  o f th e  “free  fu n d ” p o rtio n  
o f th e  U n ite d  S ta te s  subscrip tion . A  rece ip ts  item  o f some size w as 
a special bonus in  fra n c s p rov ided  th e  A m erican  troo p s by  th e  F ren ch  
G overnm en t to  com pensate p a r tia lly  fo r  th e  overvalua tion  of th e  franc, 
a t  th e  official ra te  o f exchange.
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P e r s o n a l  R e m i t t a n c e s  27

P erso n a l rem ittan ces  a re  any noncom m ercial paym en ts betw een 
in d iv id ua ls . A s w ith  G overnm ent tra n s fe rs  and  in s titu tio n a l con 
tr ib u tio n s, these  rem ittan ces  m ay be m ade e ith er  in  cash o r in  k ind , 
a lth ou gh  in  no rm al tim es rem ittan ces  in  k in d  have  no t been very  
im p o rta n t. T h e  estim ates in  th is  re p o rt a re  based la rg e ly  on d a ta  
fu rn ish ed  by  banks a nd  o th er  re m ittin g  agencies, and , because the  
rep o rte rs  a re  no t a lw ays in  a position  to  know  th e  pu rpose  fo r  w hich 
a rem ittance  is m ade, i t  is possible th a t  some tra n s fe rs  fo r  o th er  p u r 
poses m ay  be included.

T h e  p r in c ip a l fac to r influencing th e  volum e o f person al fun ds  sen t 
ab road  fro m  th e  U n ite d  S ta te s has undoub ted ly  been the  size and  
c ha rac ter  o f th e  re m ittin g  g roup s (p resum ab ly  a lm ost solely fo re ign - P
born  residen ts) an d  th e  s tre n g th  o f th e ir  ties  w ith  th e ir  m o ther coun 
tr ie s . A f te r  th e  cessation o f la rge-sca le im m igra tion , th ere  w as a 
noticeable secular decline in  fo re ign  personal rem ittances. O th er  fac 
to rs  opera te  in  th e  sh o rt ru n , how ever, to  va ry  th e  volum e of re m it 
tances. Inc reased  need ab road  accounted fo r  extrem ely la rg e  p a y 
m ents im m ed ia te ly  fo llow ing  W o rld  W a r  I ,  an d  th e  fluc tua tions in  
n a tio n a l incom e in  th e  U n ite d  S ta te s also h a d  th e ir  effect. D u rin g  
W o rld  W a r  I I ,  th e  presence of foi’eign labo rers  te m p o ra rily  im ported  
in to  th e  U n ite d  S ta te s m ark ed ly  increased person al rem ittances to  
M exico and c e rta in  C aribbean  islands  (See appen d ix  C, tab le  X I I ) .  
R em ittances b roken  dow n accord ing  to  th e  areas discussed in ch ap te r 

i  I I I  a re  show n in  c h a r t 21.

C h a r t  2 1

O v e r s e a  R e m i t t a n c e s  D e c l i n e  D u r i n g  W a r

T h e  ou tb reak  o f w ar in  E urop e  increased  th e  need fo r  fund s from  
th e  U n ite d  S ta tes, and  to ta l person al rem ittances in  1910 reached a 
post-dep ression  peak  o f $188 m illion  in  th a t  year. T h e  m uch low er 
to ta ls  in  1941 a nd  1942 resu lted  en tire ly  fro m  reduced rem ittances to  
E u ro p e , m ost o f w hich  w as cu t off from  financia l contac t w ith  the

27 T h e  e s t i m a t e s  o n  p e r s o n a l  a n d  i n s t i t u t i o n a l  r e m i t t a n c e s  in c lu d e d  in  t h i s  c h a p t e r  w e r e  
p r e p a r e d  b y  J e s s i e  L . C. A d a m s .
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U n ite d  S ta te s a f te r  o u r e n try  in to  th e  w ar. I ta ly  w as reopened to  
th e  rece ip t o f personal rem ittances la te  in  1944 an d  in  1945, o f the  
$155 m illion  in  to ta l tra n s fe rs  to  E u ro pe , o n e -th ird  w as destined  to  
I ta ly . Greece, also cu t off d u r in g  th e  w ar, received rem ittances of 
$23 m illion  in  1945— th e la rg es t am oun t sen t to  th a t  co un try  in  any  
single  y e a r since 1931.

T he re la tiv e ly  h ig h  to ta l paym en ts in  1943 an d  1944 w’ere la rg e ly  
th e  resu lt o f deductions fro m  w ages of a lien  w orkers a nd  th e ir  sup 
p lem en ta l v o lu n ta ry  rem ittances. Because o f the  m anpow er sh o rtage  
in  th e  U n ite d  S ta tes, tw o p ro g ram s em ploying  im po rte d  a lien  w orkers 
w ere in  opera tion  d u r in g  th e  w ar.

O ne o f these  w as th e  p ro g ra m  o f th e  U n ite d  S ta te s D e p a rtm e n t o f 
^ L abor, in s titu te d  un d er the  auspices o f th e  W a r M anpow er Comm ission

and p u t  in to  opera tion  in  M ay 1943. T h is  p rog ram , fo r  th e  em ploy 
m en t o f M exican n a tio na ls  on U n ite d  S ta te s ra ilro ad s, w as u ltim ate ly  
responsible fo r th e  im p o rta tio n  of 61,000 w orkers in to  th e  U n ite d  S ta tes. 

e T he  effect o f th is  p rog ram  w as reflected in  th e  sh a rp  increase  in  rem it 
tances to  M exico beg in n ing  in  1943. A  p o rtio n  o f th e  w ages earned  
by these  w orkers w as deducted  by th e  em ployers a nd  deposited  w ith  
specified M exican banks to  th e  sav ings accounts o f th e  M exican w o rk 
ers, b u t a d d it io n a l la rg e  am ounts w ere tra n s fe rre d  th ro u g h  re g u la r  
channels, such as pos ta l m oney o rders and  bank  rem ittances.

T he  second p rog ram  w as th a t  sponso red  by th e  U n ite d  S ta te s  D e 
p a r tm e n t o f A gric u ltu re  fo r  th e  em ploym en t o f im po rte d  B aham ian , 
B arb a d ia n , B ritis h  H o n d u ran , Ja m a ic a n , an d  M exican w orkers. A p 
p rox im a te ly  16,000 w ere b ro u g h t in  fo r  em ploym en t u n d e r th is  p ro 
g ra m  from  its  beg in n ing  in  1943. D eductions w ere also  m ade from  
th e  sa laries o f these  w orkers, bu t aga in  these  sum s w ere supplem ented 
by vo lu n ta ry  rem ittances.

G i f t  P a r c e l s  I n c l u d e d

T he  pe rsonal rem ittan ces  account includes th e  va lue  o f g i f t  p a r 
cels—m ostly  food  a nd  c lo th ing— sen t to  E urop ean  an d  certa in  o th er  
a reas su ffering  fro m  th e  effects o f th e  w ar. S uch  g if ts  a re  negligible 
in  o rd in a ry  tim es, bu t i t  is estim ated  th a t  packages va lued  a t m ore 
th a n  $30 m illion  w ere sh ipp ed  in  1945. S ince in  m any  E uropean  
coun tries th e  prob lem  w as one of over-all sho rtages o f goods, the  
food package w as a m ore sa tisfac to ry  g i f t  th a n  a m oney tra n s fe r. 
L ocal prices in  some coun tries ou t o f line  w ith  official exchange ra tes  

* also m ade i t  m uch m ore desirab le  to  send goods th a n  money. M any
o f  th e  packages} too, w ere sen t by A m erican  fam ilies to  E uro pean s 
whose nam es w ere fu rn ish ed  by various re lig ious an d  ch ar itab le  o r 
g an iza tio ns, an d  no t m erely  to  fr ie n d s  a n d  rela tives, as is th e  usual 
case w ith  personal rem ittances.

R e c e i p t s

S ta b ility  in  personal rem ittance  rece ip ts  d u rin g  th e  w a r w as due 
to  conflicting tre nds . D ecreased rem ittances fro m  w ar areas w ere off
set by  increased rece ip ts  fro m  the  W es te rn  H em isphere— chiefly from  
L a t in  A m erica.

O u t l o o k

A s long  as personal incom es in  th e  U n ite d  S ta te s  a re  h ig h  and  th e  
needs ab ro ad  are  su bs tan tia l, personal rem ittances m ay be expected to
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m a in ta in  o r exceed th e  1945 ra te . I n  th e  long  ru n , how ever, th e  secular 
decline ev iden t in  th e  in te rw a r  p e rio d  w ill und oub ted ly  be resum ed, 
a lth ou gh  im m ig ra tio n  a t  a h ig h e r  level th a n  in  th e  1930’s m ig h t te nd  

to  slow th e  ra te  o f decline.

I n s t i t u t i o n a l  R e m i t t a n c e s

In s t itu tio n a l rem ittances include  noncom m ercial tra n s fe rs  o f fun ds  
a nd  m a te ria ls  by  p h ila n th ro p ic , re lig ious, educational, a nd  scientific 
o rgan iza tions. T hese o rgan iza tion s assist in  th e  su p p o rt o f hosp ita ls , 
m issions, churches, schools, a nd  scientific un d er tak in g s ab road. C on 
tr ib u tio n s  increase d u r in g  pe rio ds o f w a r an d  po stw a r reh ab ilita tio n , 
w hen su bs ta n tia l rem ittan ces  in  cash and  supp lies a re  m ade to  a l 
lev ia te  su ffering  in  w a r areas.

F o r  ba lance-o f-paym en ts purposes, estim ates o f in s titu tio n a l re 
m ittances o f th e  U n ite d  S ta tes  to  fo re ig n  countries have  been d ivided 
in to  th e  fo llow in g  g ro u p s:

1. P ro te s ta n t churches a nd  g roups.
2. C atho lic  in stitu tion s.
3. Jew ish  o rgan iza tions.
4. N onsec tarian  in s titu tion s .

T h e  fo u r th  g roup , o rd in a rily  co m prising  in s ti tu tio n s  devoted to 
educational, scientific, and  p h ila n th ro p ic  purposes, has been g re a tly  
augm en ted  in  recent ye a rs by  o rgan iza tio ns  fo rm ed  fo r  th e  specific 
pu rpose  o f p ro v id in g  w a r re lie f. A  b reak -dow n acco rd ing  to  th e  areas 
discussed in  ch ap te r I Y  is show n in  c h a r t 21. F o r  fu r th e r  d e ta il see 
ap pend ix  C, tab le  X I I I .

T re n d s

F ro m  th e  close o f W o rld  W a r I  to  1935 th e re  w as a s tro n g  dow nw ard  
tre n d  in  in s titu tio n a l rem ittances. T he  in itia l  d rop  a f te r  1919 was 
the re su lt o f  th e  reduced  need fo r  A m erican  assistance in  th e  recon 
s tru c tio n  a n d  developm ent o f w ar-d ev asta ted  E urope . D u rin g  th e  
1920’s, renew ed in te re s t in  fo re ig n  relig ious m issions an d  in te rn a tio n a l 
no nsectarian  ph ila n th ro p ie s, accom panied by h ig h e r  incom e levels, 
s tim u la ted  increased rem ittances to  o th er coun tries, a lth ou gh  the  to ta l 
continued  to  decline. B eg in n in g  in  1936, in s titu tio n a l g if ts  increased 
considerably, th e  developm ent becom ing m ore p ronounced  in  1940 as 
a re su lt o f la rg e  con tr ib u tions  fo r  E u ro p e a n  an d  A sia tic  w ar re lie f. 
T h is  w ar-induced  increase  in  in s titu tio n a l rem ittan ces  con tinued  
th ro u g h o u t th e  period  un d er  study , except fo r  a s l ig h t  set-back in  1942, 
when en tran ce  o f th e  U n ite d  S ta te s in to  th e  w a r severed connections 
w ith some countries th a t  h a d  been la rg e  rec ip ien ts  o f these  g if ts .

M ost agencies increased fo re ign  rem ittan ces  d u rin g  th e  years 1940 
to 1945, a lth ou gh  th e  increase w as p ro p o rtio n a te ly  la rg e r  in  th e  Jew ish  
a nd  no nsectarian  g roups. Jew ish  con trib u tio ns show ed a m arke d  rise  
in  1944 and  1945, a f te r  th e  w a r h ad  p rog ressed  f a r  enough to  m ake 
possible th e  beg in n ing  o f th e  ta sk  of re se ttlin g  E u ro p e a n  Jew s.

N onsectarian  agencies included, am ong o thers, th e  A m erican  B ed 
C ross and  th e  variou s specialized w a r-re lie f agencies o th er  th a n  those 
w ith  defin ite sec tarian  connections. E xpenses in cu rred  by th e  Red 
C ross in  se rv ing  th e  U n ite d  S ta te s  a rm ed  forces ab road  a re  also in 
cluded in  th e  account.
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R em ittances by no nsectarian  agencies a lone in  1945 w ere h ig he r th a n  
th e  to ta l fo r  a ll in s ti tu tio n s  in  th e  po st-W orld  W a r I  peak  ye ar  o f 
1919. A lth o u g h  th e  m uch h ig h e r level of U n ite d  S ta te s  n a tio n a l in 
come in  1945 w as undoub ted ly  a sign ifican t fa c to r in  th is  difference, i t  
w as also accounted fo r  by th e  g re a te r  devasta tio n  and  need ab road , 
th e  m uch  v aste r  ch a ra c te r  o f ac tiv ities  u n d e rta k e n  to  m a in ta in  th e  
m ora le  o f A m erican  troops in  fo re ign  countries, and, perh ap s, a g re a te r  
aw areness o f d istress overseas a nd  w illingness to  share  th e  financia l 
bu rd en  o f re liev in g  it.

P re lim in a ry  d a ta  ind ica te  a continued h ig h  level o f d isbursem ents in  
1946, w ith  p rospects  fo r  only a sl ig h t decrease, if  any , in  1947. A s 
long  as fo re ign  needs rem ain  acute  an d  A m erican  incom es rem ain  
re la tiv e ly  h igh , a continued la rg e  volum e of fo re ign  in s titu tio n a l re 
m ittances can be expected.

S ig n i f i c a n c e s  a n d  O u t lo o k

* ,
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C h a p te r  I II

C a p i t a l  M o v e m e n t s  a n d  G o ld

M o v e m e n ts  o f  L o n g -T e r m  C a p i t a l1

T he m ovem ent of lo ng -term  cap ita l d u rin g  W oi'ld  W a r  I I  w as c h a r 
acterized  by  an  outflow o f bo th  A m erican  an d  fo re ign  fund s fro m  th e  
U n ite d  S ta tes, p a ra lle lin g  in  m any  respects th e  experience of W orld  
W a r  I  an d  in  sh a rp  c o n tra s t w ith  th e  in w a rd  m ovem ent fro m  1931 
th ro u g h  1939.

T he  U n ited  S ta te s w as a deb to r to  th e  ex ten t o f ab ou t $3.7 b illion  
a t  th e  ou tb reak  o f W orld  W a r  I ,  bu t as a re su lt o f p riv a te  loans ( p r i 
m a rily  to  th e  B ritis h  a nd  F ren c h  G overnm ents) and  th e  liqu ida tion  
o f  fo re ig n  ho ld ings o f A m erican  securities, th e  U n ite d  S ta te s em erged 
a  c re d ito r n a tion , a t  th e  end  o f 1919, to  th e  ex ten t o f $3.7 b illion .2 
L a rg e  an n u a l investm ents o f A m erican  c ap ita l in  subsequent years 
increased  th e  cred ito r position  considerably .

I n  th e  la t te r  h a lf  o f 1928 and  in  1929, th e  g re a te r  a ttrac tiven ess o f 
dom estic investm ents d iverted  th e  flow o f A m erican  c ap ita l to  dom estic 
securities, and a f te r  1930 new  U n ited  S ta te s investm ents ab ro ad  v i r tu 
a lly  ceased. U n settle d  conditions a t hom e and  ab road  d iscouraged th e  
outflow  o f U n ite d  S ta te s  cap ita l, and th ere  w as a  continued  n e t inflow 
u n t i l  W o rld  W a r  I I .

I n  th e  pe riod  betw een the  w ars fo re igners purchased  la rg e  am ounts 
o f  A m erican  securities. T h is  u p h ill m ovem ent o f c ap ita l contravened 
th e  concept o f th e  p rog ress o f a co un try  fro m  a debto r to  a c red ito r 
w h ich  holds th a t , in  genera l, th e  rep ay m en t o f fo re ig n  debt precedes 
th e  accum ula tion  o f fo re ign  investm ents. I t  is a bu nd an tly  clear, how 
ever, th a t  in  th is  in stance  th e  crea tio n  o f new  fo re ign  deb t by a coun try  
a lre a d y  a n e t c re d ito r resu lted  from  th e  in itia tiv e  o f fo re ign  investors 
in  ta k in g  adv an tage  of both  investm en t an d  speculative  opp ortu n itie s  
in  th is  coun try  w hile avoid ing  increa sin g ly  insecure cond itions a t  
hom e.

D u rin g  th e  6-year period , 1940-45, th e  n e t o u tw ard  m ovem ent o f 
lo ng -te rm  c a p ita l fro m  th e  U n ite d  S ta te s ag g reg ated  $2,371 m illion  
(see tab les 21 and  22 ). B ough ly  th re e-qu ar te rs  of th e  n e t m ovem ent 
reflected U n ite d  S ta te s G overnm en t c red its  and  loans— a sum  th a t , 
ow ing  to  th e  financing  p rov ided  by lend-lease, w as sm all com pared  
w ith  G overnm en t loans d u r in g  W orld  W a r  I .

1 P r e p a r e d  b y  t h e  I n v e s tm e n t  S e c t io n .
* L e w is , C le o n a . A m e r ic a ’s  S ta k e  in  I n t e r n a t i o n a l  I n v e s tm e n t s ,  T h e  B ro o k in g s  I n s t i 

t u t i o n ,  W a s h in g t o n ,  D . C ., 1 9 3 8 , p . 4 4 7 . F i g u r e  f o r  1 9 1 9  a d j u s t e d  to  e x c lu d e  s e q u e s t r a t e d  
p r o p e r t i e s  a n d  i n t e r g o v e r n m e n t  d e b ts .
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Tabl e 2 1 .— L o n g - t e r m  c a p i t a l  t r a n s a c t i o n s  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  f o r e i g n

c o u n t r i e s ,  19Jt 0 - l f 5  1

[In  m illions  of do lla rs; n e t  r e ce ip t ( + )  o r p a y m e n t (—)]

I te m 1940-45 1940 1941 1942 1943 1944 1945

I .  T h ro u g h  m o ve m en ts  of U n ite d  S ta te s
ca p ita l in v e s te d  a b road :

A . R e c eip ts ....... . ........... ................... . 1,984. 9 208.7 193.5 219.4 402.0 406.1 555.2

P r iv a te ........ ........ ................... ...... 1 ,659.6 207.2 165.4 155. 4, 331.0 338.3 462.3
P ortfo lio  in v e s tm e n ts ______ 740. 6 83.7 59.3 74.8 192.3 147.5 183.0

A m ortiz a t io n  of foreign
secu ritie s ....... .............. . 669.3 42.1 59.3 59.3 192.3 133.3 183.0

T ra n sa c tio n s  in o u ts ta n d -
in  g foreign secu rities ,

48.5 41.6 6.9
22.8 15.5 7.3

D irec t in v e s tm e n ts ............. 919.0 123.5 106.1 80.6 138.7 190.8 279.3
U . S. G o v e rn m e n t......... ........... 325.3 1.5 28.1 64.0 71.0 67.8 92.9

B . P a y m e n ts ........... .......................... 3,842. 9 192.1 507.8 293.9 486.4 559.8 1,802. 9

P r iv a t e . ......................................... 1,890. 5 139.5 98.5 219.7 291.0 329.3 812.5
P or tfo lio  in v e s tm e n ts ........... . 1, 233.6 47.9 39.7 157.8 249.8 209.4 529.0

390.4 4.4 25.1 118.1 84.0 158.8
T ra n sa c tio n s  in o u tsta n d -

ing  fo re ign securities ,
n e t 1 2 3............................... 659.3 23.1 24.7 98.8 124.7 125.4 262.6

183.9 24.8 10.6 33.9 7 .0 107.6
D ire c t in v e s tm e n ts  4.............. 656.9 91.6 58.8 61.9 41.2 119.9 283.5

U . S. G o v e rn m e n t________ ____ 1,952.4 52.6 409.3 74.2 195.4 230.5 990.4

I I .  T h ro u g h  m o ve m en ts  of foreign cap ita l
in v es te d  in  th e  U n ite d  S ta tes:

A . R e c eip ts ......................................... 629.5 156.9 78.2 87.2 43.3 233.6 ' 30.3

P ortfo lio  in v e s tm e n ts  5________ 629.5 156.9 78.2 87.2 43.3 233.6 30.3
T ra n sac tio n s  in  o u ts ta n d in g

dom estic  secu rities , n e t 6. . . 368.4 5 .7 ' 56.6 42.3 233.5 30.3
U n ite d  K in gdo m  c a p ita l as-

254.2 150.8 72. 5 29. 8 1.0 . 1
6 .9 6.1 .8

B . P a y m e n ts _______ .............. - ........ 1,142. 6 246.7 405.5 170.9 106.3 58.9 154.3

P ortfo lio  in v e s tm e n ts _________ 897.0 246.7 326.2 74.5 53.9 43.3 152.4
A m ortiz a tio ns  of A m erican

secu r itie s ..... ................... . 60.0 10.0 10.0- 10.0 10.0 10.0 10.0
T ra n sa c tio n s  in  o u ts ta n d in g

d om estic  secu rities , n e t 6. . . 639.5 231.0 257. 7 ' 4 .5 12.8 133.5
U n i te d  K ingdom  cap ita l as-

140.2 5.7 52.7 56.8 16.1 8.9
V es ting s b y  A lien  P ro p e r ty

51.4 7.7 23.2 11.6 8 .9
5.9 5.8 . 1

245.6 79.3 96.4 “ "52.4 15.6 1.9
V estings b y  A lien P ro p e r ty

154.8 96.4 52.4 4.1 1.9
90.8 79.3 11.5

I I I .  N e t  m o ve m en t of U n ite d  S ta tes  a n d
fo reign c a p ita l ......... ........................ -2 ,3 7 1 .1 - 7 3 .2 -6 4 1 . 6 -1 5 8 .2 -1 4 7 .4 + 2 1 .0 -1 ,3 7 1 .7

A . U n ite d  S ta te s  c a p ita l__________ - 1 ,  858.0 + 1 6 .6 -3 1 4 .3 - 7 4 .5 - 8 4 .4 -1 5 3 .7 -1 ,2 4 7 .7
P r iv a te _______ ____ ______ — -2 3 0 . 9 + 6 7 .7 + 6 6 .9 - 6 4 .3 + 4 0 .0 + 9 .0 -3 5 0 . 2

P o r tfo lio ..................... ........... -4 9 3 .0 + 3 5 .8 + 1 9 .6 - 8 3 .0 - 5 7 .5 - 6 1 .9 -3 4 6 .0
D ir e c t_________ _________ + 262 .1 + 3 1 .9 + 4 7 .3 + 1 8 .7 + 9 7 .5 + 7 0 .9 - 4 . 2

U . S. G o v e rn m e n t ..................... . - 1 ,  627.1 -5 1 .1 -3 8 1 .2 - 1 0 .2 -1 2 4 .4 -16 2 . 7 -8 9 7 . 5
B . F o re ign  c a p i t a l . . .  ____________ -5 1 3 .1 - 8 9 .8 -3 2 7 . 3 - 8 3 .7 - 6 3 .0 +174. 7 -1 2 4 .0

1 A  re ce ip t (or a n  inflow ) of c a p ita l re su lts  e ith e r from  a n  increase  in  fo re ign asse ts  in  th e  U n ite d  S ta te s  
o r a  decrease in  U n ite d  S ta te s  asse ts  ab ro ad . C onv erse ly , a  p a y m e n t (or a n  outflow ) of ca p ita l re su lts  
e i th e r  from  a  decrease in  fo re ign assets  in  th e  U n ite d  S ta te s  or a n  increase  in  U n ite d  S ta te s  a sse ts  ab ro ad . 
T h e  ta b le  covers o n ly  changes in v o lv in g  th e  flow of ca p ita l a n d  does n o t  re flec t changes in  th e  v a lu e  of 
asse ts  re su ltin g  from  o th er  fac to rs.

2 In  th ose  yea rs  for w h ich  b o th  re ce ip ts  a n d  p a y m e n ts  a re  show n , th e  p a y m e n ts  re p res en t u n rec o rd e d  
U n ite d  S ta te s  p u rch ase s of foreign sec u rities  (a pp en d ix  B , p . 189). T o ta ls  fo r th e  per io d  are  su m s  of th e  
a n n u a l n e t  figures.

3 In c lud es  issues p lac ed  p u b lic ly  a n d  p r iv a te ly  for new  cap ita l an d  for re fu nd in g  pu rpo se s. E xclude s 
d isc o un ts  a n d  com m issions a n d  issues of fo re ign -inco rpo ra ted  en te rp rises  con tro lled  in  th e  U n ite d  S ta te s . 
Inc lu d es  th e  follow ing es tim a te d  a m o u n ts  of p r iv a te ly  ta k e n  issues (for each  y ear, in  m illions  of dolla rs); 
1940 a n d  1941, none; 1942, 25; 1943, 34; 1944, 70; a n d  1945, 99.

4 In c lud es  o fferings in  th e  follow ing a m o u n ts  b y  fore ign-inco rpo ra ted  en te rp rises  c on tro lled  in  th e  U n ite d  
S ta te s  (for each  ye a r, in  m illions  of do lla rs ): 1940, 1941, a n d  1942, none; 1943, 2; 1944, 27; a n d  1945, 12.

fi T h e re  w ere  no  k no w n  in w a rd  m o ve m en ts  o f d ire c t-in v e stm e n t cap ita l.
6 In c lud es  fo re ign p u rch ase s a n d  sales of U . S. G o v e rn m e n t ob liga tions w h ich  ca n n o t be s e p ara te ly  

es tim a te d . T o ta ls  for th e  period  are  su m s  of th e  a n n u a l n e t figu res.
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Tabl e 22.— L o n g - t e r m  c a p i t a l  m o v e m e n t s ,  b y  a r e a ,  19Jf 0 - 4 5  

[ In  m illio n s  of dollars]

R ec eip ts

A re a  a n d  ty p e  of cap ita l

A ll  a reas, t o ta l ....................

U n ite d  S ta te s  c a p i ta l . .
P r i v a t e . . . ......... .
G o v e rn m e n t—.......

F o re ign  c a p i ta l ...........

S ter ling  area , to ta l ............ .

U n ite d  S ta te s  c a p i ta l . .
P r i v a t e . . - ....... —
G o v e rn m e n t......... .

F o re ig n  c a p i ta l ...........

C a n a d a , t o ta l .......... ...........

U n ite d  S ta tes  c a p i t a l -
p r iv a te  _________
G o v e rn m e n t-------

F ore ig n  c a p i ta l ......... .

A m eric a n  R ep u b lic s , to ta l.

U n ite d  S ta te s  c a p i t a l . .
P r iv a te -------------
G o v e rn m e n t_____

F ore ig n  c a p i ta l--------

O th e r , to ta l ------------------

U n ite d  S ta te s  c a p i ta l ..
P r iv a te _________
G o v e rn m e n t.........

F o re ign  c a p i ta l ......... .

A ll a reas, t o ta l ---------------

U n ite d  S ta te s  c a p i ta l . .
P r iv a te _________
G o v e rn m e n t-------

F ore ign  c a p i ta l ........... .

S ter ling  area , to ta l ----------

U n ite d  S ta te s  c a p i ta l . .
P r iv a te _________
G o v e rn m e n t-------

F ore ig n  c a p i ta l---------

C a n a d a , to ta l ......... . ...........

U n ite d  S ta te s  c a p i ta l .  .
P r iv a te _________
G o v e rn m e n t-------

F ore ig n  c a p i t a l . ......... .

A m erica n  R ep u b lic s , to ta l.

U n ite d  S ta te s  c a p i t a l . .
P r iv a te ________
G o v e rn m e n t-------

F ore ig n  c a p i t a l . .........

O th e r , to ta l -----------------

U n ite d  S ta tes  c a p i t a l . .
P r iv a te ________
G o v e rn m e n t------

F ore ig n  c a p ita l_____

1940 1941 1942 1943 1944 1945

367.3 305.4 342.3 504.0 675.3 598.9

210.4 222.4 240.6 428.0 428.1 562.3
208.9 194.3 176.6 357.0 360.3 469.4

1.5 28.1 64.0 71.0 67.8 92.9
156.9 83.0 101.7 76.0 247.2 36.6

165.5 95.0 66.5 68.8 49.3 61.3

11.7 22.5 36. 4 67.8 49.2 61.3
11.7 4 .9 10.4 33.0 9.1 20.4

17.6 26.0 34.8 40.1 40.9
153.8 72.5 30.1 1.0 .1

48.2 46.3 82.1 195.2 226.7 205.3

45.7 46.3 81.5 195.2 195.6 205.3
45.7 46.3 57.5 195.2 188.4 193.4

24.0 7 .2 11.9
2.5 .6 31.1

60.1 85.9 84.0 112.4 167.7 154.1

60.1 82.9 76.3 106.7 152.8 127.2
58.6 72.4 70.3 99.4 132.3 101.5

1.5 10.5 6 .0 7.3 20.5 25.7
3 .0 7.7 5 .7 14.9 26.9

93.5 78.2 109.7 127.6 231.6 178.2

92.9 70.7 46.4 58.3 30.5 168.5
92.9 70.7 38.4 29.4 30.5 154.1

8.0 28.9 14.4
. 6 7. 5 03.3 69.3 201.1 9.7

P a y m e n ts

440.5 947.0 500.5 051.4 654.3 1,970.6

193.8 536.7 315.1 512.4 581.8 1,810.0
141.2 127.4 240.9 317.0 351. 3 819.6
52.6 409.3 74.2 195.4 230.5 990.4

246.7 410.3 185.4 139.0 72.5 160.6

219.6 744.2 119.8 82.3 167.4 711.1

3 .9 371.1 47.5 40.1 119.6 667.9
3.9 21.1 7 .5 2.7 11.3 27.0

350.0 40.0 37.4 108.3 640.9
215.7 373.1 72.3 42.2 47.8 43.2

65.3 118.1 158.0 369.4 291.8 505.2

50.0 89.3 157.0 356.3 290.8 406.6
50.0 62.3 150.9 275.9 258.1 406.6

27.0 6.1 80.4 32.7
15.3 28.8 1.0 13.1 1.0 98.6

68.2 38.0 98.2 111.4 61.1 218.6

64.0 37.5 97.7 110.9 60.6 218.1
44.8 35.7 69.6 34.3 54.2 192.1
19.2 1.8 28.1 76.6 6.4 26.0
4 .2 . 5 .5 .5 .5 .5

87.4 46.7 124.5 88.3 134.0 535.7

75.9 38.8 12.9 5.1 110.8 517.4
42.5 8 .3 12.9 4.1 27.7 193.9
33.4 30. 5 1.0 83.1 323.5
11.5 7 .9 111.6 83.2 23.2 18.3

Not e—Wh ile  th e  n e t  re ce ip ts  o r p a y m e n ts  sho w n  in  th is  ta b le  for a n y  y e a r ag ree  w ith  th ose  sho w n  in  
th e  g lobal ba lance  of p a y m e n ts  ta b le  1, th e  to ta l  re ce ip ts  o r p a y m e n ts  m a y  d iffer. C e r ta in  item s  are  in c lu d ed  
on  a  n e t  b asis  in  ta b le  21; obv io us ly  th e  g lobal n e t figu res m a y  b e  th e  r e su lt  of n e t rece ip ts  in  one  a rea  a n d  
n e t  p a y m e n ts  in  a n o th e r.  T h e  g lo bal to ta ls  ab ove  are  th e  su m s  of th e  a re a  to ta ls ; th e y  a re  th u s  genera lly  
la rg er th a n  th e  figu res in  ta b le  21.
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M o v e m e n t s  o f  U n i t e d  S t a t e s  L o n g - T e r m  C a p i t a l

T h e  re tu rn  flow o f A m erican  long -te rm  cap ita l fro m  fo re ign  coun 
tr ie s  w hich  began  d u r in g  th e  depression in  1931 w as a b ru p tly  re 
v ersed  d u r in g  th e  w ar, p r im a rily  as a re su lt o f U n ite d  S ta te s  G ov ern 
m en t loans to  th e  U n ite d  K ingdom  an d  o th er countries. F o r  th e  6-year 
pe rio d  now  u n d e r  considera tion , th e re  w as a sm all n e t outflow of 
p r iv a te  cap ita l,  a lth ou gh  no  consisten t tre n d  w as a p p a re n t. F u n d s  
invested in  contro lled  en te rp rise s ab ro ad  continued  to  be re tu rn ed  
to  th is  co un try  u n til  1945. F o re ign e rs , p a r tic u la r ly  C anad ian s, con 
tin u e d  to  am ortize th e ir  do lla r  bonds an d  only one fo re ig n  lo ng-term  
loan  fo r  new  m oney w as pub lic ly  offered in  th is  co un try .3 A b ou t 

- $700 m illio n  o f o u ts ta n d in g  C an ad ian  securities  w as pu rch ased  in
th is  period , as n e t transac tio n s in  ou tsta n d in g  fo re ign  securities  (i. e., 
ex c lud ing  new  issues so ld in  th e  U n ite d  S ta te s  a n d  am ortiza tion s) 

^  resu lted  in  an  outflow  o f $611 m illion  of U n ite d  S ta te s cap ita l.

G o v e rn m en t L o a n s D o m in a tin g

L o ng -te rm  loans, investm ents, a n d  c re d its  to  fo re ign ers  by  tho 
U n ite d  S ta te s  G overnm en t d u r in g  th e  y ears 1940-45 ( a f te r  ded uc ting  
repay m en ts) am ounted  to  $1,627 m illion . T h is  to ta l, w h ich  includes 
on ly  those financia l agreem ents c a rry in g  s tip u la ted  p rov isions fo r  re 
p aym en t,4 can be com pared  w ith  $7,685 m illion  o f G overnm ent ad 
vances to  fo re ign  governm en ts in  W o rld  W a r  I  ( J u ly  1, 1914, to  
D ecem ber 31, 1918).5 H ow ever, d u rin g  a n d  im m ed ia tely  fo llow ing  
W o rld  W a r  I I ,  as discussed in  ch ap te r I ,  th e  fo u n d a tio n  fo r a huge 
p ro g ra m  o f c a p ita l assistance to  fo re igne rs w as la id , com prising  lend- 
lease a nd  su rp lu s  p ro p e r ty  c red its , E x p o r t- Im p o r t B an k  loans, special 
loans to  th e  U n ite d  K ingdom  a nd  th e  R epub lic  of th e  P h il ip p in e s , an d  
investm ents in  th e  W o rld  B an k  and  F u n d .

T h e  a c tua l outflow  o f G overnm en t ca p ita l w as re la tiv e ly  sm all u n til  
a f te r  V J-d a y , except in  1941, w hen a loan  o f $425 m illio n  w as m ade 
to  th e  U n ite d  K in gd om  by  th e  R eco nstruc tion  F in a n c e  C o rp ora tion  
to  p ro v ide  fu n d s  fo r  w a r pu rchases o rde re d  p r io r  to  th e  passage  o f 
th e  L end-L ease  A ct. O f th is  c red it, $350 m illion  w as u tilize d  in  1941 
a nd  a  f u r th e r  $40 m illio n  in  1942.6 T he  expe nd itu re  by  th e  D efense 
P la n t  C orpo ra tion  o f some $44 m illion  fo r  th e  construc tion  o f p ro 
ductive  fac ilities  in  C uba, P e ru , C hile, a nd  E c uad or, an d  lend-lease 
silve r loans to  c er ta in  ste rlin g -a re a  coun tries, p rov id ed  m ost o f 

* th e  rem ain d e r o f G overnm ent c red its  d u r in g  th e  p e rio d  o f ac tua l
hostilities .

N e t d isbursem ents by  th e  E x p o rt- Im p o r t B a n k  on loans m ade 
d ire c t to  fo re ign ers  to ta le d  on ly  $120 m illion  d u r in g  th e  years 1940-45. 
T h e  bu lk  o f th is  outflow occu rred  befo re  th e  U n ite d  S ta te s en te red  th e  
w a r a n d  w as designed p r im a rily  to  fa c ilita te  th e  developm ent an d  oper 
a tio n  o f specific in d u s tr ia l  p ro je c ts ; fro m  1942 th ro u g h  1945 re p a y 
m ents by  fo re ig ne rs o f loans g ra n te d  e a rlie r  n e a rly  equaled th e  dis-

3 B y  S te e p  R o c k  I r o n  M in e s , L im i t e d .  H o w e v e r ,  a  n u m b e r  o f  is s u e s  w<*re f lo a te d  h e r e  fo r  
r e f u n d in g  p u r p o s e s  a n d  s e v e r a l  s m a l l  s to c k  is s u e s  w e r e  a l s o  s o ld  to  t h e  p u b l ic  ( s e e  a p p e n d ix  
C , t a b l e  X X ) .

4 F o r  a  d is c u s s io n  o f  f i n a n c ia l  a s s i s t a n c e  w i t h o u t  sp e c if ic  t e r m s  o f  r e p a y m e n t ,  s e e  sec* 
t i o n  o n  u n i l a t e r a l  t r a n s f e r s ,  p . 87 .

5 W i l l i a m s ,  J o h n  H ., T h e  B a l a n c e  o f  I n t e r n a t i o n a l  P a y m e n t s  o f  t h e  U n i t e d  S t a t e s  f o r  t h e  
Y e a r  1 9 2 0  W i t h  a  S t a t e m e n t  o f  t h e  A g g r e g a te  B a l a n c e  J u l y  1 , 1 9 1 4 - D e c e m b e r  3 1 , 1 9 2 0 , 
i n  T h e  R e v ie w  o f  E c o n o m ic  S t a t i s t i c s  ( S u p p l e m e n t ) ,  H a r v a r d  U n iv e r s i ty  P r e s s ,  p r e l im 
i n a r y  v o lu m e  3 , J u n e  1 9 2 1 , s u p p l e m e n t  1, p . 2 0 1 .

G T h e  b a la n c e  o f  t h i s  l o a n ,  $ 3 5  m i l l io n ,  i s  s t i l l  t e c h n i c a l l y  a v a i l a b l e  f o r  u s e  b y  t h e  U n i te d  
K in g d o m , b u t  p r e s u m a b ly  wTi l l  n o t  b e  d r a w n .
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bursem ents on new  loans. A lth o u g h  th e  sum s actually  d isbu rsed  by th e  
B a n k  w ere re la tiv e ly  u n im p o rta n t in  1945, c red its  o f $665 m illion  w ere 
g ra n te d  to  finance th e  pu rchase  o f goods an d  services w hich  h a d  been 
requested  a nd  approv ed  un d e r th e  lend-lease  m echanism , b u t  fo r  w hich  
p rocu rem en t con trac ts  h a d  n o t been signed  on Y J-d a y . A dd itio n a l 
recon stru c tion  cred its  ($165 m illion ) w ere ex tended  by th e  B an k  fo r  
th e  pu rchase  o f a g ric u ltu ra l a nd  in d u s tr ia l p roducts . I n  all, th e  E x 
p o rt- Im p o rt B an k  au tho rized  loans in  th e  la s t h a lf  o f 1945 a g g reg a tin g  
$1,040 m illion . H ow ever, loan  d isbursem ents in  th is  period  (inc lud ing  
d isbursem ents on prev ious com m itm ents) w ere only  $58.6 m illion  
( in c lu d in g  g u a ran te ed  lo an s ), reflec ting  th e  considerable  leng th  of 
tim e w h ich  elapsed betw een th e  p lacem ent o f th e  loans a nd  the  
de livery  o f goods.

M ost o f th e  outflow  o f $898 m illion  o f U n ite d  S ta tes  G overnm ent 
lo ng -term  c re d it in  1945 consisted  o f th e  so-called “3 ( c ) ” lend-lease 
credits. A greem en ts signed in  th e  early  p a r t  o f 1945 w ith  F ran ce ,
B elg ium , an d  th e  N e th e rla n ds  p ro v ided  su b stan tia lly  th a t  lend-lease. 
goods in  th e  p ipe  line  on V J -d a y  an d  req u ired  fo r  peacetim e needs 
could be sh ipped  on c re d it te rm s a f te r  th e  end  of hostilities . I n  O cto 
b er an  ag reem en t w as reached w ith  th e  U . S. S. R ., a nd  an in fo rm a l 
ag reem en t w ith  th e  U n ite d  K ingdom  w as confirm ed in  th e  com prehen 
sive w a r-se ttlem en t ag reem en t w ith  th a t  coun try  on D ecem ber 6 , 1945.7

A m ong  th e  im p o rta n t ac tions take n  d u rin g  1945 w as th e  passage  of 
th e  E x p o rt- Im p o r t B an k  A c t of 1945, w hich, in  add it io n  to  ra is in g  
th e  lim it on ou tsta n d in g  loans an d  gua ran tees o f th e  B a n k  fro m  $700 
m illion  to  $3.5 b illion , rem oved th e  p roh ib itio n  on loans by th e  B an k  
to  governm en ts in  d e fa u lt on th e ir  ob liga tions to  th e  U n ite d  S ta te s 
G overnm ent. T h e  p rev iously  m entioned ag reem en t w ith  G rea t 
B r ita in  also p rov id ed  fo r  a loan  to  th a t  coun try  of $3,750 m illio n ; th e  
ag reem en t w as ra tified  in  th e  fo llow ing  year.

T he  g ra n tin g  o f lend-lease cred its , su rp lus p ro p e r ty  c redits, an d  E x 
p o r t- Im p o r t B an k  loans, to ge th e r w ith  th e  opera tions of th e  U n ited  
N ations R elief and  R eh ab ilita tio n  A d m in istra tio n , p ro v ided  fo r  a con 
s iderab le  p a r t  o f th e  food  a nd  o th er  com m odities so despera te ly  needed 
ab road , a lth ou gh  i t  w as c lear th a t  ad d it io n a l la rge-sca le  g ra n ts  and  
cred its  w ould be req u ired  to  rec on s truc t fo re ign  economies. I t  is ex 
p ected  th a t  th e  m ajo r p o rtio n  of th e  cred its  w ill be p rov ided  by  th e  
In te rn a tio n a l B an k  fo r  R econstruc tion  a nd  D evelopm ent and  w ill come 
fro m  U n ite d  S ta te s sources. H ow ever, o ther coun tries also c o n tr ib 
u ted  to  th e  ta sk  o f w orld -w ide  re h ab ilita tio n  an d  in  some cases to  a *
g re a te r  p ro p o rtio n  o f th e ir  p ro du ctive  capac ity  th a n  d id  th e  U nited  
S ta tes.

T he  genera l tre n d  of th e  te rm s o f U n ite d  S ta te s G overnm ent long 
te rm  loans to  fo re igne rs d u rin g  th e  p e rio d  1940-45 w as to w ard  a re- A
duction  o f in te re s t ra tes  and  an  extension of m atu ritie s . T he  R econ 
s tru c tio n  F in a n c e  C o rp ora tio n  loan  to  th e  U n ite d  K in gdo m  in  1941 
w as a t  3 pe rcen t fo r  15 years. T h ro u g h  1944, E x p o rt- Im p o r t B an k  
loans w ere genera lly  g ra n te d  a t  4 pe rcen t a nd  v a rie d  in  m a tu ri ty  u p  to  
fro m  10 to  12 'years. I n  1945 lend-lease p ick-up  c red its  ex tended  by

7 S l i i r e r ,  J o h n .  F o r e ig n  C r e d i t s  o f  t h e  U n i te d  S t a t e s  G o v e r n m e n t ,  S u r v e y  o f  C u r r e n t  
B u s in e s s ,  U . S . D e p a r tm e n t  o f  C o m m e rc e , J a n u a r y  1 9 4 7 , p p . 1 9 - 2 3 .  T h e  $ 6 5 0 - m il l io n  
c r e d i t  e x te n d e d  t o  G r e a t  B r i t a i n  o n  D e c e m b e r  6 , 1 9 4 5 , c o n s t i t u t e d  a n  o v e r - a l l  s e t t l e m e n t  
o f  v a r i o u s  t r a n s a c t i o n s .  O f t h e  t o t a l ,  $ 4 7 2  m i l l io n  w a s  t o  c o v e r  t h e  t r a n s f e r  o f  t h e  s o -c a l le d  
l e n d - le a s e  in v e n to r y  in  t h e  U n i te d  K in g d o m , a n d  t h e  b a la n c e  w a s  f o r  s u r p lu s  p r o p e r ty  a n d  
t h e  e x c e s s  o f  p ip e - l in e  l e n d - le a s e  d e l i v e r ie s  o v e r  b o th  ( 1 )  r e v e r s e  l e n d - le a s e  a f t e r  V J - d a y ,  
a n d  ( 2 )  n e t  c l a im s  d u e  t h e  U n i te d  K in g d o m  b y  t h e  U n i te d  S t a t e s .
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th e  B an k  c a rr ie d  th e  sam e te rm s as those of th e  lend-lease “3 (c) ” ag ree 
m ents, w h ich  genera lly  called  fo r  2%  pe rcen t c red its  due in  abou t 30 
years. O th e r E x p o rt Im p o rt B an k  cred its  fo r  reco ns tru c tion  p u r 
poses in  th e  second h a lf  o f 1945 w ere m ade a g a in s t 2i/2-percen t to  3y2- 
pe rcen t notes th a t  fe ll due  in  abou t 20 years. Sales o f su rp lu s p ro p e rty  
on c re d it w ere m ade on te rm s s im ila r  to  th e  lend-lease credits.

D i r e c t - I n v e s t m e n t - C a p i t a l  W i t h d r a w n

T he n e t w ith d raw a l o f A m erican  e n trep re n e u ria l c ap ita l fro m  fo r 
eign coun tries th a t  becam e eviden t fo r  the  first tim e in  1933 continued  
d u r in g  th e  w a r in  am ounts th a t  ran g ed  on ba lance from  abou t $20 to 
$100 m illion  p e r  annum  (see tab le  21 ). I n  1945, the  first ne t outflow 
o f fun ds  since 1936 w as recorded. T h e  w ith d raw a l o f cap ita l d u r in g  
th e  w a r seemed closely re la ted  to  a consideration  fo r  th e  sa fe ty  o f p ro p 
e rties  and  fo r  p ro fit p rospects  in  w a r areas. E lsew here, la rg e  profits  
p e rm itte d  th e  rep ay m en t of in terc om pan y  a n d  o th er  indeb tedness by 

f  m any  fo re ign  en terp rise s and  in  a few  cases stim u la ted  the  pu rchase  by
fo re igners of A m erican -ow ned p rop e rtie s abroad. I n  some instances, 
th e  in a b ility  o f fo re ig n  affiliates to  ob ta in  supplies fro m  usual sources 
in  th e  U n ite d  S ta te s le f t  them  w ith  un u tiliz ed  cash balances, w hich  
induced  th e  rep ay m en t o f obliga tions to  p a re n t com panies.

A lth o u g h  400 A m erican -con tro lled  com panies o p e ra tin g  ab road  
w ere sold to  fo re igne rs o r liq u id a ted  d u r in g  th e  w a r years, an  even 
la rg e r  num ber o f new  com panies (see p . 98 ), b u t invo lv ing  a sm aller 
to ta l investm ent, w ere rep o rted  to  have  been established ab ro ad  by  
A m ericans. D a ta  w ere availab le  to  th e  D e p a rtm e n t o f C om m erce fo r  
abou t o n e -th ird  o f the  sales and  liqu id a tio ns  on w hich th e  to ta l re tu rn  
o f A m erican  cap ita l a pp ro x im a ted  $290 m illion .8 A m ong  th e  la rg es t 
liq u id a tion s w ere those o f th e  In te rn a tio n a l T elephone a n d  T e le g rap h  
C o rpo ra tion , w hich disposed of its  R u m an ian  te lep ho ne-o pera ting  sub 
s id ia ry  in  1941 fo r  abou t $14 m illion  and  its  te lepho ne-op era ting  sub 
s id ia ry  in  S p a in  in  1945 fo r  ap p rox im ate ly  $88 m illion .9

T hese  tran sac tion s, a nd  o th er  liq u id a tion s o f ho ld ing s of pub lic 
u til i tie s  in  L a tin  A m erica, w ere an  evidence o f th e  desire  o f m any 
fo re ign  countries to  con tro l th e ir  ow n basic ind ustrie s. S im ila r  t r a n s 
ac tions inc luded  th e  sale o f a su bs tan tia l in te re s t in  th e  stock o f th e  
C h in a  N a tio na l A v ia tion  C orpo ra tion  by  P a n  A m erican  A irw ay s C or 
p o ra tio n  to  th e  C hinese G overnm ent, a nd  o f th e  m a jo rity  shares of 
severa l of th e  sam e com pany’s L a tin  A m erican  subsid iaries to  local 

« in terests .
A d d itio n a l cap ita l inflow s resu lted  fro m  la rg e  p ro fits  in  th e  C uban 

su g a r in d u stry . T hese  p e rm itte d  th e  red uction  o f bonded indeb tedness 
(a s w ell as th e  paym en t o f in te re s t in  a rre a rs )  he ld  by  A m ericans and  

r  also induced th e  pu rcha se  by  C ubans o f p rop e rtie s in  th a t  coun try , in 
c lud ing  several th a t  h a d  been ta k e n  over by  A m erican  banks d u rin g  
th e  early  1930’s to  sa tisfy  u n p a id  bank  loans.

A s a lre ady  noted, fav o rab le  business cond itions—p a rtic u la r ly  in  
pe tro leum , p a p e r  a nd  p u lp , an d  a g ric u ltu re — enabled subsid iaries and  
branches to  rep ay  advances fro m , an d  even to  m ake advances to , p a re n t 
com panies. T he  la t te r  w as a  m eans o f accum ula ting  c a p ita l u n til  such

8 T h i s  f ig u re  d o e s  n o t  in c lu d e  a  l a r g e  b u t  u n k n o w n  a m o u n t  o f  c a p i t a l  lo s s e s  r e s u l t i n g  
f r o m  w a r  d a m a g e ,  n o r  d o e s  i t  in c lu d e  t h e  v a lu e  o f  n a t i o n a l i z e d  A m e r ic a n  p r o p e r t i e s  in  
e a s t e r n  E u r o p e  a n d  e l s e w h e r e  f o r  w h ic h  c o m p e n s a t io n  w i l l  p r e s u m a b ly  b e  r e c e iv e d .

9 L a t e  i n  1 9 4 6 , t h e  s a m e  c o m p a n y  s o ld  i t s  m a j o r  A r g e n t i n e  s u b s i d i a r y ,  t h e  U n i te d  R iv e r  
P l a t e  T e le p h o n e  C o ., L td . ,  to  t h e  A r g e n t i n e  G o v e r n m e n t  f o r  a b o u t  $ 9 5  m i l l io n .
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tim e as c ap ita l equipm en t (such as refinery  a nd  re la ted  equipm ent) 
becam e obta inab le  in  th e  U n ite d  S ta te s fo r 'e x p o r t, o r  o f re tu rn in g  to. 
th e  U n ite d  S ta te s a p o rtio n  o f th e  fo re ign  investm ent u n til  inven tories 
could be rep len ished  fro m  th is .c ou n try . F ro m  1940 th ro u g h  1944, th e  
ne t in flow o f in terc om pan y  fun ds  ap p ro x im a ted  $170 m illion , w hile in  
1945 th e  ne t m ovem ent tu rn e d  o u tw ard  (to  th e  ex ten t o f $61 m illio n ).

A s sta ted  p rev iously , a lth ou gh  th e  n e t m ovem ent of fu n d s  w as 
to w a rd  th e  U n ite d  S ta te s, a la rg e  num ber o f A m erican  com panies 
increased  th e ir  investm ents ab ro ad  by  re in ve stin g  fo re ig n  earn ings, 
by  m ak in g  new  investm ents, a nd  by  ad vancing  a d d it io n a l fu n d s  to  
d irec t-investm en t enterp rises. Som e 1,000 new  A m erican  en terp rises 
w ere rep o rted  fo rm ed  ab ro ad  d u r in g  th e  w ar years. T h e  c ap ita l ou t 
flow involved  in  less th a n  300 o f these  fo r  w h ich  d a ta  w ere availab le  
to  th e  D e p a rtm e n t o f Com m erce agg reg ated  on ly  $135 m illion ,10 11 and , 
as these figures suggest, involved  no very  la rg e  tran sac tion s. A lm ost 
a ll  o f  th e  new  investm ents w ere m ade in  th e  W este rn  H em isphere, 
p r in c ip a lly  in  C anada  an d , to  a lesser ex ten t, in  M exico a nd  th e  ^
C aribbean  area. C ap ita l w as d irec ted  m ain ly  to w ard  m an u fa c tu rin g  
an d  d is tr ib u tin g  fac ilities . Im p o r ta n t  investm ents w ere also m ade 
in  th e  p a p e r  a nd  pu lp  in d u stry .

D o l l a r - B o n d  A m o r t i z a t i o n s  C o n t i n u e

R etirem en ts o f fo re ign  d o lla r  loans in  th e  1940-45 pe rio d  w ere $279 
m illion  in  excess o f new  issues, p laced  p riv a te ly  a nd  pub lic ly . H o w 
ever, to ta l U n ite d  S ta te s ho ld ing s o f fo re ign  d o lla r  bonds p robab ly  
increased  d u r in g  these  years, a su bs ta n tia l b u t unknow n p a r t  o f  th e  
n e t pu rchases o f o u ts ta n d in g  fo re ig n  se c u ritie s11 co nsisting  o f p u r 
chases o f securities, chiefly C an ad ian , payab le  solely o r op tion ally  in  
U n ite d  S ta te s  dolla rs .

N ew  issues exceeded $100 m illion  in  1943 fo r  th e  first tim e since 1931, 
a lth ou gh  a ll  b u t one o f th e  pub lic ly  offered and  m ost o f th e  p r iv a te ly  
p laced  loans w ere fo r  re fu n d in g  purposes (see tab le  21 ). M any o f 
th e  re fu n d in g s  involved  th e  redem ptio n  of o u ts ta n d in g  issues p r io r  
to  m a tu rity , as fo re ign , chiefly C an ad ian , deb to rs took  ad va n tage  of 
fav o rab le  m oney-m arket cond itions to  reduce in te re s t charges and 
ex tend m a tu ritie s . (See tab le  27 a nd  ap pe nd ix  C, tab le  X X I  fo r 
estim ates o f A m erican  ho ld in gs o f fo re ig n  d o lla r  bonds.)

O th e r  P o r tfo lio  In v e s tm e n ts  In c re a se

A m erican  investo rs pu rchased , on ba lance, $611 m illion  o f fo re ign  
securities (exclud ing  new  issues a nd  am o rtiza tio ns)  in  1940-45, and  
A m erican  b a n k in g  in s ti tu tio n s  m ade n e t advances o f m ed ium -term  
cred its  to ta lin g  abou t $160 m illion .

T ra n sa c tio n s in  o u ts ta n d in g  fo re ign  securities, as a lrea d y  ind ica ted , x
undoub ted ly  inc lude  la rg e  pu rchases and  sales o f d o lla r  bonds. D u r 
ing th e  in te rw a r  pe riod , especially , th e  u sual n e t inflow  o f fun ds  in  
th is account rep re sen ted  repu rchases o f fo re ign  do lla r  bonds by  debto r 
countries, an d  n e t pu rchases by  residen ts  o f o ther coun tries from  
U n ited  S ta te s ow ners. F ro m  1941 to  1945, how ever, A m ericans m ade 
in creasing ly  la rg e  n e t pu rchases o f fo re ign , chiefly C an ad ian , issues.
A s a m a tte r  o f fac t, in  th e  w hole 6-year pe rio d  ne t A m erican  p u r-

10 T h e  a c t u a l  t o t a l  w a s  n o  d o u b t  m u c h  l a r g e r  t h a n  t h i s  f ig u re .  H o w e v e r ,  s in c e  t h e  d a t a  
o b t a in e d  by  t h e  D e p a r tm e n t  w e r e  p r im a r i l y  f r o m  p u b l i s h e d  s o u r c e s  a n d  s in c e  t h e r e  w e r e  
n o  r e q u i r e m e n t s  to  r e p o r t  s u c h  t r a n s a c t i o n s  to  i t ,  t h e  i n f o r m a t io n  r e g a r d in g  b o th  n e w  
in v e s tm e n t s  a n d  l i q u id a t i o n s  w a s  s e r i o u s ly  d e f ic ie n t .

11 S e e  t a b l e  21  a n d  a p p e n d ix  B .

9 8



chases o f fo re ign  securities in  C anad a w ere estim ated  a t $695 m illion , 
h a v in g  been offset by  n e t sales to  o th e r a reas  to  reduce  th e  to ta l ne t 
m ovem ent to  $611 m illion .

S lig h tly  h ig h e r  in te re s t ra te s  in  C anada , coupled w ith  th e  specula 
tiv e  a ttra c tio n  (rea lized  in  1946) o f a possible re tu rn  to  p a r  o f the  
C an ad ian  d o lla r, s tim u la ted  th e  la rge-sca le purchases o f C an ad ian  
issues fro m  1942 on.12 In s titu tio n a l investors, p a r tic u la r ly  in su rance 
com panies, seem to  have  been th e  p r in c ip a l pu rch asers  involved.

M o v e m e n t s  o f  F o r e i g n  L o n g - T e r m  C a p i t a l

I n  th e  6 years fi-om 1940 th ro u g h  1945, th e re  w as a  n e t liqu id a tio n  
o f $513 m illion  o f fo re ign  lo ng-term  investm ents in  th e  U n ite d  S ta tes. 

'  T h is  figure  w ould no dou b t have  been m any  tim es la rg e r  i f  lend-lease
a id  h ad  no t been g ra n te d  to  o u r A llies a nd  if  they  h a d  h ad  to  re so rt to  
conventional m ethods o f f inancing  th e ir  w a r  effort. T h e  la rg es t w ith 
d raw als o f fo re ign  c a p ita l fro m  th e  U n ite d  S ta te s occu rred  in  1940 

1 a n d  1941—p r io r  to  th e  la rge-sca le  op era tio n  o f lend-lease assistance—•
w hen G rea t B r i ta in  liq u id a ted  extensive A m erican  ho ld ing s to  p rovide  
do lla r  exchange.13 S u b s ta n tia l reductions also resu lted  fro m  th e  vest 
in g  (seizure o f t i tle )  by  th e  A lien  P ro p e r ty  C ustod ian , m ostly  in  1942 
a nd  1943, o f $206 m illion  o f p ro p e rty  in  th e  U n ite d  S ta te s  th a t  w as 
u n d e r enem y contro l.14

F o r e i g n  D i r e c t  I n v e s t m e n t s  R e d u c e d

R ela tive ly  li t t le  in fo rm a tio n  is availab le  on th e  m ovem ent o f fo re ign  
d irec t-investm en t c ap ita l in  th e  U n ite d  S ta te s, except fo r  a  few  la rg e  
tra n sa c tio n s w hich received a tte n tio n  in  th e  press. T hese  inc luded  
tw o B ritis h  liqu ida tions  in  1941, w hich y ielded  abou t $80 m illio n  in  
do lla r  exchange, and  th e  sale in  1944 by  C an ad ian  in te re sts  o f th e  
P u e rto  R ico R ailw ay  L ig h t & P ow er Co., fo r  abou t $11.5 m illion .

T h e  A lien  P ro p e r ty  C ustod ian  vested enem y-ow ned A m erican  e n te r 
p r ises  d u r in g  th e  w a r in  w hich  th e  enem y in te re s t w as va lued  a t  some 
$155 m illion . S ince these tra n sa c tio n s involved  no paym en t to  th e  
ow ners, th ey  w ere offset by  a  rece ip ts  e n try  in  th e  G overnm en t u n i 
la te ra l account. A bo u t $93 m illion  o f th e  in te re s t in  these  en te rp rises  
w as G erm an, a no th er  $52 m illio n  w as Jap ane se , a nd  th e  rem aind e r 
w as p r im a rily  I ta lia n . Som e o f th e  m ore im p o rta n t en te rp rises  w hich  
w ere vested w ere A m erican  P o ta sh  & C hem ical C orp., G enera l A n ilin e  

% & F ilm  C orp., H ugo  S tinnes C orp ., A m erican  B osch C orp ., a nd  th e
U n ite d  S ta te s  branches o f th e  Y okoham a Specie B ank , L td . M ost 
o f th e  d ire c t investm ents w ere vested in  1942 a nd  1943. A  num ber 
o f them , p a r tic u la r ly  banks a nd  in su rance  com panies, w ere  liq u id a te d ; 
abou t tw o dozen w ere offered fo r  pub lic sale, a nd  those th a t  could  con 
tr ib u te  to  th e  w ar effort w ere re ta in ed  in  active  opera tion  u n d e r G ov 
e rn m en t contro l. G erm an  an d  Ja p a n e se  e n te rp rises  w ere  expected to  
be used to  m eet a p o rtio n  of th e  re p a ra tio n s  cla im s a g a in s t G erm any

12 S u b s t a n t i a l  a m o u n t s  o f  t h e s e  p u r c h a s e s  w e r e  n o t  r e f le c te d  i n  t h e  r e g u l a r  c a p i t a l  m o v e 
m e n t  s t a t i s t i c s  p u b l i s h e d  m o n t h ly  in  t h e  B u l l e t i n  o f  t h e  T r e a s u r y  D e p a r tm e n t  a n d  t h e  
F e d e r a l  R e s e r v e  B u l l e t i n .  S ee  a p p e n d ix  B , p . 1 89 .

13 T h e  p r o c e e d s  o f  t h i s  l i q u id a t i o n  a n d  o f  t h e  l i q u id a t i o n  o f  o t h e r  a s s e t s  w e r e  p a r t l y  
lo a n e d ,  in  e f fe c t, to  A m e r ic a n  p r o d u c e r s  o f  w a r  m a t e r i a l ,  p a r t i c u l a r l y  m u n i t io n s ,  in  a n  
e f f o r t  to  s p e e d  t h e  m o v e m e n t  o f  p r o d u c t s  to  t h e  U n i t e d  K in g d o m . U l t im a t e ly ,  A m e r ic a n  
p r o d u c e r s  r e p a id  m o s t  o f  t h e s e  a d v a n c e s  b y  f i l l in g  t h e  B r i t i s h  o r d e r s .

14 E x c lu d i n g  t h e  v a lu e  o f  a s s e t s  t h a t  a r e  n o t  c la s s i f ie d  a s  i n t e r n a t i o n a l  i n v e s tm e n t s ,  s u c h  
a s  p e r s o n a l  p r o p e r t y  a n d  r o y a l t y  in c o m e .
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a n d  Ja p a n ,15 un like  th e  experience a f te r  W o rld  W a r I ,  w hen u p  to 
80 pe rcen t o f th e  va lue  o f vested  enem y p rop e rtie s w as p a id  to  th e ir  
fo rm er ow ners.

T he  decline in  the  va lue  o f fo re ign  d ire c t investm ents in  th e  U nited  
S ta te s  is  believed to  have  been la rg e ly  offset by  an  increase  o f about 
$200 m illion , re su lt in g  fro m  the  re ten tio n  o f earn in gs by such com 
panies in  lieu  o f pa ym en t of d iv idends.16

P o r t f o l i o  I n v e s t m e n t s  A l s o  L i q u i d a t e d

F o re ig n e rs  m ade n e t pu rchases o f U n ite d  S ta te s securities in  each 
y e a r  fro m  1921 to  1939 except 1927 a nd  1932. T h e re  w as a m assive in 
flow fro m  1934 to  1939 as E u ro p e a n  fun ds  so ugh t sa fe ty  in  U n ited  
S ta te s  securities. I t  has been p o in ted  o u t17 th a t  th e  ne t inflows were 
sm all by  com parison  w ith  th e  g ross transac tio n s in vo lved ; fo r  in 
s tance, th e  n e t inflow  o f $615 m illion  in  1936 resu lted  fro m  gi-oss t r a n s 
ac tions o f abou t $4,750 m illion . T he  in w ard  m ovem ent w as sh a rp ly  
reversed in  1939 as th e  B ritis h  liqu id a tio n  began an d  con tinued  on a 
la rg e  scale u n til  la te  in  1941.

I n  th e  years 1942 th ro u g h  1944, th e re  w ere n e t fo re ign  purchases 
o f $285 m illion  o f U n ite d  S ta te s securities. F ro m  th e  d a ta  a v ail 
able, i t  ap pe ars th a t  a very  la rg e  p a r t  o f th e  to ta l l’ep resented p u r 
chases o f U n ite d  S ta te s G overnm ent long -te rm  issues fo r  official fo r 
e ign  account. T he  volum e o f tr a d in g  fo r  p riv a te  fo re ig n  account 
w as com p ara tiv e ly  sm all, as w as to  be expected w hen m ost fo re ign - 
ow ned d o lla r  fun ds  w ere u n d e r gov ernm en ta l controls. A  consider 
ab le p a r t  o f th e  C an ad ian  liq u id a tio n  in  1945 resu lted  fro m  sales of 
U n ite d  S ta te s  bonds pu rchased  in  th e  prev ious year. B ritis h  sales 
o f  U n ite d  S ta te s  securities in  1945 am ounted to  $43 m illion  and  were 
ve ry  steady  th ro u g h o u t th e  year. A  m odera te  volum e o f pu rchases 
fo r  B ritis h  account w as reco rded  th ro u g h o u t th e  w ar years— p a r 
t ic u la r ly  in  1940 a nd  1941—b u t, in  view  o f th e  re stric tio ns  by  th e  
B ritis h  G overnm en t on such purchases, i t  ha s been assum ed th a t  the  
pu rchases w ere a c tua lly  fo r  th e  accoun ts o f co n tin en ta l E u ro pean s 
a n d  o thers th ro u g h  B ritis h  security  dealers. T h ey  have, th erefo re , 
been e lim inated  fro m  th e  d a ta  on B ritis h  tra n sa c tio n s  an d  ad ded  to 
th e  transac tio n s of o th e r countries.

T he  figures fo r  transac tio n s in  o u ts tand in g  dom estic securities in 
c lude th e  pu rchase  and  subsequent resale of U n ite d  S ta te s  G overn 
m en t issues w ith  a m a tu r i ty  o f m ore  th a n  1 ye ar  by  th e  m on etary  a u 
th o ritie s  o f fo re ign  countries. F req u en tly , i f  no t u sually , these  se 
cu r ities  w ere w ith in  1 ye ar  o f m a tu ri ty  w hen pu rchased , a nd  m ig h t 
m ore  log ically  have  been inc luded  in  th e  sh o rt- te rm  c ap ita l account. 
I n  each case, th e  fo re ign  coun tries invested  fun ds  in  in te re st-e a rn in g  
securities w h ich  w ould otherw ise  have been he ld  id le in  b an k  balances.

O r d e r l y  L i q u i d a t i o n  o f  B r i t i s h  A s s e t s

A s ind ica ted , th e  liq u id a tio n  of B ritis h  assets in  th e  U n ited  S ta te s 
d u r in g  th e  early  p a r t  o f th e  w a r w as th e  m ost im p o rta n t s ing le  fac to r 
a ffecting  th e  m ovem ent of fo re ign  long-term  c a p ita l in  th e  U n ite d

13 U n d e r  t h e  t e r m s  o f  t h e  P a r i s  A g r e e m e n t  o n  R e p a r a t i o n s  f r o m  G e r m a n y , t h e  U n i te d  
S t a t e s  i s  e n t i t l e d  t o  a l l  G e r m a n  e x t e r n a l  a s s e t s  w i t h i n  t h e  j u r i s d i c t i o n  o f  t h e  U n i te d  S ta t e s ,  
e s t i m a t e d  a t  s o m e  $ 2 0 0  m i l l io n .  S e e  D e p a r tm e n t  o f  S t a t e ,  T h e  D i s t r i b u t i o n  o f  R e p a r a t i o n s  
f r o m  G e r m a n y , P u b l i c a t i o n  N o . 2 5 8 4 , E u r o p e a n  S e r ie s  12.

16 S e e  r e f e r e n c e  to  in c o m e  p a y m e n t s  to  f o r e ig n e r s  o n  d i r e c t - in v e s t m e n ts ,  p . 8 0 . a n d  t o  n o te  
i n  a p p e n d ix  B , p . 1 8 1 , w h ic h  d is c u s s e s  t h e  t r e a t m e n t  o f  r e in v e s t e d  e a r n in g s  in  t h e  b a la n c e  o f  
p a y m e n ts .

17 L a r y ,  H a l  B .,  a n d  a s s o c ia t e s ,  U . S . D e p a r tm e n t  o f  C o m m e rc e . T h e  U n i te d  S t a t e s  in  
t h e  W o r ld  E c o n o m y , W a s h in g to n ,  1 9 4 3 , p . 1 0 7 .
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S ta te s. T he  B ritis h  experience  d u rin g  W o rld  W a r  I  in  ob ta in in g  
do llars  fo r  securities w as unsa tisfac to ry . In d iv id u a l investo rs h ad  
been pe rm itte d  to  m ake la rge-sca le  liq u id a tio ns  o f d o lla r  securities, 
and  consequently  liq u id a ted  a t  low values. D u rin g  th e  recen t w ar, th e  
B ritis h  G overnm en t p lan n ed  carefu lly . A n  a tte m p t w as m ade to  
liqu id a te  a t favo rab le  prices a nd  a t  th e  sam e tim e  p reserve  th e  flow 
o f incom e fro m  oversea investm ents as long  as possible. I n  th e  la t te r  
connection, the  B ritis h  disposed  of th e  bu lk  o f th e ir  ho ld ings o f go ld  
a nd  sh o rt- te rm  balances (these  produced  p ra c tica lly  no incom e) an d  
th en  proceeded to  liq u id a te  th e ir  ho ld ings o f rea d ily  m ark etab le  se 
cu rities , in te n d in g  to  re ta in  th e  m ost pro fitab le  fo r  th e  last.

A s p a r t  o f th is  p rog ra m , th e  B ritis h  G overnm en t ob ta ined  its  na tion - 
*. a ls’ ho ld ing s o f 484 issues o f A m erican  stocks a n d  bonds by issu ing five

vesting  o rders betw een F e b ru a ry  1940 a n d  A p r il  1941. T hese  re p re 
sented  p o rtfo lio  investm ents and , as such, d id  no t involve th e  contro l 
o f th e  issuing com panies. U n d e rw ritin g  synd ica tes a c tin g  fo r  th e  

< B ritis h  T re a su ry  und erto ok  to  sell th e  securities in  N ew Y ork  by  offer 
ing  blocks of lis ted  issues off th e  m arke t, a f te r  th e  close o f reg u la r 
tra d in g  h ours on th e  exchanges. L a rg e  blocks of secu rities  w ere sold 
in  th is  m an n er a t  p re v a ilin g  p rices w ith ou t depressive effects. Som e 
o f th e  securities—blocks sm all enough to  be sold w ith o u t m a te ria lly  
affecting  prices— w ere sold on th e  floor of th e  exchanges. T h is  process 
fa c ilita te d  the  B ritish  sale o f abou t $580 m illion  o f A m erican  securities  
fro m  th e  beg in n ing  o f th e  w a r u n til  th e  end o f J u ly  1941.

A s its  do lla r  assets dw indled , th e  B ritis h  G overnm en t fo und  i t  neces 
sa ry  to  begin  d isposing of some o f its  choice fo re ign  investm ents, 
nam ely , A m erican  com panies contro lled  in  E n g lan d . I n  A p ril 1941, 
th e  A m erican  Viscose C orp., th e  U n ite d  S ta te s  subsid iary  o f C ourt- 
au lds, L td ., w as sold in  th is  coun try  a t  a su bs ta n tia l loss, fo llow ing  
nego tia tion s th a t  lasted  over a m onth . T h e  B ritis h  received abou t 
$55 m illion  fo r  a com pany whose book value  exceeded $100 m illion . 
T o  avoid a sim ila r liq u id a tin g  loss, th e  B row n  & W illiam son  Tobacco 
Co., an  A m erican  sub sid ia ry  o f th e  B ritish -A m erican  Tobacco Co., 
L td ., borrow ed fun ds  fro m  th e  R econstruc tion  F in a n c e  C o rp ora tio n  
a nd  used m ost o f the  proceeds to  pay  off indeb tedness to  i ts  p a re n t and  
also to  pu rchase  its  ow n p re fe rre d  shares an d  securities  o f affiliated 
com panies ow ned by its  p a ren t. I n  th is  fash ion , th e  B ritish -A m e ri 
can  Tobacco Co., L td ., rea lized  $25 m illion  fro m  its  A m erican  sub 
s id ia ry  w ith ou t re linq u ish ing  con tro l over th e  la tte r .

* A ltho ug h  th e  B ritish  G overnm en t w as re lieved  o f the  fu r th e r  neces 
s ity  fo r  h u rr ie d  liq u id a tio n  o f A m erican  assets by th e  passage  of the  
L end-L ease A ct on M arch 11,1941, th e re  w as a  p ressing  need fo r  fund s 
to  m eet com m itm ents m ade p r io r  to  th a t  da te  an d  to  pay  fo r  purchases 
o f supplies in  o th er  countries. C onsequently, i t  so ld several p lan ts  in  
th e  U n ited  S ta te s fo r  $46 m illion  in  A p ril , a nd  the  dem and  fo r  do lla rs  
w as fu r th e r  eased by  a loan  o f $425 m illion  g ra n te d  by th e  R econstruc 
tion  F inance  C o rp ora tio n  in  J u ly  1941. T h e  loan  w as secured by  
abou t $700 m illion  o f B ritish -ow ned  A m erican  securities. T hese  
rep resen ted  a p o rtion  o f th e  vested securities re fe rre d  to  earlie r, an d  
o th e r B ritish -ow ned  A m erican  assets, in c lud ing  stocks of B ritish - 
co n tro lled  com panies in  th e  U n ite d  S ta te s a nd  th e  earn in gs  o f U n ited  
S ta te s branches of B ritish  in surance  com panies.

B y the  end of 1941, th e  B ritis h  p roblem  o f financing  the  pu rchase of 
fo re ign  m a te ria l and  supplies w as la rg e ly  solved. T h e  s itu a tio n  w as
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in  sh a rp  c o n tra s t w ith  th a t  in  w hich th e  B ritis h  fo und  them selves in  
1940 an d  e a rlie r  in  1941, w hen i t  h a d  been necessary to  liq u id a te  assets 
to  p ay  fo r  purchases, to  m ake advance paym en ts on o rders fo r  fu tu re  
delivery , and  to  p rov ide  c ap ita l assistance to  A m erican  p roducers. I n  
J u n e  1941, th e  am ou n t o f ou tsta n d in g  advance paym en ts and cap ita l 
assistance to ta le d  $850 m illion .

O u t l o o k

F o r  th e  n ex t few  years, a t  least, th e  problem  fac in g  th e  res t o f th e  
w orld  w ill be how  to  finance pu rchases fro m  th e  U n ite d  S ta te s  in  
la rg e r  am ounts th a n  we w ill be able a n d /o r  w illin g  to  spend abroad. 
T he  answ er can lie only in  g if ts  or m ovem ents of c ap ita l an d  g o ld ; a 
su bs ta n tia l outflow  o f long -term  cap ita l fro m  th e  U n ite d  S ta te s on an 
econom ically sound basis could be one of th e  p r in c ip a l m eans of b r id g 
in g  a g ap  betw een exports  and  im ports . Some of th e  problem s involved 
in  increas in g  th e  outflow  o f long -te rm  c ap ita l w ill be ou tlin ed  briefly  
in  th e  fo llow ing  p a rag ra p h s .

I n  th e  first p lace, i t  is ex trem ely  un like ly  th a t  th ere  w ill be any  
su b s ta n tia l u n d e rw ritin g  of fo re ign  securities o f th e  ch a ra c te r  w hich  
p rev ailed  in  th e  1920’s. I t  is  p robab le  th a t  th e  A m erican  investm ent 
m ark e t w ould n o t be receptive  to  an y  la rg e  am ounts o f new  fo re ign  
securities, except those o f th e  W o rld  B ank , an d  i t  is qu ite  like ly  th a t  
am ortiza tio ns  of ou tsta n d in g  issues w ill exceed new offerings in  the  
foreseeable fu tu re — exclusive ag ain  o f W orld  B an k  issues.

Som e evidence o f a m od era te  outflow  of d irec t-investm en t cap ita l 
has been a p p a re n t in  th e  po stw a r period , b u t so f a r  ( Ju n e  1947) no t 
on a scale a t  a ll com m ensurate w ith  fo re ig n -ca p ita l requirem ents. 
M oreover, a su bs ta n tia l p o rtio n  o f d irec t-inv estm en t cap ita l is tied  to  
ex ports  o f m achinery  a nd  equipm en t w hich w ould like ly  no t have 
been sh ipp ed  h ad  th e  in vestm en t no t been m ade. T hu s, only th e  local 
expend itu res involved  w ould add  to th e  genera l su pp ly  o f do lla rs  
availab le  fo r  u n re s tr ic te d  use in  th e  U n ite d  S ta tes.

E x cep t fo r  M idd le  E a s t o il p ro jec ts , m ost o f th e  d irec t-investm en t 
c ap ita l w ill p robab ly  be p laced  in  C anad a  a nd  L a tin  A m erica. T he  
p a p e r  a nd  p u lp  in d u s try , pe tro leum , and, possibly, iron -o re  m in in g  in 
C anada , pe tro leum  a nd  iron -o re  developm ent in  S o u th  A m erica, and  
in d u s tr ia l developm ent in  M exico w ould seem to  be th e  m ost likely 
outlets.

A  tre n d  to w ard  m ore  p a r tic ip a tio n  by ind igenous c ap ita l in  d irect- 
investm ent en terp rise  w as streng th ened  d u r in g  a nd  a f te r  th e  w ar. 
L a te  in  1946, fo r  in stance, a rran gem en ts  fo r  jo in t p a r tic ip a tio n  w ere 
fo rm alized  in  the  N e th erlan ds  by th e  o rg an iza tio n  of th e  In s t i tu te  fo r 
N ethe rland s-A m erican  In d u s tr ia l  C ooperation , w h ich  w as fo rm ed  to  
encourage  U n ite d  S ta te s p a rtic ip a tio n  in  D u tch  in d u s try  on a m in o r 
i ty  basis. E a r l ie r  in  th e  year, th e  B. F . G oodrich Co. h a d  p a rtic ip a te d  
to  th e  ex ten t o f ab ou t 23 pe rcen t in  th e  fo rm a tio n  o f a N ethe rlan ds  
com pany to  m an u fa c tu re  tires.

A  th ird  source o f fu n d s  w ould be th e  liq u id a tio n  o f fo re ign  lo n g 
te rm  investm ents in  th is  co un try , estim ated  a t  $9 b illion  a t th e  end  
o f 1945. A ltho ug h  h a lf  of th is  to ta l w as in  rea d ily  m arketab le  securi 
ties , on ly  F ra n c e  and  th e  N e th e rlan d s have  seriously  discussed any  
o rgan ize d  liq u id a tio n  of such hold ings.

I f  th e  g ap  is to  be filled d u r in g  th e  nex t 3 or 4 years and  exports  
m ain ta in ed  a t, say, a level o f $10 b illion  o r m ore (a t  e arly  1947 p r ic e s ) ,
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i t  w ill p robab ly  have  to  be th ro u g h  th e  d irec t a id  o f th e  U n ite d  S ta tes  
G overnm en t o r th ro u g h  loans by  th e  W o rld  B ank , w hich w ou ld  have  
th e  p a r tia l  back ing  o f th e  U n ite d  S ta te s G overnm ent. I f  t h a t  in s ti tu 
t io n  is able to  m a rk e t su bs tan tia l q u an tities  o f securities in  th e  A m eri 
can  m ark et, i t  could  conceivably loan  a b illion  do lla rs  o r m ore  a year 
fo r  th e  ne x t several years. P re se n tly  availab le G overnm en t loan  funds, 
how ever, w ill p ro bab ly  be exhausted  by  m id-1948, i f  d raw in gs  continue  
a t  th e  ra te  o f the  first few  m on ths o f 1947.

S h o r t -T e r m  C a p ita l  a n d  G o l d 18

F ro m  1934 th ro u g h  1941, th e re  w as a cons tan t gold  flow to  the  
U n ited  S ta te s o f m assive p ro po rtion s. F o r  th e  first 4 years o f th e  
period  th e re  w as an  inflow  o f  $5.3 b illion , w h ich  s ta r te d  w ith  th e  de 
v a lua tion  o f th e  do lla r  a t  th e  end  o f J a n u a ry  1934 a nd  th e re a f te r  was 
caused by, a nd  served  to  finance, a c ap ita l inflow  o f s im ila r  p rop o rtion s 
(see c h a r t 1, page  2 ) . A s is  w ell know n, th is  flow to  th e  U n ite d  
S ta te s rep resen ted  a flig h t fro m  uns tab le  cond itions ab road  ra th e r  
th a n  th e  re su lt o f  a ba lance-of-paym en ts d isequ ilib rium  as such.

B eg in n ing  w ith  1938, how ever, U n ite d  S ta te s ex po rt su rp luses w ere 
an  increa sin g ly  im p o rta n t fa c to r  in  th e  gold  inflow, a lth o u g h  c ap ita l 
fligh ts  rem ained  th e  d om in an t fa c to r  fro m  th e  la t te r  h a lf  o f 1938 u n til 
la te  in  1939. F ro m  1940 u n t i l  lend-lease  becam e effective in  1941, th e  
go ld  w as used p r im a rily  fo r  se tt lin g  th e  U n ite d  S ta te s  ex po rt su rp lus, 
a lth o u g h  th e re  w as considerable a d d itio n a l c ap ita l inflow. W ith  the  
U nited S ta te s  e n try  in to  th e  w ar, a la rg e  a nd  g row ing  cash deficit in  
ou r ba lance of paym en ts led to  a com bined outflow  o f go ld  a nd  inflow 
o f sh o rt- te rm  cap ita l o f  abou t $6.2 b illion  in  th e  4 years ended in  1945. 
T he  n e t increase  in  fo re ign  d o lla r  balances p lus go ld  pu rchased  from  
the U n ited  S ta te s in  th e  e n tire  1940-45 period  am ounted to  $2.5 b illion  
(see tab le  23).

T h e  m ost s ignificant aspect o f th e  m ovem ent o f gold  a nd  do llar  
fund s, how ever, w as no t so m uch th e  agg reg ate  increase o f fo re ign  
go ld  a n d  d o lla r  ho ld ings involved  as th e  re d is trib u tio n  o f these  re 
serves th a t  took p lace am ong fo re ign  countries.

F o r e i g n  R e s e r v e s  L i q u i d a t e d  E a r l y  i n  W a r

T h e  trem endous in flux  o f gold  to  th e  U n ite d  S ta te s reached  a peak 
o f $4,095 m illion  in  1940 ( tab le  23) a nd  continued  on a la rg e  scale 
u n til M ay 1941. M ost o f  tire inflow  w as fro m  th e  s te r lin g  area , con 
t in e n ta l E u ro pe , an d  C anada , and  served  to  finance th e  pu rcha se  of 
th e  huge  am ounts o f goods req u ired  from  th e  U n ite d  S ta te s  to  carry  
on th e  w ar a g a in s t th e  A xis.

N o t a ll  o f  th e  d o lla r  proceeds o f go ld  sales in  1940 in tend ed  fo r  com 
m od ity  pu rchases could be u tilized  a t  once fo r  exports , because goods 
w ere  n o t available . A s a resu lt, fo re ign  d o lla r  ba lances increased  by 
$1,353 m illion  in  1940. A  la rg e  p a r t  o f  th is  increase in  fo re ign  claim s 
on  th e  U n ite d  S ta tes  took  th e  fo rm  o f advance paym en ts by G rea t 
B r ita in  to  U n ite d  S ta te s p ro ducers to  stim u la te  p ro d u ctio n  o f w ar 
goods. B r i t is h  do lla r  fu n d s  w ere derive d  n o t only from  th e  sa le  of 
gold b u t also fro m  a d ra s tic  liq u id a tio n  o f lo ng -term  investm en ts in  
th e  U n ite d  S ta te s (see p. 100).

18 P r e p a r e d  b y  S a m u e l  P iz e r .



T h e  flig h t o f c ap ita l fro m  n e u tra l E u ro p e  con tinued  on a la rg e  scale 
in  1940. G old reserves o f those  coun tries w ere m uch reduced  by  th e  
end  o f th e  year, b u t  in  the  rem ain d e r o f th e  w a r pe rio d  th e  E urop ean  
n e u tra ls  w ere able to  pu rcha se  abou t a b illion  do lla rs  in  go ld fro m  th e  
U n ite d  S ta tes. A  la rg e  p a r t  o f  th e  p r iv a te  d o lla r  balances accum ula ted  
e a rlie r  en tered  official accounts a nd  w ere converted  to  go ld  and , in  
ad d itio n , su bs ta n tia l rece ip ts  accrued  d u r in g  th e  w ar. T he  op e ra 
tio ns  o f F o re ign  F u n d s  C on tro l, w hich  p a r tia lly  froze th e  balances o f 
E u ro p e a n  n e u tra ls  a f te r  th e  m idd le  o f  1941, tended  to  m inim ize  w ith 
d ra w a ls  fro m  accounts o f these coun tries (see a p p end ix  C ,p .  223).

T he  decline  in  fo re ig n  go ld  an d  do lla r  reserves continued  th ro u g h  
1941, desp ite  th e  re lie f  a fforded B r i ta in  by  lend-lease  a nd  th e  R econ 
s tru c tio n  F in anc e  C orpo ra tion  loan. C ontinued paym en ts on pre- 
lend-lease  p rocu rem en t con trac ts  cost th e  s te r lin g  are a  $720 m illion  
(ne t) in  do lla rs  an d  gold d u rin g  th e  year, and  C an a d a ’s d o lla r  deficit 
also continued  la rge .

Tabl e 23.— C h a n g e s  i n  f o r e i g n  g o l d  h o l d i n g s  a n d  s h o r t - t e r m  d o l l a r  c l a i m s  t h r o u g h  

t r a n s a c t i o n s  w i t h  t h e  U n i t e d  S t a t e s ,  6y  s p e c i f i e d  a r e a s ,  1 9 4 0 - 4 5 1

[In  m illions of dollars; n e t  increase ( + )  o r decrease (—)]

A rea  a n d  ty p e  o f asse t 1940-45 1940 1941 1942 1943 1944 1945

A ll a reas, to ta l -------------------- + 2 , 473 -2 ,7 4 2 -9 7 1 +297 + 1 ,95 8 + 1 ,81 4 + 2 ,117

G o l d , . . . ...................... ........ - 2 ,0 4 7 -4 ,0 9 5 -5 7 1 + 115 + 736 + 1 ,305 + 463
S h o rt-te rm  c la im s____ . . . + 4 , 520 + 1 ,353 -4 0 0 + 182 + 1 , 222 + 509 + 1 ,65 4

S te rling  area , to ta l____ _____ -1 ,5 5 1 -1 ,5 1 4 -7 2 0 -1 8 9 + 430 + 567 -1 2 5

G o ld ....... ........... . ................ -1 ,8 8 9 -2 ,0 5 3 -5 5 1 - 1 2 + 50 + 672 + 5
S h o rt -te rm  c la im s..... .......... + 338 + 539 -1 6 9 -1 7 7 + 380 -1 0 5 -1 3 0

C a n a d a , to ta l .............. . ............. + 314 -3 5 1 -2 7 2 - 4 7 + 300 + 125 + 559

G o ld ____________ _____ -9 3 7 -4 9 7 -2 0 5 -1 8 1 - 7 - 5 - 4 2
S h o rt -te rm  c la im s________ + 1 ,251 + 146 - 6 7 + 134 + 307 + 130 +601

A m erica n  R ep u b lic s, to ta l . . . + 2 , 410 - 1 6 + 1 2 + 360 + 737 + 684 +633

G old ................... . ................ + 1 ,46 4 -1 2 2 + 1 9 + 109 + 579 + 406 + 473
S h o rt-te rm  c la im s ....... ........ +946 + 106 - 7 +251 + 158 + 278 + 160

O th er , t o ta l . ........................ ...... + 1 ,30 0 -8 6 1 + 9 + 173 +491 + 438 + 1 ,05 0

G old ................. ................... -6 8 5 -1 ,4 2 3 + 166 + 199 + 114 + 232 + 27
S h o rt-te rm  c laim s 2............. + 1 , 985 + 562 -1 5 7 - 2 6 + 377 + 206 + 1 ,02 3

1 I te m s  in c lud ed  are  go ld , sh o rt- te rm  c laim s on U n ite d  S ta te s  b a n k s  a n d  b rok ers, U n ite d  K in gdo m  
a d v an ce  p a y m e n ts , U . S. G o v e rn m e n t sh o rt- te rm  secu rities , U nite d  S ta te s  cu rren cy , an d  o th e r sho rt- te rm  
c la im s on th e  U . S. G o v e rn m e n t; changes in  U n ite d  S ta tes  c la im s on  foreigners are exc lude d . F o r an  
e x p la n a tio n  of th e  d ifferences be tw een  d a ta  on gold in th is  ta b le  a n d  in  ta b le  1, see a p p en d ix  B , p . 191.

2 In c lud es  increase  in  s h o rt- te rm  d o llar  c la im s of in te rn a tio n a l in s t i tu tio n s  am o u n tin g  to  $10 m illio n  in 
1944 a n d  $16 m illion  in  1945.

U n i t e d  S t a t e s  W a r  E x p e n d i t u r e s  I n c r e a s e  F o r e i g n  B a l a n c e s

B eg in n ing  la te  in  1941 a nd  ex te nd ing  th ro u g h  m ost of 1945, th ere  
w as a rem arkab le  increase in  fo re ign  gold  an d  sh o rt- te rm  do lla r  ho ld 
ings. T h e  to ta l increase in  such fo re ign  assets th ro u g h  transac tio n s 
w ith  th e  U n ite d  S ta te s  over th e  4-year period  ended D ecem ber 31, 
1945, w as $6,185 m illion , o f w hich  $2,620 m illion  w as in  gold, $1,155 
m illion  in  sh o rt-te rm  bank in g  fund s an d  m iscellaneous claim s, $1,655 
m illion  in  U n ite d  S ta te s G overnm en t sh o rt- te rm  securities, a nd  $755 
m illion  in  o th er  sh o rt-te rm  claim s on th e  U n ite d  S ta te s G overnm ent
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(tab le  24 ). A  la rg e  p a r t  o f th e  go ld  pu rch ased  in  th e  U n ite d  S ta tes  
w as re ta in ed  here  in  th e  fo rm  o f e arm arked  gold , w hich to ta le d  $4,294 
m illion  by th e  end  o f 1945 (ta b le  25).

T here  w ere few  countries w hich  d id  n o t add  to  th e ir  gold  and  dol 
la r  resources a f te r  1941. Tire la rg es t ga ins w ere m ade by th e  A m erican  
R epublics, w hich, as a  w hole, increased th e ir  do lla r  reserves a n d  p u r 
chased gold  fro m  th e  U n ite d  S ta te s  to  th e  ex ten t o f $2,400 m illion. 
T he  g ro up  o f coun tries covered in  th e  “o th e r” ca teg o ry  also added 
a very  la rg e  am oun t—$2,150 m illion— to  th e ir  gold  a nd  d o lla r  claim s 
th ro u g h  transac tio n s w ith  th e  U n ite d  S ta te s, w ith  E u ro p e a n  n eu tra ls  
accoun ting fo r  a la rge  p a r t  o f th is  to ta l.

I n  th e  1942-45 period , C an ad ian  go ld  a nd  do lla r  fu n d s  increased 
by  abou t $935 m illion  an d  w ere he ld  in  th e  U n ite d  S ta te s  p r im a rily  in  
th e  fo rm  o f U n ite d  S ta te s  G overnm ent sh o rt- te rm  securities. S te r 
lin g -area  reserves w ere also b u ilt up  to  th e  e x ten t o f $684 m illion , 
w hich w as m ore o r less em bodied in  th e  ex po rt o f abou t $695 m illion  
o f gold fro m  th e  U n ite d  S ta te s to  th e  U n ite d  K ingdom  in  1944.

F o re ig n  d o lla r  claim s a ris in g  from  U n ite d  S ta te s G overnm en t ex 
p end itu re s overseas took several form s. I n  th e  case o f th e  P h il ip p in e s , 1 2

Tabl e 2 4 . — S h o r t - t e r m  c a p i t a l  t r a n s a c t i o n s  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  f o r e i g n

c o u n t r i e s ,  1 9 4 0 - 4 5

{In m illions of dollars; in flow  ( + )  o r ou tflow  (—)]

I te m 1940-45 1940 1941 1942 1943 1944 1945

N e t  s h o rt- te rm  ca p ita l m o ve 
m e n t . ................. ............. ........

N e t  m o v e m e n t of U n ite d  S ta te s  
sh o rt- te rm  c a p ita l a b ro a d ........... .

P r iv a te ................ ............. . ...........
U n ite d  S ta tes  G o v e rn m e n t—.......

N e t  m o v e m e n t of foreign sh o rt- te rm  
ca p ita l in  th e  U n ite d  S t a t e s . . . .......

P r i v a t e . . ................. ......... ........ .
B a n k in g  a n d  b rokerage  b a l 

ance s ....................................
H o ld ings  of U n ite d  S ta tes
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+ 176 .9 + 2 1 .4
- 1 0 .0
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+ 1 ,895 .7

+ 1 , 520.9

+356. 5

+ 1 8 .3  
+ 2 ,625 .0

+ 1,363 . 8

+708. 7

+ 3 8 .3

+ 616 .8  
- 1 0 .5

-6 2 2 . 5

-4 8 3 .6

+ 3 4 .2

-1 7 3 .1  
+222. 5

-2 4 5 . 6

+ 5 6 .3

+ 7 0 .6

-3 7 2 .5  
+427. 9

+ 624 .5

+ 615 .4

+ 5 8 .6

- 4 9 .5  
+597. 7

+247. 2

+ 167 .0

+ 8 3 .6

- 3 . 4  
+262. 0

+ 528 .3  

+ 457 .1  

+ 7 1 .2

+ 1 ,1 2 5 .4

Tabl e 25.— G o l d  h e l d  i n  t h e  U n i t e d  S t a t e s  f o r  f o r e i g n  a c c o u n t , b y  s p e c i f i e d  

c o u n t r i e s  a n d  a r e a s  a t  y e a r  e n d s ,  1 9 3 9 - 4 5 1 

[In  m illions  of dollars

C o u n try  o r a rea 1939 1940 1941 1942 1943 1944 1945

1,183 1,832 2,242 2,674 3,477 3,937 4, 294

20 52 39 48

ÏÏ2 154 251 440 1,078
13

1, 290 
13

1,736 
1311 27 13 13

793 1,177 1,141 
613

1,131, 
879

1,127 
945

1,169
1,087

339

849
211 352 1,225
36 122 224 211 262 423

1 P a r t ly  e s tim ate d ; w ith  m in o r exceptions d a ta  re p res en t gold h e ld  u n d e r  ea rm a rk  for fo re ign ac cou n t.
2 In c lud es  a ll cou n trie s occup ied  b y  G erm an y  p rio r to  J u n e  6, 1944.
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d o lla r  deposits w ith  th e  U n ite d  S ta tes T re a su ry  fo r  th e  account o f th a t  
co un try  increased  by $300 m illion  in  1944-45. I n  o th er  countries, such 
as C h ina , F ran ce , B elg ium , o r I ta ly , w here  ou r troo p s w ere active ly  
engaged, local cu rrencies w ere advanced fo r  th e ir  use, c rea tin g  a c laim  
on th e  U n ite d  S ta te s G overnm en t (see a p p end ix  B , p . 191). T he  
claim s a ris in g  ou t o f these arrang em en ts w ere inc luded  in  th e  balance 
o f paym en ts, b u t d id  no t a p p e a r  in  th e  sta tis tic s  on U n ite d  S ta te s 
sh o rt- te rm  liab ilitie s  to  fo re igners, reg u la rly  pub lished  by  th e  T re a s 
u ry  D ep ar tm en t, u n t i l  such tim e  as th ey  w ere converted  in to  bank  
ba lances by th e  issuance o f do lla r checks.

W ith  th e  end  o f th e  w ar a nd  th e  te rm in a tio n  o f lend-lease, th e  cond i 
tions w hich  h ad  augm en ted  th e  go ld  a nd  do lla r  resources o f fo re ign  
coun tries w ere soon rem oved. A lthou gh  a to ta l o f abou t $2,150 m il 
lion  w as ad ded  to  fo re ign  gold ho ld in gs (fro m  U n ite d  S ta te s stocks) 
an d  do lla r  claim s in  1945— a reco rd  w h ich  w ill p robab ly  s tan d  fo r  some 
tim e to  come—very  heavy losses w ere suffered by F ran ce , th e  U n ite d  
K ingdom , a nd  o th er  na tions , w hich h a d  to  m ake cash paym en ts fo r  
a la rg e  p a r t  o f  th e  goods th ey  required . U n ite d  K in gd om  do lla r  b a l 
ances w ere d ra w n  dow n by some $165 m illion  fro m  A u gu st 1945 to  
th e  end o f th e  year, desp ite  lend-lease cred its  a nd  continued  oversea 
expend itu res by  th e  U n ite d  S ta te s G overnm ent, w hile F ra n c e ’s loss 
o f go ld  and  do llars  to  th e  U n ite d  S ta te s in  th e  sam e 5-m on th  pe rio d  w as 
over $200 m illion . T he  need fo r  la rge-sca le  financing  d u r in g  th e  
tra n s itio n  pe rio d  w as em phasized as B ritis h  d o lla r  ba lances d ropp ed  
to  $335 m illion  in  Ju n e  1946 a nd  F re n c h  ba lances fe ll to  $250 m illion  in  
A ugu st.

D u rin g  1945 la rg e  im p o rt su rp luses fro m  C an ad a  a nd  th e  A m erican  
R epublics expanded  th e  reserves o f those  countries. T h e  continued  
expend itu res o f U n ite d  S ta te s troo ps  overseas an d , in  th e  case of 
C h ina , th e  u tiliza tio n  of $225 m illion  o f th e  specia l a id  p rov ided  early  
in  th e  w ar also p ro v ided  su bs ta n tia l ad d itions to  fo re ig n  reserves.

C u rre n c y  a n d  C oin

T he n e t expo rt of U n ite d  S ta te s  cu rrency  an d  coin from  th e  U n ite d  
S ta tes w as a considerable fa c to r  in  th e  increase  in  fo re ig n  d o lla r  assets 
discussed above, am oun ting , so f a r  as i t  can  be m easured , to  abou t 
$355 m illion  in  th e  6-year period . T h e  n e t outflow  w as reduced  from  
abou t $131 m illion  in  1939 to $34 m illion  in  1941 as fo re ig n  tra v e l and  
personal rem ittances declined. A f te r  1941 ex ports  o f cu rrency  and  
coin  expanded  to  a m axim um  o f abou t $80 m illion  in  1944, follow ed 
by a decline to  $70 m illion  in  1945, a lth ou gh  th e re  w ere  res tr ic tio ns  
im posed by  th e  T rea su ry  D e p a rtm e n t on th e  m ovem ent o f U n ite d  
S ta te s  cu rrency (see ap pe nd ix  C, p . 223, F o re ig n  F u n d s  C on tro l). 
M uch o f th e  cu rrency  exported  w en t to  C uba, w here th e  d o lla r  c ir 
cula tes free ly  w ith  th e  peso. Because o f th e  w artim e sh o rtages of 
cu rrency  in  C uba, th e  U n ited  S ta te s G overnm ent, w hich pu rch ased  th e  
C uban  su g a r crop, began in  1942 to  supp ly  U n ite d  S ta te s p a p e r  c u r 
rency  to  fa c il ita te  th is  transac tio n .19 I n  ad d itio n , sm all sh ipm en ts o f 
cu rrency  w ere m ade to  H a it i  and  H o n d u ras  to  a llev ia te  cu rrency sh o rt 
ages in  those  countries. A n o th e r la rg e  outflow  o f U n ite d  S ta te s c u r 
rency  resu lted  fro m  paym en t in  U n ite d  S ta te s do lla rs  to  A m erican  
tro op s in  C h ina  an d  elsewhere.

39 A b o u t  ,$255  m i l l io n  o f  U n i t e d  S t a t e s  c u r r e n c y  w a s  in  C u b a n  b a n k s  a n d  i n  t h e  h a n d s  
o f  t h e  p u b lic  o n  D e c e m b e r  3 1 , 1 9 4 5 , a c c o r d in g  to  t h e  C u b a n  T r e a s u r y .



U n i t e d  S t a t e s  S h o r t - T e r m  C a p i t a l  A b r o a d

U n ite d  S ta te s  p r iv a te  sh o rt- te rm  c ap ita l w as w ith d raw n  fro m  
ab road  in  every  y ear  from  1931 to 1943; fro m  1940 th ro u g h  1945 th e re  
w as a n e t inflow to  th e  U n ite d  S ta te s  o f $112 m illion . T h e  inflow 
took p lace p r im a rily  in  1940, as th e  enem y occupied m ost o f E u ro pe , 
an d  in  1942, w hen ou r e n try  in to  th e  w ar fu r th e r  c u rta ile d  p r iv a te  ex 
p o r ts  an d  th e ir  financing . B eg inn in g  in  th e  la t te r  p a r t  o f  1943, th e  
tre n d  w as reversed and  th ere  follow ed an  outflow  o f p riv a te  U n ite d  
S ta te s sh o rt- te rm  cap ita l.

A f te r  O ctober 1945, an  accelerated  outflow  w as a p p a re n tly  re la ted  
to  an  in creasing  volum e o f cash expo rts  to  a ll a reas a nd  th e  im proved 

w outlook fo r  th e  re sum p tio n  o f peacetim e p rodu ction  th ro u g h o u t th e
w orld . B y  th e  end  o f 1945, sh o rt- te rm  claim s on fo re igne rs am ounted  
to  $393 m illion , b u t th is  w as a very  m od era te  level o f sho rt- te rm  
c re d it by  com parison  w ith  fro m  $800 m illio n  to  m ore  th a n  $1 b illion  

• - ou tsta n d in g  d u rin g  th e  early  1930’s, w hen th e  U n ite d  S ta te s  ex p o rt
to ta l w as ve ry .m u ch  low er. O f course, th e  la rg e  volum e o f U n ite d  
S ta te s sh o rt- te rm  cap ita l s till  ab road  in  th e  1930’s w as la rg e ly  th e  
re su lt o f  fo re ign  exchange  contro ls  w h ich  p reven ted  w ith d raw al. 
W hile  su bs ta n tia l am ounts o f cla im s payab le  in  fo re ig n  cu rrencies 
w ere ou tsta n d in g  in  p re w ar years , th e  only fo re ig n  cu rrency  balances 
he ld  in  1945, w ith  m inor exceptions, w ere in  C anada  a nd  th e  s te r lin g  
area , reflecting  th e  increased  d isposition  to  finance A m erican  exports  
only on do lla r  te rm s . I n  1946, th e  outflow  o f U n ite d  S ta te s sh o rt 
te rm  c re d it w as f u r th e r  accelerated , a n d  by  th e  end  o f M arch  1947 
th e  am oun t o u ts ta n d in g  w as a p p roa ch in g  th e  levels o f th e  early  
1930’s.

B eg in n in g  in  1942, th e  U n ite d  S ta te s  G overnm ent accum ulated  
sh o rt- te rm  cla im s on fo re igne rs th ro u g h  advance paym en ts to  variou s 
su pp liers  o f s tra teg ic  and  c ritic a l w a r m ateria ls , and  also th ro u g h  the  
acqu isition  o f fo re ign  currencies. F o r  th e  e n tire  6-year pe riod , th e  
U n ite d  S ta te s  G overnm en t accum ula ted  sh o rt- te rm  assets ab ro ad  to 
th e  n e t ex ten t o f abou t $500 m illion . A dvance  paym en ts o f about 
$200 m illion  o u ts ta n d in g  in  1912 h a d  been a lm ost en tire ly  re p a id  by 
th e  end  o f 1945. I n  1944 and  1945 la rg e  am oun ts o f fo re ign  cu rrencies 
w ere accum ulated  in  E u ro p e  a nd  elsew here in  connection w ith  the  
opera tion s o f o u r a rm ed  forces.

f  ■ W a r t i m e  C h a n g e s  i n  F o r e i g n  R e s e r v e s

T ab le  26 ind ica tes ro u g h ly  th e  red is tr ib u tio n  o f gold and  do lla r  
reserves w h ich  cam e abou t d u r in g  th e  w a r years, p r im a rily  th ro u g h  
tra n sa c tio n s w ith  th e  U n ite d  S ta te s  a nd  new  go ld  p rodu ction . I t  is 
estim ated  th a t  a t  th e  end o f 1939 th e  go ld  stock o f fo re ign  coun tries 
am oun ted  to  abou t $12.5 b illio n , and  th a t  o f th e  U n ite d  S ta te s to  
$17.8 b illion . I n  th e  6 years of w a r th a t  follow ed, th e re  w ere n e t sales 
o f go ld  to  th e  U n ite d  S ta te s  o f abou t $2 b illion .

T h e  g rea te st loss o f gold  w as suffered by  th e  U n ite d  K ingdom , 
F ran c e , a nd  C anada, w hile th e  E u ro p e a n  n e u tra ls  a nd  some L a tin - 
A m erican  coun tries w ere able to  accum ulate la rg e  reserves. H ow ever, 
th is  loss o f gold, m ost o f Avhich occu rred  early  in  th e  w a r, w as m ore 
th a n  offset by  p rodu ction  of new  gold, w hich to ta le d  ab ou t $6.4 b illion  
fro m  1940^45, in c lud in g  p rod u ctio n  w hich en te red  p riv a te  stocks esti-
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m ated  a t  some $850 m illion . T h e  n e t effect o f these  ga ins an d  losses of 
go ld  w as to  b r in g  th e  rep o rted  go ld  reserves of fo re ign  countries up  
to  abou t $16 b illio n  by  th e  end o f 1945. T h us , a t  th e  end o f th e  w a r 
period  w orld  go ld  reserves am ounted  to abou t $36 b illio n ; $16 b illion  
o f th e  to ta l w as h e ld  ab ro ad  a nd  $20 b illion  in  th e  U n ite d  S ta tes.

Tabl e 26.— G o l d  a n d  s h o r t - t e r m  d o l l a r  a s s e t s  o f  f o r e i g n  c o u n t r i e s  a t  y e a r - e n d s ,
1 9 3 9  a n d  1 9 1 , 5 1

[In  m il lio ns  of dolla rs]

A rea

G old  2 D o lla r a s s e ts 3 T o ta l

1939 1945 1939 1945 1939 1945

12,500 16,000 3,270 7,791 15, 770 23, 791

2,225 
214 
730 

9,331

3,476 
388 

2,717 
9,419

. 526 
278 
340 

2,126

864
1,529
1,286
4,112

2, 751 
492 

1,070 
11,457

4,340 
1,917 
4,003 

13,531

i In c lu d e s  b o th  p r iv a te  a n d  official ho ld ings  exc ep t th a t  a n  es tim a te d  $850 m illio n  of gold  w h ich  e n te re d  
p r iv a te  stoc ks  is e lim in ated .

2. In c lu d e s  a l l gold  a t  h om e a n d  a b ro a d  exc ep t for th e  a d d itio n  to  p r iv a te  stock s n o te d  ab o ve . T h e  to ta l  
gold  ho ld ings a t  th e  e n d  o f 1945 w ere  e s tim a te d  in  th e  A n n u al R e p o rt , B o a rd  of G ove rnors  of th e  F e d era l 
R ese rve  S ys te m , 1945, p . 29. T h e  to ta l for 1939 w as b as ed  on  th e  e s tim a te  for 1941 g iven  in  th e  sam e source 
a fte r ad ju s tm e n t for p ro d u c tio n  a n d  tr an sa c tio n s  in  1940 a n d  1941. T h e  area  d is t r ib u tio n  w as  e s tim a te d  as 
follow s:

S te rling  area —b as ed  on  to ta ls  for th e  e n d  of 1941 as  p u b lish e d  in  th e  F ed e ra l R eserve  B u lle tin  (end  of 
S ep te m be r figu re for th e  U n ite d  K in g d o m ), w ith  a d ju s tm e n ts  for p ro d u ctio n  a n d  tra n sa c tio n s  carr ied  back  
to 1939 a n d  fo rw ard  to 1945.

C a n a d a —e n d  of 1939 to ta l  as  p u b lish e d  in  th e  F ed era l R eserve  B u lle tin ; e n d  of 1945 to ta l  as  p u b lish e d  in  
th e  A n n u a l R e p o r t,  F o re ign  E xc ha ng e C on tro l B oard , 1946.,

A m erica n  R epu b lics—en d  of 1939 as  p u b lish e d  in  F ed era l R eserve  B u lle tin ; e n d  of 1945 ba sed  on  1939 
to ta ls  a d ju s te d  for t ra n sa c tio n s  a n d  p rod uct io n .

O th er—th e to ta l  for th is  g roup  is a  re sidual.
I t  sh o u ld  be  n o te d  th a t  th e re  w ere tran sfers  b e tw e en  th e  var io u s area s w h ich  cou ld  n o t  b e  e s tim a te d  a n d  
w h ich  m a y  affec t th e  area  d is tr ib u tio n  to  som e e x te n t .

3 D o lla r as se ts  a t  e n d  of 1939 in c lud e  on ly  b a n k in g  a n d  b roke rage  b a la nce s in th e  U n ite d  S ta te s ; th e  to ta l 
a t  th e  e n d  of 1945 inc lude s b an k in g  a n d  b rok erage  ba lanc es to ta lin g  $6,987 m il lio n  a n d  U n ite d  S ta te s  c u r 
re nc y , ad v a n c e  p a y m e n ts , a n d  c la im s on  th e  U . S. G o v e rn m e n t ac q u ired  th ro u g h  tra n sa c tio n s  w ith  th e  
U n ite d  S ta te s , 1940-45. I t  is e s tim a te d  on  th e  b asis  of th e  T re a su ry ’s C en sus of F o re ign -O w ned  A sse ts  in 
th e  U n ite d  S ta te s  th a t  th e re  are  ro u g h ly  $500 m illion  of fo re ign sh o rt- te rm  do llar  asse ts  n o t  in c lud ed  in 
th is  ta b le , a l th o u g h  a n  e s tim a te  fo r th ese  i te m s  is  in c lu d e d  in  th e  s ta te m e n t  of th e  in te rn a tio n a l in v e s tm e n t 
p o s itio n  o f th e  U n ite d  S ta te s  (ta b le  27).

T he sh o rt- te rm  do lla r  fun ds  o f fo re ign  countries increased by  $4.5 
b illion  d u r in g  1940-45 (see tab le  23 ), w ith  th e  A m erican  R epublics, 
C anada , a nd  coun tries w here  o u r troo ps  w ere loca ted as th e  p rin c ip a l 
beneficiaries. T h e  to ta l o f $7.8 b illion  he ld  by fo re ign ers  a t  th e  end 
o f 1945 included $6.9 b illion  o f b a n k ing  balances,20 about $100 m illion  
o f b rokerage  balances, an d  some $800 m illion  in  th e  fo rm  o f U n ite d  
S ta te s cu rrency  an d  claim s on th e  U n ite d  S ta te s G overnm ent w hich 
a re  n o t o rd in a rily  inc luded  in  pub lished  d a ta  on U n ite d  S ta tes  sh o rt 
te rm  liab ilitie s  to  fo re igne rs as rep o rted  by  banks a nd  brokers. O f 
th e  to ta l, abou t $4.2 b illio n  w as in  official bank in g  balances.

A lth o u g h  th e re  w as a n e t increase  of about $8 b illion  in  fo re ign  gold  
a nd  d o lla r  ho ld ings d u r in g  th e  1940-45 period, th e re  w as a w ide d i f 
ference  in  th e  experience o f in d iv id ua l countries. T he  losses suffered 
in  1940 a n d  1941 by th e  U n ite d  K ingdom , F ran c e , and  th e  N e th e r 
la n d s follow ed e a rlie r  la rg e  flows to  th e  U n ite d  S ta te s a nd  reduced 
th e ir  reserves to  ex trem ely  low levels. F ran c e  he ld  abou t $5 b illion  
in  go ld  in  1934, b u t th is  w as reduced to  abou t $2 b illio n  a t  th e  end  
o f 1941; U n ite d  K ingdom  go ld  reserves o f abou t $4.2 b illion  early  in  
1938 w ere neg lig ib le by la te  1941; N e the rland s gold ho ld ings of about

“ I n c l u d in g  U . S . G o v e r n m e n t  s h o r t - t e r m  s e c u r i t i e s .
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$1 b illio n  in  1938 w ere reduced  to  $575 m illion  a t th e  end  o f 1941 and 
continued  to  decline th ro u g h o u t th e  w ar.

A fte r  1941, as m entioned  e ar lie r , m ost countries w ere able to  add  
to  th e ir  reserves o f gold  and  dollars. T h e  sh arp est re la tiv e  increase 
w as reg istered  by C an ad ian  reserves, w hich rose fro m  3 percen t of 
th e  1939 to ta l show n in  ta b le  26 to  8 pe rcen t o f th e  1945 to ta l. A g 
g reg ate  reserves o f th e  A m erican  R epublics expanded  n e a rly  as sw iftly , 
fro m  7 to  17 pe rcen t o f th e  to ta l—m ore  th a n  recoup ing  losses o f th e  
1930’s a nd  reach ing  a sh are  in  th e  to ta l n ear ly  equal to  th a t  of the  
s te r lin g  area . A rg e n tin a  a nd  B ra z il  m ade th e  la rg es t ga in s am ong 
th e  A m erican  R epu b lics ; A rg e n tin a  increased  its  to ta l fo re ig n  ex 
change  a n d  go ld  ho ld ing s by  $1.1 b illion  in  th e  1940-45 pe riod , w hile 
B ra z il  added  $475 m illion  o f go ld  an d  do llars  to  its  reserves in  th e  
w a r period . T he  s te r lin g  are a  h ad  abou t reg ain ed  its  1939 position , 
by  th e  end  o f 1945, by  v irtu e  o f th e  gold  p rod u ctio n  o f S o u th  A frica . 
T he  a nn ua l p rodu ction  o f th is  a rea  av eraged  abou t $500 m illion  from  
1940 to  1945 an d  th e  go ld  reserve of th e  U nion  o f S o u th  A fric a  in 
creased fro m  $249 m illion  to  $914 m illion . T he  share  o f th e  coun tries 
g roup ed  u n d e r “ O th e r” d ropp ed  to  58 pe rcen t o f th e  to ta l as th e  
ga in s of th e  E u ro p e a n  neu tra ls , p r in c ip a lly  S w itzerlan d , w ere m ore 
th a n  offset by  th e  losses o f F ra n c e  a nd  th e  N etherlands.

A lth o u g h  fo re ign  go ld  a nd  d o lla r  ho ld ing s increased  in  th e  agg re 
g a te  d u r in g  th e  w a r years, th e re  w ere re la tiv e ly  few  coun tries a t  th e  
end  o f 1945 w ith  sufficient reserves to  view  th e ir  needs fro m  th e  U n ited  
S ta te s  w ith o u t some apprehension . M any n a tio n s  h a d  b u ilt  up  re 
serves d u rin g  th e  pe rio d  w hen goods w ere n o t ob ta inab le  in  th e  U n ited  
S ta te s and , faced  w ith  a trem endous pen t-up  dem and  fo r  U n ite d  S ta te s 
ex ports  as th e  w a r ended, lim ited  expend itu res in  th e  U n ite d  S ta tes  
to  goods considered essential. Sw eden an d  C anad a  h e ld  su bs tan tia l 
reserves a t th e  end o f th e  w ar a nd  w ere encouraged to  ap p rec ia te  th e ir  
cu rrencies in  1946, b u t w ere experiencing  some difficulties by  th e  end 
of th a t  year  as th e ir  reserves declined. I t  w as c lear th a t  a d d itio n al 
fun ds  w ould  have  to  be p rov id ed  to  those  coun tries w hich  used  a  g re a t 
p a r t  o f th e ir  gold  a n d  d o lla r  reserves to  figh t th e  A xis, o r  w hich, 
th ro u g h  th e  deva sta tion  o f w ar, w ere faced  w ith  needs fro m  th e  U n ite d  
S ta te s f a r  g re a te r  th a n  th e ir  p re w a r experience. N evertheless, th e  
to ta l of n e a rly  $24 b illio n  o f fo re ign  go ld  a nd  do lla r  assets a t  th e  end  
o f 1945 p ro v ided  a su bs tan tia l cushion fo r  th e  reconversion period .

I n t e r n a t io n a l  I n v e s t m e n t  P o s i t io n

T he  w a r le f t  th e  n e t de b to r-c red ito r position  o f th e  U n ite d  S ta tes 
re la tiv e ly  unchanged , w ith  a n  increase  o f som ething over $4 b illion  in  
U n ite d  S ta te s investm en ts ab ro ad  a nd  n e a rly  $5 b illio n  in  fo re ign  
investm ents in  th e  U n ite d  S ta te s  betw een D ecem ber 31,1939, a nd  D e 
cem ber 31,1945. S ign ifican tly , how ever, p ra c tica lly  a ll o f the  increase 
iir fo re ign  investm ents in  th e  U n ite d  S ta te s w as in  th e  fo rm  o f sh o rt 
te rm  balances, due to  be d ra w n  dow n heav ily  in  th e  im m ed iate  p o s t 
w a r  pe riod , w hile increased  U n ite d  S ta te s ho ld ing s ab ro ad  consisted  
m ain ly  o f long-term , in te re st-b ea rin g  o r incom e-producing  assets (see 
tab le  27) .21

21 F o r  r e c o n c i l i a t io n  s t a t e m e n t  s h o w in g  a n n u a l  c h a n g e s  in  t h e  i n t e r n a t i o n a l  i n v e s tm e n t  
p o s i t i o n  o f  t h e  U n i te d  S t a t e s  t h r o u g h  b a la n c e - o f - p a y m e n ts  m o v e m e n ts  a n d  o t h e r  f a c t o r s ,  
s e e  a p p e n d ix  C , t a b l e s  X X I I  a n d  X X I I I .
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C hanges in  in te rn a tio n a l assets and  liab ilitie s  re su lt in g  fro m  balance- 
o f-paym en ts tra nsac tio n s have  been discussed p reviously . T h e  in 
crease in  fo re ign  sh o rt- te rm  investm ents in  th e  U n ite d  S ta te s resu lted  
p r im a rily  fro m  our nega tiv e  cash ba lance o f paym en ts on  c u rre n t tr a n s 
actions d u r in g  th e  w a r years. F o re ig n  long-term  investm ents w ere 
a pp ro x im a te ly  th e  sam e a t  th e  end of th e  pe rio d  as a t  th e  beg inn ing , th e  
increase  in  m a rk e t va lue  o f p o rtfo lio  securities  (no t, o f course, re 
flected in  th e  ba lance  of paym en ts) ab ou t o ffse tting  red uction s in  h o ld 
ings due  to  B r i t is h  liqu ida tions a n d  th e  vesting  o f enem y-ow ned assets.

T he  rise  in  th e  va lue  o f A m erican  lon g-te rm  p riv a te  investm ents 
ab ro ad  reflected m ain ly  a r ise  in  the  quo ted va lues o f fo re ign  securities 
(p r in c ip a lly  C a n a d ia n ) , re invested  earn in gs o f m ore th a n  $900 m illion  
by  A m erican  d irec t-inv estm en t en te rp rises, a n d  a n e t c ap ita l outflow 
o f $231 m illion  d u r in g  th e  w a r period . T h e re  w as a m odera te  decline 
in  th e  va lue  o f A m erican  sh o rt- te rm  asse ts  d u r in g  th e  pe riod , a lth ou gh  
th e  estim ated  to ta l o f A m erican  deposits  ab ro ad  rem ained  a lm ost u n 
changed. A t  th e  end of 1939 th e  claim s o f th e  U n ite d  S ta tes  G overn 
m en t on fo re ign e rs wrere  (excluding  W o rld  W a r  I  debts) a p p ro x i 
m ate ly  $35 m illion . B eg in n ing  w ith  th e  R econstruc tion  F in a n c e  C or 
p o ra tio n  loan  to  th e  U n ite d  K in gdo m  in  1941, loans, advances, and  
o th er  investm ents ab ro ad  by th e  U n ite d  S ta te s G overnm en t increased 
rap id ly , reach in g  abou t $1.6 b illio n  by  th e  end  o f 1945.

Tabl e 27.— I n t e r n a t i o n a l  i n v e s t m e n t  p o s i t i o n  o f  t h e  U n i t e d  S t a t e s ,  1 9 3 9 - 4 5

[Y ear-end  d a ta  in m illions of dollars!

I te m 1939 1940 1941 1942 1943 1944 1945

U n ite d  S ta te s  in v e s tm e n ts  ab ro ad , to ta l ........ 12,480 12, 275 12,990 13,640 14,170 14,810 16, 760

P r iv a te ____________________________ 12, 445 12,195 12, 505 12,930 13, 340 13,765 14, 590
L o n g -te rm _____  _______  __ 11,385 11,310 11,635 12,175 12, 575 12, 930 13, 675

D ire c t.................. ..................... .  - 7,280 7,340 
1,445

7, 525 7,740 7,845 7,960 8,120
F ore ign  do llar  b o n d s _________ 1,685 1,445 1,510 1,560 1.590 1,650
S ecurities  p ay ab le  in  loca l cu r-

renc ie s ............ ................ . ......... 1,240 1,280
170

1,375 1,565 1,795 2,010 2,425
E s ta te s  a n d  t r u s ts ____________ 150 190 210 210 210 210
O th e r lon g - term ______________ 1,030 1,075 1,100 1,150

755
1,165 1,160 1,270

S h o rt -te rm . _______ ____ _____ _ 1,000 885 870 765 835 915
D e p o s its____  _____________ 405 375 375 370 370 385 395
O th e r ............ ................ ............. ... 655 510 495 385 395 450 520

U . S. G o v e rn m e n t__________________ 35 80 485 710 830 1,045 2,170
L o n g -te rm _____ ____________ ____ 35 80 475 490 620 770 1,585
S h o rt -te rm ............ ................... . ......... 10 220 210 275 585

F ore ig n  in v e s tm e n ts  in  th e  U n ite d  S ta te s,
to ta l________ ____ ___ _ _____ ______ ___ 12,820 13, 535 12,300 12, 605 14,145 15,085 17,740

P r iv a te  ob liga tions ___ _____________ 12,495 13, 225 11,770 11,645 12, 560 13.080 14. 207
L o n g -te rm ................ .......................... . 8,095 8 ,100 ' 7,200 7, 275 7, 570 7,865 8, 502

D ire c t___ ___________________ 2, 900 2,875 2,700 2,615 2,605 2, 630 2,675
C orpo ra te  s to c k s_____________ 3, 255 2, 625 • 1,950 2,120 2, 445 2, 700 3,370
C orpo ra te  b o n d s  1................. ........ 525 500 475 525 610 715 692
E s ta te s  a n d  t r u s ts ............. ........... 850 800 775 745 700 665 655
O th e r .__ _____ ______________ 1,165 1,300 1,300 1.270 1,210 1,155 1,110

S h o rt- te rm ....... ................... ................ 3,800 5,125 4, 570 4,370 4.990 5. 215 5,705
D e p o s i t s . . _________________ 3, 225 3,915 3, 510 3, 665 4, 290 4,425 4,855
O th e r .__ _____ ____ _________ 575 1,210 1,060 705 700 790 850

U . S. G o v e rn m e n t ob lig a tio n s. ................. 325 310 530 960 1,585 2, 005 3, 533
L o n g -te rm ________ ______ _______ 150 150 150 150 200 425 493
S h o rt- te rm ______ ____ ______ ____ 175 160 380 810 1,385 1,580 3,040

N e t  d e b to r  (—) o r c re d ito r ( + )  p o s it io n ......... -3 4 0 -1 ,2 6 0 +090 + 1 ,035 + 2 5 -2 7 5 —980;

N e t  p r iv a te -------- ------- ------- ------------- - 5 0 -1 ,0 3 0 +735 + 1 ,285 +780 +685 +383
N e t  U . S . G o v e rn m e n t_____ _________ -2 9 0 -2 3 0 —45 -2 5 0 -7 5 5 -9 6 0 -1 ,3 6 3

N e t  lon g-term , p r iv a te  a n d  U . S. G ov-
e m in e n t_______  _ ________ ______ + 2 ,575

o■
'f

co"
+

+ 4 ,76 0 + 5 ,240 + 5 ,425 + 5 ,410 + 6 ,265
N e t  sh o rt- te rm , p r iv a te  a n d  U . S . G ov-

e rn m e n t__________ _________ _____ - 2 ,  915 -4 ,4 0 0 -4 ,0 7 0 -4 ,2 0 5 -5 ,4 0 0 -5 ,6 8 5 - 7 ,  245

1 C o rp o ra te  b o n d s  in c lu d e  a n  e s tim a te  of $100 m illio n  o f S ta te  a n d  m u n ic ip a l o b lig a tio n s.

Not e.—Fo r in fo rm atio n  re gard ing  conce p ts  a n d  m e th o d s  of v a lu a tio n  em plo yed , see ap p en d ix  B , p . 225.
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C h a p te r  IV

T r a n s a c t i o n s  b y  A r e a s 1

I n t r o d u c t io n

Som e b r ie f  observations on th e  in te rn a tio n a l tra n sa c tio n s  o f the  
U n ite d  S ta te s, by  areas o f th e  w orld , a re  p resen ted  in  th e  following- 
pages. T hese  areas, rep re se n tin g  a logical g ro u p in g  of th e  various 
coun tries fo r  pu rposes o f th is  discussion, a re  th e  s te r lin g  area , C anada , 
th e  20 A m erican  R epublics, and  the  res t o f th e  w orld .

E v en  in  peacetim e, th e  s te r lin g  bloc w as a  fa ir ly  close-knit in te r 
n a tio n a l financial e n ti ty ;  and  d u r in g  th e  w ar, w hen th e  bloc w as 
trans fo rm ed  in to  th e  s te r lin g  area , th e  com pulsory poo ling  o f do lla r 
ba lances in  L o ndon  an d  o th e r fea tu res increased  its  economic and  
financia l u n ity  considerably . T hu s, th e  im portanc e  o f th e  s te rling  
area  in  tra d e  w ith  th e  w orld  in  genera l a n d  w ith  th e  U n ite d  S ta te s  in  
p a r tic u la r  need h a rd ly  be em phasized. C anada  ran k s  even above the  
U n ite d  K in gdom  in  im portance  as a t r a d in g  p a r tn e r  of th e  U n ite d  
S ta te s ; m oreover, th e  m arked ly  tr ia n g u la r  p a tte rn  of tra nsac tio n s 
betw een C anada , th e  U n ite d  K ingdom , a nd  th e  U n ite d  S ta te s m akes 
an  iso la tion  o f U n ite d  S ta te s-C ana d ian  tra nsac tio n s o f special in terest. 
T he  20 A m erican  R epublics co nstitu te  a geog raph ica lly  contiguous 
area , w ith  m any  com m on ch arac teris tic s  a nd  problem s, a nd  th u s  a re  
tre a te d  as a u n it.  F in a lly , to  com plete th e  d a ta  to  cover U n ite d  S ta te s 
tra n sa c tio n s  w ith  a ll  coun tries o f th e  w orld , a nd  because o f th e  consid 
e rab le  in tr in s ic  in te re s t a tta c h in g  to  “ a ll  o th er  coun tries,” these, 
tr e a te d  as one area , a re  discussed in  a sepa ra te  sta tem en t.

C erta in  U n ite d  S ta te s  transac tio n s included  in  th e  g lobal ba lance of 
paym en ts cann o t be identified  w ith  any  p a r tic u la r  coun try . T hese  
inc lude  tw o qu ite  d is tin c t so rts  o f tra nsac tio n s : F ir s t ,  those w ith  in te r 
n a tio n a l in stitu tio n s , such as U N R R A  or th e  In te rn a tio n a l B an k  fo r  
R eco nstruc tion  a nd  D evelopm ent ; and , second, those w h ich  are  ac tu 
a lly  dom estic b u t w hich  a re  show n in  th e  g lobal ba lance  of paym en ts 
because o f th e ir  effect on th e  in te rn a tio n a l reserve  pos ition  o f  th e  
U n ite d  S ta tes. I n  th is  bu lle tin , bo th  ty pes o f tra nsac tio n s a re  in 
c luded  in  a f if th  “a re a ” g ro up , nam ely , In te rn a tio n a l In stitu tio n s. In  
p rac tice , th e re  is  only one tra n sa c tio n  of th e  second ty pe  m entioned 
above, i. e., th a t  p o rtio n  o f th e  increase  (o r decrease) in  th e  stock of 
m on etary  go ld  w h ich  is  a ttr ib u ta b le  to  th e  n e t dom estic p rod u ctio n  (o r 
eonsum ption ) of gold.

A  c e rta in  am o un t o f cau tion  m ust be exercised in  u sin g  th e  figures 
g iven fo r  b ila te ra l balances o f paym en ts. T h e  degree  o f accu racy  of 
these figures is  u su ally  less th a n  in  g lobal balances. M oreover, th e re

1 T h i s  c h a p t e r  w a s  p r e p a r e d  b y  W i l l i a m  M c C a r r o l l  a n d  J u d a h  E . S m ith .
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is an  im p o rta n t concep tual difference betw een a g lobal and  a b ila te ra l 
balance o f paym en ts in  th a t  th e  la t te r  does no t have to  “balance.” I t  
fo llow s fro m  th is  considera tion  th a t  th e  res id ua l item  in  a b ila tera l 
ba lance-of-paym en ts sta tem en t is com posed o f tw o  quite  d is tin c t k inds 
o f th in g s : I t  is p a r t ly  th e  re su lt of (nonoffse tting) e rro rs and  om is 
sions in  th e  estim ates o f th e  o th er  item s, and  p a r tly  the  re su lt o f m u lti 
la te ra l tran sac tion s. Since th e  la tte r  cann o t u sually  be iso la ted , i t  is 
im possible to  te ll to  w h a t ex ten t th e  size o f th e  res id ua l is due  to  each 
o f these  tw o k ind s o f “tra n sa c tio n ” ( i f  e rro rs  a nd  om issions can  be 
reg arde d  as tra n sa c tio n s)  .2

Som e sm all a tte m p t has been m ade a t  suggesting  th e  p robab le  source 
o f th e  residuals  a p p e a rin g  in  th e  fo llow ing  sta tem en ts, b u t a t  the. p re s 
en t tim e no  system atic  in vestig a tio n  o f th e  sub ject can be und ertaken .

Tabl e 28.— T r a n s a c t i o n s  o f  t h e  U n i t e d  S t a t e s  w i t h  t h e  s t e r l i n g  a r e a ,  1 9 J / 0 - 4 5

[In  m illions  of dollars]

I te m 1940 1941 1942 1943 1944 1945

I .  R eceip ts , t o t a l . ------- ----------- ------ ------------- ------ 1,821 3,209 7,427 12,958 14,085 7,644

A . G oods a n d  serv ices, to ta l____________ ____ . 1,647 3,111 6,532 11,043 11,986 5,753
1. G ood s___ ______________ ___________ _ 1,403 2,621 5, 206 8,635 9,375 4, 430
2. In com e on in v e s tm e n ts _____ ____ _______ 77 66 81 78 80 76
3. O th e r serv ices___ ____ ____ ___ ____ _____ 167 424 1,245 2,330 2,531 1,247

B . U n ila te ra l tr a n s fe rs ............ ................... ............. 8 3 829 1,846 2,050 1,830
C . L on g-te rm  c a p ita l, t o ta l ..... ................ .............. 166 95 66 69 49 61

1. M o v e m en ts  of U n ite d  S ta te s  ca p ita l in-
v ested  a b ro a d ____ ______________ ____ 12 23 36 68 49 61

2. M o v e m e n ts  of foreign ca p ita l in v e s te d  in
154 72 30 1

I I .  P a y m e n ts , to ta l ..... ................................................... 1,240 2,988 7,150 13,647 14,669 7,766

A . G oods a n d  serv ices, to ta l ......... ............. ............. 946 1,254 2,127 3,485 3,793 3,365
1. G oods.................... ........... .............. .............. 743 1,009 1,536 2,019 1,916 1,966
2. In com e on  in v e s tm e n ts ................................. 74 60 49 43 46 47
3. O th er  serv ic es................................... . ........... 129 185 542 1,423 1,831 1,352

B . U nila te ra l tr an sfers____ ________ _________ 74 990 4, 903 10,080 10, 708 3, 690
C . L on g-te rm  c a p ita l, t o t a l . . ................. ................ 220 744 120 82 168 711

1. M o v e m en ts  of U n ite d  S ta te s  ca p ita l in-
v ested  a b ro a d ______________________ 4 371 48 40 120 668

2. M o v e m en ts  of foreign c a p ita l in v es te d  in
U n ite d  S ta te s .......... . ............. . .................. 216 373 72 42 48 43

I I I .  E xcess of re ce ip ts  ( + )  o r p a y m e n ts  (—), to ta l___ +581 +221 +277 -6 8 9 -5 8 4 -1 2 2

A . G oods a n d  se rv ic es .......... .............. . ........ . ........ +701 + 1 ,857 + 4 , 405 + 7 ,55 8 + 8 ,193 + 2 ,38 8
B . U nila te ra l tra n s fe rs ______ _____ ___ _ ____ - 6 6 -9 8 7 -4 ,0 7 4 - 8 ,  234 -8 ,6 5 8 -1 .8 6 0

N e t goods a n d  services a n d  u n i la te ra l trans fe rs . + 635 + 870 +331 -6 7 6 -4 6 5 + 528
C . L on g-term  c a p ita l ......... . ........... . ....................... - 5 4 -6 4 9 - 5 4 - 1 3 -1 1 9 -6 5 0

IV . N e t  inflow  ( + )  o r ou tflow  (—) of fu n d s  on  gold
a n d  sho rt- te rm  ca p ita l acco un t , to ta l____________ -1 ,4 9 2 -7 2 1 -2 3 1 +404 + 550 -1 3 3

A . N e t  U n ite d  S ta te s  gold sales ( + )  o r p u rchases
( - ) — -------------------------------------------- - 2 ,  053 -5 5 1 - 1 2 + 5 0 + 672

B . N e t  m o v e m e n t of U n ite d  S ta te s  sh o rt- te rm
ca p ita l a b ro a d _____ _____ _____ ________ + 2 2 - 1 - 4 2 - 2 6 - 1 7 - 8

G. N e t  m o v e m e n t of foreign s h o rt- te rm  c a p ita l
in  U n ite d  S ta te s ....... . ...................................... + 559 -1 6 9 -1 7 7 + 380 -1 0 5 -1 3 0

V . E rro rs , om issions, a n d  th ird -c o u n try  tr a n sa c tio n s .. +911 + 500 - 4 6 + 285 + 34 + 255

T r a n s a c t io n s  W ith  t h e  S t e r l in g  A r e a

T he  tra nsac tio n s betw een th e  U n ite d  S ta te s and  th e  ste rlin g  a rea3 
d u rin g  1940 a nd  1941 w ere m arked  by  e x tra o rd in a rily  heavy U n ited

2 F o r  a  m o re  d e t a i l e d  d is c u s s io n  o f  th e s e  c o n c e p te d  p ro b le m s , s e e  a p p e n d ix  A .
3 S in c e  i t s  f o r m a l  i n c e p t io n  o n  J u l y  1 7 , 1 9 4 0 , b y  t h e  i s s u a n c e  o f  S t a t u t o r y  R u le s  a n d  

O r d e r  N o . 1 2 5 4  o f  t h e  D e f e n c e  ( F in a n c e )  R e g u la t io n s ,  t h e  s t e r l i n g  a r e a  h a s  c o n s i s t e d  
e s s e n t i a l l y  o f  B r i t i s h  E m p i r e  c o u n t r i e s ,  w i t h  t h e  e x c e p t io n  o f  C a n a d a  a n d  N e w f o u n d la n d .  
I t  a l s o  in c lu d e s  c e r t a i n  n o n - B r i t i s h  c o u n t r i e s ,  n o t a b ly  E g y p t  a n d  I r a q .  I n  r e s p o n s e  to  
c h a n g in g  c o n d i t io n s  d u r in g  t h e  w a r ,  s u c h  o t h e r  n o n - B r i t i s h  c o u n t r i e s  a s  t h e  B e lg ia n  C o n g o  
a n d  R u a n d a - U r u n d i ,  F r e n c h  E q u a t o r i a l  A f r ic a  a n d  o th e r  F r e n c h  p o s s e s s io n s ,  I c e l a n d ,  a n d  
t h e  F a r o e  I s l a n d s  h a v e  a d h e r e d  f o r  v a r y in g  p e r i o d s  o f  t im e  t o  t h e  s t e r l i n g  a r e a .
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K ingdom  sales of go ld  to  th e  U n ite d  S ta te s a nd  by  th e  p a r t ia l  liq u i 
d a tion  o f U n ite d  K in gdom  long-term  investm ents and  do lla r  balances, 
th e  proceeds o f w hich w ere used to  p rocu re  th e  v ast qu an tities  o f equip 
m en t necessary to  c a rry  on th e  w a r w ith  G erm any. T hese  ou tlays w ere 
so extensive th a t , by th e  end of 1941, th e  U n ite d  K in gd om ’s ho ld ings 
of go ld  an d  do llars4 w ere close to  th e  van ish in g  p o in t an d  th e  bu lk  of 
its  rea d ily  d isposable investm ents in  th e  U n ite d  S ta te s  h a d  been liqu i 
d a ted  or p ledged  a g a in s t th e  R econstruc tion  F in a n c e  C o rp ora tio n  loan.

I n  th e  open ing  m on ths of th e  w ar, th e  U n ite d  K in gdo m  re lied  upon 
th e  in d u s tr ia l s tre n g th  a nd  self-sufficiency o f th e  B ritis h  E m p ire  and  
its  A lly , F ran ce , to  su pp ly  th e  necessary equ ipm en t a n d  m ateria ls . 
E a rlie r , how ever, w hen th e  da nge r o f w ar th re a ten ed , m easures w ere

* take n  to  in su re  th e  conservation  of fo reign-exchange  resources. I m 
p o rts  o f nonessentia ls w ere re s tric ted  and  steps w ere ta ke n  to  s h if t  the  
source o f su p p ly  fo r  m any  com m odities to  areas  w ith in  th e  B ritis h  
E m p ire . R eg is tra tio n  o f fo re ig n  assets w as requ ired  la te  in  A u g u st

♦ o f 1939, an d  in  S ep tem ber exchange contro l w as im posed to  cu rb  th e  
flig h t o f cap ita l. S im ila r  con tro ls  w ere u n d er take n  by th e  re s t o f the  
B ritis h  E m pire .

W ith  th e  em phasis on th e  conservation  o f fo re ign  exchange, B ritis h  
p rocu rem en t o f w ar supp lies outside  th e  ste rlin g  area  w as very  sm all 
up to  M arch  of 1940. B u t w ith  the  invasion  of N orw ay  in  A p ril and  
of th e  L ow  C oun tries in  M ay, and  th e  collapse o f F ra n c e  in  Ju n e , 
B r i ta in  en tered  upon  th e  p rocu rem en t o f th e  g re a te st am oun t o f w ar 
supp lies in  th e  sh o rtest possible tim e, regard less of th e  effect on its  
exchange resources.

T h e  ex pend itu re  m ade un d e r th is  p rocu rem en t p ro g ra m  an d  th e  
c a p ita l flows w hich  occu rred  in  th e  first  few  m on ths before th e  ex 
change-contro l reg u la tio ns  w ere tigh tene d  produced  unp receden t defi
c its  in  th e  s te r ling -area  ba lance of paym en ts.5 F o r  th e  16 m onths 
fro m  th e  beg in n ing  of th e  w a r in  S ep tem ber 1939 to  th e  end  of 1940, 
th e  s te r ling -area  deficit w ith  th e  U n ite d  S ta te s  am ounted  to  $1,030 
m illion  on m erchand ise and  services accoun t alone.

I n  add ition , advances and  cap ita l-assistance  paym en ts am ou n ting  
to  $720 m illion  (ne t) w ere m ade to  A m erican  concerns fo r  th e  p ro 
du c tio n  of w a r m ater ia ls .6 C a p ita l w ith d raw a ls  p re c ip ita te d  by  th e  
ou tb reak  o f w a r w ere estim ated  to  have to ta le d  $735 m illion , o f w hich  
$200 m illion  rep resen ted  th e  rep ay m en t o f A m erican  ex p o rt c red its  in  
accordance  w ith  th e  cash -and -carry  requ irem en ts of th e  N eu tra lity

► A ct a n d  $235 m illion , th e  am ou n t em ployed in  th e  liq u id a tio n  of a

4 I t  m a y  be  n o t e d  h e r e  t h a t  t h e  m a j o r  m o v e m e n ts  in  s t e r l i n g - a r e a  d o l l a r  a s s e t s  w e r e  f o r  
t h e  a c c o u n t  o f  t h e  U n i te d  K in g d o m  a s  a  r e s u l t  o f  t h e  o p e r a t i o n s  o f  t h e  s t e r l i n g - a r e a  e x c h a n g e  
p o o l.  A s  a  m e a n s  o f  c o n s e r v in g  e x c h a n g e  r e s o u r c e s  a n d  to  p r o v id e  f o r  t h e i r  r e p l e n i s h m e n t  
f o r  e s s e n t i a l  w a r  p u r p o s e s ,  t h e  m e m b e r s  o f  t h e  s t e r l i n g  a r e a  a g r e e d  to  r e l i n q u i s h  sp e c if ie d  
c u r r e n c i e s ,  p a r t i c u l a r l y  d o l l a r s ,  t o  t h e  p o o l in  e x c h a n g e  f o r  s t e r l i n g .  T h e y  a l s o  a g r e e d  
t o  l i m i t  t h e i r  d e m a n d s  o n  t h e  p o o l  f o r  s u c h  c u r r e n c i e s  to  a m o u n t s  r e q u i r e d  f o r  e s s e n t i a l  
p a y m e n ts .  T h i s  w a s  r e in f o r c e d  b y  t h e  g e n e r a l  a g r e e m e n t  t o  c o n f in e  p u r c h a s e s  o u t s i d e  t h e  
s t e r l i n g  a r e a  to  i t e m s  w h ic h  c o u ld  n o t  b e  o b t a in e d  w i t h i n  t h e  a r e a  i t s e l f .  I n  t h i s  s y s te m , 
t h e n ,  s u r p lu s e s  o f  d o l l a r s  a b o v e  t h e  m in im u m  r e q u i r e m e n t s  o f  t h e  m e m b e r  c o u n t r i e s  a c c r u e d  
t o  t h e  U n i te d  K in g d o m  a c c o u n t .

5 T h e  d a t a  r e g a r d in g  t h e  g o ld  a n d  d o l l a r  t r a n s a c t i o n s  o f  t h e  s t e r l i n g  a r e a  f o r  S e p te m b e r  
1 9 3 9 - D e c e m b e r  1 9 4 0  h a v e  b e e n  t a k e n  f r o m  a  l e t t e r ,  d a t e d  J a n u a r y  2 1 , 1 9 4 1 , f r o m  t h e  S e c re 
t a r y  o f  t h e  T r e a s u r y  to  M r . B lo o m , C h a i r m a n  o f  - th e  F o r e ig n  A f f a ir s  C o m m it te e  o f  t h e  
H o u s e  o f  R e p r e s e n t a t i v e s .  S ee  t h e  F e d e r a l  R e s e r v e  B u l l e t i n ,  F e b r u a r y  1 9 4 1 , p .  9 9  ; a n d  
D e p a r tm e n t  o f  C o m m e rc e , T h e  B a l a n c e  o f  I n t e r n a t i o n a l  P a y m e n t s  o f  t h e  U n i te d  S ta t e s ,  
1 9 4 0 , p . 9.

6 A  r e v i s e d  e s t i m a t e  f o r  a d v a n c e s  a n d  c a p i t a l  a s s i s t a n c e  o u t s t a n d i n g  a t  t h e  e n d  o f  1 9 4 0 , 
$ 7 6 2  m i l l io n ,  h a s  b e e n  u s e d  in  t a b l e  2 8 .
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shoi't fo rw ard  pos ition  in  do lla rs . T he  rem aind e r, es tim ated  a t $300 
m illion , rep resen ted  cap ita l w ith d raw a ls  th ro u g h  th e  sale of free  
ste rlin g .7

T h e  s te r lin g  a re a ’s p rocu rem en t o f w a r supplies in  C anad a a nd  in  
o th er  coun tries also req u ired  th e  p aym en t of su bs tan tia l sum s o f gold 
a nd  dollars . D u rin g  th is  16-m onth period , its  cu rren t-acco un t deficit 
w ith  C anad a  a nd  N ew found land  am ounted  to  $555 m illion . O f th is  
sum , $225 m illion  w as se ttled  by  gold , w hich  w as in  tu rn  tra n s fe rre d  
to  th e  U n ite d  S ta te s  in  p a r t ia l  se ttlem en t o f C an ada ’s deficit w ith  th e  
U n ite d  S ta tes. T h e  go ld  and  do lla r  deficits of th e  s te rling  area  w ith  
coun tries o ther th a n  th e  U n ite d  S ta tes  a nd  C anada  am ounted  to  an  
add it io n a l $500 m illion .

T he  to ta l d ra in  on th e  U n ite d  K in gd om ’s go ld  and  do lla r  resources 
d u rin g  th is  pe rio d  am ounted  to  $2,316 m illion  a nd  sales o f new ly m ined 
and  d isho arded  go ld  am oun ted  to  an  a d d itio n al $965 m illion .8 O f th e  
d ra in  in  resources he ld  a t  th e  beg in n in g  of th e  period , $1,764 m illion  
consisted o f go ld  sales, $334 m illion  in  sales o f A m erican  securities, and  
$234 m illion  in  th e  liq u id a tio n  o f d o lla r  balances.

A t the  end  o f 1940, a to ta l o f abou t $3 b illion  in  A m erican  long- an d  
sh o rt- te rm  assets rem ained in  th e  ha nd s o f th e  B ritish , o f w h ich  a 
m ax im um  of abou t tw o -th ird s  could be sold o r rea d ily  p ledged  to  m eet 
im m ed ia te com m itm ents. These assets consisted o f A m erican  securi
ties  va lued  a t  a li t t le  over $775 m illion , d ire c t investm ents h a v in g  a 
liqu ida tion  va lue  estim ated  a t  $990 m illion , a nd  go ld  a nd  do lla r  b a l 
ances o f $300 m illion. B u t, on th e  basis o f w ar o rders a lrea d y  en tered  
in to , th e  s te r lin g  a re a ’s gold  a nd  d o lla r  deficit fo r  1941 w as estim ated  
a t abou t $1,500 m illion . I t  w as obvious, th erefo re , th a t  th e  s te rling  
a re a ’s ab il ity  to  pu rchase  equipm en t a nd  to  w age w a r successfully w as 
rap id ly  be ing  exhausted . T h e  in tro d u c tio n  o f th e  lend-lease p ro g ra m  
in  M arch , how ever, rem oved th e  financia l obstacles to  th e  necessary 
flow o f m ateria ls  and  services, and  befo re  th e  end  o f th e  ye ar  $740 
m illio n  in  lend-lease  tra n s fe rs  h a d  been m ade.

F u r t h e r  N e e d s  f o r  D o l l a r  E x c h a n g e

T h e  p ressu re  o f th e  U n ite d  K in gd om ’s d o lla r  resources w as n o t 
eased, how ever, u n til  1942, w hen th e  cash p rocu rem en t o f w ar m a 
te r ia ls  w as v ir tu a lly  com pleted. F o r  th e  y ear  1941, th e  s te r lin g  a re a ’s 
deficit w ith  th e  U n ite d  S ta te s  on “cash” cu rren t-accoun t item s 
am oun ted  to  $870 m illion , equal to  th e  deficit on “cash” m erchand ise  
tra d e  as services rece ip ts  a nd  paym en ts w ere in  balance. T he  se ttle 
m en t o f th is  deficit (as well as do lla r  deficits w ith  o th er  coun tries) 
w as accom plished chiefly th ro u g h  th e  sale o f $551 m illion  in  gold to  
th e  U n ite d  S ta te s, a nd  th e  u tiliza tio n  o f $350 m illion  fro m  th e  $425- 
m illion  loan  g ra n te d  in  J u ly  by th e  R econstruc tion  F in anc e  C o rp o ra 
tio n . L iq u ida tion s o f U n ite d  K in gdo m  investm ents in  th e  U n ite d  
S ta te s  also continued  on a la rg e  scale, th e  sale o f secu rities  am o un ting  
to  $237 m illion and  d ire c t investm ents to  $79 m illion. T he  sh o rt- te rm  
cap ita l flows in  th is  ye ar  consisted  p rin c ip a lly  of a n e t red uction

7 T h e  e s t i m a t e  o f  $ 7 3 5  m i l l io n  f o r  c a p i t a l  w i t h d r a w a l s  a p p e a r s  t o  h a v e  b e e n  in d i r e c t l y  
d e r iv e d  f r o m  th e  e s t i m a t e s  o f  c u r r e n t - a c c o u n t  t r a n s a c t i o n s ,  a d v a n c e s ,  a n d  c a p i t a l  a s s i s t 
a n c e ,  a n d  t h e  r e c o r d e d  flo w s  f r o m  t h e  g o ld  a n d  d o l l a r  r e s o u r c e s  o f  t h e  U n i t e d  K in g d o m . 
B e c a u s e  d a t a  b e a r i n g  d i r e c t l y  o n  t h e s e  c a p i t a l  m o v e m e n ts  w e r e  n o t  a v a i l a b l e  t o  t h e  D e p a r t 
m e n t  o f  C o m m e rc e , t h e  e s t i m a t e  h a s  n o t  b e e n  e n t e r e d  i n t o  t a b l e  2 8 , a n d  i t  i s  p r o b a b ly  p a r t l y  
f o r  t h i s  r e a s o n  t h a t  t h e  r e s i d u a l  i t e m  f o r  1 9 4 0  i s  so  la r g e .

8 T h e  v a r i o u s  d e f ic i t  i t e m s  e s t i m a t e d  a b o v e  t o t a l  $ 3 ,2 1 0  m i l l io n .  O th e r  p a y m e n t s  t o t a l i n g  
$ 71  m i l l io n  a r e  n o t  a c c o u n t e d  f o r .
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( th ro u g h  deliveries) o f $173 m illion  in  advances m ade to  A m erican  
m an u fa c tu rers .

B y  th e  end  o f 1941, th e  bu lk  o f B r itis h  lo ng-term  investm en ts in  
th e  U n ite d  S ta te s h a d  been so ld o u tr ig h t o r h a d  been p ledged  a g a in st 
th e  R econstruc tion  F in anc e  C orpo ra tion  loan. B r i t is h  ho ld in gs of 
d o lla r  secu rities  availab le  fo r  liq u id a tio n  h a d  been reduced  fro m  
$1,055 m illion  to  $255 m illion , a n d  d ire c t investm en ts fro m  $1,030 
m illion  to  $455 m illion . O f  these  declines, $205 m illion  in  securities 
a nd  $495 m illion  in  d ire c t investm ents w ere he ld  as p ledges a g a in st 
th e  $425-m illion  R econstruc tion  F in a n c e  C o rp o ra tio n  loan.

A  s im ila rly  d ra s tic  decline h a d  occu rred  in  th e  U n ite d  K in gdo m ’s 
go ld  a nd  d o lla r  balances.9 F ro m  ap prox im ate ly  $2,225 m illion  a t 
th e  end  o f 1939, these resources fe ll to  $300 m illio n  in  1940. B y  th e  
end o f 1941 they  h a d  recovered to  $395 m illion , p robab ly  because o f 
ad d it io n a l new ly p rodu ced  go ld  fro m  th e  E m pire .

'  U n i t e d  K i n g d o m  P o s i t i o n  i m p r o v e s  i n  1 9 4 2

T h e  y ear  1942 m arked  th e  b eg in n in g  o f a pe rio d  ex tend in g  th ro u g h  
1944 in  w h ich  th e re  w as a  sh a rp  im provem en t in  th e  U n ite d  K in gd om ’s 
go ld  a nd  d o lla r  hold ings. T hese  resources w ere rep o rted  as $700 m il 
lion  a t th e  end  o f 1942, $1,300 m illion  in  1943, a nd  $1,710 m illion  in  
1944.10

I n  1942, th e  s te r lin g  a re a ’s deficit w ith  th e  U n ite d  S ta te s  on m er 
chandise  a nd  services tra n sa c tio n s w as s till  ve ry  la rg e , $330 m illion , 
b u t th is  rep resen ted  a red uc tion  o f m ore th a n  60 p ercen t fro m  th e  1941 
deficit. O n  m erchand ise  account, w hile  lend-lease  ex ports  soared  
to  $4,032 m illion , U n ite d  S ta te s  “cash” ex ports  fe ll by $700 m illion  
to  a to ta l o f $1,174 m illion  (see tab le  29). T h e  U n ite d  K in gd om ’s 
sh are  w as abou t equal to  th e -p re w a r level o f $500 m illion  b u t, since 
ve ry  la rg e  am ounts o f w ar m a te ria ls  de livered  ag a in st advance  p a y 
m ents w ere included , th e  effects o f U n ite d  K in gd om  re s tr ic tio n s on the  
im p o rta tio n  o f nonessen tia ls  a nd  consum er goods are  a pp a ren t.

T he  d iversion  o f m ate ria ls  a nd  p ro du ctiv e  fac ilities  in  th e  B ritis h  
Isle s and  elsew here in  th e  s te r lin g  a rea  to  w a r p rod u ctio n  fo rced  a 
red uction  o f abou t $460 m illion  in  pu rchases by  p r iv a te  U n ite d  S ta te s 
im porte rs . D esp ite  an  increase  in  p rocu rem en t by  U n ite d  S ta te s  G ov 
e rn m en t c iv ilian  agencies an d  pu rchases ab ro ad  by  th e  U n ite d  S ta te s 
a rm ed  forces d u r in g  th e  year , th is  red uc tion  resu lted  in  a decline of 

, paym en ts on m erchand ise  accoun t o f $218 m illion . T h e  tra d e  deficit
o f th e  s te r lin g  a rea  th u s  am ounted to  $382 m illion , com pared w ith  
$872 m illion  in  1941.

A n o th e r fa c to r  o f im portance  in  th e  redu ction  o f th e  s te r ling -area  
i. deficit w as th e  expe nd itu re  o f th e  U n ite d  S ta te s  a rm ed  forces on in s ta l 

la tion s, th e  m ain tenance  o f troops, an d  th e  pu rchase  o f services in  
m any  co un tries o f th e  s te r lin g  area . D u rin g  th e  year, a to ta l o f $311 
m illion  w as spen t— a sum  w hich m ore  th a n  offset (by  $52 m illion ) 
sh a rp  increases in  rece ip ts  on o th er  services. P rev iously , in  1940 and  
1941, th e  s te r lin g  a re a ’s n e t rece ip ts  fro m  th e  U n ite d  S ta te s on services 
accoun t w ere  neg lig ib le, a ris in g  fro m  a volum e o f tra n sa c tio n s com 
p a rab le  w ith  p re w ar , a lth o u g h  ris in g  f re ig h t ra te s  en la rg ed  th e  f re ig h t 
and  sh ip p in g  account on bo th  th e  rece ip ts  an d  paym en t sides. I n  1942,

9 W h i t e  P a p e r : S t a t i s t i c a l  M a t e r i a l  P r e s e n t e d  D u r in g  W a s h in g t o n  N e g o t ia t io n s ,  C m d. 
6 7 0 7 . T h e s e  a m o u n t s  a r e  n e t  o f  o u t s t a n d i n g  l i a b i l i t i e s  t o  p r o v id e  g o ld  a g a i n s t  s t e r l i n g  
l i a b i l i t i e s  a n d  l i a b i l i t i e s  to  c o n v e r t  U n i t e d  S t a t e s  h o ld in g s  o f  s t e r l i n g  in to  d o l l a r s  o n  d e m a n d .

10 Ib id .
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U n ited  S ta te s rece ip ts  on th is  accoun t rose very  sh arp ly , as d id  re m it 
tances o f  m o tion -p ic tu re  ren ta ls  fro m  th e  U n ite d  K ingdom . F ilm - 
com pany earn in gs, w hich h ad  been p a r tia lly  b locked u n d e r th e  ex 
change-contro l reg u la tio ns  since th e  beginn ing  o f th e  w ar, w ere re leas 
ed as th e  lend-lease p ro g ra m  prom ised  to  relieve th e  U n ite d  K in gd om ’s 
exchange situa tion .

Because o f th e  very  la rg e  reductions in  th e  U n ite d  K in gd om ’s d o lla r  
balances in  1940 a nd  1941 fo r  m ak in g  advance  paym en ts to  U n ited  
S ta te s m an u fa c tu re rs , th e  “cash” deficit o f $330 m illion  on  m erch an 
d ise a nd  services accoun t in  1942 d id  no t re su lt in  a co rrespond ing  
decline in  exchange reserves. T ran sa c tio ns  in  go ld  a n d  long-term  
c ap ita l w ere sm all. T o ta l de liveries in  rep ay m en t o f advances w ere 
$528 m illio n  w hich , i f  e lim ina ted  fro m  th e  com p u ta tio n  o f th e  deficit 
in  th e  c u rre n t account, leave a  su rp lus  o f a lm ost $200 m illion  as th e  
increase  in  U n ite d  K in gdo m  do lla r  balances.11

Tabl e 29.— M e r c h a n d i s e  t r a n s a c t i o n s  o f  t h e  U n i t e d  S t a t e s  w i t h  t h e  s t e r l i n g  a r e a ,

1 9 J / 0 - 4 5

[In  m illions of dollars]

Ite m P riv a te
G ov 
e rn 

m e n t
T o ta l P r iv a te

G ov 
e rn 

m e n t
T o ta l P r iv a te

G ov 
e rn 

m e n t
T o ta l

1940 1941 1942

U nite d  S ta tes  exports , to ta l . 1,381 22 1,403 1,881 740 2,621 1,161 4,044 5,205

1,381 22 1,403 1,881 1,881
740

1,161 12 1,173 
4,032740 4,032

U n ite d  S ta tes  im p o rts , to ta l. 704 40 744 870 139 1,009 405 1,131 1,536

704 40 744 870 139 1,009 405 386 791
745 745

U n ite d  S ta tes  exp or t su rp lu s  
( + )  o r im p o rt su rp lu s  ( —)

+659 + 872 +382

1943 1944 1945

U n ite d  S ta te s  exports , to ta l . 346 8, 290 8, 636 397 8,978 9, 375 529 3,902 4,431

“ C as h ” _____________
U nila te ra l tr a n s fe rs .......

346 192
8,098

538
8,098

397 405 
8, 573

802 
8, 573

529 1,086 
2,816

1,615 
2,816

U n ite d  S ta te s im p o rts , to ta l. 462 1,556 2,018 483 1,432 1,915 500 1,566 2,066

“ C as h ” ______ _____ _ 462 446
1,110

908
1,110

483 282
1,150

765 
1,150

500 334
1,232

834
1,232

U n ite d  S ta tes  exp ort su r 
p lu s ( + )  o r im p o rt su rp lus

-3 7 0 + 37 +781

U n i t e d  S t a t e s  D e f i c i t s  i n  1 9 4 3  a n d  1 9 4 4

T h e  tre n d  to w ard  im provem en t in  th e  ste rlin g  a re a ’s position  vis-à- 
v is th e  U n ite d  S ta te s w as accelerated  in  th e  years 1943 and  1944 as th e  
peak  o f U n ite d  S ta te s  w a r activ ities  ab ro ad  w as reached . Lend-lease 
tra n s fe rs  o f m erchand ise to  th e  s te r lin g  a rea  am oun ted  to  $8,098 m il-

11 T h e  n e t  o u t f lo w  o f  $ 1 7 7  m i l l io n  in  f o r e ig n  s h o r t - t e r m  c a p i t a l  i n  1 9 4 2 , s h o w n  in  t a b l e  2 8 , 
i s  c o m p o s e d  a l m o s t  e x c lu s iv e ly  o f  t h e  o u t f lo w  o f  $ 5 2 8  m i l l io n  r e p r e s e n t i n g  t h e  r e d u c t io n  o f  
a d v a n c e s  t h r o u g h  d e l i v e r ie s  o f  m a t e r i a l s ,  a n  in f lo w  o f  $ 1 5 6  m i l l io n  o f  n e w  a d v a n c e s  m a d e  
in  1 9 4 2 , a n d  a n  in f lo w  ( i n c r e a s e )  o f  U n i te d  K in g d o m  a n d  o t h e r  s t e r l i n g - a r e a  b a la n c e s  o f  
$ 1 9 3  m i l l io n .  T h e  d i f f e r e n c e s  b e tw e e n  t h i s  i n c r e a s e  o f  $ 1 9 3  m i l l io n  a n d  t h e  $ 3 0 5  m i l l io n  
g iv e n  in  t h e  W h i te  P a p e r  m e n t io n e d  a b o v e  p r o b a b ly  c o n s i s t s  p r i n c i p a l l y  o f  t h e  n e t  c h a n g e  
i n  U n i t e d  K in g d o m  g o ld  h o ld in g s  a r i s i n g  m a in ly  f r o m  n e w  p r o d u c t io n .
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lion  in  1943 and $8,573 m illion  in  1944— ap prox im a te ly  equal to  th e  
peak  d o lla r  volum e of U n ite d  S ta te s  ex ports  to  th e  w orld  in  1920. 
W hen p rice  increases are  take n  in to  account, th is  do lla r  volum e re p 
resen ted  p e rh ap s  six o r  seven tim es th e  average  1936-39 physica l 
volum e o f ex ports  to  th e  s te r lin g  area. C om pared  w ith  these  en o r 
m ous am ounts, “cash” exp orts  o f $538 m illion  in  1943 an d  $802 m il 
lion in  1944 w ere re la tiv e ly  in sign ifican t. T h e  1943 “cash” exports  
to th e  U n ite d  K in gdo m  o f ap p rox im ate ly  $215 m illion  rep resen ted  
only 40 pe rcen t o f th e  1936-39 average  va lue  and  only 30 pe rcen t o f 
th e  volum e. T h e  exp orts  to  th e  o th e r s te rlin g  a rea  countries, $323 
m illion , rep resen ted  118 pe rcen t of th e  average  1936-39 va lue  an d  87 
pe rcen t of th e  volume.

, A lm ost 40 pe rcen t o f th e  to ta l “cash” ex ports  to  th e  s te r lin g  area
in  1943 consisted  o f transac tio n s by  U n ite d  S ta tes  G overnm ent agencies 
a nd  included  sales fro m  m ilita ry  stocks ab road  of $78 m illion ,12 lend- 
lease tra n s fe rs  o f s ilve r va lued a t $30 m illion ,13 C om m odity  C re d it 

( -  C orpo ra tion  sales o f tobacco am o u n tin g  to  $72 m illion , an d  re im 
bu rsab le  lend-lease transac tio n s of $10 m illion . N e arly  a ll o f th e  in 
crease in  to ta l “cash” ex ports  in  1944 arose fro m  such tra n sa c tio n s ; 
s ilve r de liveries on c re d it in creased  to  $99 m illion , sales fro m  m ilita ry  
stocks to  $200 m illion , and  re im bursab le lend-lease tra n s fe rs  to  $38 
m illion . C om m odity C re d it C o rp o ra tio n  sales am ounted to  $60 m il 
lion.

W hile  “cash” exports  fe ll to  th e  low est levels o f th e  w ar pe rio d  in  
1943 a nd  1944, U n ite d  S ta te s pu rchases in  th e  ste rlin g  a rea  continued 
a t  h ig h e r  th a n  p re w a r levels. Inc reased  p ro cu rem en t by  th e  arm ed  
forces in  th e  field a nd  by p r iv a te  im po rte rs  b ro u g h t to ta l paym en ts 
fo r  m erchand ise to  $908 m illion  in  1943, w hile some decline in  p ro 
cu rem en t by  U n ite d  S ta te s  G overnm ent c iv ilian  agencies accounted 
fo r  a decline to  $765 m illion  in  1944. In s te a d  o f very  la rg e  su rp luses 
as in  th e  previous w a r years, th e  U n ite d  S ta te s  experienced a deficit 
o f $370 m illion  on m erchand ise tra d e  in  1943 a nd  a sm all su rp lu s of 
$37 m illion  in  1944.

E x p e n d itu re s  by th e  U n ite d  S ta tes  a rm ed  forces rose  co rrespond 
ing ly  as th e  figh ting  in  a ll  p a r ts  of th e  w orld  reached  its  c lim ax  in  
1943 and 1944. N e t expe nd itu res  in  th e  ste rlin g  area  clim bed to  $465 
m illion  in  1943 a nd  to $673 m illion  in  1944 (see tab le  30). O n o th er  
services, th e  U n ite d  S ta te s con tinued  to  have  la rg e  rece ip ts  balances. 
M otion -p ic tu re  re n ta l rece ip ts  declined fro m  1942, since rem ittances 

r- * w ent back to  a c u rre n t basis. B u t th e  lack  o f com petition fro m  m ost 
E u ro p e a n  sources of films, as well as increased th e a te r  a ttendance  stem 
m ing  fro m  h ig h  w artim e incom es in  th e  s te r ling -area  coun tries a n d  the  
presence o f la rg e  num bers of A m erican  troop s, resu lted  in  rem ittances 

' a lm ost th re e  tim es those  o f p re w ar years. F re ig h t an d  sh ip p in g  re 
ceip ts also in creased  as th e  p a rtic ip a tio n  o f A m erican  vessels in  c a rry 
in g  U n ite d  S ta te s ex ports  becam e g re a te r  a nd  as f re ig h t  ra te s  con 
tin u e d  to  rise.

N o la rg e  va ria tio n s occu rred  in  o th er  service item s. Som e decline 
in  paym en ts on ste rlin g -a re a  investm ents occurred, ow ing to  th e  effects 
o f th e  liq u id a tio ns  o f th e  early  w a r y ears a n d  to  increased U n ite d

12 C o n s is t s  p r i n c i p a l l y  o f  s a le s  b y  t h e  A rm y , d i r e c t l y  o r  t h r o u g h  c o n t r a c t o r s ,  o f  fo o d , 
c lo th in g ,  a n d  o t h e r  s u p p l ie s  a n d  m a t e r i a l s  n e c e s s a r y  f o r  t h e  m a i n t e n a n c e  o f  c i v i l i a n  la b o r .

13 F r o m  1 9 4 3  t h r o u g h  1 9 4 5 . l a r g e  q u a n t i t i e s  o f  s i l v e r  w e r e  t r a n s f e r r e d  u n d e r  le n d - le a s e  
o n  a  lo a n  b a s is  to  I n d i a ,  t h e  U n i te d  K in g d o m , A u s t r a l i a ,  a n d  a  n u m b e r  o f  o th e r  c o u n t r i e s ,  
n r i n c i p a l l y  f o r  c u r r e n c y  p u r p o s e s .  T h i s  s i l v e r  m u s t  b e  r e p a id  in  k in d  w i t h i n  a  p e r i o d  o f  
5 y e a r s  f r o m  t h e  e n d  o f  t h e  w a r .
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S ta te s  w ith ho ld in g  taxes on incom e. O f th e  rem ain in g  services, th e  
m ost no tew o rth y  w ere th e  s te rlin g -a re a  coun tries’ expe nd itu res  in  th e  
U n ite d  S ta te s fo r  th e  m ain tenance  o f p u rc h a s in g  m issions an d  d ip lo 
m atic  establishm ents, a n d  in su rance  a n d  re in su ran ce  paym en ts by  th e  
U n ite d  S ta te s to  th e  U n ite d  K in gdom . B o th  these  item s w ere sub 
s ta n tia l, w ith  n e t in su rance  a nd  re in su rance  paym en ts am oun ting  to  
$22 m illion  in  each year.

Tabl e 30.— “ C a s h ”  s e r v i c e s  t r a n s a c t i o n s  o f  t h e  U n i t e d  S t a t e s  w i t h  t h e  s t e r l i n g

a r e a ,  1 9 J t 0 - 4 5

[In  m il lio ns  of dollars]

I te m 1940 1941 1942 1943 1944 1945

U n ite d  S ta te s  rece ip ts , to ta l- .................................. . . . 251 339 516 527 643 646

G ov e rn m e n t services 1............ .................. .............. 7 17 20 43 153 90
F re ig h t a n d  sh ip p in g . ............................................. 84 137 161 171 167 245
Inco m e on  in v e s tm e n ts ....... ..................... .............. 77 66 81 78 80- 76
T ra v e l_____________ ________________ _____ 7 7 23 18 27 28
O th e r serv ices___ ___________ _______ _______ 7G 112 231 217 216 207

U n ite d  S ta tes  p a y m e n ts , t o ta l___________________ 276 341 568 834 1,145 900

G o v e rn m e n t serv ices i ....... .......................... ........... 2 . 40 311 508 826 563
F re ig h t a n d  s h ip p i n g ___ _____ ______ _______ 58 73 74 111 64 69
Inc o m e o n  i n v e s t m e n t s . ______ _____________ 74 60 49 43 46 47
T ra v e l ......................... .................................. ........... 7 9 8 9 20 31
O th e r serv ices ........... . ........... ........... ........... ........... 135 159 126 163 189 190

E xcess of p a y m e n ts  ( —) ................ . ................... ........... - 2 5 - 2 - 5 2 -3 0 7 -5 0 2 -2 5 4

1 D oe s  n o t in c lud e  re ce ip ts  o r ex p en d itu re s  on  G ov e rn m e n t a c co u n t for incom e on  in v e s tm e n ts  (in te re st  on 
loans) o r for fr e ig h t a n d  sh ip p in g  tra n sa c tio n s , b u t  ex p e n d itu re s  for G o v e rn m e n t tr a v e l a re  in c lud ed .

I n  a ll, U n ite d  S ta te s  ne t rece ip ts  on services o th er  th a n  G overnm ent 
transac tio n s averaged  $165 m illion  in  1943 and  1944. O n  a ll services 
accounts in c lud in g  th e  G overnm en t account, th e  U n ite d  S ta te s h a d  ne t 
deficits o f $307 m illion  a nd  $502 m illion. T og e th er  w ith  th e  balances 
on m erchand ise  account, th e  U n ite d  S ta te s  cu rren t-a cco un t deficits 
am ounted  to  $676 m illion  an d  $465 m illion . T h is  s itu a tio n  w as reflected 
in  th e  g ro w th  o f U n ite d  K in gdo m  balances in  1943 a nd  th e  pu rchase 
a nd  w ith d ra w a l o f $696 m illion  in  go ld  by th e  U n ite d  K in gdo m  in  
1944.

S t e r l i n g - A r e a  D e f i c i t  R e e m e r g e s  i n  1 9 4 5

T he  p a tte rn  o f tra n sa c tio n s betw een th e  U n ite d  S ta te s  an d  th e  s te r 
lin g  a re a  rev erted  in  1945 to  th a t  p re v a ilin g  in  th e  y e a rs  1940 th ro u g h  
1942, w ith  a huge U n ite d  S ta te s su rp lu s  on m erchand ise a nd  services ac 
coun t ag a in  a pp ear in g . T h is  w as due p rin c ip a lly  to  th e  se ttlem en t of 
th e  lend-lease a nd  th e  rec ip roc al-a id  a c c o u n t14 u n d e r w hich $472 m il 
lion  o f lend-lease  goods a nd  $60 m illio n  of su rp lu s w ar p ro p e r ty  w ere 
tra n s fe rre d  a g a in s t th e  $532-m illion c re d it p ro v ided  in  th a t  agreem ent. 
I n  a dd itio n , $112 m illion  in  lend-lease  goods w ere inc luded  in  “cash” 
tra d e  a nd  offset a g a in s t rec ip ro ca l-a id  tra n s fe rs  to  th e  U n ite d  S ta te s 
an d  sum s due  to  th e  U n ite d  K in gdo m  in  th e  se ttlem en t o f va rio us claim s 
a ris in g  ou t o f th e  w ar. D ire c t sales by  U n ite d  S ta te s  G overnm ent 
co rpo ra tions, ch iefly  th e  C om m odity C re d it C o rp ora tio n , am oun ted  
to  $206 m illion , a n d  add it io n a l loans o f s ilver on c re d it am ou n ting  to  
$104 m illion  w ere  m ade. R eim bursab le lend-lease, o th er  su rp lu s p ro p 
e rty , and  m ilita ry  sales am oun ted  to  $132 m illion . I n  a ll, th e  above

14 S e e  p . 1 2 1 .
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G overnm en t “cash” m erchand ise tra n sa c tio n s am oun ted  to  $1,086 
m illion , w hich , to g e th e r w ith  p r iv a te  ex ports  of $529 m illion , resu lted  
in  to ta l rece ip ts  on m erchand ise  accoun t o f $1,615 m illion , o r m ore  
th a n  double th e  1944 to ta l.

Im p o rts  also  continued  a t  th e  p rev ious h ig h  levels, am ou n ting  to  
$834 m illion , b u t  th e  U n ite d  S ta te s  e x p o rt ba lance w hich  em erged w as 
$781 m illio n  as a g a in st on ly  $37 m illion  in  1944. T h is  a m ou n t w as 
offset on services account to  th e  e x ten t o f $254 m illion , h a lf  th e  U n ite d  
S ta te s deficit in  1944, as U n ite d  S ta te s a rm ed  forces expend itu res de 
creased sh a rp ly  w ith  th e  end in g  o f th e  w ar a nd  as U n ite d  S ta te s  
f re ig h t an d  sh ip p in g  rece ip ts  c lim bed w ith  r is in g  f re ig h t ra tes . T he  
ste rlin g -a re a  deficit on m erchand ise a n d  services of $528 m illion  was 
liq u id a ted  ch iefly  th ro u g h  th e  g ra n t  o f c re d it m entioned above. B u t 
i t  also  req u ired  a red uc tion  o f U n ite d  K in gdo m  a n d  o th er s te rling -  
a rea  sh o rt- te rm  d o lla r  assets o f $130 m illion .

JT" B r i t i s h  B a l a n c e - o f - P a y m e n t s  P r o b l e m

T h e  n e t effect o f th e  tra n sa c tio n s o f th e  ste rlin g  a rea  w ith  the  
U n ite d  S ta te s  since 1940 has been to  p e rm it th e  U n ite d  K in gdo m  to  
reg a in  a su bs ta n tia l p o rtio n  of th e  go ld  a nd  do lla r  reserves lo st d u r 
in g  th e  w ar. B u t, in  te rm s o f its  a b il ity  to  ba lance  its  in te rn a tio n a l 
accounts a nd  l i f t  th e  s ta n d a rd  o f liv in g  of its  people fro m  th e  low 
levels of th e  w ar a n d  im m ed iate  p os tw ar pe riod , B r i ta in ’s  w ar effort 
ha s cost i t  dearly . I t s  expe nd itu res  in  th e  n e x t few  years  fo r  goods 
and  services in  volum es com parab le  w ith  those o f p re w a r y ears w ill, 
because o f h ig h e r prices, involve  f a r  g re a te r  th a n  p re w a r  outlays. 
A t  th e  sam e tim e, its  in te rn a tio n a l resources a n d  e a rn in g  capac ity  nave 
sh a rp ly  declined.

A s a re su lt o f th e  h ig h  degree  o f m ob iliza tion  fo r  w ar, th e  volum e of 
B r itis h  expo rts  sh ra n k  to  a th ird  o f i ts  p re w ar level an d  th e  efficiency 
o f B ritis h  p rod u ctio n  g re a tly  de te rio ra ted .13 * 15 16 F o re ig n  m ark ets  fo r  a 
volum e o f ex ports  equal to  th a t  o f p re w a r could  n o t be reg ain ed  be 
fo re  th e  end  o f 1946,10 i t  w as estim ated. S h ip p in g  incom e w ould be 
su b sta n tia lly  sm aller th a n  p re w ar , since th e  B ritis h  m erchand ise  fleet 
h a d  been recluced to  th re e -fo u rth s  th e  to nnage  availab le  as o f th e  o u t 
b re ak  o f th e  w ar.

T h e  liq u id a tio n  o f A m erican  assets (described  on p rev ious pages) 
w as on ly  a  p o rtio n  o f th e  to ta l c arried  ou t d u r in g  th e  w a r by  th e  
U n ite d  K ingdom . I n  a ll, the  B ritis h  disposed o f oversea investm ents 

' to  th e  va lue  o f $4,500 m illion  betw een S ep tem ber 1939 an d  J u n e  1945. 
I n  a dd itio n , th e  huge  cash expend itu res by  th e  U n ite d  K in gdo m  in  th e  
conduct o f th e  w ar increased its  oversea debt fro m  $1,920 m illion  to  
$13,500 m illion  by  J u n e  1945 ($14,100 m illion  on D ecem ber 31, 1945). 
T h e  in te re s t payab le  on th is  huge  debt p lus th e  loss o f incom e on over 
sea assets w ould, i t  w as estim ated , reduce B r i ta in ’s ne t incom e on 
inves tm en t accoun t to  abou t h a lf  th a t  o f 1938.

G overnm en t expend itu res, in sign ifican t before th e  w ar, w ould be o f 
considerable  im p ortanc e  in  th e  im m ed ia te fu tu re , because o f occupa 
t io n  expenses in  enem y coun tries a nd  o th er  pos tw ar com m itm ents.

T h e  increase in  th e  volum e o f expo rts  w hich  w ould be necessary to  
p a y  fo r  th e  p re w ar volum e o f im p orts , a f te r  a llow ing  fo r  th e  decline

13 F o r  f u l l  d a t a  o n  t h e  B r i t i s h  b a la n c e - o f - p a y m e n ts  p ro b le m  a s  i t  a p p e a r e d  in  m id -1 9 4 5 ,
s e e  t h e  W h i te  P a p e r : S t a t i s t i c a l  M a t e r i a l  P r e s e n t e d  D u r in g  t h e  W a s h in g to n  N e g o t ia t io n s ,
C m d . 6 7 0 7 , f r o m  w h ic h  t h e  f o l lo w in g  o u t l i n e  h a s  b e e n  t a k e n .

16 A c tu a l ly ,  a s  i t  d e v e lo p e d , t h e  p r e w a r  v o lu m e  w a s  r e g a in e d  b y  J u l y  1 9 4 6 .
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in  o th er  sources o f incom e and  assum ing a doub ling  o f im p o rt and  
ex po rt p rices over th e  1938 level, is o f  th e  o rd e r  o f 50 percent. B u t i t  
w as estim ated  th a t  added requ irem en ts fo r  w ork in g  cap ita l to  finance 
oversea tra d e , fo r m a in ta in in g  th e  s ta n d a rd  of liv ing  o f a la rg e r  p op u 
la tion , an d  fo r  rep ay in g  w ar an d  po stw a r debts w ould req u ire  a volum e 
o f expo rts  75 pe rcen t above th a t  o f 1938. B efore  th is  goal could be 
reached , a deficit on c u rre n t account in  1946 o f $3,000 m illion  was 
foreseen,17 and  $2,000 m illion  fo r  1947 an d  1948 taken  together.

A m e r i c a n  A s s i s t a n c e

T h e  exchange resources availab le  to  th e  U n ite d  K in g d o m 18 a nd  the  
fu n d s  w hich  m ig h t become availab le  fro m  th e  In te rn a tio n a l M one 
ta ry  F u n d  ($325 m illion  p e r  ye ar  a t th e  m axim um ) could no t cover „
deficits o f th e  size estim ated  in  th e  W h ite  P a p e r .19 N or could  fu r th e r  
liqu ida tions  o f B ritis h  oversea investm ents be counted  upon to p rov ide  
m uch ad d it io n a l m oney, since th e  m ost m arke tab le  securities h ad  
a lre ady  been so ld o r p ledged . ''V

O n th e  basis o f th e  analysis  in  th e  W h ite  P a p e r , nego tia tions fo r  
d ire c t a id  to  th e  U n ite d  K in gdo m  w ere en tered  in to  betw een th e  
G overnm en ts o f th e  U n ite d  S ta te s a nd  th e  U n ite d  K in gdo m  in  N o 
vem ber 1945. A n  agreem ent w as announced by P res id e n t T ru m an  
on D ecem ber 6, 1945,20 a nd  ra tified  by  th e  U n ite d  S ta te s  C ongress in  
J u ly  1946. T h is  ag reem en t p ro v ided  fo r  th e  extension o f a line  of 
c re d it to  th e  U n ite d  K ingdom  in  th e  am oun t of $3,750 m illion  to  be 
availab le  u n til  D ecem ber 31, 1951. Service  charges a re  to  begin on 
th a t  da te  and  are  to  consist o f  50 equal ann ua l in sta lm en ts, in c lud 
in g  in te re st a t  2 percen t pe r annum  on the  am oun t o u ts tand in g  a t the  
beg inning o f each year.

T o  ease th e  conditions o f rep ay m en t w hen the  “ p resen t and  p rospec 
tive  cond itions o f in te rn a tio n a l exchange and  th e  level o f th e  U n ited  
K in gdo m ’s go ld  a nd  fo re ign  exchange reserves” m ake i t  necessary 
to  do so, th e  ag reem en t p rov ides th a t  the  U n ite d  S ta te s w ill g ra n t a 
w aiver o f in te re s t in  c er ta in  circum stances. Specifically, th is  w aiver 
is  conditioned  upo n  th e  certifica tion  by  th e  In te rn a tio n a l M onetary  
F u n d  th a t  th e  U n ite d  K in g d o m ’s incom e fro m  expo rts  an d  ne t serv 
ices fo r  th e  five p reced in g  years w as on th e  average  less th a n  its  im 
p o rts  d u r in g  th e  pe rio d  1936-38 (he re  fixed a t  $866 m illion ) as such 
figure m ay be ad jus ted  fo r  im po rt p rice  changes.

, O ne o f th e  sta ted  purposes o f th e  loan  w as to  a id  th e  U n ite d  K in g 
dom  in  assum ing th e  obliga tions in h e re n t in  a m u ltila te ra l system  of 
w orld  tra de . I n  recogn ition  o f th is  aim , th e  U n ite d  K in gdom  agreed 
to  p e rm it a ll  s te r ling -area  coun tries, w ith in  1 year  fro m  th e  effective 
da te  of th e  ag reem en t, to  dispose free ly  o f th e ir  rece ip ts  of s te r lin g  
earned  in c u rre n t tra nsac tio n s w ith  th e  U n ite d  K ingdom . T h is  p ro 
v ision w ill have th e  effect o f  doing  aw ay w ith  th e  w artim e  operations 
o f th e  ste rlin g -a rea  do lla r  pool. I n  add itio n , effective im m edia te ly, 
th e  U n ite d  K ingdom  ag reed  no t to  a p p ly  exchange contro ls in  such 
a m ann er as to  re s tr ic t paym en ts on c u rre n t account to  th e  U n ited

17 T h e  a c t u a l  d e f ic i t  a m o u n te d  to  $ 1 ,6 0 0  m il l io n .  S ee  p . 1 21 .
18 N e t  h o ld in g s  o f  g o ld  a n d  d o l l a r s  w e r e  e s t i m a t e d  a t  $ 1 ,8 4 0  m i l l io n  a s  o f  O c to b e r  3 1 , 

1 9 4 5 , in  t h e  W h i te  P a p e r .
19 A l th o u g h  t h e  I n t e r n a t i o n a l  B a n k  o f fe re d  g r e a t e r  p o s s ib i l i t i e s  f o r  “ e c o n o m ie s  d e s t r o y e d  

o r  d i s r u p t e d  b y  t h e  w a r , ”  t h e  u s e  o f  i t s  f a c i l i t i e s  h a d  n o t  b e e n  c o n s id e r e d ,  in  v ie w  o f  t h e  
m o re  im m e d ia te  p la n s  f o r  b a la n c e - o f - p a y m e n ts  a id .

20 “ F in a n c i a l  A g r e e m e n t  b e tw e e n  t h e  G o v e r n m e n ts  o f  t h e  U n i te d  S t a t e s  a n d  t h e  U n i te d  
K in g d o m .” S ee  S t a t e  D e p a r tm e n t  B u l le t in ,  r o l .  X I I I ,  N o . 3 3 7 , D e c e m b e r  9 , 1 9 4 5 .
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S ta te s  o r th e  use o f s te r lin g  balances a ris in g  o u t of c u rre n t tra n s 
actions a n d  ow ned by  U n ite d  S ta te s residents .

T h e  U n ite d  K in gdo m  also com m itted  itse lf  to  l i f t ,  w ith in  1 year, 
res tr ic tio n s on paym en ts a n d  tra n s fe rs  fo r  c u rre n t transac tio n s in  re-  ̂
spect o f a ll  countries. I t  fu r th e r  ag reed to  en te r in to  nego tia tio ns  w ith  
coun tries h o ld in g  blocked ba lances look ing  to w ard  th e  se tt lin g  o f 
such balances, fre e in g  a p o rtio n  of them  fo r  use in  o th e r cu rrency  
areas.

I n  a  “S ettle m en t fo r  L end-L ease , R eciprocal A id , S u rp lu s  W a r  
P ro p e r ty  a nd  C la im s” 21 a ris in g  ou t o f th e  conduct o f th e  w ar, th e  
U n ite d  K ingdom  ag reed to  p ay  th e  U n ite d  S ta te s  $650 m illion , subject 
to  accoun ting  ad jus tm en ts fo r services and  supp lies fu rn ish ed  th ro u g h  
lend-lease  an d  rec ip rocal-a id  channels  a f te r  V J-d a y . P ay m en ts  by 
th e  U n ite d  K in gdo m  on th is  c re d it w ere to  be m ade on th e  same term s 
as those  specified fo r  th e  rep ay m en t o f th e  cre d it p rov id ed  in  th e  
L o an  A greem en t.

I n  a sep ara te  sta tem en t, th e  tw o G overnm ents in d ica ted  th e ir  agree 
m en t on a  set o f p r in c ip le s 22 designed to  p rom ote  m u lti la te ra lism  in  
w orld  tra d e . T hese  dea l w ith  th e  re lax a tio n  o r  abo lition  o f (1) ta riffs  
and  p re fe re n tia l agreem ents, (2) q u a n tita tiv e  re stric tio ns  on im ports , 
(3) subsidies on exports , (4) car te l a rrang em e n ts, (5) s ta te  tra d in g , 
a nd  (6) o th er  ty pes o f b a rr ie rs  to  free  tra d e . T hese  p roposals  w ere 
p re sen ted  to  o th e r governm en ts an d  a p re lim in a ry  c h a r te r  fo r  an  
In te rn a tio n a l T ra d e  O rg an iza tio n  w as d ra w n  up. A t th e  p resen t 
w ritin g  (J u n e  1947), de legates fro m  18 n a tio ns  a re  m eeting  a t G eneva 
in  o rde r to  agree  on concrete m easures fo r  fa c ilita tin g  m u ltila te ra l 
trade .

O u t l o o k  f o r  U n i t e d  S t a t e s - S t e r l i n g  A r e a  T r a n s a c t i o n s

D evelopm ents d u r in g  1946 have borne  ou t to  a su bs ta n tia l degree th e  
analysis  a nd  fo recasts  m ade in  th e  W h ite  P a p e r  p resen ted  in  th e  nego 
tia tio ns  fo r  th e  $3,750-m illion U n ite d  S ta te s loan  to  th e  U n ite d  K in g 
dom. T h e  U n ite d  K in gd om ’s ba lance-of-paym en ts deficit o f £400 
m il l io n 23 in  1946 rep resen ted  a g re a t im provem en t upon  th e  deficit 
o f  £750 m illion  a n tic ip a ted  in  th e  W hite  P ap e r . B u t th e  circum stances 
su rro u n d in g  th is  im provem en t in d ica te  continued  ba lance-o f-paym en ts 
difficulties a nd  re s tr ic te d  liv in g  s ta n d a rd s  fo r  th e  B ritis h  people.

I n  th e  first p lace, th e  physica l volum e o f im po rts  in to  th e  U n ited  
K in gdom  rose to  only  a l i t t le  m ore  th a n  tw o -th ird s  th a t  o f 1938. P r i 
m ar ily , th is  rep resen ted  a fa ilu re  to  fu lfill th e  m inim um  im p o rt p ro 
g ram  covering  consum er goods and  in d u s tria l m ateria ls  a nd  m achinery  
considered essen tia l fo r  reconstruc tion . M oreover, in stead  o f th e  spe 
c ialized m ach inery  an d  u rg e n tly  needed in d u s tr ia l raw  m a te ria ls  w hich 
th e  U n ite d  K in gdo m  hoped  to  im p o rt from  th e  U n ited  S ta tes, expend i 
tu re s in  th e  U n ite d  S ta te s have  been p rin c ip a lly  fo r  consum er goods. 
I n  th e  6 m on ths fro m  J u n e  to  D ecem ber 1946, fo r  exam ple, o f to ta l 
B ritis h  expe nd itu res  in  th e  U n ite d  S ta te s fo r  c iv il im po rts  a nd  films 
am o u n tin g  to  $496 m illion , 56 pe rcen t have  been fo r  food  an d  tobacco 
a n d  7 pe rcen t fo r  films, w hile only  11 pe rcen t w ere fo r  raw  m ateria ls , 
12 pe rcen t fo r  pe tro leum  p rod uc ts , a nd  14 pe rcen t fo r  m achinery^

21 “ J o i n t  S t a t e m e n t  R e g a r d in g  S e t t l e m e n t  f o r  L e n d - L e a s e ,  R e c ip r o c a l  A id , S u r p l u s  W a r  
P r o p e r t y  a n d  C la im s ,”  ib id .

22 “ P r o p o s a l s  f o r  C o n s id e r a t io n  b y  a n  I n t e r n a t i o n a l  C o n f e r e n c e  o n  T r a d e  a n d  E m p lo y 
m e n t ,”  ib id .

23 N a t i o n a l  I n c o m e  a n d  E x p e n d i t u r e  o f  t h e  U n i te d  K in g d o m , 1 9 3 8  t o  1 9 4 6 , H M S O , C m d . 
7 0 9 9 , A p r i l  1 9 4 7 .
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ships, a n d  o th er  m an u fa c tu red  p rod u cts  ( in c lu d in g  some consum er 
goods). G row ing  dem ands in  th e  U n ite d  K in gdo m  fo r  m ore free ly  
av ailab le  foodstuffs a n d  o th er  consum er goods m ay s til l  f u r th e r  in 
crease th e  ra te  o f im p o rta tio n  o f such item s, w hich , by  O ctober o f 1946, 
h a d  a lrea d y  reached fo u r-fifth s  o f th e  1938 level.

O n  th e  e xp or t side, a  m ore  encourag ing p ic tu re  is p resen ted , th e  
volum e o f ex ports  h a v in g  reached  th e  1938 level by  J u ly  a nd  su rp ass 
in g  th a t  level each m o n th  u n til th e  end of th e  year. B u t by th e  la st 
q u a r te r  o f 1946, th e  h ig h  r a te  o f increase  o f 1945 an d  th e  early  p a r t  of 
1946 h a d  slow ed and  th e  r is in g  tre n d  o f ex ports  app eared  to  have 
reached  a p la teau . T he  p rospects fo r  continued  sho rtages o f raw  
m a te ria ls  a nd  la g g in g  e xp or t p rod uc tion , as well as increased  com peti 
t io n  in  ex p o rt m arke ts , m ay slow th e  ra te  o f increase  in  e xports  in  1947 
even below  th e  lessened ra te  o f the  la s t  m on ths o f 1946.

O ne o f th e  m ost u n favo rab le  aspects o f th e  U n ite d  K in gd om ’s 
d riv e  fo r  a volum e o f exports  75 pe rcen t above th e  1938 level is th e  fa c t 
th a t  th e  sm allest ga ins have  been m ade w ith  th e  coun tries w hich  loom  
la rg es t in  th a t  co u n try ’s to ta l expend itu res  ab road . E x p o rts  to  th e  
U n ite d  S ta tes, fo r  exam ple, w ere  only $156 m illion , com pared  w ith  $118 
m illion  in  1938, an  increase  o f ,32 pe rcen t in  va lue  b u t a d rop  o f 40 
pe rcen t in  volum e. U n ite d  K in gdo m  im po rts  fro m  the  U n ite d  S ta tes, 
on th e  o th er  h an d , rose to  $856 m illion , an  increase  o f 64 pe rcen t above 
1938, a nd  th e  tra d e  deficit th u s am oun ted  to  th e  hu ge  sum  o f $700 
m illion . A m ong o th er  coun tries w ith  w h ich  s im ila r  s itua tion s ex ist 
a re  C anada , A rg e n tin a , Sw eden, a nd  Cuba. W hen  th e  U n ite d  K in g 
dom ’s continued  needs fo r  food, in d u s tr ia l m anu fac tu res , an d  raw  
m ater ia ls  fro m  these  coun tries a re  considered in  th e  lig h t o f its  fa ilu re  
to  expand  expo rts  to  them  d u rin g  a pe rio d  o f peak  economic ac tiv ity , 
li t t le  redu ction  in  th e  size o f th e  ba lance-of-paym en ts deficit can be 
foreseen.

A ccord ing  to  th e  C hancellor of th e  E xchequer, th e  size o f th e  U n ite d  
K in gdom  deficit a n tic ip a ted  f o r  1947 m ay be p u t a t  £400 m illion , equal 
to  th e  1946 deficit, o r  p e rh ap s even la rge r. T h e  deficit w ith  th e  “h a rd  
cu rrency” coun tries m ay be la rg e r  y e t i f  th e  un favorab le  tre n d  of 
tra d e  w ith  those  coun tries continues. I t  is estim ated  th a t  d raw ing s 
on th e  $3,750 m illio n  U n ite d  S ta te s loan  in  1947, fo r  th e  d ire c t deficit 
w ith  th e  U n ite d  S ta te s, as w ell as fo r  do lla r  paym en ts in  connection 
w ith  th e  occupation  o f G erm any  a nd  fo r  possib ly  increased conversion 
o f o ther c oun tries’ s te rlin g  ho ld ings, w ill am ou n t to  $1 b illion  in  a d d i 
tio n  to  th e  $2,050 m illion  a lre ady  d ra w n  by  J u n e  30, 1947. T h is  ra te  
o f w ith d ra w a l suggests th e  possib ility  o f th e  exhaustion  o f th e  cre d it 
early  in  1948.

T r a n s a c t io n s  W ith  C a n a d a

T he developm ent o f th e  C an ad ian  economy d u r in g  th e  w a r years 
w as rem arkab le . U n d e r th e  stim u lus o f w ar-bo rn  necessity , C anada  
extended its  pos ition  as one o f th e  w o rld ’s g rea tes t p roducers o f raw  
m ate ria ls  by  develop ing  th e  o u tp u t o f such p ro d u cts  as m ica, tu ng sten , 
chrom ium , m olybdenum , m ercu ry , pe tro leum , iro n  ore, a lum inum , 
chem icals, p lastics , a n d  sy n the tic  rubber.

T he  g rea te st p rog ress w as m ade in  th e  in d u s tria l field, how ever. 
T he  v ast expansion of ex istin g  p la n t a nd  th e  construc tion  o f new 
p rodu ctive  fac ilities  w h ich  w ere u n d e rta k e n  by  bo th  p riv a te  in d u stry  
a nd  G overnm en t d u r in g  th e  w a r m ade C an ad a  one o f th e  w orld ’s
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Tabl e 31.—T ra n sa c tions o f th e  U nited  S ta te s  w ith  C anada , 1940-45

[ In  m illions  of dollars]

I te m 1940 1941 1942 1943 1944 1945

I . R eceip ts , t o t a l . ............................. ..................... ........ 1,116 1,352 1, 645 2,019 2,107 1,827

A . G oods a n d  services, to ta l___________ ______ 1,054 1,300 1, 546 1,800 1,858 1,600
1. G oods-------  ---------------------------- ------ - 722 998 1, 234 1,459 1,487 *1, 210
2. Inco m e on  in v e s tm e n ts  _______________ 232 216 216 205 206 205
3. O th er  s e rv ic e s .._______ _______________ 100 86 96 136 165 185

B . U nila te ra l tran sfers ..... ........ ......... .................. . 14 6 17 24 22 22
C . L on g-te rm  c a p ita l, to ta l ....... ............. ................ 48 46 82 195 227 205-

1. M o v e m en ts  of U n ite d  S ta te s  ca p ita l in-
v es te d  a b ro a d ___ ______ ____ _________ 46 46 81 195 196 205'

2. M o v e m en ts  of fo re ign ca p ita l in v e s te d  in
2 1 31

I I .  P a y m e n ts , to ta l . ......... . .................. .............. ........... 716 966 1,353 2,188 2,047 1,868

A . G oods a n d  serv ices, to ta l__________ _______ 634 829 1,175 1, 794 1,733 1,345
1. G oods---------------------------------------------- 447 622 942 1,447 1,317 999
2. In c o m e  o n  in v e s tm e n ts ______ _  ___ _ 36 34 37 33 32 35
3. O th er  serv ices______ ____ ___________ 151 173 196 314 384 311

B . U n ila te ra l tran sfers _______________________ 17 19 20 25 22 18-
C . L on g-te rm  c a p ita l, to ta l ......... .  __ ............... 65 118 158 369 292 505

1. M o v e m en ts  of U n ite d  S ta te s  ca p ita l in-
v es te d  a b ro a d . .............. .............  _ .......... 50 89 157 356 291 406

2. M o v e m en ts  of fore ign ca p ita l in v es te d  in
U nite d  S ta te s ______________________ 15 29 1 13 1 99

I I I .  Excess of re ce ip ts  (- f) or p a y m e n ts  (—), to ta l___ +400 + 386 + 292 -1 6 9 + 6 0 - 4 1

A . G oods a n d  s e rv ic e s .---------- ---------------------- + 420 +471 +371 + 6 + 125 + 2 5 5
- 3 - 1 3 - 3 - 1 + 4

N e t  goods a n d  services a n d  u n ila te ra l transfers . + 417 + 458 + 368 + 5 + 1 2 5 + 2 5 9
C . L on g-te rm  c a p ita l---- -------- ------------ ------- - - 1 7 - 7 2 - 7 6 -1 7 4 - 6 5 -3 0 0

IV . N e t inflow  ( + )  o r ou tflow  (—) of fu n d s  on  gold
a n d  sh o rt- te rm  ca p ita l acco u n t, t o t a l __________ -3 3 9 -2 6 5 -1 0 9 + 314 + 151 + 5 2 5
A . N e t  U nite d  S ta te s  gold sales ( + )  o r pu rchases

( - ) ___________________________________ -4 9 7 -2 0 5 -1 8 1 - 7 - 5 - 4 2
B . N e t  m o v e m e n t of U n ite d  S ta te s  sh o rt- te rm

ca p ita l a b ro a d ______________________ + 1 2 + 7 - 6 2 + 1 4 + 2 6 -34 .
C . N e t  m o v e m e n t of fo re ign sh o rt- te rm  ca p ita l in

U n ite d  S ta te s .............. . ........ ............. ............. + 146 - 6 7 + 134 + 307 + 130 + 601

V . E rro rs , om issions, a n d  th ir d -c o u n try  tr a n sa c tio n s .. - 6 1 -1 2 1 -1 8 3 -1 4 5 -2 1 1 -4 8 4

le ad ing  in d u s tria l na tions. C a p ita l em ployed in  tlie  m a n fa c tu r in g  
in d u stries  rose fro m  (C a n a d ia n ) $3,600 m illion  in  1939 to  $6,300 
m illion  in  1943. T h e  gross va lue  o f p rod u cts  o f th e  m a n u fa c tu r in g  
in d u strie s rose d u r in g  th e  sam e pe rio d  fro m  $3,500 m illion  to  $8,700 
m illion  a nd  am oun ted  to  $9,100 m illion  in  1944.24 A f te r  th e  end  o f  
th e  w ar, th e  expansion  o f in d u s try  continued, p r iv a te  in d u s try  sp en d 
in g  m ore  th a n  $1,000 m illion  in  1946 on in d u s tr ia l p la n t,25 60 percen t 
o f w hich  w as devoted to  m ach in ery  and  equ ipm en t a nd  th e  rem ain d e r 
to  new  construction .

C an ada ’s close economic re la tio nsh ip s w ith  th e  U n ite d  S ta te s w ere  
extrem ely im p o rta n t to  th is  g row th . A  la rg e  sh are  o f th e  m a te r ia ls  
a nd  equipm en t w h ich  w ent in to  th e  p la n t developm ent in  C anad a  w as 
im po rte d  fro m  th e  U n ited  S ta tes. T h is  w as m ade possib le in  a la rg e  
degree  by  th e  sale o f w a r m ater ia ls  to  th e  U n ite d  S ta te s as a re su lt 
o f th e  ag reem en t reached  in  A p r il  1941 a t  H y d e  P a r k  betw een th e  
G overnm ents o f th e  tw o N ations. I t  w as also a ided by a la rg e  inflow 
o f c ap ita l fu n d s  fro m  th e  U n ite d  S ta te s  a nd  by  th e  d ire c t ex pe nd itu res  
o f th e  U n ite d  S ta te s a rm ed  forces on defense p ro jec ts  un d er ta k e n  
jo in tly  w ith  C anada .

24 D e p a r tm e n t  o f  T r a d e  a n d  C o m m e rc e , D o m in io n  B u r e a u  o f  S t a t i s t i c s ,  C a n a d a  Y e a rb o o k , 
1 9 4 6  ; a n d  C a n a d a ,  1 9 4 7 . O ff ic ia l H a n d b o o k .

25 H o u s e  o f  C o m m o n s  D e b a te ,  A p r i l  2 9 , 1 9 4 7 , A p p e n d ix  to  B u d g e t ,  1 9 4 7 - 4 8 .
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A t th e  beg in n in g  o f th e  w ar, in  1940 an d  1941, these  fac to rs w ere 
n o t y e t operative . C an a d a ’s im p o rt requ irem en ts fro m  th e  U n ite d  
S ta te s  fo r  fu lfil lin g  U n ite d  K in gdom  w a r o rde rs a nd  fo r  its  ow n w ar 
p re p a ra tio n s  w ere so g re a t th a t  in  1940 its  v isible tr a d e  deficit a lm ost 
doubled  as com pared  w ith  1939. T og e th er  w ith  th e  u sual la rg e  ne t 
paym en ts on services, C an a d a ’s cu rren t-acco un t deficit w ith  th e  U n ite d  
S ta te s  am oun ted  to  $417 m illion ,20 * * * * * 26 o r abou t 55 pe rcen t above th e  1939 
figure. I n  1941, C an ada ’s deficit w as $458 m illion.

T h is  led  to  heavy liqu id a tio ns  o f C an ad ian  gold  an d  do lla r  reserves, 
th e  F o re ig n  E xchange  C o n tro l B o a rd  re p o rtin g  its  ba lances a t the  
end o f 1941 as $188 m illion , a g a in s t a to ta l o f $404 m illion  he ld  a t th e  
end o f 1939, a decline o f $216 m illion .27 I n  add itio n , $225 m illion  of 
go ld  received from  th e  U n ite d  K in gdom  wTas tra n s fe rre d  to  th e  U n ite d  
S ta te s , to ge th e r w ith  go ld  equ ivalent to  c u rre n t p rod uc tion . P r e 
v iously , C anad a  w as able to  l iq u id a te  its  u sual deficits w tih  th e  U n ite d  
S ta te s  by  tra n s fe r r in g  s te r lin g  earned  in  equally  pe rsis te n t surpluses 
on c u rre n t accoun t w ith  th e  U n ite d  K ingdom . B u t a t  th e  ou tb reak  
o f  w ar, w hen th e  U n ite d  K in gdo m  in s titu te d  exchange  con tro l, such 
tra n s fe rs  could no lo nger be m ade a nd  th e  d ra in  on C an ad ian  re 
sources occurred.

F ro m  1942 th ro u g h  1945, C an ada ’s cu rren t-accoun t deficits w ere very  
m uch sm aller, ow ing  p rin c ip a lly  to  heavy U n ite d  S ta tes  G overnm ent 
purchases re su lt in g  fro m  th e  H y de  P a r k  ag reem en t a nd  U n ite d  S ta tes  
a rm ed  forces expend itu res. T o ge th er w ith  heavy cap ita l flows fro m  
th e  U n ite d  S ta te s, c u rre n t go ld  p rod u ctio n  in  C anada , a nd  heavy d o lla r 
rece ip ts  fro m  th i r d  countries,28 th e  go ld  and  do lla r  ho ld ing s o f th e  
C an ad ian  F o re ig n  E xchange  C on tro l B o a rd  a t th e  end  o f 1945 w ere 
re p o rte d  a t $1,508 m illion , o r a lm ost fo u r  tim es th e  sum  he ld  a t  th e  
ou tb rea k  o f the  w ar.

M e r c h a n d i s e  T r a d e

T ra d e  betw een th e  U n ite d  S ta te s  a nd  C anad a  reached  reco rd  levels 
d u r in g  th e  w ar years. E a r ly  in  th e  w ar, C anad a  d rew  heav ily  on th e  
U n ite d  S ta tes fo r  cap ita l equipm en t in  o rd e r to  expand p rod u ctio n  on 
U n ite d  K in gdo m  account. A s th e  w a r becam e in tensified , B ritis h  
a n d  o th e r A llied  dem ands up o n  C an ad ian  p rod u ctio n , financed first 
by th e  b u ild in g  u p  o f C an ad ian  s te r lin g  balances, th e n  by  loans, and  
fina lly  th ro u g h  g if ts  u n d e r th e  C an ad ian  M u tu a l A id  p rog ra m , exerted

20 A l l  f ig u r e s  in  t h i s  s e c t io n  r e f e r  t o  C a n a d a  a n d  N e w f o u n d la n d  a n d  a r e  b a s e d  o n  D e p a r t 
m e n t  o f  C o m m e rc e  e s t i m a t e s .  B e c a u s e  o f  t h e  d i f f e r e n t  s o u r c e s  u s e d , i t  h a s  n o t  b e e n  p o s 
s ib l e  c o m p le te ly  to  r e c o n c i l e  t h e  f ig u re s  p r e s e n t e d  h e r e in  w i t h  t h e  e s t i m a t e s  in  “ T h e  C a n a 
d i a n  B a l a n c e  o f  I n t e r n a t i o n a l  P a y m e n t s ”  o f  t h e  D o m in io n  B u r e a u  o f  S t a t i s t i c s .  M o re o v e r ,
i t  s h o u ld  b e  n o t e d  t h a t  t h e  C a n a d i a n  e s t i m a t e s  in c lu d e ,  in  e f fe c t,  t h e i r  d o m e s t i c  g o ld  p r o d u c 
t i o n  a s  a n  e x p o r t  t o  t h e  U n i te d  S t a t e s ,  a l t h o u g h  o n ly  t h a t  p o r t i o n  a c t u a l l y  s o ld  t o  t h e
U n i te d  S t a t e s  w o u ld  a p p e a r  i n  o u r  e s t i m a t e s .

27 C a n a d ia n  F o r e ig n  E x c h a n g e  C o n t r o l  B o a r d ,  R e p o r t  t o  t h e  M in i s t e r  o f  F in a n c e ,  O t t a w a ,  
M a r c h  1 9 4 6 , p . 2 0 . I t  m a y  b e  n o t e d  t h a t  t h e  a c t u a l  lo s s  o f  g o ld  a n d  d o l l a r s  w a s  m u c h  
g r e a t e r  t h a n  t h e  d if f e r e n c e  b e tw e e n  t h e  tw o  y e a r - e n d  f ig u re s ,  s in c e  t h i s  d o e s  n o t  t a k e  in to  
a c c o u n t  t r a n s f e r s  o f  g o ld  p r o d u c e d  c u r r e n t l y  i n  C a n a d a .  S e e  s e c t io n  o n  “ G o ld  a n d  C a p i t a l  
M o v e m e n ts .”

28 W h i le  C a n a d a  c o u ld  n o t  c o n v e r t  s t e r l i n g  h o ld in g s  i n t o  d o l l a r s  in  t h e  U n i te d  S ta t e s ,  
f r o m  t im e  t o  t im e  t h e  U n i t e d  K in g d o m  t r a n s f e r r e d  d o l l a r s  t o  C a n a d i a n  a c c o u n t  a n d  o v e r  
t h e  w a r  p e r i o d  C a n a d a  r e c e iv e d  a b o u t  .$230  m i l l io n  f r o m  t h e  U n i te d  K in g d o m , in  a d d i t i o n  
t o  t h e  $ 2 2 5  m i l l io n  in  g o ld  r e c e iv e d  i n  1 9 4 0 . O n  t h e  b a s i s  o f  t h e  r e c o r d e d  t r a d e  s t a t i s t i c s ,  
C a n a d a  w o u ld  h a v e  h a d  t o  r e le a s e  d o l l a r s  o n ly  t o  L a t i n  A m e r ic a ,  a m o n g  t h e  m a j o r  t r a d i n g  
a r e a s  o f  t h e  w o r ld ,  a l t h o u g h  s p e c ia l  a g r e e m e n t s  w i t h  s e v e r a l  o f  t h e  A m e r ic a n  R e p u b lic s  
p e r m i t t e d  C a n a d a  t o  u s e  s t e r l i n g  o r  C a n a d ia n  d o l l a r s  i n  p a r t i a l  s e t t l e m e n t  o f  i t s  d e f ic i ts .  
A n  a g r e e m e n t  w i t h  B r a z i l ,  f o r  e x a m p le ,  w h ic h  o p e r a t e d  b e tw e e n  1 9 4 1  a n d  1 9 4 4 , p e r m i t t e d  
C a n a d a  to  m a k e  p a y m e n t  f o r  G o v e r n m e n t- p r o c u r e d  im p o r t s  to  t h e  e x t e n t  o f  50  p e r c e n t  in  
s t e r l i n g  a n d  5 0  p e r c e n t  in  U n i t e d  S t a t e s  d o l l a r s .  P r i v a t e  t r a d e  w i t h  B r a z i l  c o n t in u e d  
o n  t h e  n o r m a l  U n i te d  S t a t e s  d o l l a r  b a s i s .  C a n a d a ’s  t r a d e  w i t h  o t h e r  n o n s t e r l i im - a r e a  
c o u n t r i e s  r e s u l t e d  i n  l a r g e  e x p o r t  s u r p lu s e s  a n d  u n d o u b te d ly  c o n t r i b u t e d  s u b s t a n t i a l l y  
to  C a n a d ia n  r e c e ip t s  o f  U n i te d  S t a t e s  d o l l a r s .
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a very  stro n g  influence upon im po rts  from  th e  U n ite d  S ta tes—th e  only 
source o f m any o f th e  com ponent p a r ts  needed to  fill these  o rders. 
F in a lly , C an a d a ’s requ irem en ts fo r  its  ow n w a r effort a nd  fo r  th e  
h ig h e r  consum ption  levels stem m ing  fro m  th e  in tense  economic ac tiv 
i ty  o f th e  C an ad ian  people  also led  to  la rg e  im p o rts  fro m  th e  U n ite d  
S ta tes.

C a n a d i a n  W a r  P r o d u c t i o n  S p u r s  U n i t e d  S t a t e s  E x p o r t s

T h e  e x tra o rd in a ry  g ro w th  in  C an ad ian  economic a c tiv ity  is illu s 
t r a te d  in  th e  fo llow ing  d a ta :  F ro m  1939 th ro u g h  1944 gross n a tio n a l 
expend itu res in  C anad a  increased  fro m  (C an a d ia n ) $5.5 b illion  to  
$11.8 b illio n ; G overnm en t expe nd itu res  fo r  w a r purposes rose  in  th e  
sam e p e rio d  from  $75 m illion  to  $4.3 b illion .29 A n  in d ica tion  o f All ied 
p a r tic ip a tio n  is fu rn ished  in  th e  fo llow ing  e s tim a te s : O f to ta l C ana 
d ian  w a r p ro d u c tio n 30 in  th e  y e a r  ended M arch  31, 1943, 45 pe rce n t 
w as fo r  th e  U n ite d  K in gdo m  an d  o th e r coun tries, 19 pe rcen t fo r  th e  
U n ite d  S ta te s, a nd  35 pe rcen t fo r  C anad a  itse lf .31

A ll catego ries o f U n ite d  S ta te s  ex ports  were increased  by  th e  g row th  
in  C an ad ian  p rodu ction . T he  m etals, m ach in ery  a nd  vehicles, a nd  
fuels g roup s show ed th e  la rg es t increases, because o f th e  expansion  
in  C an ad ian  in d u s tr ia l p la n ts  th ro u g h o u t th e  w ar. A side  fro m  m ili 
ta r y  item s, ex ports  in  th e  m ach in ery  a nd  vehicles g roup  rose fro m  an  
average  of about $120 m illion  in  1938-39 to  $321 m illion  in  1942, an d  
w ere m ain ta in ed  a t abou t $270 m illion  in  each o f th e  years 1943-45. 
L a rg e  num bers o f m achine  tools an d  o ther m eta lw o rk in g  m achines 
w ere included, and  i t  m ay be expected th a t  th is  equ ipm en t w ill be 
ve ry  im p o rta n t in  sh ap in g  th e  po stw a r econom y o f C anada. U n ite d  
S ta te s ex ports  in  th e  m etals g ro up , consisting  m ostly  o f iro n  and  steel 
a nd  th e ir  m anu fac tu res, rose from  an average o f $45 m illion  in  1938-39 
to  $195 m illion  in  1942, an d  am ounted to  $125 m illion  in  1945. E x p o rts  
o f coal increased stead ily  fro m  $48 m illion  in  1938 to  $89 m illion in  
1943 a nd  averaged  close to  $78 m illion  in  1944-45. W a r  equipm ent 
a nd  supplies, in c lud in g  tank s, o th er  com bat vehicles, a irc ra f t , a irc ra f t  
p a r ts  and  engines, and  a r t i l le ry  and  com m unica tions equipm ent, rose 
fro m  negligible q u an tities  befo re  th e  w a r to  a to ta l value o f $260 m il 
lion  in  1942, $350 m illion  in  1943, $340 m illio n  in  1944, a n d  th en  fe ll 
to  $90 m illion  in  1945.

H y d e  P a r k  A g r e e m e n t  S t i m u l a t e s  U .  S .  G o v e r n m e n t  P u r c h a s e s

U n ite d  S ta te s im p o rts  fro m  C an ada  w ere  influenced p rin c ip a lly  by  
th e  H y d e  P a r k  A greem en t o f A p ril 1941, u n d e r w hich th e  U n ite d  
S ta te s  und ertook  to  increase its  purchases o f u rg e n tly  needed w ar 
supplies in  o rde r to  b r in g  abou t a be tte r  ba lance in  th e  tra d e  betw een 
th e  tw o coun tries a n d  a t  th e  sam e tim e m axim ize  p rod u ctio n  by  p re 
v e n ting  th e  du p lica tion  of p ro du ctive  fac ilities . T he  ag reem en t p ro 
v ided  th a t  “in  m ob iliz ing  th e  resources in  th is  con tinen t each co un try  
shou ld  p rov ide  th e  o th er  w ith  th e  defense artic les w hich  i t  is best able 
to  produce , an d  above a ll, p roduce  quick ly , and  th a t  p rod u ctio n  p ro -

29 D e p a r tm e n t  o f  T r a d e  a n d  C o m m e rc e , D o m in io n  B u r e a u  o f  S t a t i s t i c s .  N a t i o n a l  A c 
c o u n t s  : I n c o m e  a n d  E x p e n d i t u r e ,  1 9 3 8 - 1 9 4 6 .

30 N o t  e q u iv a l e n t  to  “ g o v e r n m e n t  e x p e n d i t u r e s  f o r  w a r  p u r p o s e s .”  C o n s i s t s  o f  p r o d u c t io n  
o f  w a r  m a t e r i a l s  a n d  c o n s t r u c t i o n  o n  o r d e r s  p la c e d  o n ly  b y  D e p a r tm e n t  o f  M u n i t io n s  a n d  
S u p p ly  t o t a l i n g  a lm o s t  $ 3 ,5 0 0  m i l l io n  f o r  t l i e  c a l e n d a r  y e a r  1 9 4 3 . D e l iv e r y  o f  w a r  e x p o r t s  
t h r o u g h  o t h e r  G o v e r n m e n t  a n d  p r i v a t e  a g e n c ie s  a r e  e x c lu d e d .  C a n a d a  a t  W a r ,  A u g u s t  1 9 4 4 , 
p . 51 .

81 H . J .  C a r m ic h a e l ,  C o o r d in a t o r  o f  P r o d u c t io n ,  a n d  C h a i r m a n ,  P r o d u c t i o n  B o a r d ,  D e p a r t 
m e n t  o f  M u n i t io n s  a n d  S u p p ly ,  in  a n  a d d r e s s  b e f o r e  t h e  C a n a d ia n  M a n u f a c tu r e r s  A s s o c ia 
t i o n  in  J u n e  1 9 4 4 , p u b l i s h e d  in  I n d u s t r i a l  C a n a d a ,  J u l y  1 9 4 4 , p . 1 4 3 .
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g ra m s should  be coo rd in a ted  to  th is  end .” I t  s ta ted  th a t  “th ere  is ex 
is tin g  an d  po ten tia l capacity  in  C an ad a fo r th e  speedy p rodu ction  o f 
m u n ition s, s tra teg ic  m ateria ls , a lum inum , an d  sh ips, w h ich  are  u r 
g e n tly  req u ired  by  th e  U n ite d  S ta te s” a nd  “ i t  is hoped  th a t  d u r in g  the  
ne x t 12 m on ths C anada  can su pp ly  th e  U n ited  S ta te s w ith  betw een 
$200 m illion  a nd  $300 m illio n  w orth  of such defense artic les .” I t  was 
n o ted  th a t  such ac tion  “w ill m a te r ia lly  assist C an ad a  in  m eeting  p a r t  
•of th e  cost o f C an ad ian  defense pu rchases in  th e  U n ite d  S ta te s .” A s 
a  d ire c t c o n trib u tio n  to  th e  easing  o f C an ada ’s exchange problem , th e  
ag reem en t p ro v ided  th a t  com ponent p a r ts  fo r  equipm en t p roduced  
by  C anada  fo r  th e  U n ite d  K ingdom  could be ob ta ined  fro m  th e  U n ited  
S ta te s  u n d e r lend-lease.

D u rin g  1941, befo re  th e  U n ite d  S ta te s  en tered  th e  w ar, l i t t le  beyond 
th e  p lac in g  o f an  E x p o rt- Im p o r t B an k  loan  of $25 m illion  fo r  th e  
p ro d u ctio n  of a lum inum  h a d  been accom plished u n d e r th is  agreem ent. 
H ow ever, u n d e r th e  d ire c tion  o f th e  J o in t  E conom ic and  W a r  P ro d u c 
t io n  C om m ittees, set up  to  im p lem en t it , th e  w ay w as paved  fo r  th e  
p a r tic ip a tio n  of C an ad ian  in d u s try  on a p a r  w ith  U n ite d  S ta te s in 
d u s try  in  U n ite d  S ta te s  w a r-p rod u ctio n  plans. T he  ag reem en t led 
to  enorm ous pu rchases in  C anad a  by  U n ite d  S ta te s  G overnm en t ag en 
cies a f te r  th e  U n ite d  S ta te s en tered  th e  w ar. B etw een 1942 a nd  1945, 
$154 m illion  w as expended fo r  th e  pu rch ase  o f sh ips  a nd  vessels by 
th e  W a r  S h ip p in g  A d m in is tra tio n , $220 m illion  fo r  w heat a nd  o th er  
g ra in s  by  th e  C om m odity C re d it C o rp ora tio n , a nd  $293 m illion  fo r  
refined a lum inum  and  o th er  m eta ls by th e  M eta ls B eserve  C o m p an y ; 
a n d  th e  U . S. C om m ercial C om pany, th e  T re a su ry  D e p a rtm e n t, an d  
th e  D efense S upp lies C o rp ora tio n  spen t abou t $105 m illion  fo r  o ther 
com m odities.

M ili ta ry  equ ipm en t pu rch ase d  by  th e  W a r  an d  N avy  D ep artm en ts 
w en t f a r  beyond w h a t w as o rig in a lly  envisaged a t th e  tim e  th e  ag ree 
m en t w as m ade, bo th  in  volum e a nd  in  th e  ty p e  of equipm ent. I t  is 
es tim ated  th a t , over th e  period  o f th e  w ar, a  to ta l o f  $1,087 m illion  
w as expended  by  these  de p a rtm e n ts  fo r  equipm ent, in c lud in g  item s 
req u ir in g  com plica ted  p ro d u ctio n  efforts, such as a irc ra f t ,  a i rc ra f t  
engines, a r tille ry , D iesel engines, a nd  rad io  a nd  com m unication 
equ ipm en t.

P r i v a t e  U n i t e d  S t a t e s  I m p o r t s  R i s e

P r iv a te  im po rts  fro m  C anada , s tim u la ted  by w ar-induced  dem ands 
in  th e  U n ite d  S ta te s, also reached  p eak  levels. B y  1941, U n ite d  S ta te s 
im p o rts  on p r iv a te  accoun t a m o u n te d 'to  $598 m illion , an  increase  of 
75 pe rcen t above th e  to ta l fo r  1939. I n  1942, w ith  p rocu rem en t la rge ly  
in  G overnm en t h a n d s  a nd  w ith  res tr ic tio n s on im p orts  fo r  consum p 
tion , p r iv a te  pu rchases from  C an ad a  fe ll to  $498 m illion . H ow ever, 
th e  expansion  o f p roductive  fac ilities  in  C anada  m ade availab le  la rg e  
q u a n titie s  o f goods w hich  could  be fitted  in to  th e  p rod u ctio n  p lan s 
o f m an u fa c tu rers  in  th e  U n ite d  S ta te s, a n d  p r iv a te  pu rchases fro m  
C an ada  rose  to  $776 m illion  in  1943. C er ta in  consum er goods, re la 
tive ly  m ore p le n tifu l in  C anada , w ere also im po rte d  in  g re a te r  q u a n ti 
ties , w h ile  w heat a n d  o th er  g ra in  im p o rts  fo r  in d u s tr ia l a nd  feed  p u r 
poses rose to  $45 m illion , in  ad d it io n  to  C om m odity  C re d it C orpo ra 
tio n  purchases o f abou t $94 m illion . T o ta l p r iv a te  im p o rta tio n s rose 
to  $796 m illion  in  1944, p rin c ip a lly  because o f im p o rts  o f g ra in s
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am o u n tin g  to  $177 m illion , th e  re su lt o f con tin u ing  sh o rtages in  th e  
U n ite d  S ta tes.

W ith  th e  end  o f the  w ar in  1945, b o th  im po rts  an d  exports  declined, 
w ith  p r iv a te  im p o rts  a t  $771 m illion  a nd  U n ite d  S ta te s  G overnm en t 
pu rchases a t  $227 m illion  fo r  th e  year , 55 pe rcen t o f th e  1944 volum e. 
T h e  to ta l decline in  im p o rts  am oun ted  to  $318 m illion . E x p o rts  to  
C anada  fe ll fro m  $1,487 m illion  to  $1,210 m illion , a decline o f $277 m il 
lion , as ex ports  o f w ar equipm en t w ere sh a rp ly  cut. I ro n  a n d  steel 
p rod uc ts , no n fe rro u s m etals, an d  o ther p rod u cts  fo r  w a r p roduction  
also declined, w hile  expo rts  o f foods, textiles , a n d  o th e r  p rod u cts  fo r  
consum ption  a nd  fo r  peacetim e p rodu ction  increased  o r rem ained a t 
th e  abno rm ally  h ig h  levels o f th e  p re ced ing  w a r years.

S e r v i c e  I t e m s

T h e  custom ary p re w ar p a tte rn  o f U n ite d  S ta te s n e t su rp luses on serv 
ice tran sa c tio n , a ris in g  p rin c ip a lly  fro m  excesses of rece ip ts  o f incom e 
on investm ents, w as n o t m ain ta in ed  unbroken  d u rin g  th e  w a r period . 
F ro m  $145 m illion  in  1940, th e  U n ite d  S ta te s su rp lu s on service ac 
counts dw ind led  to  $95 m illion  in  1941 an d  $79 m illion  in  1942, p r in 
c ipa lly  because o f th e  red uc tion  in  C an ad ian  tra v e l in  th e  U n ite d  S ta te s 
an d  a decline in  incom e paym en ts to  th e  U n ite d  S ta tes. F ro m  1942 
th ro u g h  1944, U n ite d  S ta tes  G overnm en t expend itu res in  C anada , a l 
m ost exclusively by  th e  arm ed  forces, w ere so la rg e  th a t  n e t deficits, 
neglig ib le  in  1943 b u t am ou n ting  to  $45 m illion  in  1944, appeared. 
W ith  th e  cu rta ilm en t o f  such expen d itu res in  1945, th e  p re w ar p a tte rn  
o f U n ite d  S ta te s su rp luses reem erged w ith  a ba lance in  fa v o r  o f th e  
U n ite d  S ta te s  o f $44 m illion .

I n v e s t m e n t  I n c o m e  D e c l i n e s

U n ite d  S ta te s rece ip ts  o f incom e fro m  investm en ts in  C anad a  de 
fined fro m  $232 m illion  in  1940 to  $216 m illion  in  1942 a nd  to  $205 
m illion  in  1945. T h is  d rop  w as due p rin c ip a lly  to  a decline in  d iv idend  
paym en ts by  A m erican -con tro lled  com panies. C an ad ian  exchange- 
contro l reg u la tio ns p re ven ted  th e  rem ittance  o f some p re w a r earn in gs 
w h ich  n o rm ally  w ould  have  been tra n s fe rre d  in  1940 a nd  1941. A lso, 
in  J u n e  1941, w ith h o ld in g -tax  ra te s  on d iv idends p a id  to  residen ts  of 
th e  U n ite d  S ta te s  by  a ll  except w holly ow ned su bsid iaries o f A m erican  
com panies w ere ra ised  fro m  5 pe rcen t to  15 percent.

A n o th e r reason  fo r  th e  decline appe ars  to  have  been th e  re inv est 
m en t o f la rg e r-th a n -u su a l p ro p o rtio n s o f earn in gs, in  fine  w ith  th e  
genera l C an ad ian  p ro g ra m  o f in d u s tr ia l  expansion. E a rn in g s  in  
genera l declined w ith  th e  leveling  off o f p rod u ctio n  in  1944 a n d  th e  
cancella tion  o f o rders a nd  reconversion efforts in  1945. I t  also ap pe ars 
th a t  th e  an tic ip a tio n  of an  a p p rec ia tion  o f th e  C an ad ian  do lla r  m ay 
have  adversely  affected th e  pa ym en t o f d iv idends in  1945.

Incom e paym en ts to  C anad ian s on th e ir  investm ents in  th e  U n ite d  
S ta te s  show ed p rac tica lly  no decline over th e  w a r years. A p p ro x i 
m ate ly  $36 m illion  in  incom e w as p a id  in  1940 a n d  $35 m illion  in  1945, 
h ig h e r  e arn in gs  o ffse tting  th e  effects o f a sm all redu ction  in  C an ad ian  
ho ld ing s o f U n ite d  S ta te s  securities d u r in g  th e  period .

T r a n s p o r t a t i o n  P a y m e n t s  t o  C a n a d a  S h o w  S m a l l  I n c r e a s e

I n  th e  tra n sp o rta tio n  account w ith  C anada , an  excess o f U n ited  
S ta te s  paym en ts, am ou n ting  to  $8 m illion , $17 m illion , and  $12 m illion ,
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respective ly , em erged in  th e  years 1943 th ro u g h  1945, succeeding a p 
p ro x im a te  ba lances in  th e  account in  1940-42. T hese increases arose 
fro m  h ig h e r  paym en ts on ra i l- f re ig h t account a nd  a s l ig h t decline in  
n e t rece ip ts  on ocean sh ipp ing .

W hile  th e re  w as a  sh a rp  increase in  C an a d ian  ex ports  tra n sp o rte d  
by ra i l  fo r  oversea sh ipm en t fro m  A m erican  p o rts , th e  rece ip ts  by . 
A m erican  ra ilro a d s  in  th is  tra d e  a re  charged  to  th e  co un try  receiving  
th e  goods and  n o t to  C anada . O n th e  o th er  h an d , paym en ts fo r  serv 
ices ren de red  by  C an ad ian  ra ilro a d s  in  c a rry in g  U n ite d  S ta te s  goods 
fro m  one p o in t in  th e  U n ite d  S ta te s to  an o th e r rose, as d id  th e  ex 
p end itu re s o f A m erican  ra ilro a d s  o p e ra tin g  in  C anada . T hese w ere 
th e  p r in c ip a l reasons fo r  th e  increase  in  n e t paym en ts to  C anada  
on ra i l  f re ig h t account from  $15 m illion  in  1940 to  $26 m illion  in  1945. 
R eceip ts  a nd  paym en ts on d ire c t U n ite d  S ta te s-C an ad ian  tra d e  by  a ll 
m eans o f tra n sp o rta tio n  d u r in g  th e  pe rio d  w ere ap p rox im a te ly  in  
balance. S lig h t increases in  p o r t  expend itu res in cu rred  in  C anada  
by  A m erican  vessels and  increases in  f re ig h t paym en ts on G re a t L akes 
sh ipm en ts th ro u g h  1944 augm en ted  th e  decline (due  p rin c ip a lly  to  
d iversion  to  ra i l  tra n sp o rta tio n )  o f U n ite d  S ta te s su rp luses o f sh ip 
p in g  rece ip ts  earned  in  th e  ocean-borne tra d e  betw een C anad a  a n d  th e  
U n ited  S ta tes.

T r a v e l  E x p e n d i t u r e s  S h a r p l y  C u t — R e c o v e r  t o  P r e w a r  L e v e l s

O ne o f th e  reasons fo r  app rehension  on th e  p a r t  o f th e  C an ad ian  
a u th o ritie s  re g a rd in g  th e ir  d o lla r  po sition  w as th e  sh a rp  decline from  
$149 m illion  in  1939 to  $89 m illion  in  1940 in rece ip ts  fro m  U n ite d  
S ta te s  residen ts  on to u r is t  account. T h e  in tro d u c tio n  o f res tr ic tio ns  
on  tra v e l fro m  C anada , how ever, cu t C an ad ian  expend itu res in  th e  
U n ited  S ta te s  fro m  $61 m illion  in  1939 to  $36 m illion  in  1940, thus 
red ucing  th e  n e t loss o f dolla rs .

I n  1941, U n ite d  S ta te s expend itu res fo r  tra v e l in  C anad a  rose to  
$97 m illion , ow ing  in  p a r t  to  C an ad ian  p rom otio na l e fforts in  th is  
coun try . A t  the sam e tim e, increa sin g ly  s tr in g e n t a p p lic a tion  o f tra v e l 
res tr ic tio ns  c u t C an a d ian  expend itu res in  th e  U n ite d  S ta te s to  $17 
m illion. C an ad ian  n e t rece ip ts  on to u ris t account th u s increased 
sh a rp ly  fro m  $53 m illion  in  1940 to  $81 m illion  in  1941.

F ro m  1942 on, C an ad ian  tra v e l expend itu res increased, especially  
in  1944 a nd  1945 as res tr ic tio ns  on tra v e l w ere re laxed  w ith  th e  im 
p rovem en t in  C an a d a ’s exchange position . T rav e l by  U n ite d  S ta te s 
residen ts  in  C an ada  w as affected p r im a rily  by  severe gasoline  an d  t i re  
sh o rtages in  1942 an d  1943, b u t sh a rp  increases in  expend itu res w ere 
reco rded in  1944 a nd  1945, w hen th e  p re w a r 1939 level o f $150 m illion  
w as reached . N e t C an ad ian  rece ip ts  w ere  sm aller th a n  in  1939, th e ir  
expend itu res in  th e  U n ite d  S ta te s h a v in g  risen  to  $76 m illion  as a g a in st 
$61 m illion  in  1939.

U .  S .  G o v e r n m e n t  E x p e n d i t u r e s  A i d  C a n a d a ’s  E x c h a n g e  P o s i t i o n

U n ite d  S ta te s  a rm ed forces expend itu res on such defense p ro jec ts  
un derta ken  jo in tly  w ith  C an ad a  as th e  A lcan H ig hw ay , th e  C anol 
pe tro leum  developm ent, th e  te lephone line  fro m  E d m o n to n  to  th e  
A laska  bou nda ry , a nd  m any  la n d in g  fields a nd  a ir  s tr ip s  p rov ided  
la rg e  sum s of do lla rs  to  C anad a  as th e  w a r p rogressed. I n  a ll, U n ite d  
S ta te s G overnm en t expend itu res, in c lud in g  those  by  m ili ta ry  an d  
c iv ilian  personnel, b u t exclud ing  pu rchases of m erchand ise by  th e
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G overnm en t agencies as such, m oun ted  ra p id ly  fro m  $1 m illion  in  1940 
to  $19 m illion  in  1941 and  $59 m illion  in  1942. A t th e  he ig h t o f these  
activ ities , expend itu res am ounted  to  $149 m illion  in  1943 a n d  $187 
m illion  in  1944. T h ey  to ta le d  abou t $77 m illion  in  1945. M ost of 
these outlays w ere fo r  C an ad ian  labo r an d  fo r  tra n sp o rta t io n  and  
o th er  services ra th e r  th a n  fo r  tro o p  m aintenance , as in  o th er  coun tries, 
since re la tiv e ly  few  A m erican  tro op s w ere used in  connection w ith  
these  p ro jec ts .

G o l d  a n d  C a p i t a l  M o v e m e n t s

G old and  sh o rt- te rm  c ap ita l m ovem ents betw een th e  U n ite d  S ta te s 
an d  C anad a  w ere essen tia lly  of a “ba lanc in g” n a tu re  d u rin g  th e  w ar. 
T he  m ovem ents in  C an ad ian  fun ds , co n tro lled  as they  w ere by  th e  
F o re ig n  E xchange  C on tro l B o a rd  in  th e  in te re s t of m a in ta in in g  an 
adequate supp ly , w ere, o f course, un m ark ed  by  any  active  o r au ton o 
m ous influences. T h e  m ovem ents o f U n ite d  S ta te s sh o rt- te rm  fun ds  
w ere neg lig ib le, a p a r t  fro m  advances o f $72 m illion  m ade by th e  U n ited  
S ta te s G overnm en t in  connection w ith  co n trac ts  in  C anada . I n  tab le  
31, th e  n e t m ovem ent o f a ll sh o rt- te rm  c ap ita l item s is show n, th e  
p rin c ip a l m ovem ent consisting  o f th e  g ro w th  o f C an ad ian  do lla r  
balances in  th e  la s t few  ye a rs un d er th e  influence o f fac to rs w hich 
have  been in d ica ted  p reviously .

G o l d  E x p o r t s  P r o v i d e  D o l l a r s

I n  th e  f ir s t 3 y ears o f th e  w a r pe riod , 1940-42, expo rts  of go ld  w ere 
th e  p rin c ip a l “ba lanc in g” item . I n  1940, to ta l sh ipm en ts from  C anad a  
fo r  its  account am ounted to  $497 m illion , o f w hich $225 m illion  h ad  
been received fro m  th e  U n ite d  K in gdo m  in  p a r t ia l  se ttlem en t o f its  
deficit w ith  C anada. T h e  sh ipm en ts w ere in  excess o f th e  cu rre n t-  
accoun t deficit an d  resu lted  in  a su bs ta n tia l increase in  d o lla r  ho ldings. 
G old rece ip ts  fro m  th e  U n ite d  K ing dom  ceased in  1940 w ith  th e  n e a r 
exhaustion  of th e  U n ite d  K in g d o m ’s reserves, an d  C an ad ian  gold 
sales to  the  U n ite d  S ta te s  in  1941 an d  1942, am o u n tin g  to  $205 m illion  
a nd  $181 m illion , consisted w holly  o f C an ad ian  p rod u ctio n  a nd  w ith 
d ra w a ls  fro m  stocks.

S ince C an ad ian  go ld  p ro du ctio n  am oun ted  to' an  ann ua l average  o f 
abou t $186 m illion  in  1940 and  1941 and  $169 m illion  in  1942, C an ad ian  
sales to  th e  U n ite d  S ta te s rep resen ted  w ith d raw a l o f $117 m illion  fro m  
th e  $214 m illion  rep o rted  as h e ld  by  th e  B an k  of C anada  a t  th e  end  
o f 1939. I n  1943 a n d  1944, gold sh ipm en ts to  th e  U n ite d  S ta te s  fo r  
C an ad ian  accoun t p ra c tica lly  ceased, b u t in  1945 C anad a  so ld $42 
m illion  o f go ld  to  th e  U n ite d  S ta tes.

U .  S .  S e c u r i t y  P u r c h a s e s  A l s o  P r o v i d e  D o l l a r s

A  s tr ik in g  fea tu re  o f th e  ba lance  o f paym en ts betw een th e  U n ite d  
S ta te s a nd  C anada  d u r in g  th e  w a r years w as th e  m ovem ent o f cap ita l 
fund s fro m  th e  U n ite d  S ta te s, w hich  co n trib u ted  g re a tly  to  th e  m a in 
tenance  o f th e  necessary flow o f goods a nd  services to  C anada . T he  
m ovem ent began in  1941, as m o un ting  C an ad ian  econom ic a c tiv ity  
a nd  a re la tive ly  h ig h  ra te  o f r e tu rn  a ttra c te d  A m erican  investors. 
T he  m ag n itu de  of th e  m ovem ent w as due also to  th e  accum ula tion  o f 
availab le  fu n d s  in  th e  ha nd s o f in su rance  com panies, foun da tion s, and 
o th er  in s ti tu tio n s  in  th e  U n ite d  S ta tes. P u rch ases by  such o rg a n i 
za tions, p a r tic u la r ly  th e  in su rance  com panies, w ere heavy d u rin g  th e  
period .
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B etw een 1941 a n d  1945 n e a rly  $700 m illion  o f o u ts tand in g  secu ri 
ties  w ere pu rchased  in  C anada by  A m erican  investors, an  an n u a l a v e r 
age  o f $140 m illion . T h is  w as a  sh a rp  reversa l com pared  w ith  the  
s itu a tio n  in  1936-39, w hen n e t C an ad ian  purchases o f fo re ign  se 
cu ritie s  he ld  in  th e  U n ite d  S ta te s  averaged  $9 m illion  p e r  year. T he  
p eak  y e a r  o f th is  m ovem ent w as in  1945, w hen C an a d ian  securities 
in  th e  am o un t o f $245 m illion  w ere purchased .

I n  ad d it io n  to  pu rchases o f o u ts ta n d in g  securities, U n ite d  S ta te s 
res iden ts  p rov ided  $336 m illion  to  C anada  by  su bscrip tions to  new  
C an a d ian  co rpo ra te  a nd  gov ernm en ta l issues, p ra c tica lly  a ll o f w hich, 
how ever, w ere fo r  re fu n d in g  purposes. T h is  w as abou t equal to  p re 
w a r  lend in g , w hich am oun ted  to  $372 m illion  d u r in g  th e  1936-39 
period.

T he re tu rn  flow of c ap ita l to  th e  U n ite d  S ta te s  w as also un prece 
d en ted, as th e  fav o ra b le  exchange position  and  low in te re s t ra te  in  
th e  U n ite d  S ta te s  sp u rre d  th e  re tirem en t or re fu n d in g  o f C an ad ian  
debt he ld  here. F ro m  $23 m illion  in  1940, am ortiza tion  paym en ts by 
C an ada  rose to  $181 m illion  in  1943 an d  am oun ted  to $112 m illion  in  
1944 a nd  $151 m illion  in  1945. T h e  to ta l fo r  th e  w a r years as a w hole 
w as $551 m illion.

T ra d in g  in  U n ite d  S ta te s  securities w as sm all fro m  1940 th ro u g h  
1944, repu rchases by  A m erican  residen ts  be ing  slig h tly  g re a te r  th a n  
pu rchases by C anad ians. I n  1944, how ever, some $50 m illion  o f lo ng 
te rm  U n ite d  S ta te s  G overnm en t securities w ere pu rcha sed  n e a r m a 
tu r i ty  and  liq u id a ted  in  1945, w hich  to ge th e r w ith  o th er  liq u id a tio ns  
b ro u g h t n e t sales to  th e  U n ite d  S ta te s in  th a t  year  to  $98 m illion.

T h e  m ovem ent of d ire c t investm en t cap ita l d u r in g  th e  w a r years 
w as n e g lig ib le ; th e  m ost no tew o rth y  changes occu rred  in  1944, w hen 
several sm all U n ite d  S ta te s  investm ents to ta lin g  abou t $25 m illion  
w ere  liqu ida ted . O ver th e  pe rio d  as a whole, how ever, su bs tan tia l 
changes in  th e  position  of U n ite d  S ta te s d ire c t investm ents occurred, 
because o f th e  re in vestm e n t o f earn ings.

O u t l o o k  f o r  U n i t e d  S t a t e s - C a n a d a  T r a n s a c t i o n s

C an ada ’s expanded  in d u s tr ia l an d  a g r ic u ltu ra l economy opera ted  in  
1946 a t  levels com parable w ith  those  a tta in e d  d u r in g  th e  w ar. E m 
p loym en t, incom e, and  consum ption  reg ain ed  m ost o f th e  g ro un d  lost 
w hen w a r p rod uc tion  slackened la te  in  1944. G ross p r iv a te  in ves t 
m en t in  construc tion  an d  equipm ent o f $1.1 b illion  w as equal to  th e  
levels reached  in  1940 an d  1941 a nd  w as m ore th a n  double  th a t  of 
1938.32 I n  fo re ign  tra d e , exports  am o u n tin g  to  $2,312 m illion  exceeded 
a ll  p rev ious peacetim e levels, w hile im p o rts  fo r  consum ption , a m ou n t 
in g  to  $1,859 m illion , estab lished an  a ll-tim e record.

T h e  p ro g ress w h ich  h a s been m ade in  th e  in d u s tr ia l field appears to  
be m ak in g  itse lf  fe l t  up o n  C anada’s ex te rn a l tra d e . I t  is s ign ifican t 
th a t  in  th e  first  fu ll y e a r o f peace th is  in d u s tria liz a tio n  w as accom 
p an ied  by  th e  g re a te s t inflow o f im p o rts  in  C an ad ian  h isto ry , w hile, o f 
i ts  exports , 70 p e rcen t consisted  o f m an u fa c tu re d  and  p a r t ly  processed 
goods, com pared  w ith  60 p e rce n t befo re  th e  w ar.

T he  e x tra o rd in a ry  level o f economic a c tiv ity  an d  tra d e  in  1946 w as 
no t, how ever, w ith o u t its  a tte n d a n t problem s. W ith  heavy dependence 
up o n  th e  U n ite d  S ta te s fo r  goods consum ed a t hom e, as w ell as fo r

32 D e p a r tm e n t  o f  T r a d e  a n d  C o m m e rc e , D o m in io n  B u r e a u  o f  S t a t i s t i c s .  N a t io n a l  
A c c o u n ts  : I n c o m e  a n d  E x p e n d i t u r e ,  1 9 3 8 - 4 6 .
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com ponents of m ateria ls  sen t ab road , im po rts  from  th e  U n ite d  S ta te s 
am ounted  to  $1,460 m illion— alm ost 80 pe rcen t o f th e  to ta l a nd  a p p ro x 
im ate ly  equal to  th e  levels reached  d u r in g  th e  w a r years. E x p o rts  to  
th e  U n ite d  S ta te s, on th e  o th er  hand , fe ll to  $884 m illion , ow ing p r in 
c ipa lly  to  th e  d iscon tinuance  o f U n ite d  S ta te s G overnm en t pu rchasing . 
T h us , C an a d a ’s t ra d e  deficit w ith  th e  U n ite d  S ta te s  am ounted to  $576 
m illion , th e  h ig h est in  h isto ry .

Service transac tion s, acco rd ing  to p re lim in a ry  estim ates, resu lted  in  
an  ad d it io n a l C an ad ian  deficit o f a pp ro x im a te ly  $116 m illion . T he  n e t 
flow on long -te rm  c a p ita l account, in stead  o f be ing  to w ard  C anad a  as 
in  th e  p re ced in g  few  years, w as to w ard  th e  U n ite d  S ta tes, to  a  sm all 
ex ten t.

T h e  reco rded losses o f C an ad ian  go ld  a nd  do llars  to  th e  U n ited  
S ta te s am ounted  to  $441 m illion . A lth o u g h  th is  w as a lm ost 30 pe rcen t 
o f C an ad a’s ho ld ing s a t  th e  b e g in n ing  o f 1946, th e  losses w ere m iti 
g a te d  by su b s ta n tia l go ld  a nd  d o lla r  rece ip ts  fro m  th i r d  coun tries, p a r 
tic u la r ly  fro m  th e  U n ite d  K ingdom . H ow ever, C an a d a ’s deficit w ith  
th e  U n ited  S ta te s  in  th e  first q u a rte r  o f 1947 w as ru n n in g  a t  a h ig h e r 
ra te  th a n  in  1946.

T o slow  th e  dw in d lin g  o f d o lla r  resources, C an ad a  m ust e ith er  r e 
duce im po rts  o r receive a la rg e r  volum e fro m  th e  E u ro p e a n  coun tries, 
especia lly  th e  U n ite d  K in gdom , a nd  fro m  o th er  coun tries to  w hich  i t  
is  ex p o rtin g  on c re d it te rm s. T h e  u tiliza tio n  o f C an ad ian  ex p o rt 
c red its  and  loans in  1946 am oun ted  to  (C ana d ian )  $750 m illion , o f  
w h ich  th e  U n ite d  K in gd om ’s sh are  w as $540 m illion . I n  re tu rn , C an 
a d a ’s im po rts  from  th e  U n ite d  K in gdom  w ere only  $130 m illion  and  
im po rts  fro m  o th er  deb to r coun tries w ere only  $22 m illion . M ore  
ba lanced tra d e  betw een C anada  a nd  these  coun tries w ould p robab ly  
reduce  C an a d a ’s dependence upon th e  U n ite d  S ta tes, bu t, in  view o f th e  
slow ness o f re h a b ilita tio n  in  th e  U n ite d  K ingdom  an d  elsew here, as 
w ell as p rice, qu a lity , a nd  o th er  com petitive  b a rrie rs  to  im ports  in to  
C anada , no g re a t im provem en t can be foreseen in  th e  n e a r fu tu re .

T he  best so lu tion  w ould lie, o f  course, in  g re a te r  ex ports  to  th e  
U n ite d  S ta tes. I f  C an ad ian  in d u stries , p a r tic u la r ly  th e  new ly devel
oped ones, could p a r tic ip a te  to  a la rg e r  ex ten t in  th e  U n ite d  S ta tes 
m ark e t, th e  p re sen t h ig h  levels o f C an ad ian  consum ption , investm ent, 
a n d  p ro d u ctio n  fo r  ex p o rt to  o th er  fo re ign  countries could  be m a in 
ta in ed . A t  th e  sam e tim e, how ever, a fu r th e r  increase in  th e  volum e 
o f U n ite d  S ta te s  exports  m ig h t develop as h ig h e r  incom es and  in ves t 
m en t c rea te  new  dem ands in  C anada.

T r a n s a c t io n s  W ith  t h e  A m e r ic a n  R e p u b l ic s

T h e  o u ts ta n d in g  ch arac teristic  o f th e  various developm ents o f t r a n s 
actions betw een th e  U n ite d  S ta te s and  th e  20 o ther A m erican  R e 
pub lics 33 w as th e  la rg e  excess o f U n ite d  S ta te s  im p o rts  over ex ports , 
and  th e  re su lta n t accum ulation  o f go ld  a n d  do llars  by  th e  A m erican  
R epublics. A n  excess o f expo rts  over im po rts  ch arac terized  th e  tr a n s 
actions o f th e  area  w ith  a ll th e  re s t o f th e  w orld  as w ell, so th a t  th e

33 T h e  t e r m s  “ A m e r ic a n  R e p u b l i c s ,”  “ L a t i n  A m e r ic a n  R e p u b l ic s ,”  a n d  “ L a t i n  A m e r ic a ”  
a r e  u s e d  i n t e r c h a n g e a b l y  in  t h i s  s e c t io n  t o  m e a n  t h e  2 0  i n d e p e n d e n t  c o u n t r i e s  o f  t h e  
W e s te r n  H e m is p h e r e  t o  t h e  s o u th  o f  t h e  U n i te d  S t a t e s .  N o n e  o f  t h e s e  e x p r e s s io n s ,  e x c e p t  
p e r h a p s  “ L a t i n  A m e r ic a n  R e p u b l ic s ,”  i s  s t r i c t l y  a c c u r a t e ,  b u t  th e y  a r e  a l l  e m p lo y e d  h e r e  
f o r  t h e  s a k e  o f  c o n v e n ie n c e  a n d  v a r i e t y .  T h e  2 0  c o u n t r i e s  a r e  A r g e n t i n a ,  B o l iv ia ,  B r a z i l ,  
C h ile , C o lo m b ia , C o s ta  R ic a ,  C u b a , D o m in i c a n  R e p u b l ic ,  E c u a d o r ,  G u a te m a la ,  H a i t i ,  
H o n d u r a s ,  M e x ic o , N ic a r a g u a ,  P a n a m a ,  P a r a g u a y ,  P e r u ,  E l  S a lv a d o r ,  U r u g u a y ,  a n d  
V e n e z u e la .
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Tabl e 32.—T ran sa c tions o f th e  U nited S ta te s  ic ith  th e  A m erica n  R ep u b lics ,
1 9 4 0 -4 5

[In  m illions  of dollars]

Ite m

I . R ec eip ts , to ta l ................ .......................................... -

A. G oods a n d  serv ices, to ta l ............ ..................... .
1. G ood s__________ ____ _____ __________
2. In co m e on  in v e s tm e n ts .___ ____________
3. O th e r  s e rv ic e s .. . ......... ........ ..........................

B . U n ila te ra l tran sfers___________ __________
C . L o n g -te rm  c a p ita l, to ta l___________ ______

1. M o ve m en ts  of U n ite d  S ta te s  ca p ita l in 
v es te d  a b ro a d _____________ _________

2. M o v e m en ts  of foreign ca p ita l in v e s te d  in
U n ite d  S ta te s ......... ................ ...................

I I .  P a y m e n ts , to ta l_________ ____ ________ _____

A . G oods a n d  serv ices, to ta l____ ____ _____ ____
1. G ood s_______ _____________ _________
2. In co m e on  in v e s tm e n ts __________ _____
3. O th e r serv ices............... .................. . .............

B . U n ila te ra l tran sfers______________________
C . L on g-term  cap ita l, t o t a l . . ............ ........ ......... .

1. M o v e m en ts  of U n ite d  S ta te s  ca p ita l in 
v ested  a b ro a d ------------------- ------ --------

2. M o v e m en ts  of foreign ca p ita l in v es te d  in
U n ite d  S ta te s ______________________

I I I .  E xcess of rec e ip ts  ( + )  o r p a y m e n ts  (—), to ta l__

A . G oods a n d  serv ices___ _____ _____________
B . U nila tc ra l tra il sfers _____ _________________

N e t  goods a n d  serv ices a n d  u n ila te ra l tran sfers  .
C . L on g-term  c a p ita l ................................ . ............

IV . N e t  inflow  ( + )  o r ou tflow  ( —) of fu n d s  on  gold
a n d  sh o rt- te rm  ca p ita l acco un t , to ta l_________

A . N e t  U n ite d  S ta te s  gold sales ( + )  o r p u r 
chases (—) ____________________________

B . N e t  m o ve m en t of U n ite d  S ta te s  sh o rt- te rm
ca p ita l a b ro a d _________________________

C . N e t  m o v e m e n t of foreign sh o rt- te rm  cap ita l
in U n ite d  S ta te s ............................ . ................

V. E rro rs , om issions, a n d  th ir d -c o u n tr y  t ra n sa c tio n s ..

1940 1941 1942 1943 1944 1945

1,088 1,415 1,214 1,457 1,903 2,101

1,017 1,321 1,116 1,328 1,718 1,921
682 902 711 830 1,112 1,284
170 198 196 200 260 239
165 221 209 298 346 398
11 8 14 17 18 26
60 86 84 112 167 154

60 83 76 107 152 127

3 8 5 15 27

971 1,409 1, 602 2,073 2,415 2,428

891 1,356 1,443 1,763 2,065 2,108
670 1,076 1,166 1,445 1,726 1, 772

10 9 8 8 8 8
211 271 269 310 331 328

12 15 61 199 289 101
68 38 98 111 61 219

64 37 97 110 60 218

4 1 1 1 1 1

+ 117 + 6 -3 8 8 -6 1 6 -5 1 2 -3 2 7

+ 126 - 3 5 -3 2 7 -4 3 5 -3 4 7 -1 8 7
- 1 - 7 - 4 7 -1 8 2 -2 7 1 —75

+ 125 - 4 2 -3 7 4 -6 1 7 -6 1 8 -2 6 2
- 8 + 48 - 1 4 + i +106 - 6 5

- 2 2 - 1 4 +345 +732 +648 + 606

-1 2 2 + 19 +109 +579 + 406 +473

- 6 - 2 6 - 1 0 —5 - 3 6 - 2 7

+ 106 - 7 + 252 +158 +278 +160

- 9 5 + 8 + 43 -1 1 6 -1 3 6 -2 7 9

ag g reg ate  accum ula tion  of go ld  a nd  fo re ign  exchange  w as la rg e r  th a n  
th e  accum ulation due to tra n sa c tio n s w ith  th e  U n ite d  S ta te s alone.

T he A m erican  R epublics have  tra d itio n a lly  been expo rters  o f p ro d 
uc ts  of th e  ex trac tive  in dus tries— agric u ltu re , livestock ra isin g , and  
m ining . E x p o rts  of m an u fa c tu red  goods (except fo r m eat an d  a few  
o th er  p rodu cts  d irec tly  connected w ith  p r im a ry  in d u s try ) have  been 
neglig ib le.

M oreover, m ost o f th e  A m erican  R epublics have  depended  on only 
one o r tw o p rod u cts  fo r  th e  bu lk  o f th e ir  exports . F o r  exam ple, in  
1938 pe tro leum  accounted fo r  m ore  th a n  90 pe rcen t o f V enezuela’s 
exports , and  coffee fo r  m ore  th a n  80 pe rcen t o f E l  S a lv a d o r’s. I n  9 
o f th e  20 A m erican  R epublics, th e  le a d in g  e xp or t accounted fo r  m ore 
th a n  50 pe rcen t o f th e  to ta l, a nd  in  7 m ore  th e  tw o lea d in g  exports  
to g eth e r accounted fo r  m ore th a n  50 percent.

A s a  consequence o f th is  s itu a tion , th e  volum e o f ex ports  o f th e  
A m erican  R epublics has tended  to  be even m ore  sensitive  to  cyclical 
fluc tua tions th a n  has w orld  tra d e  genera lly . T h e  g re a t depression 
o f th e  1930’s, d u r in g  w hich p rices o f raw  m a te ria ls  fe ll to  unprece 
d en ted ly  low levels, h a d  ca ta stro p h ic  effects on th e  ex ports  o f these  
countries.

V

■r
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T h e  p rices o f m an u fa c tu red  goods, on  th e  o th er  h an d , d id  no t fa l l  
to  th e  sam e ex ten t, a nd  im p o rts  in to  th e  A m erican  E epub lics con 
s isted in  th e  m ain  o f goods in  th is  catego ry . T h e  re su lt w as th a t  
d u r in g  th e  depression pe rio d  th e  va lue  o f ex ports  from  th e  area  
tended  to  fa l l  m ore  th a n  th e  va lue  o f im po rts  in to  it.

I n  “no rm a l” tim es, the  A m erican  R epub lics gene ra lly  h a d  an  ex p o rt 
su rp lu s w hich , supp lem en ted  by some fo re ign  lend ing , w as sufficient 
to  com pensate fo r  th e  c h a rac ter is tic  deficit on  th e  inv isib le item s. T h e  
do m in an t item s in  th is  g rou p  w ere (an d  are) paym en ts fo r  t r a n s 
p o rta tio n  services a nd  paym en ts o f incom e on investm ents. T h e  
A m erican  R epub lics’ investm ents ab ro ad  w ere  neg lig ib le  a nd  th e ir  
m erch an t m arines re la tiv e ly  sm all, so th a t  ou tpaym en ts fo r  these 
services w ere heavy, a nd  an  ex po rt su rp lu s w as necessary in  o rd e r 
to  com pensate fo r  them .

T h e  re la tiv e ly  steeper decline in  ex ports  b ro u g h t ab ou t by  dep res 
sion cond itions consequently  p resen ted  th e  A m erican  R epublics w ith  
very  p ress in g  ba lance-of-paym en ts problem s. T h e  so lution  w hich 
m ost o f them  chose as th e  easiest w ay  ou t w as exchange contro l, de 
s igned to  a llocate  th e  reduced  volum e of availab le fo re ig n  exchange 
in  th e  m ost desirab le  w ay fro m  th e  p o in t o f view  o f th e  econom y as 
a whole, an d  to  reduce  th e  dem and fo r  exchange in so fa r as possible. 
H ow ever und esirab le  such contro ls  m ay  be un d er  h a p p ie r  c ircum 
stances, a t  th e  tim e i t  w as p robab ly  th e  only p rac ticab le  choice fo r  
m ost o f th e  c oun tries concerned.

I f  depression conditions w ere especially  u n favo rab le  to  economies 
o f th e  ty p e  w hich p revails  in  L a tin  A m erica, w ar cond itions tended  
to  be especially  favo rab le. T h e  dem and of th e  ch ief be llig e ren t n a 
tions, and  o f th e  U n ite d  S ta te s in  p a r tic u la r , fo r  raw  m ate ria ls  es 
sen tia l to  w a r p rodu ction  w as a lm ost in sa tiab le  d u r in g  th e  w a r y e a r s ; 
and  as th e  conflict d rew  to  a  close, w orld  dem and  fo r  foodstuffs and  
feedstuffs from  th e  W es tern  H em isphere  w as also g re a tly  increased 
as th e  re su lt o f the  d is ru p tio n  of a g ric u ltu ra l p rodu ction  in  th e  w ar- 
devasta ted  regions.

T h e  favo rab le  effects o f w a r developm ents on th e  ba lance-o f-pay - 
m ents pos ition  o f th e  A m erican  R epublics a re  d ra m a tic a lly  dem on 
s tra te d  by tab le  33, show ing th e  rep o rted  go ld  and  fo reign-exchange  
ho ld ing s of th e  20 A m erican  R epublics, 1941-45.

T h e  S i t u a t i o n  i n  1 9 4 0

E ven  w ith  respect to  th e ir  tra n sa c tio n s w ith  th e  U n ite d  S ta te s , 
how ever, th e  rea l tra n s itio n  fro m  a “n o rm a l” basis to  th e  new  w ar 
fo o tin g  came abou t betw een 1940 and  1941. I n  th e  year 1940, a lth ou gh  
th e  w a r in  E u ro p e  w as w ell u n d e r w ay an d  th e  U n ite d  S ta te s  w as be 
g in n in g  to  a rm  u n d e r its  defense p ro g ram , th e  fu ll  im pact o f these  
events on  L a tin  A m erican  tra n sa c tio n s w ith  o ther countries, especially  
w ith  th e  U n ite d  S ta te s, h a d  no t y e t m ade itse lf  fe lt. T h e re  was, i t  is 
tru e , some increase in  m ost o f th e  la rg e r  item s en te rin g  in to  ou r tr a n s 
ac tions w ith  L a tin  A m erica, bu t a p p a re n tly  bo th  rece ip ts  a nd  p a y 
m ents on these variou s accounts rose in  m uch th e  sam e p ro p o rtio n , leav 
in g  th e  genera l s tru c tu re  of th e  ba lance of paym en ts very  m uch th e  
sam e as i t  h a d  been in  th e  im m ed ia te p re w ar years.
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Tabl e 33.—R epo rte d  gross gold and exchange ho ldings o f the Am erican  R epublics,

[In  m illions of dollars]

C o u n try

A s of D ec . 31-

1941 1942 1943 1944 1945

T o ta l . .......... ........................................................ 1 ,070.0 1,693.6 2,888. 5 3,808.1 4,385.0

A rg e n tin a ------------------------ ---------------------------- 459.2 624.3 1,136. 6 1,434.7 1,703.6
B o liv ia ____________ _____ ______ ________ ____ 15.7 19.3 19.0 21.4 34.2
B ra z il____________________________ ____ - ........ 146.9 267.6 538.3 663.4 669.2
C h ile __________ ____ _____  _______ __________ 45.4 59.6 87.8 116.3 125.6
C o lo m b ia ........................ .................. . ......... . ........... . 22.5 61.8 113.3 158.2 176.8
C o s ta  R ic a ........... . ........— _____ ______________ 2 .7 10.1 15. 9 14.2 9.1
C u b a ____________________ ________________  . . 67.9 205. 9 263.6 462.6 553.5
D o m in ic a n  R e p u b lic _____ _____ _____  ________ 5 .7 8.7 12.1 11.5 11.5
■ Ecuador______________ _______________ ____ 7 .8 17.2 29.1 36.2 33.2
E l  S a lv a d o r..............  .................................... . 8 .2 17.4 25.3 28.1 31.3
G u a te m a la ------------------- ------ -------------------------- 13.2 23.8 30.3 31.1 38.0
H a i t i________ _____________ ____ ____________ 4 .8 5 .9 7 .9 9 .0 11.8
H o n d u r a s .____ _________ _____ ______________ 1.3 4.1 3 .9 9 .6 15.5
M e x ico---- ------- ------- --------- ----------------- -------- - 53.0 104.0 250.0 300.0 i 376.0
N ic a ra g u a .......... . ............. ........ ............................ ........ 1 .9 4.7 7.4 6.7 6.7
P a n a m a  2_.______ _______________________ _____ 27.0 28.8 47.8 80.4 61.0
P a r a g u a y ........... . ........... ................ . ........ ........ ........... 2 .5 5.9 8.6 9 .4 10.3
P e r u _________________________________ ____ _ 27.4 39.1 46.5 46.9 48.7
U ru g u a y _______________________ ____ _____ ____ 103.7 95.7 129.8 207.4 228.9
V en ez ue la . ______ _____ ____ ____ _____________ 53.0 89.7 115.2 161.0 240. 2

1 A ug . 31, 1945.
2 A ll figures are for J u n e  30 a n d  inc lude  U n ite d  S ta te s  c u rren cy  in  c irc u la tion  a n d  he ld  b y  b a n k s  an d  fo r 

e ign  d epo sits  of b an k s .

S ource: U . S. D e p a r tm e n t o f C om m erce , Office o f In te rn a tio n a l T ra d e .
Not e.—D e ta il  w il l n o t nec essarily  a d d  to  to ta ls  because  of ro u nd in g .

M e r c h a n d i s e  T r a d e  i n  B a l a n c e

M erchandise  tra d e  betw een th e  tw o areas in  1940 w as re la tive ly  
ba lanced , ex ports  o f th e  U n ite d  S ta te s be ing  va lued a t $682 m illion  and  
im p o rts  a t  abou t $670 m illion . I n  th e  im m ed iate ly  p reced ing  years, 
m erchand ise-trade  tra n sa c tio n s h a d  resu lted  in  su rp luses fo r  th e  
U n ite d  S ta te s, b u t th is  s ta te  o f a ffa irs  w as a com para tive ly  new  devel
opm ent. P r io r  to  1938, th e  U n ite d  S ta tes, like  th e  re s t o f th e  w orld , 
h a d  usually  im p o rte d  som ew hat m ore fro m  th e  a re a  as a w hole th a n  
i t  h a d  exported to  it. T h e  new  s itu a tio n  a p p a re n tly  arose as a  con 
sequence o f th e  business recession o f 1938, w hich  w as considerably m ore 
severe in  th is  coun try  th a n  elsew here. A s a lre ady  m entioned , both  
o u r  im p o rts  a nd  ou r expo rts  rose m odera te ly  in  1940, th e  increase in  
im p o rts  be ing  som ew hat g re a te r  th a n  th e  increase  in  expo rts  b u t no t 
enough  to  w ipe  ou t th e  su rp lus  com pletely  an d  res to re  th e  m ore  usual 
re la tion sh ip .

I n v i s i b l e  I t e m s  Y i e l d  a  S u r p l u s

T he 1940 su rp lus  on account o f invisible, o r service, item s w as $114 
m illion . T h is  su rp lu s w as p r im a rily  a ttr ib u ta b le  to  th e  very  heavy 
n e t rece ip ts  o f inves tm en t incom e, w hich in  th a t  y e a r  reached  $160 
m illion. A  deficit o f $46 m illio n  w as in cu rred  on th e  o ther service 
item s.

T hese  o ther services consist o f fre ig h t, sh ipp in g , a nd  passen ger-fare  
charges, tra v e l expend itu res, an d  a  host o f sm all accounts convention 
a lly  lum ped  to g eth e r as m iscellaneous services. I n  th e  p a r tic u la r  case 
o f  L a tin  A m erica, bo th  th e  tra n sp o rta tio n  accoun t and  th e  tra v e l ac 
coun t w ere im p o rta n t, a lth ou gh  th e  seem ing im portance  o f th e  tra v e l 
accoun t is deceptive  in  re la tio n  to  th e  a rea  as a whole, since th e  bu lk
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of tra v e l transac tio n s took p lace betw een th e  U n ite d  S ta te s a nd  one 
L a tin  A m erican  co un try , Mexico.

A m erican  trave le rs  spend  m uch la rg e r  sum s in  a ll th e  A m erican  
R epublics th a n  do residen ts  o f those coun tries here. I n  1940, tra v e l 
rece ip ts  fro m  a ll L a tin  A m erican  coun tries w ere estim ated  a t  $39 m il 
lion , and  paym en ts a t  $84 m illion . T he  M exican sh are  in  these  
am ounts w as $31 m illion  on th e  rece ip ts  side an d  $57 m illion  on the  
paym en ts side.

R eceip ts  on accoun t o f tra n sp o rta tio n  services w ere only s lig h tly  
in  excess o f paym en ts in  1940. T h is  m ay have  been fa ir ly  ty p ic a l of 
th e  peacetim e p a tte rn . I t  shou ld  be rem em bered, how ever, th a t  th e  
situ a tio n  v a rie d  g re a tly  fro m  one in d iv id u a l L a tin  A m erican  coun try  
to  an o th er. W ith  respect to  a num ber o f coun tries whose vessels re 
ceive a  la rg e  p ro p o rtio n  o f ou r to ta l tra n sp o rta tio n  paym en ts (e. g., 
P an am a  a nd  H o n d u ra s ) , those  paym ents w ere in  effect p a r tia lly  offset 
by rece ip ts  o f investm en t incom e fro m  th e  sh ip p in g  com panies in 
volved, w hich  are  la rg e ly  A m erican-ow ned.

A s a re su lt o f a ll transac tio n s in  goods a nd  services, ou r  rece ip ts 
fro m  th e  A m erican  R epublics w ere in  th e  ne ighborhood  o f $1,017 
m illio n  and  paym en ts w ere abou t $891 m illion , le av ing  a su rp lu s on 
such tra n sa c tio n s o f some $126 m illion  to  be se ttled  in  o th e r w ays.

N e t  L o n g - T e r m  C a p i t a l  M o v e m e n t s  S m a l l

T o a ve ry  sm all ex ten t, th e  A m erican  R epublics d id  find ad d it io n a l 
sources o f U n ite d  S ta te s do lla rs  th ro u g h  lo ng-term  borrow ing . T h e  
fu n d s  came fro m  th e  U n ite d  S ta te s G overnm en t th ro u g h  th e  E x p o rt-  
Im p o rt B ank . I n  1940 th is  in s titu tio n  au th o rized  loans—to A rg e n 
t in a , B raz il, C olom bia, P e ru , U ru g u a y , a nd  C hile—to ta lin g  $168 m il 
lion. B u t on ly  a sm all p ro p o rtio n  o f these credits, abou t $19 m illion, 
w as ac tua lly  d isbursed  in  1940; a nd  m ost of th e  rem ain in g  balance 
he ld  w as subsequently canceled (see p. 95). T h e  n e t flow o f p r iv a te  
cap ita l w as to w ard  th e  U n ite d  S ta te s, how ever, so th a t  th e  A m erican  
R epublics derive d  on ly  $8 m illion  n e t fro m  a ll  lo ng -term  cap ita l 
tra n sa c tio n s  ta k e n  as a g roup .

T h i r d - C o u n t r y  T r a n s a c t i o n s  a n d  t h e  R e s i d u a l  I t e m

T h e  n e t outflow  o f fu n d s  from  th e  U n ited  S ta te s on account o f go ld 
a nd  sh o rt- te rm  c ap ita l m ovem ents com bined w as only  $22 m illion— an  
am oun t w h ich  fa lls  sh o rt by  $95 m illion  o f equaling  th e  excess o f L a tin  
A m erican  paym en ts to  th e  U n ite d  S tates.

I t  h a s a lre ady  been no ted  th a t  in  th e  case o f a b ila te ra l ba lance of 
paym en ts th e re  is  no necessity , as th e re  is fo r  a g lobal s ta tem en t, th a t  
th e  so-called “balanc ing  item ” (i. e., go ld  a n d  sh o rt- te rm  c ap ita l m ove 
m en ts) cancel out th e  excess o f rece ip ts  o r paym en ts re su lt in g  fro m  
o th e r tra nsac tio n s. I n  th e  p re sen t case, th e  re s id u a l item  o f $95 
m illion  m ay be due e ith e r to  an  un d ere stim a te  o f U n ite d  S ta tes  p a y 
m ents to  L a tin  A m erica , to  an  overestim ate  o f U n ite d  S ta te s  rece ip ts  
fro m  L a tin  A m erica, o r to  th e  fa c t th a t  th e  L a tin  A m erican  countries 
derived n e t rece ip ts  fro m  o th er  countries w hich  th ey  used to  cover 
th e ir  deficit w ith  th e  U n ite d  S ta te s.34 S ti l l  a no th er  possib ility  is th a t

34 I f ,  f o r  e x a m p le ,  A r g e n t i n a  s e t t l e s  i t s  d e f ic i t  v is - à - v is  t h e  U n i te d  S t a t e s  b y  d r a w i n g  on  
d o l l a r s  h e ld  b y  t h e  U n i te d  K in g d o m , w h ic h  l a t t e r  c o u n t r y  in  t u r n  h a s  a  d e f ic i t  v is - à -v is  
A r g e n t i n a ,  t h e  t r a n s a c t i o n  w i l l  a p p e a r  a s  o n e  b e tw e e n  t h e  U n i te d  S t a t e s  a n d  t h e  U n i te d  
K in g d o m  in s t e a d  o f  b e tw e e n  t h e  U n i t e d  S t a t e s  a n d  A r g e n t i n a — i. e ., U n i te d  K in g d o m  d o l l a r  
b a la n c e s  w i l l  b e  d r a w n  d o w n  r a t h e r  t h a n  A r g e n t i n a  d o l l a r  b a la n c e s .
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th e  L a tin  A m erican  “rece ip ts” o f do lla rs  from  th ird  coun tries m ay 
have come abou t n o t in d irec tly , fro m  th e  b u ild in g  up  o f balances as a 
resu lt o f  tra d e  o r service tran sac tion s, b u t d irec tly , fro m  th e  tra n s fe r  
o f d o lla r  ba lances fro m  th ird -c o u n try  to  L a tin  A m erican  ow nersh ip  
th ro u g h  a sim ple  change  in  residence o f th e  ho lders o f th e  balances. 
T h is  m ay have  happened  in  1940 on a fa ir ly  extensive scale.

T h e  W a r  P e r i o d ,  1 9 4 1 - 4 4

I n  1941, th e  expansion ist effect o f th e  w a r on ou r tra d e  w ith  th e  
A m erican  R epublics began to  be a p p a re n t. D u rin g  th is  year , th e  
U n ite d  S ta te s  w as p la y in g  in  earne st its  ro le  o f “A rse na l o f D em oc 
rac y .” T h e  step p in g -up  o f p rod u ctio n  f o r  ou r own defense a nd  fo r  
a id  to  B r i ta in  req u ired  g re a tly  increased  im po rts  o f s tra te g ic  m ateria ls  
an d  o f raw  m ater ia ls  in  genera l. T h e  A m erican  R epublics, be ing  
am ong th e  w orld ’s g re a te s t storehouses o f such m ater ia ls  (o th e r th a n  
th e  basic m inera ls , iro n  and  c o a l) , benefited g re a tly  fro m  th is  expanded 
im p o rt p rog ram .

I m p o r t s  R i s e

U n ite d  S ta te s paym en ts to  L a tin  A m erica  on account o f m erchan 
d ise  tra d e  w en t up  fro m  $670 m illion  in  1940 to  $1,075 m illion  in  1941, 
an  increase  o f 61 percen t. T h o u g h  im p o rts  co n tinued  to  grow  ye ar  
by  ye ar  th ro u g h o u t th e  w a r years, in c lud ing  1945, th is  w as by  f a r  th e  
la rg e s t a nn ua l increase, bo th  re la tiv e ly  an d  absolutely . I n  te rm s  o f 
volum e, fu r th e rm o re , com p ara tiv e ly  l i t t le  increase occu rred  aftejr 
1941; in  1942, indeed, w hen th e  sh ip p in g  sh o rtag e  w as p a r tic u la r ly  
acute, im p o rt volum e fe ll off heav ily . T h e  continuous rise  in  im p o rt 
values a f te r  1941 ap pe ars to  be due m ain ly  ( in  some ye a rs pe rh ap s 
e n tire ly ) to  r is in g  im p o rt prices.

A s w ould be expected, th e re  w as a s h if t  in  th e  com position  o f im 
p o rts  to w a rd  m ater ia ls  essen tia l fo r  w a r p ro du ction . T he  g re a te r  
degree  o f co ncen tra tion  on such com m odities was observable th ro u g h 
o u t th e  w a r years, bu t w as especially  m arked  in  th e  c ritic a l y e a r  1942, 
w hen th e  sh ip p in g  sho rtage  m ade i t  im pera tiv e  to  confine im po rts  as f a r  
as possible to  th e  essential catego ry . I n  th a t  year, th ree-f ifth s  by  va lue  
o f ou r im p o rts  fro m  th e  A m erican  R epublics w ere classified as s t ra 
tegic  o r c ritic a l m ateria ls , com pared w ith  only 46 pe rcen t in  1939. 
M oreover, since E u ro p e a n  an d  A sia tic  sources o f these  m a te ria ls  h ad  
been la rge ly  cu t off, th e  L a tin  A m erican  share  in  o u r g lobal im ports  
of these  com m odities also increased. A f te r  1942, im po rts  fro m  th e  re 
g ion  began to  increase once m ore, n o t on ly  because o f th e  easing  of th e  
sh ip p in g  situ a tio n  bu t also because p rog ram s begun  in  th a t  y e a r fo r  in 
c rea sing  p rod u ctio n  o f ru b b e r and  m any  o th e r s tra te g ic  a n d  c ritic a l 
m ater ia ls  go t w ell un d er  w ay only  in  la te r  years.

R i s e  i n  E x p o r t s  L e s s  M a r k e d

T h e  rise  in  U n ite d  S ta te s exports  to  L a tin  A m erica  w as m uch m ore 
m od era te  d u r in g  th is  period . T h e  va lue  o f exp orts  in  1941 w as 32 
pe rcen t h ig h e r th a n  in  1940, b u t in  1942 i t  was 20 pe rcen t low er th a n  in
1941. T h is  d rop  co rresponded  to  a p rec ip itous decline o f abou t one- 
th i r d  in  ex p o rt volum e, w hich  w as below  th e  volum e w hich  h a d  been 
reached  in  1940. T h e  va lue  o f expo rts  d id  n o t reach  th e  1941 level 
even in  1943. B y  1944 i t  h a d  advanced  considerab ly  beyond th e  1941 
level, how ever.
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T h e  p rin c ip a l reason  fo r  th e  sm all increase  in  U n ited  S ta te s  exports , 
com pared w ith  th e  increase in  im p orts , w as th e  t ig h t  su pp ly  s itu a 
t io n  fo r  m any  o f  th e  m an u fa c tu red  goods w h ich  co nstitu te  th e  g re a te r  
p a r t  o f  ou r exports  to  th e  area . A s m en tioned  elsew here,35 a licensing  
system  w as in s titu te d  fo r  a ll  exports , in  o rd e r to  c u rta il th e ir  volum e 
and  to  ra t io n  equ itab ly  th e  p e rm itte d  q u an tity . A  delibera te  effort 
w as m ade in  m any  in stances to  su pp ly  th e  A m erican  R epublics w ith  
m any  scarce com m odities, lest th e ir  economies collapse a lto g e th e r; 
neverthe less, i t  w as o ften  n o t possible to  m a in ta in  expo rts  even a t  p re 
w a r levels, le t alone to  m eet th e  vastly  expanded  L a tin  A m erican  
dem and.

O ne resu lt o f th is  scarc ity  o f m an u fa c tu red  goods w hich w ill dou b t 
less p rove  beneficial to  these  countries in  th e  long  ru n  was th e  expan 
s ion o f dom estic m a n u fa c tu rin g  in dus trie s. B ra z il—to  ta k e  a  p a r tic 
u la r ly  s tr ik in g  exam ple—b u ilt u p  its  co tton  tex tile  in d u s try  to  th e  
p o in t w here  i t  w as able n o t only to  su pp ly  th e  hom e m ark e t b u t in  
ad d it io n  to  ex po rt to  o th er  coun tries whose no rm al sources o f su pp ly  
h a d  also been c u t off. D evelopm ents o f th is  so rt in  tu rn  led  to  a g re a t 
expansion of tra d e  am ong th e  L a tin  A m erican  R epublics, them selves. 
I t  is  h a rd ly  an  ex ag ge ra tio n  to  say th a t  in te r-L a tin  A m erican  tra d e  
w as nonex isten t before th e  w ar, w ith  th e  exception o f a few  p a irs  of 
contiguous countries, like A rg e n tin a  a nd  P a ra g u a y , C hile an d  P e ru , 
o r  M exico and  G uatem ala . I n  1940 im p orts  o f th e  A m erican  R ep ub 
lics from  one an o th e r w ere only a li t t le  m ore  th a n  one-ten th  o f th e ir  
to ta l im po rts  ; by 1944 th is  fra c tio n  h ad  risen  to  about one-fou rth .

M e x ic o  a n d  P a n a m a  E x p e r ie n c e  D e f ic its

W hile  a  heavy  deficit on m erch an d ise-trade  tra n sa c tio n s ch a ra c te r 
ized ou r account w ith  th e  A m erican  R epublics as a g roup , o u r tra d e  
ba lance  w as n o t negative  w ith  every co un try  in d iv id u a lly  (see table  
34). T h e  ch ief exceptions w ere M exico a n d  P an am a.

U n ite d  S ta te s tra d e  transac tio n s w ith  M exico resu lted  in  fa ir ly  
su bs ta n tia l su rp luses in  every  ye ar  except 1943. I n  com pensation , 
how ever, th e re  w ere n e t U n ite d  S ta te s paym en ts to  M exico on certa in  
o th e r accounts (e. g ., tra v e l a nd  person al rem ittances) to  an  ex ten t 
th a t  d id  no t ex ist in  connection w ith  o ther L a tin  A m erican  countries.

T h e  existence o f th e  P an am a  C an al Zone p u ts  th e  R epub lic  of 
P an am a  in  a very  special ba lance-of-paym en ts situ a tio n  vis-à-vis th e  
U nited  S ta te s. P a n a m a  a lw ays h a d  an  enorm ous deficit on reco rded 
m erchand ise-trade  tra n sa c tio n s w ith  th e  U n ite d  S ta te s, and  no change 
in  th e  s itu a tio n  occu rred  d u r in g  th e  w ar years, except fo r  ro ugh ly  
p ro p o rtio n a te  increases in  bo th  im po rts  and  exports . T h is trad e  
deficit w as offset by la rg e  n e t rece ip ts  on service transac tio n s w ith  th e  
Zone. A  la rg e  p a r t  o f these  “services” a c tu a lly  consisted  o f u n re 
corded  ex ports  o f m erchand ise  to  th e  Zone, th ro u g h  pu rchases by  Zone 
residen ts  in  P a n a m a n ia n  shops, a nd  s im ila r  tran sac tion s. I n  a d d i 
tio n , th e re  are  la rg e  U n ite d  S ta te s paym en ts o f w ages a nd  sa la rie s to  
persons w ho reside  in  P a n a m a  b u t w ork in  th e  Zone. I t  is believed 
th a t  by  these m eans P a n a m a  d u r in g  th e  y ears 1940-45 m ore th a n  off
set its  tr a d e  deficits w ith  th e  U n ited  S ta te s, a nd  in  fa c t h a d  sizable 
su rp luses on c u rre n t account.36

85 S e e  p . 17 .
3° W e  a r e  i n d e b te d  f o r  m u c h  i n f o r m a t io n  o n  P a n a m a - U n i t e d  S t a t e s  t r a n s a c t i o n s  t o  a  

v e r y  v a lu a b l e  u n p u b l i s h e d  s t u d y  o f  t h e  s u b j e c t  m a d e  b y  F in d l e y  W e a v e r ,  o f  t h e  U n i te d  
S t a t e s  F o r e i g n  S e rv ic e .
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Tabl e 34.— U n i t e d  S t a t e s  t r a d e  w i t h  t h e  A m e r i c a n  R e p u b l i c s :  e x p o r t s ,  i n c l u d i n g  

r e e x p o r t s ,  a n d  g e n e r a l  i m p o r t s  o f  m e r c h a n d i s e , 1 9 4 0 - 4 5

[In  m illions of dollars]

C o u n try

1940 1941 1942

E x p o rts Im p o rts E x p o rts Im p o rts E x p o rts Im p o rts

T o ta l_______________ 683 619 902 1,008 718 977

A rg e n tin a ________ ____ ____ 107 83 109 167 72 150
B o liv ia -------- ------------- ------ 8 6 12 27 11 26
B ra z il___________________ 111 105 148 184 105 165
C h i l e . . . , ___ _____________ 43 65 58 112 41 140
C olom bia___________ ____ 52 48 66 53 30 78
C os ta  R ic a ........ ....................... 12 4 13 9 7 6
C u b a . ._____ _____________ 85 105 126 181 133 161
D om in ic a n  R e p u b lic . . ........ . 7 5 9 10 9 8
E c u a d o r_________________ 6 5 8 7 9 9
E l S alva do r.......... . ........  ..... 5 7 6 7 6 12
G u a te m a la _______________ 9 11 11 13 9 15
H a iti  . . .  ______ ____ _____ 5 4 6 7 5 6
H o n d u ra s _____________  . . . 7 9 9 9 6 5
M exico__________________ 97 76 159 98 148 124
N ic a ra g u a _______  ___ ____ 6 3 9 3 4 5
P a n a m a _____________  . . . 19 4 35 5 28 3
P a ra g u a y __ ____ _________ 1 2 1 3 2 3
P e r u ___  _________  ____ 23 18 32 24 28 21
U ru g u a y ........... . ........ ............. 11 18 18 40 17 21
V enezuela ................... ........... 69 42 68 49 47 20

1943 1944 1945

C o u n try

E xp o rts Im p o rts E x p o rts Im p o rts E xp o rts Im p o rts

T o ta l______ ____ _ . . 813 1,319 1,055 1,594 1,257 1,623

A rg e n tin a ........................ ........ 32 145 29 177 39 170
B o liv ia . ............................. ...... 14 32 12 39 14 28
B ra z i l .____ _________ ____ 156 228 218 293 219 311
C h ile ________ ___________ 43 141 52 154 52 137
C olom bia______  ___  . . . 46 98 60 105 88 103
C osta  R ic a____ ____ _______ 11 9 13 8 16 11
C u b a _____ ____ _________ 134 292 167 387 196 338
D om in ic an  R e p u b lic ______ 12 12 14 17 19 14
E c u a d o r_________________ 11 14 14 15 15 14
E l S alva do r................ ............. 7 14 7 14 3 17
G u a te m a la __________  ___ 10 16 11 18 15 24
H a i t i___ ____ _____ _______ 7 8 9 12 10 16
H o n d u ra s _______  . . .  ___ 6 5 9 7 10 9
M exico____________  . . . . 186 192 264 204 309 231
N ic a ra g u a ________________ 7 5 7 6 8 5
P a n a m a _____________ ____ 35 2 23 2 34 3
P a ra g u a y _________________ 2 4- 2 4 3 6
P e r u ___ __________ ____ _ 34 26 37 30 42 34
U ru g u a y ........ ........................ 14 49 19 48 29 66
V ene zue la_______ _________ 45 26 87 54 137 87

Not e—Deta il w ill n o t  necessarily  a d d  to  to ta ls , bec ause  of ro und ing . 
Source: U . S. D e p a r tm e n t of C om m erce , B u re a u  of th e  C ensus.

U n i t e d  S t a t e s  I n v e s t m e n t s  P r o s p e r

T h e  g re a tly  expanded  dem and fo r  th e  m in e ra l an d  a g ric u ltu ra l 
p rod u cts  o f th e  A m erican  R epublics—-and th e  in fla tion  w h ich  usually  
resu lted  fro m  th e  influx o f fo re ign  m oney—n a tu ra lly  b ro u g h t finan 
c ial p ro sp e rity  to  business en te rp rises  loca ted in  th e  A m erican  R e 
publics. A s a consequence, rem ittances o f in te re st a nd  d iv idends to  
fo re ign  ow ners o r c red ito rs  of those en terp rise s increased, in  sp ite  of 
th e  res tr ic tio ns  im posed by some L a tin  A m erican  coun tries on th e  
tra n s fe r  o f inves tm en t incom e. J u s t  as in  th e  case o f  m erchand ise 
tra d e , th ere  w as a sh arp  u p w a rd  m ovem ent betw een 19-1-0 and  1941, 
U n ite d  S ta te s rece ip ts  o f incom e on investm ents r is in g  fro m  $170
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m illion  to  $198 m illion , o r 16 percent. In v e stm e n t incom e rem ained  
ap p ro x im a te ly  stab le a t  th is  level th ro u g h  1942 an d  1948, b u t sho t 
up  in  1944, p r im a rily  as a re su lt o f increased incom e o f A m erican - 
ow ned petro leum  com panies.

T h e  increase  in  in vestm en t incom e is a ttr ib u ta b le  e n tire ly  to  th e  
p ro fits  o f U n ite d  S ta te s  d ire c t investm ent. In te re s t on d o lla r  bonds 
d id  n o t rise— on th e  c o n tra ry  i t  fe ll d u r in g  th e  la t te r  p a r t  o f th e  
pe rio d  as variou s bond  issues w ere redeem ed o r o therw ise re p a tr ia te d  
w ith o u t an  equivalen t volum e o f new  issues ta k in g  th e ir  place.

R eceip ts  o f in te re st on G overnm en t (E x p o r t- Im p o r t B an k ) loans 
to  L a tin  A m erica  have  v a rie d  w ith  th e  B a n k ’s e x p and in g  or c o n tra c t 
in g  loan  p rog ra m , w hich  w as a t  its  pre-1945 h e ig h t in  1943. T he  sums 
involved  in  these in te re s t rece ip ts  w ere sm all, never ru n n in g  h ig h e r  
th a n  $4 m illion  p e r  annum .

P ay m en ts  to  L a tin  A m erica  on account o f in te re s t a nd  d iv idends 
have  never been o f m a jo r  significance, an d  th ey  tended  to  decline d u r 
in g  th e  w a r years.

O t h e r  P r i v a t e  S e r v i c e  T r a n s a c t i o n s

J u s t  as com m odity p rices increased  d u r in g  th e  w ar years, so d id  
the  “ p rices” of tra n sp o rta tio n  services— a phenom enon w hich led  to  
g re a t increases in  expe nd itu res  on tra n sp o rta t io n  services. T h is fac to r 
alone w ould have b ro u g h t abou t p a ra lle l changes in  bo th  rece ip ts  and  
paym en ts, leav ing  th e  ne t balance, w h ich  h a d  been sm all in  1940, 
a lm ost unchanged . I n  re a lity , how ever, o th er  fac to rs came in to  oper 
a tio n  (see p. 49 ), as a re su lt o f w hich  ou r paym en ts to  L a tin  A m erica  
ac tua lly  fell d u r in g  th is  period . T hey  reached a low p o in t in  1942 of 
less th a n  tw o -th ird s o f w h a t th ey  h a d  been in  1940, an d  n o t u n til  1944 
d id th ey  pass th e  1940 level. R eceip ts, on the  o ther hand , rose stead ily  
in  every y e a r  except 1942, w hen they  declined concom itan tly  w ith  th e  
m erch an d ise-trade  decline  o f th a t  year. B y  1944, U n ite d  S ta te s re 
ceip ts on accoun t o f tra n sp o rta tio n  services h ad  risen  to  m ore th a n  
$200 m illion , o r 220 pe rcen t o f th e  1940 receipts.

T h e  tra v e l p ic tu re  rem ained  co m para tive ly  s ta tic  d u r in g  th e  w ar 
years. T he  new  p ro sp e rity  o f 1941 b ro u g h t a sp u r t in  tra v e l paym ents, 
w hich  to ta le d  a lm ost $100 m illion, bu t in  th e  ne x t y e a r tra v e l re s tr ic 
tions  (especia lly  gaso line  ra tio n in g )  co un terac ted  th e  influence of 
h ig h  incom es in  th is  coun try  an d  tra v e l paym en ts d ropp ed  ab ru p tly . 
T h e re a fte r , th ey  g ra d u a lly  recovered ; in  1943 th ey  w ere a p p ro x i 
m ate ly  equal to  th e  1940 figure  o f $84 m illion , and  in  1944 som ew hat 
above it. R eceip ts  va ried  only betw een a  h ig h  o f $39 m illion and a low 
o f $33 m illion . A s in  th e  p ast, m ost o f these  tra v e l transac tio n s took 
p lace betw een th e  U n ite d  S ta te s an d  M exico.

*

G o v e r n m e n t  S e r v i c e  P a y m e n t s  E x p a n d e d

I n  c o n tra st w ith  th e  behav io r o f paym en ts fo r  services by p riv a te  
persons, U n ited  S ta te s G overnm en t paym en ts to  L a tin  A m erica  fo r 
va rio us k ind s o f services increased g rea tly . T hese  consisted  o f m ili 
ta ry  exp en d itu res a nd  of expan ded  ou tlays  by c iv ilian  agencies fo r  
various p rog ram s connected w ith  the  w ar (in c lu d in g  w ork  on the  
P an -A m eric an  H ig h w a y ). T he  am ounts involved  in  th is  account 
w ere sm all by com parison  w ith  th e  co rrespond ing  figures fo r  o ther 
a reas, because th e  A m erican  R epublics w ere n o t th e  scene o f any  large- 
scale figh ting . S till , G overnm en t expend itu res fo r  services ren dered
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by  L a tin  A m ericans w ere m ore th a n  $125 m illion  in  each o f th e  years 
1942,1943, an d  1944.

R eceip ts  fo r  services ren dered  by  th is  G overnm en t to  th e  A m erican  
R epublics also rose as a consequence o f va rio us w ar- in sp ired  ac tiv ities , 
b u t n o t as m uch as d id  p a y m en ts ; ne t paym en ts consequently  w ent up. 
M oreover, a considerable p a r t  o f  ou r “rece ip ts” ac tua lly  consisted  of 
services ren de red  g ra tis—i. e., th e  rece ip ts  a re  offset by  equ ivalent 
am ounts o f un ila te ra l tra n s fe rs  in  th e  ba lance-o f-paym en’ts  s tatem en t.

R o l e  o f  L e n d - L e a s e  N o t  D o m i n a t i n g

W hile  u n ila te ra l tra n s fe rs  becam e m uch m ore  significant a f te r  1940 
th a n  th ey  h a d  been p reviously , th ey  never assum ed th e  p re d o m in a n t 
s ta tu s  th a t  th ey  d id  in  ou r transac tio n s w ith  m any  o th er  a reas. T h is  
ag ain  is traceab le  to  th e  fa c t th a t  L a tin  A m erica  w as n o t a b a tt le 
g roun d , a nd  consequently  its  needs fo r  m ilita ry  equipm en t w ere lim 
ited  in  com parison  w ith  those o f E u ro p e a n  and  A sia tic  countries. 
N evertheless, th e  A m erican  R epub lics w ere involved in  th e  w a r ; m any  
o f them  h a d  declared  w ar on th e  A x is P ow ers and  th e  rem a in d e r h ad  
b roken re la tio ns  w ith  them . T h e  problem  of th e  defense of th e  
A m ericas w as u rg e n t— bo th  fo r  its  ow n sake an d  because o f its  con 
nections w ith  th e  defense o f th e  U n ite d  S ta te s  p roper.

T h e  A m erican  R epublics d id  th e re fo re  receive considerable q u a n ti 
ties  o f lend-lease goods and  services necessary fo r  bu ild in g  up  the  
secu rity  o f  th e  W es te rn  H em isphere. D u rin g  th e  3 years 1942-44, 
tra n s fe rs  o f lend-lease  m a te ria ls  to  th e  A m erican  R epublics on a n o n 
re im bursab le  basis w ere estim ated  a t $235 m illion . I n  add ition , th e re  
w ere  $93 m illion  in  nonre im bursable  lend-lease services, so th a t  to ta l 
u n ila te ra l tra n s fe rs  on lend-lease account-w ere abou t $328 m illion .

F u r th e r  lend-lease t ra n s fe rs  to  L a tin  A m erica  va lued  a t  $59 m illion  
w ere re im bursab le on cash o r c re d it te rm s, and  th u s are  no t offset by 
an  equivalen t va lue  o f u n ila te ra l tra n sfe rs .

T he  U n ite d  S ta te s G overnm en t also m ade m odera te  u n ila te ra l 
tra n s fe rs  o f cash, consisting  o f ex pend itu res in  th e  a rea  by  th e  C o 
o rd in a to r  o f In te r-A m e rica n  A ffairs , and  sm all sum s fo r  pensions and  
an nu ities  to  persons res id en t in  th e  area , to ta lin g  $38 m illion  th ro u g h  
1944. T h e  Office o f th e  C oo rd ina to r o f In te r-A m e rica n  A ffa irs  was 
established fo r  th e  pu rpose  of fo ster in g  good w ill betw een th e  U n ited  
S ta te s a nd  th e  L a tin  A m erican  coun tries by p rom otin g  closer c u ltu ra l 
re la tion sh ip s. I t  p rov ided  considerable  a id  to  L a tin  A m erican  coun 
tr ie s  th ro u g h  various c u ltu ra l, educational, and  h ealth  an d  sa n ita tion  
p ro jec ts .

R e m i t t a n c e s  t o  M e x i c o  E x p a n d

T h ere  w as also some g ro w th  in  p r iv a te  u n ila te ra l tra n s fe rs  in  th e  
pex-iod 1941-44, especially  beg in n in g  in  1943, w hen pe rsonal re m it 
tances to  L a tin  A m erica  rose sh arp ly , be ing  m ore th a n  double th e  1942 
estim ate o f $13 m illio n ; by 1944 th ey  w ere m ore th a n  $85 m illion . 
T h is  trem endous g row th  w as due  p rim a rily  to  th e  presence o f labo rers 
im po rte d  fro m  Mexico. T h e  do llars  earned  by  these  w orkers a nd  re 
m itted  to  th e ir  fam ilies a t  hom e w ere a m ajo r  source o f fo re ig n  ex 
change to  M exico d u rin g  th is  period .

N o  T r e n d  i n  L o n g - T e r m  C a p i t a l  M o v e m e n t s

L on g-term  c ap ita l m ovem ents w ere som ew hat e rra tic . O ver th e  
en tire  pe riod , th ere  w as an  excess of U n ite d  S ta te s rece ip ts  am ou n ting
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to abou t $140 m illion , b u t m ost of these cam e in  1944. U n ite d  S ta te s 
p r iv a te  p o rtfo lio  cap ita l w as w ithd raw n  fro m  L a tin  A m erica  to  th e  
e x ten t o f a bou t $55 m ill io n ; p r iv a te  d irec t-inv estm en t c ap ita l w as also 
w ith d raw n  in  every y e a r  except 1942, th e  n e t w ith d ra w a l fo r  th e  4 
y ears am o u n tin g  to  abou t $125 m illion . L a tin  A m ericans also in 
creased th e ir  ho ld ings o f U n ited  S ta te s  securities a nd  am ortized  some 
o f th e ir  obliga tions to  th e  U n ite d  S ta te s. A ltog e th e r, p r iv a te  lo ng 
te rm  c ap ita l m ovem ents resu lted  in  a n e t positive  ba lance o f some $180 
m illion .

G o v e r n m e n t  L e n d i n g  N o t  a  M a j o r  F a c t o r

T h is  ba lance  w as on ly  p a r tia lly  offset by  G overnm ent le n d in g  to  th e  
A m erican  R epub lics; U n ite d  S ta te s G overnm ent c red its  o u ts ta n d in g  
increased by only $69 m illion  from  th e  end  o f 1940 to  th e  end  o f 1944. 
I t  has a lre ady  been m entioned  th a t  la rg e  E x p o rt-Im p o rt B an k  com 
m itm en ts w ere m ade to  L a tin  A m erican  coun tries in  1940, b u t  m any 

P  o f  these w ere fo r  p ro jec ts  w hich  could  n o t be com ple ted on account o f 
th e  w ar, w ith  th e  resu lt th a t  th e  cred its  lapsed  o r w ere canceled. T he  
increase  in  L a tin  A m erica ’s o u ts ta n d in g  obliga tions as d ire c t loans to  
th e  E x p o rt- Im p o r t B an k  w as only $39 m illion  betw een D ecem ber 31, 
1940, an d  D ecem ber 31, 1944. H ow ever, m any  p r iv a te  loans to  L a tin  
A m erica  w ere g ua ran teed  by  th e  E x p o rt- Im p o r t B a n k  a nd  p resum ab ly  
w ould  n o t have  been m ade w ith o u t such guaran tee . T ab le  35 show s th e  
to ta l o f d ire c t an d  g u a ran te ed  E x p o rt-Im p o rt B an k  loans o u ts tand in g  
as o f th e  end  o f each w artim e year.

Tabl e 35 .— E xpo r t-Im po r t B a n k :  D irec t an d gu ara n teed  loans, ou ts ta nd ing  as o f 
D ecem ber 31, on account o f th e  A m erican  Republics, 1939-1/5

[In  th o u sa n d s  of dollars]

C o u n try 1939 1940 1941 1942 1943 1944 1945

18, G69 29,405 37,693 70,386 93,302 122,275 .155,125

105 75 245 
1,506 

12,232 
7,866 

13,438 
4,295

156 
2,142 

30,879 
11,307 
8,162 
6,395 
1,462 
2,023 
2,255 

600

15,930
485

36

13,621 
2,890 
5,825 

4

9,125 
5,106 
8,916 
1,000

50,158 
15,318 
8,666 
6,645 

815 
2,809 
3,890 

900

59,425 
13,778 
15,815 
6,950 
7,739 
2,459 
5,701 
1,431

C h ile ..................... . ...................

802
368

1,395 
966 
250

15

*• H a i t i ........................................ 1,905 3,435 4,775 7,010 7,936 
165 

8,280 
3,510

8,917 
310 

7,134 
3,068

8,110 
715 

14,363 
2,961

136
50

130 
1,080 

965 
1,206

77 
2,271 
2,121 
2,210

9,401 
2,586 
2,064 
2,805125 3, 555 4,553 4,992

34 
4,293

304 
4,172

5,677 
3,414

8,139 
2,647130 848

S ource: E x p o rt- Im p o rt B a n k  of W a sh in g to n .

Not e.—D e ta il  w ill n o t  nec essarily  a d d  to to ta ls  bec ause  of ro und in g .

M ore th a n  h a lf  o f  th e  to ta l increase in  U n ite d  S ta te s  G overnm en t 
investm en t in  th e  A m erican  R epublics d id  n o t take  th e  fo rm  o f 
E x p o rt-Im p o rt B an k  loans bu t a rose  in  connection w ith  p rodu ctive  
fac ilities  construc ted  by  o th er  U n ite d  S ta tes  G overnm en t agencies in  
va rious coun tries. A  no tew orth y  exam ple w as th e  N ica ro  n ickel 
p la n t, w h ich  w as erected  in  C uba w ith  D efense P la n t  C o rp ora tio n
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funds . A g ain s t bo th  these am ounts m ust be offset re g u la r  paym en ts 
by  M exico to  th e  U n ite d  S ta te s  G overnm en t in  se ttlem en t o f claim s 
a ris in g  fro m  th e  M exican e x p ro p ria tio n  o f pe tro leu m  resources and 
a g ric u ltu ra l p ro p e rty  be longing  to  U n ite d  S ta te s  citizens.

T he  n e t ba lance  on a ll  U n ite d  S ta te s tra n sa c tio n s  w ith  th e  A m erican  
R epublics—goods, services, u n ila te ra l tra n s fe rs , a nd  lo ng-term  c a p i 
ta l—w as negative  in  every y e a r except 1941, in  w hich y e a r paym en ts 
an d  rece ip ts  w ere a lm ost equal, th e  excess o f rece ip ts  on long-term  
cap ita l accoun t offse tting  th e  co m p ara tive ly  sm all excess o f paym ents 
on th e  o th e r accounts. O ver the  en tire  4 years, th e  es tim ated  excess 
o f paym en ts w as $1,500 m illion.

G r e a t  E x p a n s i o n  o f  L a t i n  A m e r i c a n  G o l d  a n d  D o l l a r  H o l d i n g s

C o rrespond in g ly , we find th a t  L a tin  A m erican  go ld  and  do lla r  
ho ld ing s increased  in  each o f th e  years 1941 th ro u g h  1944. I n  the 
la t te r  year, L a tin  A m erica  ga ined  some gold fro m  th is  coun try  b u t 
drew  d oA vn  its  balances to  an  a lm ost equal extent. T he  cum ula ted  in 
crease in  gold  and  do llars  ba lances due to  tra n sa c tio n s w ith  th e  U n ited  
S ta te s w as $1,710 m illion . »

T he increase  in  L a tin  A m erican  go ld  and  sh o rt- te rm  assets ac 
qu ire d  fro m  th is  co un try  w as th u s  g re a te r  by some $210 m illion  th a n  
th e  am ou n t necessary to  ba lance the  excess o f U n ite d  S ta te s paym ents. 
H ow ever, th e  s itu a tio n  v a rie d  fro m  ye ar  to  year. T h e  res id ua l item  
w as sm all in  1941; i t  h a d  a positive  sign  in  1942, in d ic a tin g  th a t  L a tin  
A m erican  go ld  a nd  d o lla r  ho ld ings d id  no t increase  sufficiently to  
equal th e  U n ite d  S ta te s deficit. T he  resu lts  fo r  1941 a nd  1942 w ere 
very  like ly due to  erro rs an d  om issions in  th e  estim ates, b u t th e  negative  
res id ua l fo r  1943-44 o f $252 m illion  is som ew hat la rg e  to  be accounted 
fo r  e n tire ly  in  th is  w ay and  p ro bab ly  reflects L a tin  A m erican  receipts 
o f do lla rs  fro m  th ird  countries. A lth o u g h  th e  ex ten t o f such do lla r  
transac tio n s is n o t know n w ith  c e rta in ty , i t  is know n th a t  they  d id  
occur.

E v e n t s  o f  1 9 4 5

U n ite d  S ta te s  ex ports  to  L a tin  A m erica  continued  th e ir  r is in g  tre n d  
in  1945; im p orts  also increased, b u t by a sm aller am ount. T he  U nited  
S ta te s im p o rt su rp lu s consequently  w as less th a n  $500 m illion  as con 
tra s te d  w ith  m ore th a n  $600 m illion  in  th e  prev ious year. R eceip ts 
o f investm ent incom e declined slig h tly  fro m  th e  peak  y e a r 1944, la rge ly  
as a resu lt o f h ig h e r  taxes on th e  oil com panies o pe ra tin g  in  V en ezu ela ; 
b u t rece ip ts  fro m  o th er  services rose by  m ore th a n  $40 m illion . T he  
m ost im p o rta n t source o f th is  increm en t w as th e  increase  in  receipts 
on accoun t o f tra n sp o rta tio n  services, w hich  p resum ab ly  reflects th e  
la rg e r  volum e o f U n ite d  S ta te s  exports . T ra v e l expend itu res of 
U n ite d  S ta te s residen ts  also rose to  a certa in  extent.

A s a re su lt o f  these  changes, th e  excess o f U n ite d  S ta te s paym en ts 
on goods a nd  services w as considerab ly  reduced  as com pared  w ith  th e  
p rev ious years. U n ila te ra l tra n s fe rs  w ere abou t $100 m illion , of w hich 
only  abou t one -fo u rth  rep resen ted  tra n s fe rs  fro m  th e  U n ite d  S ta tes 
G overnm en t u n d e r  th e  lend-lease a nd  o th er p rog ram s. T h e  rem ainde r 
consisted  p r im a rily  o f rem ittan ces  by  M exican labo rers, w hich  con 
tin u e d  th ro u g h o u t 1945. R eceip ts  o f u n ila te ra l tra n s fe rs  by  p r iv a te  
residen ts  o f th is  co un try  a n d  by th e  U n ited  S ta te s G overnm en t b ro u g h t 
n e t U n ite d  S ta te s paym en ts on th is  account clown to  $75 m illion.
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L ong -te rm  cap ita l m ovem ents in  1945 resu lted  in  n e t paym en ts of 
$65 m illion , in  sp ite  o f r a th e r  h ig h  rece ip ts . N ew  L a tin  A m erican  
inves tm en t in  th is  co un try  is no rm ally  quite  s m a ll ; th e re  w as a  very  
considerable increase over th e  p rev ious w a r years, b u t th is  increase  
b ro u g h t th e  to ta l am ou n t o f new  L a tin  A m erican  investm en t fo r  th e  
ye ar  u p  to  only  s lig h tly  m ore th a n  $25 m illion . A t  th e  sam e tim e, 
U n ite d  S ta te s  cap ita l m oved in to  L a tin  A m erica  in  a  n e t am ou n t of 
$90 m illion . A s fo r  m ovem ents o f U n ite d  S ta te s G overnm ent cap ita l, 
th e  ne t figure  w as sm all, since G overnm ent le nd ing  to  L a tin  A m erica  
a n d  L a tin  A m erican  repay m en ts o f o u ts ta n d in g  obliga tions w ere 
a lm ost equal.

T he  U n ite d  S ta te s  deficit on a ll tra n sa c tio n s w ith  th e  A m erican  
R epublics w as some $330 m illion . T h e  inflow o f fu n d s  on account of 
sh o rt- te rm  c ap ita l m ovem ents and  go ld  m ovem ents w as, how ever, very  
m uch la rg e r  th a n  w ould have been necessary to  offset th is  deficit, 
am oun ting , indeed, to  m ore th a n  $600 m illion . T h e  re su lt in g  residual 
item  w as, th erefo re , abou t $280 m ill io n ; i t  p resum ab ly  reflects th e  
rev iva l o f L a tin  A m erican  ex ports  to  th e  E a s te rn  H em isphere  as 
figh ting  came to  an  end, w ith  pa ym en t be ing  m ade in  dollars.

T h e  O u t l o o k  a t  t h e  E n d  o f  1 9 4 5

T he  extensive settlem ents o f w a r accoun ts w hich  dom inated  the  
ba lance-o f-paym en ts outlook fo r  tra n sa c tio n s  betw een th e  U n ite d  
S ta te s  a nd  m any E u ro p e a n  a nd  s ter ling -area  coun tries to w ard  th e  
end o f 1945 a nd  d u r in g  1946 d id  no t possess a co rrespond ing  im 
po rtan ce  fo r  th e  fu tu re  o f financia l re la tio ns  betw een th e  U n ite d  S ta tes  
and  th e  A m erican  R epublics, since th e  ne t am oun t o f G overnm en t 
loans a nd  lend-lease tra nsac tio n s h a d  been qu ite  sm all.

A t  th e  end  o f 1945, i t  could  reasonab ly  have  been expected th a t  the  
p re d o m in a n t fea tu re  o f 1946 transac tio n s w ith  L a tin  A m erica  w ould 
be a  m arke d  increase  in  th e  re la tive  pos ition  in  th e  to ta l ba lance  of 
paym en ts of U n ite d  S ta te s exports , b u t w ith  p e rh ap s some d im inu tion  
in  th e  va lue  of m erchand ise  tra d e  and  in  bo th  d irections. I t  w ould 
have  been reasonab le  to  expect th e  service accounts to  rem ain  sm all 
by  com parison  w ith  m erchand ise tra d e  and  to  fa l l  off som ew hat by  
com parison w ith  th e  w artim e figures. O n th e  o th er  h a n d , i t  w ould 
have  been n a tu ra l to  envisage su b s ta n tia l increases in  th e  flow of 
A m erican  lo ng-term  c ap ita l in to  th e  area , especially  G overnm ent 
c ap ita l. A s a resu lt o f these tren d s, L a tin  A m erican  go ld  a nd  do llar  
assets could  have  been expected to  decline.

In s o fa r  as th e  events o f 1946 are  know n a t p resen t, these  expecta 
tions  have  been fu lfilled  on ly  p a r tia lly . T h is  developm ent w as p r i 
m a rily  th e  resu lt o f th e  ve ry  sh a rp  rise in  w orld  prices in  genera l a n d  in 
U n ite d  S ta te s prices in  p a r tic u la r— a fa c to r  w hich pe rh ap s shou ld  
have  been an tic ip a ted  a t  th e  end of 1945, in  view  o f th e  course o f 
events fo llow in g  W o rld  W a r  I .  T h e  va lue  o f m erchand ise  tr a d e  
betw een th e  U n ite d  S ta te s  a n d  th e  A m erican  R epublics rose con 
s iderab ly , a nd  m any  L a tin  A m erican  countries— especially  th e  la rg e r 
ones, such as A rg e n tin a , B raz il, and  C uba— enjoyed a “fav orab le” 
ba lance  o f tra d e  in  1946. P ric e  rises w ere, o f  course, p a r tic u la r ly  
sp ectacu la r fo r  a g r ic u ltu ra l ex p o rt com m odities. A t  th e  sam e tim e, 
in fla tion  a nd  scarcities  in  th e  U n ite d  S ta te s h e ld  dow n th e  volum e 
o f L a tin  A m erican  im po rts  from  th is  co un try  to  som ew hat sm aller 
levels th a n  m ig h t have  been expected.
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I t  s till  rem ains true , how ever, th a t  several A m erican  R epublics 
ac tua lly  h ad  th e  expected d ra in  on ex te rn al assets. T h e  exchange—■ 
and p a r tic u la r ly  th e  do lla r—problem  assum ed serious p rop o rtio ns  in  
C osta R ica, N ica ragu a , a nd  E cu ad or, to  nam e only th e  h a rd e s t h it.

T r a n s a c t io n s  W ith  A ll  O th e r  C o u n tr ie s

D iscussed here  are  tra n sa c tio n s w ith  th e  rem ain in g  p a r ts  o f th e  
w orld— sections o th er  th a n  L a tin  A m erica, C an ad a , an d  th e  ste rlin g  
area. T h is  g ro up  o f coun tries includes co n tinen ta l E urope , th e  oversea 
te r r ito r ie s  of th e  co n tine n ta l E u ro p e a n  coun tries (except fo r  certa in  
F ren c h  a nd  B elg ian  te r r ito r ie s  w hich be longed to  th e  s te r lin g  a rea  
th ro u g h o u t m ost o f th e  pe rio d  un d er  rev iew ), th e  U . S. S. R ., C hina , 
and  th e  ind ep en d en t coun tries o f A sia  an d  A frica , except E g y p t ancl 
Ira q .

Tabl e 36 .— T r a n s a c t i o n s  o f  t h e  U n i t e d  S t a t e s  w i t h  “ a l l  o t h e r  c o u n t r i e s , ”  1 9 . ' i 0 ~ i 5

[ In  m il lio ns  of do llars]

I te m 1940 1941 1942 1943 1944 1945

1,609 1,123 2, 734 5,341 6,425 7,690

1,490 
1,170

85

1,019
676

2,482 
1,943 

22

4,963 
4,192 

25

5,877 
4,995 

27

6,799 
5,297 

3665
235 278 517 746 855 1,466

26 26 142 251 310 ' 713
93 78 110 127 232 178

1. M o v e m e n ts  of U n ite d  S ta te s  c a p ita l in-
93 71 47 58 31 168

2. M o v e m e n ts  of fo re ign c a p ita l in v e s te d  in
7 63 69 201 10

1,419 1,250 3,090 5,861 7,014 8,783

1,165 1,048
780

610 1,032 1,351 2,520 
1,008'853 321 '494 '586

90 84 65 70 75 77
222 184 224 468 690 1,435 

5,727 
536

167 155 2,355 
125

4, 741 5,529 
13487 47 88

1. M o v e m e n ts  of U n ite d  S ta te s  ca p ita l in -
76 39 13 5 111 518

2. M o v e m e n ts  of fo re ign c a p ita l in v e s te d  in
11 8 112 83 23 18

I I I .  E xcess of re ce ip ts  ( + )  o r p a y m e n ts  (—), to ta l___ +190 -1 2 7 -3 5 6 -5 2 0 -5 8 9 -1 ,0 9 3

+ 325
-1 4 1

- 2 9 + 1 ,87 2  
- 2 ,  213 

-3 4 1

+ 3 ,931  
-4 ,4 9 0  

-5 5 9

+ 4 ,526  
-5 ,2 1 3  

-6 8 7

+ 4 ,279  
-5 ,0 1 4  

-7 3 5
-1 2 9

N e t  goods a n d  serv ices a n d  u n ila te ra l tra n sfe rs . +184
+ 6

-1 5 8
+ 3 1 - 1 5 + 3 9 + 98 -3 5 8

IV . N e t  inflow  ( + )  o r ou tflow  ( —) of fu n d s  on  gold
-7 1 2 + 3 9 + 178 +511 +302 + 789

A . N e t  U n ite d  S ta te s  gold  sales ( + )  o r p u rch ases
...... ............... ........ ...... -1 ,4 2 3 +166 +199 + 114 + 232 + 27

B . N e t  m o v e m e n t of U n ite d  S ta te s  sh o rt- te rm
+149 + 3 0 + 5 + 2 0 -1 2 6 -2 4 5

0 .  N e t  m o v e m e n t of fo re ign sh o rt- te rm  c a p ita l in
U n ite d  S ta te s ______ _____ _____________ + 562 -1 5 7 - 2 6 + 377 +196 + 1 ,007

V . E rro rs , om issions, a n d  th ir d -c o u n try  t r a n sa c tio n s . + 522 + 8 8 + 178 + 9 + 887 + 304

W ith  respect to  U n ite d  S ta te s  transac tio n s w ith  these  coun tries, 
i t  is  obvious th a t  only a few  b ro ad  gene ra liza tio ns of r a th e r  lim ited  
significance can be m ade ab ou t th e  behav io r of ag g reg ate  qu an tities  
w hose com ponents a re  so heterogeneous. T h e  ch ief observations to  
be m ade are , firs t, th a t  bo th  rece ip ts  a n d  paym en ts, a f te r  fa l lin g  
sh a rp ly  in  1941, expanded  a t  a trem endous ra te  th ro u g h  1944; and,
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second, th a t  u n ila te ra l tra n s fe rs  a nd  th e ir  offsets cam e to  dom inate  
th e  figures, leav ing  “cash” tra n sa c tio n s in  a re la tive ly  m ino r p o s itio n  

(see tab le  37).
T h e  coun tries inc luded  in th is  “a ll  o th e r” g roup  could  be d iv ided 

in to  th re e  fa ir ly  d is tin c t subgroups, nam ely , th e  E u ro p e a n  n eu tra ls , 
th e  enem y coun tries, a n d  th e  A llies. O n ly  w ith  th e  first o f these  
g roups, th e  n eu tra ls , d id  th e  U n ite d  S ta te s m a in ta in  econom ic and  
financia l re la tio ns  a long  lines be a rin g  some resem blance to  th e  
“no rm a l” p a tte rn  o f tran sac tion s. D ealings w ith  th e  enem y countries 
w ere, of course, com pletely suspended a f te r  we en tered  th e  w a r ; and  
even befo re  th a t  tim e th ey  h ad  been cu t dow n f a r  below  th e ir  p rew ar  
level. T h e  same th in g  he ld  tru e  of th e  enem y-occupied A llied  coun 
tr ie s  in  E u ro p e  a nd  A sia  a f te r  they  w ere ove rrun , except fo r  some 
dealings w ith  th e  governm ents-in-exile. B u t transac tio n s d id  continue, 
o r w ere resum ed a t an  e a rlie r  tim e, w ith  th e  oversea possessions of 
these countries. P r iv a te  tr a d e  also cam e to  a s ta n d s ti ll  w ith  those 
E urop ean  and A sia tic  co un tries w hich  d id  m anage  to  s ta y  active ly  
in  th e  w ar on th e ir  own te r r i to ry , b u t, in so fa r  as th e  to ta l volum e of 
tra d e  is concerned, th is  s topp ag e  was com pensated m any  tim es over 
by  th e  trem endous expansion  of G overnm ent tran sac tion s.

Tabl e 37.— “ C a s h ”  t r a n s a c t i o n s  of  t h e  U n i t e d  S t a t e s  w i t h  “ a l l  o t h e r  c o u n t r i e s , ”

m o-45

[In  m illions of dollars]

I te m 1940 1941 1942 1943 1944 1945

I. R eceip ts , t o ta l ....... ......... ................................. .  - 1,609 1,085 524 518 801 1,918

A . G oods a n d  services, to ta l------ ------ ------------- 1,489 981 408 390 545 1,661
1. G ood s______________ ______ _________ 1,169 645 223 214 353 1,355
2. In com e on  in v e s tm e n ts ______ ____ ____ 85 65 22 25 27 36
3. O th e r serv ices ............ ..................... .............. 235 271 163 151 165 270

B . U nila te ra l trans fe rs  1_____________________ 26 26 6 1 24 79
C . L on g-term  cap ita l, to ta l_______ ____ _______ 94 78 110 127 232 178

1. M o v e m en ts  of U n ite d  S ta te s  c a p ita l in 
v es te d  a b ro a d ............ ............................. . . 93 71 47 58 31 168

2. M o v e m e n ts  of foreign ca p ita l in v e s te d  in  
U n ite d  S ta te s _____________________ _ 1 7 63 69 201 10

I I .  P a y m e n ts , to ta l . ................. ...... ................... ........... 1,419 1,212 880 1,038 1,390 3,011

A . G oods a n d  services, t o ta l ......... . ..................... ... 1,165 1,048 579 857 1,075 1,898
1. G oods............. ...... . .................. . .............. 853 780 312 447 507 825
2. Inco m e on  in v e s tm e n ts ........................ ........ 90 84 65 70 75 77
3. O th er  serv ices..... ............................ .............. 222 184 202 340 493 996

B . U nila te ra l tran sfers  1......... ................... ............. 107 117 281 168 197 588
C . L on g-te rm  c a p ita l, to ta l ....... . .............. ......  . . 87 47 20 13 118 525

1. M o v e m e n ts  of U n ite d  S ta te s  ca p ita l in 
v es te d  a b ro a d -------- ------ -----------------  . 76 39 13 5 111 517

2. M o v e m e n ts  of fo re ign ca p ita l in v es te d  in  
U n ite d  S ta te s .......... ................... .............. 11 8 7 8 7 8

I I I .  E xcess of rec e ip ts  ( + )  o r p a y m e n ts  (—), to ta l---- + 190 -1 2 7 -3 5 6 -5 2 0 -5 8 9 -1 ,0 9 3

A . G oods a n d  serv ic es ..... ........... . ........ . ......... .---- +324 - 6 7 -1 7 1 -4 6 7 -5 3 0 -2 3 7
B . U nila te ra l tran sfers .......... ................ ........ ......... -14 1 - 9 1 -2 7 5 -1 6 7 -1 7 3 -5 0 9

N e t  goods a n d  serv ices a n d  u n ila te ra l tra nsfers- + 183 -1 5 8 -4 4 6 -6 3 4 -7 0 3 -7 4 6
C . L ong -te rm  c a p ita l------------..---------------------- + 7 + 31 + 9 0 + 114 + 114 -3 4 7

IV . N e t inflow  ( + )  o r ou tflow  (—) of fu n d s  on  gold and  
s h o rt- te rm  ca p ita l acco u n t, t o t a l . . _____ ______ -7 1 2 + 3 9 + 178 +511 + 302 + 789

A . N e t  U n ite d  S ta te s  gold sales ( + )  o r p u rch ases 
( - ) -------- ------------------------------------------ - 1 ,  423 + 165 + 199 + 114 + 232 + 27

B . N e t  m o v e m e n t of U n ite d  S ta te s sh o rt- te rm  
ca p ita l a b ro a d _________________________ + 140 + 3 0 + 5 + 20 -1 2 6 -2 4 5

C . N e t  m o ve m en t of foreign sh o rt- te rm  ca p ita l in  
U n ite d  S ta te s ..................... .......................... — + 6 6 2 ' -1 5 6 - 2 6 + 377 + 196 + 1 ,00 7

V . E rro rs , om issions, a n d  th ir d -c o u n try  tr a n sa c tio n s .. + 522 + 8 8 + 178 + 9 + 287 + 304

1 G ov e rn m e n t financia l u n ila te ra l tran sfers  a n d  perso nal a n d  in s t i tu tio n a l re m it ta n c e s. T h e  la t te r  are  
p re d o m in a tly  cash , b u t  in c lud e  som e re m it ta n c e s  in  k in d .
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T r a d e  W i t h  t h e  N e u t r a l s  F l u c t u a t e s

T rad e  w ith  th e  n e u tra l coun tries  o f E u ro p e 37 d u rin g  1940 w as of th e  
sam e genera l o rde r o f m ag n itu de  as i t  h a d  been in  p re w a r days, 
th o u g h  ex ports  w ere som ew hat h ig h e r a n d  th e re  w as a m arke d  d im i 
nu tio n  in  im p orts  ow ing p rin c ip a lly  to  a change in  im p orts  from  
Sw eden (see tab le  38). I n  th e  fo llow ing  year, bo th  expo rts  and  im 
p o rts—h u t especially  th e  fo rm er— decreased considerably . T hese de 
creases w ere b ro u g h t abou t by  th e  sh ip p in g  situ a tion  ( tra d e  w ith  
these  coun tries could  n o t be c a rrie d  on in  A m erican  sh ip s ) , by  th e  
B ritis h  blockade, and  by  th e  genera l p o litica l and  m ilita ry  situa tion , 
in c lud in g  p ressu re  from  th e  A x is P o w ers an d , in  some cases, w orsening  
po litica l re la tio ns  on ou r side. T h e  prog ressive  declines in  ou r tr a d e  
w ith  th e  n e u tra ls  w ere n o t a rre ste d  u n til 1943. I n  th a t  year, how ever, 
th ere  w as a g re a t im provem ent. T he  sh ip p in g  s itu a tio n  h a d  eased, th e  
tid e  o f v ic to ry  w as beg inn ing  to  tu rn  to w ard  th e  A llies, a nd  some o f 
th e  sea lanes fo rm erly  blocked h a d  been cleared. T h is  u p w a rd  tre n d  
w as continued  in  1944 a nd  1945.

Tabl e 38.— U n i t e d  S t a t e s  t r a d e  w i t h  f i v e  n e u t r a l  c o u n t r i e s :  E x p o r t s ,  i n c l u d i n g  

r e e x p o r t s ,  a n d  g e n e r a l  i m p o r t s  o f  m e r c h a n d i s e ,  1 9 3 6 - 3 8  a n d  1 9 4 0 - 4 5

[In  m illions of dollars]

Y ea r P or tu ga l S pa in Sw eden S w itz erlan d T u rk e y A ll n eu tra ls

E xp o rts

1936-38 a v e ra g e____________ 11.5 13.3 57.3 9 .3 11.5 102.8
1 9 4 0 ... ........ . .............. ............. 18.1 27.0 38. 5 22.6 8 .3 114.5
1941..................... . ................... 16.2 14.3 22.4 13.4 6 .8 73.1
1942................................. ......... 7.0 2 .9 8 .6 15.2 16.0 49.7
1943 ............ . ........... ............. . 9.4 28.2 7 .6 32.2 87.3 164.7
1944...................................... . 12.3 25.8 13.1 79.7 11.6 142.5
1945................ . .............. . ........ 23.3 40.7 45.9 63.5 15.6 189.0

Im p o rts

1936-38 a v e ra g e ........... . ........... 6 .6 13.8 50.6 23.5 15.5 110.1
1940............. ................... . ........ 11.1 14.6 17.3 27.2 13.9 84.0
1941.................. ......... . ............. 19.0 14.5 4 .4 30.3 10.7 78.9
1942 ...______ _________ ____ 10.3 8.1 .4 33.2 17.4 69.5
19 4 3-_____ ______ ________ 22.9 18.6 .4 49.5 32.7 124.1
1944...................... ................... 35.9 49.6 .7 56.2 50.0 192.2
1945........ ................... . ........... 20.9 57.4 46.0 83.4 69.9 277.7

Source: U . S. D e p a r tm e n t o f C om m erce , B u re a u  o f th e  C ensus. 

Not e: D e ta il  w ill n o t  nec essarily  a d d  to  to ta ls  because  of ro u nd in g .

N o lend-lease  a id  w as received by  any  o f th e  n e u tra l coun tries o f 
E u ro p e  and  A sia  except T urkey . T h a t coun try , how ever, w as in  a 
un ique  position , con tro llin g  as i t  d id  th e  D ard ane lles—th e  M ed ite r 
ra n e a n  lin k  betw een th e  w estern  A llies and  th e  S ov ie t U nion . T h is  
s tra teg ic  position  m ade i t  v i ta l  to  p rov ide  fo r T u rk e y ’s defense a g a in st 
possible A x is aggression.

T r a d e  W i t h  t h e  E n e m y  C o u n t r i e s  C u t  O f f

W ith  respect to  th e  A xis P ow ers—G erm any, I ta ly , and  J a p a n —tra d e  
w ith  G erm any  h a d  a lready  been e lim inated , fo r  a ll  p ra c tica l purposes,

37 F o r  p r e s e n t  p u r p o s e s  t h i s  t e r m  in c lu d e s  P o r t u g a l ,  S p a in ,  S w e d e n , S w i tz e r la n d ,  a n d  
T u r k e y .  T h e  l a t t e r  c o u n t r y  i s  a  s o m e w h a t  d o u b t f u l  c a s e , s in c e  i t  i s  n o t  “ E u r o p e a n ”  in  
t h e  s t r i c t e s t  s e n s e  o f  t h e  w o r d  a n d  s in c e  i t  d id  e v e n tu a l l y  e n t e r  t h e  w a r ; b u t  o u r  w a r t i m e  
t r a n s a c t i o n s  w i t h  T u r k e y  r e s e m b le d  m o re  c lo s e ly  th o s e  w i t h  t h e  E u r o p e a n  n e u t r a l s  t h a n  
th e y  d id  t r a n s a c t i o n s  w i t h  t h e  e n e m ie s  o r  t h e  A ll ie d  c o u n t r i e s  o f  t h e  E a s t e r n  H e m is p h e r e .

E i r e  c o u ld  a l s o  b e  g r o u p e d  v e r y  l o g ic a l ly  w i t h  th e s e  n e u t r a l  c o u n t r i e s  b u t  h a s  b e e n  
in c lu d e d  in  t h e  s t e r l i n g  a r e a .
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in  1940, and  m erchand ise  tra d e  w ith  I ta ly  w as also m arked ly  cu rta iled . 
O n  th e  o ther hand , th e  va lue  o f ou r tra d e  w ith  J a p a n , bo th  exports  a nd  
im p orts , w as a c tu a lly  above th e  1936-38 level, in d ic a tin g  th a t  th e  
“ v o lu n ta ry ” res tr ic tio ns  on tra d e  w ith  th a t  coun try  h a d  no t been very  
successful.

I n  th e  fo llow ing  year, 1941, tra d e  w ith  I ta ly  also vanished , b u t tra d e  
w ith  J a p a n , w hile ve ry  sh a rp ly  reduced, w as stil l go ing on  in  a p p rec i 
able am ounts. N o t u n til  1942, w hen th e  U n ite d  S ta te s w as officially a t 
w ar w ith  a ll  th re e  o f th e  A xis pow ers, w ere dealings w ith  a ll th re e  
e n tire ly  absen t.38

I n  1945, w ith  th e  collapse o f the  A xis P o w ers a nd  th e  end of th e  
w ar, th ere  w as a m in im al volum e of ex ports  to  G erm any a nd  Ja p a n . 
I n  th e  case o f I ta ly , w hich h a d  now  become a cobelligerent, o u r cash 
ex ports  h a d  a va lue  o f $58 m illio n  a nd  even im po rts  w ere no t com 
p le te ly  negligible.

I n  1944 a n d  1945, in  ad d it io n  to  th e  reco rded  lend-lease ex ports  to  
I ta ly , th e re  w ere also la rg e  re lie f  sh ipm en ts in  connection w ith  th e  
A m erican  A rm y ’s “disease a nd  u n re s t” p rog ra m . I t  w as no t defin itely 
know n to  w h a t ex ten t these supplies w ere p rocu red  in  th is  c o un try ; 
some o f th em  m ay have  been ob ta ined  in  o ther p a r ts  o f E u ro p e  and 
elsew here.

I n  1945, th re e  a d d it io n a l p rog ram s fo r  a id  to  I ta ly  came in to  opera 
tion . F ir s t ,  i t  w as a rra n g e d  th a t  th e  d o lla r  equivalen t o f n e t tro op  
p ay  sp en t by A m erican  so ld iers in  I ta ly  w ould be c red ited  to  a  special 
fu n d  se t up  in  th e  U n ite d  S ta te s T rea su ry  fo r  I ta ly ’s benefit a nd  from  
w hich  th e  I ta l ia n s  w ere pe rm itte d  to  d ra w  fo r  th e  pu rchase o f su p 
p lies in  th is  co un try . T h e  use o f th is  m oney w as n o t ex tensive  in  
1945, how ever. Second, a  p a r t  o f th e  1945 lend-lease  a p p ro p ria tio n  
w as devoted to  p ro c u rin g  c iv ilian  supp lies fo r  I t a ly ;  and , th ird , 
U N R R A  sen t some re lie f  supp lies to  I ta ly , th o u g h  U N R R A  op e ra 
tions th e re  w ere on a r a th e r  res tr ic ted  scale in  1945.

T h e  W a r  D e p a rtm e n t w as obliged to  b r in g  re lie f  supplies in to  th e  
o th er  enem y coun tries as w ell, th o u g h  in  1945 th e  am ounts involved 
w ere sm aller th a n  in  th e  case o f I ta ly . Som e U N E E A  supplies, to  be 
used fo r  th e  re lie f  o f d isp laced  persons, also fo u n d  th e ir  w ay  to  th e  
enem y countries, especially  A u s tr ia . T h e  lend-lease p ro g ra m  fo r  
I ta ly  w as unique , h o w ev er; n o r d id  any  o f th e  o th er enem y coun tries 
receive an y  com pensation  fo r  n e t tro o p  pay . T he  m ore  favo rab le  
tre a tm e n t o f I ta ly  w as due to  its  la te r  s ta tu s as a cobelligerent.

T ra d e  W i t h  A l l i e d  C o u n t r i e s  A l s o  S e v e r e l y  R e s t r i c t e d

T ra d e  transac tio n s w ith  A llied  countries on th e  E u ro p e a n  con tinen t 
(o th e r th a n  th e  U . S. S. E .)  developed sim ila rly  to  those  w ith  th e  
enem y countries in  th a t  th ey  w ere a lm ost com pletely  absen t d u r in g  th e  
w a r years (see tab le  39 ). T ran sac tion s d id  ta k e  p lace w ith  som e o f th e  
non -E u ro pean  possessions of these  countries, how ever— especially  those 
in  th e  A m ericas a nd  in  A frica .

T ra d e  w as p a r tic u la r ly  heavy w ith  th e  D u tch  possessions in  th e  New 
W orld , because o f th e  huge  o il refineries in  C uracao  and  A ru b a  a nd  th e  
va luable  baux ite  deposits in  S u rin a m  (D u tch  G u ia n a ) . T ran sac tio ns

3S T h e  v e r y  s m a l l  a m o u n t s  s h o w n  in  t h e  r e c o r d e d  t r a d e  s t a t i s t i c s  r e p r e s e n t ,  o n  t h e  e x p o r t  
s id e , p r i s o n e r - o f - w a r  p a c k a g e s ,  a n d  o n  t h e  im p o r t  s id e ,  g o o d s  r e le a s e d  f r o m  b o n d e d  w a r e 
h o u s e s  a n d  s i m i l a r  d e la y e d  im p o r t s .

T h e  t r a d e  s t a t i s t i c s  a l s o  s h o w  l a r g e  U n i te d  S t a t e s  e x p o r t s  to  I t a l y  i n  1 9 4 4 . T h e s e  w e r e  
s h ip m e n t s  o f  l e n d - le a s e  m a t e r i a l s  to  t h a t  c o u n t r y  f o r  t h e  u s e  o f  t h e  o t h e r  A ll ie d  a r m ie s  in  
t h e  I t a l i a n  c a m p a ig n .
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w ith  th e  N e th e rla n ds  In d ie s, on th e  o th er  h an d , cam e to  an  end  early  
in  1942, a f te r  th e  Ja p a n e se  invasion . T h e  su rp ris in g ly  la rg e  m er 
ch an d ise -trade  figures w h ich  ap p e a r in  th e  tra d e  s ta tis tic s  fo r  1942 are 
due m ostly  to  re p o rtin g  lags. T he  tim e lag  betw een th e  da te  o f ex 
p o rta tio n  fro m  th e  In d ie s a nd  th e  da te  o f im p o rta tio n  in to  th e  U n ite d  
S ta tes w as o ften  considerable, because of th e  d istance  a nd  th e  fa c t th a t  
m any  o f th e  p rodu cts  of th e  N e th e rlan d s In d ie s  w ere tra n ssh ip p ed  
th ro u g h  th ird  countries. T ra d e  was n o t resum ed w ith  th e  In d ie s (o r 
w ith  th e  P h il ip p in e s , w hich  w ere in  a s im ila r  s itu a tio n ) u n til  1945, and  
even th en  on ly  to  a very  lim ited  extent.

B eg in n ing  in  1943, la rg e  lend-lease  sh ipm en ts w ere d irec ted  to  
F re n c h  N o rth  A frica , as a consequence o f th e  N o rth  A fric a n  cam paign  
w hich  h a d  begun in  th e  fa l l  o f 1942. N o t only  m ilita ry  sh ipm en ts b u t 
also c iv ilian  re lie f  supplies w ere sent, a n d  th e  la t te r  p rog ram  con tinued  
on a sm aller scale th ro u g h  th e  ne x t 2 years.

Tabl e 39.— T o t a l  a n d  “ c a s h ”  e x p o r t s , i n c l u d i n g  r e e x p o r t s ,  o f  t h e  U n i t e d  S t a t e s  

t o  s e l e c t e d  A l l i e d  c o u n t r i e s ,  1 9 J / 0 - 4 5

[ I n  m i l l i o n s  o f  d o lla r s ]

C o u n try 1940 1941 1942 1943 1944 1945

B elg ium  2_______________  __________

T o ta l exports

25.0
34.0 

252.2
4 .5  

86.9 
105. 2

( 0
0 )

4.4
6 .7

107.5
127.7

( ')
( 0
0 )
325.6 

2,955.8 
50.5

135. 0 
81.8 

472. 3 
136.4 

1,838.3 
94.4

0 )
1.1 
2 .9 

1,417. 5 
79.6

F ra n c e ___________ _______ _ _ _ _ _ _ _ _ _ _ _ _
F re n c h  N o r th  A fr ic a 3 _________ _____ _
U .  S . S . R _ _ _ _ _ _ _ _ ______ _______ _____

17.9 
135.3 

3, 459.8 
51.8

B elg ium  2____ ____ _____  _________

“ C as h ”  exports

25.0
34.0

252.2 
4 .5

86.9
105.2

8
2.4
6 .7

107.0
104.9

( 0
( 0
( 0

2.1
28.9
8 .9

47.4 
46.3

125.9
40.5 
55.0
42.5

0 )
1.1
4 .9

63.0
12.4

F ra n c e __  ________
F re n c h  N o r th  A frica 3- ....... .
U .  S . S . R _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

.8
7.3

29.9
10.3

1 L e s s  t h a n  $ 5 0 ,0 0 0 .
2 In c lu d in g  L ux em bu rg .
3 A l g e r i a ,  T u n i s i a ,  a n d  F r e n c h  M o r o c c o .

S o u r c e :  U .  S . D e p a r t m e n t  o f  C o m m e r c e ,  B u r e a u  o f  t h e  C e n s u s .

T he m ost im pressive fea tu re  o f ou r m erch and ise-trade  tra nsac tio n s 
w ith  A llied  countries was, o f course, th e  huge  lend-lease  p ro g ra m  fo r  
S ovie t R ussia. E x p o rts  o f m erchand ise  to  th e  U . S. S. R . u nd erw en t a 
th ir te e n fo ld  expansion betw een 1941 and  1942. U n ited  S ta tes  com 
m erc ial tra d e  w ith  th e  S ov iet U n io n  h a d  never been la rg e  in  p re w ar 
tim es, considering th e  size an d  resources of th e  tw o countries, a nd  d id  
n o t become so d u r in g  th e  w ar. I n  1936-38, U n ite d  S ta te s exports  w ere 
va lued  a t  $49 m illion  a nd  im po rts  a t  $25 m illion . C ash ex ports  an d  
im ports  rose som ew hat above th e  p re w ar level in  1940 and  1941 (th ey  
w ere abou t double th e  1936-38 figure in  1941) bu t declined ag ain  a f te r  
the  com m encem ent o f th e  lend-lease  p rog ram .

A lth o u g h  th e  L end-L ease  A ct h ad  been passed in  M arch  an d  th e  
U . S. S. R . h a d  en tered  th e  w ar in  Ju n e , lend-lease tra n s fe rs  to  th a t  
co un try  w ere neglig ib le  in  1941. B y  1942, how ever, th e  p ro g ra m  was 
w ell u n d er  w ay. T he  y ear  1943 saw a f u r th e r  expansion to  double th e  
p rev ious year, a nd  1944 figures also show ed some rise  over 1943, a l 
th ou gh  n o t o f such a sensa tional n a tu re  in  percen tage  te rm s. L end-
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lease sh ipm en ts to  R ussia fe ll quick ly  a f te r  th e  end o f th e  E urop ean  
w a r in  M ay 1945, be ing  abou t h a lf  th e  1944 value  fo r  th e  ca lend ar 
y e a r  as a whole.

T h e  y e a r 1945 b ro u g h t a g re a t increase  in  lend-lease ex ports  to  con 
t in e n ta l E urope . Som e ex ports  o f lend-lease m ate ria ls  to  F ran c e  
occurred in  1944, fo llow ing  th e  invasion of N orm andy , b u t they  d id  no t 
become la rg e  u n t i l  1945. T ran sac tions , in c lud ing  some p r iv a te  cash 
exports , also began w ith  th e  L ow  C oun tries, S cand inav ia , a nd  some o f 
th e  coun tries o f sou theastern  E urope . W hile  th e  ap p roa ch  to  n o r 
m a lity  w as f a r  fro m  being  com plete, th e  resum p tion  o f tr a d e , even in  
sm all am ounts, w as a significan t change fro m  th e  prev ious year.

T h e  ta sk  o f re h a b ilita tin g  th e  w ar-d ev asta ted  countries w as a lre ady  
be ing  un d e rta k e n  in  1945. R elief w as fu rn ish e d  to  a num ber of them  
u n d e r th e  U n ite d  S ta te s A rm y  “P la n  A ” fo r  b rin g in g  in  c iv ilian  su p 
p lies. E x p o r t o f c a p ita l goods, to  m eet m ore  lo ng-ru n  requ irem en ts 
fo r  re h ab ilita tio n  a n d  reconstruc tion , also  com m enced in  th e  la tte r  
h a lf  o f th e  year.

T h e  coun tries of so u th ern  a nd  eas tern  E u ro pe , i t  w as fe lt,  w ere n o t in  
a position  to  finance th e ir  re lie f  a nd  re h a b ilita tio n  needs. F o r  th e ir  
benefit, an  in te rn a tio n a l agency— th e U n ite d  N ations R elie f a nd  R e 
h a b il ita tio n  A d m in is tra tio n — w as created . U N R R A  also c a rr ie d  out 
p rog ram s in  A sia , C h ina  receiving  a su bs tan tia l p a r t  o f U N R R A  
supplies.

T he  p rin c ip a l E urop ean  rec ip ien ts  o f U N R R A  supplies w ere  Y ugo 
s lav ia , P o la n d , Greece, Czechoslovakia, and  I ta ly  (see tab le  40 ).

Tabl e 40 .— U n i t e d  S t a t e s  e x p o r t s  u n d e r  t h e  U N R R A  P r o g r a m , ,  1 9 J f 5 1 

____________________________ [In  m illions of dollars]____________________________

A re a  a n d  c o u n try
U N R R A

exports
A rea  a n d  c o u n try

U N R R A
exports

T o t a l . . ------- ----------- ------------ 355.3 E u ro p e , e tc .— C on tinu ed .
18.1

E u ro p e , exclud ing  U n ite d  K ingdom G reece_______ _  _ ________ 76.8
a n d  U . S. S. R 323.4 U . S. S. R _____ ____ ___ _________ 16.5

51.4 14.7
82.9 14. 2
87.3 . 7

A lb a n ia ___________ ____ ______- 6 .9

» U N R R A  exp orts  began  in  S ep te m be r 1944 b u t  to ta le d  o n ly  $609,000 th ro u g h  th e  en d  of th e  y ear. 

S ource: U . S. D e p a r tm e n t o f C om m erce , B u re a u  of th e  C ensus.

U N R R A  goods w ere classified by th a t  agency in to  five catego ries : 
F o od  ; tex tiles , c lo th ing , a nd  foo tw ear  ; m edical a nd  sa n ita tio n  ; a g r i 
c u ltu ra l re h a b ilita tio n ; a nd  in d u s tr ia l reh ab ilita tio n . Som e o f these  
goods w ere p robab ly  in  th e  n a tu re  o f c ap ita l equ ipm en t w hich w ill be 
o f p e rm an en t va lue  in  recon s truc tin g  w a r sh a tte re d  economies.

I n v e s t m e n t  I n c o m e  B e l o w  N o r m a l

D u rin g  th e  w a r years, bo th  rece ip ts  a nd  paym en ts o f incom e on  in 
v estm ents w ere reduced  considerab ly  below  no rm al levels. T h is  was 
p a r tic u la r ly  tru e  o f receipts, since cap ita l invested  in  th e  w ar-rav aged  
coun tries, w hich com prised m ost of th e  “a ll  o th e r” g roup , w as h a rd ly  
pro fitab le  a t  th a t  tim e, even i f  t r a n s fe r  o f in vestm en t incom e h a d  been 
legally  perm issible. T h e  decline  in  paym en ts w as considerably less 
m arked , since profits  on investm en t in  th is  co un try  w ere ru n n in g  a t  a 
re la tiv e ly  h ig h  ra te . N evertheless, paym en ts to  fo re igne rs d id  de 
crease, p a r t ly  because o f  th e  re s tr ic tio n s on th e  tra n s fe r  o f fun ds
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a b ro a d ; 39 p a r t ly  because p ro p e rty  in  th is  co un try  be long ing  to  enem y 
na tio n a ls  w as seized by  th e  Office of th e  A lien  P ro p e r ty  C ustod ian , and  
w ith  th e  liq u id a tio n  o f th e  investm ent th e  incom e th e re fro m  also d is 
appeared  ; and  p a r t ly  because o f  increases in  U n ite d  S ta tes co rpo ra te  
incom e taxes.

W a r  A f f e c t s  O t h e r  P r i v a t e  S e r v i c e  T r a n s a c t i o n s  A l s o

O th er p r iv a te  service transac tio n s follow ed essen tia lly  th e  same 
course as d id  m erchand ise  tra d e , a lth o u g h  th e  fa l l  a nd  th e  subsequent 
rise  w ere n o t a lto ge th e r so d ra s tic  in  pe rcen tage  te rm s. T o ta l tr a n s 
ac tions on account of tra n sp o rta t io n  charges a re  co rre la ted  w ith  th e  
va lue  o f m erchand ise  tra d e  (th e  d ire c t connection is w ith  th e  volum e 
of tra d e , b u t since sh ip p in g  ra tes  a re  like ly  to  move in  sy m pa th y  w ith  
genera l p rice  changes, th e  co rre la tio n  w ith  va lue  is u sually  h ig h  a ls o ) . 
S ince m ost o f ou r expo rts  w ere on lend-lease account, m ost of th e  sh ip 
p in g  “rece ip ts” consisted  o f services p rov id ed  on lend-lease  term s.

T he tra v e l accoun t w as neglig ib le  th ro u g h o u t th e  w a r period . E ven  
in  1940, rece ip ts  an d  paym en ts w ere each ru n n in g  a t  th e  re la tiv e ly  low 
ra te  o f about $10 m illion , w ith  rece ip ts  s l ig h tly  h ig h e r  th a n  p a y m e n ts ; 
a nd  in  la te r  years th e  a nn ua l figures fe ll to  $2 m illion  o r less. I n  1945, 
th e re  w as some recovery, p a r tic u la r ly  on th e  paym en ts side, th e  la tte r  
be ing  estim ated  a t  $25 m illio n  fo r  th a t  year.

R eceip ts  on account o f m iscellaneous services rose by  quite  la rg e  
a m o u n ts ; paym en ts, w hich are  m uch sm aller th a n  rece ip ts , in  any  case, 
rem ained  sta tio n a ry . T h e  increase  in  receip ts w as due to  th e  behav io r 
o f tw o ite m s : F o re ig n  governm en t rep re se n ta tion  in  th e  U n ite d  S ta tes, 
expend itu res fo r  w h ich  w ere g re a tly  augm en ted  d u rin g  th e  w a r on 
account o f th e  necessity  fo r  m a in ta in in g  pu rch asin g  m issions a nd  
sim ila r o rgan iza tion s in  th is  co u n try ; and  m otion -p ic tu re  ren ta ls . 
T he  la rg e  g ro w th  in  rece ip ts  o f m o tion -p ic tu re  ren ta ls  p resum ably  
reflected th e  increased dem and fo r  A m erican  films, consequent in  p a r t  
upon th e  presence o f la rge  num bers o f A m erican  troops abroad .

T r e m e n d o u s  G r o w t h  o f  G o v e r n m e n t  S e r v i c e s

U n ite d  S ta te s G overnm ent rece ip ts  and  paym en ts on account of 
services grew  trem endously . In s o fa r  as rece ip ts  a re  concerned, these 
consisted  a lm ost e n tire ly  o f s tra ig h t lend-lease  services ren dered  to 
fo re ign  governm en ts a nd  a re  th u s  offset by  eq u ivalen t u n ila te ra l 
tra n sfe rs . T h e re  w ere, how ever, some re la tiv e ly  sm all cash m ilita ry  
rece ip ts , an d  an  even sm aller am oun t o f cash rece ip ts  by variou s reg u 
la r  c iv ilian  agencies. T hese  tw o ty pes o f cash rece ip ts  rose as h ig h  
as $160 m illion  to w ard  th e  la te r  years  o f th e  w ar, b u t services p rov ided  
u n d e r lend-lease  a rran gem en ts  w ere ru n n in g  a t  a ra te  o f a lm ost $2 
b illion  a t th e  sam e tim e.

T o a c er ta in  ex ten t, am oun ts show n on th e  paym en ts side  o f the 
G overnm en t m iscellaneous services accoun t w ere also offset by u n i 
la te ra l tra n s fe rs , i. e., they  consisted  o f services ren dered  to  th e  U n ited  
S ta tes G overnm en t u n d e r  reverse lend-lease. B u t th e  volum e o f m ili 
ta ry  services f o r  w h ich  cash pa ym en t w as m ade by  th e  U n ite d  S ta te s 
w as a lm ost as la rge . A  fu r th e r  very  su bs tan tia l item  w hich  appe ars  
here is  “n e t tro o p  p a y .” M ost o f th e  g lobal n e t-tro op -p ay  account 
a pp eared  in  connection w ith  transac tio n s w ith  coun tries in  th e  “a ll

39 A s s e t s  o f  e n e m y , e n e m y -o c c u p ie d , a n d  s o m e  n e u t r a l  c o u n t r i e s  w e r e  b lo c k e d  a f t e r  o u r  
e n t r y  i n t o  t h e  w a r .  W h e r e  i n v e s tm e n t  e a r n i n g s  w e r e  p a id  i n to  th e s e  b lo c k e d  a c c o u n t s ,  
th e y  a r e  in c lu d e d  in  t h e  b a la n c e - o f - p a y m e n ts  s t a t e m e n t  ( b e in g  o f fs e t  b y  t h e  in c r e a s e s  in  
f o r e ig n  b a la n c e s )  ; b u t  in  s o m e  c a s e s , e . g ., b e a r e r  b o n d s  p h y s i c a l ly  l o c a te d  i n  t h e  c o u n t r y  
o f  o w n e r s h ip ,  t h e  a c c r u e d  in c o m e  d o e s  n o t  a p p e a r  i n  o u r  d a t a .
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o th e r” g ro up , and  tra nsac tio n s in  special currencies w ere e n tire ly  con 
c en tra ted  in  th is  a re a .40

R e m i t t a n c e s  F a l l  a n d  R i s e

P r iv a te  u n ila te ra l tra n s fe rs  have  a lw ays p layed  a com para tive ly  
la rg e  p a r t  in  U n ite d  S ta te s  tra n sa c tio n s w ith  coun tries in  th e  “a ll 
o th e r” g ro up , because th ey  w ere th e  countries (o the r th a n  th e  B ritis h  
Isles) fro m  w hich  m ost im m ig ran ts  to  th e  U n ite d  S ta te s have come. 
P erso n a l rem ittances declined th ro u g h  1941 a nd  1942, in  th e  la t te r  
y e a r  am o u n tin g  to  on ly  abou t on e -th ird  o f th e  1940 estim ate  o f $110 
m illion ; th e  decline w as, o f course, due  to  w ar-c rea ted  difficulty in  
tr a n s fe rr in g  fu n d s  to  m ost o f th e  E u ro p e a n  a nd  A sia tic  coun tries in 
c luded in  th is  g roup . T h e  la rg e  va lue  o f rem ittances to  n e u tra l coun 
tr ie s , especially  S w itzerlan d , ind ica tes th a t  some m oney d id  ge t 
th ro u g h .

I n  1943 and  1944, rem ittan ces  increased once m ore, and  in  1945 th e  
pe n t-u p  back log  began to  move. T h e  re la tiv e ly  h ig h  estim ate o f $151 
m illio n  fo r  th a t  ye ar  w as a reflection  o f th e  stro n g  desire  fe l t  by  re 
m itte rs  in  th is  coun try  to  a id  residen ts  o f w a r-devasta ted  areas. T he  
la rg e  figure is especially  s tr ik in g  in  view  o f th e  fa c t th a t  m ost o f the  
exchange ra te s  in  existence a t th e  end  o f the  w ar tended  seriously  
to  overvalue  fo re ign  cu rrencies in  te rm s o f do llars.

In s t itu tio n a l rem ittances began to  rise steep ly  as e a rly  as 1942, and  
by  1943 h a d  reached im pressive  he igh ts , w hich  w ere susta ined  in  th e  
fo llow ing  years. A  la rg e  p a r t  o f these rem ittances took  th e  fo rm  of 
goods r a th e r  th a n  m oney. N o t only  th e  o ld a n d  established re lie f  and 
service agencies such as th e  A m erican  R ed  C ross b u t also a ho st o f 
new  ones, o rg an ized  specifically fo r  w a r re lie f, con trib u ted  to  th e  
la rg e  volum e o f in s titu tio n a l rem ittances.

G o v e r n m e n t  U n i l a t e r a l  T r a n s f e r s  o f  V a s t  I m p o r t a n c e

T h e  m ajo r item  in  G overnm en t u n ila te ra l tra n s fe rs  w as th e  lend- 
lease p rog ra m . U p  to  1945, a lm ost a ll  lend-lease tra n s fe rs  o f bo th  
m erchand ise a nd  services w ere m ade w ith o u t rem unera tion . S h ip 
m en ts of m ater ia ls  on re im bursab le  lend-lease  te rm s d id  occur, bu t 
th ey  fo rm ed  a very  sm all p a r t  o f th e  to ta l p ro g ram . Services, in c lu d 
in g  tra n sp o rta tio n , w ere also ren dered  m ostly  on a nonreim bursab le  
basis.

R everse  lend-lease, on th e  o th er  hand , d id  no t p lay  a  very  significant 
role. I t  is tru e  th a t  reverse  lend-lease  w h ich  we received fro m  the  
w estern  E u ro p e a n  coun tries w as qu ite  su b s ta n tia l in  re la tio n  to  th e  
am ount o f a id  w hich w e ren dered  to  them — th e  am oun t o f reverse  lend- 
lease received fro m  B elgium  w as ac tua lly  g re a te r  th a n  th e  am oun t o f 
d ire c t lend-lease g iven  to  B elg ium —b u t th e  size o f these  p rog ram s 
w as sm all by  com parison  w ith  th a t  of th e  p ro g ra m  fo r  R ussia. A nd  
fro m  th a t  co un try , on th e  o ther h a n d , th e  am ou n t o f reverse  lend- 
lease w as in sign ifican t, because o f th e  fa c t th a t  th e  te r r i to ry  o f th e  
Soviet U n io n . never becam e a base fo r  U n ite d  S ta te s  m ilita ry  
operations.

T h e re  a re  some item s in  the  n a tu re  o f G overnm en t nonfinancial u n i 
la te ra l tra n s fe rs  w h ich  fa l l  ou tside  th e  scope o f lend-lease. O ne such 
item  is an  offset to  th e  vesting  ac tiv ities  o f th e  A lien  P ro p e r ty  C us 
to d ian . S ince th e  va lue  o f enem y p rop e rtie s take n  over w ith o u t re-

40 S ee  p . 1 8 6  f o r  a  f u l l e r  d is c u s s io n  o f  s p e c ia l  c u r r e n c ie s .
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n um era tion  ha s been en te red  in  th e  long-term  c a p ita l accoun t (see 
p . 99), i t  ha s been offset by  a per con tra  item  in  th e  u n ila te ra l tra n s fe r  

account.
T he  s ta tu s  o f “P la n  A ” a nd  o th er  c iv ilian  supplies sh ipp ed  by the  

W a r  D e p a rtm e n t is uncerta in . A t  the  tim e  these supplies w ere m ade 
availab le  i t  w as contem pla ted  th a t  th ey  w ould be  p a id  fo r. H ow ever, 
th e  lia b ili ty  has a lready  been fo rg iv en  o r offset a g a in st o th e r claim s 
fo r  c e rta in  coun tries an d  m ay be fo r  o th e rs ; consequently  i t  ha s seemed 
sa fest in  th is  re p o rt to  re g a rd  th e  offset to  “P la n  A ” supp lies as 
u n ila te ra l r a th e r  th a n  as a c ap ita l m ovem ent.

A n o th e r som ew hat difficult p rob lem  o f classification is involved  in  
th e  la rg es t o f  th e  item s to  be fo u n d  u n d e r th e  he ad in g  o f f inancia l u n i 
la te ra l tra n sfe rs . T h is  is th e  $500 m illion  of “financial a id ” a p p ro 
p r ia te d  by  C ongress in  1942 fo r  th e  benefit o f  th e  C hinese G overn 
m ent. T h is  sum  w as d ra w n  on th ro u g h  th e  succeeding years to  such 
an  ex ten t th a t  only a sm all fra c tio n  rem ained  und isbu rsed  a t th e  
end  o f 1945. T h is  so-called a id  w as n o t an  o u tr ig h t g if t ,  b u t  th e  
questions how  o r w h e th e r rep ay m en t w ould be m ade w ere le f t  open, and  
th e  possib ility  th a t  th e  C hinese obliga tion  w ould  be fo rg iven  ap pears  
definitely  to  have  been envisaged. I t  w as decided fo r  th is  reason  to 
consider th e  item  as u n ila te ra l in  n a tu re , in  th e  ba lance-of-paym ents 
sta tem en t.

T h e  only im p o rta n t G overnm en t financia l u n ila te ra l tr a n s fe r  o th er 
th a n  th e  C hinese financial a id  is th e  offset to  th e  a lre ady  m entioned 
n e t tro o p  p a y  an d  o th er  expend itu res in  special currencies.

L o ng -T erm  C ap ita l M ovem en ts
O nly  sca tte red  com m ents on cap ita l m ovem ents a re  possible. T here  

w as some n e t w ith d ra w a l o f p r iv a te  U n ite d  S ta te s  c ap ita l fro m  th e  
“a ll  o th e r” g roup , an d  also som e n e t w ith d raw a l o f fo re ig n  c ap ita l 
fro m  th e  U n ite d  S ta te s, d u r in g  th e  years  1940-43. T h e  la t te r  m ove 
m en t w as due to  th e  a lready-m en tioned  opera tions o f th e  A lien  P ro p 
e rty  C ustodian, w hich tended  to  outw eigh  purchases o f U n ite d  S ta tes  
securities, w hich  w ere  fa ir ly  heavy in  1942 an d  1943. T h e  positive  
balance on m ovem ents o f U n ite d  S ta te s c ap ita l w as la rg e r  th a n  th e  
negative  ba lance on m ovem ents o f fo re ign  c a p ita l in  every y ear  except 
1942, how ever, so th a t  th e  n e t ba lance  on a ll ty pes o f cap ita l m ovem ents 
w as positive  in  every y e a r except 1942.

I n  1944, th e  ac tiv ities  o f th e  A lien  P ro p e r ty  C u stod ian  w ere sm all, 
an d  a t th e  same tim e th e re  w as a heavy ne t influx o f fo re ign  cap ita l, 
la rg e ly  as th e  re su lt of pu rchases o f o u ts ta n d in g  U n ite d  S ta te s  secu 
rities . M ovem ents of bo th  U n ite d  S ta te s an d  fo re ig n  c a p ita l w ere 
th e re fo re  in  th e  sam e d irec tion  an d  th e  n e t positive  ba lance w as 
la rge .

U n ite d  S ta te s le n d in g  to  th e  “a ll o th e r” g ro up  o f coun tries was 
renew ed in  1945 w ith  th e  cessation o f ac tua l hos tilities , a nd  sm all 
am ounts o f fo re ign  c a p ita l w ere also w ith d ra w n ; consequently, th e  
d irec tion  o f m ovem ent w as reversed fro m  th a t  in  1944 a nd  th e  to ta l 
n e t ba lance  w as negative.

T r a n s a c t i o n s  W i t h  I n t e r n a t i o n a l  I n s t i t u t i o n s

T he  in te rn a tio n a l in s ti tu tio n s  “area ,” as no ted  elsew here (see p . I l l )  
includes bo th  in te rn a tio n a l o rgan iza tion s such as U N E E A  an d  th e  
n e t go ld  p ro d u ctio n  (o r consum ption ) item , w h ich  appe ars  w ith  
offse tting  signs un d er  m erchand ise  tr a d e  and  in  th e  go ld  an d  sho rt-
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Tabl e 41.—T ra n sa c tions o f th e  U nited  S ta te s  w ith  in te rn a tiona l in s titu tio n s ,
1 9 ! ,0 - J ,5

[ In  m illions  of do lla rs]

I te m 1940 1941 1942 1943 1944 1945

148 147 92

148
148

147
147

92
92

1. M o v e m e n ts  of U n ite d  S ta tes  ca p ita l in-

2. M o v e m en ts  of fore ign  ca p ita l in v e s te d  in

23 45 177

23
23

45
45

85
85

92

1. M o v e m e n ts  of U n ite d  S ta te s  ca p ita l in -

2. M o v e m en ts  of fo re ign ca p ita l in v e s te d  in

I I I .  E xcess of re ce ip ts  ( + )  o r p a y m e n ts  ( —), to ta l___ + 148 + 147 + 9 2 - 2 3 - 4 5 -1 7 7

+ 148 + 147 + 9 2 - 2 3 - 4 5 - 8 5
- 9 2

-1 7 7N e t  goods a n d  serv ices a n d  u n ila te ra l trans fe rs . + 148 + 147 + 9 2 - 2 3 - 4 5

IV . N e t inflow  ( + )  or ou tflow  ( —) of fu n d s  on  gold
-1 4 8 -1 4 7 - 9 2 + 2 3 + 5 5 +101

A . N e t  U n ite d  S ta te s  gold  sa les ( + )  o r pu rchases 
( - ) . ............ ............. -1 4 8 -1 4 7 - 9 2 + 23 + 4 5 + 8 5

B . N e t  m o ve m en t of U n ite d  S ta te s  sh o rt- te rm

C . N e t  m o ve m en t of fo re ign sh o rt- te rm  ca p ita l in
+ 1 0 + 1 6

- 1 0 + 7 6

te rm  c ap ita l account. T h e  go ld  item  in  th e  la tte r  accoun t fo r  th e  
o th e r fo u r a reas rep re sen ts  in  each case transac tio n s w ith  th e  respec 
tive  a re a  specifically  (i. e., exports , im po rts , a nd  changes in  e a r 
m a rk in g ) ; th e  a lge b ra ic  sum  o f th e  go ld  item  fo r  a ll five areas con 
sequently  equals the. change in  th e  U n ite d  S ta te s stock o f m o netary  
gold . F o r  th e  years 1940-43, th e  item s rep re se n tin g  n e t dom estic p ro 
duc tion  o r consum ption  o f go ld  are  th e  on ly en tries  in  th e  table .

T h e  cash g i f t  o f $92 m illion  by th e  U n ite d  S ta te s G overnm ent to  
U N R R A  in 1945 ap p ears as a u n ila te ra l tra n s fe r  to  “in te rn a tio n a l 
in s ti tu tio n s ,” as does th e  increase  o f $16 m illion  in  sh o rt- te rm  liab ilitie s  
o f th e  U n ite d  S ta te s to  U N R R A  (i. e., U N R R A  balances in  U n ite d  
S ta te s  b a n k s ). T he  difference betw een these tw o  figures, o r $76 
m illion , corresponds e ith e r to pu rchases by  U N R R A  in  th i r d  coun tries 
o r  to  ex ports  fro m  th is  coun try . O nly U N R R A  ex ports  financed 
d ire c tly  by th e  U n ite d  S ta te s G overnm ent a re  segregated  in  tra d e  
sta tis tics .

U n fo rtu n a te ly , as no ted  in  a ppend ix  B , ou r d a ta  on “fo re ign  govern 
m en t rep re se n ta tion  in  th e  U n ite d  S ta te s” w ere too scan ty  to  enable 
u s to  iso la te  w ith  any  p recision  th a t  p o rtio n —very  sm all in  th e  pe riod  
covered— a ttr ib u ta b le  to  expend itu res  in  th is  co un try  by in te rn a tio n a l 
in s titu tio n s ; consequently  we have m ade no estim ate  fo r  it.

7 6 9 1 5 5 - 4 8 - 1 1 1 5 3



C h a p te r  Y

I m p l i c a t i o n s  f o r  t h e  F u t u r e

T here  can be li t t le  doub t th a t  th e  m ost im m ed ia te problem  a t th e  
en d  o f th e  w a r w as th e  recon stru c tion  o f th e  devasta ted  areas and  
th e  rep len ish m en t o f  exhausted stocks o f p ro du ce r a n d  consum er 
goods in  p ra c tica lly  a ll coun tries. In s o fa r  as th e  lo ng-ru n  effects a re  
concerned, i t  is scarcely to  be expected th a t  th e  events o f W o rld  W a r  
I I  a nd  th e  y ears im m ed ia te ly  following- i t  w ill leave th e  previously  
established  p a tte rn  o f w orld -w ide econom ic re la tio nsh ip s a nd  t r a n s 
ac tions unaffected. H is to ry  show s, how ever, th a t  w a rs u sually  do no t 
c rea te e n tire ly  new  s itu a tion s : th e y  gene ra lly  in te n sify  an d  accelerate 
conditions and  tre n d s a lready  in  existence. T o  ju dg e  th e  effects o f th e  
w a r on o u r fu tu re  in te rn a tio n a l tra nsac tio n s, i t  seems m ost p rom ising , 
th erefo re , to  look fo r  developm ents a lrea d y  discern ib le before th e  w a r 
w hich, because o f th e  events o f rece n t years, a re  like ly  to  have  been 
m ore  o r less a g g rav a ted  o r accelerated.

I n c r e a s e d  G o v e r n m e n t  C o n tr o ls

O ne o f th e  fac to rs w h ich  h a d  g ra d u a lly  ga ined  in  im p ortanc e  be 
fo re  th e  w ar, b u t w as g re a tly  streng th en ed  d u rin g  th e  conflict, was 
th e  d ire c t a nd  in d irec t role take n  on by  ou r ow n and fo re ign  g ov ern 
m en ts in  in te rn a tio n a l tra nsac tion s.

D u rin g  th e  w ar p ra c tica lly  a ll  ou r  in te rn a tio n a l tran sac tion s, bo th  
on c u rre n t a nd  on c ap ita l account, w ere e ith er  d ire c tly  conducted or 
closely reg u la ted  by  th e  G overnm ent. A ltho ug h  th e  steps take n  
d u r in g  th is  pe rio d  exceeded by f a r  th e  p re w ar A m erican  p rac tice  of 
in d ire c t contro ls by  such m eans as ta riffs , th ey  w ere considered th e  
m ost effective w ay to  m obilize ou r resources fo r  w ar, and  w ere con 
s is ten t w ith  contro ls  im posed on dom estic economic activities. To 
w h a t ex ten t and  in  w h a t fo rm  governm en t contro ls a re  con tinued  
here  a nd  ab ro ad  constitu tes one o f th e  m a jo r  p rob lem s a ris in g  out 
o f th e  w ar.

G overnm en t contro ls  an d  cen tra lized  economic p lan n in g , w hich 
usu ally  have  th e ir  o rig in  in  n a tio n a l em ergencies, have  been m a in 
ta in ed  a f te r  th is  w a r in  m any m ore  fo re ign  coun tries th a n  a f te r  
W o rld  W a r  I .  T h is  w as due  p a r t ly  to  th e  m uch b igge r ta sk  of re 
construc tion  a nd  the  m uch m ore u rg e n t need fo r  h u sba nd in g  scarce 
fo re ign  exchange and  go ld  reserves and  p a r t ly  to  g ro w th  o f ideologies 
fa v o rin g  s ta te  con tro l o f econom ic affairs. T o  th e  ex ten t th a t  gov 
e rnm en t contro ls w ere crea ted  ab road  to  m eet th e  specific em ergen 
cies a ris in g  fro m  th e  w a r a nd  th e  reconstruc tion , th ey  could be 
d iscon tinued  as soon as th e  em ergency period  is passed. H ow ever,
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th e re  can be li t t le  dou b t th a t , even in  th e  longer ru n , governm en t 
co n tro ls  a nd  p a rtic ip a tio n  w ill p lay  a  g re a te r  ro le  in  in te rn a tio n a l 
transac tio n s o f fo re ign  co un tries; an d  th a t  th e  U n ite d  S ta te s and  
o th e r coun tries w hose economies are  essen tia lly  based  upon p riv a te  
e n te rp rise  w ill have  to  face th e  problem s a ris in g  fro m  th is  
s itua tion .

G overnm en t p a rtic ip a tio n  in  fo re ig n  tra d e  m ay m ake fo r  a la rg e  
m onopoly  elem ent, bo th  on th e  bu y in g  an d  se lling  sides. B y  g u a r 
an tee ing  a  fixed m ark e t fo r  a considerable pe rio d  o f tim e, an  im 
p o r tin g  co un try  could ob ta in  supplies a t  fav o rab le  p rices on a 
preclusive basis  a t  th e  o r ig in a l source. T h is  m ay exclude o th e r  
coun tries fro m  th e  sam e m arke ts  o r m ay force  sm aller coun tries o r  
p r iv a te  pu rcha sers w ho buy in  sm aller qu an tities  to  pay  h ighe r 
prices. T h e  coun tries re ly in g  upon p r iv a te  im p o rte rs  o f ra w  
m ateria ls , w ould, th erefo re , be a t  a d is tin c t d isadvan tage .

G iv en  a  su bs ta n tia l deg ree o f governm en t contro l, in te rn a tio n a l 
tra nsac tio n s m ay also be m ore  open to  influence by  po litica l considera 
tions— in te rn a tio n a l o r dom estic. T hese  m ay n o t on ly  de term in e  th e  
choice o f th e  fo re ign  tra d e  p a r tn e r  b u t also th e  ex ten t, tim in g , a nd  
te rm s o f tra d e . Com m erce conducted a long such lines w ould increase 
th e  un ce rta in tie s u n d e r w hich p r iv a te  business w ould have  to  be  
conducted.

T h e  cruc ia l p roblem  w hich  w ill have  to  be solved centers a ro und  th e  
issue o f m eeting  th e  effect o f econom ic contro ls ab road  w hich  affect ou r 
in te rn a tio n a l tran sac tion s, w ith o u t im posing sim ila r  contro ls on o u r 
ow n dom estic economy. A  so lu tion  w hich  w ould req u ire  u s to  in 
te n s ify  ou r contro ls to  m atch  those im posed ab ro ad  w ould  obviously 
be u n sa tis fa c to ry  to  th e  g re a t m a jo rity  o f A m ericans. R a th e r , we 
should  exercise a successful lead ersh ip  in  re s to rin g  an d  m a in ta in in g  a 
h ig h  an d  stab le  level of w orld  economic ac tiv ity , th us e lim in a ting  m any  
o f th e  cond itions w h ich  have  led  to  th e  im position  o f res tric tio ns  
abroad. T h is  m ay m ean a la rg e  m easure o f a id  th ro u g h  g ra n ts , loans, 
o r  investm ents d u rin g  th e  n ex t few  years ; in  th e  long  ru n , i t  m eans th e  
estab lishm en t o f a la rg e  an d  stab le m a rk e t fo r  fo re ig n  p rodu cts  in  th is  
coun try , by m a in ta in in g  ou r economy a t a  h ig h  level o f a c tiv ity  an d  
red ucing  ta riffs  a nd  o th e r im p o rt b a rrie rs  to  th e  low est p rac ticab le  
level.

T h e  S h o r t a g e  o f  D o l l a r  E x c h a n g e

T h e  economic effect o f th e  w a r w hich  is m ost obvious— an d  a t th e  
sam e tim e o f m ost im m ed ia te im portance—is th e  w idesp read  destruc 
tio n  o f p rodu cer  a nd  consum er cap ita l, an d  physica l in roads on the  
labo r force, in  th e  w ar areas, w ith  th e  re su lt in g  sho rtages of p rod u c 
tion  th a t  a re  th e  m ain  cause o f th e  so-called do lla r  scarc ity . I n  a d d i 
tion , even in  areas w hich w ere no t exposed to  d ire c t destruc tion , stocks 
o f consum er an d  p ro du ce r goods w ere dep le ted  ow ing  to  th e  in a b ility  
o f th e ir  ow ners to  ob ta in  necessary rep lacem ents.

C om pared  w ith  th e  s itu a tio n  in  W o rld  W a r  I ,  th e  areas exposed 
to  d ire c t destruc tion  w ere m uch la rg e r  a nd  sp read  over m any m ore 
countries, an d  th e  ac tua l dam age w as m uch m ore  intense. Because o f 
th e  lo nger d u ra tio n  a nd  th e  la rg e r  w a r requirem en ts, th e  dep le tion  o f 
stocks even in  areas rem oved fro m  active  w a rfa re , such as th e  W es te rn  
H em isph ere , w as m uch g rea te r. O n th e  pos itive  side—if  one can  
speak  in  such te rm s o f a n y th in g  p e rta in in g  to th e  w ar— has been th e
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increase  in  p rodu ctive  capacity  a nd  im provem en ts in  technological 
processes w h ich  can be app lied  in  peacetim e. T hese  benefits have  ac 
c rued  p rin c ip a lly  to  countries outside  th e  w ar zone.

T h e re  is no w ay of e s tim a tin g  re liab ly  th e  to ta l cost o f rep lac in g  
w h a t w as destroyed  o r used up , b u t th e re  can be no question  th a t  i t  
is m any tim es h ig h e r  th a n  a f te r  W o rld  W a r  I ,  an d  p e rh ap s even 
h ig h e r th a n  th e  costs of equ ip p ing  and  m a in ta in in g  th e  arm ed  forces 
d u r in g  th e  rece n t hostilities. U ndo ub ted ly  m ost coun tries, n o t only 
those d ire c tly  engaged  in  th e  w ar, v ic to rs as w ell as vanqu ished, b u t 
also m any  w hich  rem ained  on th e  side  lines, em erged phy sica lly  poorer 
a f te r  th e  conflict th a n  th ey  w ere a t  its  s ta r t ,  6 y ears earlie r. T he  
increased  volum e of liqu id  assets (m oney and  governm en t bonds) he ld  
by  c itizens in  a ll countries cann o t h ide th e  fac t o f physica l im pover 
ishm en t, a nd  has in  itse lf ra ised  serious difficulties in  th e  equitab le 
d is tr ib u tio n  o f scarce goods a nd  ham pered  p ro du ctive  effort.

O n balance, o f course, economic losses w ere m uch heav ie r -in the  
coun tries o f E u ro p e  a nd  A sia  d irec tly  exposed to  w a rfa re  th a n  in 
o th er  countries, in c lu d in g  th e  U n ite d  S ta tes. T he  s ta n d a rd  of liv ing  
in  th e  fo rm er countries, a t  least d u rin g  th e  reconstruc tion  period , is 
in  even g re a te r  co n tra st w ith  th a t  of th e  U n ite d  S ta te s th a n  w as th e  
case befo re  th e  w ar. T h is  cond ition  m ust force  th e  re s t o f th e  w orld  
to  look chiefly to  th e  U n ite d  S ta te s fo r  th e  supplies, equipm ent, an d  p ro 
duction  techniques th ey  need to  b r in g  th e ir  s ta n d a rd  of liv in g  closer 
to the  level they  conceive as th e ir  u ltim ate  goal.

U n til  reconstruc tion  is com pleted, th e  w a r- to rn  coun tries cannot 
ap p roa ch  even th e ir  p re w ar s tan d a rd s  o f liv in g  except th ro u g h  sub 
s ta n tia l outside  a id  in  th e  fo rm  o f loans o r g ra n ts . O nly a few  
countries in  th e  w orld  a re  phy sica lly  able to  p rov id e  th a t  a id . C hief 
of these is th e  U n ite d  S ta tes, w ith  C anada, A rg e n tin a , and  a few 
o thers able to  p rovide  assistance in  m uch sm aller am ounts.

I t  could be m a in ta in ed  th a t  th e  stricken  coun tries should a d jus t 
th e ir  s tan d ard s of liv ing  to  th e  low er levels d ic ta ted  by th e ir  p resen t 
p roductive  resources, a nd  th u s b r in g  th e ir  accounts w ith  th e  U n ited  
S ta tes in to  balance by  cu tt in g  im po rts  and  seeking to  increase exports  
th ro u g h  reduced  in te rn a l prices o r exchange ra tes. A side  fro m  m oral 
a nd  h u m a n ita r ia n  reasons fo r  n o t ad vocating  a so lution  th a t  w ould 
m ean ac tua l m ass s ta rv a tio n  in  m any countries, i t  w ould n o t be to  the 
lo ng-run  po litica l o r  economic ad va n tage  of th e  U n ite d  S ta tes  to  p e r 
p e tua te  the  p resen t inequality .

I n  any  event, fo r  th e  n ex t severa l years agg reg ate  fo re ign  ab ility  
to  produce  w ill be too low to  m eet requ irem en ts fo r expo rt in  a d d i 
tion  to  those fo r  dom estic consum ption an d  reconstruc tion . C onse 
quently , ou r  im p o rts  w ill rem ain  co m para tive ly  sm all, w hile fo reign  
dem and  fo r  ou r p rodu cts  w ill continue  to  be re la tiv e ly  h igh . T he 
re su lt in g  deficit in  th is  in te rim  pe rio d  can be am e lio ra ted  by any  one 
or a com bination  o f th e  fo llow ing  m e th o d s :

U n i l a t e r a l  T r a n s f e r s

I n  th e  first place, we can he lp  w a r-d ev as ta ted  coun tries to  m eet 
m inim um  essential needs fo r  subsistence a nd  n a tio n a l security  
th ro u g h  a system  of u n ila te ra l tra n s fe rs , p a r tic u la r ly  to  those  coun 
tr ie s  whose p o litica l s ta b ili ty — and , hence, economic w elfare— is a 
p rim e objective o f ou r fo re ign  policy. T h is  so lution  has th e  v irtue  
o f recogn iz ing  th e  h a rd  fac ts  of th e  situa tion , because, like  w artim e
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lend-lease, i t  w ould p re ven t th e  crea tion  o f a b u rde n  of “ dead  w e ig h t” 
in te rn a tio n a l debt o f the  ch arac ter  th a t  p lag ued  th e  w orld  economy in  
th e  in te rw a r period .

L i q u i d a t i o n  o f  G o l d  a n d  D o l l a r  A ssets

A s a  second a lte rn a tiv e , w h ich , how ever, is  n o t availab le  to  some 
o f th e  n a tion s in  g re a te s t need, fo re ign  co un tries can d raw  on th e ir  
ex istin g  long- and  sh o rt- te rm  d o lla r  assets a nd  sell us gold, e ith er  
fro m  new  p rodu ction  o r fro m  stocks. A s discussed elsew here in  th is  
volum e,1 fo re ign  coun tries he ld  abou t $23.8 b illion  in  go ld  a n d  sh o rt 
te rm  do lla r  assets a t  th e  end o f 1945, com pared  w ith  ab ou t $15.8 b il 
lion  a t th e  end  o f 1939. A  p a r t  o f  th is  $8-billion increase, to gethe r 
w ith  go ld  c u rre n tly  p roduced , w ill undoub ted ly  be used to  pu rchase  
goods a nd  services in  th is  c o u n try ; in  fac t, $3.1 b illion  w as so used 
betw een J a n u a ry  1,1946, and  M arch  31,1947.

H ow  m uch o f th e  rem ain d e r w ill be used  is conjec tura l, depend ing  
on m any  fac to rs— some of th em  subjective. T h e  b e tte r  th e  economic 
prospects , fo r  in stance, th e  sm aller w ould be th e  need fo r  reserves 
req u ired  to  m eet adverse fluc tua tions in  fo re ig n  balances of p a y 
m ents. I n  an y  event, th e  desire  to  m a in ta in  adequate  w ork in g  b a l 
ances w ould be  w eighed a g a in s t th e  need fo r  U n ite d  S ta te s  goods 
and  services in  excess o f th e  am ounts w hich  could  be financed out of 
c u rre n t earn in gs o r U n ite d  S ta te s g ra n ts  and  credits.

A n  im p o rta n t aspect o f  th is  reserve  p roblem  is  th a t  th e  need  fo r  
w ork ing  balances w ill be re la tiv e ly  la rg e r  i f  fo re ign  coun tries p ra c 
tice  m u ltila te ra l r a th e r  th a n  b ila te ra l in te rn a tio n a l tra de . S ince m ul 
t i la te ra l tra d e  is m ore like ly to  ra ise , a t  least in  th e  long ru n , th e  s ta n d 
a rd  of liv ing  o f th e  p a r tic ip a tin g  coun tries a nd  to  reduce th e  dang er 
o f th e  fo rm a tio n  o f economic a nd  po litica l blocs, we should find i t  to  
o u r adv an tage  to  see to  i t  th a t  fo re ign  coun tries as a  w hole have a 
sufficient su pp ly  o f a gene ra lly  acceptable m ed ium  o f exchange. B e 
fo re  W o rld  W a r  I ,  gold, s te r lin g  ba lances he ld  in  L ondon , an d  to  a 
lesser ex ten t F re n c h  an d  Sw iss fran cs, D u tch  gu ilders, a nd  o ther 
E u ro p e a n  currencies, served as th e  p rin c ip a l m ed ia  o f exchange. 
A f te r  W orld  W a r  I  th e  U n ite d  S ta te s  do lla r w as ad ded  to  th e  lis t, 
as i t  came to  be used no t on ly  in  tra d e  w ith  th e  U n ite d  S ta te s itse lf 
bu t also in  tra d e  betw een th ird  countries.

T he  recent w a r considerab ly  increased  th e  use o f th e  do lla r  as an  
in te rn a tio n a l m edium  o f exchange, m ain ly  because th e  U n ite d  S ta te s 
em erged fro m  th e  w ar as th e  only m a jo r co un try  whose m oney w as 
m ore o r less free ly  exchangeable  a g a in st com m odities an d  gold. T he  
po un d  ster ling , w hile s till  used fo r  in te rn a tio n a l tra n sa c tio n s betw een 
m any  coun tries, has lo s t some o f its  fo rm e r significance.

B ecause o f th is  developm ent, th e  rem oval of res tr ic tio ns  in  w orld  
tra d e  w ill depend to a la rg e  ex ten t upon th e  size an d  d is tr ib u tio n  o f 
foreign-ow ned do lla r  reserves. O ur po licy o f res to rin g  and  m a in ta in 
in g  m u lti la te ra l tra d e  carrie s w ith  i t  th e  responsib ility , th e re fo re , of 
m ak ing  availab le  to  fo re ig n  coun tries do lla r  ba lances m ore  th a n  ju s t 
sufficient to  m eet c u rre n t obliga tions here. S h o rt- te rm  c re d it w as one 
o f th e  p rin c ip a l m eans by  w hich  G re a t B r ita in  long  p rov ided  th e  
w orld  w ith  a m edium  o f exchange th a t  h a d  th e  e lastic ity  to  expand  
w ith  th e  volum e o f tra d e  itse lf . B ecause o f th e  decline in  th e  le nd 
in g  cap ac ity  o f G rea t B rita in , th e  w a r le f t  a vacuum  in  th a t  field. To

1 S ee  p . 1 0 8 .
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Im p lem en t th e  policy  o f p rom otin g  m u ltila te ra l tra d e , i t  w ould be 
desirab le fo r  th e  U n ite d  S ta te s  to  fo rm  th e  m ach inery  to  fill th a t  
vacuum . P e n d in g  th is  developm ent, th e  m ore of th e ir  p resen t gold  
a n d  d o lla r  balances fo re ign  coun tries can p reserve, th e  b e tte r  the  
possib ilities  th a t  m u ltila te ra l tra d e  can be reestab lished .

L o a n s  a n d  I n v e s t m e n t s

A fte r  m eeting  basic re lie f  requ irem en ts th ro u g h  g if ts  and  co n trib u 
tions, th e  th ird  and  p ro ba b ly  m ost desirab le  so lu tion  to  th e  p roblem  
lies in  th e  re s to ra tio n  a nd  developm ent o f fo re ign  p rodu ctive  fac ilities  
th ro u g h  fo re ign  loans an d  investm ents. T hese  loans an d  investm ents 
should reduce  th e  gap  betw een A m erican  an d  fo re ign  p ro d u c tiv ity  suffi
c ien tly  to  service th e  loans a nd  st il l leave m ore fo r  in te rn a l in ves t 
m en t an d  consum ption  w ith in  fo re ign  coun tries th a n  th ey  p re sen tly  
have.

A t th e  end  o f th e  w ar to ta l U n ite d  S ta te s investm ents ab road  w ere 
ro u g h ly  $15 billion . P o s tw a r  loan  com m itm ents d u rin g  th e  fo llow ing  
4  o r 5 years m ay  a d d  an  am oun t equal to  o r g re a te r  th a n  th a t . T h e  
sum  o f a ll  fo re ig n  investm ents a t  th e  end  o f th e  reconstruc tion  period  
m ay  n o t be m uch h ig h e r  in  re a l te rm s th a n  th e  $20- to  $25-billion p eak  
o f  B ritis h  fo re ig n  investm ents reached  before th is  w a r a t m uch low er 
p rice  levels.

S uch investm ents w ould  continue th e  developm ent o f th e  U n ite d  
S ta te s  as an  in te rn a tio n a l le nd in g  coun try  w hich  s ta r te d  lo ng  before 
W o rld  W a r  I  b u t w hich  w as in te rru p te d  d u rin g  th e  1930’s. T hey  
w ould  also lead  to  a fu r th e r  increase in  th e  p ro p o rtio n  of long -term  
in te rn a tio n a l cap ita l m ovem ents o rig in a tin g  fro m  th e  U n ite d  S ta tes. 
W hile  th is  developm ent can  be observed fo r  th e  la s t h a lf  cen tu ry  
(a g a in  o m ittin g  th e  1930’s ) , i t  m ay be assum ed th a t  W o rld  W a r  I I  has 
g re a tly  accelera ted  th e  trend . T h is  reflects th e  increased  economic 
s tre n g th  o f th e  U n ite d  S ta te s  a n d  th e  decline  o f th e  U n ite d  K ingdom , 
th e  N ethe rlan ds, F ran ce , a nd  B elg ium  as m ajo r in te rn a tio n a l inves 
to rs . T h e  rise  o f C anada, A rg e n tin a , and  possibly a few  o thers can 
h a rd ly  com pensate fo r  th e  decline o f the  E u ro p e a n  countries.

T h u s  th e  U n ite d  S ta te s is assum ing th e  m ajo r  in te rn a tio n a l bank in g  
fu nc tio n  of th e  w orld  and  w ith  i t  a la rg e  share  in  th e  resp ons ib ility  fo r  
o rd erly  developm ent o f th e  in te rn a tio n a l economy. T h is  requ ires s ta 
b ility  in  in te rn a tio n a l lend ing , av o id ing  sudden  in te rru p tio n s  as in  
th e  la te  1920’s and  e a rly  1930’s. I n  th is  ta sk  th e  In te rn a tio n a l B an k  
can be o f m ajo r  a id , p a r tic u la r ly  by  p ro v id in g  new  m ach in ery  to  
a p p ra ise  th e  d esirab ility  of such investm ents a nd  by ta k in g  over a 
la rg e  p a r t  o f the  risk .

T h e  P r o b le m  o f  R e p a y m e n t

In te rn a tio n a l loans a n d  investm en ts necessarily  influence n o t only 
o th e r ba lance-of-paym en ts item s such as in te rn a tio n a l tr a d e , b u t in 
d ire c tly  also th e  dom estic economies o f th e  coun tries involved. T he  
tra n s fe r  problem s in  connection w ith  th e  outflow  o f fu n d s  a rs  u sually  
m in or, because o f th e  fre q u e n t tie -in  o f loans w ith  m erchand ise t r a n s 
fe rs , o r  because o f th e  need fo r  ad d it io n a l im po rts  by  th e  bo rrow in g  
co un try . M ajo r problem s a nd  com plica tions m ay, how ever, a rise  w ith  
th e  re tu rn  flow of th e  funds . I n  analyz ing  th e  lo ng -ru n  effect o f the  
w a r on in te rn a tio n a l economic re la tion s, th e  a b ility  o f th e  new  debtor
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coun tries to  service th e ir  debt— a nd  o f th e  U n ite d  S ta te s and  o ther 
c re d ito r countries to  absorb th e  paym en ts—m ust he ta k e n  in to  consid 
e ra tion .

I n  th is  connection th e  developm ents a f te r  W o rld  W a r  I  m ay to  some 
ex ten t be looked upo n  as a h isto r ic  p recedent. I n  com paring  th e  20 
years betw een th e  tw o  W o rld  W a rs  w ith  th e  la s t 100 years befo re  
W o rld  W a r  I ,  th e  in te n sity  a nd  ex ten t o f m a jo r  economic fr ic tio n s  d u r 
in g  th e  in te rw a r  pe rio d  rep re sen t p e rh ap s  th e  m ost obvious change. 
T he  re la tiv e ly  sm ooth developm ent o f in te rn a tio n a l economic re la tio n 
sh ips d u r in g  th e  n in e tee n th  an d  early  tw en tie th  cen tu ries m ay be 
ascribed , in  la rg e  degree, to  a  continuous g ro w th  o f w orld  p rodu ction  
a nd  tra d e  in  w hich  m alad justm en ts due to  th e  o ve rra p id  developm ent 
of any  p a r ts  o f th e  w orld  econom y w ere necessarily  lim ited  in  d u ra tio n .

T h is  g ro w th  w as stim u la ted  th ro u g h  c ap ita l m ovem ents f ro m  in du s 
t r ia l ly  an d  com m ercially advanced coun tries to  re la tiv e ly  new  areas 
w ith  th e  in te n t o f develop ing  th e  p ro du ctio n  and  tra n s p o r t o f p rodu cts  
w hich  th e  cap ita l-ex p o rtin g  coun tries requ ired . S h ipm en ts o f these  
goods fro m  th e  deb to r to  th e  cre d ito r countries m ade possible th e  tr a n s 
f e r  o f p ro fits  o r  th e  serv ic ing  of loans w itho u t th e  need  fo r  m ajo r 
ad jus tm en ts in  e ith e r g ro u p ’s econom y or in  o ther p a r ts  o f th e  w orld .

T h e  g ro w th  o f p r im a ry  in du strie s an d  tra n s p o r t  fac ilities  led  to  the  
developm ent of processing a n d  m an u fa c tu rin g  in d u stries  in  th e  “new ” 
areas, red ucing  th e  need fo r  im po rts  in  re la tio n  to  th e ir  volum e of p ro 
duc tion . A t  th e  sam e tim e th e  im p o rt requ irem en ts o f th e  advanced  
countries, p r im a rily  fo r  raw  m ateria ls , rem ained  a t  a  re la tiv e ly  con 
s ta n t  ra t io  to  th e ir  level o f p ro duction . T hese  tw o developm ents m ay 
exp la in  th e  a p p a re n tly  slow er rise of w orld  tra d e  in  m an u fa c tu red  
goods as com pared  w ith  w orld  p rod uc tion  o r w orld  tra d e  in  p r im a ry  
p rod uc ts .2

T he  re la tiv e ly  fa s te r  rise o f p r im a ry  p rodu cts  th a n  of m an u fa c tu red  
goods in  w orld  tr a d e  coincided w ith  acceleration in  th e  paym en ts of 
in te re s t and  o th er  p ro p e rty  incom es by  th e  “new ” areas to  th e  econom 
ica lly  o lder countries, as com pared  w ith  th e  re la tiv e ly  stab le  ra te  of 
new  loans and  investm en ts by  th e  la t te r  coun tries to  th e  fo rm er. T he  
no rm al developm ent o f tra d e , th erefo re , com plem ented th e  no rm al 
developm ent o f cap ita l a nd  capital-incom e m ovem ents, th u s obv ia ting  
m ajo r  ba lance-o f-paym en ts difficulties.

I n  severa l respects 'W orld  W a r  I  in te rru p te d  th e  com plem en tary  re l 
a tio n  of tr a d e  and  financia l tra nsac tio n s, th e  p r in c ip a l changes b e in g :

(1) T h e  g re a tly  advanced  in d u s tria liz a tio n  o f th e  econom ically new  
areas, w hich  reduced  w orld  specia liza tion  a n d  in te rn a tio n a l d iv ision  of 
p rodu ction  an d  gene ra lly  speeded up  th e  decline o f in te rn a tio n a l tr a d e  
in  m an u fa c tu red  goods in  re la tio n  to  w orld  p roduction .

(2 ) T he  em ergence o f one o f th e  p r in c ip a l “new ” areas, th e  U n ite d  
S ta te s, w ith  a la rg e  incom e fro m  fo re ign  investm ents, a n d  o f som e o f 
th e  o lder in du stria liz ed  coun tries w ith  reduced  n e t incom es f ro m  th e ir  
fo re ign  investm ents. T h is  app lies m ost o f a ll  to  G erm any, w hich  
changed  fro m  a c red ito r to  a deb to r n a tion , b u t  also because o f w a r 
debts, to  th e  U n ited  K ingdom , F ran c e , an d  I ta ly .

(3) T h e  la rg e  increase  o f in te rn a tio n a l indebtedness, m ostly  o f th e  
ty p e  re q u ir in g  fixed-service paym en ts, r a th e r  th a n  d irec t investm ents 
w hich  usually  involve va ria b le  paym en ts o f profits.

T he  change  o f th e  U n ite d  S ta te s to  a c red ito r na tio n  w as, how ever,

2 S ee  I n d u s t r i a l i z a t i o n  a n d  F o r e i g n  T r a d e ,  p p .  14  ff., L e a g u e  o f  N a t io n s ,  1 9 4 5 .
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n o t induced , as m ig h t have  been expected in  th eo ry , by a  re la tiv e  de 
c line  in  th e  p ro fitab ility  o f new  investm ents in  th is  coun try  below  th e  
expected p ro fitab ility  o f new  investm ents in  th e  debto r countries, p r i 
m a rily  G erm any an d  th e  A llied  N ations. I n  th e  case o f loans by  th e  
U n ite d  S ta te s to  these  coun tries, th e  outflow  o f cap ita l d id  no t lead, 
th erefo re , to  th e  developm ent o f in d u stries  w hich , because of th e ir  
h ig h e r  p ro fitab ility , could successfully com pete w ith  those o f the  
c re d ito r co un try  a n d  th u s fa c il ita te  th e  servic ing  o f th e  loans o r in 
vestm ents.

N evertheless, because th e  bo rrow in g  coun tries w ere in d u stria liz ed  
na tion s whose m ain  exports  consisted  o f m an u fa c tu red  p roducts , debt 
service req u ired  a re la tiv e ly  increasing  am ount o f m an u fa c tu red  goods 
in  in te rn a tio n a l tra d e .

T he  need fo r  h ig h e r  ex ports  o f m an u fa c tu red  goods by  th e  new 
debtors, w as accom panied by  expanded p ro d u c tiv ity  and , consequently, 
re la tiv e ly  sm aller im p o rt requ irem en ts fo r  such goods by  th e  p r in 
c ipa l c re d ito r co un try —th e  U n ite d  S ta tes. T h is  s itu a tio n  un d o u b t 
edly  co n trib u ted  to  tra n s fe r  difficulties an d  in te rn a tio n a l insolvencies, 
the ' collapse o f long-estab lished  cu rrency  re la tio nsh ip s, th e  su b s ti tu 
tio n  o f b a r te r  fo r  in te rn a tio n a l tr a d e , a nd  th e  genera l suspension of 
new  in te rn a tio n a l loans a nd  investm ents d u rin g  th e  1930’s.

I n  m any  w ays th e  developm ents d u r in g  and  a f te r  W o rld  W a rs  I  and  
I I  a re  sim ilar.

(1) C re d ito r coun tries again , as a f te r  W o rld  W a r  I ,  a re  p r im a rily  
th e  re la tiv e ly  “new ” coun tries, in c lud in g  th e  U n ite d  S ta tes.

(2) In d u s tr ia liz a tio n  o f econom ically new  areas ha s m ade fu r th e r  
an d  even la rg e r  s trid es th a n  d u r in g  W o rld  W a r  I . I t  is  p robab le , 
th erefo re , th a t  th e  tendency  w ill be fo r  th e  d ivergence betw een th e  
developm ent o f w orld  tra d e  in  m an u fa c tu red  goods a nd  th e  develop 
m en t o f w orld  p rodu ction  to  continue  to  grow .

(3) T he  new borrow ers, ju s t as a f te r  W o rld  W a r  I ,  a re  th e  in du s 
tr ia liz e d  coun tries, th e  U n ite d  K ingdom , F ran ce , I ta ly , th e  N e th e r 
land s, and , p e rh ap s a t some fu tu re  tim e, G erm any. T hese countries 
can service th e ir  debts only th ro u g h  increased ex ports  o f m an u fa c tu red  
goods.

(4) T o ta l w orld  indebtedness, p a r tic u la r ly  th e  p a r t  w h ich  consists 
o f ob liga tions re q u ir in g  fixed in te re s t a nd  a m ortiza tion  paym en ts, has 
g re a tly  increased, th u s  fu r th e r  exposing  th e  solvency o f th e  deb to r 
co un tries to  th e  fluc tua tions o f w orld  business ac tiv ity  and  prices.

T h e  coincidence o f these circum stances engenders, ju s t as a f te r  
W o rld  W a r  I ,  difficulties in  th e  tra n s fe r  o f deb t obliga tions w hich  
w ou ld  be g re a tly  accen tuated  i f  new  loans an d  o th er  a id  shou ld  su d 
den ly  be suspended. I t  does n o t seem inev itab le , how ever, th a t  th e  
experience o f th e  in te rw a r pe rio d  need  be repeated . U n d e r th e  fo l 
low ing  circum stances, difficulties a ris in g  from  th e  tre n d s  in  th e  devel
opm en t o f w orld  tra d e  a nd  th e  pecu lia r economic re la tio n sh ip  betw een 
deb to r and  c re d ito r coun tries could be resolved :

(a) Service charges on loans have  to be tra n s fe rre d  by  th e  new 
deb to rs p r im a rily  th ro u g h  increased  exports  o f m an u fa c tu red  goods 
o r th ro u g h  th e  re n d e rin g  o f services, such as sh ip p in g  or to u ris t serv 
ices. E x p o rts  of these goods a nd  services d ire c t to  th e  c red ito r coun 
tr ie s , p a r tic u la r ly  th e  U n ite d  S ta te s, m ay no t be sufficient to  m eet 
a ll  th e  deb t obliga tions in  ad d it io n  to  m ak ing  paym en ts fo r  c u rre n t 
transac tions. I t  is  necessary th a t  these debto r coun tries have  an
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e xp or t su rp lus  on c u rre n t accoun t w ith  th e  coun tries p rod u cing  an d  
e x po rting  p r im a ry  p rodu cts , an d  th a t  th e  U n ite d  S ta tes  an d  a ll  o ther 
c re d ito r coun tries w hich su pp ly  m ost of th e ir  requ irem en ts fo r  m an u 
fa c tu re d  p ro du cts  fro m  dom estic p rodu ction  have  an  eq u ivalen t im 
p o r t su rp lus  fro m  th e  coun tries p ro d u cin g  p r im a ry  m ateria ls . I n  
o th er  w ords, debt-service  charges could h a rd ly  be tra n s fe rre d  w ith o u t / 
m u lti la te ra l tr a d e , w hich  w ould  be fac il ita te d  by a w orld -w ide reduc-/ 
tio n  in  tra d e  b a rrie rs . '

(b ) E ve n  th is  p r in c ip le , how ever, w ould  no t be sufficient unless 
bo th  th e  c re d ito r n a tion s a nd  th e  in te rm ed ia ry  co un tries have  a 
sufficiently h ig h  dom estic p rod u ctio n  an d  incom e to  req u ire  im p orts  
o f a m ag n itu d e  sufficient to  p ro v ide  fo re ig n  exchange to  m eet bo th  
th e  deb to rs’ c u rre n t im p o rt requ irem en ts an d  th e ir  debt-service ob li 
g a tions. I t  is necessary, th erefo re , to  p reven t economic fluc tua tions 
no t on ly  in  th is  co un try  b u t also  in  th e  m a jo r coun tries p ro d u cin g  
p r im a ry  p roducts . T he  U n ite d  S ta te s, as th e  o u ts ta n d in g  ex po rte r 
o f new  c ap ita l, is in  a key pos ition  to  he lp  keep economic expansion  
in  these  coun tries s tead y  as w ell as to  exe rt a  p ro m in e n t influence 
upon th e  stab iliza tio n  o f w orld  dem and fo r  th e ir  p r in c ip a l p roducts . 
T h e  need fo r  such ac tiv ities  ha s been recognized a nd  th e  fram ew ork  
fo r  a p p ro p r ia te  action  has been p ro v ided  by  th e  o rgan iza tion  o f th e  
U n ited  N ations, a nd  its  specialized agencies.

(c) T h e  p ro d u c tiv ity  o f th e  deb to r co un tries w ill have  to  be suffi
c ien tly  increased to  enable them  to  com pete successfully w ith  o th er  
co un tries in  w orld  m arkets. Since a  la rg e r  p a r t  o f th e  loans a f te r  
th is  w a r— as com pared  w ith  th e  loans d u r in g  W o rld  W a r  I —w as fo r  
th e  reco ns tru c tion  o f th e  p rodu ctive  p la n t in  fo re ig n  coun tries, i t  m ay 
be assum ed th a t  a f te r  com ple tion  o f th e  reco ns truc tion  process a  la rg e  
p a r t  o f fo re ign  in d u s try  w ill be equipped  w ith  m odern  fac ilities  and  
w ill be in  a re la tiv e ly  b e tte r  com petitive  position  th a n  befo re  th e  w ar. 
F u rth e rm o re , i t  m ay be recognized ab ro ad  th a t  th e  com petitive a d 
v antages o f th e  deb to r co un trie s’ in d u stries  can  be increased  if, th ro u g h  
th e  com bination  o f severa l coun tries in to  la rg e r  econom ic un its , 
g re a te r  use can  be m ade o f m ass-p roduction  techniques.

(d ) A  fu r th e r  a id  in  sm ooth ing  th e  tra n s fe r  o f in te rn a tio n a l debt 
service a nd  in  av o id ing  res tr ic tio ns  upon  in te rn a tio n a l tra d e  and  
cap ita l m ovem ents, such as those th a t  ob ta ined  in  th e  early  1930’s, 
w ould be th e  m ore  genera l adop tion  o f deferm en t p rov isions fo r  in 
te re st paym en ts, such as fou nd  in  th e  B ritis h  loan  agreem ent. T he  
ava ila b il ity  o f a id  in  m eeting  te m p o ra ry  ba lance-o f-paym en ts diffi
cu lties th ro u g h  th e  M onetary  F u n d , a nd  th e  gene ra lly  low er in te re s t 
a nd  am ortiza tion  ra te s , shou ld  also be considered as su bs ta n tia l im 
p rovem ents over th e  situ a tio n  ex isting  a f te r  W o rld  W a r  I .

B y  1951, w’hen p rac tic a lly  a ll  G overnm en t po stw a r loans m ade u p  
to  th e  end  o f 1947 w ill req u ire  fu ll  service, rece ip ts  o f in te re s t an d  
am ortiza tio n  on such loans shou ld  am ou n t to  abou t $450 m illion . I n  
ad d ition , if  do lla r loans th ro u g h  th e  In te rn a tio n a l B an k  rise  to  $4 
billion, in te re s t a nd  am ortiza tion  on these  m ay req u ire  aro un d  $200 
m illion. E a rn in g s  a n d  am ortiza tion  on loans a nd  investm ents ex isting  
up  to  th e  end o f th e  w a r a re  a ro un d  $1 b illion . F u r th e r  p r iv a te  o r 
G overnm en t loans w ould increase  ag g reg ate  rece ip ts  even above th e  
ind ica ted  to ta l o f fro m  $1.6 b illion  to  $1.7 b illion . T h is  am oun t is 
h ig h e r  th a n  th e  to ta l do lla rs  received by  fo re ign  coun tries fro m  th e  
sale o f goods to  th e  U n ite d  S ta te s in  1932. O bviously, th erefo re ,
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fo re ig n  co un tries w ould  n o t be able to  m eet th e ir  debt ob liga tions and  
even th e ir  m in im um  im p o rt requ irem en ts fro m  th e  U n ite d  S ta te s  if  
we an d  th e  re s t o f  th e  w orld  slide  in to  a no th er  depression o f th e  
1932 m agn itud e .

T h e re  are , how ever, several reasons to  believe th a t  an o th e r dep res 
sion  o f  th is  m ag n itu de  w ill be avoided. T h e  experience d u r in g  th e  
w ar a nd  th e  first tw o p os tw ar years has p ro ved  th a t  a h ig h  level of 
p rodu ction  is possible. T he  people o f th e  U n ite d  S ta te s have  learned  
th a t  severe depressions a re  n o t inev itab le  and  th a t  they  can be avoided 
th ro u g h  a p p ro p r ia te  a nd  courageous actions on th e  p a r t  of G overn 
m en t a n d  business. F u rth e rm o re , since 1933 variou s m eans o f keep 
in g  up  incom e a n d  in vestm en t have  been developed a n d  a p p ro p ria te ly  
organized . T hese  include, am ong o thers, social in su rance , in su red  
loans to  hom e ow ners a n d  farm ers , a nd  p rice  su pp orts  fo r a g ric u ltu ra l 
p roducts . I n  add ition , th e re  is th e  consciousness on th e  p a r t  o f all 
those  in te res ted  in  o r responsib le  fo r  th e  conduct o f po litica l a nd  eco
nom ic affa irs  th a t  th e  m ain tenance  o f th e  dem ocratic  fo rm  o f govern 
m en t here as w ell as ab ro ad  is based upo n  the success w ith  w hich ou r 
type  o f economic system  operates.

Im p o rts  in to  th e  U n ite d  S ta te s  o f goods a nd  services, w h ich  con 
s t itu te  th e  m ost im p o rta n t source o f d o lla r  exchange fo r  fo re ig n  coun 
tr ie s , have  h isto r ic a lly  fo llow ed ra th e r  closely th e  changes in  ou r 
business ac tiv ity . I t  is do u b tfu l th a t  th e  w ar, on balance, has le f t  th e  
U n ite d  S ta te s  re la tiv e ly  m ore self-sufficient. T ru e , we have developed 
m any  su bs titu te s fo r  p rodu cts  w h ich  we fo rm erly  im p orted , o r have 
learn ed  to  g e t a long  w ith o u t them . I t  rem ains to  be seen, how ever, to  
w h a t ex ten t we w ill continue  to  do w itho u t these  p rodu cts  w hen 
they  become rea d ily  available.

M oreover, we have  considerably reduced  th e  reserves o f some of 
ou r m ost im p o rta n t n a tu ra l resources, an d  i f  h ig h  levels o f in d u s tr ia l 
p rodu ction  p re v a il here, some o f o u r dom estic supp lies m ay have  to  
be supplem ented by im po rts  fro m  abroad. T h e re  should also be a 
la rg e r  m ark e t here  fo r  d istinc tive  consum er goods w hich are  n o t th e  
p rodu cts  o f  m ass-p roduction  ind ustries , a nd  w hich, th erefo re , could  be 
p roduced  ab ro ad  a t  low er co m p ara tive  costs. T h e  longer, how ever, th e  
re h a b ilita tio n  o f fo re ign  p rodu ction  is delayed, th e  g re a te r  w ill be 
th e  tre n d  to w ard  self-sufficiency in  th e  U n ite d  S ta tes.

E ve n  assum ing th a t  th e  fac to rs w hich  w ould reduce im p o rts  in  
re la tio n  to  th e  level o f dom estic p ro d u c tio n  a re  n o t quite  com pensated 
by those  w hich w ou ld  increase  them , ou r pu rchases o f goods a n d  serv 
ices m ig h t be expected to  rise  to  $10 b illion  o r $11 b illio n  pe r year  a t  
p rices p re v a ilin g  d u r in g  th e  first 6 m on ths o f 1947— un d er  cond itions 
o f p ro sp e rity  in  th is  co un try  a nd  a f te r  p ro du ctiv e  a nd  service fac ilities  
ab ro ad  a re  resto red . E ven  h ig h e r  levels m ay be reached  i f  U n ite d  
S ta te s tra d e  b a rr ie rs  a re  su b stan tia lly  reduced. C om pared  w ith  th is  
level o f im ports , w hich  could be supp lem ented  by  p riv a te  and  pub lic 
g if ts  a nd  by continued c ap ita l exports , th e  p rospective  bu rd en  im posed 
upo n  fo re ign  coun tries by th e ir  debt obliga tions does n o t seem to  be 
in to le rab ly  h igh .

I t  shou ld  n o t be assum ed fro m  th e  fo reg o in g  p a ra g ra p h s  th a t  th e  
do lla r  problem  w ill au tom atica lly  be solved by  th e  com ple tion  of 
reconstruc tion . T he  existence o f ra p id  com m unica tions a nd  th e  w a r 
tim e m ovem ents o f A m erican  troops, equipm ent, a nd  supp lies have 
m ade th e  w hole w orld  b e tte r  acquain ted  w ith  A m erican  techniques,
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a n d  th e  use o f A m erican  p rodu cts  w ill con tinue  to  grow . H ow ever, a 
continuous sho rtage  o f do lla rs  m ig h t ind ica te  a basic d isequ ilibrium  in  
th e  ra te  o f exchange betw een th e  do lla r a n d  fo re ig n  currencies.

B efo re  th e  w ar, do lla r  scarc ities  w ere accom panied by scarcities  
o f o th e r currencies w hich w ere free ly  convertib le  in to  do lla rs  o r 
gold. T h e re fo re , i f  fo re ign  coun tries im posed  im p o rt or exchange 
contro ls , th ey  w ere n o t necessarily  d isc rim in ato ry  a g a in st th e  U n ite d  
S ta tes. I f ,  in  th e  fu tu re , th e  d o lla r  an d  only a  re la tiv e ly  few  o ther 
cu rrencies become scarce in  th e  re s t o f th e  w orld , im p o rt re s tr ic 
tio n s w ill have  to  be d irec ted  specifically a g a in st th e  scarce-currency 
countries. T he  exact m ethods o f dea ling  w ith  th e  scarce-currency 
p roblem  w ill be de term ined  by th e  M on eta ry  F u n d . E ven  th o u g h  

„ th is  in te rn a tio n a l agency m ay in su re  an  o rd erly  process in  a d ju s t 
in g  d o lla r-sca rc ity  problem s, i t  w ould neverthe less be to  th e  a dv an 
ta g e  o f th e  U n ite d  S ta tes  no t to  become econom ically isolated.

T h is  s itu a tio n  can be avoided th ro u g h  g re a te r  d isbursem ents of 
# d o lla rs  by th e  U n ite d  S ta te s fo r  im po rts  o f goods an d  services or

th ro u g h  fo re ign  investm ents. A  h ig h  level o f dom estic p rod uc tion  
and  consum ption , favo rab le  policies in  respect to  ta r if fs  and  ex p o rt 
subsidies, conservation  of dom estic n a tu ra l resources, s tim u la tio n  
o f fo re ign  trav el, a nd  fo re ign  investm ents to  increase fo re ig n  p ro 
d u c tiv ity  shou ld  in  th e  long  ru n  p rov ide  a sa tisfac to ry  answ er to  
th e  d o lla r-sca rc ity  problem .

S u m m a r y

V iew ing a ll these tre n d s  to ge th er, i t  seems th a t  th e  w a r has le f t 
th e  U n ite d  S ta te s  th e  o p p o rtu n ity  and  resp on sib ility  o f assisting  
in  th e  reconstruc tion  o f  th e  w orld  econom y on th e  basis o f p rinc ip le s 
w h ich  p rov ide  fo r  th e  g re a te s t possib le freedom  o f tra d e  a n d  th e  
h igh est s ta n d a rd  of liv in g  a tta in ab le  w ith  th e  ex isting  n a tu ra l r e 
sources and  technology. T h is respo ns ib ility  involves th e  ad op tion  
o f policies w hich w ould successfully m inim ize  economic fluc tua tions 
in  th is  coun try  as w ell as in  w orld  trad e .

I f  we fa i l  to  m eet th is  o p p o rtu n ity  successfully we m ay be faced 
w ith  econom ic iso la tionism  th ro u g h  th e  crea tion  o f economic and  
po litica l blocs ab road, and  w ith  a g re a tly  reduced  w orld  tra d e  con 
ducted to  an  increas in g  ex te n t on b ila te ra l p rinc ip le s th ro u g h  G ov 
e rn m en t o rgan iza tio ns  or u n d e r G overnm en t d irec tion . A d a p ta tio n  
o f ou r ow n fo re ign  tra d e  to  such cond itions m ig h t c rea te  th e  neces
s ity  o f ex tend ing  contro ls to  an in creasing  ex ten t over ou r dom estic 
economy.
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A p p e n d ix  A

C o n c e p t s  a n d  D e f i n i t i o n s

G e n e r a l S ta te m e n t

A s  w i l l  h a v e  b e e n  n o t e d ,  t h e  d a t a  i n  t h i s  b u l l e t i n  h a v e  b e e n  p r e s e n t e d  i n  a  n e w  

f o r m ,  f i r s t  a d o p t e d  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  i n  p r e s e n t i n g  p r e l i m i n a r y  

e s t i m a t e s  f o r  1 9 4 5 . 1 B e c a u s e  t h e  m e t h o d  o f  p r e s e n t a t i o n  a n d  t h e  c o n c e p t s  i n 

v o l v e d  d i f f e r  t o  s o m e  e x t e n t  f r o m  t h o s e  p r e v i o u s l y  e m p l o y e d ,  a n  e x p l a n a t i o n  a n d  

j u s t i f i c a t i o n  o f  t h e  n e w  p r o c e d u r e  w o u l d  s e e m  t o  b e  i n  o r d e r .

I n  t h e  p a s t  t h e  b a l a n c e  o f  i n t e r n a t i o n a l  p a y m e n t s  w a s  o r d i n a r i l y  c o n s i d e r e d  

a s  a  s t a t i s t i c a l  t o o l  f o r  a n a l y z i n g  t h e  i n t e r n a t i o n a l  f i n a n c i a l  p o s i t i o n  o f  a  

c o u n t r y .  P r o m  t h i s  p o i n t  o f  v i e w  o n l y  t r a n s a c t i o n s  t h a t  i n v o l v e d  p r e s e n t  o r  

f u t u r e  p a y m e n t s  i n  a  m o r e  o r  l e s s  l i t e r a l  m o n e t a r y  s e n s e  n e e d e d  t o  b e  i n c l u d e d .  

U n l e s s  a  p a r t i c u l a r  e x p o r t  o f  g o o d s ,  f o r  i n s t a n c e ,  i n v o l v e d  a n  i m m e d i a t e  p a y 

m e n t  o r  c r e a t e d  a  m o n e t a r y  c l a i m  o n  ( o r  e x t i n g u i s h e d  a  m o n e t a r y  d e b t  t o )  a  

f o r e i g n  c o u n t r y ,  i t  w a s  n o t  i n c l u d e d  i n  t h e  s t a t e m e n t  o f  f o r e i g n  t r a n s a c t i o n s .  T h e  

e f f e c t s  o n  t h e  d o m e s t i c  e c o n o m y  o f  i n t e r n a t i o n a l  t r a d e  w e r e  o f  i n t e r e s t  p r i m a r i l y  

i n  e x p l a i n i n g  t h e  w o r k i n g  o f  t h e  a d j u s t m e n t  m e c h a n i s m  u n d e r  w h i c h  a n  e x c e s s  

o f  e x p o r t s  o r  i m p o r t s  w o u l d  s e t  i n  m o t i o n  c e r t a i n  e c o n o m i c  c h a n g e s  ( p r i m a r i l y  i n  

i n t e r e s t  r a t e s  a n d  p r i c e s )  t h a t  w o u l d  t e n d  t o  r e v e r s e  t h e  f l o w  o f  p a y m e n t s  a n d  

r e s t o r e  e q u i l i b r i u m  i n  t h e  i n t e r n a t i o n a l  a c c o u n t s .

I n  r e c e n t  y e a r s  t h e  d e v e l o p m e n t  o f  n a t i o n a l  a c c o u n t i n g — n a t i o n a l  i n c o m e  a n d  

p r o d u c t  d a t a — h a s  l e d  t o  a  m o r e  t h o r o u g h  c o n s i d e r a t i o n  o f  t h e  p l a c e  o f  f o r e i g n  

t r a n s a c t i o n s  i n  t h e  d o m e s t i c  e c o n o m y .  I n  p a r t i c u l a r ,  i t  h a s  s e e m e d  a d v i s a b l e  

t o  s h o w  i n  t h e  b a l a n c e - o f - p a y i n e n t s  s t a t e m e n t  t h e  e x t e n t  t o  w h i c h  d o m e s t i c a l l y  

p r o d u c e d  g o o d s  a n d  s e r v i c e s  h a v e  b e e n  t r a n s f e r r e d  t o  f o r e i g n  c o u n t r i e s  a n d  

v i c e  v e r s a ,  a n d  h o w  t h e  d i f f e r e n c e  ( t h e  e x p o r t  o r  i m p o r t  s u r p l u s )  w a s  f i n a n c e d .

I f  a  c o u n t r y  e x p o r t s  m o r e  t h a n  i t  i m p o r t s ,  t h e  e x c e s s  c a n  b e  f i n a n c e d  i n  O n e  

o f  t h r e e  w a y s .

1 .  B y  i n t e r n a t i o n a l  g i f t s  o r  c o n t r i b u t i o n s ,  s u c h  a s  l e n d - l e a s e ,  r e p a r a t i o n s ,  o r  

p e r s o n a l  g i f t s  s u c h  a s  s o - c a l l e d  i m m i g r a n t  r e m i t t a n c e s .  I t  s h o u l d  b e  n o t e d  t h a t  

t h i s  r e s u l t  m a y  b e  a c c o m p l i s h e d  e i t h e r  b y  g i v i n g  t h e  f o r e i g n  c o u n t r i e s  t h e  g o o d s  

a n d  s e r v i c e s  ( e .  g . ,  t h r o u g h  l e n d - l e a s e )  o r  g i v i n g  t h e m  t h e  m o n e y  w i t h  w h i c h  t o  

b u y  g o o d s  a n d  s e r v i c e s  ( e .  g . ,  p e r s o n a l  o r  i m m i g r a n t  r e m i t t a n c e s ) .

2 .  B y  l o n g - t e r m  c a p i t a l  m o v e m e n t s .  T h e  e x p o r t - s u r p l u s  c o u n t r y  m a y  b e  m a k 

i n g  l o n g - t e r m  l o a n s  a n d  o t h e r  i n v e s t m e n t s  a b r o a d ,  o r  t h e  f o r e i g n  c o u n t r i e s  m a y  

b e  l i q u i d a t i n g  t h e i r  i n v e s t m e n t s  i n  t h e  e x p o r t i n g  c o u n t r y .

3 . B y  t h e  u s e  o f  l i q u i d  f o r e i g n - e x c h a n g e  r e s e r v e s ,  n o r m a l l y  g o l d  a n d  s h o r t 

t e r m  f o r e i g n - e x c h a n g e  h o l d i n g s .  T h e  e x p o r t i n g  c o u n t r y  m a y  a c c e p t  g o l d ,  i n 

c r e a s e  i t s  h o l d i n g s  o f  f o r e i g n  c u r r e n c y  o r  o t h e r  s h o r t - t e r m  c l a i m s  o n  f o r e i g n  

c o u n t r i e s ,  o r  t h e  f o r e i g n  c o u n t r i e s  m a y  r e d u c e  t h e i r  s h o r t - t e r m  c l a i m s  o n  t h e  

e x p o r t i n g  c o u n t r y .

T h e  f o r m  o f  p r e s e n t a t i o n  a d o p t e d  ( t a b l e  1 )  d i s c l o s e s  a l l  t h e s e  f a c t s  i n  a  r e l a 

t i v e l y  s u c c i n c t  m a n n e r .  U n d e r  t h e  g e n e r a l  h e a d i n g  o f  r e c e i p t s  ( a l s o  c o m m o n l y  

c a l l e d  c r e d i t s )  a r e  e n t e r e d  a l l  t h o s e  t r a n s a c t i o n s  t h a t  i n v o l v e  p a y m e n t s  t o  t h e  

U n i t e d  S t a t e s  f r o m  a b r o a d ,  o r  w h i c h  w o u l d  o r d i n a r i l y  b e  p r e s u m e d  t o  i n v o l v e  

s u c h  p a y m e n t s .  F i r s t ,  o f  c o u r s e ,  a r e  m e r c h a n d i s e  e x p o r t s — h e r e i n  r e f e r r e d  t o  

s i m p l y  a s  g o o d s — a n d  s o - c a l l e d  i n v i s i b l e  e x p o r t s ,  s u c h  a s  t h e  s e r v i c e  o f  c a p i t a l  

( i n c o m e  o n  i n v e s t m e n t s ) ,  o c e a n  f r e i g h t ,  e x p e n d i t u r e s  o f  f o r e i g n  t o u r i s t s  w i t h i n  

t h e  c o u n t r y ,  a n d  s i m i l a r  i t e m s .  T h e s e  a r e  c l a s s i f i e d  a s  g o o d s  a n d  s e r v i c e s  i n  t h e  

t a b l e .  E x p o r t s  f o r  w h i c h  n o  p r e s e n t  o r  f u t u r e  p a y m e n t  i s  r e q u i r e d ,  f o r  e x a m p l e ,

1 U . S . I n t e r n a t i o n a l  T r a n s a c t i o n s  i n  1 9 4 5 , F o r e i g n  C o m m e rc e  W e e k ly , J a n u a r y  1 9 , 1 9 4 6 .
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s h i p m e n t s  u n d e r  t h e  U N I t R A  p r o g r a m ,  a r e  i n c l u d e d .  S i m i l a r  c a t e g o r i e s  o n  t h e  

p a y m e n t s  ( d e b i t )  s i d e  o f  t h e  a c c o u n t  r e f l e c t  t h e  a c q u i s i t i o n  o f  g o o d s  a n d  s e r v i c e s  

f r o m  f o r e i g n e r s ,  i n c l u d i n g  v i s i b l e  t r a d e ,  t o u r i s t  s e r v i c e s ,  m i l i t a r y  e x p e n d i t u r e s  

a b r o a d ,  a n d  m a n y  o t h e r s .

T i i e  s e c o n d  m a j o r  g r o u p  o f  t r a n s a c t i o n s  i s  d e s i g n a t e d  a s  u n i l a t e r a l  t r a n s f e r s —  

v a l u e s  t r a n s f e r r e d  t o  f o r e i g n e r s  w i t h o u t  a n y  i m m e d i a t e  q u i d  p r o  q u o  o r  w i t h o u t  

c r e a t i n g  o r  e x t i n g u i s h i n g  a n  i n t e r n a t i o n a l  d e b t .  T h e  e s t a b l i s h m e n t  o f  t h i s  a c c o u n t  

s o l v e s  t h e  p r e v i o u s l y  e m b a r r a s s i n g  p r o b l e m  o f  e x p l a i n i n g  t h a t  a n  i m m i g r a n t  

r e m i t t a n c e ,  f o r  i n s t a n c e ,  r e p r e s e n t e d  t h e  p u r c h a s e  o f  a  s e r v i c e ,  o r  t h a t  a  r e p a r a 

t i o n s  p a y m e n t  w a s  a  m o v e m e n t  o f  c a p i t a l .  T h e  a c c o u n t  a l s o  i n c l u d e s  o f f s e t t i n g  

e n t r i e s  f o r  g o o d s  o r  s e r v i c e s  e x p o r t e d  o r  i m p o r t e d  o n  a  “ f r e e ”  b a s i s ; t h e  p a y m e n t  

( d e b i t )  e n t r y ,  f o r  i n s t a n c e ,  i n c l u d e s  t h e  v a l u e  o f  m e r c h a n d i s e  f u r n i s h e d  t h r o u g h  

t h e  U N R R A  m e c h a n i s m  o r  u n d e r  o t h e r  c i r c u m s t a n c e s  n o t  r e q u i r i n g  p a y m e n t .

T h e  a r r a n g e m e n t  o f  t h e  c a p i t a l  a c c o u n t s  f o l l o w s  t h a t  f i r s t  e s t a b l i s h e d  i n  t h e  

D e p a r t m e n t  o f  C o m m e r c e  p u b l i c a t i o n ,  T h e  U n i t e d  S t a t e s  i n  t h e  W o r l d  E c o n o m y .  

L o n g - t e r m  c a p i t a l  m o v e m e n t s  a r e  c o n s i d e r e d  a s  g e n e r a l l y  b e i n g  a u t o n o m o u s  i n  

n a t u r e  a n d  c o n s t i t u t i n g  p a r t  o f  t h e  d o l l a r s  “ s u p p l i e d ”  o r  “ u s e d ” ; f o r  t h i s  r e a s o n  

t h e y  a r e  s h o w n ,  a l o n g  w i t h  g o o d s  a n d  s e r v i c e s  a n d  u n i l a t e r a l  t r a n s f e r s ,  u n d e r  t h e  

g e n e r a l  h e a d i n g s  o f  r e c e i p t s  a n d  p a y m e n t s .

T h e  n e t  r e s u l t  o f  t h e s e  t h r e e  t y p e s  o f  t r a n s a c t i o n s  i s  c l o s e l y  a k i n  t o  a  “ b a l a n c e  

o f  i n t e r n a t i o n a l  p a y m e n t s ”  a s  t h a t  t e r m  h a s  b e e n  e m p l o y e d  b y  e c o n o m i c  w r i t e r s  

w i t h  l e a n i n g s  t o w a r d  t h e  c l a s s i c a l  s c h o o l . 2 E r r o r s  a n d  o m i s s i o n s  a s i d e ,  t h e  n e t  

b a l a n c e  t h u s  d e t e r m i n e d  i s  e x a c t l y  o f f s e t  b y  a n  i n c r e a s e  o r  d e c r e a s e  i n  a  c o u n t r y ’s  

n e t  s t o c k  o f  i n t e r n a t i o n a l  f i n a n c i a l  r e s e r v e s — g o l d  a n d  s h o r t - t e r m  b a l a n o e s .  T h e  

l a t t e r  a r e  t h e n  g r o u p e d  u n d e r  o n e  h e a d i n g  a s  t h e  f o u r t h  m a j o r  t y p e  o f  i n t e r n a t i o n a l  

t r a n s a c t i o n s .  I t  m u s t  b e  r e c o g n i z e d ,  o f  c o u r s e ,  t h a t  s h o r t - t e r m  c a p i t a l  m o v e m e n t s  

m a y  t h e m s e l v e s  b e  a u t o n o m o u s  i n  c h a r a c t e r ,  p a r t i c u l a r l y  w h e n  a  f l i g h t  o f  c a p i t a l  

i s  o c c u r r i n g ,  w h i l e  i t  h a s  b e e n  a m p l y  d e m o n s t r a t e d  i n  t h e  l i t e r a t u r e  o f  t h e  f i e l d  

t h a t  l o n g - t e r m  c a p i t a l  m o v e m e n t s  ( e s p e c i a l l y  t r a n s a c t i o n s  i n  o u t s t a n d i n g  s e c u r i 

t i e s )  m a y  b e  e q u i l i b r a t i n g  i n  n a t u r e .

I n  s u m m a r y ,  i t  m a y  b e  o b s e r v e d  t h a t  t h e  s t a t e m e n t  f u l f i l l s  t h e  d u a l  p u r p o s e  o f  

r e f l e c t i n g  a l l  i n t e r n a t i o n a l  e c o n o m i c  t r a n s a c t i o n s  o f  a  c o u n t r y  w h i l e  a t  t h e  s a m e  

t i m e  e x h i b i t i n g  t h e  n e t  e f f e c t  o f  t h e s e  t r a n s a c t i o n s  o n  t h e  n a t i o n ’s  i n t e r n a t i o n a l  

f i n a n c i a l  p o s i t i o n .

R e la t io n  t o  G r o s s  N a t io n a l  P r o d u c t  S ta t is t ic s

T h e  m o s t  c o m p r e h e n s i v e  s t a t e m e n t  o f  t h e  t o t a l  e c o n o m i c  a c t i v i t y  o f  a  

c o u n t r y  i s  t h e  t a b l e  n o w  c o m p i l e d  b y  m a n y  n a t i o n s  o f  t h e  w o r l d  a n d  c o m m o n l y  

r e f e r r e d  t o  a s  n a t i o n a l  p r o d u c t  ( o r  i n c o m e )  a n d  e x p e n d i t u r e . 3 A c t u a l l y  t h e  

v a r i o u s  c o m p o n e n t s  o f  t h i s  s t a t e m e n t — G o v e r n m e n t  p u r c h a s e s  o f  g o o d s  a n d  s e r v 

i c e s ,  d o m e s t i c  a n d  f o r e i g n  i n v e s t m e n t s ,  a n d  p e r s o n a l  c o n s u m p t i o n  e x p e n d i t u r e s —  

r e p r e s e n t  t h e  o u t l a y s  ( e x p e n d i t u r e s )  o f  e a c h  o f  t h e  s e g m e n t s  o f  t h e  e c o n o m y ,  

w h i l e  t h e  a l g e b r a i c  s u m  o f  t h e  t h r e e  c o m p o n e n t s  m e a s u r e s  t h e  g r o s s  n a t i o n a l  

p r o d u c t .  I n  a  c l o s e d  e c o n o m y ,  e x p e n d i t u r e s  b y  G o v e r n m e n t ,  c o n s u m e r s ,  a n d  f o r  ' 

d o m e s t i c  c a p i t a l  f o r m a t i o n  w o u l d  o b v i o u s l y  h a v e  t o  e q u a l  t h e  v a l u e  o f  t o t a l ; 

d o m e s t i c  p r o d u c t i o n .

T h e  i n t e r n a t i o n a l  b a l a n c e  i s  a c c o u n t e d  f o r  b y  i n c l u d i n g  i t  a l s o  a s  a  d o m e s t i c  

e x p e n d i t u r e — a n  e x c e s s  o f  e x p o r t s ,  f o r  i n s t a n c e ,  i s  i n c l u d e d  a s  a n  e x p e n d i t u r e  

f o r  t h e  p u r p o s e  o f  m a k i n g  f o r e i g n  i n v e s t m e n t s .  I n  f a c t ,  s i n c e  f o r e i g n e r s  t a k e  

p a r t  o f  t h e  d o m e s t i c  p r o d u c t i o n ,  g r o s s  e x p o r t s  o f  g o o d s  a n d  s e r v i c e s  m i g h t  b e  

t r e a t e d  a s  a  s p e c i a l  a n d  s e p a r a t e  d i s p o s i t i o n  o f  t h e  n a t i o n a l  p r o d u c t ,  w h i l e  t h e  

i m p o r t e d  c o m p o n e n t  o f  e a c h  o f  t h e  f o u r  i t e m s  ( G o v e r n m e n t  p u r c h a s e s ,  d o m e s t i c  

i n v e s t m e n t ,  e x p o r t s ,  a n d  c o n s u m e r  e x p e n d i t u r e s )  c o u l d  b e  d e d u c t e d  f r o m  e a c h .  

T h e  t a b l e  w o u l d  t h e n  s h o w  a c c u r a t e l y  t h e  d i s p o s i t i o n  o f  t o t a l  d o m e s t i c  p r o d u c 

t i o n  t o  f o u r  g r o u p s  o f  c l a i m a n t s ,  f o r e i g n  c o u n t r i e s  c o n s t i t u t i n g  t h e  f o u r t h  g r o u p .

S i n c e  t h i s  l a s t  p r o c e d u r e  w o u l d  b e  s t a t i s t i c a l l y  d i f f i c u l t , 4 t h e  s a m e  u l t i m a t e  

r e s u l t  i s  a c h i e v e d  b y  e n t e r i n g  t h e  n e t  f o r e i g n  b a l a n c e  ( i n  o u r  t a b l e  t h e  n e t  b a l a n c e  

o n  g o o d s  a n d  s e r v i c e s  a n d  u n i l a t e r a l  t r a n s f e r s )  a s  a  c o m p o n e n t  o f  c a p i t a l  f o r m a 

t i o n — a  l o g i c a l  p r o c e d u r e  s i n c e  s u c h  b a l a n c e  d o e s  m e a s u r e  t h e  n e t  a m o u n t  

o f  f o r e i g n  i n v e s t m e n t ,  e r r o r s  a n d  o m i s s i o n s  i n  t h e  d a t a  a s i d e .  T h e  t i t l e  “ g r o s s

2 O f. a r t i c l e  o n  I n t e r n a t i o n a l  T r a d e ,  E n c y c lo p e d i a  o f  t h e  S o c ia l  S c ie n c e s , v o l. 8, p . 200 ff .
3 T h e  e s t i m a t e s  f o r  t h e  U n i te d  S t a t e s  h a v e  r e c e n t l y  b e e n  r e v i s e d .  S e e  N a t i o n a l  In c o m e  

a n d  P r o d u c t  S t a t i s t i c s  o f  t h e  U n i t e d  S ta t e s ,  1 9 2 9 - 4 6 ,  S u r v e y  o f  C u r r e n t  B u s in e s s ,  
S u p p le m e n t ,  J u l y  1 9 4 7 . U . S . D e p a r t m e n t  o f  C o m m e rc e .

4 F o r  a  p r e s e n t a t i o n  s o m e w h a t  a l o n g  t h i s  l i n e  s e e  N a t i o n a l  A c c o u n t s : I n c o m e  a n d  
E x p e n d i t u r e ,  1 9 3 8 - 4 0 .  O t t a w a ,  1 9 4 7 . D e p a r tm e n t  o f  T r a d e  a n d  C o m m e rc e , D o m in io n  
B u r e a u  o f  S t a t i s t i c s ,  N a t i o n a l  In c o m e  U n i t .
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c a p i t a l  f o r m a t i o n , ”  a s  u s e d  i n  t h e  D e p a r t m e n t  o f  C o m m e r c e  s e r i e s  o n  g r o s s  

n a t i o n a l  p r o d u c t ,  i s  c l e a r l y  s o m e t h i n g  o f  a  m i s n o m e r  i n  t h i s  c a s e ,  a s  i t  i s ,  o f  

c o u r s e ,  f o r  t h e  i n v e n t o r y  e n t r y ,  w h i c h  i s  a l s o  a  n e t  f i g u r e .

B e c a u s e  o f  t h e  i m p o r t a n t  r o l e  o f  o u r  G o v e r n m e n t  i n  o u r  i n t e r n a t i o n a l  t r a n s 

a c t i o n s  i n  r e c e n t  y e a r s ,  a n  a t t e m p t  h a s  b e e n  m a d e  t o  s e p a r a t e  a l l  t h e  a c c o u n t s  

i n t o  G o v e r n m e n t  a n d  p r i v a t e  s e c t o r s ,  a s  d i s c u s s e d  m o r e  f u l l y  i n  t h i s  a p p e n d i x  

i n  t h e  s e c t i o n ,  G o v e r n m e n t  a n d  P r i v a t e  T r a n s a c t i o n s .  T h i s  b r e a k - d o w n ,  h o w 

e v e r ,  i s  i n  t e r m s  o f  w h e t h e r  o r  n o t  t h e  G o v e r n m e n t  i s  a  p a r t y  t o  t h e  p a r t i c u l a r  

t r a n s a c t i o n  i n v o l v e d ,  a n d  n o t  w h e t h e r  a  c h a n g e  i n  n e t  G o v e r n m e n t  i n v e s t m e n t  

a b r o a d  ( o r  l i a b i l i t y  t o  f o r e i g n e r s )  h a s  o c c u r r e d .

E i t h e r  t r e a t m e n t ,  w h i l e  s i g n i f i c a n t  f o r  s o m e  p u r p o s e s ,  i n v o l v e s  c o n c e p t u a l  

d i f f i c u l t i e s .  C o n s i d e r  t h e  c a s e  o f  a  c o u n t r y  w i t h  a n  i m p o r t  s u r p l u s  f i n a n c e d  b y  

G o v e r n m e n t  b o r r o w i n g  a b r o a d .  N e t  f o r e i g n  i n v e s t m e n t  i s  o b v i o u s l y  n e g a t i v e ,  

a n d  t h e  d i s i n v e s t m e n t  c o u l d  p r o p e r l y  b e  c o n s i d e r e d  G o v e r n m e n t  r a t h e r  t h a n  

p r i v a t e .  B u t  t h e  d e f i c i t  c o u l d  c o n c e i v a b l y  b e  f i n a n c e d  b y  f o r e i g n e r s ’ n e t  p u r 

c h a s e s  o f  o u t s t a n d i n g  G o v e r n m e n t  s e c u r i t i e s ;  i n  t h i s  e v e n t  w o u l d  t h e  d i s i n v e s t 

m e n t  b e  G o v e r n m e n t  o r  p r i v a t e ?  T h e  t o t a l  G o v e r n m e n t  d e b t  i s  u n c h a n g e d ,  b u t  

t h e  a m o u n t  o w e d  t o  f o r e i g n e r s  h a s  i n c r e a s e d .  W o u l d  a  d i f f e r e n t  t r e a t m e n t  b e  

i n  o r d e r  i n  t h i s  s e c o n d  c a s e  i f  t h e  s e c u r i t i e s  w e r e  d e n o m i n a t e d  i n  a n  e x t e r n a l  

r a t h e r  t h a n  t h e  d o m e s t i c  c u r r e n c y ?  S u p p o s e  t h e  s e c u r i t i e s  p u r c h a s e d  w e r e  n o t  

p r e v i o u s l y  o u t s t a n d i n g  b u t  w e r e  p u r c h a s e d  f r o m  t h e  G o v e r n m e n t  a t  t h e  t i m e  o f  

i s s u e — t h e  i s s u e  b e i n g  o s t e n s i b l y '  o n l y  a  d o m e s t i c  o f f e r i n g .  T h i s  i n  e f f e c t  h a p 

p e n e d  t o  t h e  U n i t e d  S t a t e s  d u r i n g  1 9 4 3  a n d  1 9 4 4 ,  w h e n  w e  h a d  a  n e t  “ c a s h ”  d e f i c i t  

o n  c u r r e n t  a c c o u n t ,  a n d  f o r e i g n  c o u n t r i e s  i n v e s t e d  p a r t  o f  t h e i r  a c c u m u l a t i n g  

d o l l a r  b a l a n c e s  i n  U n i t e d  S t a t e s  G o v e r n m e n t  s e c u r i t i e s .  I n  o t h e r  w o r d s ,  s h o u l d  

t h e  f a c t  t h a t  t h e  G o v e r n m e n t  i s  a  p a s s i v e  r a t h e r  t h a n  a c t i v e  p a r t i c i p a n t  i n  i n t e r 

n a t i o n a l  i n v e s t m e n t  b e  c o n s i d e r e d  ?

S h o u l d  t h e  a c c u m u l a t i o n  o f  f o r e i g n  e x c h a n g e  b y  G o v e r n m e n t - o w n e d  c e n t r a l  

b a n k s  b e  c o n s i d e r e d  a  G o v e r n m e n t  i n v e s t m e n t  a b r o a d ?  I f  s o ,  s h o u l d  t h e  F e d e r a l  

R e s e r v e  B a n k s  b e  s i m i l a r l y  c o n s i d e r e d  i n  t h i s  c o u n t r y ?  I f  f o r e i g n e r s  i n c r e a s e  

t h e i r  h o l d i n g s  o f  U n i t e d  S t a t e s  p a p e r  c u r r e n c y ,  s h o u l d  t h i s  b e  c o n s i d e r e d  a s  G o v 

e r n m e n t  o r  p r i v a t e  d i s i n v e s t m e n t  a b r o a d ?  P u r c h a s e  o f  g o l d  f r o m  a b r o a d  t o  

f i n a n c e  a n  e x p o r t  s u r p l u s  i s  o b v i o u s l y  “ n e t  f o r e i g n  i n v e s t m e n t ”  f o r  p r e s e n t  p u r 

p o s e s .  S h o u l d  t h i s  b e  t r e a t e d  a s  a  G o v e r n m e n t  i n v e s t m e n t  i n  t h e  U n i t e d  S t a t e s  

s t a t i s t i c s ,  t o  t h e  e x t e n t  t h a t  s u c h  g o l d  b e c o m e s  t h e  p r o p e r t y  o f  t h e  T r e a s u r y  

D e p a r t m e n t ?  W h a t  a b o u t  G o v e r n m e n t - g u a r a n t e e d  f o r e i g n  i n v e s t m e n t ,  s u c h  a s  

p r i v a t e  b a n k  p a r t i c i p a t i o n  i n  E x p o r t - I m p o r t  B a n k  l o a n s ?

P a r t l y  i n  v i e w  o f  t h e  a b o v e  q u e s t i o n s  w e  h a v e  n o t ,  e i t h e r  i n  t h i s  v o l u m e  o r  t h e  

r e v i s e d  g r o s s  n a t i o n a l  p r o d u c t  t a b l e ,  a t t e m p t e d  t o  d i v i d e ,  i n t o  G o v e r n m e n t  a n d  

p r i v a t e ,  “ n e t  f o r e i g n  i n v e s t m e n t ”  a s  s u c h .  T h e  i t e m s  m e a s u r i n g  n e t  f o r e i g n  i n 

v e s t m e n t  ( g o l d  a n d  c a p i t a l  m o v e m e n t s )  a r e  s e g r e g a t e d  i n  t a b l e  X X V ,  a p p e n d i x  

C , w h i l e  t h e  n e t  c h a n g e s  i n  t h e  i n t e r n a t i o n a l  i n v e s t m e n t  p o s i t i o n  o f  t h e  G o v e r n 

m e n t  a n d  p r i v a t e  s e c t o r s  a r e  r e f l e c t e d  i n  t a b l e  2 7 ,  p .  1 1 0 .  N e i t h e r  o f  t h e s e  c l a s 

s i f i c a t i o n s ,  h o w e v e r ,  a c c u r a t e l y  m e a s u r e s  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  c o n t r i 

b u t i o n  t o  t h e  f i n a n c i n g  o f  t h e  c u r r e n t  e x p o r t  s u r p l u s  o r  d e f i c i t .

G o v e r n m e n t  a n d  P r iv a te  T r a n s a c t io n s

T h e  f o r e g o i n g  d i s c u s s i o n  l e a d s  d i r e c t l y  i n t o  t h e  p r o b l e m  o f  d i v i d i n g  a l l  t r a n s 

a c t i o n s  i n  t h e  b a l a n c e  o f  p a y m e n t s  i n t o  t w o  c a t e g o r i e s  : ( 1 )  G o v e r n m e n t ,  a n d  ( 2 )  

p r i v a t e ,  o r  p e r h a p s  m o r e  a c c u r a t e l y  n o n g o v e r n m e n t .  T h e  d i s t i n c t i o n  i n  s o m e  c a s e s  

i s  m o r e  t e c h n i c a l l y  t h a n  e c o n o m i c a l l y  s i g n i f i c a n t ;  d u r i n g  t h e  w a r  m o s t  o f  o u r  

f o r e i g n  t r a n s a c t i o n s  w e r e  e i t h e r  c o n t r o l l e d  o r  a c t u a l l y  c o n d u c t e d  b y  t h e  G o v e r n 

m e n t .  T h e  a t t e m p t  h a s  b e e n  m a d e ,  h o w e v e r ,  t o  c l a s s i f y  a s  G o v e r n m e n t  a l l  t r a n s 

a c t i o n s  t o  w h i c h  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  w a s  a  p a r t y ;  a l l  o t h e r  t r a n s a c 

t i o n s  a r e  c l a s s i f i e d  a s  p r i v a t e . 5 F o r  t h i s  p u r p o s e  t h e  d u a l  n a t u r e  ( d e b i t  a n d  

c r e d i t )  o f  e a c h  t r a n s a c t i o n  h a s  b e e n  r e c o g n i z e d ;  i n  s o m e  c a s e s  t h e  c r e d i t  e n t r y  

i s  c l a s s i f i e d  a s  G o v e r n m e n t  w h i l e  t h e  o f f s e t t i n g  d e b i t  i s  p r i v a t e ,  a n d  v i c e  v e r s a .

F o r  i n s t a n c e ,  i f  t h e  C o m m o d i t y  C r e d i t  C o r p o r a t i o n  s e l l s  w h e a t  a b r o a d  a n d  

t h e  p a y m e n t  i s  m a d e  o u t  o f  a  f o r e i g n  b a n k  a c c o u n t  i n  t h e  U n i t e d  S t a t e s ,  t h e  c r e d i t  

e n t r y  f o r  t h e  e x p o r t  o f  w h e a t  i s  a  G o v e r n m e n t  t r a n s a c t i o n  w h i l e  t h e  c a p i t a l  

d e b i t  f o r  t h e  r e d u c t i o n  i n  f o r e i g n  b a l a n c e s  w i t h  A m e r i c a n  b a n k s  i s  c o n s i d e r e d  p r i  

v a t e .  C o n v e r s e l y ,  i f  t h e  E x p o r t - I m p o r t  B a n k  l e n d s  m o n e y  t o  a  f o r e i g n  g o v e r n m e n t  

t o  b u y  m a t e r i a l s  f r o m  a  p r i v a t e  A m e r i c a n  e x p o r t e r  t h e  e x p o r t  t r a n s a c t i o n  i s  

p r i v a t e  a n d  t h e  c a p i t a l  d e b i t  i s  G o v e r n m e n t .  I f  E x p o r t - I m p o r t  B a n k  f u n d s  w e r e  

u s e d  t o  b u y  w h e a t  f r o m  t h e  C o m m o d i t y  C r e d i t  C o r p o r a t i o n ,  b o t h  s i d e s  o f  t h e

5 S e e  a p p e n d i x  C, t a b l e  X X V .
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t r a n s a c t i o n — o r  r a t h e r  b o t h  t r a n s a c t i o n s — a r e  c l a s s i f i e d  a s  G o v e r n m e n t .  A  s i m i l a r  

e x a m p l e  i s  t h e  s a l e  o f  s u r p l u s  p r o p e r t y  o n  a  c r e d i t  b a s i s  ; t h i s  c r e a t e s  a  c r e d i t  f o r  

g o o d s  t r a n s f e r r e d  t o  f o r e i g n e r s  a n d  a n  o f f s e t t i n g  d e b i t  f o r  l o a n s  t o  f o r e i g n e r s — b o t h  

b e i n g  G o v e r n m e n t  t r a n s a c t i o n s .

O n l y  a  f e w  s p e c i a l  c a s e s  n e e d  b e  m e n t i o n e d .  M o n e y  s p e n t  a b r o a d  b y  t h e  A m e r i 

c a n  p e r s o n n e l ,  m i l i t a r y  a n d  c i v i l i a n ,  o f  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  h a s  b e e n  

c o n s i d e r e d  a  G o v e r n m e n t  t r a n s a c t i o n  ( s e e  p .  8 6 ) .  C h a n g e s  i n  f o r e i g n  h o l d i n g s  o f  

U n i t e d  S t a t e s  G o v e r n m e n t  s h o r t - t e r m  s e c u r i t i e s  h a v e  b e e n  c l a s s i f i e d  a s  G o v e r n 

m e n t  ; i t  i s  n o t  k n o w n  t o  w h a t  e x t e n t  t h e s e  i s s u e s  w e r e  p u r c h a s e d  d i r e c t  f r o m  t h e  

G o v e r n m e n t  a t  t h e  t i m e  o f  o f f e r i n g  o r  p u r c h a s e d  f r o m  p r i v a t e  A m e r i c a n  h o l d e r s .  

O n  t h e  o t h e r  h a n d ,  p u r c h a s e s  o f  l o n g - t e r m  G o v e r n m e n t  i s s u e s  h a v e  b e e n  c o n s i d 

e r e d  p r i v a t e ,  a s  i f  t h e y  w e r e  a l w a y s  p u r c h a s e d  f r o m  p r e v i o u s  h o l d e r s ,  p a r t l y  

b e c a u s e  t r a n s a c t i o n s  i n  G o v e r n m e n t  s e c u r i t i e s  c a n n o t  b e  s e g r e g a t e d  f r o m  t r a n s 

a c t i o n s  i n  a l l  d o m e s t i c  s e c u r i t i e s  i n  t h e  T r e a s u r y  D e p a r t m e n t  c a p i t a l  m o v e m e n t s  

s e r i e s .  S e t t l e m e n t s  o f  c l a i m s  o n  t h e  T u r k i s h  a n d  M e x i c a n  G o v e r n m e n t s  f o r  

p r o p e r t y  e x p r o p r i a t e d  f r o m  A m e r i c a n s  h a v e  b e e n  e n t e r e d  o n  t h e  G o v e r n m e n t  

a c c o u n t .  S o  h a v e  a l l  d i s b u r s e m e n t s  a n d  r e c e i p t s  o f  t h e  A m e r i c a n  m e r c h a n t  m a r i n e  

b e g i n n i n g  w i t h  t h e  s e c o n d  q u a r t e r  o f  1 9 4 2 ,  a l t h o u g h  a  f e w  v e s s e l s  r e m a i n e d ,  

l e g a l l y ,  u n d e r  p r i v a t e  o p e r a t i o n .  O n  t h e  o t h e r  h a n d ,  n o  f r e i g h t  o n  i m p o r t s  i n  

f o r e i g n  b o t t o m s  h a s  b e e n  i n c l u d e d  a s  a  G o v e r n m e n t  t r a n s a c t i o n s  ; w i t h  o u r  m e t h o d  

o f  e s t i m a t i n g ,  i t  w o u l d  h a v e  b e e n  i m p r a c t i c a b l e  t o  a t t e m p t  s u c h  a  s e g r e g a t i o n .

A s  n o t e d  i n  t h e  n e x t ,  m o s t  o f  t h e  c o m m o d i t i e s  p r o c u r e d  a b r o a d  b y  t h e  G o v e r n 

m e n t  w e r e  r e s o l d  t o  p r i v a t e  i n d u s t r y  i n  t h i s  c o u n t r y .  A l t h o u g h  t h e  f i n a l  e x p e n d i 

t u r e  w a s  n o t ,  t h e r e f o r e ,  t h e  G o v e r n m e n t ’s ,  a l l  s u c h  p u r c h a s e s  w e r e  c o n s i d e r e d  

G o v e r n m e n t  t r a n s a c t i o n s  i n  t h e  s t a t e m e n t .

A l l  g o o d s  a n d  s e r v i c e s  t r a n s f e r r e d  u n d e r  l e n d - l e a s e  o r  r e c i p r o c a l  a i d  w e r e  

i n c l u d e d  i n  t h e  G o v e r n m e n t  s e c t o r  o f  t h e  a c c o u n t s .

F i n a l l y ,  i t  s h o u l d  b e  n o t e d  t h a t  t h e  d e f i n i t i o n  o f  G o v e r n m e n t  e m p l o y e d  h e r e i n  

d i f f e r s  f r o m  t h a t  u s e d  i n  t h e  n a t i o n a l  p r o d u c t  s e r i e s ,  w h e r e  G o v e r n m e n t  c o r p o r a 

t i o n s  a n d  c e r t a i n  o t h e r  a g e n c i e s  a r e  t r e a t e d  a s  b u s i n e s s e s .

G e o g r a p h ic a l  C o v e r a g e

T r a n s a c t i o n s  b e t w e e n  r e s i d e n t s  o f  t h e  U n i t e d  S t a t e s  a n d  t h e  r e s t  o f  t h e  w o r l d  

a r e  m e a s u r e d  i n  t h e  e s t i m a t e s  o f  t h e  b a l a n c e  o f  p a y m e n t s .  T h e  t e r m  “ U n i t e d  

S t a t e s ”  i n c l u d e s  t h e  c o n t i n e n t a l  U n i t e d  S t a t e s ,  A l a s k a ,  H a w a i i ,  P u e r t o  R i c o ,  

t h e  V i r g i n  I s l a n d s ,  t h e  P a n a m a  C a n a l  Z o n e ,  A m e r i c a n  S a m o a ,  a n d  c e r t a i n  m i n o r  

A m e r i c a n  i s l a n d s  i n  t h e  P a c i f i c .  T h i s  d o e s  n o t  a g r e e  w i t h  t h e  t e r r i t o r i a l  c o v e r a g e  

f o r  n a t i o n a l  i n c o m e  a n d  p r o d u c t  s t a t i s t i c s ,  w h i c h  i n c l u d e s  o n l y  t h e  4 8  S t a t e s  

a n d  t h e  D i s t r i c t  o f  C o l u m b i a .  N e v e r t h e l e s s ,  t h e  “ n e t  f o r e i g n  i n v e s t m e n t ”  f i g u r e  

i n  t h e  g r o s s  n a t i o n a l  p r o d u c t  t a b l e  i s  b a s e d  o n  t h e  d e f i n i t i o n  o f  U n i t e d  S t a t e s  

s e t  f o r t h  h e r e i n ,  w i t h  a n  a d j u s t m e n t ,  d u r i n g  t h e  w a r  y e a r s ,  f o r  G o v e r n m e n t  

e x p e n d i t u r e s  i n  t h e  t e r r i t o r i e s .

T h e  t e r m  “ r e s i d e n t s ”  i n c l u d e s  a l l  “ p e r s o n s ”  o r d i n a r i l y  r e s i d e n t  i n  t h e  U n i t e d  

S t a t e s ,  i n c l u d i n g :

1 .  T h e  F e d e r a l  G o v e r n m e n t ,  a n d  a l l  S t a t e ,  m u n i c i p a l ,  a n d  t e r r i t o r i a l  g o v e r n 

m e n t s .
2 .  A l l  d o m e s t i c  c o r p o r a t i o n s ,  e x c e p t  t h a t  f o r e i g n  b r a n c h e s  o f  s u c h  c o r p o r a t i o n s  

a r e  c o n s i d e r e d  a s  f o r e i g n  a n d  n o t  d o m e s t i c  e n t i t i e s .

3 .  A l l  U n i t e d  S t a t e s  b r a n c h e s  o f  f o r e i g n  c o r p o r a t i o n s .

4 .  A l l  i n d i v i d u a l s  o r d i n a r i l y  d o m i c i l e d  i n  t h e  U n i t e d  S t a t e s  e x c e p t  a l i e n s  w o r k 

i n g  f o r  f o r e i g n  e m p l o y e r s .

5 .  A m e r i c a n  c i t i z e n s  m o r e  o r  l e s s  p e r m a n e n t l y  r e s i d i n g  a b r o a d ,  i f  e m p l o y e d  

b y  t h e  F e d e r a l  G o v e r n m e n t .  T h i s  i n c l u d e s  m e m b e r s  o f  t h e  a r m e d  f o r c e s  a n d  

t h e i r  d e p e n d e n t s  a c c o m p a n y i n g  t h e m .

6 . A l i e n s  t e m p o r a r i l y  a d m i t t e d  t o  t h e  U n i t e d  S t a t e s  i f  e m p l o y e d  i n  t h e  U n i t e d  

S t a t e s  b y  a n  A m e r i c a n  e m p l o y e r .  T h i s  c o r r e s p o n d s  t o  t h e  d e f i n i t i o n  a d o p t e d  

f o r  i n c l u s i o n  i n  t h e  n a t i o n a l  i n c o m e  s t a t i s t i c s .  M e x i c a n  a n d  W e s t  I n d i a n  w o r k 

e r s  i m p o r t e d  d u r i n g  t h e  w a r  t h u s  b e c a m e  r e s i d e n t s  f o r  s t a t i s t i c a l  p u r p o s e s .

T h e  f o l l o w i n g  a r e  n o t  r e s i d e n t s  o f  t h e  U n i t e d  S t a t e s  f o r  b a l a n c e - o f - p a y m e n t s  

p u r p o s e s :

1 .  E m b a s s i e s ,  l e g a t i o n s ,  a n d  c o n s u l a t e s  o f  f o r e i g n  g o v e r n m e n t s ,  i n t e r n a t i o n a l  

o r g a n i z a t i o n s ,  a n d  t h e  a l i e n  e m p l o y e e s  o f  s u c h  i n s t i t u t i o n s .

2 .  A l i e n s  a d m i t t e d  t o  t h e  U n i t e d  S t a t e s  f o r  t e m p o r a r y  p e r i o d s ,  u n l e s s  e m p l o y e d  

i n  t h e  U n i t e d  S t a t e s  b y  a  r e s i d e n t  t h e r e o f .

3 .  A m e r i c a n  c i t i z e n s  p e r m a n e n t l y  r e s i d i n g  a b r o a d ,  u n l e s s  e m p l o y e d  b y  t h e  

U n i t e d  S t a t e s  G o v e r n m e n t .
4 .  F o r e i g n  b r a n c h e s  ( a n d  o f  c o u r s e  s u b s i d i a r i e s )  o f  A m e r i c a n  c o r p o r a t i o n s .
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D e f in i t io n  o f  I t e m s  I n c lu d e d  i n  t h e  A c c o u n ts

G o o d s

A l l  m o v a b l e  g o o d s ,  t h e  t i t l e  t o  w h i c h  c h a n g e s  h a n d s  i n t e r n a t i o n a l l y ,  a r e  i n 

c l u d e d  u n d e r  t h i s  h e a d i n g ,  i n c l u d i n g  a s  i m p o r t s  g o o d s  a c q u i r e d  a b r o a d  b y  a n  

A m e r i c a n  r e s i d e n t  ( e s p e c i a l l y  t h e  F e d e r a l  G o v e r n m e n t ,  s e e  a p p e n d i x  B ,  p . 1 7 4 )  

e v e n  i f  n o t  p h y s i c a l l y  i m p o r t e d .  G o o d s  g i v e n  a w a y  a r e  i n c l u d e d ,  a s  w e l l  a s  

g o o d s  e x p o r t e d  t o  b e  i n c o r p o r a t e d  i n  a  f o r e i g n  b r a n c h  p l a n t  b y  t h e  e x p o r t e r  ( t h e  

f o r e i g n  b r a n c h  t o  w h i c h  s u c h  g o o d s  a r e  “ s o l d ”  i s  n o t  a  U n i t e d  S t a t e s  r e s i d e n t  b y  

o u r  d e f i n i t i o n ) .  G o o d s  s h i p p e d  o n  c o n s i g n m e n t  a r e  t h e o r e t i c a l l y  n o t  r e f l e c t e d  

i n  t h e  s t a t e m e n t  u n t i l  t h e y  a r e  a c t u a l l y  s o l d .  S i l v e r  i s  i n c l u d e d .

I T h e  v a l u e s  o f  b o t h  e x p o r t s  a n d  i m p o r t s  a r e  t h e  v a l u e s  a t  t h e  f r o n t i e r  o r  p o r t  

I o f  e x p o r t  i n  t h e  e x p o r t i n g  c o u n t r y ; a n y  f r e i g h t  p a y m e n t s  i n v o l v e d  a r e  h a n d l e d  

' i n  t h e  f r e i g h t  a n d  s h i p p i n g  a c c o u n t .  D o m e s t i c  g o l d  p r o d u c t i o n  i n  e x c e s s  o f  

n o n m o n e t a r y  u s e  o f  g o l d  i s  s h o w n  a s  a  m e r c h a n d i s e  e x p o r t ;  i n  y e a r s  w h e n  

i n d u s t r i a l  c o n s u m p t i o n  e x c e e d e d  d o m e s t i c  p r o d u c t i o n ,  s u c h  e x c e s s  i s  t r e a t e d  a s  

a n  i m p o r t  ( s e e  s e c t i o n  i n  t h i s  a p p e n d i x ,  N o t e  o n  T r e a t m e n t  o f  G o l d  i n  t h e  B a l a n c e  

o f  P a y m e n t s ) .

I n c o m e  o n  I n v e s t m e n t s

A l l  i n t e r e s t ,  d i v i d e n d s ,  a n d  p r o f i t s  e f f e c t i v e l y  p a i d  o r  c r e d i t e d  d u r i n g  t h e  

p e r i o d  a r e  s h o w n  i n  t h i s  a c c o u n t .  T h u s ,  d i v i d e n d s  d e c l a r e d  a n d  p a y a b l e  a r e  

r e f l e c t e d ,  e v e n  t h o u g h  t h e y  a r e  m e r e l y  c r e d i t e d  t o  a n  i n t e r c o m p a n y  a c c o u n t  s o  

t h a t  n o  a c t u a l  f o r e i g n  e x c h a n g e  t r a n s a c t i o n  t a k e s  p l a c e .  E a r n i n g s  o f  s u b s i d i a r i e s  

n o t  d i s t r i b u t e d  a s  d i v i d e n d s  a r e  n o t  i n c l u d e d ,  b u t  a l l  b r a n c h  p r o f i t s  a r e  i n c l u d e d  

w h e n e v e r  t h e y  a r e  c o m p u t e d  a n d  c r e d i t e d  t o  t h e  h o m e  o f f i c e  a c c o u n t .  S i n c e  s o m e  

c o r p o r a t i o n s  c l o s e  t h e i r  b o o k s  m o n t h l y  o r  q u a r t e r l y  a n d  o t h e r s  o n l y  s e m i a n n u a l l y  

o r  a n n u a l l y ,  t h e  q u a r t e r l y  d i s t r i b u t i o n  o f  b r a n c h  p r o f i t s  i s  c o r r e s p o n d i n g l y  

a f f e c t e d .

I n c o m e  f r o m  t r u s t s  a n d  e s t a t e s  h a s  b e e n  a r b i t r a r i l y  c l a s s i f i e d  a s  “ i n t e r e s t ”  i n  

t h e  a c c o u n t ,  a l t h o u g h  i t  m a y  o r i g i n a l l y  h a v e  c o n s i s t e d  o f  d i v i d e n d s ,  i n t e r e s t ,  r e n t s ,  

o r  e v e n  c a p i t a l  g a i n s .  P a y m e n t s  a n d  r e c e i p t s  b y  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  

a r e  i n c l u d e d .

T  r a n s p o r t a t i o n

T h i s  a c c o u n t  i n c l u d e s  a l l  i n t e r n a t i o n a l  p a y m e n t s  a n d  r e c e i p t s  a r i s i n g  o u t  o f  t h e  

i n t e r n a t i o n a l  m o v e m e n t s  o f  g o o d s  a n d  p e r s o n s ,  s p e c i f i c a l l y :  ( 1 )  F r e i g h t  a n d  p a s 

s e n g e r  r e v e n u e s  p a i d  b y  A m e r i c a n s  t o  f o r e i g n  a i r  a n d  o c e a n  c a r r i e r s  a n d  s i m i l a r  

r e v e n u e s  r e c e i v e d  b y  A m e r i c a n  c a r r i e r s  f r o m  f o r e i g n e r s ,  ( 2 )  e x p e n d i t u r e s  o f  

A m e r i c a n  c a r r i e r s  i n  f o r e i g n  p o r t s  a n d  f o r e i g n  c a r r i e r s  i n  A m e r i c a n  p o r t s ,  ( 3 )  

r e v e n u e s  a n d  e x p e n d i t u r e s  i n  C a n a d a  o f  A m e r i c a n  r a i l r o a d s  o p e r a t i n g  i n  t h a t  

c o u n t r y ,  a n d  ( 4 )  r e v e n u e s  r e c e i v e d  b y  A m e r i c a n  r a i l r o a d s  f o r  h a u l i n g  f o r e i g n  

g o o d s  ( b u t  n o t  p a s s e n g e r s )  i n  t r a n s i t  t h r o u g h  t h e  U n i t e d  S t a t e s .

A l l  f r e i g h t  r e v e n u e s  o n  e x p o r t s  a n d  i m p o r t s  a r e  c o n s i d e r e d  t o  b e  p a y m e n t s  

b y  t h e  i m p o r t e r ,  s i n c e  b o t h  e x p o r t s  a n d  i m p o r t s  a r e  v a l u e d ,  f o r  a l l  p r a c t i c a l  

p u r p o s e s ,  o n  a n  f .  o .  b . ,  p o r t  o f  s h i p m e n t ,  b a s i s .  T h u s  e v e n  i f ,  s a y ,  a n  e x p o r t  i s  

b i l l e d  o n  a  c . i .  f .  b a s i s ,  w i t h  t h e  e x p o r t e r  p r e p a y i n g  t h e  f r e i g h t ,  t h e  t o t a l  p a y m e n t  

b y  t h e  f o r e i g n  i m p o r t e r  i s  d i v i d e d  b e t w e e n  t h e  m e r c h a n d i s e  a n d  s h i p p i n g  a c c o u n t s .

T h r e e  i t e m s  w h i c h  s h o u l d  t h e o r e t i c a l l y  h a v e  b e e n  i n c l u d e d  h a v e  b e e n  o m i t t e d  

f o r  l a c k  o f  a d e q u a t e  d a t a  o n  w h i c h  t o  b a s e  a n  e s t i m a t e .  T h e  m o s t  i m p o r t a n t  

i s  t h e  p e r s o n a l  e x p e n d i t u r e s  o f  m e r c h a n t  s e a m e n ,  w h i c h ,  p a r t i c u l a r l y  d u r i n g  t h e  

w a r ,  c o u l d  e a s i l y  h a v e  a m o u n t e d  t o  t e n s  o f  m i l l i o n s  o f  d o l l a r s  a n n u a l l y .  S e c 

o n d ,  f r e i g h t  o n  U n i t e d  S t a t e s  i m p o r t s  t r a v e l i n g  o v e r l a n d  o u t s i d e  t h e  c o u n t r y  

o f  o r i g i n  h a s  n o t  b e e n  e s t i m a t e d ; a n  e x a m p l e  w o u l d  b e  f r e i g h t  t o  F r e n c h  o r  

I t a l i a n  r a i l r o a d s  f o r  h a u l i n g  S w i s s  g o o d s  i n  t r a n s i t  t o  t h e  U n i t e d  S t a t e s .  F i n a l l y ,  

m a r i n e  c a r g o  i n s u r a n c e  h a s  n o t  b e e n  i n c l u d e d .  P r e m i u m s  o n  e x p o r t  c a r g o  i n 

s u r a n c e  p l a c e d  i n  t h e  U n i t e d  S t a t e s  a n d  o n  i m p o r t  c a r g o  i n s u r a n c e  p l a c e d  a b r o a d  

c o n s t i t u t e  i n t e r n a t i o n a l  p a y m e n t s  a n d  r e c e i p t s ,  r e s p e c t i v e l y ,  b u t  t h e r e  a r e  n o  

a v a i l a b l e  d a t a  r e g a r d i n g  t h e  p r o p o r t i o n  o f  e i t h e r  e x p o r t s  o r  i m p o r t s  i n s u r e d  

i n  t h e  A m e r i c a n  m a r k e t .

T  r a v e l

A l l  e x p e n d i t u r e s  o f  A m e r i c a n  r e s i d e n t s  w i t h i n  f o r e i g n  c o u n t r i e s  a r e  r e f l e c t e d  

i n  t h i s  a c c o u n t ,  a l t h o u g h  s o m e  o f  t h e m  o b v i o u s l y  r e p r e s e n t  t h e  p u r c h a s e  o f  g o o d s  

i n s t e a d  o f  s e r v i c e s .  P a y m e n t s  t o  i n t e r n a t i o n a l  o c e a n  o r  a i r  c a r r i e r s  o r  e x -
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p e n d i t u r e s  o n  b o a r d  t h e  f o r m e r  a r e  n o t  i n c l u d e d ;  s u c h  p a y m e n t s  a r e  r e f l e c t e d  

i n  t h e  t r a n s p o r t a t i o n  a c c o u n t .  E x p e n d i t u r e s  o f  U n i t e d  S t a t e s  G o v e r n m e n t  p e r 

s o n n e l  a r e  n o t  i n c l u d e d  h e r e  b u t  i n  t h e  G o v e r n m e n t  m i s c e l l a n e o u s  s e r v i c e s  a c 

c o u n t .  O b v i o u s l y ,  h o w e v e r ,  b o t h  c o n s u m e r - f i n a n c e d  a n d  b u s i n e s s - f i n a n c e d  t r a v e l  

a r e  i n c l u d e d .

M i s c e l l a n e o u s  S e r v i c e s

T h i s  a c c o u n t  i n c l u d e s  r e c e i p t s  a n d  p a y m e n t s  f o r  a l l  o t h e r  s e r v i c e s  n o t  a l r e a d y  

d i s c u s s e d .  T h e  p r i n c i p a l  i t e m s  i n c l u d e d  a r e  d e f i n e d  b r i e f l y  a s  f o l l o w s  :

P rivate T ransactions

1 .  M o t i o n - p i c t u r e  r o y a l t i e s . — T h e s e  a r e  t h e  p r o d u c e r s ’ s h a r e  o f  r e n t a l  r e c e i p t s  

r e s u l t i n g  f r o m  t h e  e x h i b i t i o n  o f  A m e r i c a n  f i l m s  a b r o a d  a n d  f o r e i g n  f i l m s  i n  t h e  

U n i t e d  S t a t e s .

2 .  I n s u r a n c e . — T h i s  i n c l u d e s  a l l  i n t e r n a t i o n a l  p a y m e n t s  r e s u l t i n g  f r o m  t h e  

o p e r a t i o n  o f  f o r e i g n  i n s u r a n c e  c o m p a n i e s  i n  t h e  U n i t e d  S t a t e s  a n d  A m e r i c a n  

c o m p a n i e s  a b r o a d ,  e i t h e r  t h r o u g h  b r a n c h e s  o r  s u b s i d i a r i e s ,  a n d  f r o m  e i t h e r  

d i r e c t  w r i t i n g  o r  r e i n s u r a n c e  w i t h  n o n a d m i t t e d  c o m p a n i e s .  I n  f u t u r e  s t u d i e s ,  

i t  i s  p l a n n e d  t o  t r e a t  i n s u r a n c e  b r a n c h e s  a n d  s u b s i d i a r i e s  i n  t h e  s a m e  m a n n e r  a s  

o t h e r  d i r e c t  i n v e s t m e n t s  ; i t  w a s  n o t  p o s s i b l e  t o  c o m p l e t e  t h e  n e c e s s a r y  r e v i s i o n s  

i n  t h e  a c c o u n t s  f o r  t h i s  v o l u m e .

3 .  C o m m u n i c a t i o n s . — T h i s  c a t e g o r y  i n c l u d e s  p a y m e n t s  r e s u l t i n g  f r o m  i n t e r 

n a t i o n a l  c a b l e ,  r a d i o ,  a n d  t e l e p h o n e  o p e r a t i o n s .  I t  i n c l u d e s  p a y m e n t s  t o  a n d  

f r o m  f o r e i g n  c o n n e c t i o n s ,  a d v e r t i s i n g ,  o f f i c e  e x p e n s e s ,  a n d  a l l  o t h e r  t r a n s a c t i o n s  

o f  c o m m u n i c a t i o n s  c o m p a n i e s ,  e x c e p t  a s  t h e y  m a y  b e  i n c l u d e d  i n  t h e  i n v e s t m e n t  

a c c o u n t s .

4 .  C a s  a n d  e l e c t r i c i t y  s a l e s . — T h e s e  t r a n s a c t i o n s ,  a l l  w i t h  C a n a d a  a n d  M e x i c o ,  

a r e  i n c l u d e d  h e r e  t h o u g h  t h e y  m i g h t  w i t h  e q u a l  j u s t i f i c a t i o n  h a v e  b e e n  i n c l u d e d  

i n  t h e  m e r c h a n d i s e  a c c o u n t .

5 . R e n t s  a n d  r o y a l t i e s . — O n l y  n e t  a m o u n t s  p a i d  i n t e r n a t i o n a l l y  a r e  i n c l u d e d .

6 .  H o m e  o f f ic e  e x p e n s e s . — A m o u n t s  c h a r g e d  b y  p a r e n t  c o m p a n i e s  t o  t h e i r  f o r 

e i g n  b r a n c h e s  a n d  s u b s i d i a r i e s  a s  m a n a g e m e n t  f e e s ,  a p p o r t i o n m e n t  o f  h o m e  

o f f i c e  e x p e n s e s ,  a n d  s i m i l a r  i t e m s  a r e  i n c l u d e d .

7 . F o r e i g n  g o v e r n m e n t  a d m i n i s t r a t i v e  e x p e n s e s  i n  t h e  U n i t e d  S t a t e s . — A l l  a r e  

e x p e n s e s  o f  f o r e i g n  g o v e r n m e n t s  a n d  i n t e r n a t i o n a l  o r g a n i z a t i o n s  o f  a n  a d m i n i s 

t r a t i v e  c h a r a c t e r ,  a n d  t h e  e x p e n d i t u r e s  o f  t h e i r  p e r s o n n e l .  O b v i o u s l y  t h i s  i s  a  

r e c e i p t s  i t e m  o n l y .

G overn m ent T ransactions

A l l  e x p e n d i t u r e s  a n d  r e c e i p t s  o f  F e d e r a l  a g e n c i e s  a n d  t h e i r  p e r s o n n e l  a b r o a d  

f o r  t h e  p u r c h a s e  o f  s e r v i c e s .  I n c l u d e s  a l l  c o s t s ,  i n c l u d i n g  m a t e r i a l s ,  o f  i n s t a l l a 

t i o n s  a b r o a d ,  e x c e p t  t h o s e  i n s t a l l a t i o n s  o f  a n  i n c o m e - p r o d u c i n g  c h a r a c t e r ,  

w h i c h  h a v e  b e e n  t r e a t e d  a s  i n v e s t m e n t s .  A  p a r t i a l  l i s t  o f  s p e c i f i c  t y p e s  o f  

t r a n s a c t i o n s  f o l l o w s  :

P a y m e n t s . - — 1 .  E x p e n d i t u r e s  o f  t r o o p s  a n d  o t h e r  A m e r i c a n  e m p l o y e e s  o f  t h e  

U n i t e d  S t a t e s  G o v e r n m e n t  a b r o a d .

2 .  W a g e s  a n d  s a l a r i e s  t o  f o r e i g n  l a b o r .

3 .  P u r c h a s e s  o f  t r a n s p o r t a t i o n  a n d  o t h e r  c o m m u n i c a t i o n s  s e r v i c e s .

4 .  A l l  s e r v i c e s  f u r n i s h e d  t h e  a r m e d  f o r c e s  a s  r e c i p r o c a l  a i d .  T h e s e  a r e ,  o f  

c o u r s e ,  o f f s e t  b y  a  c r e d i t  e n t r y  i n  t h e  u n i l a t e r a l  t r a n s f e r  a c c o u n t .

5 . A s  i n d i c a t e d  a b o v e ,  e x p e n d i t u r e s  f o r  “ n o n p r o d u c t i v e ”  i n s t a l l a t i o n s ,  p a r 

t i c u l a r l y  c a n t o n m e n t s ,  a i r f i e l d s ,  a n d  o t h e r  t y p e s  o f  m i l i t a r y  c o n s t r u c t i o n .

R e c e i p t s . — 1 .  T r a n s p o r t a t i o n  a n d  c o m m u n i c a t i o n  s e r v i c e s  f u r n i s h e d  t o  f o r 

e i g n e r s .

2 .  S e r v i c e s  f u r n i s h e d  u n d e r  l e n d - l e a s e ,  e x c e p t  t h o s e  i n c l u d e d  i n  t h e  f r e i g h t  

a n d  s h i p p i n g  a c c o u n t .

I t  s h o u l d  b e  n o t e d  t h a t ,  i n  t h e o r y  a t  l e a s t ,  a l l  t r a n s a c t i o n s  b e t w e e n  t h e  a r m e d  

f o r c e s  a n d  t h e  m e m b e r s  t h e r e o f ,  o r  b e t w e e n  s u c h  m e m b e r s  a n d  a n y  o t h e r  

d o m e s t i c  e n t i t y ,  h a v e  b e e n  e x c l u d e d .  A m e r i c a n - m a d e  g o o d s  s h i p p e d  t o  p o s t  

e x c h a n g e s  l o c a t e d  a b r o a d ,  f o r  i n s t a n c e ,  a r e  n o t  c o n s i d e r e d  e x p o r t s  f o r  b a l a n c e -  

o f - p a y m e n t s  p u r p o s e s .

U n i l a t e r a l  T r a n s f e r s

A l l  t r a n s f e r s  o f  v a l u e ,  i n  t h e  f o r m  o f  g o o d s  a n d  s e r v i c e s  o r  m o n e y  a n d  o t h e r  

c a p i t a l  a s s e t s ,  n o t  a c c o m p a n i e d  b y  a  q u i d  p r o  q u o  i n  o n e  o f  t h o s e  f o r m s  a r e  

i n c l u d e d  i n  t h i s  a c c o u n t .  A  d e b i t ,  o r  p a y m e n t s ,  e n t r y  i n d i c a t e s  a  t r a n s f e r
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f r o m  t h e  U n i t e d  S t a t e s  t o  f o r e i g n  c o u n t r i e s .  A s  i n d i c a t e d  i n  t h e  t e x t ,  t h e  

a c c o u n t  i n c l u d e s  p e r s o n a l  a n d  i n s t i t u t i o n a l  r e m i t t a n c e s ,  l e n d - l e a s e  a n d  r e c i p 

r o c a l  a i d ,  r e p a r a t i o n s ,  c i v i l i a n  s u p p l i e s  f u r n i s h e d  t h e  o c c u p i e d  a r e a s ,  a n d  s i m i 

l a r  i t e m s  n o t  r e q u i r i n g  r e i m b u r s e m e n t  o r  w h e r e  t h e  c o n d i t i o n s  o f  r e i m b u r s e 

m e n t  a r e  n o t  s u f f i c i e n t l y  c l e a r  t o  j u s t i f y  r e c o g n i t i o n  o f  t h e  c r e a t i o n  o f  a  c a p i t a l  

a s s e t .

L o n g - T e r m  C a p i t a l  M o v e m e n t s

C h a n g e s  i n  c a p i t a l  a s s e t s  o f  i n d e f i n i t e  m a t u r i t y  ( e .  g . ,  e q u i t i e s )  o r  o f  a n  

o r i g i n a l  m a t u r i t y  o f  l o n g e r  t h a n  1  y e a r  c o m p r i s e  t h i s  a c c o u n t .  I n c r e a s e s  i n  

a s s e t s  ( U n i t e d  S t a t e s  i n v e s t m e n t s  a b r o a d )  o r  d e c r e a s e s  i n  l i a b i l i t i e s  ( f o r e i g n  

i n v e s t m e n t s  i n  t h e  U n i t e d  S t a t e s )  a r e  p a y m e n t s ,  o r  d e b i t ,  i t e m s .  C o n v e r s e l y ,  

d e c r e a s e s  i n  a s s e t s  o r  i n c r e a s e s  i n  l i a b i l i t i e s  a r e  r e c e i p t s ,  o r  c r e d i t ,  i t e m s .  

E x c e p t  f o r  t r a n s a c t i o n s  i n  o u t s t a n d i n g  s e c u r i t i e s ,  t h e  e n t r i e s  a r e  l a r g e l y  o n  

a  g r o s s  b a s i s .  I n  m a n y  c a s e s ,  f o r  e x a m p l e ,  l e n d - l e a s e  a n d  s u r p l u s  p r o p e r t y  

c r e d i t s ,  t h e  c a p i t a l  m o v e m e n t  i s  a  d i r e c t  o f f s e t  t o  t h e  m o v e m e n t  o f  g o o d s ,  

w i t h  n o  f o r e i g n  e x c h a n g e  t r a n s a c t i o n  b e i n g  i n v o l v e d .  S o m e  o f  t h e  p r i n c i p a l  

i t e m s  a r e :

1 .  N e w  f o r e i g n  i s s u e s ,  i n c l u d i n g  G o v e r n m e n t  a n d  p r i v a t e l y  p l a c e d  l o a n s .

2 .  A m o r t i z a t i o n  o f  o u t s t a n d i n g  l o a n s .

3 .  P u r c h a s e s  a n d  s a l e s  o f  o u t s t a n d i n g  b o n d s  a n d  s t o c k s .

4 . M o v e m e n t s  o f  d i r e c t - i n v e s t m e n t  c a p i t a l ,  i n c l u d i n g  c h a n g e s  i n  i n t e r c o m p a n y

a c c o u n t s .  .

5 . P u r c h a s e s  a n d  s a l e s  o f  r e a l  e s t a t e  a n d  o t h e r  m i s c e l l a n e o u s  c a p i t a l  a s s e t s .

6 . C h a n g e s  f r o m  d o m e s t i c  t o  f o r e i g n  o w n e r s h i p  o f  c a p i t a l  a s s e t s  d u e  t o  g i f t s ,  

l e g a c i e s ,  r e p a r a t i o n s ,  u n c o m p e n s a t e d  l e g a l  s e i z u r e ,  a n d  s i m i l a r  c a s e s .  I n  t h e s e  

c a s e s ,  a n  o f f s e t t i n g  e n t r y  w o u l d  a p p e a r  i n  t h e  u n i l a t e r a l  a c c o u n t .

S h o r t - T e r m  C a p i t a l  M o v e m e n t s

T h e  s h o r t - t e r m  c a p i t a l  a c c o u n t  i n c l u d e s  a l l  i n t e r n a t i o n a l  c l a i m s  p a y a b l e  w i t h i n  

1  5m a r .  P r i v a t e  s h o r t - t e r m  c l a i m s  c o m p r i s e  b a n k  d e p o s i t s ,  b i l l s ,  a c c e p t a n c e s ,  

c o m m e r c i a l  p a p e r ,  s h o r t - t e r m  S t a t e  a n d  m u n i c i p a l  o b l i g a t i o n s ,  b r o k e r a g e  b a l a n c e s ,  

c o m m e r c i a l  d e p o s i t s  a b r o a d  f o r  t h e  d i r e c t  a c c o u n t  o f  U n i t e d  S t a t e s  f i r m s ,  a d 

v a n c e  p a y m e n t s  f o r  m e r c h a n d i s e ,  a n d  U n i t e d  S t a t e s  c u r r e n c y  a n d  c o i n s  h e l d  

a b r o a d .  F o r e i g n  s h o r t - t e r m  c l a i m s  o n  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  i n c l u d e  

h o l d i n g s  o f  U n i t e d  S t a t e s  G o v e r n m e n t  s h o r t - t e r m  o b l i g a t i o n s ,  d e p o s i t s  w i t h  t h e  

T r e a s u r y ,  a n d  v a r i o u s  c l a i m s  a r i s i n g  o u t  o f  t h e  p r o v i s i o n  o f  c u r r e n c y  f o r  e x 

p e n d i t u r e s  b y  o u r  a r m e d  f o r c e s .  U n i t e d  S t a t e s  G o v e r n m e n t  s h o r t - t e r m  c l a i m s  

o n  f o r e i g n e r s  i n c l u d e  h o l d i n g s  o f  f o r e i g n  c u r r e n c i e s ,  d e p o s i t s  a b r o a d ,  a n d  v a r i 

o u s  a d v a n c e s  a n d  s e t t l e m e n t s .

G o l d

T h e  g o l d  e n t r i e s  i n  t h e  b a l a n c e  o f  p a y m e n t s  a r e  i n  b o t h  t h e  c u r r e n t  a n d  t h e  

“ s h o r t - t e r m  c a p i t a l  a n d  g o l d ”  a c c o u n t s .  I n  t h e  c u r r e n t  a c c o u n t ,  m e r c h a n d i s e  

e x p o r t s  o r  i m p o r t s  a r e  a d j u s t e d  b y  n e t  d o m e s t i c  g o l d  p r o d u c t i o n  o r  c o n s u m p 

t i o n .  N e t  p r o d u c t i o n  i s  a  r e c e i p t  a n d  n e t  c o n s u m p t i o n  i s  a  p a y m e n t .  I n  t h e  

s h o r t - t e r m  c a p i t a l  a n d  g o l d  a c c o u n t  i s  e n t e r e d  t h e  a n n u a l  c h a n g e  i n  t h e  m o n e 

t a r y  g o l d  s t o c k  o f  t h e  U n i t e d  S t a t e s ,  i n c l u d i n g  c h a n g e s  i n  t h e  h o l d i n g s  o f  t h e  

S t a b i l i z a t i o n  F u n d  ( s e e  a p p p e n d i x  B ,  p .  1 9 1 ) ,  a n d  t h e  f o l l o w i n g  s e c t i o n  o f  t h i s  

a p p e n d i x ,  N o t e  o n  t h e  T r e a t m e n t  o f  G o l d  i n  t h e  B a l a n c e  o f  P a y m e n t s ) .

N o t e  o n  T r e a tm e n t  o f  G o ld  in  t h e  B a la n c e  o f  P a y m e n ts

I n  t h i s  v o l u m e  a  m e t h o d  f o r  e n t e r i n g  g o l d  t r a n s a c t i o n s  h a s  b e e n  a d o p t e d  

w h i c h  d i f f e r s  f r o m  t h a t  u s e d  h e r e t o f o r e  i n  t h e  U n i t e d  S t a t e s  b a l a n e e - o f - p a y -  

m e n t s  s t a t e m e n t s .  T h e  S u b c o m m i t t e e  o n  B a l a n c e  o f  P a y m e n t s  S t a t i s t i c s  o f  

t h e  L e a g u e  o f  N a t i o n s  p r o p o s e d  i n  D e c e m b e r  1 9 4 5  t h a t  n e t  c u r r e n t  g o l d  p r o 

d u c t i o n  ( o r  c o n s u m p t i o n )  s h o u l d  a p p e a r  a s  a  c r e d i t  ( d e b i t )  i n  t h e  c u r r e n t  a c 

c o u n t  o f  t h e  b a l a n c e  o f  p a y m e n t s ,  w h i l e  a n  i n c r e a s e  ( o r  d e c r e a s e )  i n  t h e  m o n e 

t a r y  g o l d  s t o c k  o f  a  n a t i o n  s h o u l d  a p p e a r  a s  a  d e b i t  ( c r e d i t )  i n  t h e  g o l d  a n d  

s h o r t - t e r m  c a p i t a l  a c c o u n t .  S i n c e  t h e  d i f f e r e n c e  b e t w e e n  n e t  p r o d u c t i o n  a n d  

t h e  c h a n g e  i n  t h e  g o l d  s t o c k  i s  e q u a l  t o  t h e  n e t  i n t e r n a t i o n a l  g o l d  m o v e m e n t ,  t h e  

u s e  o f  t h e  s u g g e s t e d  m e t h o d  d o e s  n o t  r e s u l t  i n  a n y  n e t  c h a n g e  i n  t h e  b a l a n c e  

o f  p a y m e n t s  a s  a  w h o l e ,  a s i d e  f r o m  p o s s i b l e  d i f f e r e n c e s  i n  t h e  “ e r r o r s  a n d  o m i s 
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s i o n s ”  i n v o l v e d  i n  t h e  a l t e r n a t i v e  m e t h o d s  o f  e s t i m a t i o n  ( s e e  a p p e n d i x  B ,  p .  

1 9 1 ) .

T h e  f u n d a m e n t a l  c r i t i c i s m  o f  t h e  o l d e r  m e t h o d  i s  t h a t ,  s i n c e  a l l  g o l d  t r a n s a c 

t i o n s  w e r e  l u m p e d  i n t o  o n e  g r o u p  i r r e s p e c t i v e l y  o f  w h e t h e r  t h e  g o l d  m o v e d  

r e p r e s e n t e d  a  m e r c h a n d i s e  t r a n s a c t i o n  ( s u c h  a s  e x p o r t  o f  n e w l y  m i n e d  g o l d )  o r  a  

c h a n g e  i n  g o l d  h o l d i n g s ,  a  c l o s e  e s t i m a t e  o f  t h e  c u r r e n t  b a l a n c e - o f - p a y m e n t s  p o s i 

t i o n  w a s  n o t  p r o v i d e d .  T h i s  o b v i o u s l y  i s  t r u e  o f  a  c o u n t r y  w h i c h  e x p o r t s  i t s  

g o l d  p r o d u c t i o n ,  a n d  i s  e q u a l l y  t r u e  o f  a  c o u n t r y  w h i c h  a d d s  t h e  g o l d  t o  i t s  

g o l d  s t o c k .  I n  t h e  l a t t e r  c a s e ,  c u r r e n t  n e t  g o l d  p r o d u c t i o n  i s ,  u n d e r  p r e s e n t  

c o n d i t i o n s ,  a  c u r r e n t  c l a i m  a g a i n s t  t h e  g o o d s  o f  o t h e r  n a t i o n s  w h e t h e r  e x p o r t e d  

o r  n o t .  I t  m i g h t  b e  s a i d  t h a t  w h e n  a  c o u n t r y  c h o o s e s  n o t  t o  e x p o r t  i t s  c u r r e n t  

g o l d  p r o d u c t i o n  t h i s  i s  e q u i v a l e n t  t o  a n  o u t f l o w  o f  c a p i t a l .  T h i s  i s  r e c o g n i z e d  

i n  t h e  m e t h o d  n o w  b e i n g  u s e d ,  s i n c e  t h e  i n c r e a s e  i n  g o l d  s t o c k  i s  e n t e r e d  a s  a  

d e b i t  j u s t  a s  w o u l d  b e  a n  o u t f l o w  o f  c a p i t a l .

f
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A p p e n d ix  B

M e t h o d o l o g y  a n d  S o u r c e s  o f  D a t a

M e r c h a n d is e  T r a d e

B a s i c  d a t a  u s e d  a r e  t h e  o f f i c i a l  U n i t e d  S t a t e s  f o r e i g n  t r a d e  s t a t i s t i c s  c o m p i l e d  

b y  t h e  B u r e a u  o f  t h e  C e n s u s  o f  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  C o m m e r c e .

E x p o r t s

U n a d j u s t e d  e x p o r t s  a s  s h o w n  i n  t a b l e  4  i n c l u d e  g o o d s  o f  b o t h  d o m e s t i c  a n d  

f o r e i g n  o r i g i n  ( e x c e p t  s h i p m e n t s  t o  t h e  U n i t e d  S t a t e s  a r m e d  f o r c e s ) .  C u s t o m s  

r e g u l a t i o n s  r e q u i r e  t h a t  e x p o r t s  b e  d e c l a r e d  a t  t h e i r  v a l u e  a t  t h e  p o r t  o f  e x 

p o r t a t i o n ,  i f  p o s s i b l e  a t  a c t u a l  s e l l i n g  p r i c e ,  o t h e r w i s e  a t  c o s t  t o  t h e  e x p o r t e r .  

B e c a u s e  o f  o v e r s i g h t s  a n d  l a c k  o f  c o m p l e t e  i n f o r m a t i o n  o n  t h e  p a r t  o f  t h e  

s h i p p e r s ,  h o w e v e r ,  d e c l a r e d  e x p o r t  v a l u e s  s o m e t i m e s  e x c l u d e  c h a r g e s ,  s u c h  a s  

i n l a n d  f r e i g h t  a n d  I n s u r a n c e ,  w h i c h  b y  d e f i n i t i o n  a r e  c o m p o n e n t s  o f  t h e  f .  o .  b . 

p o r t  o f  e x p o r t a t i o n  v a l u e .  O n  t h e  o t h e r  h a n d ,  c e r t a i n  c h a r g e s ,  s u c h  a s  r a i l  

f r e i g h t  o n  U n i t e d  S t a t e s  e x p o r t s  f r o m  C a n a d i a n  b o r d e r  p o i n t s  t o  f i n a l  C a n a d i a n  

d e s t i n a t i o n s ,  s o m e t i m e s  a r e  w r o n g l y  i n c l u d e d  i n  d e c l a r e d  e x p o r t  v a l u e s .  W h i l e  

t h e  e x a c t  e x t e n t  o f  t h e  d i s c r e p a n c i e s  b e t w e e n  d e c l a r e d  a n d  s t a t u t o r y  e x p o r t  

v a l u e s  i s  u n k n o w n ,  m a n y  o f  t h e  d i f f e r e n c e s  p r e s u m a b l y  t e n d  t o  o f f s e t  o n e  a n o t h e r .

I E v e n  i n  c a s e s  w h e r e  e x p o r t  d o c u m e n t s  a r e  f i l e d  i n  s t r i c t  c o n f o r m i t y  w i t h  c u s 

t o m s  r e g u l a t i o n s ,  d e c l a r e d  v a l u e s  s o m e t i m e s  d o  n o t  r e f l e c t  a c c u r a t e l y  r e c e i p t s  o n  

a c c o u n t  o f  m e r c h a n d i s e  e x p o r t s .  I f  g o o d s  a r e  e x p o r t e d  b e f o r e  b e i n g  s o l d ,  f o r  

i e x a m p l e ,  t h e y  a r e  v a l u e d  o n  t h e  b a s i s  o f  c o s t  t o  t h e  e x p o r t e r .  I n  p r a c t i c e ,  s u c h  

j v a l u e s  m a y  b e  c o n s i d e r a b l y  d i f f e r e n t  t h a n  t h e  a m o u n t s  a c t u a l l y  r e a l i z e d  t h r o u g h  

u l t i m a t e  s a l e s .

W h i l e  t h e  p o s s i b l e  i n a c c u r a c i e s  r e s u l t i n g  f r o m  t h e  u s e  o f  d e c l a r e d  e x p o r t  

v a l u e s  f o r  m e a s u r i n g  r e c e i p t s  o n  m e r c h a n d i s e  a c c o u n t  a r e  f u l l y  r e c o g n i z e d ,  

l a c k  o f  c o m p l e t e  i n f o r m a t i o n  h a s  t h u s  f a r  m a d e  i m p o s s i b l e  a l l  o f  t i r e  n e c e s s a r y  

a d j u s t m e n t s .  S o m e  s u b s t a n t i a l  a d j u s t m e n t s  h a v e  b e e n  m a d e ,  h o w e v e r ,  f o r  

s h i p m e n t s  w h i c h ,  f o r  b a l a n c e - o f - p a y m e n t s  p u r p o s e s ,  s h o u l d  b e  a d d e d  t o  o r  d e 

d u c t e d  f r o m  r e c o r d e d  e x p o r t  s t a t i s t i c s .

A d d i t i o n s  i n c l u d e  t h e  f o l l o w i n g  ( s e e  t a b l e  4 ,  p .  1 5 )  :

1 . S h i p m e n t s  o f  s i l v e r  o r e ,  b a s e  b u l l i o n ,  r e f i n e d  b u l l i o n ,  a n d  f o r e i g n  c o i n .  

( M o v e m e n t s  o f  U n i t e d  S t a t e s  c o i n  a r e  r e c o r d e d  i n  t h e  c a p i t a l  a c c o u n t . )

2 .  N e t  d o m e s t i c  g o l d  p r o d u c t i o n .  F o r  a  d i s c u s s i o n  o f  t h e  r e a s o n s  u n d e r l y i n g  

t h e  i n c l u s i o n  o f  n e t  d o m e s t i c  p r o d u c t i o n  ( o r  c o n s u m p t i o n )  i n  t h e  m e r c h a n d i s e  

a c c o u n t ,  s e e  p .  1 7 1  o f  t h i s  a p p e n d i x .

3 .  U n r e c o r d e d  i t e m s .  T h e s e  i n c l u d e  c h i e f l y  t h e  t r a n s f e r  o f  a i r p l a n e s  i n  t h i s  

c o u n t r y  a n d  s h i p m e n t s  a b r o a d  t h r o u g h  p a r c e l - p o s t  c h a n n e l s .

4 . T r a n s f e r s  o f  m e r c h a n d i s e  b y  U n i t e d  S t a t e s  G o v e r n m e n t  a g e n c i e s .

D e d u c t i o n s  i n c l u d e :

1 . E x p o r t s  t o  t h e  P a n a m a  C a n a l  Z o n e .

( / K  2 .  N o n c o m m e r c i a l  i m p o r t s ,  s u c h  a s  h o u s e h o l d  e f f e c t s .

3 .  M e r c h a n d i s e  e x p o r t e d  b y  U n i t e d  S t a t e s  G o v e r n m e n t  a g e n c i e s .

T h e  m a j o r  a d j u s t m e n t s  t o  t h e  r e c o r d e d  e x p o r t  s t a t i s t i c s  i n v o l v e d  t h e  s u b s t i 

t u t i o n  o f  d a t a  o n  G o v e r n m e n t  t r a n s f e r s  f o r  t h o s e  G o v e r n m e n t  e x p o r t s  k n o w n  

t o  b e  i n c l u d e d  i n  t h e  r e c o r d e d  e x p o r t  s t a t i s t i c s ,  a n d  t h e  a d d i t i o n  o f  d a t a  o n  

G o v e r n m e n t  t r a n s f e r s  w h i c h  w e r e  k n o w n  t o  b e  e x c l u d e d  f r o m  r e c o r d e d  e x p o r t s .

L e n d - l e a s e  t r a n s f e r  d a t a  c o m p i l e d  f r o m  t h e  r e g u l a r  c u m u l a t i v e  r e p o r t s  o f  t h e  

L e n d - L e a s e  A d m i n i s t r a t i o n  w e r e  p r o r a t e d  o n  a n  a n n u a l  b a s i s  a c c o r d i n g  t o  t h e  

a n n u a l  d i s t r i b u t i o n  o f  t h e  l e n d - l e a s e  e x p o r t  s t a t i s t i c s .  I t  w i l l  b e  n o t e d  t h a t  t h e  

v a l u e  o f  l e n d - l e a s e  t r a n s f e r s  ( t h e  a m o u n t  o f f i c i a l l y  c h a r g e d  t o  t h e  r e c i p i e n t  f o r -
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e i g n  g o v e r n m e n t s )  i s  s u b s t a n t i a l l y  i n  e x c e s s  o f  t h a t  r e c o r d e d  f o r  l e n d - l e a s e  e x 

p o r t s ,  n o t  o n l y  b e c a u s e  t h e  l a t t e r  a p p a r e n t l y  w e r e  u n d e r v a l u e d  b u t  a l s o  b e c a u s e  

t h e y  e x c l u d e d  t r a n s f e r s  i n  t h e  f i e l d  o r  d i r e c t l y  f r o m  o t h e r  f o r e i g n  s o u r c e s  a n d  

s o m e  g o o d s  s h i p p e d  o n  m i l i t a r y  t r a n s p o r t s  f o r  w h i c h  n o  e x p o r t  d e c l a r a t i o n s  w e r e  

f i l e d .  I n  t h e  s a m e  m a n n e r ,  U n i t e d  S t a t e s  t r a n s f e r s  o f  g o o d s  t o  t h e  U n i t e d  N a 

t i o n s  R e l i e f  a n d  R e h a b i l i t a t i o n  A d m i n i s t r a t i o n  w e r e  u s e d  i n  p l a c e  o f  U N R R A  

e x p o r t s ; s u c h  t r a n s f e r s  i n c l u d e  g o o d s  s u p p l i e d  f r o m  o v e r s e a  s t o c k s  a n d  f r o m  

o t h e r  f o r e i g n  s o u r c e s  a s  w e l l  a s  t h o s e  p h y s i c a l l y  e x p o r t e d  f r o m  t h e  U n i t e d  S t a t e s .

P a r t l y  b e c a u s e  o f  t h e  d i f f i c u l t i e s  i n v o l v e d  i n  i d e n t i f y i n g  m i l i t a r y  s h i p m e n t s  o f  

c i v i l i a n  s u p p l i e s  t o  l i b e r a t e d  a n d  o c c u p i e d  a r e a s  u n d e r  t h e  “ d i s e a s e  a n d  u n r e s t ”  

p r o g r a m  f r o m  r e g u l a r  W a r  a n d  N a v y  D e p a r t m e n t  s h i p m e n t s  f o r  t h e  u s e  o f  t h e  

a r m e d  f o r c e s  a b r o a d ,  n o  e x p o r t  d e c l a r a t i o n s  w e r e  r e q u i r e d  f o r  s u c h  s h i p m e n t s .  

T h e  n e c e s s a r y  d a t a  w e r e  o b t a i n e d  f r o m  t h e  a g e n c i e s  c o n c e r n e d  t h r o u g h  t h e  C l e a r 

i n g  O f f i c e  f o r  F o r e i g n  T r a n s a c t i o n s  ( D e p a r t m e n t  o f  C o m m e r c e ) .  T h e y  i n c l u d e  

f i e l d  t r a n s f e r s  a s  w e l l  a s  s h i p m e n t s  e a r m a r k e d  f o r  t h i s  p u r p o s e  a t  t h e  t i m e  o f  

e x p o r t  f r o m  t h e  U n i t e d  S t a t e s .

D a t a  o n  b o t h  m i l i t a r y  a n d  n o n m i l i t a r y  s a l e s  a b r o a d  w e r e  l i k e w i s e  f u r n i s h e d  

b y  t h e  C l e a r i n g  O f f i c e .  F o r  m i l i t a r y  s a l e s ,  n o  d e d u c t i o n s  f r o m  t h e  r e c o r d e d  e x 

p o r t s  w e r e  n e c e s s a r y ,  s i n c e  t h e  g o o d s  i n v o l v e d  w e r e  t r a n s f e r r e d  f r o m  m i l i t a r y  

s t o c k s  i n  t h e  f i e l d .  F o r  f o r e i g n  s a l e s  b y  n o n m i l i t a r y  a g e n c i e s ,  t h e  C l e a r i n g  O f f i c e  

d a t a  w e r e  s u b s t i t u t e d  f o r  a m o u n t s  k n o w n  t o  b e  i n c l u d e d  i n  t h e  o f f i c i a l l y  r e c o r d e d  

s t a t i s t i c s .  C h i e f  s o u r c e s  o f  d a t a  c o v e r i n g  s a l e s  o f  s u r p l u s  w a r  p r o p e r t y  w e r e  

t h e  a c t u a l  a g r e e m e n t s  n e g o t i a t e d  w i t h  t h e  p u r c h a s i n g  g o v e r n m e n t s  a n d  r e p o r t s  

o f  t h e  d i s p o s a l  a g e n c i e s .

I m p o r t s

U n a d j u s t e d  i m p o r t s  a r e  “ g e n e r a l  i m p o r t s ”— i n c l u d i n g  b o t h  e n t r i e s  f o r  i m m e 

d i a t e  c o n s u m p t i o n  a n d  t h o s e  g o i n g  i n t o  b o n d e d  w a r e h o u s e s .

W h i l e  c u s t o m s  r e g u l a t i o n s  p r o v i d e  f o r  t h e  r e c o r d i n g  o f  i m p o r t  v a l u e s ,  l i k e  

t h o s e  f o r  e x p o r t s ,  o n  a n  f .  o . b . ,  f r o n t i e r  o f  t h e  e x p o r t i n g  c o u n t r y ,  b a s i s , 1 d e c l a r e d  

i m p o r t  v a l u e s  s o m e t i m e s  d o  n o t  r e f l e c t  a c t u a l  p a y m e n t s  m a d e .  I n d i c a t i o n s  a r e  

t h a t  d i f f e r e n c e s  b e t w e e n  d e c l a r e d  v a l u e s  a n d  p a y m e n t s  v a l u e s  a r i s e  m o s t  f r e 

q u e n t l y  i n  t h e  c a s e  o f  c o m m o d i t i e s  f o r  w h i c h  d u t i e s  a r e  n o t  l e v i e d  o n  t h e  b a s i s  

o f  e n t r y  v a l u e s — - g o o d s  w h i c h  a r e  e i t h e r  d u t y - f r e e  o r  s u b j e c t  t o  s p e c i f i c  d u t i e s .  

I m p o r t e r s  o f  s u c h  g o o d s  p r e s u m a b l y  h a v e  l e s s  i n c e n t i v e  t o  e l i m i n a t e  o c e a n  f r e i g h t ,  

m a r i n e  i n s u r a n c e ,  c o n s u l a r  f e e s ,  a n d  o t h e r  n o n d u t i a b l e  c h a r g e s  t h a n  h a v e  i m 

p o r t e r s  o f  m e r c h a n d i s e  s u b j e c t  t o  a d  v a l o r e m  d u t i e s .

A m o n g  t h e  p r a c t i c e s  w h i c h  s o m e t i m e s  r e s u l t  i n  d i f f e r e n c e s  b e t w e e n  r e c o r d e d  

i m p o r t  v a l u e s  a n d  a c t u a l  p a y m e n t s  a r e  t h e  a s s i g n m e n t  o f  a r b i t r a r y  v a l u e s  t o  

i m p o r t s  f r o m  f o r e i g n  s u b s i d i a r i e s  o r  b r a n c h e s  o f  A m e r i c a n  c o m p a n i e s ,  t h e  a p 

p r a i s a l  o f  c o n s i g n m e n t  s h i p m e n t s  a t  v a l u e s  w h i c h  m a y  d i f f e r  f r o m  e v e n t u a l  s e l l 

i n g  p r i c e s ,  a n d  u n i n t e n t i o n a l  i n c l u s i o n s  o f  i m p r o p e r  c h a r g e s  o r  e x c l u s i o n s  o f  

l e g i t i m a t e  c h a r g e s .  W h i l e  p r e c i s e  i n f o r m a t i o n  c o v e r i n g  a l l  p o s s i b l e  d i s c r e p a n 

c i e s  b e t w e e n  d e c l a r e d  v a l u e s  a n d  v a l u e s  w h i c h  a r e  a c c u r a t e  f r o m  a  b a l a n c e - o f -  

p a y m e n t s  s t a n d p o i n t  i s  n o t  a v a i l a b l e ,  c o r r e c t i o n s  ( a d d i t i o n s  o r  d e d u c t i o n s )  h a v e  

b e e n  m a d e  f o r  t h o s e  i n a c c u r a c i e s  w h i c h  w e r e  k n o w n  t o  e x i s t .

A d d i t i o n s  i n c l u d e d  m a i n l y  t h o s e  t o  c o r r e c t  u n d e r v a l u a t i o n s  o f  b a n a n a  

i m p o r t s — b a s e d  u p o n  t h e  l e v e l  o f  d o m e s t i c  w h o l e s a l e  p r i c e s  a f t e r  a l l o w a n c e  f o r  

f r e i g h t ,  i n s u r a n c e ,  a n d  o t h e r  c h a r g e s  i n c u r r e d  i n  s h i p p i n g  t h e  b a n a n a s  f r o m  t h e  

f r o n t i e r  o f  t h e  e x p o r t i n g  c o u n t r y  t o  t h e  p o i n t  o f  a r r i v a l  i n  t h e  U n i t e d  S t a t e s —  

a n d  a d d i t i o n s  f o r  C a n a d i a n  i n l a n d  f r e i g h t  r e c e i p t s  e a r n e d  o n  i m p o r t s  f r o m  

C a n a d a .  O t h e r  a d d i t i o n s  t o  r e c o r d e d  i m p o r t  d a t a  i n c l u d e :

1 . I m p o r t s  o f  s i l v e r  o r e ,  b a s e  b u l l i o n ,  r e f i n e d  b u l l i o n ,  a n d  f o r e i g n  c o i n .

2 .  N e t  d o m e s t i c  g o l d  c o n s u m p t i o n .

3 .  P u r c h a s e s  o f  g o o d s  b y  U n i t e d  S t a t e s  G o v e r n m e n t  a g e n c i e s .

T h e  d e d u c t i o n s  m a d e  i n c l u d e :

1 .  I m p o r t s  f r o m  t h e  P a n a m a  C a n a l  Z o n e .

1 S e e  U . S . D e p a r tm e n t  o f  C o m m e rc e , B u r e a u  o f  t h e  C e n s u s , A n n u a l  R e p o r t s  o f  F o r e ig n  
C o m m e rc e  a n d  N a v ig a t io n  o f  t h e  U n i te d  S t a t e s ,  E x p l a n a t i o n  o f  S t a t i s t i c s .  “ I n  g e n e r a l  
t h e  v a lu e  s h o w n  is  t h e  f o r e ig n  o r  e x p o r t  v a lu e ,  w h ic h e v e r  i s  h ig h e r  a s  p e r  o n e  o f  t h e  
f o r m u la e  c o n ta in e d  t h e r e i n .  * * * T h e  f o r e ig n  v a lu e  o f  t h e  im p o r te d  m e r c h a n d is e
i s  t h e  m a r k e t  v a lu e  o r  t h e  p r ic e  a t  t h e  t i m e  o f  e x p o r t a t i o n  o f  s u c h  m e r c h a n d is e  t o  t h e  
U n i t e d  S ta t e s ,  a t  w h ic h  s u c h  o r  s i m i l a r  m e r c h a n d is e  i s  f r e e ly  o f fe re d  f o r  s a le  f o r  h o m e  
c o n s u m p t io n  to  a l l  p u r c h a s e r s  i n  t h e  p r i n c i p a l  m a r k e t  o f  t h e  c o u n t r y  f r o m  w h ic h  e x p o r te d ,  
in  t h e  u s u a l  w h o le s a le  q u a n t i t i e s  a n d  in  t h e  o r d i n a r y  c o u r s e  o f  t r a d e .  * * * I n  a d d i 
t i o n ,  t h e  f o r e ig n  v a lu e  in c lu d e s  a l l  o t h e r  c o s ts ,  c h a r g e s ,  a n d  e x p e n s e s  i n c i d e n t a l  t o  p la c in g  
t h e  m e r c h a n d is e  i n  c o n d i t io n ,  p a c k e d  r e a d y  f o r  s h ip m e n t  to  t h e  U n i t e d  S ta t e s .  * * *
I f  a n  e x p o r t  v a lu e ,  h ig h e r  t h a n  t h e  f o r e ig n  m a r k e t  v a lu e  d e s c r ib e d  a b o v e , i s  e s ta b l i s h e d  
b y  C u s to m s  * * * t h e  h i g h e r  e x p o r t  v a lu e  i s  r e g a r d e d  a s  t h e  v a lu e  o f  im p o r te d
m e r c h a n d is e .”
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2 .  N o n c o m m e r c i a l  i m p o r t s ,  s u c h  a s  h o u s e h o l d  e f f e c t .

3 .  M e r c h a n d i s e  i m p o r t e d  b y  U n i t e d  S t a t e s  G o v e r n m e n t  a g e n c i e s .

A s  i n  t h e  c a s e  o f  e x p o r t s ,  t h e  m a j o r  a d j u s t m e n t s  w e r e  m a d e  i n  t h e  G o v e r n m e n t  

a c c o u n t .  T h e s e  i n v o l v e d  t h e  s u b s t i t u t i o n  o f  r e v e r s e  l e n d - l e a s e  d a t a  c o m p i l e d  f r o m  

r e p o r t s  o f  t h e  L e n d - L e a s e  A d m i n i s t r a t i o n  f o r  t h e  r e l a t i v e l y  s m a l l  p o r t i o n  o f  

r e v e r s e  l e n d - l e a s e  g o o d s  i n c l u d e d  i n  t h e  r e c o r d e d  i m p o r t  s t a t i s t i c s ; t h e  s u b s t i t u 

t i o n  o f  a d j u s t e d  C l e a r i n g  O f f i c e  f i g u r e s  c o v e r i n g  n o n m i l i t a r y  p r o c u r e m e n t  a b r o a d  

a n d  m i l i t a r y  p r o c u r e m e n t  f o r  i m p o r t  f r o m  C a n a d a  f o r  r e c o r d e d  G o v e r n m e n t  

i m p o r t s ; t h e  a d d i t i o n  o f  C l e a r i n g  O f f i c e  d a t a  c o v e r i n g  m i l i t a r y  p u r c h a s e s  f o r  

c o n s u m p t i o n  a b r o a d  b y  t h e  U n i t e d  S t a t e s  a r m e d  f o r c e s  ; a n d  t h e  a d d i t i o n  o f  o t h e r  

d a t a  c o v e r i n g  m i s c e l l a n e o u s  a c q u i s i t i o n s  o f  m e r c h a n d i s e  a b r o a d  b y  t h e  U n i t e d  

S t a t e s  G o v e r n m e n t  w h i c h  w e r e  n o t  i n c l u d e d  i n  t h e  o f f i c i a l  i m p o r t  s t a t i s t i c s .

T h e  T r a n s p o r ta t io n  A c c o u n t

T h e  d e r i v a t i o n  o f  t h e  f r e i g h t  a n d  s h i p p i n g  e s t i m a t e s  m a y  b e  e x p l a i n e d  w i t h  t h e  

a i d  o f  a  d e t a i l e d  s t a t e m e n t  o f  t h e  c o m p o n e n t  p a r t s  ( s e e  t a b l e  I ) . 2

O c e a n  f r e i g h t  ( I t e m s  l a  a n d  5 a ) . — E s t i m a t e s  o f  e a r n i n g s  o f  U n i t e d  S t a t e s  

a n d  f o r e i g n  v e s s e l s  i n  t h e  c a r r i a g e  o f  U n i t e d  S t a t e s  f o r e i g n  t r a d e  d u r i n g  t h e  w a r  

w e r e  b a s e d  u p o n  t o n n a g e  a n d  r a t e  d a t a  s u p p l i e d  b y  t h e  U n i t e d  S t a t e s  M a r i t i m e  

C o m m i s s i o n  a n d  t h e  W a r  S h i p p i n g  A d m i n i s t r a t i o n ,  a n d  v a l u e  d a t a  f r o m  t h e  

B u r e a u  o f  t h e  C e n s u s . 3 E a r n i n g s  f o r  1 9 4 0  a n d  1 9 4 4  w e r e  c o m p u t e d  f r o m  d e t a i l e d  

d a t a ,  b y  a p p l y i n g  o c e a n  f r e i g h t  r a t e s  t o  c o m m o d i t y  s h i p p i n g  w e i g h t s , 4 b r o k e n  

d o w n  b y  c o n t r o l  o f  v e s s e l  ( U n i t e d  S t a t e s ,  B r i t i s h ,  a n d  o t h e r ) ,  t r a d e  a r e a 5 o f  

o r i g i n  a n d  d e s t i n a t i o n ,  a n d ,  i n  1 9 4 4 ,  b y  t y p e  o f  t r a n s a c t i o n ,  w h e t h e r  l e n d - l e a s e  

o r  c o m m e r c i a l .

E a r n i n g s  f o r  o t h e r  y e a r s  o f  A m e r i c a n  a n d  f o r e i g n  v e s s e l s  ( b r o k e n  d o w n  l a t e r  

i n t o  A m e r i c a n ,  B r i t i s h ,  a n d  o t h e r )  w e r e  d e r i v e d  f r o m  t h e  m u l t i p l i c a t i o n  o f  t o n 

n a g e  d a t a  b y  w e i g h t e d  a v e r a g e  f r e i g h t  r a t e s .  F o r  1 9 4 1 ,  a d j u s t e d  1 9 4 0  o v e r - a l l  

a v e r a g e  r a t e s  w e r e  a p p l i e d  t o  t h e  1 9 4 1  e x p o r t  a n d  i m p o r t  t o n n a g e  t o t a l s .  F o r  

1 9 4 2  a n d  1 9 4 3 ,  t o n n a g e s  w e r e  g r o u p e d  b y  t r a d e  a r e a s ,  a n d  t h e  r a t e s  w e r e  b a s e d  

u p o n  t h e  1 9 4 0  a v e r a g e  t r a d e - a r e a  r a t e s  c o r r e c t e d  f o r  y e a r l y  r a t e  t r e n d s .  F r e i g h t  

e a r n i n g s  f o r  1 9 4 1  t h r o u g h  1 9 4 3  w e r e  t h e n  a d j u s t e d  t o  a l l o w  f o r  t h e  c h a n g i n g  p r o 

p o r t i o n  o f  v a l u e  o f  f i n i s h e d  m a n u f a c t u r e s  t o  t o t a l  e x p o r t s  a n d  i m p o r t s ,  r e s p e c 

t i v e l y .  E a r n i n g s  f o r  1 9 4 5 ,  b y  c o n t r o l  o f  v e s s e l ,  w e r e  d e r i v e d  b y  m u l t i p l y i n g  t o n 

n a g e  t o t a l s  f o r  e a c h  c o n t r o l ,  b a s e d  u p o n  1 0 - m o n t h  d a t a ,  b y  a d j u s t e d  1 9 4 4  a v e r a g e  

f r e i g h t  r a t e s  f o r  e a c h  c o n t r o l .

T r a n s p o r t a t i o n  e a r n i n g s  w e r e  d i v i d e d  i n t o  l e n d - l e a s e  a n d  c o m m e r c i a l  t r a n s 

a c t i o n s .  T h e  d e t a i l e d  c a l c u l a t i o n  f o r  1 9 4 4  s h o w e d  l e n d - l e a s e  a n d  n o n - l e n d - l e a s e  

e a r n i n g s  b y  c o n t r o l  o f  v e s s e l .  L e n d - l e a s e  e a r n i n g s  b y  A m e r i c a n  a n d  f o r e i g n  

d r y  c a r g o  v e s s e l s , 0 r e s p e c t i v e l y ,  f o r  t h e  y e a r s  1 9 4 1  t h r o u g h  1 9 4 3 ,  w e r e  d e r i v e d  

f r o m  t o t a l  e a r n i n g s  b y  a p p l y i n g  p e r c e n t a g e s  e s t i m a t e d  a s  f o l l o w s  :

E s t .  %  l e n d - l e a s e  e a r n i n g s  t o  t o t a l  

%  v a l u e  o f  l e n d - l e a s e  e x p o r t s  t o  t o t a l
( i n  1 9 4 1 - 4 2 - 4 3 )  =

%  l e n d - l e a s e  e a r n i n g s  t o  t o t a l ________  _ .

%  v a l u e  o f  l e n d - l e a s e  e x p o r t s  t o  t o t a l   ̂ '

L e n d - l e a s e  a n d  c o m m e r c i a l  t o n n a g e  d a t a  w e r e  r e p o r t e d  s e p a r a t e l y  f o r  t h e  f i r s t  

1 0  m o n t h s  o f  1 9 4 5 ,  b r o k e n  d o w n  b y  c o n t r o l  o f  v e s s e l  ( U n i t e d  S t a t e s ,  B r i t i s h ,  a n d  

o t h e r ) ,  a n d  s e p a r a t e  e a r n i n g s  d a t a ,  t h e r e f o r e ,  c o u l d  b e  e s t i m a t e d  f o r  t h e  w h o l e  

y e a r .

T a n k e r  e a r n i n g s 0 w e r e  c o m p u t e d  b y  a p p l y i n g  t a n k e r  r a t e s  ( f r o m  W a r  S h i p 

p i n g  A d m i n i s t r a t i o n  r a t e . o r d e r s )  t o  e x p o r t  a n d  i m p o r t  t o n n a g e s .  W h i l e  d a t a  f o r  

1 9 4 Ó , 1 9 4 4 ,  a n d  1 9 4 5 ,  b y  t y p e  o f  t r a n s a c t i o n  a n d  c o n t r o l  o f  v e s s e l ,  w e r e  a d e q u a t e ,  

o m i s s i o n s  i n  o t h e r  y e a r s  n e c e s s i t a t e d  s o m e  a r b i t r a r y  a d j u s t m e n t s .

G l o b a l  A m e r i c a n  v e s s e l  f r e i g h t  e a r n i n g s  w e r e  f u r t h e r  b r o k e n  d o w n  i n t o  e a r n 

i n g s  w i t h  r e s p e c t  t o  t h e  s t e r l i n g  a r e a ,  C a n a d a ,  t h e  A m e r i c a n  R e p u b l i c s ,  a n d  o t h e r  

c o u n t r i e s .  T h i s  w a s  d o n e  f o r  1 9 4 0  t h r o u g h  1 9 4 4  b y  a d d i n g  f r e i g h t  e a r n i n g s  o n

2 F o r  la c k  o f  d a t a ,  n o  e s t i m a t e s  h a v e  b e e n  m a d e  o f  r e c e ip t s  a n d  p a y m e n ts  a r i s i n g  f r o m  
m o to r  t r a n s p o r t  o f  f r e i g h t  a c r o s s  t h e  C a n a d i a n  a n d  M e x ic a n  b o r d e r s ,  o r  f r o m  r a i l  o p e r a t io n s  
a c r o s s  t h e  M e x ic a n  b o r d e r .

3 I n c l u d i n g  U n i t e d  S t a t e s  v e s s e l  e a r n i n g s  o n  i n d i r e c t  t r a d e .
* S ee  t e x t ,  p . 5 2 , f o o tn o t e  7 , f o r  a p p l i c a t i o n  o f  f r e i g h t  r a t e s  q u o te d  b y  w e i g h t  o r  m e a s u r e .
“ T r a d e  a r e a s  r e f e r r e d  t o  i n  t h i s  d is c u s s io n  a r e  g e o g r a p h i c  a r e a s ,  a n d  s h o u ld  n o t  b e  

c o n f u s e d  w i t h  t h e  f o u r  “ b i l a t e r a l ”  a r e a s  w i t h  r e s p e c t  t o  w h ic h  g lo b a l  t r a n s p o r t a t i o n  
e a r n i n g s  w e r e  b r o k e n  d o w n .

" D r y  c a r g o  a n d  t a n k e r  e a r n in g s  r e f e r  to  f r e i g h t  e a r n in g s  o n  s h ip m e n ts  in  d r y  c a rg o  a n d  
t a n k e r  v e s s e ls , r e s p e c t iv e ly .
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d r y  c a r g o  a n d  t a n k e r  t r a d e  w i t h  i n d i v i d u a l  c o u n t r i e s ;  a n d  t h e n ,  f o r  1 9 4 5 ,  b y  

a p p l y i n g  t o  t o t a l  e a r n i n g s  p e r c e n t a g e s  e s t i m a t e d  a s  f o l l o w s ;

E s t .  %  a r e a  e a r n i n g s  t o  t o t a l  . .

%  v a l u e  o f  t r a d e  w i t h  a r e a  t o  t o t a l '

%  a r e a  e a r n i n g s  t o  t o t a l
-r j ----- ------ — —  --- -- - — -- -- - -- - -- . . . . ( i n  1 9 4 4 )
%  v a l u e  o f  t r a d e  w i t h  a r e a  t o  t o t a l

A r e a  e a r n i n g s  w e r e  f u r t h e r  s u b d i v i d e d  i n t o  l e n d - l e a s e  a n d  c a s h  t r a n s a c t i o n s .

G l o b a l  e s t i m a t e s  o f  f o r e i g n - v e s s e l  e a r n i n g s  i n  t h e  c a r r i a g e  o f  U n i t e d  S t a t e s  

e x p o r t s  a n d  i m p o r t s  w e r e  b r o k e n  d o w n  i n t o  b i l a t e r a l  a r e a  e a r n i n g s  i n  p r o p o r t i o n  

t o  t h e  c a r g o  t o n n a g e  ( e s t i m a t e d  f o r  s o m e  y e a r s )  c a r r i e d  i n  v e s s e l s  c o n t r o l l e d  

b y  t h e  c o u n t r i e s  o f  t h e  f o u r  a r e a s  c o n c e r n e d .

F o r  b a l a n c e - o f - p a y m e n t s  p u r p o s e s ,  o n l y  e a r n i n g s  o f  U n i t e d  S t a t e s  v e s s e l s  i n  

c a r r y i n g  e x p o r t s  ( a  r e c e i p t s  i t e m )  a n d  o f  f o r e i g n  v e s s e l s  i n  c a r r y i n g  i m p o r t s  ( a  

p a y m e n t s  i t e m )  w e r e  i n c l u d e d .  ( F o r  w a t e r - b o r n e  f r e i g h t  e a r n i n g s  i n c l u d e d  i n  

a n d  e x c l u d e d  f r o m  t h e  b a l a n c e  o f  p a y m e n t s ,  s e e  t a b l e  I I . )  C o n t r a r y  t o  t h e  f l a g -  

o f - c a r r i e r  m e t h o d  u s e d  i n  p e a c e t i m e ,  c o n t r o l  o f  o p e r a t i o n  w a s  t h e  c r i t e r i o n  f o r  

d i s t i n g u i s h i n g  A m e r i c a n  f r o m  f o r e i g n  s h i p s  f r o m  1 9 4 2  t h r o u g h  1 9 4 5 .  V e s s e l s  

c o n s i d e r e d  A m e r i c a n  i n c l u d e d :  ( 1 )  A m e r i c a n - o w n e d  s h i p s ,  o l d  a n d  n e w ,  r e m a i n -  

, i n g  u n d e r  U n i t e d  S t a t e s  c o n t r o l ; ( 2 )  f o r e i g n  s h i p s  a l l o c a t e d  t o  A m e r i c a n  c o n t r o l

b y  t h e  C o m b i n e d  S h i p p i n g  A d j u s t m e n t  B o a r d  ( J a n u a r y  1 9 4 2 - A u g u s t  1 9 4 4 )  a n d  

b y  t h e  U n i t e d  M a r i t i m e  A u t h o r i t y  ( A u g u s t  1 9 4 4 - M a r c h  1 9 4 6 )  ; ( 3 )  A m e r i c a n  

v e s s e l s  b a r e b o a t e d  t o  e n e m y - o c c u p i e d  c o u n t r i e s  ( s o  t h a t  t h e  s e r v i c e s  o f  f o r e i g n  

s e a m e n  c o u l d  b e  u t i l i z e d )  a n d  t i m e - c h a r t e r e d  b a c k  b y  t h e  U n i t e d  S t a t e s ;  ( 4 )  r e 

q u i s i t i o n e d  s h i p s ,  w h e t h e r  A m e r i c a n  o r  f o r e i g n ; a n d  ( 5 )  c h a r t e r e d  f o r e i g n  s h i p s .  

A m e r i c a n - o w n e d  v e s s e l s  a l l o c a t e d  t o  f o r e i g n  c o n t r o l  b y  t h e  i n t e r n a t i o n a l  s h i p 

p i n g  a u t h o r i t i e s ,  o r  l e n d - l e a s e d  t o  f o r e i g n  c o u n t r i e s  o n  a  “ c u s t o d y  a n d  p o s s e s s i o n ”  

b a s i s ,  w e r e  c o u n t e d  f o r e i g n .  A l l  o c e a n  r e c e i p t s  a n d  p a y m e n t s  w e r e  c o n s i d e r e d  

G o v e r n m e n t  t r a n s a c t i o n s  a f t e r  t h e  f i r s t  q u a r t e r  o f  1 9 4 2 ,  s i n c e  c o n t r o l  w a s  v e s t e d  

i n  t h e  W a r  S h i p p i n g  A d m i n i s t r a t i o n .

G r e a t  L a k e s  f r e i g h t  ( I t e m s  l b  a n d  5 6 ) . — T h e  f r e i g h t  o n  e x p o r t s  a n d  i m p o r t s  v i a  

t h e  G r e a t  L a k e s  w a s  e s t i m a t e d  f r o m  d a t a  f u r n i s h e d  b y  t h e  C a n a d i a n  D o m i n i o n  

B u r e a u  o f  S t a t i s t i c s ,  t h e  U .  S .  M a r i t i m e  C o m m i s s i o n ,  a n d  t h e  B u r e a u  o f  t h e  

C e n s u s .  T h e  t o n n a g e  d i s t r i b u t i o n  b y  A m e r i c a n  a n d  C a n a d i a n  f l a g  w a s  a v a i l a b l e  

f o r  a l l  w a r  y e a r s  e x c e p t  1 9 4 3  a n d  1 9 4 4 ,  t h e  f i g u r e s  f o r  w h i c h  w e r e  e s t i m a t e d  o n  t h e  

b a s i s  o f  s t a t i s t i c s  o n  n e t  t o n n a g e  o f  v e s s e l s  e n t e r e d  a n d  c l e a r e d  i n  r e l a t i o n  t o  

a c t u a l  c a r g o  d i s t r i b u t i o n  i n  1 9 4 5 .  A v e r a g e  f r e i g h t  r a t e s  o n  m a i n  c o m m o d i t i e s  i n  

t h e  G r e a t  L a k e s  t r a f f i c  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  C a n a d a ,  s u p p l i e d  b y  t h e  

L a k e  C a r r i e r s ’ A s s o c i a t i o n  o f  C l e v e l a n d ,  O h i o ,  w e r e  w e i g h t e d  b y  c o m m o d i t y  s h i p 

p i n g  w e i g h t s ,  a n d  t h e n  a p p l i e d  t o  a n n u a l  t o n n a g e  d a t a .

A i r  f r e i g h t  ( I t e m s  l c  a n d  5 c ) . — A i r - f r e i g h t  e a r n i n g s  w e r e  c o m p u t e d  i n  d e t a i l  

f o r  1 9 4 5  f r o m  C e n s u s  B u r e a u  d a t a  o n  e x p o r t s  t o  a n d  i m p o r t s  f r o m  i n d i v i d u a l  

c o u n t r i e s ,  a n d  f r e i g h t  r a t e s  f i l e d  a t  t h e  C i v i l  A e r o n a u t i c s  B o a r d  a n d  p u b l i s h e d  i n  

A i r  T r a n s p o r t a t i o n .  T h e  1 9 4 5  o v e r - a l l  w e i g h t e d  a v e r a g e  r a t e s  w e r e  a p p l i e d  t o  

C e n s u s  p o u n d a g e  d a t a  f o r  1 9 4 3  a n d  1 9 4 4 ,  a n d  t o  e s t i m a t e d  d a t a  f o r  1 9 4 0  t h r o u g h  

1 9 4 2 .  E a r n i n g s  o n  a i r  e x p o r t s ,  1 9 4 0 - 4 4 ,  w e r e  a l l o c a t e d  t o  b i l a t e r a l  a r e a s  a c c o r d 

i n g  t o  t h e  1 9 4 5  d i s t r i b u t i o n  p a t t e r n  o f  e a r n i n g s ,  b y  a r e a s .  A n n u a l  m a i l  p a y  r e 

c e i v e d  b y  U n i t e d  S t a t e s  a i r  l i n e s  d i r e c t  f r o m  f o r e i g n  g o v e r n m e n t s  i n  t h e  A m e r 

i c a n  R e p u b l i c s  a r e a  w a s  i n c l u d e d  w i t h  f r e i g h t  r e c e i p t s  f r o m  t h a t  a r e a .  ( M a i l -  

p a y  r e c e i p t s  a n d  p a y m e n t s  b y  t h e  U .  S .  P o s t  O f f i c e  D e p a r t m e n t  w e r e  i n c l u d e d  i n  

t h e  G o v e r n m e n t  m i s c e l l a n e o u s  s e r v i c e s  a c c o u n t . )

P a s s e n g e r  f a r e s  ( I t e m s  2  a ,  6  a n d  6  a ,  6 ) . — F a r e  r e c e i p t s  a n d  p a y m e n t s  w e r e  

e s t i m a t e d  i n  c o n n e c t i o n  w i t h  t r a v e l  e x p e n d i t u r e s ,  a n d  i n c l u d e d  e x p e n d i t u r e s  o n  

<r b o a r d  t h e  c a r r i e r  a s  w e l l  a s  f a r e  p a y m e n t s  p r o p e r .  T h e  b a l a n c e - o f - p a y m e n t s

i t e m s  c o n s i s t  o n l y  o f  f a r e s  p a i d  t o  U n i t e d  S t a t e s  c a r r i e r s  ( a  r e c e i p t s  i t e m )  b y  

f o r e i g n  r e s i d e n t s  a n d  f a r e s  p a i d  t o  f o r e i g n  c a r r i e r s  ( a  p a y m e n t s  i t e m )  b y  U n i t e d  

S t a t e s  r e s i d e n t s .  T h e  n u m b e r  o f  p a s s e n g e r s  i n  e a c h  c a t e g o r y ,  c o m p i l e d  b y  

t r a v e l  a r e a ,  w a s  m u l t i p l i e d  b y  a v e r a g e  p a s s e n g e r  f a r e s  ( o b t a i n e d  f r o m  t r a v e l  

q u e s t i o n n a i r e s )  w i t h  a n  a d j u s t m e n t  f o r  t h e  a n n u a l  e x c e s s  o f  d e p a r t u r e s  o r  a r r i v a l s  

i n  t h e  c a s e  o f  c i t i z e n s  a n d  a l i e n  v i s i t o r s .

B e g i n n i n g  w i t h  t h e  s e c o n d  q u a r t e r  o f  1 9 4 2 ,  r e c e i p t s  b y  U n i t e d  S t a t e s  c a r r i e r s  

f r o m  f o r e i g n  r e s i d e n t s  w e r e  c o n s i d e r e d  G o v e r n m e n t  t r a n s p o r t a t i o n  r e c e i p t s .  

F a r e  p a y m e n t s  m a d e  b y  t h e  G o v e r n m e n t  f r o m  1 9 4 0  t h r o u g h  1 9 4 5  t o  f o r e i g n  c a r 

r i e r s  w e r e  s e g r e g a t e d  f r o m  t o t a l  f a r e  p a y m e n t s ,  a n d  i n c l u d e d  i n  t h e  m i s c e l l a n e o u s  

s e r v i c e s  a c c o u n t .  F a r e  p a y m e n t s  a r i s i n g  f r o m  t r a v e l  b e t w e e n  t h e  U n i t e d  S t a t e s  

a n d  C a n a d a  a n d  M e x i c o  w e r e  i n c l u d e d  i n  t h e  t r a v e l  a c c o u n t .

P o r t  e x p e n d i t u r e s  ( I t e m s  3  a ,  6 ,  c  a n d  7  a ,  6 ,  c ) . — O c e a n  p o r t  e x p e n d i t u r e s  o f
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A m e r i c a n  a n d  f o r e i g n  v e s s e l s  w e r e  r e s p e c t i v e l y  e s t i m a t e d  a s  f i x e d  p e r c e n t a g e s  o f  

t h e i r  g r o s s  r e v e n u e s  o n  t h e  c a r r i a g e  o f  f r e i g h t  a n d  p a s s e n g e r s  t o  a n d  f r o m  t h e  

U n i t e d  S t a t e s ,  a n d  a l s o ,  i n  t h e  c a s e  o f  A m e r i c a n  v e s s e l s ,  o n  t h e i r  c a r r i a g e  o f  i n -  

d i r e c t  t r a d e .  S e r v i c e s  r e c e i v e d  b y  A m e r i c a r r  v e s s e l s  i n  f o r e i g n  p o r t s  u n d e r  r e 

v e r s e  l e n d - l e a s e  w e r e  s u b t r a c t e d  f r o m  t o t a l  e s t i m a t e s  t o  g i v e  c a s h  p o r t  e x p e n d i 

t u r e s .  T h e  d i v i s i o n  o f  e x p e n d i t u r e s  o f  f o r e i g n  v e s s e l s  i n  U n i t e d  S t a t e s  p o r t s  i n t o  

l e n d - l e a s e  ( G o v e r n m e n t  a c c o u n t )  a n d  c a s h  i t e m s  w a s  r e l a t i v e l y  a r b i t r a r y .  B i l a t 

e r a l  p o r t  e x p e n d i t u r e s  w e r e  e s t i m a t e d  i n  p r o p o r t i o n  t o  b i l a t e r a l  a r e a  t r a n s p o r t a 

t i o n  e a r n i n g s ,  a n d  f u r t h e r  d i v i d e d  i n t o  l e n d - l e a s e  a n d  c a s h  i t e m s .

L a k e  p o r t  e x p e n d i t u r e s  o f  A m e r i c a n  a n d  C a n a d i a n  v e s s e l s  w e r e  r e s p e c t i v e l y  

e s t i m a t e d  a s  f i x e d  p e r c e n t a g e s  o f  t h e i r  g r o s s  r e v e n u e s .  A i r p o r t  e x p e n d i t u r e s  o f  

U n i t e d  S t a t e s  s c h e d u l e d  a i r  l i n e s  a b r o a d  w e r e  e s t i m a t e d  f r o m  C i v i l  A e r o n a u t i c s  

B o a r d  d a t a .

R a i l  t r a f f i c  ( I t e m s  Jf a , 6  a n d  8  a ,  h ) .— T h e s e  e s t i m a t e s  w e r e  b a s e d  u p o n  i n 

f o r m a t i o n  f u r n i s h e d  b y  A m e r i c a n  r a i l r o a d s  o p e r a t i n g  i n  C a n a d a ,  M o o d y ’s  S t e a m  

R a i l r o a d s ,  C a n a d i a n  G o v e r n m e n t  p u b l i c a t i o n s ,  a n d  D e p a r t m e n t  o f  C o m m e r c e  d a t a  

o n  C a n a d i a n  a n d  M e x i c a n  e x p o r t s  a n d  i m p o r t s  i n  t r a n s i t  t h r o u g h  t h e  U n i t e d  

S t a t e s .  A m e r i c a n  r a i l r o a d  r e c e i p t s  i n  C a n a d a  i n c l u d e d  f r e i g h t  o n  U n i t e d  S t a t e s  

e x p o r t s  a n d  i n t r a - C a n a d i a n  t r a f f i c  c a r r i e d  w i t h i n  C a n a d a  b y  A m e r i c a n  r a i l r o a d s .

Tabl e I .— C o m p o s i t i o n  o f  f r e i g h t  a n d  s h i p p i n g  a c c o u n t ,  19Jt 0 ~ 4 5

[In  m illions of dollars]

I te m 1940 1941 1942 1943 1944 1945

RECEIPTS -

1. F re ig h t on  w ater-b o rne  a n d  a ir cargo:
a . O cean ___ _____ __________ _______ ______ 139 280 387 787 979 987
b . G re a t L a k e s . . . ____ _____________________ 3 3 3 4 5 3
c. A ir___  _________________ _____ 1______ 2 2 8 13 12 16

T o ta l,  f re ig h t_________________________ 144 285 398 804 996 1,006

2. P asse nge r fares:
a. O cean ............. . ......... .............. ........... ................ 10 10 3 2 3 14
b . A i r . . .___ _________________  __ . ______ 3 4 9 8 14 15

T o ta l,  fa re s____ ________ ______________ 13 14 12 10 17 29

3. E xpenses of fo re ign  carriers  in  U n ite d  S ta te s  ports: 
a . O cean p o r ts . .................... . ............. ............. ........ 21G 229 215 201 215 209
b . L a k e  p o r ts . ____________  ._ ____________ 4 4 5 5 4 4
c. A irp o r ts ________________________  ____ « (0 « (0 « 0)

T o ta l,  p o r t  ex p e n d itu re s . ______________ 220 233 220 206 219 213

4. R ail traffic:
a. A m erica n  ra ilroa d  rece ip ts  in  C a n a d a _______ 5 6 7 6» 7 5
b . In - tra n s it  tra ffic th ro u g h  th e  U n ite d  S ta te s ___ 21 24 52 84 68 56

T o ta l , ra il  re c e ip ts ________ ____ ________ 20 30 59 90 75 61

G ra n d  to ta l,  re c e ip ts ______  ____________ 403 562 089 1,110 1,307 . 1,306

PAYMENTS

5. F re ig h t on  w ater-bo rne  a n d  a ir cargo:
a . O ce an _______ ____ ____________________ 236 197 119 99 106 114
b . G re a t L a k e s ........................ ........................ ........ 5 4 5 7 6 3
c. A ir__ _  ____________ « « 0) (>) w 0)

T o ta l,  f re ig h t___ _____________________ 241 201 124 106 112 117

6. P asse nge r fares:
a . O ce an_________________________________ 13 10 3 3 4 6
b . A ir_____________________________ « C) o 1 1 2

T o ta l,  fa re s .................... ...... _________ ____ 13 10 3 4 5 8

7. E xp enses of A m erica n  carrie rs  in  fo re ign po r ts:
a. O cean p o r ts _______________  __________  . . 52 99 98 184 226 242
b . L ak e p o r ts ................................ ......... 1 1 1 2 3 3
c. A irp o r ts _____________________ ____ ______ 4 5 6 10 11 14

T o ta l, p o r t  ex p e n d itu re s ......... ................... . 57 105 105 196 240 259

8. R ail traffic:
a. A m erican  ra ilroad  expenses in  C a n a d a ......... . 14 16 19 23 25 25
b. In - tra n s it  tra ffic th ro u g h  C a n a d a ___________ 9 11 12 14 17 11

T o ta l, ra il p a y m e n ts _____________  ___ 23 27 31 37 42 36

G ra n d  to ta l,  p a y m e n ts _________________ 334 343 263 343 399 420

1 L ess t h a n  $500,000.



Tabl e I T .— E s t i m a t e d  f r e i g h t  e a r n i n g s  b y  U n i t e d  S t a t e s  a n d  f o r e i g n  v e s s e l s  in  

t h e  c a r r i a g e  o f  U n i t e d  S t a t e s  i m p o r t s  a n d  e x p o r t s , 19JtO -J{5

[ In  m illions  of dollars]

Y ea r a n d  item

U n ite d  S ta te s  
im p o rts

U n ite d  S ta te s  
lend -lease  ex 

p o r ts

U n ite d  S ta te s  
com m ercia l ex 

p o r ts
T o ta l

E a rn e d
b y

U n ite d
S ta te s
vesse ls

E a rn e d  
b y  for 

eign 
vessels

E a rn e d
b y

U n ite d
S ta te s
vesse ls

E a rn e d  
b y  for 

eign 
vessels

E a rn e d
b y

U n ite d
S ta te s
vessels

E a rn e d  
b y  for 

eign 
vesse ls

E a rn e d
b y

U n ite d
S ta te s
vessels

E a rn e d  
b y  for 

eign 
vesse ls

1940
O cean  fre igh t:

113
23

205
31

122
10

437
73

235
33

642
104

136
1

236
5

132
3

510
10

268
4

746
15

137 241 135 520 272 761

1941
O cean  freigh t:

205
42

155
42

28
7

65
47

216
5

456
35

449
54

676
124

247
3

197
4

35 112 221
3

491
13

503
6

800
17

250 201 35 112 224 504 509 817

1942
O cean  freigh t:

157
20

112
7

167
37

303
75

155
11

243
19

479
68

658
101

177
2

119
5

204 378 166
3

262
14

547
5

759
19

179 124 204 378 169 276 552 778

1943
O cean  freigh t:

268
28

92
7

453
83

347
109

219
6

134
16

940
117

573
132T a n k e rs ........................... ........ ...

296
4

99
7

536 456 225
4

150
14

1,057 
8

705
21

G ra n d  to ta l,  fre ig h t_________

1944
O cean  freigh t:

300 106 536 456 229 164 1,065 726

322
36

95
11

515
171

389
96

254
8

153
4

1,091
215

637
111

358
7

106
6

686 485 262
5

157
12

1,306
12

748
18

365 112 686 485 267 169 1, 318 766

1945
O cean freigh t:

360
47

101
13

392
82

263
89

391
7

227
31

i 1, 218
136

591
133

407
7

114
3

474 352 398
3

258
12

i 1, 354 
10

724
15G re at L ak es fre ig h t. . .T ......................

414 117 474 352 401 270 i 1,364 739

1 In c lu d e s  U N R R A  fre igh t, $75 m illion .

T r a v e l  A c c o u n t

O v e r s e a  A c c o u n t

P a y m e n t s .-— T h e  o u t b r e a k  o f  t h e  w a r  i n  E u r o p e  a n d  t h e  s u b s e q u e n t  e n t r y  b y  

t h e  U n i t e d  S t a t e s  c h a n g e d  c o m p l e t e l y  e x i s t i n g  t r a v e l  p a t t e r n s ,  a n d  n e c e s s i t a t e d  

a  r e v i s i o n  i n  t h e  m e t h o d o l o g y  u n d e r l y i n g  t h e  c o m p u t a t i o n  o f  p a y m e n t s  a n d  

r e c e i p t s  a r i s i n g  f r o m  i n t e r n a t i o n a l  t r a v e l .
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I n  1 9 4 1  a n d  p r i o r  y e a r s ,  q u e s t i o n n a i r e s  w e r e  m a i l e d  t o  a  g r o u p  o f  U n i t e d  

S t a t e s  c i t i z e n s  s e l e c t e d  a t  r a n d o m  f r o m  l i s t s  o f  p a s s p o r t  a p p l i c a n t s .  I n  o r d e r  t o  

c o v e r  t h e  t r a v e l  i n  f o r e i g n  c o u n t r i e s  o f  a l i e n  r e s i d e n t s  o f  t h e  U n i t e d  S t a t e s ,  w h o  

c a n n o t  o b t a i n  A m e r i c a n  p a s s p o r t s ,  s i m i l i a r  q u e s t i o n n a i r e s  w e r e  d i s t r i b u t e d  t o  

h o l d e r s  o f  r e e n t r y  p e r m i t s ,  d o c u m e n t s  r e q u i r e d  o f  a l i e n  r e s i d e n t s  l e a v i n g  t h e  

U n i t e d  S t a t e s  f o r  t e m p o r a r y  t r i p s  a b r o a d  i f  t h e y  w i s h  t o  b e  a s s u r e d  o f  r e e n t r y .  

F o r  e a c h  y e a r ,  a v e r a g e  p e r  c a p i t a  e x p e n d i t u r e s  w e r e  c o m p u t e d  f o r  c i t i z e n s  a n d  

f o r  a l i e n  r e s i d e n t s  o f  t h e  U n i t e d  S t a t e s ,  b y  c l a s s  o f  s t e a m s h i p  a c c o m m o d a t i o n  

u t i l i z e d  a n d  b y  g e o g r a p h i c  a r e a  v i s i t e d .

S i n c e  n e a r l y  a l l  c o u n t r i e s  i n  t h e  W e s t  I n d i e s  a n d  C e n t r a l  A m e r i c a  a d m i t  

U n i t e d  S t a t e s  c i t i z e n s  o n  t e m p o r a r y  v i s i t s  w i t h o u t  t h e  n e c e s s i t y  o f  o b t a i n i n g  

p a s s p o r t s ,  i n  o r d e r  t o  c o m p u t e  a v e r a g e  p e r  c a p i t a  e x p e n d i t u r e s  f o r  c i t i z e n s  

t r a v e l i n g  t o  n o n p a s s p o r t  o v e r s e a  a r e a s  i t  w a s  n e c e s s a r y  t o  a s s u m e  t h a t  f a r e  

p a y m e n t s  a n d  s h i p b o a r d  e x p e n d i t u r e s  b y  t h i s  g r o u p  c o n s t i t u t e d  a p p r o x i m a t e l y  

4 1  p e r c e n t  o f  t h e i r  t o t a l  g r o s s  t r a v e l  e x p e n d i t u r e s .  F a r e  p a y m e n t s  a n d  t o t a l  

e x p e n d i t u r e s  o n  b o a r d  s h i p  w e r e  d e r i v e d  f r o m  f a r e  s c h e d u l e s  a n d  o t h e r  d a t a  a s  

a p p l i e d  t o  d e p a r t u r e s  b y  c a b i n  c l a s s  f o r  t h e  W e s t  I n d i e s  a n d  C e n t r a l  A m e r i c a  

f r o m  v a r i o u s  p o r t s  o f  d e p a r t u r e  t o  s p e c i f i e d  d e s t i n a t i o n s .  A v e r a g e  g r o s s  e x 

p e n d i t u r e s  i n  n o n p a s s p o r t  a r e a s  w e r e  t h u s  p l a c e d  a t  a p p r o x i m a t e l y  $ 3 0 0  i n  1 9 3 5  

b y  i n f l a t i n g  t h e  e s t i m a t e d  f a r e  p a y m e n t s  ( $ 1 2 3 )  o n  t h e  t h e o r y  t h a t  t h e  l a t t e r  

a m o u n t e d  t o  4 1  p e r c e n t  o f  g r o s s  e x p e n d i t u r e s .  I f  p e r  c a p i t a  e x p e n d i t u r e s  f o r  

e a c h  c a b i n  c l a s s  i n  p a s s p o r t  a r e a s  i n  1 9 3 5  w e r e  w e i g h t e d  b y  t h e  p e r c e n t a g e  o f  

d e p a r t u r e s  i n  e a c h  c l a s s  f o r  n e a r b y  o v e r s e a  a r e a s ,  t h e  p e r  c a p i t a  a v e r a g e  f o r  a l l  

c i t i z e n s  v i s i t i n g  p a s s p o r t  c o u n t r i e s  i n  t h a t  y e a r  w o u l d  h a v e  a m o u n t e d  t o  $ 1 , 0 1 9  

( a s  c o m p a r e d  w i t h  a n  a c t u a l  a v e r a g e  f o r  p a s s p o r t  a r e a s  o f  $ 7 2 2 ) .  T h e  e s t i m a t e d  

a v e r a g e  f o r  n o n p a s s p o r t  a r e a s  i n  t h a t  y e a r  w a s ,  h o w e v e r ,  o n l y  $ 3 0 0 ,  o r  a p p r o x i 

m a t e l y  2 9  p e r c e n t  o f  $ 1 , 0 1 9 .  T h i s  r a t i o  o f  2 9  p e r c e n t  w a s  a p p l i e d  i n  o t h e r  y e a r s  

t o  t h e  e s t i m a t e d  a v e r a g e  f o r  p a s s p o r t  a r e a s  w e i g h t e d  b y  p e r c e n t a g e  o f  d e p a r 

t u r e s  t o  n o n p a s s p o r t  a r e a s  f o r  t h e  r e l e v a n t  y e a r ,  i n  a  m a n n e r  a n a l o g o u s  t o  t h e  

c o m p u t a t i o n  s h o w n  b e l o w  f o r  1 9 3 5  :

C lass

A verage  gross 
ex p en d itu res  
in  p a ssp o r t 

areas

W e ig h t (per 
c e n t of d e p a r 
tu re s  to  n o n 

p a ssp o r t areas)

W eigh ted
a m o u n t

$1,285
863

62.1 $798
4 .0 35

541 28.7 155
S ec on d __________ ________ ____________ 819 1.3 11

612 2.1 13
T h i r d ...... . .............. ......... .......................... 406 1.8 7

T o ta l___________ ____ ____ 1,019

• E q u iv a le n t to  ca b in  class in  n o n p a ssp o r t a reas. 

Not e.—R a tio  o f $300 to  $1,019 is 29.25 p erc en t.

Q u e s t i o n n a i r e  a v e r a g e s  f o r  1 9 4 0  w e r e  e m p l o y e d  i n  c o m p u t i n g  e s t i m a t e s  f o r  t h a t  
y e a r .  S i n c e  n o  q u e s t i o n n a i r e s  w e r e  s e n t  o u t  a f t e r  1 9 4 1  a n d  s i n c e  t h e  r e p l i e s  

r e c e i v e d  i n  1 9 4 1  w e r e  r a t h e r  s p a r s e ,  a  c o m b i n a t i o n  o f  1 9 4 0 - 4 1  a v e r a g e s  w a s  u s e d  
f o r  1 9 4 1  a n d  s u b s e q u e n t  w a r  y e a r s .

B a s i c  v o l u m e  d a t a  s u p p l i e d  b y  I m m i g r a t i o n  a n d  N a t u r a l i z a t i o n  S e r v i c e  w e r e  

a d j u s t e d  t o  e x c l u d e  t r a v e l  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  M e x i c o  a n d  C a n a d a ,  

a n d  t o  i n c l u d e  a r r i v a l s  f r o m  o v e r s e a  c o u n t r i e s  a t  C a n a d i a n  s e a p o r t s  e n  r o u t e  

t o  t h e  U n i t e d  S t a t e s  a n d  d e p a r t u r e s  f r o m  o v e r s e a  a r e a s  v i a  C a n a d i a n  s e a p o r t s .  
I n  a d d i t i o n ,  a l i e n  r e s i d e n t  t r a v e l  d a t a  w e r e  f u r t h e r  a d j u s t e d  i n  o r d e r  t o  e q u a l i z e  

t h e  n u m b e r  o f  a l i e n  r e s i d e n t s  d e p a r t i n g  f o r  a n d  r e t u r n i n g  f r o m  t e m p o r a r y  t r i p s  

a b r o a d  w i t h i n  a  g i v e n  y e a r .  T h i s  a d j u s t m e n t  i s  n e c e s s i t a t e d  b y  t h e  f a c t  t h a t  
t h e  d i s t i n c t i o n  b e t w e e n  a l i e n  r e s i d e n t s  d e p a r t i n g  f o r  t e m p o r a r y  t r i p s  a b r o a d  a n d  

e m i g r a n t  a l i e n s  i s  b a s e d  u p o n  t h e  d e c l a r e d  i n t e n t i o n  o f  s u c h  a n  a l i e n  a t  t h e  t i m e  

o f  h i s  d e p a r t u r e  f r o m  t h e  U n i t e d  S t a t e s .  A c t u a l l y ,  i t  w a s  d i s c o v e r e d  t h a t  m a n y  

s o - c a l l e d  e m i g r a n t  a l i e n s  r e t u r n e d  t o  t h e  U n i t e d  S t a t e s  a f t e r  t e m p o r a r y  t r i p s  
a b r o a d ,  a n d  m a n y  a l i e n  r e s i d e n t s  w h o  o b t a i n e d  r e e n t r y  p e r m i t s  a t  t h e  t i m e  
o f  d e p a r t u r e  o n  t h e  b a s i s  o f  t h e i r  d e c l a r e d  i n t e n t i o n  t o  r e t u r n  t o  t h i s  c o u n t r y  
w i t h i n  a  y e a r  a c t u a l l y  r e m a i n e d  a b r o a d  f o r  e x t e n d e d  p e r i o d s  o r  p e r m a n e n t l y .

I n  t h e  c a s e  w h e r e  d e p a r t u r e s  o f  a l i e n  r e s i d e n t s  ( b y  d e f i n i t i o n ,  o n  t e m p o r a r y  
v i s i t s  a b r o a d  o f  l e s s  t h a n  1  y e a r )  e x c e e d e d  t h e  a r r i v a l s  o f  a l i e n  r e s i d e n t s  d u r i n g  

a  g i v e n  y e a r ,  t h e  e x c e s s  o f  s u c h  d e p a r t u r e s  o v e r  a r r i v a l s  w a s  c o n s i d e r e d  a s
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r e p r e s e n t i n g  d e  f a c t o  e m i g r a t i o n .  I n  y e a r s  w h e n  a n  e x c e s s  o f  a r r i v a l s  o f  a l i e n  

r e s i d e n t s  o v e r  d e p a r t u r e s  e x i s t e d ,  t h e  e x c e s s  o f  s u c h  a r r i v a l s  o v e r  d e p a r t u r e s  

w a s  d e d u c t e d  f r o m  r e p o r t e d  e m i g r a n t  d e p a r t u r e s .

E s t i m a t e s  o f  t r a v e l  e x p e n d i t u r e s  i n  o v e r s e a  a r e a s  w e r e  c o m p u t e d  b y  a p p l y 

i n g  t h e  a p p r o p r i a t e  a v e r a g e s  t o  t h e  r e s p e c t i v e  v o l u m e  f i g u r e s  f o r  e a c h  c l a s s  

o f  t r a v e l  a n d  f o r  e a c h  g e o g r a p h i c  a r e a ,  w i t h  a n  a d j u s t m e n t  i n  t h e  t o t a l  f o r  

t h e  a n n u a l  e x c e s s  o f  d e p a r t u r e s  o r  a r r i v a l s  i n  t h e  c a s e  o f  c i t i z e n s  a n d  a l i e n  

v i s i t o r s .  T h e  r e s u l t i n g  f i g u r e s  w e r e  t h e n  r e v i s e d  d o w n w a r d  t o  e x c l u d e  t h e  

e x p e n d i t u r e s  o f  G o v e r n m e n t  o f f i c i a l s  t r a v e l i n g  o v e r s e a s ,  o n  t h e  b a s i s  o f  r e d u c i n g  

t h e  e s t i m a t e s  o r i g i n a l l y  c o m p u t e d  b y  t h e  r a t i o  o f  d i p l o m a t i c  a n d  s p e c i a l  p a s s 

p o r t s  i s s u e d  t o  t o t a l  p a s s p o r t s  i s s u e d .  I n  o r d e r  t o  e x c l u d e  e x p e n d i t u r e s  b y  

c o n t r a c t  w o r k e r s  o n  C a r i b b e a n  d e f e n s e  b a s e s  f r o m  t h e  t r a v e l  a c c o u n t  ( s i n c e  t h e s e  

e x p e n d i t u r e s  a r e  i n c l u d e d  i n  t h e  G o v e r n m e n t  s e r v i c e s  a c c o u n t ) ,  i n f o r m a t i o n  w a s  

o b t a i n e d  f r o m  t h e  W a r  D e p a r t m e n t  a n d  t h e  C a n a l  Z o n e  C o m m i s s i o n  c o n c e r n i n g  

t h e  c o u n t r i e s  w h e r e  w o r k e r s  w e r e  s e n t .  T r e n d s  w e r e  d e r i v e d  f r o m  p l o t t i n g  

d e p a r t u r e s  b y  m o n t h  d u r i n g  l a t e  p r e w a r  y e a r s  t o  e a c h  o f  t h e s e  c o u n t r i e s ,  a n d  

a n y  e x c e s s  o f  d e p a r t u r e s  d u r i n g  t h e  p e r i o d  c o v e r e d  o v e r  t h e  e s t a b l i s h e d  t r e n d s  

w a s  d e d u c t e d .

R e c e i p t s .— A l i e n  v i s i t o r s  t o  t h e  U n i t e d  S t a t e s  c o m p r i s e  t e m p o r a r y  v i s i t o r s  

f o r  p l e a s u r e ,  t e m p o r a r y  v i s i t o r s  f o r  b u s i n e s s ,  s t u d e n t s ,  p e r s o n s  i n  t r a n s i t  t h r o u g h  

t h e  U n i t e d  S t a t e s  a n d  g o v e r n m e n t  o f f i c i a l s  a n d  t h e i r  f a m i l i e s ,  a t t e n d a n t s ,  a n d  

s e r v a n t s .  D u r i n g  t h e  w a r  y e a r s  t r a v e l  f r o m  o u t s i d e  t h e  W e s t e r n  H e m i s p h e r e  

w a s  l i m i t e d  t o  f o r e i g n  m i s s i o n s ,  g o v e r n m e n t  o f f i c i a l s ,  a n d  w a r  r e f u g e e s .  N u m b e r s  

o f  f o r e i g n  g o v e r n m e n t  o f f i c i a l s  d e p a r t i n g  f r o m  t h e  U n i t e d  S t a t e s  w e r e  n o t  a v a i l 

a b l e  ; h o w e v e r ,  d a t a  w e r e  o b t a i n e d  c o v e r i n g  t o t a l  a l i e n  g o v e r n m e n t  o f f i c i a l s  

a r r i v i n g  i n  t h e  U n i t e d  S t a t e s ,  a n d  r a t i o s  w e r e  c o m p u t e d  o f  a l i e n  v i s i t o r s  a r r i v i n g  

e x c l u d i n g  g o v e r n m e n t  o f f i c i a l s  t o  a l i e n  v i s i t o r s  a r r i v i n g  i n c l u d i n g  g o v e r n m e n t  

o f f i c i a l s ,  o n  t h e  a s s u m p t i o n  t h a t  t h e  s a m e  r a t i o  w o u l d  h o l d  f o r  a l i e n  v i s i t o r s  

d e p a r t i n g .  T h e s e  r a t i o s  w e r e  t h e n  u s e d  t o  a d j u s t  t h e  e s t i m a t e s  o f  r e c e i p t s  

f r o m  a l i e n  v i s i t o r s  o b t a i n e d  b y  a p p l y i n g  a v e r a g e s ,  i d e n t i c a l  w i t h  t h o s e  e s t a b 

l i s h e d  f o r  c i t i z e n  t r a v e l e r s ,  t o  t h e  n u m b e r s  o f  v i s i t o r s  f r o m  t h e  p r i n c i p a l  o v e r 

s e a  a r e a s ,  i n  t h e  a b s e n c e  o f  e m p i r i c a l  d a t a  b e a r i n g  u p o n  t h e  e x p e n d i t u r e s  o f  

f o r e i g n  v i s i t o r s  t o  t h e  U n i t e d  S t a t e s .

A p p r o x i m a t e l y  4 0  p e r c e n t  o f  t h e  t o t a l  e x p e n d i t u r e s  o f  o v e r s e a  t r a v e l e r s  c o n 

s i s t e d  i n  t h e  i n t e r w a r  p e r i o d  o f  f a r e s  a n d  s h i p b o a r d  e x p e n d i t u r e s  a n d  t h e s e  

o u t l a y s  a r e  t h e  s a m e  f o r  a n y  g i v e n  c l a s s  o f  a c c o m m o d a t i o n  f o r  c i t i z e n s  a n d  

a l i e n s  a l i k e .  A g r i c u l t u r a l  w o r k e r s  i m p o r t e d  f r o m  t h e  B r i t i s h  W e s t  I n d i e s  a n d  

i n c l u d e d  i n  v o l u m e  d a t a  f u r n i s h e d  b y  I m m i g r a t i o n  a n d  N a t u r a l i z a t i o n  S e r v i c e  

w e r e  e x c l u d e d  i n  t h e  c o m p u t a t i o n  o f  e x p e n d i t u r e s .  A  f u r t h e r  a d j u s t m e n t  w a s  

m a d e  i n  t h e  I m m i g r a t i o n  v o l u m e  d a t a  t o  e x c l u d e  t r a v e l  b e t w e e n  t h e  U n i t e d  

S t a t e s  a n d  C a n a d a  a n d  M e x i c o ,  a n d  t o  i n c l u d e  a r r i v a l s  a n d  d e p a r t u r e s  v i a  

C a n a d i a n  s e a p o r t s .

C a n a d i a n  A c c o u n t

P a y m e n t s .— T h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  C o m m e r c e  c o l l a b o r a t e s  w i t h  t h e  

D o m i n i o n  B u r e a u  o f  S t a t i s t i c s  a t  O t t a w a  i n  e s t i m a t i n g  p a y m e n t s  a r i s i n g  f r o m  

t r a v e l  b y  U n i t e d  S t a t e s  r e s i d e n t s  i n  C a n a d a .  Q u e s t i o n n a i r e s  a r e  d i s t r i b u t e d  b y  

U n i t e d  S t a t e s  C u s t o m s  o f f i c e r s  o n  a  r a n d o m  b a s i s  t o  a p p r o x i m a t e l y  o n e  U n i t e d  

S t a t e s  r e s i d e n t  o u t  o f  e v e r y  s e v e n  w h o  r e t u r n  t o  t h e  U n i t e d  S t a t e s  o v e r  t h e  

C a n a d i a n  b o r d e r  b y  r a i l ,  b o a t ,  p l a n e ,  o r  l o n g - d i s t a n c e  b u s .  C a n a d i a n  a u t h o r i 

t i e s  s a m p l e  t h e  t r a v e l  o f  U n i t e d  S t a t e s  r e s i d e n t s  w h o  e n t e r  C a n a d a  b y  a u t o 

m o b i l e  b y  m e a n s  o f  q u e s t i o n n a i r e s  p r i n t e d  o n  t h e  r e v e r s e  o f  t h e  V e h i c l e  P e r m i t s ,  

o n e  o f  w h i c h  i s  i s s u e d  t o  a  m e m b e r  o f  e a c h  p a r t y  o f  f o r e i g n  r e s i d e n t s  w h o  e n t e r s  

C a n a d a  b y  a u t o m o b i l e  f o r  a  p e r i o d  o f  m o r e  t h a n  4 8  h o u r s  o r  w h o  p l a n s  t o  d e p a r t  

V f r o m  C a n a d a  b y  a  p o r t  o t h e r  t h a n  t h e  p o r t  o f  e n t r y .  T r a v e l e r s  w h o  e n t e r  C a n a d a

b y  c a r  a n d  w h o  d o  n o t  r e q u i r e  a  V e h i c l e  P e r m i t  a r e  h a n d e d  a  q u e s t i o n n a i r e  b y  

C a n a d i a n  a u t h o r i t i e s  w h i c h  t h e  t r a v e l e r  i s  r e q u e s t e d  t o  f i l l  i n  a n d  l e a v e  w i t h  

t h e  C a n a d i a n  o f f i c i a l s  u p o n  h i s  d e p a r t u r e  f r o m  C a n a d a .  D o m i n i o n  a u t h o r i t i e s  

l i k e w i s e  d e r i v e  a v e r a g e  e x p e n d i t u r e s  f o r  p e r s o n s  w h o  c r o s s  t h e  b o r d e r  b y  l o c a l  

b u s  o r  o n  f o o t  f o r  b r i e f  v i s i t s  o f  a  p u r e l y  l o c a l  c h a r a c t e r .

T h e  r e s u l t s  f r o m  t h e s e  s a m p l i n g  o p e r a t i o n s  a r e  p o o l e d ,  s e p a r a t e  a v e r a g e s  b e i n g  

c o m p u t e d  f o r  t r a v e l e r s  b y  e a c h  m e a n s  o f  t r a n s p o r t a t i o n  a n d  b y  t h e  C a n a d i a n  

p r o v i n c e  o f  i n g r e s s .  P a y m e n t s  t o  c a r r i e r s  f o r  f a r e s  a r e  i n c l u d e d  i n  t h e  e s t i m a t e s  

o f  o v e r - a l l  t r a v e l  e x p e n d i t u r e s .  T h e  q u e s t i o n n a i r e s  d i s t r i b u t e d  t o  t r a v e l e r s  b y  

b o a t ,  t r a i n ,  b u s ,  o r  p l a n e  r e q u e s t  t h a t  t h e  t r a v e l e r  f u r n i s h  d a t a  s h o w i n g  t h e  

a m o u n t  p a i d  f o r  f a r e s  p u r c h a s e d  i n  C a n a d a  a n d  f o r  t h r o u g h  t r a n s p o r t a t i o n  p u r 

c h a s e d  i n  t h e  U n i t e d  S t a t e s  t o  a n y  p o i n t  i n  C a n a d a .

I n  t h e  c a s e  o f  t r a v e l  b y  t r a i n  a n d  b u s ,  t h e  a m o u n t  o f  t h r o u g h  t r a n s p o r t a t i o n
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i s  p r o r a t e d  b e t w e e n  t h e  t w o  c o u n t r i e s  o n  t h e  b a s i s  o f  t h e  m i l e a g e  c o v e r e d  i n  

e a c h  c o u n t r y ,  a n d  i n c l u d e d  w i t h  t h e  e s t i m a t e  f o r  o t h e r  t r a v e l  e x p e n d i t u r e s .  I n  

t h e  c a s e  o f  p l a n e  a n d  b o a t  t r a v e l ,  f a r e  p a y m e n t s  a r e  i n c l u d e d  w i t h  o t h e r  t r a v e l  

e x p e n d i t u r e s  o n l y  i f  t h e  c a r r i e r  i s  o w n e d  b y  t h e  f o r e i g n  c o u n t r y ; o t h e r w i s e  n o  

e s t i m a t e  f o r  f a r e s  i s  i n c l u d e d .  T h e  n u m b e r s  o f  p a s s e n g e r s  i n  d i r e c t  t r a n s i t  

t h r o u g h  C a n a d a  f r o m  o n e  p o i n t  i n  t h e  U n i t e d  S t a t e s  t o  a n o t h e r  a r e  d e d u c t e d  

f r o m  t o t a l s  r e p o r t e d  b y  t h e  D e p a r t m e n t  o f  M i n e s  a n d  R e s o u r c e s  o f  e n t r i e s  o f  

U n i t e d  S t a t e s  t r a v e l e r s  i n t o  C a n a d a ,  b y  m e a n s  o f  t r a n s p o r t a t i o n  a n d  b y  p o r t  a n d  

p r o v i n c e  o f  e n t r y .  T h e  r e s u l t a n t  v o l u m e  f i g u r e s  a r e  a p p l i e d  t o  t h e  a p p r o p r i a t e  

e x p e n d i t u r e  a v e r a g e s  c o m p u t e d  f o r  e a c h  c l a s s  o f  t r a v e l e r .  I n  r e c e n t  y e a r s ,  

t h e  s a m e  f i n a l  e s t i m a t e s  h a v e  b e e n  u s e d  b y  b o t h  c o u n t r i e s .

R e c e i p t s .— T h e  D o m i n i o n  o f  C a n a d a  s a m p l e s  t r a v e l  o f  C a n a d i a n s  a b r o a d  b y  

m e a n s  o f  q u e s t i o n n a i r e s  d i s t r i b u t e d  b y  C a n a d i a n  I m m i g r a t i o n  o f f i c e r s  t o  r e t u r n 

i n g  C a n a d i a n s .  A v e r a g e  e x p e n d i t u r e s  a r e  c o m p u t e d  t h e r e f r o m ,  b y  m e a n s  o f  

t r a n s p o r t a t i o n  a n d  b y  p r o v i n c e  o f  r e e n t r y  i n t o  C a n a d a ,  t o  w h i c h  a r e  a p p l i e d  

v o l u m e  d a t a  s u p p l i e d  b y  t h e  D e p a r t m e n t  o f  M i n e s  a n d  R e s o u r c e s ,  w h i c h  a r e  

s t r a t i f i e d  a s  s p e c i f i e d  a b o v e  a s  i n  t h e  c a s e  o f  c o m p u t i n g  e s t i m a t e s  f o r  p a y m e n t s .

T h e  m e t h o d o l o g y  u n d e r l y i n g  t h e  c o m p u t a t i o n  o f  p a s s e n g e r  f a r e s  a n d  t h e  e x c l u 

s i o n  o f  i n - t r a n s i t  p a s s e n g e r s  i s  t h e  s a m e  a s  t h a t  d i s c u s s e d  u n d e r  P a y m e n t s .

M e x i c a n  A c c o u n t

P a y m e n t s . — 1 .  T r a v e l  t o  t h e  i n t e r i o r  o f  M e x i c o .— T h e  B a n k  o f  M e x i c o  a n d  t h e  

U n i t e d  S t a t e s  D e p a r t m e n t  o f  C o m m e r c e  c o l l a b o r a t e  i n  t h e i r  f i n d i n g s  i n  c o n n e c t i o n  

w i t h  r e c e i p t s  a n d  p a y m e n t s  a r i s i n g  f r o m  t r a v e l  b e t w e e n  t h e  t w o  c o u n t r i e s .  I n  

1 9 4 4  t h e  B a n k  o f  M e x i c o  c o n d u c t e d  a  s u r v e y  b y  m e a n s  o f  q u e s t i o n n a i r e s  h a n d e d  

t o  U n i t e d  S t a t e s  t o u r i s t s  v i s i t i n g  M e x i c o  C i t y  w h o  s t a y e d  i n  h o t e l s  a n d  l o d g i n g  

h o u s e s  a n d  t o  s t u d e n t s  w h o  p u r s u e d  c o u r s e s  o f  s t u d y  i n  t h a t  c i t y .  P r o m  t h e s e  

q u e s t i o n n a i r e s  s e p a r a t e  a v e r a g e s  w e r e  c o m p u t e d  f o r  e x p e n d i t u r e s  p e r  d i e m  

p e r  c a p i t a ,  f o r  f o o d ,  l o d g i n g ,  s i d e  t r i p s ,  a n d  m i s c e l l a n e o u s  p u r p o s e s .  T h e  i t e m  

f o r  t r a n s p o r t a t i o n  w a s  c o m p u t e d  s e p a r a t e l y  o n  t h e  b a s i s  o f  p u b l i s h e d  f a r e s  f o r  

p l a n e ,  b u s ,  a u t o ,  a n d  t r a i n  t r a v e l  t o  p r i n c i p a l  c i t i e s  w i t h i n  e a c h  M e x i c a n  S t a t e ; 

t h e s e  a v e r a g e s  w e r e  w e i g h t e d  b y  t h e  n u m b e r s  o f  t r a v e l e r s  t o  s u c h  S t a t e ,  u s i n g  

t h e  v a r i o u s  m e a n s  o f  t r a n s p o r t a t i o n  a s  r e p o r t e d  t o  t h e  D i r e c c i ó n  d e  E s t a d í s t i c a  

o f  M e x i c o .  I n  t h e  c a s e  o f  a u t o m o b i l e  t r a v e l ,  i t  w a s  a s s u m e d  t h a t  t h e  p e r  m i l e  

a v e r a g e  w h i c h  a p p l i e d  o n  t r i p s  t o  M e x i c o  C i t y  a s  s h o w n  i n  t h e  q u e s t i o n n a i r e s  

l i k e w i s e  a p p l i e d  o n  t r i p s  t o  o t h e r  M e x i c a n  c i t i e s .

B y  m a k i n g  u s e  o f  a  b r e a k - d o w n  o f  t r a v e l e r s  t o  t h e  i n t e r i o r  o f  M e x i c o  b y  t h e i r  

l e n g t h  o f  s t a y ,  w h i c h  h a d  b e e n  c o m p i l e d  f o r  1 9 4 3  b y  o f f i c i a l  M e x i c a n  s o u r c e s ,  t h e  

v o l u m e  d a t a  r e p o r t e d  f o r  t r a v e l e r s  t o  t h e  i n t e r i o r  o f  M e x i c o  w e r e  c l a s s i f i e d  a c 

c o r d i n g  t o  t h e  l e n g t h  o f  s t a y  a n d  a p p l i e d  t o  t h e  p e r  d i e m  p e r  c a p i t a  a v e r a g e s  

r e f e r r e d  t o  a b o v e ,  e x c e p t  t h a t  t r a n s p o r t a t i o n  w a s  c o m p u t e d  o n  a  p e r  t r i p  b a s i s .

T h e  i t e m s  f o r  s i d e  t r i p s ,  f o r  f o o d ,  a n d  f o r  l o d g i n g  w e r e  a d j u s t e d  d o w n w a r d  f o r  

a  s t a y  o f  m o r e  t h a n  1  m o n t h ,  o n  t h e  t h e o r y  t h a t  d u r i n g  a  p r o l o n g e d  s t a y  t h e s e  

e x p e n s e s  w o u l d  d e c r e a s e  s o m e w h a t .

2 . B o r d e r  t r a v e l .— I n  1 9 4 5 ,  t h e  B a n k  o f  M e x i c o  a n d  t h e  U n i t e d  S t a t e s  D e 

p a r t m e n t  o f  C o m m e r c e  c o n d u c t e d  a  j o i n t  i n v e s t i g a t i o n  a l o n g  t h e  U n i t e d  S t a t e s -  

M e x i c a n  b o r d e r  t o  d e t e r m i n e  a  m e t h o d  f o r  e s t i m a t i n g  e x p e n d i t u r e s  m a d e  a l o n g  

t h e  b o r d e r  z o n e  i n  e a c h  c o u n t r y  b y  r e s i d e n t s  o f  t h e  o t h e r  c o u n t r y .  A  r e p r e 

s e n t a t i v e  o f  e a c h  c o u n t r y  i n t e r v i e w e d  b a n k s ,  e x c h a n g e  d e a l e r s ,  b u s i n e s s m e n ,  

c u s t o m s  o f f i c i a l s ,  m e r c h a n t s ,  a n d  c h a m b e r s  o f  c o m m e r c e  i n  b o r d e r  t o w n s .  A s  a  

r e s u l t  o f  t h i s  i n v e s t i g a t i o n ,  i t  w a s  d e t e r m i n e d  t h a t  t h e  m o s t  p r a c t i c a b l e  s o l u 

t i o n  o f  t h e  p r o b l e m  w a s  t o  o b t a i n  p e r i o d i c a l l y  d i r e c t  f r o m  b a n k s  i n  b o r d e r  

c i t i e s  i n f o r m a t i o n  r e g a r d i n g  t h e i r  r e c e i p t s ,  f r o m  a c r o s s  t h e  b o r d e r ,  o f  t h e i r  

n a t i o n a l  c u r r e n c y .  F o r  e x a m p l e ,  U n i t e d  S t a t e s  b a n k s  i n  t o w n s  c l o s e  t o  t h e  

b o r d e r  a r e  r e q u e s t e d  t o  r e p o r t  m o n t h l y  r e c e i p t s  o f  U n i t e d  S t a t e s  c u r r e n c y  f r o m  *

t h e i r  M e x i c a n  c o r r e s p o n d e n t s  a n d  d e p o s i t o r s .  S i n c e  a l l  t h e  f u n d s  t h u s  r e p o r t e d  

p r e s u m a b l y  a r e  s p e n t  o r i g i n a l l y  o n  t h e  M e x i c a n  s i d e ,  t h e s e  r e p o r t s  c a n  b e  u s e d  

a s  t h e  b a s i s  f o r  m a k i n g  e s t i m a t e s  o f  U n i t e d  S t a t e s  f u n d s  s p e n t  i n  M e x i c a n  

b o r d e r  a r e a s  b y  U n i t e d  S t a t e s  r e s i d e n t s .

I t  i s  r e c o g n i z e d  t h a t  a l l  m o n e y s  e x p e n d e d  o n  t h e  M e x i c a n  s i d e  b y  U n i t e d  

S t a t e s  r e s i d e n t s  d o  n o t  f i n d  t h e i r  w a y  t o  b a n k s ,  b u t  m a y  b e  b r o u g h t  b a c k  t o  

t h e  U n i t e d  S t a t e s  i n  t h e  p o c k e t s  o f  M e x i c a n s  a n d  s p e n t  o n  t h i s  s i d e  o f  t h e  

b o r d e r ,  w i t h o u t  h a v i n g  p a s s e d  t h r o u g h  r e g u l a r  b a n k i n g  c h a n n e l s .  T h i s  i s  

p a r t i c u l a r l y  t r u e  s i n c e  U n i t e d  S t a t e s  c u r r e n c y  c i r c u l a t e s  f r e e l y  a l o n g  b o t h  s i d e s  

o f  t h e  i n t e r n a t i o n a l  b o r d e r .  T h e  i n v e s t i g a t i o n  i n d i c a t e d  t h a t  a n  a d d i t i o n a l  

a m o u n t  e q u a l  t o  a p p r o x i m a t e l y  2 0  p e r c e n t  o f  f u n d s  p a s s i n g  t h r o u g h  b a n k s  i s  

r e t u r n e d  t o  t h e  U n i t e d  S t a t e s  t h r o u g h  n o n b a n k i n g  c h a n n e l s .  A n  e s t i m a t e  

w a s  a l s o  d e r i v e d  d u r i n g  t h e  i n v e s t i g a t i o n  t o  c o v e r  e x p e n d i t u r e s  i n  p e s o s  o f
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U n i t e d  S t a t e s  r e s i d e n t s  a l o n g  t h e  M e x i c a n  b o r d e r .  I n  t h e  a b s e n c e  o f  a d d i t i o n a l  

d a t a ,  i t  s e e m s  l o g i c a l  t o  a s s u m e  t h a t  p e s o  e x p e n d i t u r e s  b e a r  a  d i r e c t  r e l a t i o n 

s h i p  t o  d o l l a r  e x p e n d i t u r e s .  A n  a d j u s t m e n t  w a s  m a d e  i n  t h e  t o t a l  e s t i m a t e  

t o  c o v e r  t h e s e  p e s o  e x p e n d i t u r e s ,  b a s e d  o n  t h e i r  r e l a t i o n s h i p  t o  d o l l a r  e x p e n d i 

t u r e s  d u r i n g  t h e  p e r i o d  c o v e r e d  b y  t h e  i n v e s t i g a t i o n .

R e c e i p t s . — 1 .  T r a v e l  t o  t h e  i n t e r i o r  o f  t h e  U n i t e d  S t a t e s .— I n  t h e  a b s e n c e  o f  

o t h e r  e m p i r i c a l  d a t a  u p o n  w h i c h  e s t i m a t e s  f o r  t h e  p e r i o d  1 9 4 0 - 4 5  m i g h t  b e  

b a s e d ,  i n f o r m a t i o n  s u p p l i e d  b y  U n i t e d  S t a t e s  c o n s u l s ,  c u s t o m s ,  a n d  i m m i g r a t i o n  

o f f i c i a l s  a l o n g  t h e  M e x i c a n  b o r d e r  w a s  a c c e p t e d  a s  a  b a s i s  f o r  e s t i m a t i n g  n u m 

b e r s  o f  M e x i c a n s  t r a v e l i n g  t o  t h e  i n t e r i o r  o f  t h e  U n i t e d  S t a t e s ,  a s  w e l l  a s  

a v e r a g e  e x p e n d i t u r e s  o f  s u c h  t r a v e l e r s .  O n  J u l y  1 ,  1 9 4 6 ,  a  p r o g r a m  o f  q u e s 

t i o n n a i r e  s a m p l i n g  w a s  i n i t i a t e d ,  w h e r e b y  e a c h  M e x i c a n  r e s i d e n t  e n t e r i n g  t h e  

U n i t e d  S t a t e s  f o r  m o r e  t h a n  2 4  h o u r s  o r  d e s t i n e d  t o  a  p o i n t  b e y o n d  t h e  b o r d e r  

a r e a  i s  h a n d e d  a  q u e s t i o n n a i r e ,  b y  t h e  U n i t e d  S t a t e s  i m m i g r a t i o n  i n s p e c t o r .  

T h i s  q u e s t i o n n a i r e  i s  t o  b e  f i l l e d  i n  s h o r t l y  b e f o r e  t h e  M e x i c a n  r e s i d e n t  l e a v e s  

t h i s  c o u n t r y  a n d  d e p o s i t e d  w i t h  t h e  i m m i g r a t i o n  i n s p e c t o r  o r  m a i l e d  p r i o r  t o  

d e p a r t u r e  f r o m  t h e  U n i t e d  S t a t e s .  P r e l i m i n a r y  r e s u l t s  f r o m  t h i s  s u r v e y  t e n d  

t o  c o n f i r m  t h e  1 9 4 0 - 4 5  e s t i m a t e s .

2 . B o r d e r  t r a v e l .— E s t i m a t e s  f o r  t r a v e l  e x p e n d i t u r e s  a l o n g  t h e  U n i t e d  S t a t e s  

b o r d e r  b y  M e x i c a n  r e s i d e n t s  w e r e  d e r i v e d  i n  m u c h  t h e  s a m e  m a n n e r  a s  w e r e  

e s t i m a t e s  f o r  t r a v e l  e x p e n d i t u r e s  a l o n g  t h e  M e x i c a n  b o r d e r  b y  U n i t e d  S t a t e s  

r e s i d e n t s ,  a s  o u t l i n e d  a b o v e ,  e x c e p t  t h a t  t h e y  w e r e  e s t i m a t e d  t o  i n c l u d e  t h e  

U n i t e d  S t a t e s  d o l l a r  c u r r e n c y  s p e n t  o n  t h e  M e x i c a n  s i d e  b u t  n o t  r e t u r n e d  t h r o u g h  

b a n k i n g  c h a n n e l s .

I n c o m e  o n  I n v e s t m e n ts

I n  g e n e r a l ,  r e c e i p t s  a n d  p a y m e n t s  o f  i n c o m e  w e r e  e n t e r e d  i n  t h e  b a l a n c e  o f  

p a y m e n t s  a f t e r  t a x e s  w e r e  d e d u c t e d .  T h e s e  t a x e s  i n c l u d e d  n o t  o n l y  i n c o m e  t a x e s  

p a i d  b y  A m e r i c a n  d i r e c t - i n v e s t m e n t  e n t e r p r i s e s  a b r o a d  a n d  f o r e i g n  e n t e r p r i s e s  

o p e r a t i n g  i n  t h e  U n i t e d  S t a t e s  b u t  a l s o  i n c o m e  t a x e s  w i t h h e l d  a t  t h e  s o u r c e  o n  

d i v i d e n d s  o r  o t h e r  i n c o m e  p a y m e n t s  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  f o r e i g n  

c o u n t r i e s .

I n c o m e  R e c e i p t s

E s t i m a t e s  o f  r e c e i p t s  o f  i n c o m e  f r o i h  d i r e c t  i n v e s t m e n t s  d u r i n g  t h e  w a r  y e a r s  

w e r e  b a s e d  e s s e n t i a l l y  o n  i n c o m e  d a t a  s u p p l i e d  t o  t h e  T r e a s u r y  D e p a r t m e n t  f o r  

t h e  y e a r  1 8 4 2  i n  c o n n e c t i o n  w i t h  i t s  C e n s u s  o f  ( A m e r i c a n )  P r o p e r t y  i n  F o r e i g n  

C o u n t r i e s  ( T F R  5 0 0 ) .  A s  a  r e s u l t  o f  t h i s  s u r v e y  f a i r l y  c o m p l e t e  d a t a  w e r e  

a v a i l a b l e  f o r  t h e  f i r s t  t i m e  r e g a r d i n g  d i r e c t - i n v e s t m e n t  i n c o m e  r e c e i p t s  f o r  a  

g i v e n  y e a r ,  b y  c o u n t r y ,  i n d u s t r y ,  a n d  t y p e  o f  i n c o m e .  I n c o m e  e s t i m a t e s  f o r  p r e 

v i o u s  a n d  s u b s e q u e n t  y e a r s  w e r e  b a s e d  o n  s a m p l e s ,  c o m p r i s i n g  a  l a r g e  n u m b e r  

o f  c o m p a n i e s ,  w h i c h  w e r e  u s e d  t o  e x t r a p o l a t e  f r o m  1 9 4 2  a s  a  b a s e  y e a r .  A n 

n u a l  i n c o m e  r e c e i p t s  f o r  a b o u t  2 0 0  l a r g e  c o m p a n i e s  w e r e  o b t a i n e d  b y  m e a n s  o f  

q u e s t i o n n a i r e s .  D a t a  f o r  r o u g h l y  5 0 0  m o r e  c o m p a n i e s  w e r e  o b t a i n e d  f r o m  i n 

f o r m a t i o n  f i l e d  a n n u a l l y  o n  F o r m  1 0 - K  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m 

m i s s i o n .  C o r p o r a t e  i n c o m e - t a x  r e t u r n s  ( F o r m  1 1 2 0 )  a n d  t h e  p u b l i s h e d  a p n u a l  

r e p o r t s  o f  c o m p a n i e s  f u r n i s h e d  a d d i t i o n a l  i n c o m e  i n f o r m a t i o n .

R e c e i p t s  o f  i n t e r e s t  a n d  d i v i d e n d s  f r o m  s u b s i d i a r i e s  a n d  t h e  n e t  i n c o m e  ( o r  

l o s s )  o f  b r a n c h e s  w e r e  i n c l u d e d  i n  t h e  t o t a l  o f  d i r e c t - i n v e s t m e n t  i n c o m e  r e c e i p t s .  

T h e  d a t a  p r e s e n t e d  i n  t h i s  v o l u m e  a r e  n o t  ( p a i t e  c o m p a r a b l e  w i t h  f i g u r e s  p r i o r  t o  

1 9 4 0  i n a s m u c h  a s  d o m e s t i c a l l y  i n c o r p o r a t e d  e n t e r p r i s e s  o p e r a t i n g  s o l e l y  o r  

m a i n l y  a b r o a d  h a v e  b e e n  t r e a t e d  a s  b r a n c h e s  s i n c e  1 9 3 9  a n d  t h e  n e t  i n c o m e  

o f  s u c h  c o m p a n i e s  h a s  t h e r e f o r e  b e e n  r e g a r d e d  a s  a n  i n c o m e  r e c e i p t  ( a n d  t h e  

p o r t i o n  o f  n e t  i n c o m e  n o t  t r a n s m i t t e d  t o  t h e  U n i t e d  S t a t e s — r e i n v e s t e d  e a r n 

i n g s — h a s  b e e n  t r e a t e d  a s  a n  o u t f l o w  o f  U n i t e d  S t a t e s  c a p i t a l ) .  P r e v i o u s l y ,  o n l y  

t h e  d i v i d e n d  a n d  i n t e r e s t  p a y m e n t s  b y  t h e  h e a d  o f f i c e s  i n  t h e  U n i t e d  S t a t e s  o f  

c o m p a n i e s  o f  t h i s  t y p e  w e r e  i n c o r p o r a t e d  i n  i n c o m e  r e c e i p t s  j u s t  a s  s i m i l a r  p a y 

m e n t s  b y  f o r e i g n  s u b s i d i a r i e s  o f  A m e r i c a n  c o m p a n i e s  h a v e  b e e n  c a r r i e d  i n  a l l  

y e a r s .

D i v i d e n d s  d e c l a r e d  b y  a  f o r e i g n  s u b s i d i a r y  b u t  n o t  r e m i t t e d  b e c a u s e  o f  e x 

c h a n g e  c o n t r o l s  o r  f o r  a n y  o t h e r  r e a s o n  w e r e  i n c l u d e d  i n  c a l c u l a t e d  r e c e i p t s  

o f  i n c o m e .  H o w e v e r ,  t h e  f a c t  t h a t  t h e  p a y m e n t  w a s  b l o c k e d  g a v e  r i s e  t o  a n  o f f 

s e t t i n g  i t e m — e i t h e r  a n  i n c r e a s e  i n  A m e r i c a n  b a l a n c e s  i n  f o r e i g n  b a n k s ,  i f  t h e  

d i v i d e n d  w a s  p l a c e d  i n  a  f o r e i g n  b a n k  f o r  t h e  a c c o u n t  o f  t h e  A m e r i c a n  p a r e n t ,  

o r  a n  i n c r e a s e  i n  t h e  i n t e r c o m p a n y  i n d e b t e d n e s s  o f  t h e  s u b s i d i a r y  t o  i t s  p a r e n t ,  

i f  t h e  s u b s i d i a r y  m e r e l y  c r e d i t e d  t h e  p a r e n t  c o m p a n y  w i t h  t h e  d i v i d e n d  o n  i t s  

o w n  b o o k s .
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D u r i n g  1 9 4 5  a  q u a r t e r l y  s u r v e y  o f  d i r e c t - i n v e s t m e n t  t r a n s a c t i o n s  w a s  i n a u g u 

r a t e d  i n  w h i c h  s e v e r a l  h u n d r e d  l a r g e  c o m p a n i e s  h a v e  b e e n  c o o p e r a t i n g  w i t h  t h e  

D e p a r t m e n t  o f  C o m m e r c e .  C o p i e s  o f  t h e  i n i t i a l  f o r m s  a p p e a r  o n  p a g e s  1 8 3  a n d  

2 2 6 .  C o l l a t e r a l  d a t a  a r e  o b t a i n e d  f r o m  t h e s e  f o r m s  a n d  f r o m  o t h e r  s o u r c e s  r e g a r d 

i n g  r e c e i p t s  o f  r o y a l t i e s ,  m a n a g e m e n t  f e e s ,  s e r v i c e  c h a r g e s ,  c o m p e n s a t i o n  f o r  

o f f i c e r s  i n  t h e  U n i t e d  S t a t e s ,  a n d  o t h e r  h o m e  o f f i c e  e x p e n s e s  a l l o c a b l e  t o  f o r e i g n  

o p e r a t i o n s ; t h e s e  a m o u n t s  a r e  c a r r i e d  u n d e r  m i s c e l l a n e o u s  s e r v i c e s  r a t h e r  t h a n  

u n d e r  i n c o m e  o n  i n v e s t m e n t s .

E s t i m a t e d  r e c e i p t s  o f  i n t e r e s t  o n  A m e r i c a n  h o l d i n g s  o f  f o r e i g n  d o l l a r  b o n d s  

w e r e  b a s e d  o n  ( a )  d a t a  r e g a r d i n g  t h e  a m o u n t  o f  s u c h  s e c u r i t i e s  h e l d  i n  t h e  

U n i t e d  S t a t e s ,  s u p p l i e d  t o  t h e  T r e a s u r y  D e p a r t m e n t  i n  c o n n e c t i o n  w i t h  t h e  c e n 

s u s  o f  A m e r i c a n - o w n e d  p r o p e r t y  a b r o a d ;  ( b )  a n n u a l  q u e s t i o n n a i r e s  ( s e e  p .  

2 2 7 )  t o  f i s c a l  a n d  p a y i n g  a g e n t s  o f  a l l  f o r e i g n  d o l l a r  b o n d s  r e q u e s t i n g ,  f o r  

e a c h  i s s u e ,  i n f o r m a t i o n  r e g a r d i n g  t o t a l  i n t e r e s t  p a y m e n t s  t o  a l l  h o l d e r s ,  A m e r i c a n  

a n d  f o r e i g n ,  t h e  a m o u n t  o u t s t a n d i n g ,  a m o r t i z a t i o n s ,  a n d  t h e  a g e n t ’s  e s t i m a t e  

o f  t h e  p o r t i o n  o f  e a c h  i s s u e  o w n e d  o u t s i d e  o f  t h e  U n i t e d  S t a t e s  ( C a n a d i a n  b o n d s  

w e r e  t r e a t e d  s o m e w h a t  d i f f e r e n t l y  b e c a u s e  o f  t h e  v e r y  l a r g e  n u m b e r  p a y a b l e  

i n  U n i t e d  S t a t e s  d o l l a r s )  ; a n d  ( c )  o c c a s i o n a l  c o n s u l a r  r e p o r t s .  T h e  a b s e n c e  

o f  s t a t i s t i c s  o f  t r a n s a c t i o n s  i n  d o l l a r  b o n d s ,  a s  d i s t i n c t  f r o m  f o r e i g n  c u r r e n c y  

o b l i g a t i o n s  ( s e e ,  u n d e r  C a p i t a l  M o v e m e n t s  i n  t h i s  a p p e n d i x ,  n o t e  o n  a m o r t i z a 

t i o n s ) ,  p r o v i d e d  a  d e f i n i t e  h a n d i c a p  i n  e s t i m a t i n g  w i t h  r e a s o n a b l e  a c c u r a c y  

d o l l a r - b o n d  i n t e r e s t  r e c e i p t s  b y  A m e r i c a n s ; h o w e v e r ,  s u c h  r e c e i p t s  i f  n o t  i n c l u d e d  

i n  t h i s  c a t e g o r y  w e r e  p r e s u m a b l y  i n c l u d e d  u n d e r  r e c e i p t s  o f  m i s c e l l a n e o u s  

i n c o m e .

R e c e i p t s  o f  m i s c e l l a n e o u s  i n v e s t m e n t  i n c o m e  f r o m  a b r o a d  w e r e  b a s e d  o n  

c o m p i l a t i o n s  p u b l i s h e d  i n  C a n a d i a n  b a l a n c e - o f - p a y m e n t s  s t a t e m e n t s  a n d  o n  t h e  

v a l u e  o f  m i s c e l l a n e o u s  i n v e s t m e n t s  a b r o a d  a s  c o m p i l e d  b y  t h e  U n i t e d  S t a t e s  

T r e a s u r y  D e p a r t m e n t  i n  i t s  s u r v e y  ( T F R  5 0 0 ) .  C a n a d a ’s  p a y m e n t s  t o  t h e  

U n i t e d  S t a t e s  a c c o u n t e d  f o r  m o s t  o f  t h e  t o t a l  a n d  w e r e  d e r i v e d  b y  d e d u c t i n g  

f r o m  t h e  C a n a d i a n  e s t i m a t e  f o r  t o t a l  i n c o m e  p a y m e n t s  t o  t h e  U n i t e d  S t a t e s  t h e  

U n i t e d  S t a t e s  e s t i m a t e s  f o r  r e c e i p t s  o f  d i r e c t - i n v e s t m e n t  i n c o m e  a n d  d o l l a r  b o n d  

i n t e r e s t  f r o m  C a n a d a .  A  r a t e  o f  r e t u r n  w a s  c a l c u l a t e d  f o r  C a n a d a  b y  a p p l y i n g  

t h e  e s t i m a t e  o f  i n c o m e  r e c e i p t s  t h u s  d e r i v e d  t o  t h e  v a l u e  o f  s u c h  i n v e s t m e n t s  a s  

c o m p i l e d  b y  t h e  T r e a s u r y .  T h i s  r a t e  o f  r e t u r n  w a s  t h e n  a p p l i e d  t o  t h e  v a l u e  o f  

s i m i l a r  i n v e s t m e n t s  i n  o t h e r  a r e a s  n o t  u n d e r  A x i s  c o n t r o l .

S t a t i s t i c s  o f  U n i t e d  S t a t e s  G o v e r n m e n t  r e c e i p t s  o f  i n t e r e s t  o n  i t s  l o n g - t e r m  

l o a n s  w e r e  o b t a i n e d  f r o m  t h e  C l e a r i n g  O f f i c e  f o r  F o r e i g n  T r a n s a c t i o n s  o f  t h e  

D e p a r t m e n t  o f  C o m m e r c e .

I n c o m e  P a y m e n t s

T h e  b a s i c  m a t e r i a l  f o r  e s t i m a t i n g  i n t e r e s t ,  d i v i d e n d s ,  a n d  o t h e r  i n c o m e  p a i d  

t o  n o n r e s i d e n t  a l i e n s  w a s  p r o v i d e d  b y  w i t h h o l d i n g - t a x  r e t u r n s  ( F o r m s  1 0 4 2 ,  1 0 1 2 ,  

a n d  1 0 1 3 )  f i l e d  w i t h  t h e  B u r e a u  o f  I n t e r n a l  R e v e n u e .  I n c o m e  r e p o r t e d  o n  F o r m  

1 0 4 2  o n  w h i c h  t a x  i s  p a i d  a t  t h e  s o u r c e  i n c l u d e s  i n t e r e s t ,  d i v i d e n d s ,  r e n t s ,  r o y a l 

t i e s ,  a n n u i t i e s ,  s a l a r i e s ,  a n d  d i s t r i b u t a b l e  i n c o m e  o f  e s t a t e s  a n d  t r u s t s ,  p a i d  t o  

n o n r e s i d e n t  a l i e n  i n d i v i d u a l s ,  o r  t o  f o r e i g n  p a r t n e r s h i p s  a n d  f o r e i g n  c o r p o r a 

t i o n s  n o t  e n g a g e d  i n  t r a d e  o r  b u s i n e s s  i n  t h e  U n i t e d  S t a t e s .  N e t  p r o f i t s  o f  

U n i t e d  S t a t e s  b r a n c h e s  o f  f o r e i g n  c o m p a n i e s  w e r e  a l s o  e s t i m a t e d  o n  t h e  b a s i s  

o f  i n c o m e - t a x  r e t u r n s  f i l e d  w i t h  t h e  B u r e a u  o f  I n t e r n a l  R e v e n u e  ( F o r m  1 1 2 0 ) .  

A  s e p a r a t e  e s t i m a t e  w a s  n e c e s s a r y  f o r  i n c o m e  p a i d  o n  s e c u r i t i e s  h e l d  b y  t h e  

B r i t i s h  T r e a s u r y  o n  w h i c h  n o  U n i t e d  S t a t e s  t a x  w a s  w i t h h e l d .  M o s t  o f  t h e s e  

w e r e  p l e d g e d  a s  c o l l a t e r a l  f o r  t h e  l o a n  b y  t h e  R F C .  A  s e p a r a t e  e s t i m a t e  w a s  

a l s o  m a d e  f o r  i n t e r e s t  p a y m e n t s  o n  U n i t e d  S t a t e s  F e d e r a l ,  S t a t e ,  a n d  m u n i c i p a l  

b o n d s .  A n n u a l  v a l u e s  o f  f o r e i g n  h o l d i n g s  o n  t h e s e  b o n d s  w e r e  b a s e d  o n  t h e  

T r e a s u r y ’s  C e n s u s  o f  F o r e i g n  O w n e d  A s s e t s  i n  t h e  U n i t e d  S t a t e s ,  w h i c h  e s t a b l i s h e d  

a  v a l u e  f o r  t h e  m i d d l e  o f  1 9 4 1 .  A d j u s t m e n t s  w e r e  m a d e ,  h o w e v e r ,  t o  t a k e  a c 

c o u n t  o f  s e v e r a l  l a r g e  t r a n s a c t i o n s  i n  s u b s e q u e n t  y e a r s .  A  r a t e  o f  2 %  p e r c e n t  

w a s  a p p l i e d  t o  h o l d i n g s  o f  F e d e r a l  b o n d s  a n d  4  p e r c e n t  t o  S t a t e  a n d  m u n i c i p a l  

b o n d s .  I n c o m e  p a y m e n t s  o n  G o v e r n m e n t  s h o r t - t e r m  p a p e r  w e r e  c a l c u l a t e d  o n  

t h e  b a s i s  o f  c u r r e n t  i n t e r e s t  r a t e s  p a i d  o n  s u c h  p a p e r .

D a t a  o n  i n t e r e s t  p a y m e n t s  b y  t h e  U n i t e d  S t a t e s  T r e a s u r y  D e p a r t m e n t  o n  

P h i l i p p i n e  d e p o s i t s  w i t h  t h e  T r e a s u r y  w e r e  o b t a i n e d  f r o m  t h a t  a g e n c y .  P a y 

m e n t s  t o  i n d i v i d u a l  c o u n t r i e s ,  e x c e p t  C a n a d a ,  a r e  d e c i d e d  m a i n l y  o n  t h e  b a s i s  

o f  t h e  a d d r e s s e s  o f  t h e  r e c i p i e n t s  a s  r e p o r t e d  t o  t h e  B u r e a u  o f  I n t e r n a l  R e v e n u e  

b y  p a y o r  c o r p o r a t i o n s  a n d  w i t h h o l d i n g  a g e n t s .  R e p o r t e d  p a y m e n t s  t o  C a n a d a  

w e r e  r e d u c e d  b y  t h e  a m o u n t  o f  k n o w n  p a y m e n t s  t o  C a n a d a  f o r  t h e  a c c o u n t  o f  

r e s i d e n t s  o f  o t h e r  f o r e i g n  c o u n t r i e s .
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QUARTERLY REPORT ON OPERATIONS OF FOREIGN BRANCHES OR OTHER 

UNINCORPORATED FOREIGN BUSINESS OF U. S . CORPORATIONS

Q u a r t e r  e n d e d

Name o f  U . S . com pany  ________

C o u n try  o f  f o r e i g n  o p e r a t i o n s  

CHANGES IN  INVESTMENT

1 .

2 .

3 .

5 .

S .

7 .

B ook v a l u e  o f  f o r e i g n  p r o p e r t i e s  a t  b e g in n i n g  
o f  q u a r t e r

A d d i t i o n s  ( c h a r g e s ) :
Home o f f i c e  c h a r g e s  f o r  c a s h  r e m i t t e d  o r  

m e r c h a n d is e ,  m a c h in e r y ,  e t c . ,  s h ip p e d  t o  

b r a n c h

O th e r  hom e o f f i c e  c h a r g e s  ( r o y a l t i e s ,

s e r v i c e  f e e s ,  U . S . e x p e n s e s  c h a r g e a b l e  

t o  b r a n c h  o p e r a t i o n s ,  e t c . )

N e t e a r n i n g s  o f  f o r e i g n  p r o p e r t i e s
( P e r i o d __________________________ )

T o t a l  a d d i t i o n s  
D e d u c t i o n s  ( c r e d i t s ) :

C ash  r e m i t t a n c e s  o f  in co m e t o  home o f f i c e  

A l l  o t h e r  c a s h  r e m i t t a n c e s  t o  home o f f i c e  
S h ip m e n ts  o f  m e r c h a n d is e ,  e t c . ,  t o  home 

o f f i c e

T o t a l  d e d u c t i o n s

8 .  B ook v a l u e  o f  f o r e i g n  p r o p e r t i e s  a t  e n d  o f  
q u a r t e r

(A m o un ts i n  d o l l a r s )

I n s t r u c t i o n s

A. R e p o r t  on  t h i s  fo rm  u n i n c o r p o r a t e d  f o r e i g n  b r a n c h e s  a n d  o t h e r  d i r e c t  

f o r e i g n  o p e r a t i o n s  o f  A m e r ic a n  c o r p o r a t i o n s ,  a s  r e f l e c t e d  on  t h e  b o o k s  o f  t h e  

•h e a d  o f f i c e  i n  t h e  U n i t e d  S t a t e s .  S e p a r a t e  r e p o r t s  s h o u l d  b e  f i l e d  f o r  e a c h

f o r e ig n -  b r a n c h .  T he  r e p o r t  s h o u l d  b e  b a s e d  on  q u a r t e r s  e n d in g  M a rch  3 1 ,  J u n e  3 0 , 

S e p te m b e r  3 0 ,  a n d  D ec em ber  3 1 , a n d  s h o u l d  b e  s u b m i t t e d  w i t h i n  30  d a y s  a f t e r  t h e  

c l o s e  o f  t h e  q u a r t e r .

B . T he  f o l l o w i n g  i n s t r u c t i o n s  a p p ly  t o  t h e  c o r r e s p o n d i n g l y  n u m b e re d  

i t e m s  a b o v e :
1 a n d  8 .  B ook v a l u e  o f  f o r e i g n  p r o p e r t i e s  s h o u l d  c o m p r is e  a l l  

a s s e t s  o f  t h e  b r a n c h ,  i n c l u d i n g  t h o s e  c a r r i e d  o n ly  

on  t h e  home o f f i c e  b o o k s .
3 .  Do n o t  i n c l u d e  U n i t e d  S t a t e s  in c o m e  t a x e s  i n  t h i s  i t e m .
4 .  R e p o r t  t h e  " n e t  e a r n i n g s  o f  f o r e i g n  p r o p e r t i e s "  w hen 

t a k e n  up  on  t h e  b o o k s  o f  t h e  ho me o f f i c e  a n d  a f t e r  
d e d u c t i o n  f o r  a n y  e x p e n s e s  i n c u r r e d  i n  t h e  U n i t e d  S t a t e s  by  

o r  on  b e h a l f  o f  t h e  f o r e i g n  b r a n c h ,  o t h e r  t h a n  U n i te d  S t a t e s  
in co m e t a x e s .  ( I t  i s  a s su m e d  t h a t  s u c h  e x p e n s e s  w o u ld  b e  

r e f l e c t e d  i n  i t e m  2  o r  3 ) .

6 .  I f  r e m i t t a n c e s  a r e  n o t  s e g r e g a t e d  a s  t o  p u r p o s e ,  r e p o r t  a l l

c a s h  r e m i t t a n c e s  i n  t h i s  i t e m .

0 .  I f  t h i s  i s  t h e  f i r s t  r e p o r t  f o r  t h i s  b r a n c h ,  p l e a s e  i n d i c a t e  t h e  ty p e  

o f  b u s i n e s s  i n  w h ic h  t h e  b r a n c h  w i l l  e n g a g e .
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P r iv a te  M is c e l la n e o u s  S e r v ic e s

T h e  p r i v a t e  m i s c e l l a n e o u s  s e r v i c e s  a c c o u n t  c o n s i s t s  o f  n i n e  i t e m s ,  a s  f o l l o w s  : 

( 1 )  i n s u r a n c e  a n d  ( 2 )  r e i n s u r a n c e ;  ( 3 )  r o y a l t i e s ,  h o m e  o f f i c e  e x p e n s e s ,  a n d  

r e l a t e d  i t e m s ;  ( 4 )  m o t i o n - p i c t u r e  r e n t a l s ;  s a l e s  a n d  p u r c h a s e s  o f  ( 5 )  g a s  a n d  

( 6 )  e l e c t r i c  p o w e r ;  ( 7 )  i n t e r n a t i o n a l  c o m m u n i c a t i o n s ;  ( 8 )  a d v e r t i s i n g ;  a n d  

( 9 )  f o r e i g n  g o v e r n m e n t  r e p r e s e n t a t i o n  i n  t h e  U n i t e d  S t a t e s .  T h e  s o u r c e s  a n d  

m e t h o d s  o f  e s t i m a t i o n  o f  t h e s e  c o m p o n e n t s  a r e  d i s c u s s e d  b r i e f l y  b e l o w  :

( 1 )  I n s u r a n c e  a n d  ( 2 )  r e i n s u r a n c e . — A n n u a l  d a t a  r e g a r d i n g  t r a n s a c t i o n s  b e 

t w e e n  f o r e i g n - c o n t r o l l e d  i n s u r a n c e  c o m p a n i e s  o p e r a t i n g  i n  t h e  U n i t e d  S t a t e s  a n d  

t h e i r  p a r e n t  c o m p a n i e s  w e r e  o b t a i n e d  p r i m a r i l y  f r o m  t h e  I n s u r a n c e  D e p a r t m e n t  

o f  t h e  S t a t e  o f  N e w  Y o r k ,  w h i c h  o b t a i n e d  t h e  i n f o r m a t i o n  f r o m  p u b l i s h e d  f i n a n c i a l  

s t a t e m e n t s  f i l e d  w i t h  i t .  D a t a  f o r  t h e  r e l a t i v e l y  s m a l l  n u m b e r  o f  c o m p a n i e s  n o t  

d o i n g  b u s i n e s s  i n  t h e  S t a t e  o f  N e w  Y o r k  w e r e  o b t a i n e d  d i r e c t  f r o m  t h e  c o m p a n i e s .  

I n f o r m a t i o n  r e g a r d i n g  t h e  o p e r a t i o n s  o f  A m e r i c a n - c o n t r o l l e d  c o m p a n i e s  d o i n g  

b u s i n e s s  a b r o a d  w a s  o b t a i n e d  m a i n l y  f r o m  t h e  c o m p a n i e s  t h e m s e l v e s .  G r o s s  

r e c e i p t s  a n d  p a y m e n t s  i n c l u d e d  t h e  o p e r a t i o n s  o f  b o t h  A m e r i c a n  a n d  f o r e i g n  

c o m p a n i e s  a n d  a l s o  i n c l u d e d  d a t a  p r e p a r e d  b y  t h e  D e p a r t m e n t  o f  C o m m e r c e  

r e g a r d i n g  t h e  p r e m i u m s  r e c e i v e d  f r o m  A m e r i c a n s  a n d  c l a i m s  p a i d  t o  A m e r i c a n s  

b y  f o r e i g n  r e i n s u r e r s  l o c a t e d  o u t s i d e  t h e  U n i t e d  S t a t e s .

( 3 )  R o y a l t i e s ,  h o m e  o f f ic e  e x p e n s e s ,  a n d  r e l a t e d  i t e m s . — S e e  t h e  s e c t i o n  o f  

t h i s  a p p e n d i x  d e a l i n g  w i t h  i n c o m e  o n  i n v e s t m e n t s ,  p .  1 8 2 .

( 4 )  M o t i o n - p i c t u r e  r e n t a l s . — R e c e i p t s  f r o m  f o r e i g n e r s  f o r  t h e  r e n t a l  o f  A m e r i 

c a n  m o t i o n  p i c t u r e s  w e r e  c a r r i e d  o n  a  r e m i t t a n c e  b a s i s  a n d  t h e r e f o r e  e x c l u d e d  

e a r n i n g s  f r o z e n  i n  t h e  U n i t e d  K i n g d o m  a n d  i n  o t h e r  c o u n t r i e s ,  u n t i l  a c t u a l l y  

“ r e c e i v e d . ”  A s  i n  t h e  c a s e  o f  i n c o m e  r e c e i p t s  f r o m  d i r e c t  i n v e s t m e n t s ,  t h e  

T r e a s u r y  D e p a r t m e n t ’s  s u r v e y  o f  A m e r i c a n  i n v e s t m e n t s  i n  f o r e i g n  c o u n t r i e s  

( T F R  5 0 0 )  p r o v i d e d  t h e  b a s i c  d a t a  f o r  1 9 4 2  a n d  d a t a  f o r  o t h e r  y e a r s  w e r e  

d e r i v e d  b y  m e a n s  o f  s a m p l e  d a t a  o b t a i n e d  d i r e c t  f r o m  A m e r i c a n  f i l m  p r o d u c e r s  

a n d  s u p p l e m e n t e d  b y  c o n s u l a r  r e p o r t s  a n d  i n c o m e - t a x  r e t u r n s  f i l e d  w i t h  t h e  

B u r e a u  o f  I n t e r n a l  R e v e n u e .

( 5 )  G a s  a n d  (G )  e l e c t r i c  p o w e r . — E x p o r t s  a n d  i m p o r t s  o f  g a s  a n d  e l e c t r i c  

p o w e r  a r e  n o t  i n c l u d e d  i n  t h e  o f f i c i a l  U n i t e d  S t a t e s  t r a d e  s t a t i s t i c s ,  n o r  i s  

t h e r e  a n y  o t h e r  o f f i c i a l  U n i t e d  S t a t e s  s o u r c e  f o r  t h e s e  d a t a .  C o n s e q u e n t l y ,  t h e  

f i g u r e s  u s e d  i n  t h i s  b u l l e t i n  a r e  t a k e n  f r o m  o f f i c i a l  p u b l i c a t i o n s  o f  C a n a d a  a n d  

M e x i c o — t h e  t w o  f o r e i g n  c o u n t r i e s  w i t h  w h i c h  s u c h  t r a n s a c t i o n s  t a k e  p l a c e .  I n  

t h e  c a s e  o f  C a n a d a ,  t h e  d a t a  w e r e  o b t a i n e d  f r o m  T r a d e  o f  C a n a d a ,  a n  a n n u a l  

p u b l i c a t i o n  o f  t h e  D o m i n i o n  B u r e a u  o f  S t a t i s t i c s .  F o r  M e x i c o ,  t h e y  w e r e  t a k e n  

f r o m  t h e  A n u a r i o  E s t a d í s t i c o  f o r  1 9 4 1  a n d  f r o m  v a r i o u s  i s s u e s  o f  t h e  R e v i s t a  

d e  E s t a d í s t i c a ,  a  m o n t h l y  p e r i o d i c a l  ; b o t h  o f  t h e s e  a r e  p u b l i s h e d  b y  t h e  D i r e c c i ó n  

G e n e r a l  d e  E s t a d í s t i c a  d e  l o s  E s t a d o s  U n i d o s  d e  M é j i c o .

( 7 )  I n t e r n a t i o n a l  c o m m u n i c a t i o n s  a n d  ( 8 )  a d v e r t i s i n g . — D a t a  o n  r e c e i p t s  a n d  

p a y m e n t s  o n  a c c o u n t  o f  c o m m u n i c a t i o n s  s e r v i c e s  i n v o l v i n g  t r a n s a c t i o n s  b e t w e e n  

U n i t e d  S t a t e s  a n d  f o r e i g n  c o m m u n i c a t i o n s  c o m p a n i e s ,  a s  w e l l  a s  t h e  e x p e n d i t u r e s  

o f  U n i t e d  S t a t e s  b u s i n e s s e s  f o r  a d v e r t i s i n g  a b r o a d ,  a r e  o b t a i n e d  d i r e c t  b y  

c i r c u l a r i z a t i o n  o f  t h e  c o m p a n i e s . e n g a g e d  i n  t h e s e  b u s i n e s s e s .  T h e s e  d a t a  a r e  

a d j u s t e d  t o  a l l o w  f o r  i n c o m p l e t e  c o v e r a g e .

( 9 )  F o r e i g n  g o v e r n m e n t  r e p r e s e n t a t i o n  i n  t h e  U n i t e d  S t a t e s . — T h i s  a c c o u n t  

i n c l u d e s  a d m i n i s t r a t i v e  e x p e n d i t u r e s  i n  t h e  U n i t e d  S t a t e s  b y  f o r e i g n  g o v e r n m e n t s  

f o r  d i p l o m a t i c  r e p r e s e n t a t i o n ,  p u r c h a s i n g  m i s s i o n s ,  a n d  o t h e r  a c t i v i t i e s .  D i r e c t  

i n f o r m a t i o n  o n  t h i s  s u b j e c t  w a s  s c a n t y  a n d  i t  w a s  p o s s i b l e  t o  m a k e  o n l y  a  v e r y  

r o u g h  e s t i m a t e  o f  t h e  a m o u n t s  i n v o l v e d  i n  t h e  a c c o u n t .

G o v e r n m e n t  M i s c e l l a n e o u s  S e r v i c e s

A s  i n  o t h e r  G o v e r n m e n t  a c c o u n t s ,  t h e  s o u r c e  o f  d a t a  o n  U n i t e d  S t a t e s  G o v e r n 

m e n t  s e r v i c e  t r a n s a c t i o n s  w a s  w i t h  f e w  e x c e p t i o n s — t r a n s p o r t a t i o n  b e i n g  t h e  m o s t  

i m p o r t a n t — t h e  a p p r o p r i a t e  G o v e r n m e n t  a g e n c y ,  e i t h e r  d i r e c t  o r  t h r o u g h  t h e  

C l e a r i n g  O f f i c e  f o r  F o r e i g n  T r a n s a c t i o n s .  I n  s o m e  c a s e s ,  h o w e v e r ,  c e r t a i n  a d j u s t 

m e n t s  o r  r e f i n e m e n t s  o f  t h e  d a t a  a s  o r i g i n a l l y  t r a n s m i t t e d  t o  u s  h a d  t o  b e  m a d e  
t o  b r i n g  t h e m  i n t o  c o n f o r m i t y  w i t h  b a l a n c e - o f - p a y m e n t s  r e q u i r e m e n t s .  C o m m e n t s  
o n  t h e  e s t i m a t i o n  a n d  c o n t e n t  o f  t h e  G o v e r n m e n t  s e r v i c e s  a c c o u n t s  f o l l o w :

T h e  f i g u r e s  p r e s e n t e d  u n d e r  t h e  h e a d i n g  o f  G o v e r n m e n t  m i s c e l l a n e o u s  s e r v i c e s  
i n c l u d e  a l l  s e r v i c e  t r a n s a c t i o n s  t o  w h i c h  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  w a s  a
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p a r t y , 7 e x c e p t  f o r  t r a n s p o r t a t i o n  s e r v i c e s ,  w h i c h  a r e  s h o w n  s e p a r a t e l y  b u t  a r e  

d i s c u s s e d  b e l o w  t o  s o m e  e x t e n t ,  f o r  r e a s o n s  w h i c h  w i l l  b e  a p p a r e n t .  T h e  d a t a  

i n c l u d e '  b o t h  l e n d - l e a s e  a n d  r e v e r s e  l e n d - l e a s e  t r a n s a c t i o n s  o n  t h e  o n e  h a n d  a n d  

c a s h  r e c e i p t s  a n d  p a y m e n t s  o n  t h e  o t h e r .

L e n d - L e a s e  S e r v i c e s

T h e  f i g u r e s  u s e d  i n  t h i s  b u l l e t i n  f o r  s e r v i c e s  r e n d e r e d  t o  f o r e i g n  g o v e r n m e n t s  

u n d e r  l e n d - l e a s e  a r r a n g e m e n t s  a r e  b a s e d  o n  t h o s e  s h o w n  i n  t h e  l e n d - l e a s e  f i s c a l  

s t a t i s t i c s ,  b u t  a n  i n d e p e n d e n t  e s t i m a t e  o f  t h e  c o s t  o f  l e n d - l e a s e  s h i p p i n g  s e r v i c e s  

( i .  e . ,  f r e i g h t  o n  l e n d - l e a s e  e x p o r t s )  h a s  b e e n  s u b t r a c t e d  f r o m  t h e  f i g u r e s  a s  g i v e n  

i n  t h a t  s o u r c e .  T h e  r e s u l t i n g  f i g u r e  f o r  G o v e r n m e n t  l e n d - l e a s e  s e r v i c e s  i s ,  c o n s e 

q u e n t l y ,  a  r e s i d u a l  i t e m .

T h e  e s t i m a t e  f o r  l e n d - l e a s e  s h i p p i n g  s e r v i c e s  w a s  d e r i v e d  i n  a  w a y  e n t i r e l y  

a n a l o g o u s  t o  t h e  m e t h o d  u s e d  i n  e s t i m a t i n g  o t h e r  s h i p p i n g  s e r v i c e s .  I t  f o r m s  a n  

a p p r e c i a b l y  s m a l l e r  p r o p o r t i o n  o f  t o t a l  l e n d - l e a s e  s e r v i c e s  t h a n  t h e  “ a p p r o x i m a t e l y  

o n e - h a l f ”  o f  t o t a l  s e r v i c e s  w h i c h ,  a c c o r d i n g  t o  t h e  t e x t u a l  d i s c u s s i o n  a c c o m p a n y 

i n g  t h e  l e n d - l e a s e  r e p o r t s ,  w a s  d e v o t e d  t o  s h i p p i n g  i t e m s .  S i n c e  o u r  p r o c e d u r e  i s  

d i f f e r e n t  f r o m  t h a t  w h i c h  w a s  e m p l o y e d  i n  t h e  l e n d - l e a s e  r e p o r t s ,  t h e r e  i s  n o  

r e a s o n  w h y  t h e  t w o  e s t i m a t e s  s h o u l d  a g r e e  e x a c t l y  ; i n  a d d i t i o n ,  h o w e v e r ,  t h e  

l e n d - l e a s e  r e p o r t s  t r e a t  a s  t r a n s p o r t a t i o n  c o s t s  c e r t a i n  s i z a b l e  i t e m s  w h i c h  a r e  

n o t  c u s t o m a r i l y  s o  r e g a r d e d  f o r  b a l a n c e - o f - p a y m e n t s  p u r p o s e s .

T h e  l a i ' g e s t  i t e m  o f  t h i s  s o r t  i s  t h e  v a l u e  o f  v e s s e l s  t r a n s f e r r e d  t o  f o r e i g n  

g o v e r n m e n t s .  T h e  t e c h n i q u e  e m p l o y e d  f o r  e f f e c t i n g  t h e s e  t r a n s f e r s  w a s  t o  

c h a r t e r  t h e  v e s s e l s  t o  f o r e i g n  g o v e r n m e n t s  f o r  1  d o l l a r  a  y e a r  ; b u t  u n d e r  t h e  

l e n d - l e a s e  a c c o u n t i n g  s y s t e m ,  t h e i r  f u l l  v a l u e  w a s  e n t e r e d  i n  t h e  b o o k s  a s  a  c o s t  

o f  l e n d - l e a s e  o p e r a t i o n s ,  d e s p i t e  t h e  f a c t  t h a t  i t  w a s  d e f i n i t e l y  u n d e r s t o o d ,  u n d e r  

t h e  t e r m s  o f  t h e  L e n d - L e a s e  A g r e e m e n t s ,  t h a t  t h e  v e s s e l s  w o u l d  b e  r e t u r n e d  t o  

t h e  U n i t e d  S t a t e s  a t  t h e  e n d  o f  t h e  w a r .  F r o m  t h e  b a l a n c e - o f - p a y m e n t s  s t a n d 

p o i n t ,  t h e  m o s t  d e s i r a b l e  p r o c e d u r e  w o u l d  b e  t o  t a k e  o u t  t h e  f u l l  v a l u e  o f  t h e  v e s 

s e l s  a n d  s u b s t i t u t e  s o m e  a p p r o p r i a t e l y  e s t i m a t e d  f i g u r e  f o r  r e n t a l  o r  c h a r t e r  

v a l u e  o f  t h e  v e s s e l s  o v e r  t h e  p e r i o d  d u r i n g  w h i c h  t h e y  w e r e  a c t u a l l y  u n d e r  

c h a r t e r  t o  f o r e i g n  g o v e r n m e n t s .  B u t  s i n c e  i t  i s  i m p o s s i b l e  u n d e r  t h e  c i r c u m 

s t a n c e s  t o  m a k e  s u c h  a n  e s t i m a t e ,  i t  w o u l d  s e e m  t h a t  t h e  n e x t  b e s t  t h i n g  i s  t o  

i n c l u d e  t h e  i t e m  u n d e r  G o v e r n m e n t  m i s c e l l a n e o u s  s e r v i c e s ,  w h i c h  a t  l e a s t  m a k e s  

i t  p o s s i b l e  t o  t r e a t  t h e  l e n d - l e a s e  a n d  n o n - l e n d - l e a s e  p o r t i o n s  o f  t h e  t r a n s p o r t a 

t i o n  a c c o u n t  i n  a  u n i f o r m  w a y . 8

T h e  p r e s e n t  a l l o c a t i o n  o f  l e n d - l e a s e  s e r v i c e s  b y  y e a r s  a l s o  d i f f e r s  f r o m  t h e  

t i m e  d i s t r i b u t i o n  o b t a i n a b l e  f r o m  t h e  l e n d - l e a s e  r e p o r t s .  L a r g e  a n d  v a r i a b l e  

l a g s  i n  r e p o r t i n g  m a k e  t h e  t e m p o r a l  d i s t r i b u t i o n  o f  l e n d - l e a s e  t r a n s f e r s  a s  s h o w n  

i n  t h e  l e n d - l e a s e  s t a t i s t i c s  u n r e l i a b l e  f r o m  a  b a l a n c e - o f - p a y m e n t s  p o i n t  o f  v i e w .  

T h i s  p r o b l e m  w a s  a t t a c k e d  i n  t h e  c a s e  o f  l e n d - l e a s e  m e r c h a n d i s e  b y  d i s t r i b u t i n g  

t h e  t r a n s f e r  d a t a  o v e r  t i m e  i n  p r o p o r t i o n  t o  t h e  c o r r e s p o n d i n g  t e m p o r a l  d i s t r i b u 

t i o n  o f  l e n d - l e a s e  e x p o r t s  a s  s h o w n  i n  t h e  U n i t e d  S t a t e s  t r a d e  s t a t i s t i c s . “ I n  t h e  

a b s e n c e  o f  a  m o r e  p l a u s i b l e  m e t h o d  o f  d e a l i n g  w i t h  t h e  a n a l o g o u s  p r o b l e m  f o r  

l e n d - l e a s e  s e r v i c e s ,  t h e s e  h a v e  a l s o  b e e n  p h a s e d  w i t h  t h e  l e n d - l e a s e  e x p o r t  

s t a t i s t i c s .

O t h e r  C a s h  M i l i t a r y  P a y m e n t s

U n i t e d  S t a t e s  m i l i t a r y  c a s h  e x p e n d i t u r e s  w e r e  m a d e  l a r g e l y  i n  c o n n e c t i o n  

w i t h  t h e  c o n s t r u c t i o n  a n d  o p e r a t i o n  o f  v a r i o u s  t y p e s  o f  i n s t a l l a t i o n s .  I t  h a s  

a l r e a d y  b e e n  n o t e d  t h a t  m o s t  o f  t h e s e  w e r e  f u r n i s h e d  t o  t h e  U n i t e d  S t a t e s  G o v 

e r n m e n t  a s  r e v e r s e  l e n d - l e a s e .  I n  a d d i t i o n ,  a  l a r g e  p r o p o r t i o n  o f  s u c h  p a y m e n t s  

a s  w e r e  m a d e  f o r  i n s t a l l a t i o n s  a b r o a d  w e n t  t o  d o m e s t i c  f i r m s  a n d  t h u s  a r e  n o t  

c o n s i d e r e d  f o r e i g n  t r a n s a c t i o n s .  F o r  t h e s e  r e a s o n s ,  m i l i t a r y  c a s h  e x p e n d i t u r e s  

f o r  s e r v i c e s  o t h e r  t h a n  n e t  t r o o p  p a y  w e r e  n o t  a s  l a r g e  a s  m i g h t  h a v e  b e e n  

e x p e c t e d .

,  N e t  t r o o p  p a y  m ig h t  b e  r e g a r d e d  a s  a n  e x c e p t io n  t o  t h i s  s t a t e m e n t ,  s in c e  t h e  U n i te d  
S t a t e s  p a r t i e s  to  t h i s  t y p e  o f  t r a n s a c t i o n s  w e r e  in d iv id u a l  m e m b e r s  o f  t h e  a r m e d  fo r c e s .  
H o w e v e r ,  t h e  lo c a l  c u r r e n c y  w i t h  w h ic h  t h e  t r o o p s  w e r e  p a id  w a s  r e c e iv e d  b y  t h e  G o v e rn 
m e n t ,  a n d  i t  s e e m s  m o r e  r e a l i s t i c ,  a s  w e l l  a s  m o r e  c o n v e n ie n t ,  t o  r e g a r d  t h e  o ffs e t ,  i .  e., 
t h e  s u b s e q u e n t  e x p e n d i tu r e  o f  t h e  m o n e y , a s  b e in g  a l s o  a  G o v e r n m e n t  t r a n s a c t i o n .  T h i s  
i s  t a n t a m o u n t  to  r e g a r d i n g  t h e  e x p e n d i t u r e s  a s  h a v in g  b e e n  m a d e  b y  t h e  t r o o p s  i n  t h e i r  
o ff ic ia l c a p a c i ty .

8 F o r  a  m o r e  d e t a i l e d  d e s c r i p t io n  o f  t h e  m e th o d o lo g y  in v o lv e d  in  e s t i m a t i n g  o c e a n  
s h ip p in g  s e rv ic e s ,  s e e  t h e  s e c t io n  o f  t h i s  a p p e n d ix  d e a l in g  w i t h  t h e  t r a n s p o r t a t i o n  

a c c o u n t ,  p . 17 4 .
0 S e e  p .  1 7 2  o f  t h e  s e c t io n  o n  m e r c h a n d is e  t r a d e .
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N o n m i l i t a r y  C a s h  P a y m e n t s

U n i t e d  S t a t e s  c i v i l i a n  a g e n c i e s  c o n t i n u e d  i n  w a r t i m e ,  a s  t h e y  h a d  i n  p e a c e t i m e ,  

t o  m a k e  c a s h  e x p e n d i t u r e s  a b r o a d .  T h e s e  e x p e n d i t u r e s  w e n t  f o r  d i p l o m a t i c  

r e p r e s e n t a t i o n ,  t h e  m a i n t e n a n c e  o f  v a r i o u s  m i s s i o n s ,  a n d  s i m i l a r  i t e m s .  T h e  

f o r e i g n  d i s b u r s e m e n t s  o f  t h e  P u b l i c  R o a d s  A d m i n i s t r a t i o n  ( a  p a r t  o f  t h e  F e d 

e r a l  W o r k s  A g e n c y )  a r e  a l s o  i n c l u d e d  i n  t h i s  c a t e g o r y .  T h e s e  d i s b u r s e m e n t s  r e p 

r e s e n t  s u m s  e x p e n d e d  a b r o a d  b y  f i r m s  u n d e r  c o n t r a c t  t o  t h e  P u b l i c  R o a d s  A d m i n 

i s t r a t i o n  f o r  c o n s t r u c t i o n  w o r k  i n  L a t i n  A m e r i c a  ( t h e  P a n - A m e r i c a n  H i g h w a y ) .

S p e c i a l - C u r r e n c y  T r a n s a c t i o n s

I n  m a n y  c o u n t r i e s ,  f o r  e x a m p l e ,  t h e  s t e r l i n g  a r e a ,  t r o o p s  w e r e  p a i d  i n  l o c a l  

c u r r e n c y  w h i c h  h a d  b e e n  p u r c h a s e d  i n  t h e  o r d i n a r y  m a n n e r  t h r o u g h  c o n c u r r e n t  

p a y m e n t s  i n  d o l l a r s .  I n  a  f e w  c a s e s — f o r  e x a m p l e ,  C h i n a ,  I t a l y ,  a n d  N o r t h  

A f r i c a  i n  t h e  e a r l y  s t a g e s  o f  t h e  i n v a s i o n — t r o o p  p a y  w a s  e f f e c t e d  i n  a c t u a l  

d o l l a r  c u r r e n c y ,  w h i c h  t h e  r e c i p i e n t s  w e r e  f r e e  t o  d i s p o s e  o f  t o  l o c a l  r e s i d e n t s  

u n d e r  a n y  m u t u a l l y  a g r e e a b l e  a r r a n g e m e n t .  B u t  i n  a  n u m b e r  o f  c o u n t r i e s  t h i s  

s y s t e m  w a s  n o t  c o n s i d e r e d  n e c e s s a r y  o r  d e s i r a b l e ,  a n d  s p e c i a l  a r r a n g e m e n t s  

w e r e  m a d e  w h e r e b y  t h e  c o u n t r y  c o n c e r n e d  w o u l d  a d v a n c e  i t s  c u r r e n c y  t o  t h e  

U n i t e d  S t a t e s  A r m y  w i t h o u t  r e c e i v i n g  c o n c u r r e n t  p a y m e n t  i n  d o l l a r s .

T h e s e  s o - c a l l e d  “ s p e c i a l  c u r r e n c y ”  a r r a n g e m e n t s  w e r e  o f  t w o  k i n d s  :

1 . I n  A l l i e d  c o u n t r i e s — i n c l u d i n g  a t  v a r i o u s  t i m e s  B e l g i u m ,  C z e c h o s l o v a k i a ,  

D e n m a r k ,  F r a n c e ,  G r e e c e ,  t h e  N e t h e r l a n d s  a n d  i t s  p o s s e s s i o n s ,  N o r w a y ,  a n d  

e v e n t u a l l y  I t a l y — t h e  U n i t e d  S t a t e s  d i d  r e c o g n i z e  a  d o l l a r  l i a b i l i t y  f o r  e x p e n d i 

t u r e s  b y  m e m b e r s  o f  t h e  a r m e d  f o r c e s  a s  w e l l  a s  f o r  o t h e r  m i l i t a r y  s e r v i c e s  

r e c e i v e d  f r o m  t h e s e  c o u n t r i e s  b u t  n o t  e l i g i b l e  t o  b e  c l a s s i f i e d  a s  r e v e r s e  l e n d -  

l e a s e .  T o w a r d  t h e  e n d  o f  1 9 4 5  o r  i n  1 9 4 6 ,  s e t t l e m e n t s  o f  s p e c i a l - c u r r e n c y  

o b l i g a t i o n s  w e r e  r e a c h e d  w i t h  m o s t  o f  t h e s e  c o u n t r i e s .  I n  g e n e r a l ,  t h e  p r i n c i p l e  

f o l l o w e d  i n  m a k i n g  t h e s e  s e t t l e m e n t s  w a s  t o  r e i m b u r s e  t h e  c o u n t r y  c o n c e r n e d  

f o r  “ n e t  t r o o p  p a y ”  ( i n c l u d i n g  i n  t h i s  c o n c e p t  c e r t a i n  o t h e r  s e r v i c e  i t e m s ,  a s  

a l r e a d y  m e n t i o n e d )  a s  c e r t i f i e d  b y  t h e  W a r  D e p a r t m e n t ;  t h e s e  n e t  t r o o p  p a y  

f i g u r e s  w e r e  n o t  n e c e s s a r i l y  t h e  s a m e  a s  t h o s e  u s e d  i n  c o m p i l i n g  o u r  b a l a n c e - o f -  

p a y m e n t s  s t a t i s t i c s ,  s i n c e  c e r t a i n  a d j u s t m e n t s  w e r e  m a d e  i n  t h e  d a t a  b e f o r e  t h e  

f i g u r e s  c e r t i f i e d  t o  b y  t h e  A r m y  w e r e  f i n a l l y  a r r i v e d  a t .

T h e  “ s p e c i a l  c u r r e n c y ”  a r r a n g e m e n t s  w i t h  t h e s e  A l l i e d  c o u n t r i e s  h a v e  n o w  

( J u n e  1 9 4 7 )  b e e n  t e r m i n a t e d  a n d  s e t t l e m e n t s  o f  t h e  o b l i g a t i o n s  u n d e r  t h e m  

r e a c h e d ,  e x c e p t  i n  t h e  c a s e s  o f  C z e c h o s l o v a k i a  a n d  t h e  N e t h e r l a n d s .

2 .  I n  t h e  e n e m y  c o u n t r i e s ,  A u s t r i a ,  G e r m a n y ,  J a p a n  ( a n d  t h e  R y u k y u s ) ,  

K o r e a ,  a n d ,  a c c o r d i n g  t o  t h e  o r i g i n a l  p l a n ,  I t a l y ,  w h i c h  w a s  l a t e r  p l a c e d  o n  t h e  

s a m e  b a s i s  a s  t h e  A l l i e d  c o u n t r i e s ,  t h e  W a r  D e p a r t m e n t  a s s u m e d  n o  o b l i g a t i o n  

t o  r e i m b u r s e  t h e  c o u n t r y  c o n c e r n e d  f o r  i t s  l o c a l - c ù r r e n c y  e x p e n d i t u r e s .  I n  t h i s  

s e c o n d  t y p e  o f  a r r a n g e m e n t ,  t h e  m a r k s ,  s c h i l l i n g s ,  o r  y e n  w e r e  i n  e f f e c t  a  g i f t  

t o  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  a n d  a s  s u c h  h a v e  b e e n  o f f s e t  i n  t h e  u n i l a t e r a l  

t r a n s f e r  a c c o u n t .

I t  s h o u l d  b e  k e p t  i n  m i n d  t h a t  t h e  s p e c i a l - c u r r e n c y  t r a n s a c t i o n  w h i c h  a f f e c t s  

t h e  G o v e r n m e n t  m i s c e l l a n e o u s  s e r v i c e s  a c c o u n t  i s  ( n e t )  e x p e n d i t u r e s  i n  s p e c i a l  

c u r r e n c i e s  b y  t h e  G o v e r n m e n t ,  a n d  n o t  t h e i r  o r i g i n a l  a c q u i s i t i o n .  T h e  n e t  e x 

p e n d i t u r e s  a r e  o f f s e t  b y  c r e d i t  e n t r i e s  i n  t h e  u n i l a t e r a l  o r  s h o r t - t e r m  c a p i t a l  

( l i a b i l i t i e s )  a c c o u n t s ,  d e p e n d i n g  o n  w h e t h e r  t h e  c u r r e n c y  w a s  n o n r e d e e m a b l e  o r  

r e d e e m a b l e .

P e r s o n a l  R e m it t a n c e s
P ay m e n ts

E s t i m a t e s  o f  t o t a l  c o n t r i b u t i o n s  o f  i n d i v i d u a l s  i n  t h e  U n i t e d  S t a t e s  t o  f o r e i g n  

c o u n t r i e s  w e r e  c o m p o s e d  o f  s e p a r a t e  e s t i m a t e s  o f  c o n t r i b u t i o n s  f o r w a r d e d  

t h r o u g h  v a r i o u s  a g e n c i e s  s u c h  a s  b a n k s ,  s t e a m s h i p  a n d  t r a v e l  c o m p a n i e s ,  a n d  

c o m m u n i c a t i o n s  c o m p a n i e s ,  a n d  b y  p o s t a l  m o n e y  o r d e r s .  I n  a d d i t i o n ,  t h e r e  w e r e  

s p e c i a l  d e d u c t i o n s  f r o m  t h e  w a g e s  o f  i m p o r t e d  a l i e n  w o r k e r s  w h i c h  w e r e  m a d e  

b y  t h e  D e p a r t m e n t  o f  A g r i c u l t u r e  a n d  t h e  D e p a r t m e n t  o f  L a b o r  u n d e r  t h e i r  w o r k  

p r o g r a m s .

B a n k s  a n d  s i m i l a r  i n s t i t u t i o n s  h a n d l i n g  p e r s o n a l  r e m i t t a n c e s  h a d  b e e n  c i r c u 

l a r i z e d  a n n u a l l y  f o r  d a t a  o n  t h e  s u b j e c t .  I n  1 9 4 4  i n f o r m a t i o n  o b t a i n e d  f r o m  t h e  

F o r e i g n  F u n d s  C o n t r o l ,  c o n c e r n i n g  b a n k s  r e p o r t i n g  p e r s o n a l  r e m i t t a n c e s  t o  

b l o c k e d  n a t i o n a l s  o n  f o r m s  G L 3 2  a n d  G L 3 3  i n  1 9 4 2  a n d  1 9 4 3  i n d i c a t e d  t h a t  o u r  

s a m p l e  f o r  p r e v i o u s  y e a r s  h a d  c o v e r e d  a b o u t  5 0  p e r c e n t  o f  t h e  p e r s o n a l - r e m i t t a n c e
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b u s i n e s s  b e i n g  t r a n s a c t e d  t h r o u g h  b a n k i n g  c h a n n e l s .  A s  a  r e s u l t  o f  t h i s  i n f o r 

m a t i o n ,  w e  w e r e  e n a b l e d  t o  i n c r e a s e  o u r  s a m p l e  t o  c o v e r  b a n k s  d o i n g  a b o u t  9 5  

p e r c e n t  o f  t h e  t o t a l  b u s i n e s s .

D a t a  h a v e  a l s o  b e e n  o b t a i n e d  t h r o u g h  r e p o r t s  r e c e i v e d  f r o m  o t h e r  a g e n c i e s —  

s t e a m s h i p  a n d  t r a v e l  c o m p a n i e s ,  a n d  o t h e r s .  D u r i n g  t h e  w a r ,  t h e  n u m b e r  o f  

t h e s e  h a n d l i n g  p e r s o n a l  r e m i t t a n c e s  d e c r e a s e d .  R e p o r t s  f r o m  t h e s e  m i s c e l l a n e 

o u s  r e m i t t e r s  w e r e  e d i t e d  a n d  t a b u l a t e d  o n  t h e  a s s u m p t i o n  t h a t  w e  h a d  f u l l  

c o v e r a g e  a n d  t h a t  n o  e s t i m a t i o n  o n  a  s a m p l e  b a s i s  w a s  n e c e s s a r y .

A n  e s t i m a t e  w a s  a l s o  m a d e  f o r  t h e  v a l u e  o f  g i f t  p a r c e l s ,  c h i e f l y  f o o d  a n d  c l o t h 

i n g ,  w h i c h  b e g a n  t o  g o  a b r o a d  I n  l a r g e  v o l u m e  a f t e r  t h e  w a r  e n d e d .  S u c h  p a r c e l s  

a r e  n o t  i n c l u d e d  i n  t h e  r e g u l a r  e x p o r t  s t a t i s t i c s  a n d  i t  w a s  n e c e s s a r y  t o  e s t i m a t e  

t h e i r  v a l u e ,  w h i c h  w a s  d o n e  b y  a p p l y i n g  a n  a v e r a g e  r a t e  o f  6 0  c e n t s  p e r  p o u n d .  

D a t a  r e g a r d i n g  t h e  n u m b e r  o f  p o u n d s  o f  p a r c e l - p o s t  s h i p m e n t s ,  b y  c o u n t r y  o f  

d e s t i n a t i o n ,  w e r e  r e c e i v e d  f r o m  t h e  P o s t  O f f i c e  D e p a r t m e n t .

D a t a  r e g a r d i n g  d e d u c t i o n s  f r o m  t h e  w a g e s  o f  i m p o r t e d  a l i e n  w o r k e r s  w e r e  o b 

t a i n e d  f r o m  t h e  D e p a r t m e n t  o f  A g r i c u l t u r e  a n d  t h e  D e p a r t m e n t  o f  L a b o r  c o v e r 

i n g  t h e  f o r c e d  s a v i n g s  o f  t h e s e  w o r k e r s .  V o l u n t a r y  r e m i t t a n c e s  o u t s i d e  o f  t h e  

d e d u c t i o n  p l a n  w e r e  i n c l u d e d  e l s e w h e r e .

P o s t a l  m o n e y  o r d e r  d a t a  f o r  f i s c a l  y e a r s  1 9 4 0 - 4 4  w e r e  o b t a i n e d  f r o m  t h e  A n n u a l  

R e p o r t  o f  t h e  P o s t m a s t e r  G e n e r a l .  T h e s e  d a t a  w e r e  t a b u l a t e d  g e o g r a p h i c a l l y  

j u s t  a s  w e r e  t h o s e  f o r  t h e  b a n k s — w i t h  a d j u s t m e n t s  b e i n g  m a d e  t o  e l i m i n a t e  o r 

d e r s  p a y a b l e  i n  t h e  C a n a l  Z o n e  a n d  V i r g i n  I s l a n d s .  B e g i n n i n g  w i t h  J u n e  1 9 4 4 ,.  

q u a r t e r l y  d a t a  w e r e  f u r n i s h e d  b y  t h e  P o s t  O f f i c e  D e p a r t m e n t  t o  t h e  C l e a r i n g  O f f i c e  

f o r  F o r e i g n  T r a n s a c t i o n s .  A s  i n  p a s t  y e a r s ,  i t  w a s  a s s u m e d  t h a t  a l l  p o s t a l  m o n e y  

o r d e r s  c o n s i s t e d  o f  p e r s o n a l  r e m i t t a n c e s .  T h i s  a s s u m p t i o n  o b v i o u s l y  i s  n o t  

e n t i r e l y  s o u n d  ; h o w e v e r ,  i t  i s  l i k e l y  t h a t ,  i n  g e n e r a l ,  p o s t a l  m o n e y  o r d e r s  d o -  

c o v e r  t r a n s a c t i o n s  n o t  e l s e w h e r e  e n t e r e d  i n  t h e  b a l a n c e - o f - p a y m e n t s  s t a t e m e n t .

R e c e i p t s

D a t a  f o r  p o s t a l  m o n e y  o r d e r  r e c e i p t s  w e r e  o b t a i n e d  i n  t h e  m a n n e r  d e s c r i b e d  

f o r  p a y m e n t s  f i g u r e s .

B e c a u s e  o f  t h e  i n a b i l i t y  o f  b a n k s  t o  f u r n i s h  i n f o r m a t i o n  o n  p e r s o n a l  r e m i t t a n c e s  

r e c e i v e d  f r o m  a b r o a d ,  w e  h a v e  e s t i m a t e d  s u c h  r e c e i p t s  b y  a s s u m i n g  t h a t  p o s t a l  

m o n e y  o r d e r s  r e p r e s e n t e d  t h e  s a m e  p r o p o r t i o n  o f  t h e  t o t a l  o n  b o t h  s i d e s  o f  t h e  

a c c o u n t .  T h e  r e s u l t i n g  f i g u r e s ,  s h o w n  i n  a p p e n d i x  C , d o  n o t  s e e m  u n r e a s o n a b l e  

c o n s i d e r i n g  t h e  n u m b e r  o f  A m e r i c a n s  k n o w n  t o  b e  r e s i d i n g  a b r o a d .

I n s t i t u t io n a l  R e m it ta n c e s

E s t i m a t e s  o f  r e m i t t a n c e s  t o  a n d  e x p e n d i t u r e s  i n  f o r e i g n  c o u n t r i e s  b y  i n s t i t u 

t i o n s  f o r  r e l i g i o u s ,  s c i e n t i f i c  a n d  p h i l a n t h r o p i c  p u r p o s e s  ( i n c l u d i n g  w a r  r e l i e f )  

w e r e  b a s e d  o n  t w o  p r i n c i p a l  s o u r c e s  o f  d a t a :

1 .  R e p l i e s  t o  a n  a n n u a l  l e t t e r  f r o m  t h e  D e p a r t m e n t  o f  C o m m e r c e ,  t h e  t e x t  o f  

w h i c h  f o l l o w s :

“ I n  c o n n e c t i o n  w i t h  i t s  a n n u a l  s t u d y  o f  t h e  b a l a n c e  o f  i n t e r n a t i o n a l  p a y m e n t s  

o f  t h e  U n i t e d  S t a t e s ,  t h i s  U n i t  r e c e i v e s  e a c h  y e a r  f r o m  r e l i g i o u s ,  c h a r i t a b l e ,  

e d u c a t i o n a l  a n d  s c i e n t i f i c  o r g a n i z a t i o n s  r e p o r t s  s h o w i n g  t h e  a m o u n t  o f  f u n d s  

a n d  t h e  v a l u e  o f  g o o d s  s e n t  t o  f o r e i g n  c o u n t r i e s .  A  s t a t e m e n t  o f  r e m i t t a n c e s  

a n d  s h i p m e n t s  b y  y o u r  o r g a n i z a t i o n  d u r i n g  1 9 4 5  w i l l  b e  a p p r e c i a t e d .  T h e  f o l l o w 
i n g  i n s t r u c t i o n s  a r e  g i v e n  f o r  y o u r  c o n v e n i e n c e :

“ ( 1 )  I t  i s  d e s i r e d  t o  o b t a i n  a  d i s t r i b u t i o n  o f  r e m i t t a n c e s  b y  i n d i v i d u a l  c o u n 

t r i e s  i n s o f a r  a s  p o s s i b l e ; a m o u n t  o f  f u n d s  r e m i t t e d  a n d  v a l u e  o f  g o o d s  s h i p p e d  

s h o u l d  b e  s h o w n  s e p a r a t e l y .

“ ( 2 )  P r e c i s e  a m o u n t s  a r e  n o t  e s s e n t i a l ;  e s t i m a t e s  i n  r o u n d e d  t h o u s a n d s  o f  

d o l l a r s  w i l l  s u f f i c e .  F o r  t h i s  r e a s o n ,  i t  i s  n o t  n e c e s s a r y  t h a t  r e t u r n s  b e  w i t h h e l d  

u n t i l  a l l  a c c o u n t s  f o r  t h e  y e a r  a r e  c l o s e d .

“ ( 8 )  D a t a  f o r  t h e  c a l e n d a r  y e a r  a r e  p r e f e r r e d ,  b u t  f i g u r e s  c o v e r i n g  t h e  l a s t  

c o m p l e t e d  f i s c a l  p e r i o d  a r e  a c c e p t a b l e .

“ ( 4 )  S u m s  s p e n t  i n  t h i s  c o u n t r y  f o r  a d m i n i s t r a t i v e  e x p e n s e s ,  s u m s  c o l l e c t e d  

d u r i n g  t h e  y e a r  b u t  n o t  t r a n s f e r r e d  a b r o a d ,  o r  s u m s  c o l l e c t e d  i n  o t h e r  c o u n t r i e s  

s h o u l d  n o t  b e  i n c l u d e d  i n  r e p o r t e d  a m o u n t s .  R e m i t t a n c e s  o r  s h i p m e n t s  t o  A l a s k a ,  

H a w a i i ,  P u e r t o  R i c o ,  C a n a l  Z o n e ,  o r  t h e  V i r g i n  I s l a n d s  s h o u l d  n o t  b e  i n c l u d e d ,  

s i n c e  t h e s e  a r e  p a r t s  o f  t h e  b a l a n c e - o f - p a y m e n t s  a r e a  o f  t h e  U n i t e d  S t a t e s .

“ ( 5 )  I f  r e m i t t a n c e  o r  s h i p m e n t s  b y  y o u r  o r g a n i z a t i o n  a r e  l i k e l y  t o  h e  d u p l i 

c a t e d  i n  t h e  r e t u r n  f r o m  a n y  o t h e r  o r g a n i z a t i o n ,  t h e  f a c t  s h o u l d  b e  n o t e d  i n  

y o u r  r e p l y .
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“ I f  t h e r e  i s  n o t h i n g  t o  r e p o r t  o n  b e h a l f  o f  y o u r  o r g a n i z a t i o n ,  a  s t a t e m e n t  t o  

t h a t  e f f e c t  w i l l  b e  a p p r e c i a t e d .  A  f r a n k e d  r e t u r n  e n v e l o p e  i s  e n c l o s e d  f o r  y o u r  

r e p l y . ”
2 .  R e p o r t s  t o  t h e  P r e s i d e n t ’s  W a r  R e l i e f  C o n t r o l  B o a r d  ( n o w  t h e  A d v i s o r y  

C o m m i t t e e  o n  V o l u n t a r y  F o r e i g n  A i d  o f  t h e  U n i t e d  S t a t e s  G o v e r n m e n t )  b y  w a r  

r e l i e f  a g e n c i e s  r e g i s t e r e d  w i t h  t h a t  o r g a n i z a t i o n .

T h e  d a t a  w e r e  c o m p i l e d  b y  c o u n t r y  a n d  b y  s e c t a r i a n  g r o u p s ,  a n d  a  s m a l l  

o m i s s i o n s  e s t i m a t e  w a s  m a d e  f o r  e a c h  g r o u p  t o  a l l o w  f o r  a g e n c i e s  n o t  r e p o r t i n g .

P r iv a te  C a p ita l  M o v e m e n ts

D i r e c t  I n v e s t m e n t s

T h e  b a s i c  s t a t i s t i c s  r e g a r d i n g  m o v e m e n t s  o f  A m e r i c a n  d i r e c t - i n v e s t m e n t  c a p i 

t a l  a b r o a d  w e r e  o b t a i n e d  f r o m  t h e  q u e s t i o n n a i r e s  r e f e r r e d  t o  i n  t h e  a p p e n d i x  

s e c t i o n  d e a l i n g  w i t h  i n c o m e  o n  i n v e s t m e n t s .  T h e s e  p r o v i d e d  i n f o r m a t i o n  c o v 

e r i n g  a d v a n c e s  b y  p a r e n t  c o m p a n i e s  t o  s u b s i d i a r i e s ,  a d v a n c e s  b y  s u b s i d i a r i e s  i n  

f o r e i g n  c o u n t r i e s  t o  A m e r i c a n  p a r e n t  c o m p a n i e s ,  c h a n g e s  i n  A m e r i c a n  e q u i t y  

i n  f o r e i g n  b r a n c h e s ,  a n d ,  b e g i n n i n g  w i t h  t h e  l a s t  h a l f  o f  1 9 4 5 ,  d a t a  f o r  p u r c h a s e s  

a n d  s a l e s  o f  s e c u r i t i e s  o f  s u b s i d i a r y  c o m p a n i e s .  A d d i t i o n a l  d a t a  w e r e  o b t a i n e d  

f r o m  F o r m s  8 K  a n d  1 0 K  f i l e d  b y  c o r p o r a t i o n s  w i t h  t h e  S e c u r i t i e s  a n d  E x c h a n g e  

C o m m i s s i o n ,  i n c o m e - t a x  r e t u r n s  f i l e d  w i t h  t h e  B u r e a u  o f  I n t e r n a l  R e v e n u e  ( F o r m  

1 1 2 0 ) ,  a n n u a l  r e p o r t s  o f  c o m p a n i e s ,  r e p o r t s  o f  f i n a n c i a l  s e r v i c e s ,  c o n s u l a r  r e 

p o r t s ,  t h e  p r e s s ,  a n d  c o r r e s p o n d e n c e  w i t h  A m e r i c a n  c o m p a n i e s .

C a p i t a l  m o v e m e n t s  d a t a  r e l a t i n g  t o  f o r e i g n  d i r e c t  i n v e s t m e n t s  i n  t h e  U n i t e d  

S t a t e s  w e r e  n o t  g e n e r a l l y  a v a i l a b l e  e x c e p t  i n  a  f e w  i n s t a n c e s  w h e n  s u c h  t r a n s 

a c t i o n s  w e r e  p u b l i c i z e d .  S u c h  d a t a  a s  w e r e  a v a i l a b l e  w e r e ,  o f  c o u r s e ,  u t i l i z e d .

N e w  I s s u e s

T h e  a n n u a l  v o l u m e  o f  n e w  i s s u e s  o f  f o r e i g n  s e c u r i t i e s  i n  t h e  U n i t e d  S t a t e s  

c o m p r i s e d  b o t h  p u b l i c  a n d  p r i v a t e  o f f e r i n g s  a s  c o m p i l e d  p r i m a r i l y  f r o m  i n f o r m a 

t i o n  o b t a i n e d  f r o m  u n d e r w r i t e r s  a n d  f i n a n c i a l  s e r v i c e s . 10 11 T h e  a m o u n t  i n c l u d e d  

f o r  e a c h  i s s u e  w a s  t h e  p o r t i o n  o f  t h e  i s s u e  t a k e n  i n  t h e  U n i t e d  S t a t e s  l e s s  d i s 

c o u n t s  a n d  c o m m i s s i o n s .  I n  t h i s  v o l u m e ,  r e f u n d i n g  i s s u e s  w e r e  i n c l u d e d  a s  

n e w  i s s u e s ,  w h i l e  t h e  i s s u e s  r e f u n d e d  w e r e  i n c l u d e d  i n  a m o r t i z a t i o n s .  T h i s  p r o 

c e d u r e  d i f f e r s  f r o m  t h a t  u s e d  i n  e a r l i e r  c o m p i l a t i o n s  i n  w h i c h  r e f u n d i n g  i s s u e s  

w e r e  n o t  i n c l u d e d  a s  n e w  i s s u e s  ( n o r  t h e  r e f u n d e d  i s s u e s  c a r r i e d  i n  a m o r t i z a 

t i o n s ) .  S e c u r i t i e s  i s s u e d  i n  t h e  U n i t e d  S t a t e s  b y  A m e r i c a n  d i r e c t - i n v e s t m e n t  

c o m p a n i e s  o p e r a t i n g  a b r o a d  w e r e  n o t  i n c l u d e d  i n  t h e  c a p i t a l - m o v e m e n t  f i g u r e s  f o r  

n e w  i s s u e s  b u t  w e r e  i n c l u d e d  i n  m o v e m e n t s  o f  d i r e c t  i n v e s t m e n t s . 11 N e w  i s s u e s  o f  

t e r r i t o r i e s  o r  p o s s e s s i o n s  o f  t h e  U n i t e d  S t a t e s  w e r e  n o t  i n c l u d e d .

I n  s o m e  c a s e s  i t  w a s  n o t  p o s s i b l e  t o  d i f f e r e n t i a t e  b e t w e e n  n e w  i s s u e s  a n d  

t r a n s a c t i o n s  i n  o u t s t a n d i n g  i s s u e s .  T h i s  w a s  t r u e  o f  p u r c h a s e s  f o r  U n i t e d  

S t a t e s  a c c o u n t  o f  C a n a d i a n  s e c u r i t i e s  i n  C a n a d a  ( s e e  s e c t i o n  o n  T r a n s a c t i o n s  

i n  C a n a d i a n  S e c u r i t i e s )  s i n c e  t h e  d a t a  u s e d  c l a s s i f i e d  i s s u e s  a s  o u t s t a n d i n g  e v e n  

w h e n  t h e  A m e r i c a n  p u r c h a s e r  b o u g h t  ( f r o m  a  C a n a d i a n  b r o k e r )  a  n e w  s e c u r i t y  

t h a t  w a s  s t i l l  i n  t h e  d i s t r i b u t i o n  s t a g e .

A m o r t i z a t i o n s

I n f o r m a t i o n  r e g a r d i n g  p a r t i a l  a n d  c o m p l e t e  a m o r t i z a t i o n s  o f  f o r e i g n  d o l l a r  

b o n d s  w a s  o b t a i n e d  f r o m  q u e s t i o n n a i r e s  d i s t r i b u t e d  t o  t h e  A m e r i c a n  p a y i n g  

a g e n t s  o f  s u c h  i s s u e s  ( s e e  a p p e n d i x  d i s c u s s i o n  o f  i n t e r e s t  r e c e i p t s  f r o m  d o l l a r  

b o n d s ) .  R e c e i p t s  b y  A m e r i c a n s  c a n n o t  b e  p r e c i s e l y  m e a s u r e d  i n a s m u c h  a s  t h e  

s e c u r i t y - t r a n s a c t i o n  d a t a  r e p o r t e d  b y  d e a l e r s  i n  s e c u r i t i e s  c o v e r  a l l  f o r e i g n  b o n d s  

a n d  d o  n o t  d i s t i n g u i s h  b e t w e e n  f o r e i g n  b o n d s  p a y a b l e  i n  U n i t e d  S t a t e s  d o l l a r s  

a n d  t h o s e  p a y a b l e  i n  f o r e i g n  c u r r e n c i e s .  H o w e v e r ,  a n y  o v e r e s t i m a t e  o r  u n d e r 

e s t i m a t e  o f  d o l l a r  b o n d  a m o r t i z a t i o n  r e c e i p t s  w a s  c o m p e n s a t e d  b y  a n  u n d e r 

e s t i m a t e  o r  o v e r e s t i m a t e  o f  t r a n s a c t i o n s  i n  o u t s t a n d i n g  s e c u r i t i e s ,  s i n c e  t h e  

c o m b i n e d  n e t  m o v e m e n t  o f  b o t h  s e r i e s  w a s  a d j u s t e d  t o  e q u a l  t h e  m o v e m e n t  r e 

p o r t e d  b y  s e c u r i t y  d e a l e r s .

10 N e w  i s s u e s  o f  U n i te d  S t a t e s  s e c u r i t i e s  a r e  r a r e l y  f lo a te d  a b r o a d  a n d  s u c h  o f f e r in g s  
a s  d o  o c c u r  a r e  i o r  s m a l l  a m o u n t s ,  so  t h a t  t h e r e  i s  n o  a p p r e c ia b l e  r e c e ip t s  i t e m  f o r  t h i s  
p a r t i c u l a r  a c c o u n t .

11 H o w e v e r ,  t a b l e  X X , a p p e n d ix  C , h a s  b e e n  p r e p a r e d  p r i m a r i l y  f o r  th o s e  i n t e r e s t e d  in  
a  l i s t  o f  a l l  n e w  i s s u e s  s o ld  i n  t h e  U n i te d  S t a t e s  r e g a r d l e s s  o f  c l a s s i f i c a t io n ,  a n d  h e n c e  
in c lu d e s  i s s u e s  o f  d i r e c t - i n v e s t m e n t  c o m p a n ie s .

1 8 8



R e t i r e m e n t s  o f  U n i t e d  S t a t e s  c o r p o r a t e  b o n d s  t h r o u g h  s i n k i n g - f u n d  a n d  r e 

d e m p t i o n  p a y m e n t s  t o  f o r e i g n e r s  w e r e  e s t i m a t e d  o n  t h e  b a s i s  o f  k n o w n  p a y 

m e n t s  i n  1 9 3 5 ,  a d j u s t e d  t o  r e f l e c t  t h e  i n a b i l i t y  o f  f o r e i g n  h o l d e r s  ( p a r t i c u l a r l y  

c o n t i n e n t a l  E u r o p e a n  h o l d e r s )  o f  t h e s e  b o n d s  t o  p r e s e n t  t h e m  f o r  r e t i r e m e n t  

d u r i n g  t h e  w a r .

T r a n s a c t i o n s  i n  O u t s t a n d i n g  F o r e i g n  a n d  D o m e s t i c  S e c u r i t i e s

T h e  b a s i c  d a t a  u s e d  f o r  t h i s  s e r i e s  w e r e  c o m p i l e d  m o n t h l y  f o r  t h e  T r e a s u r y  

D e p a r t m e n t  b y  t h e  F e d e r a l  R e s e r v e  B a n k s  f r o m  r e p o r t s  o f  b a n k s ,  b r o k e r s ,  a n d  

d e a l e r s  l o c a t e d  i n  t h e  U n i t e d  S t a t e s ,  a n d  w e r e  p u b l i s h e d  i n  t h e  F e d e r a l  R e s e r v e  

B u l l e t i n  12 i n  s u m m a r y  f o r m  a n d  i n  t h e  T r e a s u r y  B u l l e t i n 13 i n  m o r e  d e t a i l .  P u b 

l i c a t i o n  o f  t h e s e  d a t a  i n  d e t a i l  w a s  s u s p e n d e d  f r o m  t h e  e n d  o f  1 9 4 1  u n t i l  

N o v e m b e r  1 9 4 5 .

T h e  d a t a  a s  c o m p i l e d  i n c l u d e  a l l  f o r e i g n - s e c u r i t y  t r a n s a c t i o n s  i n c l u d i n g  n e w  

i s s u e s  a n d  a m o r t i z a t i o n s .  T h e  e s t i m a t e s  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  f o r  

n e w  i s s u e s  a n d  a m o r t i z a t i o n s  w e r e  d e d u c t e d  f r o m  t h e s e  d a t a ,  t h e  r e m a i n i n g  

a m o u n t s  b e i n g  c o n s i d e r e d  t r a n s a c t i o n s  i n  o u t s t a n d i n g  s e c u r i t i e s .  A n  a d d i t i o n a l  

a d j u s t m e n t  w a s  n e c e s s a r y  i n  s o m e  c a s e s  w h e n  a  t r a n s a c t i o n  w a s  n o t  i n c l u d e d  i n  

t h e  d a t a  r e p o r t e d  t o  t h e  F e d e r a l  R e s e r v e  B a n k s  o r  w h e n  i s s u e s  o f  U n i t e d  

S t a t e s  d i r e c t  i n v e s t m e n t s  a b r o a d  w e r e  i n c l u d e d  i n  t h e  c o m p i l a t i o n  ( s e e  s e c t i o n  

o n  T r a n s a c t i o n s  i n  C a n a d i a n  S e c u r i t i e s ) .

T r a n s a c t i o n s  i n  C a n a d i a n  S e c u r i t i e s

I t  b e c a m e  e v i d e n t  d u r i n g  t h e  w a r ,  a s  a  r e s u l t  o f  t h e  d a t a  c o l l e c t e d  b y  t h e  

C a n a d i a n  F o r e i g n  E x c h a n g e  C o n t r o l  B o a r d ,  t h a t  t h e r e  w a s  a  c o n s i d e r a b l e  

v o l u m e  o f  U n i t e d  S t a t e s  t r a n s a c t i o n s  i n  C a n a d i a n  s e c u r i t i e s  ( p r i m a r i l y  p u r 

c h a s e s  i n  t h e  1 9 4 0 - 4 5  p e r i o d )  w h i c h  w a s  n o t  b e i n g  r e c o r d e d  i n  t h e  d a t a  o n  

s e c u r i t y  t r a n s a c t i o n s  r e g u l a r l y  r e p o r t e d  t o  t h e  F e d e r a l  R e s e r v e  B a n k s .  T h e  

p r i n c i p a l  o m i s s i o n  a p p e a r e d  t o  h a v e  b e e n  t h e  l a r g e  n e t  p u r c h a s e s  o f  C a n a d i a n  

s e c u r i t i e s  t h r o u g h  d e a l e r s  l o c a t e d  i n  C a n a d a  b y  U n i t e d  S t a t e s  i n s u r a n c e  c o m 

p a n i e s  a n d  o t h e r  i n s t i t u t i o n a l  i n v e s t o r s .  I n  v i e w  o f  t h i s  s i t u a t i o n ,  i t  w a s  d e 

c i d e d  t o  s u b s t i t u t e  t h e  C a n a d i a n  d a t a  f o r  t h e  d a t a  c o m p i l e d  b y  t h e  F e d e r a l  

R e s e r v e  B a n k s ,  o r  b y  t h i s  D i v i s i o n  o f  t h e  C o m m e r c e  D e p a r t m e n t  f r o m  v a r i o u s  

a d d i t i o n a l  s o u r c e s .  T h e  c o m p a r a t i v e  s e r i e s  a n d  t h e  d i f f e r e n c e s  b e t w e e n  t h e m  

a r e  s h o w n  b e l o w .

Tabl e I I I . — U n i t e d  S t a t e s  a n d  C a n a d i a n  d a t a  o n  U n i t e d  S t a t e s  n e t  p u r c h a s e s  o f

C a n a d i a n  s e c u r i t i e s

[ In  m illions  o i U nite d  S ta te s  dolla rs; n e t  U n ite d  S ta te s  p u rch as e  (—) o r sale (+ ) ]

I te m 1940 1941 1942 1943 1944 1945

N e t  tra n sa c tio n s  w ith  C a n a d a  in  fo re ign secu rities;
+ 36 .1  
+ 1 3 .0  
- 2 3 .1

+ 1 0 .4
- 1 2 .0
- 2 2 .4

- 4 2 .9
- 9 7 .0
- 5 4 .1

+ 2 8 .2
- 8 4 .0

-1 1 2 .2

+ 2 6 .4  
- 9 9 .0  

-1 2 5 . 4

- 7 0 .8
-2 0 1 .0
-1 3 0 .2

C a n a d ia n  F ore ign  E xc han ge C on tro l B o a rd  d a ta 1-----
N e t  p u rch as es  n o t reco rded  in  U n ite d  S ta te s  sta tis t ic s-

, 4  '  R e p o r t of th e  F o re ign  E xcha nge C on tro l B oa rd  to  th e  M in is te r  of F in an ce , O tta w a , C a n a d a , M a rc h
1946, p .  21.

A s s e t s  a n d  L i a b i l i t i e s  M a t u r i n g  i n  M o r e  T h a n  O n e  Y e a r

D a t a  o n  m e d i u m - t e r m  a d v a n c e s  t o  a n d  f r o m  f o r e i g n e r s  w e r e  c o l l e c t e d  b y  t h e  

F e d e r a l  R e s e r v e  B a n k s  t h r o u g h o u t  t h e  1 9 4 0 - 4 5  p e r i o d  f r o m  r e p o r t i n g  b a n k s  a n d  

b a n k e r s .  T h e s e  d a t a  w e r e  n o t  i n c l u d e d  i n  a n y  p r e v i o u s l y  p u b l i s h e d  s e r i e s  a l 

t h o u g h  s u c h  l o a n s  w e r e  o f  g r o w i n g  i m p o r t a n c e  b e g i n n i n g  w i t h  1 9 4 5  ( s e e  t a b l e  

X X I I ) .

S h o r t - T e r m  C a p i t a l  M o v e m e n t s

D e t a i l e d  s t a t i s t i c s  o f  f o r e i g n  c l a i m s  o n  t h e  U n i t e d  S t a t e s  a n d  o f  U n i t e d  S t a t e s  

c l a i m s  o n  f o r e i g n e r s  a r e  c o m p i l e d  m o n t h l y  f o r  t h e  T r e a s u r y  D e p a r t m e n t  b y  t h e  
F e d e r a l  R e s e r v e  B a n k s .  A l t h o u g h  t h e  d a t a  w e r e  n o t  p u b l i s h e d  d u r i n g  t h e  w a r ,  t h e  

S e p t e m b e r  1 9 4 5  i s u e  o f  t h e  F e d e r a l  R e s e r v e  B u l l e t i n  c o n t a i n e d  t a b l e s  c o v e r i n g  t h e  

w a r  y e a r s .  T h e  s e r i e s  o n  b a n k i n g  f u n d s  i s  c u r r e n t l y  p u b l i s h e d  i n  t h e  F e d e r a l  R e 

12 B o a r d  o f  G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  S y s te m , W a s h in g to n ,  D . C ., m o n th ly .
13 U n i te d  S t a t e s  T r e a s u r y  D e p a r tm e n t ,  W a s h in g to n ,  D . C ., m o n th ly .
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s e r v e  B u l l e t i n  a n d  t h e  T r e a s u r y  B u l l e t i n ,  a n d  t h e  l a t t e r  a l s o  i n c l u d e s  i n f o r m a 

t i o n  o n  b r o k e r a g e  b a l a n c e s .  T h e  t y p e s  o f  f u n d s  i n c l u d e d  a r e  d e p o s i t s ,  b i l l s ,  

U n i t e d  S t a t e s  G o v e r n m e n t  s h o r t - t e r m  s e c u r i t i e s  a n d  o t h e r  s h o r t - t e r m  a c c o u n t s  

a n d  c o m m e r c i a l  p a p e r .  M i n o r  a d j u s t m e n t s  h a v e  b e e n  m a d e  i n  t h e  p u b l i s h e d  

d a t a  o n  t h e  b a s i s  o f  a d d i t i o n a l  i n f o r m a t i o n  o n  U n i t e d  S t a t e s  s h o r t - t e r m  f u n d s  

i n  C a n a d a .

A d d i t i o n a l  d a t a  o n  c o m m e r c i a l  b a l a n c e s  n o t  r e p o r t e d  t h r o u g h  b a n k s  a n d  

b r o k e r s  w e r e  c o l l e c t e d  i n  t h i s  p e r i o d  b y  t h e  F e d e r a l  R e s e r v e  B a n k s  f r o m  e x 

p o r t e r s ,  i m p o r t e r s ,  a n d  o t h e r  c o n c e r n s .  H o w e v e r ,  o n l y  d a t a  c o v e r i n g  d e p o s i t s  

w i t h  f o r e i g n  b a n k s  w e r e  u s e d  s i n c e  m o s t  o f  t h e  a c c o u n t s  r e p o r t e d  w e r e  a l r e a d y  

e n t e r e d  i n  t h e  b a l a n c e  o f  p a y m e n t s  u n d e r  m o v e m e n t s  o f  d i r e c t  i n v e s t m e n t s ,  a s  

i n t e r c o m p a n y  a c c o u n t s .

F o r  t h e  y e a r s  1 9 4 0  a n d  1 9 4 1  t h e  a n n u a l  n e t  m o v e m e n t s  o f  U n i t e d  S t a t e s  c u r 

r e n c y  w e r e  b a s e d  o n  d a t a  r e p o r t e d  b y  t h e  F e d e r a l  R e s e r v e  B a n k s  o f  N e w  Y o r k  

a n d  A t l a n t a  a n d  e s t i m a t e s  o f  u n r e c o r d e d  n e t  e x p o r t s .  A f t e r  1 9 4 1 ,  o n l y  r e p o r t e d  

m o v e m e n t s  o f  c u r r e n c y  w e r e  i n c l u d e d  i n  t h e  b a l a n c e  o f  p a y m e n t s ,  e x c e p t  f o r  

m o v e m e n t s  b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  C a n a d a  ( s e e  f i n a l  p a r a g r a p h  o f  t h i s  

d i s c u s s i o n ) .

I n  a d d i t i o n  t o  t h e  d a t a  r e c o r d e d  b y  t h e  F e d e r a l  R e s e r v e  B a n k s ,  d a t a  w e r e  o b 

t a i n e d  f r o m  t h e  f o l l o w i n g  s o u r c e s :  C e n s u s  B u r e a u  s t a t i s t i c s  o f  t h e  e x p o r t  a n d  

i m p o r t  o f  U n i t e d  S t a t e s  s i l v e r  c o i n s  ( u n t i l  1 9 4 0  c a r r i e d  a s  a  c u r r e n t  a c c o u n t  

i t e m ) ,  s p e c i a l  T r e a s u r y  D e p a r t m e n t  r e p o r t s  w h i c h  i n c l u d e d  d a t a  r e g a r d i n g  s a l e s  

o f  U n i t e d  S t a t e s  c u r r e n c y  t o  f o r e i g n  c o u n t r i e s  a n d  r e c e i p t s  f r o m  a n d  s h i p m e n t s  

t o  C u b a  f o r  a c c o u n t  o f  t h e  T r e a s u r y ,  o c c a s i o n a l  c o n s u l a r  r e p o r t s ,  a n d  C l e a r i n g  

O f f i c e  r e p o r t s  o f  e s t i m a t e s  o f  “ n e t  t r o o p  p a y ”  m a d e  i n  U n i t e d  S t a t e s  c u r r e n c y  

t o  A m e r i c a n  t r o o p s  s t a t i o n e d  i n  C h i n a  a n d  e l s e w h e r e .  D a t a  w e r e  n o t  a v a i l a b l e  

f o r  m o v e m e n t s  o f  f o r e i g n  c u r r e n c y ,  b u t  t h e  s u m s  i n v o l v e d  a r e  b e l i e v e d  t o  b e  

s m a l l .  A f t e r  1 9 4 1  n o  e s t i m a t e  w a s  m a d e  o f  u n r e c o r d e d  m o v e m e n t s  o f  U n i t e d  

S t a t e s  c u r r e n c y .  T h e s e  m a y  h a v e  o c c u r r e d  i n  t h e  f o l l o w i n g  w a y s ,  a m o n g  o t h e r s : 

( a )  B y  s m u g g l i n g ;  ( 6 )  b y  s o l d i e r s  e n g a g e d  i n  u n a u t h o r i z e d  o r  b l a c k - m a r k e t  

o p e r a t i o n s  a b r o a d ;  ( c )  b y  m e m b e r s  o f  t h e  a r m e d  f o r c e s  a b r o a d ;  a n d  ( d ) b y  

U n i t e d  S t a t e s  t r a v e l e r s  a b r o a d .

I n  g e n e r a l ,  A m e r i c a n  s o l d i e r s  i n  f o r e i g n  c o u n t r i e s  w e r e  p a i d  i n  l o c a l  c u r r e n c y .  

I t  h a s  n o t  b e e n  p o s s i b l e  t o  m e a s u r e  t h e  n e t  t r o o p  p a y  w h i c h  w a s  p a i d  i n  A m e r i c a n  

g o l d  s e a l  d o l l a r s  t o  U n i t e d  S t a t e s  t r o o p s  i n  t h e  N o r t h  A f r i c a n  a n d  I t a l i a n  c a m 

p a i g n s .

S i n c e  t h e r e  i s  g o o d  r e a s o n  t o  b e l i e v e  t h a t  c u r r e n c y  m o v e m e n t s  b e t w e e n  t h e  

U n i t e d  S t a t e s  a n d  C a n a d a  a r e  o f f s e t t i n g ,  a n  a d j u s t m e n t  w a s  m a d e  i n  r e c o r d e d  

e x p o r t s  o f  c u r r e n c y  t o  C a n a d a  a n d  i m p o r t s  f r o m  C a n a d a  s o  a s  t o  e l i m i n a t e  t h e  

i n d i c a t e d  n e t  m o v e m e n t .  T h i s  w a s  d o n e  b y  s e t t i n g  b o t h  e x p o r t s  a n d  i m p o r t s  

e q u a l  t o  t h e  h i g h e r  o f  t h e  t w o  r e c o r d e d  f i g u r e s  f o r  t h e  y e a r  c o n c e r n e d .

G o v e r n m e n t  C a p ita l  A c c o u n t  

L o n g - T e r m  C a p i t a l  A c c o u n t

O n l y  G o v e r n m e n t  a s s e t s  w e r e  i n c l u d e d  h e r e ;  f o r e i g n  p u r c h a s e s  a n d  s a l e s  o f  

l o n g - t e r m  G o v e r n m e n t  s e c u r i t i e s  ( i .  e . ,  l i a b i l i t i e s )  w e r e  s h o w n  i n  t h e  p r i v a t e  

a c c o u n t ,  o n  t h e  g r o u n d  t h a t  t h e y  p r e s u m a b l y  w e r e  b o u g h t  f r o m  o r  s o l d  t o  n o n 

g o v e r n m e n t  e n t i t i e s .  A l l  l o a n  a n d  c r e d i t  t r a n s a c t i o n s  o f  t h e  F e d e r a l  G o v e r n 

m e n t  w i t h  f o r e i g n  c o u n t r i e s  w e r e  i n c l u d e d ,  e x c e p t  s h o r t - t e r m  b a l a n c e s ,  a d v a n c e  

p a y m e n t s ,  a n d  o t h e r  i t e m s  m a t u r i n g  i n  1  y e a r  o r  l e s s ,  w h i c h  w e r e  e n t e r e d  i n  t h e  

G o v e r n m e n t  s h o r t - t e r m  c a p i t a l  a c c o u n t .

I n  g e n e r a l ,  t h e  s o u r c e s  o f  i n f o r m a t i o n  f o r  a l l  i t e m s  i n  t h i s  a c c o u n t  w e r e  t h e  

G o v e r n m e n t  a g e n c i e s  r e s p o n s i b l e  f o r  t h e  t r a n s a c t i o n s .  I n f o r m a t i o n  c a m e  e i t h e r  

( 1 )  d i r e c t  t o  t h e  I n t e r n a t i o n a l  E c o n o m i c s  D i v i s i o n ,  ( 2 )  t h r o u g h  t h e  p u b l i s h e d  

s t a t e m e n t s  o f  t h e  a g e n c y  c o n c e r n e d ,  o r  ( 3 )  t o  t h e  C l e a r i n g  O f f i c e  f o r  F o r e i g n  

T r a n s a c t i o n s .

S p e c i a l  n o t e s  a b o u t  i n d i v i d u a l  i t e m s  f o l l o w :

1 .  R e c o n s t r u c t i o n  F i n a n c e  C o r p o r a t i o n  l o a n  t o  t h e  U n i t e d  K i n g d o m : C r e d i t s  

( r e p a y m e n t s )  o n  t h i s  l o a n  i n c l u d e d  f u n d s  p a i d  i n t o  a  s u s p e n s e  a c c o u n t  w i t h  

t h e  R e c o n s t r u c t i o n  F i n a n c e  C o r p o r a t i o n  b u t  n o t  f o r m a l l y  c r e d i t e d  a g a i n s t  t h e  

l o a n  b y  t h a t  a g e n c y  a s  o f  t h e  l a s t  d a y  o f  t h e  p e r i o d  s p e c i f i e d .

2 .  E x p o r t - I m p o r t  B a n k  l o a n s : O n l y  d i r e c t  d i s b u r s e m e n t s  a n d  r e c e i p t s  o f  t h e  

B a n k ’s  o w n  f u n d s  w e r e  i n c l u d e d  i n  t h e  G o v e r n m e n t  a c c o u n t ;  t h e  s o - c a l l e d  i n 

d i r e c t ,  o r  g u a r a n t e e d ,  l o a n s  w e r e  c o n s i d e r e d  p r i v a t e  c a p i t a l  m o v e m e n t s  i n  t h i s  

s t u d y .
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3 . L e n d - l e a s e  s i l v e r  : T h e  v a l u e  o f  l e n d - l e a s e  s i l v e r  t r a n s f e r r e d  u n d e r  a  s p e c i f i c  

a g r e e m e n t  t o  r e p a y  i n  k i n d  h a s  b e e n  e n t e r e d  a s  a n  o u t f l o w  o f  G o v e r n m e n t  l o n g 

t e r m  c a p i t a l .  T h e  s i l v e r  w a s  v a l u e d  a t  t h e  o f f i c i a l  U n i t e d  S t a t e s  T r e a s u r y  b u y i n g  

p r i c e  ( a p p r o x i m a t e l y  7 0 . 5  c e n t s  p e r  t r o y  o u n c e  d u r i n g  t h e  p e r i o d  d u r i n g  w h i c h  

t h e s e  t r a n s a c t i o n s  t o o k  p l a c e ) .

4 .  O t h e r  l e n d - l e a s e  c r e d i t s  : D e b i t  e n t r i e s  i n  t h e  c a p i t a l  a c c o u n t  o f f s e t  e x p o r t s  

o f  l e n d - l e a s e  g o o d s  f o r  w h i c h  r e p a y m e n t  w a s  t o  b e  m a d e  o v e r  a  p e r i o d  o f  y e a r s .  

T h e s e  w e r e  c h i e f l y  g o o d s  t r a n s f e r r e d  a f t e r  V J - d a y .  T h e  a m o u n t s  i n v o l v e d  w e r e  

e s t i m a t e d  o n  t h e  b a s i s  o f  g o o d s  t r a n s f e r r e d  a s  s h o w n  b y  t h e  f i s c a l  r e c o r d s  o f  t h e  

l e n d - l e a s e  p r o g r a m s ,  a n d  m a y  d i f f e r  s o m e w h a t  f r o m  t h e  a m o u n t s  f i n a l l y  d e 

t e r m i n e d  t o  b e  p a y a b l e  a f t e r  a l l  a c c o u n t i n g  a d j u s t m e n t s  h a v e  b e e n  m a d e .

5 . S u r p l u s  p r o p e r t y  c r e d i t s  : A s  w i t h  l e n d - l e a s e ,  t h e  v a l u e  o f  s u r p l u s  p r o p e r t y ,  

i n c l u d i n g  s h i p s ,  s o l d  o n  a  l o n g - t e r m  c r e d i t  b a s i s ,  h a s  b e e n  e n t e r e d  i n  t h i s  a c c o u n t .  

A s  e x p l a i n e d  i n  t h e  m e r c h a n d i s e  t r a d e  a c c o u n t ,  t h e s e  t r a n s a c t i o n s  w e r e  e n t e r e d  

i n  t h e  b a l a n c e - o f - p a y m e n t s  s t a t e m e n t  a s  o f  t h e  t i m e  o f  s a l e  a s  r e p o r t e d  b y  t h e  

O f f ic e  o f  F o r e i g n  L i q u i d a t i o n  C o m m i s s i o n e r .  I n  p a r t i c u l a r ,  i t  s h o u l d  b e  n o t e d  

t h a t  t h e  s o - c a l l e d  b u l k  s a l e s  h a v e  b e e n  i n c l u d e d  i n  t h e  p e r i o d s  i n  w h i c h  t h e  r e 

s p e c t i v e  a g r e e m e n t s  w e r e  s i g n e d .

6 . P r o d u c t i v e  f a c i l i t i e s  : T h e  a c c o u n t  a l s o  i n c l u d e s  d i r e c t  i n v e s t m e n t s  o f  G o v 

e r n m e n t  f u n d s ,  c h i e f l y  b y  t h e  D e f e n s e  P l a n t s  C o r p o r a t i o n ,  i n  p r o d u c t i v e  f a c i l i t i e s

> a b r o a d .

7 . P a y m e n t s  b y  f o r e i g n  g o v e r n m e n t s  t o  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  i n  s e t t l e 

m e n t  f o r  e x p r o p r i a t e d  p r o p e r t y  o f  U n i t e d  S t a t e s  n a t i o n a l s  w e r e  a l s o  i n c l u d e d ,  

s i n c e  t h e  f u n d s  i n  t h e  f i r s t  i n s t a n c e  a r e  r e c e i v e d  b y  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  

o f  S t a t e .

S h o r t - T e r m  C a p i t a l  A c c o u n t ,

F o r e i g n  s h o r t - t e r m  a s s e t s  o f  t h e  U n i t e d ,  S t a t e s  G o v e r n m e n t . — D a t a  r e g a r d i n g  

t h e  f o l l o w i n g  i t e m s  w e r e  o b t a i n e d  f r o m  r e c o r d s  o f  t h e  a g e n c i e s  i n v o l v e d  :

1 .  F o r e i g n  c u r r e n c y  a n d  d e p o s i t s  o f  U n i t e d  S t a t e s  G o v e r n m e n t  a g e n c i e s :  

T r e a s u r y  d e p o s i t s  a r e  r e p o r t e d  i n  t h e  D a i l y  T r e a s u r y  S t a t e m e n t .  B a l a n c e s  o f  

o t h e r  a g e n c i e s  w e r e  n o t  g e n e r a l l y  o b t a i n a b l e  a n d  o n l y  c e r t a i n  i s o l a t e d  m o v e m e n t s  

h a v e  b e e n  i n c l u d e d ,  s u c h  a s  t h e  r e p a t r i a t i o n  o f  u n e x p e n d e d  f u n d s  i n  G r e a t  

B r i t a i n  a n d  A u s t r a l i a  a f t e r  t h e  w i t h d r a w a l  o f  o u r  t r o o p s  i n  t h o s e  c o u n t r i e s .

2 .  A d v a n c e  p a y m e n t s :  T h e  p r o c u r e m e n t  a g e n c i e s  f r e q u e n t l y  m a d e  a d v a n c e  

p a y m e n t s  i n  c o n n e c t i o n  w i t h  p u r c h a s e  c o n t r a c t s  ; t h e s e  h a v e  b e e n  i n c l u d e d  a s  

i n v e s t m e n t s  o f  s h o r t - t e r m  f u n d s  a b r o a d .

S h o r t - t e r m  l i a b i l i t i e s  o f  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  t o  f o r e i g n  c o u n t r i e s .—  

T h e s e  i n c l u d e  t h e  f o l l o w i n g  c a t e g o r i e s  :

1 .  P h i l i p p i n e  d e p o s i t s  w i t h  t h e  T r e a s u r y  D e p a r t m e n t :  B e g i n n i n g  w i t h  J u l y  

1 9 4 6 ,  t h e  s h o r t - t e r m  l i a b i l i t y  d a t a  a p p e a r i n g  i n  t h e  F e d e r a l  R e s e r v e  B u l l e t i n s  

a n d  c o v e r i n g  t h e  y e a r s  f r o m  1 9 3 9  t o  d a t e  w e r e  r e v i s e d  t o  i n c l u d e  t h e  b a l a n c e s  

f o r  e a c h  o f  t h e s e  y e a r s .

2 .  S p e c i a l  I t a l i a n  d e p o s i t s  w i t h  t h e  T r e a s u r y  D e p a r t m e n t :  T h e  f i r s t  s e t t l e 

m e n t s  w i t h  I t a l y  f o r  n e t  t r o o p  p a y  w e r e  c r e d i t e d  t o  a  s p e c i a l  a c c o u n t  i n  t h e  

T r e a s u r y  i n s t e a d  o f  b e i n g  m a d e  f r e e l y  a v a i l a b l e  b y  i s s u i n g  a  d o l l a r  c h e c k  t o  t h e  

I t a l i a n  G o v e r n m e n t .  I n  e f f e c t ,  t h e  l i a b i l i t y  w a s  s h i f t e d  f r o m  a  s p e c i a l - c u r r e n c y  

l i a b i l i t y  ( s e e  i t e m  3 )  t o  t h i s  a c c o u n t .

3 .  S p e c i a l - c u r r e n c y  l i a b i l i t y :  T h e  e s t i m a t e d  a m o u n t  o f  s p e c i a l - c u r r e n c y  e x 

p e n d i t u r e s  f o r  w h i c h  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  w a s  o b l i g a t e d  t o  r e i m b u r s e  

t h e  r e s p e c t i v e  f o r e i g n  g o v e r n m e n t s  i n  d o l l a r s  w a s  c o n s i d e r e d  a s  a  G o v e r n m e n t  

s h o r t - t e r m  l i a b i l i t y  i n  t h e s e  a c c o u n t s .  T h e  d o l l a r  s e t t l e m e n t s  w h i c h  f o l l o w e d  

w e r e  t h u s  e n t e r e d  a s  d e b i t s  i n  t h i s  a c c o u n t ,  r a t h e r  t h a n  i n  t h e  c u r r e n t  a c c o u n t .

4 .  H o l d i n g s  o f  s h o r t - t e r m  U n i t e d  S t a t e s  G o v e r n m e n t  s e c u r i t i e s :  C h a n g e s  i n

1 f o r e i g n  h o l d i n g s  o f  U n i t e d  S t a t e s  G o v e r n m e n t  s e c u r i t i e s  w i t h  o r i g i n a l  m a t u r i t i e s

o f  l e s s  t h a n  1  y e a r ,  a s  r e p o r t e d  t o  t h e  T r e a s u r y  D e p a r t m e n t  o n  F o r e i g n  E x c h a n g e  

F o r m  B - l ,  w e r e  c o n s i d e r e d  a s  G o v e r n m e n t  c a p i t a l  m o v e m e n t s  i n  t h e  a c c o u n t s .

5 .  D e p o s i t s  w i t h  t h e  C o m m o d i t y  C r e d i t  C o r p o r a t i o n  : A f t e r  t h e  t e r m i n a t i o n  o f  

l e n d - l e a s e ,  f o r e i g n  p u r c h a s i n g  m i s s i o n s  p l a c e d  m o s t  o f  t h e i r  o r d e r s  f o r  f o o d 

s t u f f s  i n  t h e  U n i t e d  S t a t e s  w i t h  t h e  C o m m o d i t y  C r e d i t  C o r p o r a t i o n .  W o r k i n g  

b a l a n c e s  w e r e  d e p o s i t e d  w i t h  t h e  C o m m o d i t y  C r e d i t  C o r p o r a t i o n  i n  c o n n e c t i o n  

w i t h  t h e s e  p u r c h a s e s ,  a n d  s u c h  b a l a n c e s  w e r e  t r e a t e d  a s  s h o r t - t e r m  G o v e r n m e n t  

l i a b i l i t i e s .

G o l d  M o v e m e n t s

U n d e r  t h e  m e t h o d  n o w  a d o p t e d  f o r  t h e  t r e a t m e n t  o f  g o l d  m o v e m e n t s ,  n e w  g o l d  

p r o d u c t i o n  ( l e s s  d o m e s t i c  c o n s u m p t i o n ) ,  i s  e n t e r e d  a s  a  r e c e i p t  u n d e r  g o o d s ,  a n d  

t h e  n e t  c h a n g e  i n  t h e  g o l d  s t o c k  i s  e n t e r e d  a s  “ N e t  i n f l o w  o r  o u t f l o w  o f  f u n d s
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o n  g o l d  a n d  s h o r t - t e r m  c a p i t a l  a c c o u n t ”  ( s e e  a p p e n d i x  A ,  N o t e  o n  T r e a t m e n t  o f  

G o l d  i n  t h e  B a l a n c e  o f  P a y m e n t s ) .
T h e  a n n u a l  n e t  m o v e m e n t  a s  c o m p u t e d  f r o m  e x p o r t s ,  i m p o r t s ,  a n d  e a r m a r k i n g  

w a s  d e t e r m i n e d  t o  b e  t h e  b e s t  a v a i l a b l e ,  s i n c e  t h e r e  a r e  u n a v o i d a b l e  l a g s  b e t w e e n  

t h e  d a t a  o n  c u r r e n t  p r o d u c t i o n  a n d  c h a n g e s  i n  t h e  g o l d  s t o c k .  T h e  f o r m e r  s e r i e s  

m u s t  b e  u s e d ,  o f  c o u r s e ,  t o  c o n s t r u c t  a  b a l a n c e  o f  p a y m e n t s  w i t h  a  s p e c i f i e d  c o u n t r y  

o r  a r e a ,  w h i l e  n e t  p r o d u c t i o n  i s  e n t e r e d  a s  a  t r a n s a c t i o n  w i t h  i n t e r n a t i o n a l  

i n s t i t u t i o n s .
T h e  b a s i c  d a t a  o n  e x p o r t s  a n d  i m p o r t s  a r e  c o l l e c t e d  b y  t h e  B u r e a u  o f  t h e  

C e n s u s .  T h e y  h a v e  b e e n  a d j u s t e d ,  i n s o f a r  a s  i s  p o s s i b l e ,  t o  r e f l e c t  t h e  a c t u a l  

c o u n t r y  o f  o r i g i n  w h e r e  g o l d  i s  k n o w n  t o  h a v e  e n t e r e d  t h r o u g h  a  t h i r d  c o u n t r y .

D a t a  o n  e a r m a r k i n g  t r a n s a c t i o n s  a r e  p r o v i d e d  b y  t h e  F e d e r a l  R e s e r v e  B a n k  o f  

N e w  Y o r k  a n d  a p p e a r  i n  t h e  F e d e r a l  R e s e r v e  B u l l e t i n ; m i n o r  a d j u s t m e n t s  h a v e  

b e e n  m a d e  t o  e l i m i n a t e  t r a n s a c t i o n s  w h i c h  a r e  i n c l u d e d  i n  t h e  s e r i e s  s h o w n  i n  

t h e  B u l l e t i n  b u t  a r e  n o t  c o n s i d e r e d  t o  a f f e c t  f o r e i g n  g o l d  h o l d i n g s  i n  t h i s  c o u n t r y  

f o r  b a l a n c e - o f - p a y m e n t ' s  p u r p o s e s .

C h a n g e s  i n  t h e  g o l d  s t o c k  o f  t h e  U n i t e d  S t a t e s  a r e  p u b l i s h e d  r e g u l a r l y  i n  t h e  

T r e a s u r y  B u l l e t i n  a n d  t o  t h i s  s e r i e s  h a v e  b e e n  a d d e d  c h a n g e s  i n  t h e  g o l d  h e l d  

b y  t h e  E x c h a n g e  S t a b i l i z a t i o n  F u n d  ( S p e c i a l  A c c o u n t  N u m b e r  1 ) ,  w h i c h  a r e  

n o t  i n c l u d e d  i n  t h e  p u b l i s h e d  g o l d - s t o c k  f i g u r e .  T h e  h o l d i n g s  o f  t h e  E x c h a n g e  

S t a b i l i z a t i o n  F u n d  a r e  p u b l i s h e d  p e r i o d i c a l l y  i n  t h e  T r e a s u r y  B u l l e t i n .  S t a t i s t i c s  f

o n  g o l d  p r o d u c t i o n  a n d  c o n s u m p t i o n  i n  t h e  U n i t e d  S t a t e s  a r e  c o l l e c t e d  b y  t h e  

B u r e a u  o f  t h e  M i n t  a n d  r e p o r t e d  i n  t h e  A n n u a l  R e p o r t  o f  t h e  D i r e c t o r  o f  t h e  

M i n t . 14 H o w e v e r ,  a s  s t a t e d  a b o v e ,  t h e  a n n u a l  m o v e m e n t  a s  d e r i v e d  f r o m  

t h e  e x p o r t ,  i m p o r t ,  a n d  e a r m a r k  s e r i e s  i s  c o n s i d e r e d  t o  b e  t h e  m o r e  a c c u r a t e  

f o r  t h i s  p u r p o s e ,  a n d  t o  c o n f o r m  t o  t h i s  a n n u a l  m o v e m e n t  a  m i n o r  a d j u s t m e n t  

h a s  b e e n  m a d e  i n  e a c h  y e a r  i n  t h e  g o l d  c o n s u m p t i o n  s e r i e s .

T r a n s a c t io n s  W ith  M a jo r  A r e a s

I n  g e n e r a l ,  t h e  m e t h o d s  o f  e s t i m a t i n g  t r a n s a c t i o n s  w i t h  i n d i v i d u a l  c o u n t r i e s  

o r  a r e a s  a r e  t h e  s a m e  a s  t h e  m e t h o d s  f o l l o w e d  i n  c o m p i l i n g  t h e  g l o b a l  b a l a n c e  

o f  p a y m e n t s .  S p e c i f i c  p r o b l e m s  c o n n e c t e d  w i t h  t h e  s o u r c e s  a n d  m e t h o d o l o g y  

o f  c o m p i l i n g  “ b i l a t e r a l ”  b a l a n c e s  o f  p a y m e n t s  a r e  d i s c u s s e d  i n  t h e  a p p r o p r i a t e  

s e c t i o n s  o f  t h i s  a p p e n d i x .  I t  r e m a i n s  t o  p o i n t  o u t  h e r e  t h a t  t h e r e  i s  a n  i m 

p o r t a n t  c o n c e p t u a l  d i f f e r e n c e  b e t w e e n  a  g l o b a l  a n d  a  b i l a t e r a l  b a l a n c e  o f  p a y 

m e n t s  i n  t h a t  t h e  l a t t e r  d o e s  n o t  h a v e  t o  “ b a l a n c e , ”  i .  e . ,  t h e r e  i s  n o  n e c e s s i t y  

t h a t  t h e  s u m  o f  a l l  r e c e i p t s  s h o u l d  e q u a l  t h e  s u m  o f  a l l  p a y m e n t s  ( i n c l u d i n g  g o l d  

m o v e m e n t s  a n d  c h a n g e s  i n  s h o r t - t e r m  a s s e t s  a n d  l i a b i l i t i e s  a m o n g  r e c e i p t s  a n d  

p a y m e n t s ) .

I n  t h e  f o r m  o f  p r e s e n t a t i o n  e m p l o y e d  i n  a  g l o b a l  b a l a n c e  o f  p a y m e n t s  o n l y  

t w o  p a r t i e s  t o  t h e  t r a n s a c t i o n s  c o v e r e d  a p p e a r — t h e  c o u n t r y  u n d e r  c o n s i d e r a t i o n  

a n d  a l l  t h e  r e s t  o f  t h e  w o r l d — a n d  t h u s  t h e  m u l t i l a t e r a l i t y  o f  t r a d e  i s  c o n c e a l e d .  

I n  a  b i l a t e r a l  s t a t e m e n t ,  o n  t h e  o t h e r  h a n d ,  o n l y  t w o  o f  t h e  t h r e e  o r  m o r e  p a r t i e s  

t o  a  m u l t i l a t e r a l  t r a n s a c t i o n  a r e  a c c o u n t e d  f o r  a n d ,  c o n s e q u e n t l y ,  t h e  n e c e s s i t y  

t h a t  r e c e i p t s  a n d  p a y m e n t s  s h o u l d  b e  e q u a l  n o  l o n g e r  h o l d s .  T h e  o f f s e t  t o  a  

t r a n s a c t i o n  b e t w e e n  c o u n t r y  A  a n d  c o u n t r y  B  m a y  b e  a  t r a n s a c t i o n  b e t w e e n  

c o u n t r y  A  a n d  c o u n t r y  O , o r  b e t w e e n  c o u n t r y  B  a n d  c o u n t r y  C . F o r  e x a m p l e ,  

i f  a  g i v e n  c o u n t r y  h a s  a  d e f i c i t  w i t h  t h e  U n i t e d  S t a t e s ,  i t  m a y  b e  a b l e  t o  s e t t l e  

t h e  d e f i c i t  w i t h  d o l l a r s  e a r n e d  f r o m  o t h e r  c o u n t r i e s ;  i n  t h i s  c a s e ,  t h e  t r a n s f e r  

o f  d o l l a r s  f r o m  f o r e i g n  t o  A m e r i c a n  o w n e r s h i p  w i l l  n o t  a p p e a r  a s  a  t r a n s a c t i o n  

b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  t h e  f i r s t  c o u n t r y  b u t  a s  o n e  b e t w e e n  t h e  U n i t e d  

S t a t e s  a n d  t h e  o t h e r  c o u n t r y  o r  c o u n t r i e s .

I t  w o u l d  b e  f o r m a l l y  p o s s i b l e  t o  s p l i t  u p  e v e r y  m u l t i l a t e r a l  t r a n s a c t i o n  i n t o  a  

s e r i e s  o f  b i l a t e r a l  t r a n s a c t i o n s  a n d  b y  t h i s  m e a n s  t o  b r i n g  i n t o  b a l a n c e  t h e  s t a t e 

m e n t  f o r  e a c h  a r e a  i n d i v i d u a l l y .  T h i s  w o u l d ,  i n d e e d ,  b e  a  h i g h l y  d e s i r a b l e  

p r o j e c t ,  s i n c e  i t  w o u l d  s e r v e  i n  e f f e c t  t o  t r a c e  a l l  t h e  s t e p s  o f  w h i c h  m u l t i l a t e r a l  

t r a n s a c t i o n s  a r e  c o m p o s e d  a n d  t h u s  t o  e x p l a i n  c o m p l e t e l y  t h e  s u p p l y  a n d  u s e  

o f  t h e  c u r r e n c y  o f  a  g i v e n  c o u n t r y ,  a s  w e l l  a s  t h e  s a m e  c o u n t r y ’s  s u p p l y  a n d  u s e  

o f  a l l  o t h e r  c u r r e n c i e s  i n  w h i c h  i t  h a s  d e a l i n g s  ; b u t  u n f o r t u n a t e l y  s u c h  a  p r o j e c t  

i s  i m p r a c t i c a b l e  a t  t h e  p r e s e n t  t i m e .

14 U . S . T r e a s u r y  D e p a r tm e n t ,  W a s h in g to n ,  D . C ., a n n u a l .
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A p p e n d ix  C

S u p p l e m e n t a r y  I n f o r m a t i o n

Tabl e I V .— C i t i z e n  a n d  a l i e n 1 d e p a r t u r e s  f r o m  a n d  a r r i v a l s  i n t o  t h e  U n i t e d  S t a t e s ,  

b y  s e a  a n d  a i r ,  v i a  s e a p o r t s ,  1 9 4 0 - 4 5

T y p e  of tr a v e l a n d  region

C it iz e n s 2 A lie n s 2

D e p a r tu re s A rriv a ls D e p a r tu re s A rr iv a ls

SEA 1940

E u ro p e  a n d  M e d ite rra n e a n :
A lgeria , M orocco, a n d  T u n is ia _____________ 13 35 6 36

47 28 1,484
D e n m a rk ...... ............. . ........... ........... .................. 2 17 6 29
E g y p t------- -------------- ------- --------------------- 64 237 37 126

2 2, 790 447
F in la n d __________________ ____ - ________ 1 91 73 484
F ra n c e ------ ------- -------- ---------------- ----------- 18 730 505 2,656
G ib ra lta r  a n d  M a l ta ................. . .............. ......... 3 22 6 333
G reece....... ........................ . ......... . ........ . ......... . 62 691 495 942
Ic e la n d ---------- ---------------------- ----------------- 17 10 75 77
I t a ly ................................... . ................................ 1,983 7,352 4,315' 14,475
N e th e r la n d s .----------- -------------- ---------------- 3 67 319 1,429
N o rw a y .................. _............. . ............................. 72 432 953 981
P a le s tin e _____ _____ ___________  _______ 55 389 85 146
P o r tu g a l_____ __________________________ 417 3,339 1,801 6,971

26 1 3
S p a in ...................................................... . ............. 57 194 687 861
S w e d e n ............ .................................— ......... —- 55 314 741 774
S y r ia ........ .......................... . ........— ................... 58 81 32 40
T u r k e y . ................................................................ 4 32 10 4
U n ite d  K in g d o m _________________ _______ 183 288 3,653 20,757
Y ug o slav ia ........................... ................ ................ 1 44 4 166

T o ta l,  E u ro p e  a n d  M e d ite r ra n e a n ------------- 3,070 17,228 13,832 53,221

F a r  E a s t:
A u s tr a lia ....... ........... . ........... . ........ . ................... 646 1,028 1,480 785
C h in a __________________ ______ ________ 2,042 5, 321 2,465 2,477
I n d i a . ___ ___________ ________ ____ _____ 351 764 105 241
J a p a n .......... ................... ............. . ......... . ........... 6,175 6,302 7, 504 6, 696
N ew  Z ea lan d  ________ ____ _________ _____ _ 208 274 557 233
P h i lip p in e s . -------- ----------------  --------------- 2,600 3,260 2,411 1,023
O th e r  n o n -M e d ite rra n e a n  A fr ic a ........................ 450 613 322 404
O th e r  n o n -M e d ite rra n e a n  A sia ----------- -------- 163 423 167 204
O th er  P ac ific  is la n d s --------- -------- -------------- 590 499 334 276

T o ta l ,  F a r  E a s t-------- ----------- -------- -------- 13, 225 18,484 15,345 12,339

B e r m u d a . . . ----- --- ------- ----------------- --------- 6,824 6,627 1,499 1,325
B ri tis h  G u ia n a .......... ........... .............. . ......... . 36 20 71 72
B ri tis h  H o n d u ra s ........................ . ................ ...... 54 78 59 148
B ri tis h  W e st In d ie s ---------------------------------- 9,690 10, 403 3,022 2,809
C a n a l Z one a n d  P a n a m a _____________ ____ 12,891 10, 249 1,362 2,227
C o lo m b ia .......... . ........ ........... ................ ............. 916 897 1,346 1,057
C osta  R ic a ----- ----------------- ---------------------- 744 392 433 380
C u b a . . . ......... . ........ . .............. . .......................... 46,934 48,664 13,340 14,946
D o m in ic a n  R e p u b lic --------------- -------- -------- 1,472 1,668 1,859 1,776

13 7 37 22
1 G u a te m a la ____________ ______ ____ ______ 2,258 2,727 575 649

555 852 335 322
H o n d u ra s ____ __________________________ 1,438 935 534 567

70 17 1
N e th e r la n d s  W e s t In d ie s ............ . ........... . ......... 1,715 1,850 1,108 981
N ic a ra g u a -------------- ------------- ------------------ 145 147 80 69
E l  S alva do r___ ___________________ ______ 31 13 88 51
V enezuela .......... ..................... . ................ ........... 2,103 1,878 2,504 2,164

T o ta l,  C a r ib b e a n ........... . ................................. 87,889 87,407 28,269 29,566
-------------- !-----------------

See fo o tn o tes  a t  e n d  o f ta b le .
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Tabl e I V .— Citizen  and a l ie n 1 dep artu res  from  and a rriva ls  in to  the U nited S ta tes,
by sea and air, v ia  seaports, 1940-45— C o n t i n u e d

T y p e  of tr a v e l a n d  region

s e a —c o n t i n u e d

S o u th ern  S ou th  A m erica  (n o n-C a ribb ean ) :
A rg e n t in a . ,______________________
B ra z il ......... . .................................. .........
C h ile ........... . ......................................... .
E c u a d o r_____ ____ ______________
P e r u ___________ ____ _______ _____ _
U ru g u a y .............. ...................................

T o ta l , so u th e rn  S ou th  A m e ric a ........ .

T o ta l ,  s e a . . . _____ _____ ________

AIR

E u ro p e  a n d  M e d ite rra n e a n :
E i r e . . ....... ..................... . ............. ......
P o r tu g a l____________ ____ ______
U n ite d  K in g d o m _____ _____ _____

T o ta l, E u ro p e  a n d  M e d ite rra n e an .

F a r  E a s t:
A u s tr a l ia .___________ ______ ___
C h in a . ......................... .......................
N ew  Z e a la n d ..____ _____________
P h ilip p in e s ____________________
O th e r P acific  I s la n d s ....... ..................

T o ta l,  F a r  E a s t ................. .............

C a rib be an :
B e rm u d a _____________ _____ ___
B ri tish  G u ia n a _________________
B ri tish  W e st I n d ie s _____________
C an al Zone a n d  P a n a m a _________
C o lo m b ia_____________________
C u b a ............ ......... . .................. .......
D om in ic an  R e p u b lic ____________
F re n c h  W e st In d ie s ______ _______
G u a te m a la ____________________
H a i t i_________________________
N e th e r la n d s  G u ia n a ____________
V e n e z u e la .. . ................................ .

T o ta l,  C a r ib b e a n _____________

S o u th e rn  S ou th  A m erica :
A rg e n tin a ........ ................ ................
B ra z il________________________
E c u a d o r______________________
P e r u _______ _____ ___ _____ ___

T o ta l,  so u th ern  S ou th  A m e r ic a .. .

T o ta l , a i r ___________________

G ra n d  to ta l,  sea  a n d  a i r_______

C itiz e ns  2 A lie n s 2

D e p a r tu re s A rr iv a ls D e p a r tu re s A rriv a ls

1940

1,871 1,972 1,077 1,432
2,121 1,811 1,454 1,620
1,160 819 1,125 893

262 190 357 281
781 676 757 579
107 7 114 9

6,302 5,475 4,884 4,814

110,486 128,594 62,330 99,940

112
70

193
14

1
510

1

104
66

320
5

495

1,301
2

6,084 
195 
103 

23,771 
225 
24

667
3
2

32,377

38

38

33, 226

143,712

1,603 
2

7,466 
988 
864 

22, 412 
361 

29 
2  

649 
14 

480

34,870

2
376

378

36,255

501
2

503

197

224

999 
58 
54 

4, 743 
100  
26

152

6,356

35

7,091

678
1

5
97
43

120
1

266

263
2

1,334 
476 
555 

4,185 
198 
26 

2 
105 

1
205

7,352

1
223

2

226

8,525

164,849 i 69,421 | 108,465

SEA 1941

E u ro p e  a n d  M e d ite rra n e a n :
A lgeria, M orocco, a n d  T u n is ia .
D e n m a rk __ ____ __________
E g y p t ........................................
E ir e ___________ __________
F in la n d ________ __________
F ra n c e ....... . ........... ......... . ......
G reece ....... . .......................... .
Ic e la n d ....... . ............. . ..............
N o rw a y ____________ _____ _
P o r tu g a l_______ ____ _______
S p a in . .............. ........... .............
S w ed en __________________
U n ite d  K in g d o m ............ .........
U . S . S. R __ ..............................

7
7
3

11

239'
. . . . .

37

674
38

2
828

28 
13 

4,074 
126 

1
297

6

9

48
1

41

1,105
1,537

30
1,572

10

650
4

25
124

10
142

8

13,386 
3,410 

40 
2,670 

105

T o ta l,  E u ro p e  a n d  M e d ite rra n e a n 4,801 4,353 2 0 ,8

See fo o tn o tes  a t  end  of ta b le .
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Tabl e IV.—Citizen  and a l ie n 1 departu res from  and a rriva ls  in to  the U nited S ta tes,
l y  sea and air, v ia  seaports, 19Jf0-45— - C o n t i n u e d

T y p e  o f tr a v e l a n d  reg ion

C it iz e n s 2 A l ie n s 2

D e p a r tu re s A rriv a ls D e p a r tu re s A rr iv a ls

sea—co n tin u ed 1941

F a r  E a s t:
335 617 1,000 1,904
548 4,421 

884
1,265

207
2,468 

656365
3,053 

76
4,079

iro
6,815 4,581 

969260
1,133 2,945 

880
1,819 1,419

6241, 265 
608

590
235 581 563

124 106 149 245

7,507 14, 277 12,686 13,429

C a rib be an :
9,188

104
4,967 

73
1,214

179
1,06$  

5 4
56 63 50 97'

17,756 
18,351 
1,008

12, 747 2,785
1,252
1,606

3,131
16,300

783
1,633
1,337

'490 493 437 396
45, 537 

1,411
9

45,852 10,046 12,677
1,698 1,622 1,471

19 66 478
2,492

458
2,830 

542
618 616
285 269

922 797 489 542
64 7 41 3

1,184
119

1,069
137

1,103 752
44 80

2 14 9 18
2,017 1,395 2,397 2, C55

101,168 89,786 24, 243 26,677

S o u th e rn  S ou th  A m erica :
1,650 
2,042

1,424 1,317 1,536
1,883 1,413 2,391

1,251 885 1,263 1,210
347 227 490 394
885 779 867 673
156 8 106 28

6,331 5,206 5,456 6,232

116, 602 114,070 46,738 67,201

AIR

E u ro p e  a n d  M e d ite rra n e a n :
1 2

43 21 122 43
695 856 820 1,244

4 4

T o ta l, E u ro p e  a n d  M e d ite r ra n e a n ............. . 738 878 946 1,293

F a r  E a s t:
1 4

132 51 64 83
7

167 93 200 285
328 512 103 166
205 92 7 9
159 47 64 49

O th e r P acific  is la n d s ------------------- ------- ------ 27 11 11 23

T o ta l,  F a r  E a s t________ _____ _________ 1,019 806 453 622

C a rib be an :
2,205

7
2,532 

3
641

4 3
7,670 8,789 603 1,646
i ;  471 1,710

1,157
402 766

8 673
30,584 

223
26,758 1,211 4,266

240472 4,627
1

35 31 111 66
6

H a i t i___ _______ ____ - ........... ........ ........... ...... 497 727 17 110

S ee fo o tn o tes  a t  e n d  o f ta b le  .
1 9 5



Tabl e TV .—Citizen  and a lie n 1 dep artures from  and a rriva ls  in to  the U nited S ta tes,
by sea and air, v ia  seaports, 1940-^5— C o n t i n u e d

T y p e  of tr a v e l a n d  region

C itiz e ns  2 A liens 2

D e p a r tu re s A rr iv a ls D e p a r tu re s A rr iv a ls

air —co n tin u ed  

C a r ib b e a n — C o n tin u e d

1941

1
114
29

11
26146 527

42,739 42,713 7,126 8,683

S o u th e rn  S ou th  A m erica :
5

117
65

981 ÏÔ8
1
3

502
1C h i le . . ._____ _________ ____ ______________

T o ta l,  s o u th e rn  S o u th  A m eric a ...... _......... . 122 981 177 503

44,618 45,378 8,702 11,101

G ra n d  to ta l,  sea a n d  a i r ............... . ................ . 161,220 159,448 55,440 78,302

1942

SEA

E u ro p e  a n d  M e d ite rra n e a n :
95 12

F ra n c e ................. ...... ........ .................. ................ 1
4

100 515 51 200
I t a ly ___________ _____ ______ _ _ 4
P o r tu g a l_______ ____ ______ 812 1,438

9
385 2,694 

2371 29
S w e d e n ____ _______ 257 4 2
U n ite d  K in g d o m ...................... 1,075 3,680 2, 561 17,112

282U . S . S . R __________ 218 18

T o ta l,  E u ro p e  a n d  M e d ite r ra n e a n _________ 2,083 6,117 3,060 20,536

F a r  E a s t:
A u s tr a lia ___ __________ 39
C h in a .________________ 51 5
I n d ia _______ _  _______ 28 23
J a p a n ________ ____ _____ 1,615 617

1 2,789 
2,794

298 4,047 
2,287O th e r A frica ____ ____ . 1,003

198
197

O th e r n o n -M e d ite rra n e a n  A sia__  ________ 25
O th e r P acific  i s l a n d s . . . . . ...................... 4

T o ta l,  F a r  E a s t . . . ....... . ........... 1,324 7,198 548 6,951

C a rib be an :
B e rm u d a . _____ ______________  ____ 2,973 

395
2,916 

11
175 226

21 4
B ritish  I I o n d u ra s ________ ____ ___________ 5 21 6 381

4,627 
3,057 

22

7,098 
7,981 

50

1,601 4,644 
442158

C o lo m b ia______  _____ 83 150
1 68 24 3 5

C u b a _________________ 4,347 
90

2,435
141

1,682 890
D o m in ic a n  R e p u b lic .............................. ........... 145 116

14 2 32
42 115 28 102

H a i t i  ............................... ........ 12 37 8 68
69 125 38 75

N e th e r la n d s  G u ia n a _________________ ____ 5 25 28 7
N e th e r la n d s  W e s t I n d i e s . . .____ ___________ 190 193 108 262

21 30 8 18
2

84 38 80 95

15,940 21,298 4,195 7,549

S o u th e rn  S o u th  A m erica :
73 118 185 306
4 9

140 169 m 307
C h ile __________ _________ _____ _____ _ 223 184 671 397
E c u a d o r . ......... .  ............ ........... . .................. 66 35 m 58

S e e  fo o tn o tes  a t  e n d  o f ta b le .



Tabl e IV.—Citizen  and a l ie n 1 dep artures from  and a rriva ls  in to  the U nited S ta tes,
by sea and a ir , v ia  seaports , 1940-45— C o n t i n u e d

T y p e  of tr av el a n d  reg ion

C itiz e ns  2 A liens  2

D e p a r tu re s A rr iv a ls D e p a r tu re s A rr iv a ls

sea—c o n tin u ed 1942

S o u th e rn  S ou th  A m erica—C o n tin u e d
P e r u _______ _____ _______________________ 62 114 . 278 157
U ru g u a y ................................................................ 12 13 4 14

T o ta l,  s o u th e rn  S o u th  A m e ric a___ ________ 580 633 1,369 1,239

T o ta l,  s e a _______ _______ _________ ____ 19,927 35, 246 9,172 36,275

AIR

E u ro p e  a n d  M e d ite rra n e a n :
E ir e .................... ............................... ........ 1,948 611 609 745

7 5
23 7

P o r tu g a l....... ............. . ........... . ....................... 510 338 168 461
U n ite d  K in g d o m ..... ............................. .............. 428 104 102 51
U . S. S. R ________________________ _____ _ 3 7

T o ta l,  E u ro p e  a n d  M e d ite r ra n e a n ___ ____ 2,889 1,083 886 1,260

F a r  E a s t:
53 71

59
O th e r n o n -M e d ite rra n e a n  A fr ic a ........................ 2, 255 582 127 297
O th e r n o n -M e d ite rra n e a n  A sia .......... .............. . 9 33 2 10

T o ta l,  F a r  E a s t_______ _________ ______ 2,317 674 129 378

C a rib be an :
B e rm u d a _____ _________________________ 3,221 3,962 776 1, 211
B ritish  G u ia n a__ ____ _______ ____________ 55 675 5 264

14
B ritish  W e s t In d ie s _________ _____ _______ 5,981 Ï2 ,Ï Ï9 1,892 3,463
C an al  Z one a n d  P a n a m a ______________ ____ 4,968 4,960 1,543 1,354
C olo m b ia --------------- --------------------- ------ -  . 2, 643 1,530 1,724 1,023

122 102
C u b a . ....... .................. .................................. ...... 17,923 15,591 7,033 7,576
D om in ic a n  R e p u b lic -------------------- ------ ------ 306 610 166 474

3 2
F re n c h  W e s t In d ie s . . .  . .  _________________ 13 8 73 10
H a i t i------ ------------------ --------------------------- 168 657 58 212

H o n d u ra s --------------------------------------------- 1 235 1 196
16 65 107

N e th e r la n d s  W e st I n d ie s ____ ______________ 224 27 2 8
3 3

V ene zue la____ ____________ ____ ________ 1,522 1,264 1,067 800

T o ta l,  C a r ib b e a n ----------------- ----------- ------ 37,180 41,608 14,442 16,701

S ou th ern  S o u th  A m erica :
3 23 6

B ra zil---------------- ---------------------------- ------ 5, 745 6,426 580 2, 461
C hile 8

T o ta l,  so u th ern  S o u th  A m eric a------------------ 5,748 6,434 603 2,467

T o ta l,  a i r ----------------- ------ --------------------- 48,134 49,799 16,060 20,815

G ra n d  to ta l ,  sea a n d  a i r_________________ 68,061 85,045 25,232 57,090

1943
SEA

E u ro p e  a n d  M e d iter ra n e an :
E ir e ____ - ------- ------------------------
G ib ra l ta r ........... ............. ................ .
Ic e la n d .----- -------- --------- -----------
I t a ly __________________________
P o r tu g a l--------- ------- -----------------
S p a in --------- -------- -------------------
S w ed en ___________________ ____
U n ite d  K in g d o m ...............................
U . S. S. R _____________________

T o ta l,  E u ro p e  a n d  M e d ite rra n e an .

4
202 44

25 559 45 209
14 31

465 412 1,585 890
19 27 33 185

33 6
1,491 3, 927 4,145 13,195

1 57 165 2,096

2,001 5,198 6,006 16,660

S ee fo o tn o tes  a t e n d  o f ta b le .

1 9 7



Tabl e I V .—Citizen  and a l ie n 1 departu res  from  and a rriva ls  in to  th e  U nited S ta tes ,
6 y  sea and air, v ia  seaports, ld l f i - I f i— C o n t i n u e d

T y p e  of tra v e l a n d  reg ion

C it iz e n s 2 A lie n s 2

D e p a r tu re s A rriv a ls D e p a r tu re s A rr iv a ls

sea—con tinu ed 1943

F a r  E as t:
A frica 3--------- ------ --------------  ---------------- 348 4,427 91 1,315
A sia 4______  ______  _______ ____ _____ 531 2,209 159 2,125
O cean ia----------- ------ -------------------------- l . . . 257 6,422 311 2,722

T o ta l,  F a r  E a s t ....... - ......... . .  - ........ ......... 1,136 13,058 561 6,162

C a rib be an :
B e rm u d a ..................... .  ............ ... ........... ......... 46 2,427 357 97

1
26 1 156

B ri tis h  W e st In d ie s ______________________ 505 3,470 9,091 13,854
C a n a l Z one a n d  P a n a m a __________________ 498 4, 511 22 680
C olo m b ia _______ _______________________ 116 8 98 152
C o s ta  R ic a_____ ________________________ 14 28 7 25
C u b a . ........... . .............. ............. ........ .................. 4 122 7 123

4 3
540

F re n c h  W e s t In d ie s _______________ ____ _ 2 11 14 130
1

2 1 6
H o n d u ra s ______ _____________  _________ 20 72 5 96
N e th e r la n d s  G u ia n a . ______ _______________ 1 3 10 21
N e th e r la n d s  W e st I n d i e s __________ ____ _ 440 266 109 286
N ic a ra g u a ___ _________________________ _ 1 296 1 1

8 1 1
V e n e z u e la .. . ......... . .............. ................... ........... 1 26 2 3

T o ta l,  C a r ib b e a n _________ ____ _________ 1,658 11,812 9, 726 15, 634

S ou th ern  S ou th  A m erica :
A rg e n tin a _____  ___  _____ _____________ 46 113 130 407
B ra z il______________  _________________ 1 178 16 201
C h ile .____ _____________________________ 113 148 121 266
E c u a d o r________________________ _______ 17 23 13 35
P e r u . ................. ........... ........ ........... ................... 08 34 34 185

1 1 35

T o ta l, s o u th e rn  S ou th  A m erica _____ ____ _ 246 497 314 1,129

T o ta l,  s e a _____________________________ 5,041 30, 565 16,607 39, 585

AIR

E u ro p e  an d  M e d ite rra n e an :
E ire _______________________  __________ 1,475 786 370 704

3
135 8

5
P o r tu g a l .___ _______  __________________ 204 146 48 139
U nite d  K in g d o m ______________  . . .  ______ 1,274 4,809 174 355
U . S. S. R ____________________ 3 39

T o ta l,  E u ro p e  a n d  M e d ite r ra n e a n .................. 2,953 5,884 031 1,209

F a r  E a s t:
A fr ic a 3____ _____ ____ ____________ _•........... 1,304 1,531 60 540
A s ia 4______________  __________________ 564 16 13 20

265

T o ta l,  F a r  E a s t________________________ 1,868 1,812 73 707

C ar ib be an :
B e rm u d a ......... ........... ............. ............. ........ ...... 2,059 2,784 1, 104
B ritish  G u ia n a ______ _____ ____ ______ ___ 949 1,207 162 246
B ritish  H o n d u ra s ___________  _ ________ 16
B ritish  W e s t In d ie s ______________________ 4,860 10, 240 7,325 9,068
C a n al Zone a n d  P a n a m a __ _____ _________ 8,314 8, 325 2,024 2, 488
C o lo m b ia ____________  _ ________________ 2,450 241 2,163 143
C osta  R ic a ___________________ ____ ______ 356 26 143 4
C u b a _____ ____________________________ 11,390 17, 300 5, 681 13,632
D om in ic a n  R e p u b lic___________ _________ 837 1,030 437 442

7 3
17 32 78

G u a te m a la __ _ _____ ________ _______ 603 511 224 318
H a i t i_________ ____ _________________ 457 299 267 237

23 670
N e th e r la n d s  G u ia n a .................................. . 250 41 61 31
N e th e r la n d s  W e st In d ie s__________________ 751 27 319 90

S e e  fo o tn o tes  a t  e n d  o f ta b le .

1 9 8



Tabl e I V .—Citizen  and a l ie n 1 departu res  from  and a rrivals in to  th e  U nited S ta tes,
t>y sea and air, v ia  seaports, 1940-45— C o n t i n u e d

T y p e  of tra v e l a n d  region

C it iz e n s 2 A liens !

D e p a r tu re s A rr iv a ls D e p a r tu re s A rriv a ls

air—c o n tin u ed 1943

C a rr ib b e a n —C o n tin u e d
1 48 33
1 77 94

1,283 170 709 109

34, 624 43,028 20,690 28,808

S o u th e rn  S ou th  A m erica :
2 7 1 19

10,246 10,377 1,327 4, 576 
7

10,248 10,384 1,328 4,602

49, 693 61,108 22,722 35,326

54,734 91,673 39,329 74,911

SEA
1944

E u ro p e  a n d  M e d ite rra n e a n :
22 87 51

30 6
6 15 74 250

67 863 1 57
787 1,310

32
981 1, 590 

17582 135
9 2 107 114

U n ite d  K in g d o m ________  ______ _____ ___
u .  S. S. It _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

843
1

8,407
25

5,593
9

13,855 
64

847 171 5,600

T o ta l,  E u ro p e  a n d  M e d ite r ra n e a n _________ 2,664 10,942 12, 500 16,162

F a r  E a s t:
908 2, 776 

1,289 
5,424

273 1,191 
4,824 
3, 232

829 964
400 696

2,137 9, 489 1,933 9,247

C a rib be an :
8 42 135 485

3 46
1 22 8 1,307 

28,867449 1,469 
1,395

13,042 
2460 ' 378

10 2 5 11
14 9 21 18

104 96 79 138
3 22

11 15 670 813
1 16 1 5
2 19 2 6

24 63 44 113
3 31 36

53 197 78 611
2

4
4 32 10 68

744 3,380 14,157 32,926

S o u th e rn  S o u th  A m erica :
130 243 146 370
52 87 21 104
27 105 55 110

2 9 15 93
102 48 95 40

1 18 5 9

314 510 337 726

5,859 24,321 28, 927 59,061

S ee  fo o tn o tes  a t e n d  o f ta b le .

1 9 9



Tabl e I V .-—Citizen  and a l ie n 1 departu res  from  and a rrivals in to  the U nited S ta tes,
6 y  sea and air, v ia  seaports, 1940-45— C o n t i n u e d

T y p e  of tra v e l a n d  region

C it iz e n s 2 A lie n s 2

D e p a r tu re s A rr iv a ls D e p a r tu re s A rr iv a ls

AIR 1944

E u ro p e  a n d  M e d ite rra n e a n :
1,533 660 311 1,086

67360 405 54
246 1,110 20 79

10 25
1,016 
6,573

1,285 105 229
29,742 

1
1,050 1,137

U . S. S. R  I  ............................................... .
6,342 935 197 103

16,080 34,163 1,737 2,701

F a r  E a s t:
9,974

137
20,541

158
209 2,887 

51111
476 770 228 298

10, 587 21,469 448 3,696

C a rib be an :
3,253 

319
6,165

246
1,819 2,139
'555 '233

227 156
3,139 
7, 585 
1,835 

777

4,513 
9,622 

27

10,282 
2,303 
2,142 

524

8,084
3' 720

46
2 27

9,754 
1,525

22,824 
1,738

6, 877 
885

22,225 
510

2
30 12 49 83

2,357 
771

1,130
137

832 1,020
99529

7 272 3 450
144 7 74 31
695 75 482 118

60 197 21 345
20 33 6 33

2,416 14 . 1,606 67

34,689 47,241 28,989 39,386

S ou th ern  S o u th  A m erica :
18 6 3 40

1
4,238 2,499 

1
2,356 2,601

1C hile ............................... .................................... .
4 21

1
1 2

1

4,257 2,511 2,360 2,666

65,613 105,384 33,534 48,449

71,472 129, 705 62,461 1C7,510

SEA
1945

E u ro p e  a n d  M e d ite rra n e an :
1

126 420 246 380
24 46 81 204

1,870 
1

5, 516 
9

2, 501 4,185 
344

4 26 2
154 1,216

62
100 361

7 66 206
257 2, 846 175 755

1,195
158

1 , 676 
99

358 742
76 263

37 51 168 502
251 215 2,139 

94
2,148

P o lan d -D an zig ___ _______________ _______ 5 2 10

S ee  fo o tn o tes  a t e n d  o f ta b le .

2 0 0



Tabl e I V .—Citizen  an d a l ie n 1 dep artures from  and a rriva ls  in to  the U nited S ta tes,
l y  sea and air, v ia  seaports, 1940-45— C o n t i n u e d

C itiz e ns  2 A liens  2

T y p e  of tr a v e l a n d  region

D e p a r tu re s A rr iv a ls D e p a r tu re s A rr iv a ls

sea—co n tin u ed 1945

E u ro p e  a n d  M e d ite r ra n e a n —C o n tin u e d
897 1,253 

31
1,077 988

4 ' 108 75
260 175 1,273

653
921

277 337 476
16 16 32 86

4,696
7

5,939 9,367 8,439 
84U  S. S. R  ......... ........................... ................ 7 184

3 20
837 5,040 30

11,087 19,942 23, 762 20,891

F a r  E a s t:
623 2,001 

3,657
456 1,187

1, 239 1,648 8', 069 
6,1431,794 16,020 1, 729

3,656 21,678 3,833 15, 399

C arib bea n :
493 320 398 608

5 1 36 179
1 8 1, 003 37

690 970 39, 628 
89

35,419 
5271,107 3,963 

3441 95 91
9 11 26

94 182 79 210
12 23 7 15
5 19 1,198 526

12 26 4 27
H a i t i  .............. . ......................................... 6 26 1 4

124 150 117 230
3 4 96 51

200 145 379 796
2 3 1 7
5 30 3

189 103 455 164

2,989 5,986 43,627 38, 920

S o u th e rn  S o u th  A m er ica :
420 385 515 998

1
562 507 463 542

C hile  ......... —................ ..................... . 99 96 96 261
14 10 48 91
67 45 69 90
15 34 25 52

1,177 1,077 1,217 2,034

18,909 48,683 72,439 77,244

AIR

E u ro p e  a n d  M e d ite rra n e a n :
1
1
2
2 1 1

2,219 
5,012

2,169 
13,131

695 919
149 963

124 16 3 2
3

1,583 1,685 204 199
82 8 4

333 555 30 28
48 43 5 5

1
5

2,272 11,979 244 546
130 228 237 311

1
4,319 

10,096
9,944 2,052 2,930

174 654

26,228 39,933 4, 279 5,908

See footnotes a t  e n d  of ta b le . 
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Tabl e I V .—Citizen  and a l ie n 1 dep artures from  and a rriva ls  in to  th e  U nited S ta tes,
by sea and air, v ia  seaports, 1940-45— C o n t i n u e d

T y p e  of tr a v e l a n d  region

C itize ns 2 A liens 2

D e p a r tu re s A n  iva ls D e p a r tu re s A rriv a ls

air—con tin u ed 1945

F a r  E a s t:
N o n -M e d ite rra n e a n  A fr ic a ............... .................. 11,299 11,573 644 1,670
N o n -M e d ite rra n e a n  A sia -------------------------- 105 79 94 100
O ce an ia ____________ _________ ____ ____ _ 2,197 2,384 689 570

T o ta l, F a r  E a s t .............................. ........ .......... 13,601 14,036 1,427 2,340

C ar ib b e a n :
B e rm u d a ............. . ............................. .................. 4, 970 7,876 1,829 2,756
B ritish  G u ia n a ........................................ . _ . ........ 137 231 169 181

42 4
B ri tis h  W e s t In d ie s .......... ............. ........ ......... . 3,891 4,031 6, 791 8,305
C an al Z one a n d  P a n a m a ------ ------ -------------- 7,879 6,228 2,353 4,095
C olom b ia .............. ............................... ...... ........ . 2,613 2 3,006 51
C os ta  R ic a _____ ____ ____ . ______________ 718 12 827 464
C u b a .............. . ..................... .............  ........... 20,205 32,994 12,130 32, 483
D o m in ic a n  R e p u b lic ................. ............. ............. 2,161 1,568 1,426 848

10 1
F re n c h  W e s t In d ie s .............. . ........... .................. 42 9 40 50
G u a te m a la ............ ............................... ................ 392 106 176 956
H a i t i .......... ......... . ................... .................. ........ . 904 682 671 285

11 277
N e th e r la n d s  G u ia n a . ____________  _____ 93 56 106 2
N e th e r la n d s  W e s t In d ie s .................. .................. 1,714 575 1,296 1,189

36 477
4 299

V enezuela___________ _________ _____ ____ 2,736 7 2,286 64

T o ta l, C a r ib b e a n _______ ____ ___________ 48,465 54,429 33,148 52,786

S ou th ern  S ou th  A m erica :'
A rg e n tin a ----------- . . ------- . . ------ --------------- 29 3 15 50

11
B ra zil____________ ____ ________ _________ 3, 771 542 2,707 1,046
C h ile ______________ _____ _____ ________ 144 48

25
10

P e r u . .  ___  _____ ___________________ 2 2 5 61
1 8

T o ta l,  s o u th e rn  S ou th  A m eric a___  ______ 3,946 547 2, 728 1, 259

T o ta l,  a i r _ _______________________  _ 92. 240 108,945 41j, 582 62,293

G ra n d  to ta l,  sea a n d  a i r____________  ____ 111,149 157,628 114,021 139,537

1 I t  sho u ld  h e  n o te d  th a t  th e  b re ak -dow n  in to  c itizens a n d  a liens is  n o t e q u iv a le n t to  th a t  in to  re side n ts  
a n d  no n re sid e n ts  u se d  for ba lance-o f-paym en ts pu rposes.

2 B y  co u n try  of im m e d ia te  d es tin a t io n  or e m b arka tion .
3 In c lud es  M e d ite rra n e a n  A frica.
4 In c lud es  M e d ite rra n e a n  A sia.

Source: Im m ig ra tio n  a n d  N a tu ra liz a tio n  Service, U . S. D e p a r tm e n t of Ju stic e .

Ta bl e V .-— R e s i d e n t s  o f  th e  U n i t e d  S t a t e s  d e p a r t i n g  f o r  o v e r s e a  d e s t i n a t i o n s ,  b y  

g e o g r a p h i c  a r e a  a n d  b y  c l a s s  o f  t r a v e l e r ,  1 9 4 0 - 4 5 1

C lass of trav eler 1940 1941 1942 1943 1944 1945

U n ite d  S ta tes  c itizens (exclud ing  cru ise ). 
A lien  residen ts  of th e  U n ite d  S ta tes:

E u ro p e  a n d  M e d ite rra n e a n

3,492

7,347 
2, 257 

1

2, 334

4, 454 
2,334

4, 972 

1,424

4,954

1,130 
622

18, 744

1,556
1,441

37,315

2,974 
6, 726E m ig ra n ts .......................................... .

T o ta l_______  _____________ _ 13,097 9,122 6, 396 6,706 21, 741 47,015

U n ite d  S ta tes  c itizens (excluding  cruise) 
A lien  residen ts  of th e  U n ite d  S ta tes:

O cean ia a n d  n on -M e d ite rra n e an  A sia a n d  A frica

13,614

3, 209 
3,693 

20

8, 526

2,496 
3, 321

3,641

207

3,004

147
31

12, 724

219
189

17,257

286
742

C ru ise  passengers____________________

T o ta l___ ____ _____ 20, 536 14, 343 3,848 \ 3,182
1

13,132 18,285

S ee fo o tn o tes  a t  e n d  o f ta b le .
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Ta bl e V.— R e s i d e n t s  o f  th e  U n i t e d  S t a t e s  d e p a r t i n g  f o r  o v e r s e a  d e s t i n a t i o n s ,  b y  

g e o g r a p h i c  a r e a  a n d  b y  c l a s s  o f  t r a v e le r ,  1 9 4 0 - 4 5 '— C o n t i n u e d

C lass of tr av eler 1940 1941 1942 1943 1944 1945

U n ite d  S ta tes  c itizens (excluding  c ru is e ) ..  
A lien  re side n ts  of th e  U n ite d  S ta tes : 

T e m p o ra ry  v isito rs  a b ro a d ............. .

C a r ib b e a n 2

120,266

1,831 
1,864 

33,414

143,907

1,852 
2,187 

32, 465

53,120 

1,125

36,282

1,150 
64

35,433

1,456 
191

51,454

2,328
494

20

T o ta l ......... ...... ..................................

U n ite d  S ta tes  c itizens (exclud ing  cru ise ). .  
A lien  re side n ts  of th e  U n ite d  S ta tes:

T e m p o ra ry  v isito rs  a b ro a d ........ .........

157,375 180,411 54,265 37,496 37,080 54, 276

S ou th ern  S ou th  A m erica 3

6,340

150
544

1,316

6,453

143
686 

2,083

6,328

85

10,494

67
39

4,571

86
108

5,123

131
423

T o ta l_________________ ______ _

U n ite d  S ta tes  c itizens (excluding  c ru ise ). .  
A lien  re side n ts  of th e  U n ite d  S ta tes: 

T e m p o ra ry  v isito rs  a b ro a d ----- ------ -

8,350 9,365 6,413 10,600 4,765 5,677

T o ta l

143,712

12,537 
8,358 

* 34,753

161,220

8,945 
8,528 

34, 548

68,061

2,841

54,734

2,494
756

71,472

3,317 
1,929

111, 149

5,719 
8,385

20

T o ta l ....... ...... .....................  ......... .

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

199, 360 213,241 70,922 57,984 76,718 125, 253

1 T ra v e l b e tw een  th e  U n ite d  S ta te s  a n d  C a n a d a  a n d  M exico  is excluded ; tra v e l v ia  C a n a d ia n  seaports , 
tr a v e l v ia  a irc raf t, a n d  tr a v e l b e tw e en  in su la r possessions of th e  U n ite d  S ta tes  a n d  fore ign  cou n tries a re  
in c lude d . T o ta ls  sho w n  fo r a lie n  re side n ts  of th e  U n ite d  S ta te s  w ill d iffer from  th e  to ta ls  in  ta b le  V I 
ow ing  to  c e rta in  a d ju s tm e n ts  in  to ta l a lie n  figu res to  exclude ag ric u ltu ra l w orkers from  th e  C ar ib be an .

2 In c lud es  C olom bia ; V enezuela, a n d  th e  G u ianas.
3 E xcludes C olom bia , V enezuela, a n d  th e  G u ianas.
* In c lud es  tw o  p assengers on  w orld  cruises.

Source: B ased  u p o n  reco rds of Im m ig ra tio n  a n d  N a tu ra liz a tio n  Service, U . S. D e p a r tm e n t of Ju stic e .

Tabl e V I .-— T o t a l  p a s s e n g e r  t r a f f i c  ( e x c l u d i n g  c r u i s e s )  b e t w e e n  t h e  U n i t e d  S t a t e s  

a n d  o v e r s e a  c o u n t r i e s ,  b y  c l a s s  o f  t r a v e l e r ,  1 9 4 0 - 4 5 1

C lass of tra v e le r 1940 1941 1942 1943 1944 1945

U n ite d  S ta te s c itiz ens ............. . ..................
r  A lien  re side n ts  o f th e  U n ite d  S ta tes:

T e m p o ra ry  v isito rs  a b ro a d ..............
E m ig ra n ts -----------------  -----------

A lien  v isito rs  to  th e  U n ite d  S ta te s ---------

T o ta l ............ .............. .......................

U n ite d  S ta te s  c itiz e n s ......... . ................... .
A lien  re side n ts  of th e  U n ite d  S ta tes:

T e m p o ra ry  v isito rs  a b ro a d .............  .
Im m ig ra n ts --------------------------------

A lien  v isito rs  to  th e  U n ite d  S ta te s ---------

T o ta l----- ------------ -------------------

O u tb o u n d

143,712

12,537 
8,358 

48, 526

213,133

161, 220

8,945 
8, 528 

37,953

68,061 

2,841 

22,391

54,734

2.529 
740 

36,060

71,472

3,392 
1,883 

57,186

111,149

5,797 
8,395 

98,800

216,646 93,293 94,063 133,933 224,141

In b o u n d

165,425

12,537 
42,068 
54,543

159,732

8,945 
24,436 
45,523

85,792

2,841 
6, 585 

48,542

92,121

2,529 
6,065 

65,503

129,839

3,392 
8,954 

94,001

158,311

5, 797 
15,631 

119,626

274,573 238,636 143,760 166, 218 236,186 299,365

* T ra v e l be tw e en  th e  U n ite d  S ta te s  a n d  C a n a d a  a n d  M exico  is  exc lude d ; tra v e l v ia  C a n a d ia n  seap orts , 
tra v e l v ia  a irc ra f t, tra v e l be tw een  in su la r possessions of th e  U n ite d  S ta te s  a n d  fo re ign cou n trie s, an d  trav el 
b y  a g ric u ltu ra l w orkers from  Jam aica , B arbad os, a n d  th e  B ah am a s  are  in c lud ed .

Source: B ased  u p o n  reco rds  of Im m ig ra tio n  a n d  N a tu ra liz a tio n  S ervice, U . S. D e p a r tm e n t o f Ju stic e .
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Tabl e V I I . — A rr iv a ls  an d dep artures  o f resid en ts  o f oversea coun tr ie s  a dm itted  to  th e  U n ited  S ta te s  as tem porary  v is i to r s , 19JfO-Jf5

1940 1941 1942 1943 1944 1945

C o u n try

A rriv a ls D e p a r 
tu re s A rriva ls

D e p a r 
tu re s

A rriva ls D e p a r 
tu re s

A rriv a ls D e p a r 
tu re s A rriva ls D e p a r 

tu re s A rriv a ls
D e p a r 
tu re s

E u ro p e  a n d  M e d ite rra n e a n :
846 131 350 38 116 10 56 6 52 11 559 233

26 9 15 9 2 5
56 6 15 3 10 27 26 3 56 27

274 401 71 41 288 5 52 1 137 1 384 284
55 59 43 7 82 19 61 114 136 21 233 42
88 106 129 25 135 29 165 36 164 28 124 72
13 7 1 33 23 14 9

117 310 71 19 16 13 1 22 4 56 14
3,603 1,459 1,939 

151
287 588 40 275 27 1,045 72 4,703 1,101

245 975 116 149 1 12 147 1 101 6
399 540 91 10 181 25 44 2 59 620 38
185 115 86 39 3 1 18 9
68 62 112 34 129 44 139 30 271 44 289 30

1,096 666 190 78 250 1 24 7 55 7 249 64
43 9 26 50 24 9 13 4
89 11 150 3 1 3 2 2
35 9 10 1 2 5 7 2
70 5 95 10 27 1 66 2 462 2 244 17

699 506 208 63 349 27 205 69 170 33 1,053 230
698 633 425 116 907 25 508 24 375 18 2,246 1, 510
141 131 72 21 9 1 17 1 31 10 136 65
181 35 206 7 49 6 1,503 5 215 16 268 21
408 296 532 221 102 48 155 82 473 55 262 172

88 51 78 56 4 24 8 5
2

936 457 466 298 108 21 136 28 464 77 428 1,073
387 395 227 103 168 15 129 37 275 65 916 258
895 281 516 170 95 32 40 6 98 9 325 229

14 9 6 1 9 1 5 17 1 89 6
121 32 95 4 72 2 44 1 280 18 306 72

U . S. S. R _______ _______ - ____ __________ 288 234 281 242 540 56 1,999 158 2, 719 326 1, 714 753
11,085

93
3,503 7, 729 2,631 21, 346 2,776 17,293 3,888 17,945 10,107 11,047 7,143

84 71 6 140 1 19 3 54 3 68 24

O th er  E u ro p e ----- ------ ------- -------------------  -- 20 17 8 13 1 10 2 5 8 18 5

23,362 11, 598 14,471 4, 712 25,945 3,187 23,038 4, 530 25, 770 10, 940 26, 538 13,496

O ceania, n on -M e d ite rra n e a n  A sia a n d  A frica:
707 1,264 2,045 861 2,067 175 1, 923 257 1,574 725 1,673 1, 527

2, 613 1, 633 2, 925 1, 045 723 56 742 100 1,307 82 4, 209 858
5 1 1 6 8 7

413 331 338 344 479 20 353 42 2,140 165 2,918 770

\  *



2
0
5

I r a n _______________________  - - - - - ____ 22 11 n . s . s . n .  s. s. 2 2 20 5 75 13 148 11

I r a q __________  ___________  ___________ 36 25 n . s. s . n . s . s. 13 3 3 2 43 1 54 8

1,388 1, 207 931 941 91 53 99 7

L ib e r ia ________  ________________________ 5 5 n . s . s. n . s . s. 6 4 26 10 39 1 40 5

N ew  Z e a la n d _____ _______________________ 220 427 1,143 221 1,333 95 789 41 1,364 127 472 361

485 391 517 308 86 83 42 2,407 150

U n io n  of S o u th  A frica  ___ ________________ 176 117 n . s . s . n . s . s. 164 90 75 4 168 27 490 52
53 70 8 3 4 17

O th e r n o n -M e d ite rra n e a n  A fr ic a . .............. ...... 291 301 387 507 303 105 386 242 628 232 517 318
O th e r n o n -M e d ite rra n e a n  A s ia . — ................. 156 116 220 151 135 10 50 8 196 15 109 93
O th e r O cean ia_____ ____ ____________ _____ 358 337 479 261 1,164 14 237 41 139 30 141 196

T o ta l____ ____________________ _________ 6,923 6, 235 8, 985 4,639 6, 574 574 4,748 753 7,720 1,426 13,302 3,863

C ar ib be an :
B ri t is h  G u ia n a . . ........................... ........................ 75 82 76 102 158 69 131 13 366 18 314 67
B ritish  H o n d u r a s ____________ ______ ______ 82 63 88 55 418 5 93 10 1,330 7 193 270
B ritish  W e st In d ie s  1.......... ......  ................ 2,882 3,407 2, 957 2, 985 4,384 2,162 22,298 9,467 35, 623 11,825 46,134 16, 742
C a n a l Z one a n d  P a n a m a ......... . ........... ................ 868 766 721 692 455 76 664 67 992 54 1,213 255
C olo m b ia ............ .................... ................... ........... 1,474 1,448 1,550 1,756 848 188 1,109 24 1,862 26 3,028 201
C o s ta  R ic a . .  ........................... - ...... ........... . 416 366 404 340 279 19 439 38 611 84 904 39
C u b a _______  _____________  _________ 10,761 11,048 10,185 9, 768 5,018 2, 524 4,959 52 7,134 186 12, 522 329
D o m in ic a n  R e p u b lic ______________  ______ 1,326 1,590 1,048 1,380 378 256 649 170 1,114 276 1,470 454

1 3 1 3 1 6 142 8
F re n c h  W e s t In d ie s ______________ ________ - 28 38 29 72 46 5 277 26 463 569 397 1,255
G u a te m a la _______________________________ 440 307 466 304 262 14 360 68 669 80' 1,084 16

276 296 286 264 201 15 192 8 323 23 604 26
H o n d u ra s________ ______ ___  ________ - 379 407 420 407 227 36 246 35 325 31 498 79
N e th e r la n d s  G u ia n a ...... ........... ......... .................. 25 12 24 35 56 30 149 9 361 16 216 60
N e th e r la n d s  W e s t In d ie s ------ -------------- ------- 669 686 567 723 283 100 551 30 1,442 82 1,870 253
N ic a ra g u a -----  ----- ------- ---------------- -------- 94 98 143 112 177 7 229 16 377 29 499 22
E l S a lv a d o r . .  _____________  . ------------- 218 192 272 171 238 4 350 34 560 50 795 63

2,434 2,490 2,322 2,442 929 198 1,032 22 2,039 36 2,990 429
12,076 20,431 33, 456 1,682 66,838

T o ta l .  _______________ _________ ____ 22,448 23,299 21, 558 21,609 14,357 17,787 33, 729 30, 521 55,597 46,990 76,421 87,398

S o u th e rn  S o u th  A m erica  (n o n-C a ribb ea n ) :
A rg e n tin a___  ________________  ____ 1,136 1,048 1,255 1,104 610 299 672 115 633 83 1,604 303

115 182 128 134 172 55 150 8 197 13 210 20
1,282 1,052 1,686 1,170 1,274 192 2,148 13 2,437 26 3,346 328

C h ile ____ ____ _____ ______________ ______ 775 820 1,204 1,031 551 311 640 91 797 52 1,048 111
E c u a d o r_____ _____ ____________  ___ ___ 273 376 397 485 299 88 347 19 522 31 673 59

16 17 29 21 45 8 75 4 41 4 61
652 681 724 815 512 250 685 42 939 59 1,162 77

U ru g u a y .............. .......... ......................................... 94 118 185 104 150 73 161 8 294 9 392 53

T o ta l____________________  ____ _____ 4,343 4, 294 5,608 4,864 3, 613 1,276 4,878 300 5,860 277 8,496 951

G ra n d  t o ta l__________  . .  --------------------- 57,076 45,426 50,622 35,824 50,489 22,824 66,393 36,104 94,947 59, 633 124,757 105, 708

1 In c lu d e s  B e rm u d a . n .  s . N o t  specified .
n .  s . s . N o t  s e p a ra te ly  s ho w n . S ource : Im m ig ra tio n  a n d  N a tu ra liz a tio n  S ervice, U . S. D e p a r tm e n t  of Ju s tic e .



Tabl e VIII.—E stim a te d  receip ts  from  Canadian tra ve le rs  to th e  U nited S ta te s ,
1 9 4 0 -4 5

[In  m il lio ns  of U n ite d  S ta te s  dollars]

M e an s  of t ra v e l 1940 1941 1942 1943 1944 1945

A u to m o b ile ._____ _________ ____ ____ 9.5 3.5 2.4 1.7 3.5 7.3
T r a in _________________ _____________ 18.3 7 .6 12.1 20.3 30.1 38.7
B o a t .......... . ........................  .......... ... 1.1 .6 .5 .6 1.0 1.7
B u s  i __________ ______ ____ ____ ___ 2 .9 1.3 2.4 2 .9 7.9 14.3
A irp la n e___ _________ . . .  ___________ .5 1.1 1.0 1.1 2 .2 3 .5
O th e r 2............................ ......  ................... 4 .1 2 .3 3 .4 4 .3 7.2 10 .0

T o ta l ......... ......................................... 36.4 16.4 21.8 30.9 51.9 75.5

1 E xc lu sive  of loca l b us .
2 In c lud es  p e d e s tr ia n , loca l b us , e tc .

Sources: U . S. D e p a r tm e n t  of C om m erce , Office of B us in ess  E conom ics, In te rn a tio n a l E co nom ics D iv i 
s ion ; C a n a d a 's  D e p a r tm e n t  o f T ra d e  a n d  C om m e rce , D o m in io n  B u re a u  o f S ta tis tic s , In te rn a tio n a l P a y 
m e n ts  B ra n c h .

Tabl e IX.— E s t i m a t e d  p a y m e n t s  fr y  U n i t e d  S t a t e s  t r a v e l e r s  t o  C a n a d a , 1 9 4 0 - 4 5  

[In  m illions  of U n ite d  S ta te s  dollars]

M e an s  of tr a v e l 1940 1941 1942 1943 1944 1945

45.0 49.1 23.6 15.5 22.2 49.7
R a i l ...................................................... . 24.0 25.4 29.1 44.5 61.1 59.3

5.5 6.4 3 .6 5.5 7.2 11.7
5 .2 6 .4 5.5 4 .5 5.7 11.9
1.2 2 .7 2 .7 2.7 2.9 5.9
8 .2 7.3 7.3 6 .4 6.8 11.0

89.1 97.3 71.8 79.1 105.9 149.5

1 E xc lusive  of loca l b us .
2 In c lu d e s  p ed e s tr ia n , loca l b us , e tc .

Sources: U . S. D e p a r tm e n t o f C om m erce , Office of B usiness E conom ics, In te rn a tio n a l E co nom ics D iv i 
s ion ; C a n a d a 's  D e p a r tm e n t of T ra d e  a n d  C om m e rce , D o m in io n  B u re a u  of S ta tis tic s , In te rn a tio n a l P a y 
m e n ts  B ra n c h .

Ta bl e X .— D e p a r t u r e s  f r o m  M e x i c o  o f  f o r e i g n  t o u r i s t s  r e s i d i n g  i n  f o r e i g n  c o u n t r i e s ,

b y  m o n t h , 1 9 4 0 - 4 5

[In  h un dred s]

M o n th 1940 1941 1942 1943 1944 1945

J a n u a r y ........ ...... .............. ........ .................. 117 98 78 43 85 74
F e b ru a r y ____ _____ _______ _________ 150 126 66 54 97 84
M a rc h ................. .................. .............. .  ___ 154 127 66 71 104 91

F ir s t  q u a r te r__________ ________ 421 351 210 168 286 249

A p r i l___ ______ __________ _________ 104 100 58 77 94 87
M a y ....... ........ .............  ............ ................ . 79 93 65 95 81 82
J u n e ............... ............................. ................ 95 117 81 103 83 93

S econd  q u a r te r ....................... .  .  . 278 310 204 275 258 262

J u ly ...................................................... ........ 93 218 86 103 105 119
A u g u s t_________________ _______ ____ 133 266 105 164 134 164
S e p te m b e r.............. ................... .................. 81 151 88 123 98 154

T h i r d  q u a r te r .................................... 307 635 279 390 337 437

O ctob er .................................................. ...... 56 95 54 91 79 116
N o v e m b e r____________ ____ ________ 53 85 57 77 62 138
D e c e m b e r___________ ________ ____ 74 72 42 78 64 154

F o u r th  q u a r te r_________________ 183 252 153 246 205 408

A n n u a l t o t a l . . .............. ...... ........... 1,189 1,548 846 1,079 1,086 1,356

S ource : R e v is ta  d e  E s ta d ís tic a , M a y  1944 a n d  J a n u a ry  1947.
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Tabl e  X I . — P e r s o n a l  r e m i t t a n c e  r e c e i p t s , 1 9 4 0 - 4 5

[In  m il lio ns  of dollars]

A m o u n t A m o u n t

1940.
1941. 
1942

59.4 
42.6
40.4

1943.
1944.
1945.

45.3
44.9
46.6

Ta bl e X I I .— P e r s o n a l  r e m i t t a n c e  p a y m e n t s ,  b y  c o u n t r y , 1 9 4 0 - 4 5

[ In  m illions  of do lla rs]

A re a  a n d  c o u n try 1940 1941 1942 1943 1944 1945

T o ta l,  a l l a re a s______ _______ ___ 188.1 139.6 98.6 179.7 221.3 286.3

W e s te rn  H e m isp h e re . ......................... ...... 25.2 32.1 40.0 85.5 140.0 93.5

B ri tis h  depen den cie s in th e  C a r ib b e a n . 2 .5 4.1 6.1 14.9 21.6 11.9
C a n a d a .......... ................ ........ ........ ... 15.0 17.3 17.4 21.9 18.6 15.3
M ex ico__ ___ __________ ____ ____ 4 .5 5 .5 9 .7 41.8 92.1 59.8
O th e r  W e ste rn  H e m isp h e re ..... ......... . 3 .2 5 .2 6 .8 6 .9 7 .7 6 .5

E u ro p e  _______________  _________ 90.9 60.3 31.6 36.8 42.7 155.1

C zechoslovak ia  ................................. . . 1 ( ! ) .9
E i r e .  _______ _______ _______ _ 8 .7 7.5 7.4 8 .8 7.8 7.5

2 .0 2. 2 1.0 w 10. 5
G re e c e ..____ ___________________ 8 .4 4 .2 22.7
I t a l y . . _____ ___ _____ ___________ 34.5 19.9 12.4 50.3
P o la n d  ________________________ 1.1 . 1 1.0
S p a in ....... ............. ........................ ........ .8 .6 .5 .8 1.6 4 .4
S w ed en __________ ____ _________ 3 .9 3 .5 2 .7 3 .4 2 .9 4 .3
S w itz e r la n d _____________________ 1.8 3.9 3.5 4 .9 2.3 5 .2
U n ite d  K in gd o m  . . .  _ _________ 14.4 12.6 12.5 14.9 12.8 28.2
O th e r  E u ro p e ............... ........... ............. 15.2 5.8 4 .0 4 .0 2 .9 20.1

A sia_ _ ______ _____________ _________ 71.5 46.5 25.7 56.3 37.1 33.7

C h in a ___________ ____ _________ 24.9 lo .8 21.5 52.9 32.7 24.0
25.7 17.1 0 ) ( ! )

P a le s tin e ......... ................... .................. 2 .6 1.7 2.0 2 .6 2 .6 3 .9
O th e r  A s ia ___________  _________ 18.3 11.9 2 .2 .8 1.8 5 .7

O th e r ....... . .................. . ........ . ........... .......... .5 .7 1.3 1.1 1.5 4 .0

A fr ic a . _____ ______ _____ _______ _ .2 .3 .8 .4 .4 1.8
O ce an ia ......................................... ........ .3 .4 .5 .7 1.1 2 .2

i L ess th a n  $50,000.

Not e.—De t a i l  w i l l  n o t  n e c e s s a r i l y  a d d  t o  t o t a l s  b e c a u s e  o f  r o u n d i n g .
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Ta bl e X I I I . — I n s t i t u t i o n a l  c o n t r i b u t i o n s  to  f o r e i g n  c o u n t r i e s , b y  c l a s s  o f  i n s t i t u t i o n  

a n d  b y  g e o g r a p h i c  a r e a , 1 9 4 0 - 4 5  

[In  m il lio ns  of dollars]

Y ea r
T o ta l E u ro p e A sia A frica L a tin

A m erica
O th er
areas

P ro te s ta n t

194 0 ...______ _____________ 16.5 1.4 10.2 2 .3 2.4 0 .2
1941_______ ______________ 17.8 3.0 10.4 1.7 2 .6 . 1
1 9 4 2 ... ............................... . 15.9 3.1 7.5 2.1 3 .2 0 )
1943_____________________ 19.6 3 .7 9 .2 2 .6 4.0 . 1
1944_____________________ 23.2 6 . 1 9 .5 2 .5 4.9 .2
194 5 ..._______ ____________ 32.3 9 .9 12.6 3 .0 6 .2 .6

C atho lic

1940........ .................................. 3 .0 1.0 1.6 0 .3 « 0 .1
1941........................... .............. 3 .3 1.4 1.4 .4 (*) .1
1 9 4 2 ... .......... .................. .......... 2 .3 .9 .8 .5 0 ) O
1943__________ ___________ 3.5 1.0 1.9 . 5 (0 (0
1944_____________________ 7.1 4.1 2.0 .7 0 .2 (0
1945............................ . ............. 7 .9 4 .3 2.7 .5 .1 .3

Jew ish

1940___ ________ _________ 10.1 3 .2 6.1 0 ) 0.07 0.1
194 1 ............ . ........... 12.1 4 .3 7.1 (>) .6 (0
1 9 4 2 ... .______ _____ _______ 11.6 4 .2 6.8 w .6 t o
1943..___ ________________ 14.7 3.1 10.7 0 .2 .6 (0
1944___ _____ ____________ 27.2 10.9 15.3 .4 .6 0 )
1945.................. ........... ............. 37.2 20.0 15.9 .3 1.0 (0

N o n se c ta r ia n

1940........... ........ ................... 19.2 16.3 1.9 0 .2 0 .4 0 .4
1941.................. . ....................... 49.4 44.1 3.5 .9 .5 .4
-1942.................. . ........... ........... 35.0 24.9 7.3 .8 .8 1.2
1943............... . .................. ........ 76.8 51.0 13.0 4 .2 1.3 7 .3
1944_____________________ 123.5 89.8 18.2 4 .6 1.9 9 .0
1945______ __________ 156.4 118.8 26.2 1.0 1.7 8 .7

T o ta l

1940............. . ........... . 48.8 21.9 19.8 2 .8 3.5 0 .8
1941_____ _________ 82.6 52.8 22.4 3 .0 3 .7 .7
1942.................. ................... 64.8 33.1 22.4 3.4 4 .6 1 .3
1943............ . ............. 114.6 58.8 34.8 7.5 6 .0 7 .5
1944.......................... ................ 181.0 110.9 45.0 8 .2 7 .6 9 .3
1945________ _____________ 233.8 153.0 57.4 4 .8 9 .0 9 .6

1 L ess th a n  $50,000.

Not e—D e ta il  w il l n o t  nec essar ily  a d d  to to ta ls  bec ause  of ro u n d in g .
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Tabl e X I V .— I n c o m e  o n  i n v e s t m e n t s , b y  a r e a  a n d  t y p e ,  1 9 4 0 - 4 5

[ In  m il l io n s  o f do lla rs ]

A re a  a n d  ty p e 1940 1941 1942 1943 1944 1945

R ec eip ts

T o ta l ------------------ ------ -------------------- 564.0 544.3 514.2 508.3 572.4 555.3

L on g -te rm ---- -------- --------------------- 554.9 530.4 491.9 492.9 551.8 534.5
P or tfo lio ....... .............. - .............. 142.4 130.0 133.6 125.1 133.8 142.4
D ire c t_________ _____ _______ 412.5 400.4 358.3 367.8 418.0 392.1

S h o rt -te rm ____________ _____ ____ 6 .0 5.0 4 .0 4.0 4 .0 5.0
U . S. G o v e rn m e n t________________ 3.1 8 .9 18.3 11.4 16.6 15.8

S ter ling  a re a ........................................ ........ 76.7 65.6 80.7 78.4 79.7 75.5

L on g -te rm __________ ____ _______ 75.7 61.9 67.9 72.5 68.9 66.5
P or tfo lio_______ _______ ____ 14.6 14.6 14.5 14.4 14.4 14.4
D ire c t_____________ ____ ____ 61.1 47.3 53.4 58.1 54.5 52.1

S h o rt- te rm ----- ---------------------------- 1.0 1.0 1.0 1.0 1.0 1.0
U . S. G o v e rn m e n t------------------------ 2 .7 11.8 4.9 9 .8 8 .0

C a n a d a ________________________ ____ 231.5 215.5 215.8 204.6 205.5 205.3

L o n g -te rm ---- ----------------------------- 230.5 213.4 214.7 203.0 204.0 203.5

P or tfo lio _____________________ 102.9 92.8 100.7 93.5 103.0 110.5

D ire c t--------- -------- ---------------- 127.6 120.6 114.0 109.5 101.0 93.0
S h o rt -te rm ------  ----------  _ _ _ ------- 1.0 1.0 1.0 1.0 1.0 1.0
U . S. G o v e rn m e n t______ _________ 1.1 .1 .6 .5 .8

A m erica n  R e p u b lic s ............ . ............. ........ 170.7 198.1 195.6 200.3 259.9 238.4

L o n g -te rm _________ ______ ______ 167.7 194.8 191.4 194.6 255.3 233.6

P or tfo lio ____________ ______ 14.7 15.5 14.8 13.7 13.6 13.5

D ire c t ---------- ------------------ 152.9 179.2 176. 6 180.9 241.7 220.1
S h o rt -te rm __ _______________  . 2.0 2.0 2 .0 2.0 2.0 2.0

U . S. G o v e rn m e n t____ ___________ 1.0 1.3 2 .2 3.7 2.6 2 .8

O th e r_________________________ —— 85.1 65.1 22.1 25.0 27.3 36.0

L on g -te rm _____ ____ _________ — 81.0 60.3 17.9 22.8 23.6 30.8

P ortfo lio ____________ ____ ____ 10.2 7.1 3 .6 3 .5 2 .8 4.0

D ire c t______________________ 70.8 53.3 14.3 19.3 20.8 26.8
2. 0 1.0 1.0

U . S. G o v e rn m e n t.................... ........... 2 .1 3 .8 4 .2 2 .2 3 .7 4.2

P a y m e n ts

T o ta l ................... — ____ _____ _________ 210.1 186.9 158.7 155.2 161.5 167.6

L o n g - te r m ___  . ...... ..........- 204.1 180.6 151.2 146.0 149.3 153.4

U . S. G o v e rn m e n t_____________ . 6.0 6 .3 7 .5 9 .2 12.2 14.2

S te rling  a re a ----------- --------- -------------- 73.8 59.6 49.0 43.4 46.3 47.1

L on g -te rm -------------- ----------- -------- 73.3 59.1 48.5 42.9 45.8 46.6

U . S. G o v e rn m e n t.......... . ................... 0 .5 .5 .5 .5 .5 .5

C a n a d a --------  ------------- ------ ------------ 36.2 33.7 36.8 33.5 32.3 34.9

L on g -te rm ___________________  _ _ 35.7 33.2 35.5 31.4 28.2 30.7

U . S. G o v e rn m e n t________________ .5 .5 1.3 2.1 4.1 4 .2

A m erica n  R ep u b lic s .............. . ......... - ........ 10.4 9.1 8.0 8 .4 8.1 8 .3

L o n g -te rm -------- -------- ----------- ------ 10.4 9.1 8.0 8 .4 8.1 8 .3

O th e r________________ _____________ 89.7 84.5 64.9 69.9 74.8 77.3

L on g -te rm ................. . ........................ . 84.7 79.2 59.2 63.3 67.2 67.8

U . S. G o v e rn m e n t.............. ............. 5 .0 5.3 5.7 6 .6 7.6 9.5

Not e.—De ta il  w ill  n o t  n e c e ssa ri ly  a d d  to  to ta ls ,  b e ca u se  o f ro u n d in g .
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[In  m il lio ns  of dollars]

Tabl e X V . — I n c o m e  r e c e i v e d  f r o m  A m e r i c a n  d i r e c t  i n v e s t m e n t s  i n  s e l e c t e d

c o u n t r i e s ,  1 9 4 0 - 4 4

C o u n try 1940 1941 1942 1943 1944

S te rlin g  area :
4 .8 4 .5 7.0 7 .8 9.5
1 .2 .7 .8 .7 .6
.8 1 .4 2 .2 1.9 2.1

3 .6 2 .3 5 .3 6.5 5.1
9 .0 8 .2 5.4 5 .5 7 .0

35.8 26.2 28.1 32.1 26.8

C a n a d a __ _______ ________ ________ ________ 127.6 120.6 114.0 109.5 101.0

A m erica n  R ep u b lic s:
18.2 20.0 20.6 15.8 19.7
11.0 13.9 15.4 23.5 18. 7
39.0 41.7 35.6 34.6 31.1
16.1 27.0 26.4 19.9 27.5
1 .9 1.3 4 .7 5 .7 6 .7
2 .6 2. 2 3 .6 4 .4 3 .7
2 .4 2 .2 1.6 1.8 3 .6

12.0 12.2 14.6 16.9 15.9
3 .0 4 .0 3 .7 6 .0 4.1

13.8 9 .7 10.3 8 .0 8.1
U ru g u a y ..................... ............................................ 1 .8 .9 .9 .6 1.2

33.1 43.2 32.2 38.1 81.4

O th er:
5.1 1.0 .9 .2 .2

.3 1.0 .3 1.3 1.1

.3 (0
1 .2

.3 .7 3 .3
1 .2 2.0 1 .0 .9
2 .0 1.0 1.0 1.3 1 .2

* L ess th a n  $50,000.

Ta bl e X V I . — I n c o m e  r e c e i v e d  f r o m  A m e r i c a n  d i r e c t  i n v e s t m e n t s :  V a l u e  o f  i n v e s t 

m e n t s  a n d  y i e l d , i n  1 9 4 3 ,  b y  a r e a s  a n d  s e l e c t e d  c o u n t r i e s

[In  m illions  o f dollars]

A re a  a n d  co u n try Inco m e V alue  i Y ie ld

58.1 862.8
P e r c e n t

6.7

7 .8 114.5 6.8
.7 33.0 2.1

1.9 16.7 11.4
6.5 41.0 15.9
5.5 53.4 10.3

32.1 526.3 6.1
3 .6 77.9 4 .6

109.5 2,289.5 1 8

180.9 2,728.3 6 .6

15.8 393.3 4.0
23. 5 232.0 10.1

C h ile .................................. ................ ........................ ............. ........ 34.6 336.2 10.3
19.9 527.8 3 .8
5.7 70. 5 8.1
4.4 86.9 5.1

H o n d u ra s _____ ____ ______ _____ ___ ____ ________ ______ 1.8 37.0 4 .9

See fo o tno te  a t  en d  of ta b le .

i
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Tabl e X V I . — Incom e rece ived from  Am er ican  d irec t in ve s tm en ts:  V alue  o f in ve s t 
m en ts  and yield , in  1948, l)y areas and selected  countries— C o n t i n u e d

A rea  a n d  c o u n try Inco m e V a lu e 1 Y ie ld

A m er ic a n  R e p u b lic s— C o n tin u e d
16.9 286.2

P e r c e n t

5 .9
6 .0 112.9 5 .3
8.0 70.8 11.3
.6 5.5 JO. 9

38.1 370.5 10.3
5.6 198.7 2 .8

19.3 1,884.9 

40.0

1.0
.2 .5

1.3 14.1 9 .2
.7 123.5 .6

1.0 32.8 3 .0
S w itz er la n d _______ ____ ___ ______ ________ . ----------------- 1.3 43.6 3 .0

14.8 1,630.9 .9

i V alue  figures are  as of M a y  31,1943, a n d  in c lud e  cap ita l of U n ite d  S ta te s  c itizens re sid ing  ab ro ad , a m o u n t 
ing  to  ro u gh ly  $50 m illio n , for w h ich  a  geograph ic d is t r ib u tio n  is  n o t ava ilab le . Inc om e on  th is  in v e s tm e n t 
is  n o t  in c lud ed  in  th is  ta b le . F ig u res  also  exclude in v e s tm e n ts  in  in su ranc e  com pan ies.

Ta bl e X Y I I . — A v e r a g e  y i e l d 1 o n  A m e r i c a n  d i r e c t  i n v e s tm e n t s  a b r o a d ,  b y  i n d u s t r y

a n d  a r e a , 1 9 4 8

[V alue o f in v e s tm e n t a n d  incom e in  m illions  of dolla rs; y ie ld  in  percen t]

I te m
M a n u 

fa c tu ring
D is tr i 
b u tio n

A gricu l 
tu re

M in in g
a n d

sm e ltin g

P e tro 
le um

P u b lic
u ti l it ie s

M isce l 
la neous T o ta l

ALL AREAS

V alue  of in v e s tm e n t_______ 2 ,295 648 427 899 1 ,393 1 ,415 688 7 ,765
In c o m e . .___ _____ ______ 104.1 29 .8 18 .5 78 .4 7 7 .7 43 .5 15 .8 36 7 .8
Y ie ld ...................................... 4 .5 4 .6 4 .3 8 .7 5 .6 3 .1 2 .3 4 .7

STERLING AREA

V alue  of in v e s tm e n t_______ 382 126 19 58 204 3 5 79 863
In co m e ............ .  ............ 24 .3 12 .0 0 .2 1 .8 15.1 0.1 4 .6 58 .1
Y ie ld . .___ _____ ____ ____ 6 .4 9 .5 1 .0 3 .1 7 .4 (? ) 5 .8 6 .7

C A N A D A

V alue  of in v e s tm e n t_______ <957 128 34 435 161 381 194 2 ,290
In co m e_________________ < 51.7 3 .8 0 .1 28 .1 6 .2 18 .2 1 .4 109.5
Y ie ld ...................................... < 5 .4 3 .0 0 .3 6 .5 3 .8 4 .8 0 .7 4 .8

AMERICAN REPUBLICS

V alue  of in v e s tm e n t.............. 333 139 373 407 569 872 35 2 ,728
In co m e ............ ...... ................ 22 .1 11 .7 18 .2 48 .5 51.1 2 4 .8 4 .5 180.9
Y i e l d . ................. . ................ 6 .6 8 .4 4 .9 11 .9 9 .0 2 .8 12 .9 6 .6

OTHER

V alue  of in v e s tm e n t_______ 623 255 (*) « 458 167 381 1 ,885
In co m e .......... ................ ........ 6 .0 2 .3 m M 5 .3 0 .4 5 .3 19 .3
Y ie ld ................. ..................... 1 .0 0 .9 « 0 ) 1 .2 0 .2 1 .4 1.0

1 Y ie ld  is th e  ra tio  of incom e re ce ived  in  th e  U n ite d  S ta te s  in  1943 to  v a lu e  of in v e s tm e n t in  M a y  1943 a n d  
does n o t in c lud e  in v e s tm e n t in  in su ra nc e  com pan ies.

2 L iab ili ties  exceed asse ts .
8 Y ie ld  n o t c o m p u ted .
4 In c lud es  p a p e r  a n d  p u lp .
8 In c lu d e d  in  m isce llaneous.

Not e.—For pu rp o ses  of th is  ta b le  u n d is tr ib u ta b le  incom e re ce ip ts  from  each  area , sh o w n  in  ta b le  16, 
h a v e  bee n  a r b i tra r i ly  d is t r ib u te d  a m o n g  th e  in d u s tr ie s  sh o w n  abo ve .

D e ta il  w il l n o t  n ecessar ily  a d d  to  to ta ls  bec ause  of ro u n d in g .
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[In  m illio ns  of dollars]

Tabl e X V I I I .— I n c o m e  r e c e i v e d  f r o m  A m e r i c a n  d i r e c t  i n v e s t m e n t s ,  b y  a r e a ,

i n d u s t r y ,  a n d  t y p e  o f  i n c o m e ,  1 9 4 4

A re a  a n d  in d u s try

Inc o m e from  su b sid iaries

B ra n c h
incom e

T o ta l
incom e

In te re s t
P referred

d iv i 
d e n d s

C om m on
d iv i 

d en ds
T o ta l

A ll a reas, t o t a l 1..... ............................. 34.5 6.1 181.6 222.2 195.7 418.0

M a n u fa c tu r in g ........ . ................ ........... 3 .5 1.9 69.4 74.8 10.7 85.4
D is tr ib u tio n _____________ ______ _ .3 .1 16.3 16.6 14.4 31.0
A g r ic u l tu r e . - .................... ...... ........... . 2 .3 .2 7 .5 10.0 18.4 28.4
P a p e r  a n d  p u lp ....... . .................. .......... 2 .6 1 .2 1. 5 5 .3
M in in g  a n d  sm e lt in g ____ _________ .8 .8 30.6 32.2 32.6 64.8
P e tro le u m _______________ .4 .2 32.5 33.1 106.8 140.0
P u b lic  u ti l i t ie s _____ _________ ____ 24.2 1.3 13.1 38.6 3 .9 42.5
M isce llan eo us ......... ...... ................... . .4 .3 10.8 11.5 9 .0 20.6

S ter ling  area  K . . . ...................... ........... ...... .5 .2 40.8 41.5 13.0 54.5

M a n u fa c tu r in g ____ ________ ____ .1 .2 17.7 18.0 3 .3 21.3
D is tr ib u tio n ______________ ____ « 10.1 10 1 1.3
M in in g  a n d  sm e lt in g ______________ 1 .2 1. 2
P e tro le u m ....... ........ ...... ......... .3 9. 6 9. 9
M isce llane ous____________________ .1 « 2 .3 2 .4 .8 3 .2

C a n a d a  1 2.__________________ ____ 12.8 4 .7 80.2 97.7 3 .3 101.0

M a n u fa c tu r in g . _____ __________ 1.7 1 .7 35.5 38.9 2 .2 41.1
D is t r ib u t io n ._____ ________  _____ .2 p ) 2.4 2 .6 1.1 3 .8

2 .6 1. 2 1.5 5. 3
M in in g  a n d  s m e l t i n g .......................... .1 .8 23. 7 24.6 24. 7

(2) .1 4. 6
7 .9 . 6 6. 2 14 7

.2 .2 6. 2 6.6 6 .6

A m erica n  R e p u b lic s ............... . ........... ...... 21.3 1 .2 54.0 76.4 165.2 241.7

M a n u fa c tu r in g ___________________ 1.7 p ) 15.5 17.2 4.6 21.7
D is tr ib u tio n _____________________ .1 p) 3 .5 3 .6 11.3 14.9
A g ric u ltu re _______________ 2 .3 .2 7.5 10.0 18.4 28.4

.7 5. 7 6 4
P e tro le u m .................... .............. ......... .1 .1 16.5 16.7 90.4 107.2
P u b lic  u ti l i t ie s ______________ ____ 16.3 .7 4 .3 21.3 3.9 25.1
M isce llan eou s______ ______ ______ .1 . 1 1.1 1.3 4.1 5 .4

O th er  ........................ .............  ....... ...... (?) p> 6 .6 6 .6 14.2 20.8

M  a n u fa c tu rin g __________________ « p ) .7 .7 .6 1.3
« . 3 . 3 1 i

1.8 1 8 8.8
2 6

M isce llane ous________  __________ 1.2 1.2 4.1 5.3

1 I n d u s try  to ta ls  inc lude  o n ly  th e  incom e show n  b y  in d u s tr ies  in  each  area . In d u s tr ie s  n o t  show n  sep a 
ra te ly  in  each  area  are  in c lud ed  in  M isce llaneous for th a t  a rea  a n d  in  th e  to ta l of a ll a reas, i. e., A gricu l tu re  
incom e from  “ O th e r”  is  in c lud ed  in  M isce llaneous fo r th a t  a rea  a n d  in  to ta l M isce llaneous.

2 L ess t h a n  $50,000.

Not e—D e ta il  w ill n o t  nec essarily  a d d  to  to ta ls  because  of rou nd in g .

*
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[In  m il lio ns  of dollars]

Tabl e  XIX.—I n c o m e 1 ' p a i d  o n  f o r e i g n  i n v e s t m e n t s  i n  t h e  U n i t e d  S t a t e s , b y

c o u n t r i e s , 1 9  4 2 - 1 + 5 .

A re a  a n d  c o u n try 1942 1943 1944 1945

A ll a reas, t o ta l________________ _______ ________________ 158.6 155.2 161.6 167.6

S ter ling  a r e a -------- ------------ --------- ------------- ------------------ 49.0 43.4 46.3 47.1

A u s t r a l i a _________ _______ .  ____ ____ . ______ ____ .2 .2 .2 .2
B ritish  dep endencies in  A m er ic a -------  ------------- ------ .7 .6 .6 .6

.6 .8 .6 .6
U n io n  of S o u th  A fric a ............ .......................... ....................... 2 .9 .3 1.7 1.6

43.2 39.8 42.1 42.5
O th e r ste rlin g  a r e a __________  _____ _________ ______ 1.3 1.6 1.0 1.5

36.8 33.5 32.3 34.9

8 .0 8.1 8 .3

A rg e n tin a -----------  ------- ------------- ------------- ------- 2 .0 2.2 1.8 1.9
.3 .4 .4 .4

C h i l e _______ _____ _________ __________ __________ .4 .4 .4 .4
.9 .9 .9 .9

M e x ic o -. . _____________  _________________ _______ .7 .8 .8 .8
P a n a m a , R e p u b lic  o f------ ----------------- ----------------------- 1.8 1.9 2 .2 2 .2
V ene zue la__________________ __________  __________ .6 .6 .2 .2
O th e r A m erica n  R e p u b l i c s - .___  _______  __________ 1.3 1.3 1.4 1.6

64.8 69.9 74.9 77.3

B elg ium - ----------- ------------------------------------------------ 1.0 1.2 .7 .7
C h in a ----------- ------------  -------------------- ------- ------ ------ 1.8 2.5 2 .8 5. 6
F r a n c e . ____________________________________  -- - 4 .3 5 .0 5 .9 5 .9
N  e t h e r l a n d s --------- ------------- ------------------ ------- ------- 20.1 19.9 19.1 19.2
N e th e r la n d s  depen den cie s in  A m eric a -------------- ------ ------ 6 .2 7.9 9 .5 9.4
P h ilip p in e s . -------- ---------  ------------------------------------ 1.8 1.9 1.9 1.7
S w ed en ______ ____ ___________  . . .  ------------------------ 2 .4 1.7 1.4 1. 5
S w itz e r la n d ________________ ____ ___________ 16.9 17.9 19.3 19.4
A ll o t h e r ----------------------- ------- ------------- ------- --------- 6 .6 7 .6 7 .0 6 .2
U n k n o w n 2.......... ........................  ........................ ........ ......... 3 .8 4 .2 7.1 7 .8

\  N e t  incom e af te r p a y m e n t of w ith h o ld in g  taxe s a n d  co rp o ra te  incom e taxe s on b ra n c h  ea rn ings .
2 P a y m e n ts  en te re d  u n d e r  “ U n k n o w n ”  a n d  in c lu d ed  in  th e  to ta l  for “ O th e r”  c a n n o t be  id e n ti fie d  a n d  

m a y  in c lu d e  p a y m e n ts  to  co u n trie s in  each  of th e  o th e r  a reas.

Not e—De ta i l  w ill  n o t  n e ce ssar ily  a d d  to  to ta ls  b e c a u se  o f r o u n d in g .

►
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Tabl e X X .— U nited S ta tes  purchases o f fo reign  cap ital issues offered in  th e
United S ta te s  in  19^0-Ji5

[V alues in  th o u s a n d s  of dollars]

P u rp o se  *
Offer-

Y ear Issue  a n d  c lass of sec u rity
N ew

ca p ita l
R e fu n d 

ing

R a te T e rm ing  
p r ic e 3

1940
P e r c e n t Y e a r s

1941 P u b lic ly  offered:
G ov e rn m e n t:

P a n a m a : R ep u b lic  of, S ecu red  R efun d ing
4,000 3 y* 26 103.00 

12 50

C orpora te :
P a n a m a : P a n a m a  C oca-C ola B o ttl in g  C o.,

422
1942 P u b lic ly  o ffered:

C orpora te :
C an ad a: C a m illa  C a n a d ia n  M in in g  C orp .,

125
P r iv a te ly  o ffered: 

G o v ernm en t: 
C an ad a:

15,000
¡ P

3
5,800

4,500

n . a. 

1-5

n . a. 

n . a.

100 00

H y d ro -E le c tric  P ow er C om m ission  of
2> A -3

21/2

3

1943 P u b lic ly  o ffered: 
G ov e rn m e n t: 

C an ad a:
27,600
29.000
29.000

5
D o ..................... . ............................. 10
D o - _ ___ _____ _____ ____ _____ 3 15 98.50 

100.00

n . a .

C orpo ra te :
C a n a d a : S teep  R ock  Iro n  M in es , L im ite d ,

2, 250 6 H

2 V t

3

15
P r iv a te ly  offered:

G ov e rn m e n t:
C an ad a:

I ly d ro -E le c tr ic  P ow er. C om m ission  of
2,000
5.000 
4,500
3.000 
1,185

5
D o _______ _________ _________ 10
D o __________________________ 2 H

2 %

2 %

3

5
D o __________________________ 10

5
C orpo ra te :

C a n a d a : C an a d ia n  P acific  R a ilw a y  C o.,
18,000

5, 500 
9,150

¿$-10
1944 P u b lic ly  offered:

G ov e rn m e n t:
C an ad a:

P ro v inc e  of N ew  B ru n sw ic k , D eb en -
2 %

3 - 3 %

2M
3 V t

2 %

2

4 99.38
98. 71 

100. 00

P r iv a te ly  offered: 
G ov e rn m e n t: 

C an ad a:
3.000 
6,453 
3,334

4.000
8.000

1,000 
2,000 
2,000

3
6-9 100 00

4
P ro v inc e  of B r itish  C o lu m b ia , D ebe n-

n .  a.
i  lA

m

m

i  H

2 %

3H  

3 M 

3 %

1M-3
H y d ro -E le c tric  P ow er C om m ission  of

D o ............................... . .................. . 2
D o ________ ______ __________ _

C orpo ra te :
C an ad a:

C a n a d ia n  P acific  R a ilw a y  C o., E q u ip -
26, 000

26, 250 

7,000 

1,200 

7,125

% - lQ

30

A lu m in u m  C o m p a n y  of C a n a d a , F ir s t  
M o rtg ag e  S in k ing  F u n d  B on ds,

101.87
F ra se r  C om pan ie s, L td . ,  F ir s t  M o rt-

20
U n ite d  F u e l In v e s tm e n ts  L td . ,  Series

7-12
C a n a d ia n  P acific  R a ilw a y  C o ., C o l 

la te ra l B o n d s --------------- ------ ------- 3 'A 5-30 n . a

S ee  fo o tn o tes  a t e n d  o f ta b le .

2 1 4



Tabl e X X .— U n i t e d  S t a t e s  p u r c h a s e s  o f  f o r e i g n  c a p i t a l  i s s u e s  o f f e r e d  i n  t h e

U n i t e d  S t a t e s  i n  1 9 4 0 - 4 5 — C o n t i n u e d

[V alues in  th o u sa n d s  o f dollars]

P u rp o se  1
Offer-

Y ear Issue  a n d  c lass of se c u ri ty
N ew

c a p ita l
R e fu n d 

ing

R a te T erm ing 
p r ic e 3

1945 P u b lic ly  offered; 
G ov e rn m e n t: 

C an ad a:
15.000 
26,093

4,500
15.000

P e r c e n t

2
Y e a r s

5 100.00
2 ^ - 3  K  

2 M

6-15 98. 59
P ro v inc e  of N e w  B ru ns w ic k , D ebe n-

99. 75

iM 1-3 100.00
C orpora te :

M exico :
L a  C onso lida da , S. A ., 6 -percen t

2,700 

4,500 

800

16.00
In d u s tr ia  E lé c tr ic a  d e  M exico, S . A .,

23.00
C u b a : E xp reso  A ereo In te r-A m e ric an o , S.

2.50
P r iv a te ly  o ffered: 

G o v e rn m e n t: 
C an ad a:

2,386 
2,039 

50,000

2 4 99. 525
2 ^ - 3 K

4
3-5

16
C orpora te :

C an a d a :
S h aw in ig an  W a te r  a n d  P o w e r C o., 

F i r s t  M o rtg ag e  a n d  C o lla tera l T ru s t
25.000

20.000

25 101.00
C a n a d ia n  P ac ific  R a ilw a y  C o ., E q u ip -

2 1-10 100.00
C u b a : C u b a n  T ele p h o n e C o ., D e b e n tu re s  A 300 3,700 4 20 101.50

1 B on d s  sho w n  a t  p a r  v a lu es, s hares a t  offered va lu es . B efore u n d e rw r ite r 's  com m issions.
2 B on d s  in  p e rc e n t of p a r  v a lu e , sha res  a t  p ric e  p e r  sh a re .
3 A  b o n u s  of com m on  stock  of u n k n o w n  a m o u n t w as t ie d  in  w ith  th e  sa le of d eb e n tu re s.
4 D ir e c t in v e s tm e n t, 
n .  a . N o t  av a ila b le .

Not e.—O nly  p u b lic ly  a n n ou n ce d  p r iv a te  p la c em e n ts  a re  in c lu d e d . S ecu r ities  of d ire c t-in v e stm e n t 
com pan ies  ta k e n  b y  th e  p a re n t  c o m p an y  are  n o t in c lud ed .

Ta bl e X X I .— M a r k e t  v a l u e  o f  A m e r i c a n  i n v e s t m e n t s  i n  f o r e i g n  d o l l a r  b o n d s , 

1 9 4 0 - 1 9 4 5 , a n d  p a r  v a lu e ,  1 9 4 5

[Y ear-end  d a ta ; in  m illions  of dollars]

A re a  a n d  co u n try

M a rk e t  va lu e P a r
value ,

1945
1940 1941 1942 1943 1944 1945

T o t a l . ....... ........... .......................... ........ 1,445.0 1,446.2 1, 510.0 1,561.9 1,591.1 1,650.6 2,019. 6

C a n a d a .............. ........ .................. . ................... 1,161.2 1,173.6 1,220.4 1,238.0 1,262.8 1,250.0 1,165.6

A m erica n  R e p u b lic s . ......... . .............. - .......... 151.4 158.7 200.0 227.9 221.0 236.1 469.7

W e st In d ie s .......... ...................................... 17.4 19.9 20.9 21.0 17.4 15.2 15.9
C u b a ...... ........... ........ .............. ........ 13.7 16.2 16.6 15.9 11.9 9 .7 10.4
D o m in ic a n  R e p u b lic ........ . ................ 2.1 2.3 2.6 3.1 3.1 3 .3 3 .2
H a i t i___________________ ________ 1.6 1.4 1.7 2.0 2 .4 2.2 2.3

C e n tra l A m erica  a n d  M e x ico__________ 9.2 11.6 14.8 18.6 18.5 20.9 50.1
C os ta  R ic a ._______ ________ _____ .6 .3 .5 .6 .9 1.0 2.9
E l  S alva do r........................... .............. .5 .5 .9 2.0 1.5 2.1 4 .6
G u a te m a la ____________ ____ ____ .7 .7 .8 .8 .1 .4 .8
P a n a m a ----------- ----------- ------------- 6 .6 8 .0 8 .8 9.1 9 .5 9.7 9.7
M exico.......................... ........... ........... .8 2.1 3 .8 6.1 6.5 7.7 32.1

S o u th  A m erica .................. ........... ........ . 124.8 127.2 164.3 188.3 185.1 200.0 403.7
A rg e n tin a ....... . ........ ........ ............. ...... 46.0 46.8 48.9 49.7 49.2 50.3 51.4
B o liv ia ............. - .................. ......... ...... 1.6 2.5 4 .4 5.1 4.0 5.7 38.4
B ra zil_______________ _______ ___ 35.7 34.8 46.9 64.1 61.4 65.1 111.6
C h ile __________________________ 18.8 16.2 28.6 28.8 24.6 24.8 86.2
C o lom bia ....... ................ ........ ........... - 13.5 15.6 20.8 22.7 27.8 31.1 63.1
E c u a d o r ................... - ........................ - .03 .02 .03 .03 .1 .1 .9
P e r u ------ ----------------- ---------------- 3.0 3 .0 4.9 7.6 7 .4 10.9 38.4
U r u g u a y . . - ---------- --------------------- 6 .2 8 .3 9 .8 10.3 10.6 12.0 13.7

S ee  fo o tn o tes  a t  e n d  o f ta b le .

2 1 5



Ta bl e X X I .'— M a r k e t  v a l u e  o f  A m e r i c a n  i n v e s t m e n t s  i n  f o r e i g n  d o l l a r  b o n d s ,  

1940-1945, a n d  p a r  v a l u e ,  1 9 4 5 — Continued

A re a  a n d  c o u n try

M a rk e t  va lu e P a r
value ,

1945
1940 1941 1942 1943 1944 1945

E u ro p e ______________  ___________  - -- 68.0 49.2 36.7 37.3 46.1 101.1 278.6

.3 .2 2. 5
B elg ium  _____________________ ____ _ 2.6 3 .6 5.0 5 .2 5.5 6.1 5 .6

.2 .2 2 .6
C ze choslovak ia ...... ..................... . ........... - .1 .2 .3 .7 .8 1.2 1.3

.02 .02 .07 .08 .08 .4
D e n m a rk .... ............ ............. ..................... 8 .2 10.9 12.0 12.8 21.4 26.4 27.8
E ire ---------- -------------- --------------------- .3 .3 .3 .3 .3 .3 .3

. 2 .06 .3 .4 .8
F in la n d ----- ------ ----------------------------- .9 .7 .9 .9 .7 .8 .8
F ra n c e -------------------- -------- ------------- 2.3 .4 .4 .4 .4 .6 .6

31.5 12.4 104.3
G r e e c e . . ........................... ........ - ........ ........ .4 .8 .7 .8 .8 .9 6.1

1.0 1.4 14.3
8 .2 5 .5 23.4

N o rw a y .......... ......... ............. . .............. . 6 .8 6 .8 12. Ì 12.4 11. 4 11.9 11.4
P o la n d _____________________ ____ .5 1.6 1.4 2 .4 3.1 2.6 16.8

.2 .2 3.0
48.0 48.0

U . S. S . R .2........... ....................... . ........... - 3 .6 3 .3 2 .8
Y ug o slav ia ............. . ........ . ........................ .7 .6 .8 1.3 1.3 1.8 8 .6

A frica (L ib e r ia )_________________ _______ 1.5 1.4 1.2 1 .2 1.0 .6 .7

A sia ................ ....................... .................. ......... 34.3 31.7 12.0 12.4 12.9 13.1 57.3

C h in a ..... ........... ........... . ........... . .............. .5 .5 .5 .5 .5 .5 5.1
22.7 21.1 41.4

P h ilip p in e s ........... ........... . ........................ 11.1 10.1 11.5 11.9 12.4 12.6 10.8

O cean ia (A u s tra lia )________ ____ ________ 28.6 31.6 39.7 45.1 47.3 49.7 47.7

1 B on d s  issued  in  1945.
2 B on d s  re ti re d  in  1943.

Not e.—T h e  m a rk e t va lu e  of b on ds  of fo rm er e n e m y  cou n trie s in  th e  y ea rs  1942-45 is  considered  to  h a v e  
bee n  zero.

Tabl e XXII.—R e c o n c i l i a t i o n  o f  e s t i m a t e s  o f  U n i t e d  S t a t e s  l o n g - t e r m  i n v e s t m e n t s

a b r o a d ,  1 9 4 0 - 4 5

[In  m illions of dollars]

I te m 1940 1941 1942 1943 1944 1945

U n ite d  S ta te s  in v e s tm e n ts  ab ro ad , b eg inn ing  of y e a r . . - 11,420 11, 390 12,110 12, 665 13,195 13,700
P r iv a te , beg inn ing  of y e a r , ..... ..................... .  . . 11,385 11, 310 11,635 12,175 12,575 12,930

D irec t in v e s tm e n ts  (book  v alu e) , beg inn ing  of
y e a r -------- ------------ ---------------------------- 7, 280 7, 340 7, 525 7,740 7,845 7,960

A dd itio ns, to ta l_______  . ___________ +184 +291 +296 +244 +306 +449
R e in v es te d  e a rn in g s_____________ ____ + 4 2 + 182 +183 + 178 + 172 + 156
C ap ita l outflow  on  in te rc om p an y  a c c o u n t- + 8 5 + 4 7 + 53 + 2 4 + 82 + 229
N ew  in v e s tm e n ts .............. ........... ...  — + 7 + 12 + 10 + 1 7 + 38 + 54
In v e s tm e n ts  of foreign re side n ts  m ig ra tin g

to  th e  U n ite d  S ta te s_____ _  _______ + 50 + 50 + 50 + 2 5 + 14 + 10
D ed uctio ns, to ta l______________________ -1 2 4 -1 0 6 - 8 1 -1 3 9 -191 -2 8 9

C a p ita l inflow  on  in te rc om p an v  a c c o u n t - - - 9 1 - 7 8 - 6 7 -1 2 1 -1 0 5 -1 6 8
L iq u id a tio n s  (cash re c e ip ts )___________ - 3 3 - 2 8 - 1 4 - 1 8 - 8 6 -1 1 2
K n o w n  losses on  l iq u id a tio n s __________ n . a. n .  a. n . a. n . a. - 1 2 - 9

D ire c t in v es tm en ts  (book  v alu e) , en d  of y e a r .— 7,340 7,525 7, 740 7,845 7, 960 8,120

P ortfo lio  in v e s tm e n ts  (m a rk e t v a lu e) , begin-
n in g  of y e a r— ____ ___________________ 4,105 3, 970 4,110 4,435 4, 730 4, 970

U n ite d  S ta te s  ho ld ings of foreign dollar
bonds, beg inn ing  of y e a r____________ 1,685 1,445 1,445 1,510 1, 560 1,590

A dd itio ns , t o t a l 1 ____  _________ + 59 +124 + 242 +  164 +243
N ew  is su e s 2___—  ___________ + 4 + 25 +118 + 8 4 +159
N e t increase d ue  to  rise in  m a rk e t

+ 55 + 99 +124 + 80 + 8 4
D edu ctions , t o t a l 1_______________ -2 4 0 - 5 9 - 5 9 -1 9 2 -1 3 4 -1 8 3

A m ortiz a t io n  2_ ............................. - 4 2 - 5 9 - 5 9 -1 9 2 -1 3 4 -1 8 3
N e t  decrease  d ue  to  dec line in

-1 9 8
U n ite d  S ta tes  ho ld ings of fo re ign do llar

bonds, e n d  of y e a r , _ _______________ 1,445 1,445 1, 510 1, 560 1, 590 1,650

S ee  fo o tn o tes  a t  e n d  o f ta b le .

2 1 6



Tabl e XXII.—Reconcilia tion o f estim a tes  o f U nited S ta te s  long-term  in ves tm en ts
abroad, 1940-45— C o n t i n u e d

I te m 1940 1941 1942 1943 1944 1945

U n ite d  S ta te s  in v e s tm e n ts  ab ro ad , beg in n ing  of
y ea r—C o n tin u e d

P r iv a te , beg in n ing  of yea r—C o n tin u e d
P or tfo lio  in v e s tm e n ts  (m a rk e t v a lu e) , beg in -

n in g  o f y ea r—C o n tin u e d
O th e r portfo lio  in v e s tm e n ts , beg in n ing  of

y e a r__________ ____ _________ _____ 2,420 2,525 2,665 2, 925 3,170 3 ,380
A d d it io n s , to ta l__________________ + 156 + 140 +260 +245 + 214 + 5 25

N e t  U n ite d  S ta te s  p u rch ase s of
+ 25 + 9 9 +125 + 119 +263:

N e t increase d ue  to  rise in  m a rk e t
p ric e_______ _______ _______ + 21 + 2 5 + 53 + 73 + 8 0 + 139

+ 2 5 + 1 0 + 1 8 + 7 + 108
In v e s tm e n t of fo re ign re side n ts

m ig ra tin g  to  th e  U n ite d  S ta te s . . + 110 + 8 0 + 90 + 4 0 + 15 + 1 5
D ed u ctio n s, to ta l_________________ - 5 1 - 4

N e t  U n ite d  S ta te s  sales of foreign
—19

N e t re d u c tio n  d ue  to  dec line in
- 3 2

- 4
O th er  portfo lio  in v e s tm e n ts , e n d  of y e a r . . 2, 525 2,665 2,925 3,170 3,380 3, 905

P ortfo lio  in v e s tm e n ts  (m a rk e t v a lu e) , en d  of
y e a r_____________  ________ __________ 3, 970 4,110 4, 435 4, 730 4,970 5,555

P r iv a te , e n d  of y e a r_______________ _________ 11,310 11,635 12,175 12,575 12,930 13,675
U . S. G o v e rn m e n t, b eg inn ing  of y e a r ..... .............. 35 80 475 490 620 770

N e t  b a la nce  of p a y m e n ts  m o v e m e n t....... ........ +51 +381 + 10 + 124 +163 + 898
O th e r chan ges___ __________ ____________ - 6 + 14 + 5 - 1 3 - 8 3

U . S. G o v e rn m e n t, e n d  of y e a r . ........ ................  . 80 475 490 620 770 1,585
U n ite d  S ta te s  in v e s tm e n ts  ab ro ad , e n d  of y e a r_____ 11,390 12,110 12, 665 13,195 13,700 15, 260

1 T ra d in g  in  o u ts ta n d in g  issues is  in c lu d ed  in  “ O th e r portfo lio  in v e s tm e n ts .”  S uch  tra n sa c tio n s  a s  
re p o rte d  ca n n o t be  seg regated  be tw e en  b o n d s  p ay ab le  in  do lla rs  a n d  secu rities  p a y a b le  in  foreign cu rren cies .

2 E xclusive  of issues of d ire c t in v e s tm e n t com pan ies.

n .  a . N o t av aila b le .

Ta bl e X X III .— R e c o n c i l i a t i o n  o f  e s t i m a t e s  o f  f o r e i g n  lo n g - t e r m  i n v e s t m e n t s  i n  t h e

U n i t e d  S t a t e s ,  1 9 4 0 - 4 5

[ In  m illio ns  of dollars]

I te m

F ore ign  in v e s tm e n ts  in  th e  U n ite d  S ta te s , beg in n ing
of y e a r ............ ........ . ................... ...... ............. . ...........

P r iv a te  ob liga tions, beg in n ing  of y e a r_______ _
D ir e c t in v e s tm e n ts  (book  v alu e) , beg in n ing

of y e a r__________ _________ . . . _______ _
_ A d d it io n s , to ta l_____________________

R ein v e s te d  e a rn in g s______________
In crea se  in  e q u ity  in  in su ra n c e  com 

p a n ie s . ........... . ........... .......................
D e d u c tio n s, to ta l___ _______ _______

L iq u id a tio n s __________ _________
V es ting  b y  A lien  P ro p e r ty  C u s to d ia n . 
In v e s tm e n ts  of foreign re side n ts  m i 

g ra tin g  to  th e  U n ite d  S ta te s ______
O t h e r . . . ................................................ .

D ir e c t in v e s tm e n ts  (book  v alu e) , e n d  of y e a r . 
P o rtfo lio  in v e s tm e n ts  (m a rk e t v a lu e) , beg in 

n in g  o f y e a r__ ____ ___ ____ _____ ____
A d d it io n s , t o ta l . ....... . ................... .............

P u rc h a se s  of U n ite d  S ta te s  s e c u r i t ie s 1. 
N e t  increase  d ue  to  rise  in  m a rk e t

p r ic e .................................... . . . .........
O th e r changes a n d  a d ju s tm e n ts ........ .

1940 1941 1942 1943 1944 1945

8, 845 8, 250 7,350 7,425 7, 770 8, 290-
8, 695 8,100 7, 200 7, 275 7, 570 7,865

2, 900 2,875 2, 700 2,615 2,605 2, 630
+ 54 + 21 + 36 + 6 2 + 55 + 6 2

+ n + 21 + 31 + 4 2 + 43 + 42:

+ 4 3 + 5 + 2 0 + 1 2 + 2 0
- 7 9 -1 9 6 -1 2 1 - 7 2 - 3 0 - 1 7
- 4 -1 3 8 - 1 1

- 9 6 - 5 2 - 4 - 2

- 7 5 - 5 0 - 2 5 - 2 0 - 1 5 - 1 5
- 8

2,875 2,700 2,615 2,605 2,630 2,675

5,795 5,225 4, 500 4, 660 4, 965 5, 235
+ 658 + 344 + 466 + 798 + 832 + 1 ,3 4 6
+ 506 + 320 + 260 + 343 + 426 + 490

+ 205 + 453 + 406 + 856
+ 152 + 24 + i + 2

S ee  f o o tn o te s  a t  e n d  o f  t a b l e .

7 0 9 1 5 5 - 4 8 - 1 5 2 1 7



Tabl e X X I I I .—Reconcilia tion  o f estim a tes  o f foreign  long-term  in ves tm en ts  in  the
U nited S ta tes,  — C o n t i n u e d

I te m 1940 1941 1942 1943 1944 1945

F ore ig n  in v e s tm e n ts  in  th e  U n ite d  S ta te s , b eg inn ing  
o f year—C o n tin u e d

P r iv a te  ob liga tio ns, beg in n ing  of y ea r—C on . 
P ortfo lio  in v e s tm e n ts  (m a rk e t v a lu e) , beg in 

n in g  o f y ea r—C o n tin u e d
-1 ,2 2 8  

-7 4 7

-2 8 6

-1 ,0 6 9 -3 0 6 -4 9 3 -5 6 2 -7 5 4
Sales of U n ite d  S ta te s  secu r itie s  i 2___
N e t  decrease d u e  to  dec line  in  m a rk e t

-5 8 2

-4 0 1

-2 1 4 -3 6 6 -4 4 0 -6 7 1

- 8 —23 — 12 —9
In v e s tm e n ts  of fo re ign re sid e n ts  m i-

-1 9 5 - 8 0 - 5 5 —55 - 6 0 —32
- 6 - 2 9 - 4 9 —50 —42

P ortfo lio  in v e s tm e n ts  (m a rk e t v a lu e ) , en d  of
5,225 4, 500 4, 660 4,965 

7, 570
5,235 5,827

8,502
425

+ 6 8
493

8,100 
150 

n . a. 
150

7, 200 7,275 7,865
U . S. G o v e rn m e n t ob liga tion s, b eg inn ing  of year_. 

N e t  foreign pu rcha ses  ( + )  o r sales (—) ! ...........
150 

n . a . 
150

150 
n . a. 

150

150
+ 5 0
200

'200
+ 225

425
F ore ign  in v e s tm e n ts  in  th e  U n ite d  S ta te s, en d  of y e a r . 8, 250 7,350 7,425 7,770 8, 290 8,995

1 F ore ig n  p u rch as es  a n d  sales of U . S. G o v e rn m e n t long - term  sec u rities  a re  e s tim a te d  b eg inn ing  w ith  
1943; p u rch ase s a n d  sales of b o th  G o v e rn m e n t a n d  p r iv a te  ob liga tions  are  in c lu d ed  in  th e  ba lance  of p a y 
m e n ts  as p r iv a te  tr an sa c tio n s .

2 In c lud es  am o rt iz a tio n s  e s tim a te d  a t  $10 m illio n  a n n u a lly , 
n .  a . N o t av aila b le .

Ta bl e X X IV .— G i f t s  a n d  o th e r  u n i l a t e r a l  t r a n s f e r s , 1 9 4 0 - ^ 5

[In  m illions  o f dollars]

1945

I te m 1940 1941 1942 1943 1944

T o ta l
F ir s t

q u a r te r
S econd
q u a r te r

T h i rd
q u a r te r

F o u r th
q u a r te r

T o  fore ign  coun trie s, to ta l - - . 269 1,179 7,338 15,044 16,549 9,628 3,137 3,617 1,746 1,128

932 6,954 14,690 15,911
1

7,348 
560

2,819
12

2,921 
90

1,016
167

592
U N R R A ____________ 291

200 40 20 225 120 104 1
C iv ilian  supp lies d is tr ib -

185 866 179 343 310 34
O t h e r  G o v e r n m e n t

32 25 21 20 30 109 4 5 30 70
P erso na l a n d  in st i tu  tion -

237 222 163 294 402 520 123 138 119 140

F ro m  fore ign  co u n trie s, to ta l . 59 43 1,002 2,137 2,407 2, 591 1,039 995 493 64

640 1,997 2,287

75

2,444 

100

1,010

19

960 456 18
O th er  G o v e rn m e n t re-

322 95 24 25 32
P ersô n a l re m it ta n c e s___ 59 43 40 45 45 47 10 11 12 14

1

2 1 8
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Tabl e X X V .— In ternational transactions o f the United States, private an d Government, 1940 -45

[I n  m illio n s o f d ollars]

I te m

1940 1941 1942 1943 1944 1945

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov-
e m 

in e n t

T o ta l F ir s t  q u a r te r
S econd
q u a r te r

T h i rd
q u a r te r

F o u r th
q u a r te r

P r i 
v a te

G o v 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G o v 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

I .  R ec eip ts , to ta l ------------------ 5,733 47 6,187 1,023 4,824 8,253 3,956 17,760 4,614 19,871 5,214 14, 035 1,114 4,403 1,283 4, 952 1,254 2, 776 1,563 1,904

A . G oods a n d  services, to ta l- 5,310 45 5,901 995 4,542 7,227 3,537 15, 597 3, 997 17,441 4,675 11,398 1,034 3,348 1,047 3,950 1,169 2, 281 1,425 1,819
1. G ood s____________ 4,102 22 4,559 784 3, 363 5, 824 2,401 12, 714 2, 776 14,193 3,412 8, 810 732 2,723 720 3,186 873 1,670 1,087 1, 231
2. I n c o m e  o n  i n v e s t -

m e n ts ...................... 561 3 535 9 496 18 497 11 556 16 539 16 122 7 145 2 124 5 148 2
3. O th e r serv ices______ 647 20 807 202 683 1,385 639 2,872 665 3,232 724 2, 572 180 618 182 762 172 606 190 586

59 43 40 962 45 2,092 45 2,362 47 2, 544 10 1,029 11 984 12 481 14 50
C . L o n g -te rm  cap ita l, to ta l . 364 2 243 28 242 64 374 71 57? 68 492 93 70 26 225 18 73 14 124 35

1. M o v e m e n t s  o f
U n i t e d  S t a t e s
c a p i t a l  in v e s te d
a b ro a d ............ ........ 207 2 165 28 155 64 331 71 338 68 462 93 70 26 195 18 73 14 124 35

2. M o v e m e n ts  o f fo r-
e ign  c a p ita l in vest-

157 78 87 43 234 30 30

I I .  P a y m e n ts , to ta l__________ 4,104 240 4,547 2, 031 2,928 10,231 3,410 20,322 4,190 21,964 5, 403 15, 606 1,209 4,901 1,378 5,435 1,360 3,179 1,456 2,091

A . G oods a n d  services, to ta l . 3,481 155 3,821 665 2,374 2,982 2,719 5,377 3,400 5, 586 3, 916 5, 508 838 1,851 1,004 1, 921 1,031 1,051 1,043 685
1. G o o d s . .____ ______ 2,658 55 2,994 492 1,764 2,201 2,106 3,321 2,707 2,882 3,118 2,711 676 843 816 865 797 617 829 386
2 .  I n c o m e  o n  i n v e s t -

m e n t s __________ 204 6 181 6 152 7 146 6 148 12 154 14 32 3 35 4 36 3 51 4
3. O th e r s e rv ic e s .. ......... 61Ç 94 646 167 458 774 467 2,047 544 2,692 644 2,783 130 1,005 153 1,052 198 431 163 295

B . U nila te ra l tr a n s fe rs ____ 237 32 222 957 163 7,175 294 14, 75C 402 16,147 520 9,108 123 3,014 138 3, 479 119 1,627 140 988
C . L on g-term  c a p ita l, to ta l . 386 53 504 409 391 74 397 195 388 231 967 990 248 36 236 35 210 501 273 418

1. M o v e m e n t s  o f
U n i t e d  S t a t e s
c a p i t a l  i n v e s te d
a b ro a d ....... ............. 13£ 5c 98 408 22C 74 291 195 328 231 813 99C 154 36 230 35 178 501 251 418

2. M o v e m e n ts  o f fo r-
e ign  ca p ita l in v est-

247 405 171 106 58 154 94 6 32 22
■= ■-  -
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Tabl e X X V .— In ternational transactions o f  the United States, private and Government, 194-0-45— C o n tin u e d

[In  m illions of dollars]

Item

1940 1941 1942 1943 1944 1945

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

T o ta l F ir s t  q u a r te r
S econd
q u a r te r

T h ird
q u a r te r

F o u r th
q u a r te r

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G ov 
e rn 

m e n t

P r i 
v a te

G o v 
e rn 

m e n t

I I I .  E xcess of re ce ip ts  ( + )  o r
p a y m e n ts , to ta l______  __ + 1 , 629 -1 9 3 + 1 , 640 -1 ,0 0 8 + 1 ,8 9 6 - 1 ,  978 + 546 - 2 ,  562 + 424 -2 ,0 9 3 -1 8 9 -1 ,5 7 1 - 9 5 -4 9 8 - 9 5 -4 8 3 -1 0 6 -4 0 3 + 107 -1 8 7

A . G oods a n d  se rv ic es___ + 1 , 829 -1 1 0 + 2 ,08 0 + 330 + 2 ,168 + 4 , 245 + 818 +10, 220 + 597 + 11,855 + 759 + 5 , 890 + 196 + 1 ,4 9 7 + 4 3 + 2 , 029 + 138 + 1 ,2 3 0 + 382 + 1 ,1 3 4
B . U nila te ra l t r a n s f e r s ___ -1 7 8 - 3 2 -1 7 9 -9 5 7 -1 2 3 -6 ,2 1 3 -2 4 9 -1 2 ,6 58 -3 5 7 -1 3 ,  785 -4 7 3 - 6 ,  564 -1 1 3 -1 ,9 8 5 -1 2 7 -2 ,4 9 5 -1 0 7 -1 ,1 4 6 -1 2 6 -9 3 8

N e t  goods a n d  serv ices
a n d  u n ila te ra l tran s-
fe rs________ ____ + 1,651 -1 4 2 + 1 , 901 -6 2 7 + 2 , 045 - 1 ,  968 + 569 - 2 ,  438 + 240 -1 ,9 3 0 + 286 -6 7 4 + 83 -4 8 8 - 8 4 -4 6 6 +31 + 84 + 256 + 196

C . L on g-term  c a p i ta l . ......... - 2 2 —51 -2 6 1 -3 8 1 -1 4 9 - 1 0 - 2 3 -1 2 4 + 184 -1 6 3 -4 7 5 -8 9 7 -1 7 8 - 1 0 - 1 1 - 1 7 -1 3 7 -4 8 7 -1 4 9 -3 8 3

IV . N e t inflow  ( + )  o r ou tflow
( —)of fu n ds  on  gold  a n d  sh o rt-
te rm  ca p ita l acco un t , to ta l__ + 1,541 - 4 ,  254 -60 1 -5 0 7 -1 5 0 + 240 + 612 + 1 , 370 + 162 + 1 , 544 + 442 + 1 , 446 +183 + 437 + 160 +471 + 148 + 434 - 4 9 + 104

A . N e t  increase (—) o r de-
crease ( + )  in  U n ite d

- 4 ,  243 — 719 + 23 + 757 + 1 ,350 + 548 + 180 +157 +201 + 1 0
B . N e t  m o v e m e n t s  o f

U n ite d  S ta te s  sh o rt-
te rm  ca p ita l ab ro a d . __ + 177 +21 - 1 0 + 9 6 -2 1 1 - 1 2 + 1 5 - 8 5 - 6 8 - 8 6 -2 2 7 + 4 0 - 4 9 -1 0 6 - 1 4 + 116 - 9 5 -1 3 6 - 6 9

C . N e t  m o v e m en ts  of for-
e ign  s h o rt- te rm  cap i-
ta l in  U n ite d  S ta te s .__ + 1 , 364 - 1 1 -6 2 2 + 2 22 -2 4 6 + 428 + 624 + 598 + 247 + 2 62 + 528 + 1 ,125 + 143 + 306 + 266 + 328 + 3 2 + 328 + 8 7 + 1 63

V. E rro rs  a n d  om issions_____ + 1 , 277 + 476 8 + 3 4 -37 - 128 27 53 - 73 + 2 5



Tabl e X X V I .— In te rn a tiona l transactions o f the U nited States, 1919-89

[M illio n s  of dollars]

I te m 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929

I . R ec eip ts , to ta l --------------------------------------------------------- 11,464 10, 983 5, 920 5, 219 6,090 6,344 6, 964 7,038 7,058 7,815 7,929

A . G oods a n d  services, t o t a l . . ---- -------- --------- ----------- 10, 784 10, 272 5, 512 4, 961 5,494 5,919 6, 348 6, 381 6,464 6,850 7,042
1. G o o d s . -----  ---------  ----------  . .  ------------  . . 8,891 8,481 4, 586 3,929 4, 259 4, 741 5, Oil 4,922 4,982 5,249 5, 347

719 596 445 670 840 762 912 953 981 1,080 1,139
3. O th e r serv ic es________ ____ _______ ______ ___ _ ■ IV174 1,195 481 362 395 416 425 506 501 521 556

B . U n ila te ra l tr a n s fe rs ---- ------ ---------------------------------- 276 66 60 65 65 72 47 61 70 72 78
C . L on g -te rm  c a p ita l, to ta l ------------------------------  ------- 404 645 348 193 531 353 569 596 524 893 809

1. M o v e m e n ts  of U n ite d  S ta te s  c a p ita l in v es te d  a b ro a d . 404 645 332 166 173 148 248 481 524 410 431
2. M o v e m e n ts  of fo re ign ca p ita l in v e s te d  in  U n ite d

16 27 358 205 321 115 483 378

I I .  P a y m e n ts , t o t a l . .............. ...........  .................... . ................ 10,352 9,146 4,869 5,358 5, 567 6,029 6, 823 7, 289 7,333 7, 601 7,398

A . G oods a n d  services, to ta l___ ____ ____  . . .  ----------- 5, 917 6, 750 3.391 3, 972 4,668 4, 577 5,272 5, 564 5,400 5,483 5, 904
1. G o o d s .. ___________ _________ ____ ____ _ . . . 3, 995 5,384 2, 572 3,184 3,866 3, 684 4, 291 4, 500 4,240 4,159 4,463

130 120 105 105 130 140 170 200 240 275 330
3. O th er  serv ic es_______  _____ __________ _____ 1,792 1, 246 714 683 672 753 811 864 920 1,049 1, 111

B . U n ila te ra l tr a n s fe rs ---- ---------- --------------- ------ -------- 1,319 744 568 409 414 427 439 433 418 427 445
C . L o n g -te rm  c a p ita l, to ta l------- ------- ----------  ------------- 3,116 1,652 910 977 485 1, 025 1,112 1,292 1, 515 1,691 1,049

1. M o v e m e n ts  of U n ite d  S ta te s  c a p ita l in v es te d  a b ro a d . 2, 901 1,374 890 957 465 1,005 1,092 1,272 1,465 1,671 1,029
2. M o v e m e n ts  of fo re ign c a p ita l in v e s te d  in  U n ite d

S ta te s  ________ _____________ ___________ 215 278 20 20 20 20 20 20 50 20 20

I I I .  E xcess of re ce ip ts  ( + )  o r p a y m e n ts  (—), to ta l ------------------ + 1 ,1 1 2 + 1 ,8 3 7 + 1 ,051 -1 3 9 + 523 + 315 + 141 -2 5 1 -2 7 5 + 214 + 531

A . G oods a n d  serv ic es-------- ------- ------ --  ------------------ + 4 ,  867 + 3 , 522 + 2 ,121 + 989 + 826 + 1 , 342 + 1 , 076 + 817 + 1 , 064 + 1 ,3 6 7 + 1 ,1 3 8
B . U n ila te ra l tr a n s fe rs ----- ----------------- -  ----------------- -1 ,0 4 3 -6 7 8 -5 0 8 -3 4 4 -3 4 9 -3 5 5 -3 9 2 -3 7 2 -3 4 8 -3 5 5 -3 6 7
—' N e t  goods a n d  serv ic es a n d  u n i la te ra l  tr a n s fe rs ....... ...... + 3 ,  824 + 2 , 844 + 1 , 613 + 645 + 477 + 987 + 684 + 445 + 716 + 1 ,0 1 2 + 771

G . L o n g -te rm  c a p ita l____ ............. ............. .  . . . ------- . . . - 2 ,  712 -1 ,0 0 7 -5 6 2 -7 8 4 + 4 6 -6 7 2 -5 4 3 -6 9 6 -9 9 1 -7 9 8 -2 4 0

IV . N e t  in flow  ( + )  o r ou tflow  (—) of fu n d s  on  gold a n d  sho rt-

.

te rm  ca p ita l a c co u n t, t o t a l . . . .  ----------------------- ------------ + 166 + 6 8 -7 3 5 -2 6 9 -3 4 8 -1 3 7 - 6 + 326 + 698 -1 1 0 -1 4 7

A . N e t  increase  (—) o r decrease  ( + )  in  U n ite d  S ta te s  gold
s to c k . .  __ ___________  . ---------  -------------  . . . + 166 + 6 8 -7 3 5 -2 6 9 -3 1 5 -2 5 6 + 100 - 9 3 + 113 + 238 -1 4 3

B . N e t  m o v e m e n t of U n ite d  S ta te s  sh o rt- te rm  ca p ita l
- 8 2 -1 0 9 - 4 6 - 3 6 -3 4 9 -2 3 1 -2 0 0

0 .  N e t  m o v e m e n t of fore ign  s h o rt- te rm  c a p ita l in  U n ite d
S ta te s ________________________________________ + 4 9 + 228 - 6 0 + 455 + 934 -1 1 7 + 196

V . E rro rs  a n d  o m ission s............ ................................................... - 1 ,  278 - 1 ,  905 -3 1 6 + 408 -1 7 5 -1 7 8 -1 3 5 - 7 5 -4 2 3 -1 0 4 -3 8 4
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Tabl e X X V I .— In tern a tiona l tra nsact io ns o f the U nited S ta te s , 1919-39— C o ntinu ed

[M ill io n s  o f d ollars]

I te m 1930 1931 1932 1933 1934 1935 1936 1937 1938 1939

I. R eceip ts , to ta l______ ____ ______ ______ ____________________  . . 6,376 4, 324 2,841 2,754 3, 214 3,840 4,412 5,131 4,551 4,636

A . G oods an d  services, to ta l____ _____ ________________________ 5,450 3, 641 2,474 2, 402 2,975 3, 265 3, 539 4, 553 4,336 4,432
1. G o o d s.............  __________ ____ ______ ___________ 3,929 2, 494 1,667 1,736 2, 238 2,404 2, 590 3, 451 3,243 3,347

-  2. Incom e on  in v e s tm e n ts ._ ____________________ ______ 1, 040 766 527 437 437 521 569 577 585 541
3. O th e r serv ices ....... ........ ... ........... .............. .................................... ------ ~ 381 280 229 300 340 380 525 508 544

B . U n ila te ra l tr a n s fe rs ___________  ____________  __ ................. . 58 36 17 17 20 21 22 29 40 38
C . L on g-term  ca p ita l,  to ta l____________________  . . .  _________ 868 647 350 335 219 554 851 549 175 166

1. M o ve m en ts  of U n ite d  S ta te s  c a p ita l in v e s te d  a b ro a d ,_______ 782 561 350 155 219 219 236 289 103 166
2. M o v e m en ts  o f fo re ign ca p ita l in v e s te d  in  U n ite d  S ta te s ______ 86 86 180 335 615 260 72

II . P a y m e n ts , to ta l_______  ___________________________________ 5,907 3, 912 2, 415 2,487 2, 615 3,458 3, 728 4, 548 3, 345 3, 721

A. G oods a n d  services, to ta l________________  ______ . . .  ____  . 4,428 3,137 2,079 2, 056 2,384 3,157 3,455 4, 268 3, 056 3.377
1. G oods____________ ____ __________  _____________ ____ 3,104 2,120 1,343 1,510 1, 763 2, 462 2, 546 3,181 2,173 2,409

f  2. Inco m e on  in v e s tm e n ts ___________ ____ ______________ 295 220 135 115 135 155 270 295 200 230
3. O th e r serv ices__________ ____ ___ ____ _____ ______ ____  . T,TED 797 — w 431 ~  '486 640 639 792 683 738

B . U nila te ra l tran sfers___ . . .  ________________________  ____ 390 343 243 213 182 183 199 252 211 205
C . L on g-term  ca p ita l,  to ta l__________________ _____ __________ 1,089 432 93 218 49. 118 74 28 78 139

1. M o ve m en ts  of U n ite d  S ta te s  c a p ita l in v e s te d  a b ro a d _____  . . 1,069 412 67 203- 34 103 59 13 63 53
2. M o v e m en ts  of fo re ign ca p ita l in v e s te d  in  U n ite d  S ta te s__  . . 20 20 26 15 15 15 15 15 15 86

I I I .  E xcess of rece ip ts  ( + )  o r p a y m e n ts  (—), to ta l .  ......... .............. ........... + 469 + 412 + 426 + 227 + 629 + 382 + 684 + 583 + 1 , 206 + 915

A . G oods an d  serv ic es___  . . .  ___________________  . . .  ___ + 1 , 022 + 504 + 395 + 346 + 591 + 108 + 8 4 + 285 + 1 , 280 + 1 , 055
B . U n ila te ra l tr a n s fe rs ..  ____ _  ____________  . . .  .  ________ -3 3 2 -3 0 7 -2 2 6 -1 9 6 - 1 6 2 -1 6 2 -1 7 7 -2 2 3 -1 7 1 -1 6 7

N e t goods a n d  serv ices a n d  u n ila te ra l tr a n s fe rs . . . . ________ _ + 690 + 197 + 169 + 150 + 429 - 5 4 - 9 3 + 6 2 1 + 1 ,10 9 +888
C. L on g-term  c a p ita l____ ________________________ ____ . . .  . . . -2 2 1 + 215 + 257 i + 77 i + 200 + 4 36 + 777 + 521 + 9 7 + 27

IV . N e t inflow  ( + )  o r ou tflow  (—) of fu n d s  on  gold  s h o rt- te rm  cap ita l
acco u n t, to ta l____________________________________ ____ _______ -7 8 9 -5 0 4 -4 9 9 -2 8 8 - 1 ,  044 -7 5 0 -8 4 1 -1 ,0 0 8 -1 ,4 5 5 -1 ,7 0 4

A. N e t increase (—) or d ecrease  ( + )  in  U n ite d  S ta te s  gold  s to c k ........ -3 1 0 + 133 - 5 3 +131 - 1 ,  266 - 1 ,  822 - 1 ,  272 -1 ,3 6 4 - 1 ,  799 -3 ,1 7 4
B. N e t m o ve m en t of U n ite d  S ta te s  s h o rt- te rm  c a p ita l a b ro a d ______ -1 9 1 + 628 + 227 + 35 + 9 6 + 424 + 5 5 + 4 5 + 27 +211
C. N e t  m o v e m e n t of fore ign  s h o rt- te rm  ca p ita l in  U n ite d  S ta te s____ -2 8 8 -1 ,2 6 5 -6 7 3 -4 5 4 + 126 + 648 + 376 + 311 + 317 + 1 , 259

V . E rro rs  a n d  o m iss io ns ._______ _________ _______ _____ ________ + 320 + 9 2 + 7 3 + 61 + 415 + 368 + 157 + 425 + 249 + 789

1 T h e  n e t  lo ng -term  ca p ita l tr a n sa c tio n s  figu re  fo r 1933 inc ludes $40,000,000, a n d  th a t  fo r 1934 inc lud es  $30,000,000, re p re se n tin g  th e  n e t  tr a n s fe r of fu n d s  in  s e c u r ity  a rb itr a g e  
ope ra tio ns. T he se  tr a n sa c tio n s  c a n n o t b e  d iv id e d  b e tw e en  dom es tic  a n d  fore ign  s ec u ri tie s  in  th es e  yea rs.

*



F o r e ig n  F u n d s  C o n tr o l

O n  A p r i l  1 0 ,  1 9 4 0 ,  w h e n  D e n m a r k  a n d  N o r w a y  w e r e  i n v a d e d ,  E x e c u t i v e  O r d e r  

N o .  8 3 8 9  w a s  i s s u e d  f r e e z i n g  a l l  a s s e t s  i n  t h e  U n i t e d  S t a t e s  b e l o n g i n g  t o  t h o s e  

c o u n t r i e s  a n d  t h e i r  n a t i o n a l s .  T h e  s u c c e s s i v e  i n v a s i o n s  o f  o t h e r  E u r o p e a n  

c o u n t r i e s  w e r e  a c c o m p a n i e d  b y  a d d i t i o n a l  e x e c u t i v e  o r d e r s ,  c u l m i n a t i n g  o n  J u n e  

1 4 , 1 9 4 1 ,  i n  a n  e x e c u t i v e  o r d e r  w h i c h  f r o z e  t h e  a s s e t s  o f  a l l  t h e  r e s t  o f  c o n t i n e n t a l  

E u r o p e ,  b o t h  t h e  a g g r e s s o r  a n d  t h e  n e u t r a l  n a t i o n s .  T h e  r e g i s t r a t i o n  o f  a s s e t s  

i n  t h e  U n i t e d  S t a t e s  o f  a l l  f o r e i g n  c o u n t r i e s ,  a s  o f  J u n e  1 , 1 9 4 0 ,  a n d  J u n e  1 4 , 1 9 4 1 ,  

w a s  a l s o  r e q u i r e d  b y  t h e  o r d e r  o f  J u n e  1 4 . 1 S h o r t l y  t h e r e a f t e r  f r e e z i n g  o r d e r s  

w e r e  i s s u e d  c o v e r i n g  t h e  a s s e t s  o f  C h i n a  a n d  J a p a n  a n d ,  s o m e w h a t  l a t e r ,  t h o s e  

o f  t i r e  v a r i o u s  c o u n t r i e s  o v e r r u n  b y  t h e  J a p a n e s e .  I n  a c c o r d a n c e  w i t h  t h e  o r d e r  

o f  J u n e  1 4 ,  a l m o s t  6 0 0 , 0 0 0  r e p o r t s  w e r e  f i l e d  w h i c h  i n d i c a t e d  t h a t  t h e  t o t a l  f o r e i g n  

s t a k e  i n  t h e  U n i t e d  S t a t e s  a m o u n t e d  t o  a b o u t  $ 1 2 . 7  b i l l i o n .  O f  t h i s  a m o u n t ,  

s o m e  $ 6  b i l l i o n  w e r e  a f f e c t e d  b y  t h e  f r e e z i n g  c o n t r o l s ,  a s  w e r e  a n  a d d i t i o n a l  $ 2  

b i l l i o n  o f  g o l d  u n d e r  e a r m a r k  a n d  f o r e i g n  s e c u r i t i e s  h e l d  i n  t h i s  c o u n t r y  f o r  

f o r e i g n  a c c o u n t .

O n  D e c e m b e r  1 8 ,  1 9 4 1 ,  t h e  F i r s t  W a r  P o w e r s  A c t ,  1 9 4 1 ,  w a s  a p p r o v e d  g i v i n g  

t h e  P r e s i d e n t  b r o a d e r  a u t h o r i t y  o v e r  a l l  f o r e i g n - o w n e d  p r o p e r t y ,  i n c l u d i n g  t h e  

p o w e r  t o  v e s t  s u c h  p r o p e r t y .  U n d e r  t h i s  a u t h o r i t y  a  l a r g e  n u m b e r  o f  A x i s  p r o p 

e r t i e s  w e r e  v e s t e d  b y  t h e  A l i e n  P r o p e r t y  C u s t o d i a n ; s o m e  h a v e  b e e n  l i q u i d a t e d ,  

w h i l e  o t h e r s  w e r e  o p e r a t e d  d u r i n g  t h e  w a r  i n  s u c h  w a y  a s  t o  m a t e r i a l l y  a s s i s t  

t h e  U n i t e d  S t a t e s  w a r  e f f o r t .

A t  t h e  o u t s e t ,  F o r e i g n  F u n d s  C o n t r o l  w a s  d e s i g n e d  t o  i n s u r e  t h a t  n o n e  o f  t h e  

a s s e t s  o f  t h e  o c c u p i e d  c o u n t r i e s  c o u l d  b e  u s e d  t o  f u r t h e r  t h e  a i m s  o f  a g g r e s s o r  

c o u n t r i e s .  T h e  o r d e r  o f  J u n e  1 4 ,  1 9 4 1 ,  h o w e v e r ,  w a s  a v o w e d l y  “ i n  t h e  i n t e r e s t  

o f  n a t i o n a l  d e f e n s e  a n d  s e c u r i t y ”  a n d ,  o f  c o u r s e ,  a f t e r  o u r  e n t r y  i n t o  t h e  w a r  

F o r e i g n  F u n d s  C o n t r o l  b e c a m e  a  p a r t  o f  e c o n o m i c  w a r f a r e  a g a i n s t  t h e  A x i s .  T h e  

c h i e f  o b j e c t i v e s  o f  t h e  C o n t r o l  w e r e  t h e  c o m p l e t e  s e v e r a n c e  o f  a l l  f i n a n c i a l  a n d  

c o m m e r c i a l  i n t e r c o u r s e ,  t r a d e ,  a n d  c o m m u n i c a t i o n ,  d i r e c t  o r  i n d i r e c t ,  b e t w e e n  

t h e  U n i t e d  S t a t e s  a n d  t h e  A x i s  a n d  A x i s - d o m i n a t e d  c o u n t r i e s ,  a n d  o f  t r a n s a c t i o n s  

b e t w e e n  t h e  U n i t e d  S t a t e s  a n d  o t h e r  c o u n t r i e s  w h i c h  m i g h t  b e n e f i t  t h e  A x i s .  

T h e s e  o b j e c t i v e s  w e r e  a c h i e v e d  t h r o u g h  a  s y s t e m  o f  l i c e n s e s ,  m a k i n g  e a c h  t r a n s 

a c t i o n  a f f e c t i n g  b l o c k e d  a c c o u n t s  s u b j e c t  t o  T r e a s u r y  a p p r o v a l .  T h i s  s y s t e m  w a s  

a d m i n i s t e r e d  b y  t h e  T r e a s u r y  D e p a r t m e n t  t h r o u g h  t h e  F e d e r a l  R e s e r v e  B a n k s  

a n d  t h e  i n d i v i d u a l  c o m m e r c i a l  b a n k s . 1 2

B e c a u s e  o f  t h e  b r o a d  n a t u r e  o f  t h e  p r o h i b i t i o n s  c o n t a i n e d  i n  t h e  f r e e z i n g  o r d e r  

t h e r e  w e r e  m a n y  t r a n s a c t i o n s ,  n o t  i n  a n y  w a y  i n i m i c a l  t o  t h e  p u r p o s e s  o f  t h e  c o n 

t r o l ,  f o r  w h i c h  i t  w a s  d e e m e d  u n d e s i r a b l e  t o  r e q u i r e  i n d i v i d u a l  l i c e n s e s .  T o  c o v e r  

t h e s e  t r a n s a c t i o n s  s e v e r a l  g e n e r a l  l i c e n s e s  w e r e  i s s u e d  t o  c o v e r  t h e  t r a n s a c t i o n s  

o f  c o u n t r i e s  i n  t h e  “ g e n e r a l l y  l i c e n s e d  t r a d e  a r e a , ”  s u c h  a s  t h e  A m e r i c a n  R e p u b 

l i c s ,  t h e  B r i t i s h  C o m m o n w e a l t h ,  a n d  t h e  U n i o n  o f  S o v i e t  S o c i a l i s t  R e p u b l i c s .  

N o  f u r t h e r  l i c e n s e  w a s  r e q u i r e d  f o r  n o r m a l  t r a d e  e v e n  w i t h  n a t i o n a l s  o f  b l o c k e d  

c o u n t r i e s  i n  t h i s  a r e a ,  u n l e s s  t h e i r  n a m e s  a p p e a r e d  o n  t h e  “ P r o c l a i m e d  L i s t  o f  

C e r t a i n  B l o c k e d  N a t i o n a l s . ”

G e n e r a l  l i c e n s e s  w e r e  a l s o  g r a n t e d  t o  t h e  n e u t r a l  E u r o p e a n  c o u n t r i e s — S w e d e n ,  

S w i t z e r l a n d ,  P o r t u g a l ,  a n d  S p a i n ,  c o v e r i n g  t h e  t r a n s a c t i o n s  o f  t h e i r  g o v e r n m e n t s  

a n d  t h e i r  n a t i o n a l s .  T h e s e  l i c e n s e s  w e r e  g r a n t e d  a f t e r  t h e  g o v e r n m e n t s  i n 

v o l v e d  g u a r a n t e e d ,  i n  e f f e c t ,  t h a t  t h e  p u r p o s e s  o f  F o r e i g n  F u n d s  C o n t r o l  w o u l d  

b e  c a r r i e d  o u t .  G e n e r a l  l i c e n s e s  w e r e  i s s u e d  t o  m o s t  i n d i v i d u a l  n a t i o n a l s  o f  

b l o c k e d  c o u n t r i e s  w h o  h a d  b e e n  l i v i n g  i n  t h e  U n i t e d  S t a t e s  f o r  p e r i o d s  o f  t i m e ,  

a n d  a l s o  t o  p e r m i t  c e r t a i n  t r a n s a c t i o n s ,  s u c h  a s  a l l o w i n g  a  p e r s o n  i n  t h e  U n i t e d  

S t a t e s  o w i n g  m o n e y  t o  a  b l o c k e d  n a t i o n a l  t o  p a y  i n t o  a  b l o c k e d  a c c o u n t .

O n e  o f  t h e  m o s t  d i f f i c u l t  p r o b l e m s  o f  F o r e i g n  F u n d s  C o n t r o l  i n v o l v e d  t h e  

p o s s i b l e  d i s p o s a l  i n  t h e  U n i t e d  S t a t e s  b y  t h e  e n e m y  o f  l o o t e d  s e c u r i t i e s  a n d  A m e r i 

c a n  c u r r e n c y .  I n  t h e  c a s e  o f  r e g i s t e r e d  s e c u r i t i e s  i t  w a s  r e q u i r e d  t h a t  t h e  r e g i s t r a 

t i o n  o f  a n y  s e c u r i t y  r e g i s t e r e d  i n  t h e  n a m e  o f  a  b l o c k e d  n a t i o n a l  c o u l d  n o t  b e  

c h a n g e d  w i t h o u t  a  l i c e n s e .  T o  m e e t  t h e  p r o b l e m  o f  b e a r e r  s e c u r i t i e s ,  i t  w a s  p r o 

v i d e d ,  b e g i n n i n g  i n  J u n e  1 9 4 0 ,  t h a t  a l l  s e c u r i t i e s  e n t e r i n g  t h e  U n i t e d  S t a t e s  f r o m  

a n y  f o r e i g n  c o u n t r y  m u s t  b e  d e p o s i t e d  i n  a  F e d e r a l  R e s e r v e  B a n k  a n d  c o u l d  b e  

r e l e a s e d  o n l y  u p o n  s a t i s f a c t o r y  p r o o f  t h a t  t h e y  w e r e  f r e e  f r o m  a n y  A x i s  t a i n t .

1 U .  S .  T r e a s u r y  D e p a r t m e n t ,  C e n s u s  o f  F o r e i g n - O w n e d  A s s e t s  i n  t h e  U n i t e d  S t a t e s ,  

W a s h i n g t o n ,  D .  C . ,  1 9 4 5 .
2 F o r  a  d e t a i l e d  d i s c u s s i o n  s e e  r e p o r t  o f  t h e  U .  S .  T r e a s u r y  D e p a r t m e n t ,  A d m i n i s t r a t i o n  

o f  t h e  W a r t i m e  F i n a n c i a l  a n d  P r o p e r t y  C o n t r o l s  o f  t h e  U n i t e d  S t a t e s  G o v e r n m e n t ,  

W a s h i n g t o n ,  D .  C . ,  1 9 4 2 .
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W i t h  r e s p e c t  t o  A m e r i c a n  c u r r e n c y  t h e r e  w a s  a  d u a l  p r o b l e m  o f  p r e v e n t i n g  i t s  

e n t r y  i n t o  t h e  U n i t e d  S t a t e s  f o r  t h e  u s e  h e r e  o f  t h e  A x i s  a n d  o f  d e p r e c i a t i n g  i t s  

v a l u e  a b r o a d  s o  t h a t  A x i s  h o l d i n g s  w o u l d  b e  o f  r e d u c e d  u s e f u l n e s s .  T h e  f o r m e r  

w a s  a c h i e v e d  b y  a  c o n t r o l  s y s t e m  s i m i l a r  t o  t h a t  f o r  s e c u r i t i e s  r e q u i r i n g  t h a t ,  

e x c e p t  f o r  a  n o m i n a l  a m o u n t  c a r r i e d  f o r  p e r s o n a l  e x p e n d i t u r e s ,  a l l  c u r r e n c y  

b r o u g h t  i n t o  t h e  U n i t e d  S t a t e s  m u s t  b e  d e p o s i t e d  w i t h  a  F e d e r a l  R e s e r v e  B a n k  

f o r  e x a m i n a t i o n  ( G e n e r a l  R u l i n g  N o .  5 ) .  I n  t h e  c a s e  o f  A m e r i c a n  R e p u b l i c s  

w h e r e  t h e  A m e r i c a n  d o l l a r  w a s  c o m m o n l y  u s e d ,  t h e  T r e a s u r y  a n n o u n c e d  t h a t  i t  

w o u l d  e n t e r t a i n  a p p l i c a t i o n s  f o r  t h e  r e l e a s e  o f  c u r r e n c i e s  f o r w a r d e d  b y  s u c h  c o u n 

t r i e s  b u t  w o u l d  p e r m i t  i t  t o  b e  r e d e e m e d  o n l y  i f  A x i s  t a i n t  w e r e  p r o v e d  t o  b e  

a b s e n t .  D o l l a r  c u r r e n c y  i m p o r t e d  d i r e c t  f r o m  E u r o p e  w a s  p r e s u m e d  t o  b e  l o o t e d .  

T h e  e f f e c t  o f  t h e s e  r e s t r i c t i o n s  o n  d o l l a r - c u r r e n c y  m o v e m e n t s  w a s  t o  d e c r e a s e  

s u b s t a n t i a l l y  t h e  v a l u e  o f  t h e  c u r r e n c y  h o l d i n g s  o f  t h e  A x i s  a b r o a d .

A t  t h e  e n d  o f  1 9 4 5  t h e  l i b e r a t i o n  o f  a l l  f o r m e r l y  o c c u p i e d  a r e a s  w a s  f o l l o w e d  

b y  G e n e r a l  L i c e n s e  N o .  9 4 ,  w h i c h  r e m o v e d  c o n t r o l s  o v e r  c u r r e n t  t r a n s a c t i o n s  w i t h  

a l l  b l o c k e d  c o u n t r i e s  e x c e p t  G e r m a n y ,  J a p a n ,  P o r t u g a l ,  S p a i n ,  S w e d e n ,  S w i t z e r 

l a n d ,  L i e c h t e n s t e i n ,  a n d  T a n g i e r .  F u r t h e r ,  u n d e r  G e n e r a l  O r d e r  N o .  9 5 ,  a l s o  

i s s u e d  i n  D e c e m b e r  1 9 4 5 ,  p r o v i s i o n  w a s  m a d e  f o r  t h e  u n f r e e z i n g  o f  b l o c k e d  a s s e t s  

o f  c e r t a i n  c o u n t r i e s .  B y  t h e  e n d  o f  M a r c h  1 9 4 7  a l l  c o u n t r i e s  e x c e p t  P o r t u g a l ,  

S p a i n ,  a n d  T a n g i e r ,  w e r e  g e n e r a l l y  l i c e n s e d  b o t h  a s  t o  b l o c k e d  a s s e t s  a n d  c u r r e n t  

t r a n s a c t i o n s .

N o t e s  t o  C h a rt 1 9  a n d  T a b le  2 7

C h a r t  1 9

U n i t e d  S t a t e s  c o m m o n  s t o c k s — M o o d y ’s  s e r i e s  f o r  y i e l d  o n  2 0 0  c o m m o n  s t o c k s ,  

y e a r  e n d .

U n i t e d  S t a t e s  c o r p o r a t e  s t o c k s  h e l d  b y  f o r e i g n e r s — c o m p u t e d  o n  b a s i s  o f  a n n u a l  

c o m p i l a t i o n  o f  d i v i d e n d  p a y m e n t s  t o  f o r e i g n e r s  a n d  e s t i m a t e s  o f  m a r k e t  v a l u e  

o f  f o r e i g n  h o l d i n g s  a t  y e a r  e n d s .  I n c l u d e s  b o t h  c o m m o n  a n d  p r e f e r r e d  i s s u e s .  

D a t a  f o r  1 9 4 1  n o t  a v a i l a b l e .

U n i t e d  S t a t e s  d i r e c t  i n v e s t m e n t s  a b r o a d ,  r e c e i p t s — r a t i o  o f  i n t e r e s t  a n d  d i v i d e n d  

r e c e i p t s  a n d  b r a n c h  e a r n i n g s  t o  U n i t e d  S t a t e s  e q u i t y  i n  i n v e s t m e n t s  a b r o a d ,  

i n c l u d i n g  U n i t e d  S t a t e s  i n t e r e s t  i n  n e t  w o r t h ,  b o n d e d  i n d e b t e d n e s s ,  a n d  i n t e r 

c o m p a n y  a d v a n c e s .

A l l  U n i t e d  S t a t e s  c o r p o r a t i o n s ,  d i v i d e n d s — d a t a  f o r  U n i t e d  S t a t e s  c o r p o r a t i o n s  

f i l i n g  b a l a n c e  s h e e t s  w i t h  t h e  B u r e a u  o f  I n t e r n a l  R e v e n u e ,  r a t i o  o f  d i v i d e n d  p a y 

m e n t s  t o  n e t  w o r t h .  T h e  s e r i e s  h a s  s e v e r a l  d e f e c t s ,  t h e  m o s t  i m p o r t a n t  o f  w h i c h  

i s  t h e  c h a n g e  i n  t h e  n u m b e r  o f  c o n s o l i d a t e d  r e t u r n s  f i l e d ,  p a r t i c u l a r l y  i n  1 9 4 2 .  

O n e  e f f e c t  o f  i n c r e a s e d  c o n s o l i d a t i o n  i n  t h a t  y e a r  a p p e a r e d  t o  h a v e  b e e n  a  s h a r p  

d r o p  i n  t h e  d i v i d e n d s - n e t  w o r t h  r a t i o  a s  i n t e r c o m p a n y  d i v i d e n d s  w e r e  e l i m i n a t e d .  

D a t a  f o r  1 9 4 5  n o t  a v a i l a b l e .

F o r e i g n  d i r e c t  i n v e s t m e n t s  i n  t h e  U n i t e d  S t a t e s ,  p a y m e n t s — r a t i o  o f  i n t e r e s t  

a n d  d i v i d e n d  p a y m e n t s ,  a n d  b r a n c h  e a r n i n g s ,  t o  f o r e i g n  e q u i t y  i n  i n v e s t m e n t  i n  

t h e  U n i t e d  S t a t e s  a s  e s t i m a t e d  a t  y e a r  e n d s .  D a t a  f o r  1 9 4 1  n o t  a v a i l a b l e .

A l l  U n i t e d  S t a t e s  c o r p o r a t i o n s ,  e a r n i n g s — n e t  p r o f i t  a f t e r  t a x e s  o f  a l l  c o r p o 

r a t i o n s  f i l i n g  b a l a n c e  s h e e t s  w i t h  t h e  B u r e a u  o f  I n t e r n a l  R e v e n u e  a s  a  p e r c e n t a g e  

o f  t h e  n e t  w o r t h  o f  t h o s e  c o r p o r a t i o n s .  D a t a  f o r  1 9 4 5  n o t  a v a i l a b l e .

U n i t e d  S t a t e s  d i r e c t  i n v e s t m e n t s  a b r o a d ,  e a r n i n g s — n e t  i n c o m e  a f t e r  f o r e i g n  

t a x e s  o f  a l l  U n i t e d  S t a t e s  d i r e c t  i n v e s t m e n t s  a b r o a d  a s  a  p e r c e n t a g e  o f  U n i t e d  

S t a t e s  n e t  e q u i t y  i n  t h o s e  e n t e r p r i s e s .

G e n e r a l  'N o te s .— 1 . I n s u r a n c e  c o m p a n i e s  a r e  i n c l u d e d  o n l y  i n  t h e  d a t a  r e f e r r i n g  

t o  a l l  U n i t e d  S t a t e s  c o m p a n i e s .

2 .  T h e  e q u i t y  i n  d i r e c t  i n v e s t m e n t s  a b r o a d  u s e d  i n  c a l c u l a t i n g  y i e l d s  i s  g r o s s  

i n  t h e  s e n s e  t h a t  i t  i n c l u d e s  t h e  e q u i t y  o f  p a r e n t  c o m p a n i e s  w h i c h  a r e  i n  t u r n  

f o r e i g n - c o n t r o l l e d .  I n c o m e  r e c e i p t s  a n d  p a y m e n t s  a r e  g r o s s  i n  t h e  s a m e  s e n s e .

T a b l e  2 7

T h e  i n t e r n a t i o n a l  i n v e s t m e n t  p o s i t i o n  o f  t h e  U n i t e d  S t a t e s  s u m m a r i z e s  t h i s  

c o u n t r y ’s  i n t e r n a t i o n a l  a s s e t s  a n d  l i a b i l i t i e s  o f  a  c o m m e r c i a l  n a t u r e ,  i n c l u d i n g  

U n i t e d  . S t a t e s  G o v e r n m e n t  l o a n s .  T h e r e f o r e ,  p e r s o n a l  p r o p e r t y  a n d  r e a l  e s t a t e  

h e l d  b y  i n d i v i d u a l s  f o r  n o n b u s i n e s s  u s e s  a n d  t h e  a s s e t s  o f  n o n p r o f i t  i n s t i t u t i o n s  

a r e  e x c l u d e d .  M e r c h a n d i s e  i n v e n t o r i e s  a r e  a l s o  e x c l u d e d .  G o l d  h o l d i n g s ,  i n c l u d 

i n g  g o l d  h e l d  u n d e r  e a r m a r k  f o r  f o r e i g n  a c c o u n t ,  h a v e  b e e n  e x c l u d e d  f r o m  b o t h  

a s s e t s  a n d  l i a b i l i t i e s .
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T h e  v a l u e  o f  e n e m y  p r o p e r t y  i n  t h e  U n i t e d  S t a t e s  s e i z e d  b y  t h e  A l i e n  P r o p e r t y  

C u s t o d i a n  h a s  b e e n  e x c l u d e d  f r o m  f o r e i g n  a s s e t s  i n  t h i s  c o u n t r y  a f t e r  v e s t i n g .  

H o w e v e r ,  U n i t e d  S t a t e s  p r o p e r t y  i n  e n e m y  c o u n t r i e s  i s  i n c l u d e d  a t  p r e w a r  

v a l u e s  i n  t h e  e s t i m a t e s  o f  A m e r i c a n  a s s e t s  a b r o a d ,  e x c e p t  f o r  A m e r i c a n  h o l d i n g s  

o f  d o l l a r  b o n d s ,  w h i c h  h a d  a  m a r k e t  v a l u e  o f  a b o u t  $ 4 1  m i l l i o n  a t  t h e  e n d  o f  

1 9 4 1 .  T h e  l a t t e r  a r e  e x c l u d e d  a f t e r  1 9 4 1  i n a s m u c h  a s  s u c h  b o n d s  w e r e  e x c l u d e d  

f r o m  t r a d i n g  p r i v i l e g e s  o n  t h e  e x c h a n g e s  i n  t h i s  c o u n t r y .  N o  r e d u c t i o n s  h a v e  

b e e n  m a d e  f o r  w a r  d a m a g e  t o  d i r e c t - i n v e s t m e n t  p r o p e r t i e s .  A m e r i c a n  a s s e t s  

e x c l u d e  t h e  v a l u e  o f  m i l i t a r y  i n s t a l l a t i o n s  a n d  e q u i p m e n t  b u t  d o  i n c l u d e  a s s e t s  

a n d  l i a b i l i t i e s  r e s u l t i n g  f r o m  f i n a n c i a l  t r a n s a c t i o n s  o f  t h e  a r m e d  f o r c e s .

I n s o f a r  a s  p o s s i b l e  t h e  e s t i m a t e s  a r e  b a s e d  o n  t h e  r e s i d e n c e  o f  U n i t e d  S t a t e s  

c i t i z e n s  a n d  a l i e n s  o n  y e a r  e n d s .  T h e  i n v e s t m e n t s  a b r o a d  o f  a l l  r e s i d e n t s  o f  t h e  

U n i t e d  S t a t e s ,  b o t h  c i t i z e n s  a n d  a l i e n s ,  a r e  i n c l u d e d  i n  t h e  v a l u e  o f  U n i t e d  S t a t e s  

i n v e s t m e n t s  a b r o a d ,  a n d  t h e  a s s e t s  i n  t h e  U n i t e d  S t a t e s  o f  a l l  f o r e i g n  r e s i d e n t s ,  

b o t h  a l i e n s  a n d  A m e r i c a n  c i t i z e n s  l i v i n g  a b r o a d ,  a r e  i n c l u d e d  i n  f o r e i g n  i n v e s t 

m e n t s  i n  t h e  U n i t e d  S t a t e s .

t D i r e c t  i n v e s t m e n t s  a r e  s h o w n  a t  b o o k  v a l u e s ,  s t o c k s  a n d  b o n d s  a t  m a r k e t  v a l u e s ,

a n d  a s s e t s  a n d  l i a b i l i t i e s  o f  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  a n d  o t h e r  c l a i m s  a t  f a c e  

o r  s t a t e d  v a l u e s .  T h e  e s t i m a t e s  f o r  s e v e r a l  i t e m s  a r e  r a t h e r  a r b i t r a r y ,  p a r t i c u 

l a r l y  w i t h  r e s p e c t  t o  t h e  e f f e c t s  o f  c h a n g e s  i n  r e s i d e n c e ,  w a r  d a m a g e ,  t h e  m o v e -  

J m e n t s  o f  U n i t e d  S t a t e s  c u r r e n c y ,  a n d ,  i n  s o m e  i n s t a n c e s ,  c h a n g e s  i n  m a r k e t  p r i c e s

o f  s e c u r i t i e s .

2 2 5



F o rra  5 7 7 D e p a r t m e n t  o f  C o m m e r c e

BUREAU OR F O R E IG N  AND DOMESTIC C O M M E R C E

B u d g e t  B u r e a u  N o .  4 1 - R 6 2 0  

A p p r o v a l  E x p i r e s  1 0 - 3 1 - 4 6

W A S H I N G T O N  2 0

quart erl y report  on t ransac t ions wit h f oreign subsidiar y  

or af f il ia t ed corporat ion

Q u a r t e r  e n d e d .

N a m e  o f  U .  S .  c o m p a n y  __ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

N a m e  o f  f o r e i g n  c o m p a n y  ______ ._ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

C o u n t r y  o f  f o r e i g n  c o m p a n y  o p e r a t i o n s  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

F o r e i g n

t a x e s  N e t  r e -

G r o s s  w i t h h e l d  c e i v e d  

( A m o u n t s  i n  d o l l a r s )

1 .  D i v i d e n d s  r e c e i v e d  b y  U .  S .  c o m p a n y

a .  O n c o m m o n  s t o c k  _ ________  _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _

b .  O n  p r e f e r r e d  s t o c k  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _

2 .  I n t e r e s t  r e c e i v e d  b y  U . S .  c o m p a n y

o n  b o n d s ,  n o t e s ,  a d v a n c e s ,  e t c .  _________  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _

3 .  R o y a l t i e s  r e c e i v e d  b y  U .  S .  c o m p a n y  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _

4 .  M a n a g e m e n t  f e e s ,  s e r v i c e  c h a r g e s ,

h e a d - o f f i c e , e x p e n s e s  a l l o c a t e d ,  e t c .  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _ _ _ _ _ _

5 .  E q u i t y  i n  e a r n i n g s  o f  f o r e i g n

c o m p a n y ,  y e a r  e n d e d _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ( S e e  i n s t r u c t i o n  B ) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

6  I n t e r c o m p a n y  a c c o u n t s  a n d  a d v a n c e s  ( A m o u n t s  i n  c u r r e n c y

o u t s t a n d i n g  a t  e n d  o f  q u a r t e r  i n  w h i c h  p a y a b l e )

a .  D u e  t o  U .  S .  c o m p a n y  _ _ _ _ _ _ _ _ _ _

b .  P a y a b l e  b y  U .  S .  c o m p a n y  _ _ _ _ _ _ _ _ _ _

7 .  C h a n g e s  i n  h o l d i n g s  o f  s e c u r i t i e s  o f  . s u b s i d i a r y  o r  a f f i l i a t e

a .  I n c r e a s e  ( ) o r  d e c r e a s e  ( ) ( C h e c k )

b .  T y p e  o f  s e c u r i t y  _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

c .  N u m b e r  o f  u n i t s _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ,

d .  P e r c e n t  o f  t o t a l  o u t s t a n d i n g  _______

e .  A m o u n t  o f  t r a n s a c t i o n  $ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

f . I f  a  n e w l y  f o r m e d  o r  n e w l y  a c q u i r e d  e n t e r p r i s e ,  p l e a s e  i n d i c a t e

t y p e  o  *  b u s i n e s s  t o  b e  c o n d u c t e d _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

g .  O t h e r  p a r t y  t o  t r a n s a c t i o n  ( n a m e  a n d  a d d r e s s ) _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

I n s t r u c t i o n s

A . R e p o r t  o n  t h i s  f o r m  t r a n s a c t i o n s  w i t h  f o r e i g n  c o r p o r a t i o n s  2 5  p e r c e n t  o r  

m o r e  o f  w h o s e  v o t i n g  s t o c k  i s  h e l d  b y  t h e  r e p o r t i n g  c o m p a n y ,  e i t h e r  d i r e c t l y  

o r  t h r o u g h  d o m e s t i c  a f f i l i a t e d  c o r p o r a t i o n s . .  S e p a r a t e  r e p o r t s  s h o u l d  b e  

f i l e d  f o r  e a c h  f o r e i g n  s u b s i d i a r y  o f  e a c h  d o m e s t i c  a f f i l i a t e ,  e x c e p t  t h a t  

w h e r e  m o r e  t h a n  o n e  a s s o c i a t e d  d o m e s t i c  c o r p o r a t i o n  h a s  a n  i n t e r e s t  i n  t h e  

s 'a m e  f o r e i g n  c o m p a n y ,  t h e i r  c o m b i n e d  i n t e r e s t s  a n d  t r a n s a c t i o n s  s h o u l d  b e  

r e p o r t e d  o n  o n e  f o r m .  T h e  r e p o r t  s h o u l d  b e  b a s e d  o n  q u a r t e r s  e n d i n g  M a r c h  3 1 ,  

J u n e  3 0 ,  S e p t e m b e r  3 0 ,  a n d  D e c e m b e r  3 1 ,  a n d  s h o u l d  b e  s u b m i t t e d  w i t h i n  3 0  

d a y s  o f  t h e  c l o s e  o f  t h e  q u a r t e r .

B .  I t e m  5  i s  t o  b e  a n s w e r e d  o n c e  e a c h  y e a r ,  o n  t h e  r e p o r t  f o r  t h e  q u a r t e r  

d i i r i n g  w h i c h  t h e  r e l e v a n t  f i g u r e s  b e c o m e  a v a i l a b l e .  T h e  a m o u n t  e n t e r e d  f o r  

t h i s  i t e m  s h o u l d  b e  s h o w n  i n  t h e  c u r r e n c y  i n  w h i c h  t h e  b o o k s  o f  t h e  s u b s i d i a r y  

a r e  k e p t ,  a n d  s h o u l d  r e p r e s e n t  t h e  e q u i t y  o f  t h e  A m e r i c a n  c o m p a n y  ( o r  c o m p a n i e s )  

i n  n e t  e a r n i n g s  ( o r  d e f i c i t )  b e f o r e  p a y m e n t  o f  c o m m o n  d i v i d e n d s  a n d  b e f o r e  

p r o v i s i o n  f o r  i f j i r e a l i z e d  e x c h a n g e  l o s s e s  a n d  g a i n s .

2 2 6
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ANNUÀL FOREIO î B Ci© AMCRTÏZATICN AND INTEREST SERVICE QUESTIONNAIRE —  TRANSACTIONS DURING CAIMDAR YEAR 1 9 4 5

B u d g e t  B u r e a u  N o ,  4 1 - R 3 2 7 « ,!

R * f .  3 0  (PLEA SE G IV E AMOUNTS IN  THOUSANDS OF DOLLARS) A p p r o v a l  E x p i r e s  1 1 - 3 0 - 4 6

IS S U E

M o n ie s  d i s 
b u r s e d  f o r
r e t i r e m e n t

o f  b o n d s .

P R IN C IP A L  AMOUNT OF BONDS I N T E R E S T ANY INFORMATION THAT 

IN  YOUR O PIN IO N  MIGHT 

HELP U S TO MAKE 

BETTER ESTIM ATES OF 

UNITED STATES HOLD

IN G S OF FOREIGN 

DOLLAR BONDS.

A )  R e t i r e d  b y  

c a s h ;

B )  E s t i m a t e d  
p r o p o r t i o n  

o w n e d  b y  
r e s i d e n t s  o f  

f o r e i g n  c o u n ^  

t r i e s '*

C a l l e d - d u r 

i n g  1 9 4 5  
b u t  u n r e 
d e e m e d  o n  

D e c e m b e r  31»

S u r r e n d e r e d  

i n  l i e u  o f  
c a s h .

A ) O u t s t a n d i n g  

o n  D e c .  3 1  > 

1 9 4 5 J

B )  E s t i m a t e d  
p r o p o r t i o n  

o w n e d  b y  
r e s i d e n t s  o f  

f o r e i g n  c o u n 
t r i e s .

P a i d  i n  1 9 4 5 .

P l e a s e  d o  n o t  i n 

c l u d e  p a y m e n t s  o n  

c o u p o n s  s e r v i c e d  
i n  p r i o r  y e a r s  b u t  

n o t  p r e s e n t e d  u n 

t i l  1 9 4 5 .

E s t i m a t e d  

p r o p o r t i o n  
p a i d  ( C o l . 7 )  

c n  b o n d s  
o w n ed  b y  
r e s i d e n t s  o f  

f o r e i g n  c o u n 
t r i e s  l

PLEA SE SHOT SEPARATELY D ISB U R SB iEN TS BY YOUR AGENTS OR 3RANCHES IN  FOREIGN CO U N TRIES, I F  ANY, BUT EXCLUDE DISPUiiSEMENIPS OF CO-AGENTS I N  THE UNITED STATES

-----------------T i l ------------------ ( 2 ) ( 3 ) ( 4 ) ( 5 ) ( 6 ) ( 7 ) ( 8 ) ( 9 )

PLEA SE U SE REVERSE S ID E  FOR REMARKS.



D epartm ent of Commerce 

Field Service

(N ove m b e r  14, 1947)

A l b u q u e r q u e ,  N .  M e x . ,  2 0 3  W .  
G o l d  A v e .

A t l a n t a  1 ,  G a . ,  5 0  W h i t e h a l l  
S t .  S W .

B a l t i m o r e  2 ,  M d . ,  1 0 3  S .  G a y  

S t .

B o s t o n  9 ,  M a s s . ,  2  I n d i a  S t .  

B u f f a l o  3 ,  N .  Y . ,  1 1 7  E U i c o t t  S t .  

B u t t e ,  M o n t . ,  1 4  W . G r a n i t e  S t .  

C h a r l e s t o n  3 ,  S .  C . ,  1 8  B r o a d  S t .

C h a r l e s t o n ,  W . V a . ,  1 0 3  U .  S .  
C o u r t  H o u s e .

C h a r l o t t e  2 ,  N .  C . ,  1121/2 E .  
F o u r t h  S t .

C h e y e n n e ,  W y o . ,  T w e n t y - f i r s t  
a n d  C a r e y  A v e .

C h i c a g o  4 ,  111., 3 3 2  S .  M i c h i g a n  
A v e .

C i n c i n n a t i  2 ,  O h i o ,  F o u r t h  a n d  

R a c e  S t s .

C l e v e l a n d  1 4 , O h i o ,  E u c l i d  A v e .  
a t  E .  N i n t h  S t .

D a l l a s  2 ,  T e x . ,  1 1 1 4  C o m m e r c e  
S t .

D e n v e r  2 ,  C o l o . ,  8 2 8  S e v e n t e e n t h  

S t .

D e t r o i t  2 6 , M i c h . ,  2 3 0  W . F o r t  S t .

E l  P a s o  7 ,  T e x . ,  1 2  C h a m b e r  o f  
C o m m e r c e  B l d g .

F a r g o ,  N .  D a k . ,  2 0 Vi B r o a d w a y

H a r t f o r d  1 ,  C o n n . ,  1 3 5  H i g h  S t .

H o u s t o n  1 4 , T e x . ,  F a n n i n  a t  
F r a n k l i n  S t .

J a c k s o n v i l l e  1 ,  F l a . ,  3 1 1  W .  
M o n r o e  S t .

J u n e a u ,  A l a s k a ,  F o u r t h  a n d  
S e w a r d  S t s .

K a n s a s  C i t y  6 ,  M o . ,  9 1 1  W a l n u t  
S t .

L o s  A n g e l e s  1 2 , C a l i f . ,  3 1 2  N .  
S p r i n g  S t .

L o u i s v i l l e  1 , K y . ,  S i x t h  a n d  

B r o a d w a y .

M e m p h i s  3 ,  T e n n . ,  M a d i s o n  a t  

F r o n t  S t .

M i a m i  3 2 , F l a . ,  3 6  N E .  F i r s t  S t .

M i l w a u k e e  1 , W i s . ,  5 1 7  E .  W is 
c o n s i n  A v e .

M i n n e a p o l i s  1 , M i n n . ,  S e c o n d  
A v e .  S .  a n d  T h i r d  S t .

M o b i l e ,  A l a . ,  3 0 8  F e d e r a l  B l d g .

N e w  O r le a n s  1 2 , L a . ,  3 3 3  S t .  
C h a r l e s  A v e .

N e w  Y o r k  1 , N .  Y . ,  3 5 0  F i f t h  A v e .

O k l a h o m a  C i t y  2 ,  O k l a . ,  1 0 2  
N W . T h i r d

O m a h a  2 ,  N e b r . ,  4 0 5  S .  S i x 
t e e n t h  S t .

P h i l a d e l p h i a  2 ,  P a . ,  4 2  S .  F i f 
t e e n t h  S t .

P h o e n i x  8 ,  A r i z . ,  2 3 4  N .  C e n t r a l  

A v e .

P i t t s b u r g h  1 9 , P a . ,  S e v e n t h  A v e .  
a n d  G r a n t  S t .

P o r t l a n d  4 ,  O r e g . ,  5 2 0  S W . M o r 
r i s o n  S t .

P r o v id e n c e  3 ,  R .  I . ,  2 4  W e y b o s -  

s e t t  S t .

R e n o ,  N e v . ,  5 0  S i e r r a  S t .

R i c h m o n d  1 9 , V a . ,  8 0 1  E .  B r o a d  

S t .

S t .  L o u i s  1 ,  M o . ,  1 1 1 4  M a r k e t  S t .

S a l t  L a k e  C i t y  1 ,  U t a h ,  5 0 8  P o s t  

O f f ic e  B l d g .

S a n  F r a n c i s c o  1 1 , C a l i f . ,  W a s h 
i n g t o n  a n d  B a t t e r y  S t s .

S a v a n n a h ,  G a . ,  2 1 8  U . S .  C o u r t  
H o u s e  a n d  P o s t  O f f ic e  B l d g .

S e a t t l e  4 ,  W a s h . ,  F i r s t  a n d  

M a r i o n  S t s .



BUSINESS SERVICE CHECK LIST

T h e  U . S. D e p a r tm e n t  o f  C om m erce  ite m ize s  a ll n ew s  

re lea ses , p u b lic a t io n s , sp e e c h e s , p a m p h le ts , an d  b o o k s  

p u b lish e d  th e  p r e v io u s  w e e k  in  i t s  w e e k ly  B u s in e ss  

S erv ice  C h eck  L is t . T h is  l is t in g  w ill en a b le  y o u  to  

ord er th e  m a te r ia l  th a t  w ill b e  o f  sp ec ific  a id  to  y o u  in  

y o u r  b u s in ess .

T y p ic a l o f  th e  fis ted  m a te r ia l th a t  w ill  in te r e s t  y o u  are 

m a r k e tin g  d a ta , a r tic le s  on  sp ec ific  in d u str ie s  a n d  b u s i 

n e ss , fo re ig n  m a r k e ts , e s ta b lis h in g  a n d  o p e r a tin g  n u 

m ero u s k in d s  o f  sm a ll b u s in e sse s , a n d  fo re ig n  in d u str ia l 

w a r tim e  se cr e ts .

M a n y  o f  th e  ite m s  in  th e  B U S I N E S S  S E R V IC E  

C H E C K  L I S T  are free .

^ J l i e  f i s t i n g  c o v e r s  t h e s e d d u r e a u S  a n d  O f f i c e s :

C e n s u s  B u r e a u O f f i c e  o f  D o m e s t i c  C o m m e r c e

C i v i l  A e r o n a u t i c s  A d m i n i s t r a t i o n O f f i c e  o f  I n t e r n a t i o n a l  T r a d e

C o a s t  a n d  G e o d e t i c  S u r v e y O f f i c e  o f  S m a l l  B u s in e s s

F o r e i g n  T r a d e  Z o n e s  B o a r d O f f i c e  o f  T e c h n i c a l  S e r v ic e s

N a t i o n a l  B u r e a u  o f  S t a n d a r d s P a t e n t  O f f i c e

O f f i c e  o f  B u s in e s s  E c o n o m ic s W e a t h e r  B u r e a u

A nnu a l su b sc r ip tio n  $

O rder to d a y  f r om  the

S up erin te nde n t o f D ocum en ts, U . S. G overnm en t P rin ting  Office, W ash ing ton  25, D . C. 

M ake check payable to Treasurer of the U nited  States




