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Ik heb de eer Uwer Excellentie hierbij aan te
bieden het memorandum inzake het Europese deficit
van Nederland in het fiscale jaar 1950/51, dat in-
gevolge het opgelegde tijdschema van de E.C.A. 0D
19 Juni j.l. aan de ECA-llissie te Den Haag werd
aangeboden.

Dit memorandum kwam tot stand door overleg tus--
sen het Ministerie van Financien, het Directoraat-
Generaal van de BEB en het Bureau van de Regerings-
commissaris voor het E.H.P.

In de vergadering van Uw Raad op 20 Juni werd
besloten, dat in de daaraanvolgende vergadering een
discussie zou plaats vinden over de situatie van Ne-
derland in het E.P.U.

Bij de richtlijnen, welke door de E.C.A. werden
gesteld voor het vervaardigen van dit memorandum
werd uitdrukkelijk gesteld, dat het niet in de be-
doeling van ECA lag zelfs voor de structurele de-

's—Gravenhage, 21 Juni 1950 P
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biteuren een regeling te treffen, waarbij het Europese

deficit bepalend zou zijn voor het vaststellen van
de z.g. "initial gid%.

De opvatting van E.C.A. is, dat het stelsel van
de E,F.,U., impliceert, dat debiteuren in het inter-
Europees verkeer gebruik moeten maken van de crediet-—
faciliteiten, welke onder de E.P,U, worden geschapen.
Het is duidelijk, dat het gebruikmaken van de cre-
dietmarge voor de debiteuren een offer betekent,
gangezien hierdoor hun schuldenlast wordt vergroot
en eventueel in een verder stadium de goudreserves
kunnen worden aangetast. De E.C.A, is echter van
oordeel, dat dit offer als noodzakelijk wordt be-
schouwd omdat alleen langs die weg verwacht kan wor-
den, dat de debiteur-landen een politiek zullen
voeren strekkende tot vermindering of eliminering
van het deficit.

Hoe zeecr dus ook het argument, dat iedere ge-
bruikmaking van de credietmarge de schuldenlast
van Nederland verzwaart, juist is, het gaat tegen
het gehele principe van E.P.U. in wanneer een land
zou claimen, dat het behalve de directe hulp en de
credietfaciliteiten van E.P.U. ook nog vrijwel het
gehele Europese deficit als "initial aid" wenst
te ontvangen.,

Onder de hypothese van consolidatie van
"existing balances" over cen periode van 2 jaar en
een acceptatiec van het bilaterale arrangcment met
Duitsland werd het Buropesec deficit van Nederland
in de E,P.U, in bijgaand memorandum berckend op
$ 123 millioen.




i, 1

Op grond hiervan werd de dezerzijds zeer hoog
geachte initial aid van § 90 milliocen gevraagd onder
dec argumentering, dat dit zou impliceren, dat Weder-
land in het eerste jaar van de E.P.U. reeds in aan-
zienlijke mate op de goudvrije swing in de crediet-
marge zou moeten trekken.

De schatting van het Europese deficit in bij-
gaand memorandum is naar onze mening conservatief.
Een hogere schatting zou het doorslaggevende nadeel
hebben, dat in vergelijking met het vorige fiscale
Jaar ieder perspcctief uit de Nederlandse betalings-
balans zou zijn verdwencn. De in vergelijking met de
ramingen opvallend gunstige rcsultaten van het af-
gelopen jaar zijn zowcl uit de Deviczcnnota als
uit het jaarverslag van de Nederlandse Bank publick
bckend.

Omtrent de beide veronderstecllingen over de
consolidatie en het accepteren van hct Duitsec arran-
gement staat op dit moment nog niets vast. lochten
één of becide verondcrstellingen te optimistisch blijken,
dan kan dit in de volgende besprekingen over het
mecmorandum kracht bijzetten aan het verzoek om een
initial aid van relatief grote omvang, Het leek in
de onderhandelingen juistcr om ecn evcentuele uit--
spraak over dec onmogelijkheid van Nedecrlend om de
liberalisatic-maatregelen te handhaven of verder
agoor te voeren, tc bewarcn totdat de ecrste rcactics
op het memorandum van Amerikaansec zijde zijn gegeven.

In de thans tec voeren besprckingen zal gzecker
krachtig naar voren mocten worden gebracht, dat iedere
trckking op de credietmarge, welke Ncderland in de
E.P.U. ter beschikking staat, een crnstig offer be-
tekent, gezien dc zwarec schuldenlast, waaronder Ne-
derland reeds gebukt gaat.

Het ligt in de bedoeling, dat Uwe Excellentie
voor de R.E.A. van a.s, Dinsdag ook een nota zal
bereiken over anderc aspecten van dc lederlandse po-
sitie in de EPU.

De Wnd.-Regcringscommissaris
voor deze
De Directeur van het Bureau
voor hct Eurogsse Herstel Programma

5-98-469-60-5-'50
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The lletherlands intra-Buropcan payments position.

—— . —— . —— v ——— ——— - - e - - — . ——

OuSe«Rs has requested to give a foreeast of the Ewropean
paynments position with the oarticipating countries in 1950/51.

Given the faet that the liberalizatvion has been carried
tb"oa;h 0 2 considerable extent, it is impraeticable to
give & rather exact prognosis 1n contrast to previous years
when expox ts and imports were conurollea Jy quota systems.
Therefore the prognosis had to be limited o an estimate of
the overell balance the brezk down of which was estinated
for the most imporiant area s only. ‘As a metier of fact these
break down figures may inverchange as a result of switches.

o Or'Edfloﬂq for 1950/51 are as follows:

( it: one million dollar) _
Belance Contractual
current oblizations
account on capital
(trzde and account
invisibles)

a) Sterling srea + 14 S |

b) Belgium - 118 - 19

¢) Germany s 1 ——

d) Other participating

countries AT G e = 14 AW,

- 117 - 40
o AD
- 157
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The ebove figures do not include the exl‘ﬁﬁWF balances
per July 1st, 1950, as the manner of consolidati these
balznces has nolt yet been determined. These uolances are:

(Unit: one million dollar)

when taking When now
intc sccount taking into
the agreement accouns the
with Germany ') agreemnent
wibh GCer-
many ')
Sterling arez ;o= 24 - 24
Belgium o — 40 v )
Germany L+ 41 (87-46) VR =
Other perticipating
countries —_— —— e

Total balance, T N T

1

Note ’) In aceordance with & bilatere a;rerm v Germany

T with
i 1 5 3 t of s PEYIENTS
e Bous i o7 SHB S TP S8 BE ¥ %% 6x8EaPR8nE"
separate accounb to finanece specifie ie grds puP-

chases in 1950/%51
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If: 1) the existing balances will be consolidated within
2 vears and

2) the bilateral azrecment with Germany is taken inbo

account

fhe estimated overall deficit forxr 1950,/51 of . 157 wiil be
peduced by @ 34 o - 127,

he amount of >4 has been calculated as follows:
decrecse by . 46 on account of the bilateral agreement with

Germany; :
inerecse by . 12 (half of the existing balance of ninus 23)

Wet decrease: . 34,

should the bilateral agrecment with Gerwany prove not to
be consistent with the E,P.U., the éxisting balances per
July lst, 1950 would not be = : 25 but + . 23, and the estim-
ated defiecit for 1950/51 would have to be reduced by about

12 to o 145.

The figure . 12 reprecents half of the existing belance

o 4+ o 20

Explanation of the expecied surpluses and desficits in the
b 1unoe of payments 1950/51.

e et R T e ——— AT ——

The 165C/51 programme subnitted in Paris in Decenmber
1649 showed a balance with participa Lln countries of +
. 11, ealeulaled on the basis 0f direct aid amounting to
v 202w Follews:
balance with partlclnaslu“ Sterling area
{U,K. and D.0.7.) + . 84
balance with other participating countiies
{ . 15 of mhich to be paid in Sierling)

— e R € R

The other Sterling-transactions at the tiue had been estim-
ated to be:

c=transactions with parvicipating countries

(excluding U.K. and D.0,T) - & 15

L~transactions with.ﬁestern Hemisphere - . D4

i=transactions with the Non Participating

Stsrlimg area = 455
o bl . - :;T. 84
P, - Ty e S e e——————

g T L I | 5 d

Jgﬁﬁ_abﬁva shows that in December 1949 an equilibrium was
: n Z-transactions, as considered from the currency-

‘the gec 4

rraphical arca angle,whercas the &~
1 the Earﬁieipatlnh and Wanp?artlclnatl
Lﬁsﬁimatsé to r&swlt in & surplus of +

fwﬂf hh@ @thar ?artlclpaulng
nme submitted in December
{ 3&@@§allzati@n percentage
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Furthermore the consequcnces of libheralization have been
found to be mucli more onesided then had becn e xpeected a.‘(: the
time., Taking into consideration the probable cut in airect
aid, these Tactors will not Tail %o exercise their i .LlULﬁCP
upon the Netherlands position with the other Participating
Countries in 1950/51,

0’7

Re a: The «~~carning capacity in the Fartleipating Sterlin
arca has becn rcduced by the above mentioned -30501
and is now estimated to be + . 765« On the other han
s~paynents are not expceved to recur in relation with
other Partieipating Countries under the system of the
HePalUs; bUut they will ccritainly recur in the current
payments with the Non-Participeting Sterling area, the
Western Hemisphere and z2lso other uon»furtlcwv:ting
Countries. The Sterling position will then be expected
to be as followﬁ:

rpun)mz

Balance of receipts and payments with the
Participating Sterling area $ o Te 2]

Balance of receipts and payments with the
Non-Perticipating Sterling area, the
Western Hemisphere and other Non-
Participating Countrics -

+
(@)
~J L0

2) Note: including ccpital account,

Re b: 4 prognosis on the development of the monetary account
“\With Belgiunm has become cxredingly difficult since tine
liberalixation. The above factors appear to make their
influence felt particularly with regerd to 3elgiwunm,
The liberalization percentage vis-2-vis Belgiuo is
considerably higher than the percentage vis-2-vis the
other Perticipating Countries,whereas the market in
the Netherlznds has not yvet been sgaturated in certain
sections in contrast $o 2 saturated Belgiun markedt.
-1 a2 relative  gghoe -fhe Belzian market therefore has
oZffered praeticelly no additionzl possibilities as yet
to the liberzalized Hetherlands cxports.Only after the
progpective coordingtion of the Netherlands and Belgian
_agrlculturﬂl pollcg,tﬁe agrarian section mey be CKUGCth
%0 offer perspeciives to Netherlands exporis.

The consecgusnces of liberalization in the trade with

+ Belgium have proved to be much wmore fur—fcachlng tha
W ;h@é first been anticipated, The deficit of the Lfirst
‘£ﬁﬂ$ months of 1950 cmounting to about 80 million dollar
- ean not be taken as =z basis for celculating an armua‘l

@ﬁﬁﬁﬁiﬁg giVEE the fact that sensonal influences plaj
%mgmx@am ert in the first four months o every year
into &aenmnﬁ the considerable pressure on the
‘*M@nts, resulting from the backlog demand
X . mqiah ia af a deel;nlng n%tura.

’E@ﬁ@ﬁﬁmailﬁ, it 5n0%S thc Leavy
. bals mms @f @Rg%ﬁﬂﬁs causcd

 ﬁm“ﬁh%_purr@nﬁ
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When adding to this figure the deficit on capital accouwrt
the total deficit would be about ¢ 1%7 million., When

comparing this deficit with the 194S,/50C deficit whieh

will amounts +to fdnv* b e “117104, en improvement in
the position witha Belgium anpears to be GKPGCbEu N0~

' withstanding the great prozress in liberalization.

Re e: A deficit of about [ 26 million iz to be expected with
Cermany in 1950/51, due to a2 zreat extension of the
liberalization of imports frou Germany,resuming
tourist—trafiic to Germany and the Lecenulj 1ﬂ)0”ed

s

regtrictions on the transit-trade to Germany,

This is all the more prcbablz as letherlands exporis
cf consumer-goo0ds are 2s a rule paid. for 1nhey1ch'y
whereas Netherlandg purchaseg of German capital zoods
will zfiect the balanece of payments in & later shagse.

A

Re dt &n eguilibrium will be expstted to exist with the other
countries.
Whereas an equilibrium will be likely to exist with
Sweden,surpluses may be exnected in the balances of
paynents with Norway and Denmnark.
The bzlance of payments with France is developing Ifrom
2n equilibriunm into a relatively swall deficit,whereas
the balances with the remaining countries will proocbly
show a surnlus.
A prognosi; for toe balance of peyments with Switzerland
ig bhardly to make on account of the gpecial nature of
the zoods to be imported from that country. Nevertiheless
it 13 taken into account thet the position with Switzer-
legngd will glier Trom 8n artificial eguilibrium into a
deficite. ‘
issuming that after the establishment ol the =Z...U.
further llberwllzatlon will be cgarried throuzh, it 13
deemed likely, however, thiat an overzll sur-lus on the
gurrent acepunt of gbout . 1% million can be acnieved,

The deficit on the eapital account with these comntries
we il he spoult | 14 million, szo that the oversll bolance
Will ah@m deflefigit of abpul . 1 mill]

o -ing into account the above es
' ﬂ"j_with t&a ﬂnllax area ai 175 million and
. rest of the world of 5 million, the total
.'ﬁf*fg'ﬂﬁﬁlhgﬁﬁﬁ'@hﬁ Zﬁi@@wi&g Pi@ﬁlili

iT?t =, 2 deficit
gur>lug with the
balznce of paynents

o o F’

gld, — 600
,»1&, ¢ 20
gla._—lzﬁi

s ﬁ@v&lﬁatiﬂﬂ Whi&h tool:
i deficit on

3 gross ’
{‘abmmﬁ_&ld¢15aﬁlmil-

"‘. i‘ |' I- . 3 .';-'." :- ',‘..':‘4“‘._- :I— |:_ : ‘_" A
[ R = > ) R el AR
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half of 1949, which can not be reckoned with when making +the
estimate for 1950/51, partly as these factors are absolutel
uneertain, partly es they are ecertain not to rscur.

"hese Tsctors are
c‘-..-_L

e.) the drought in 1949 in Western Zurope, which entailed exira
export-possibilities in the Jetherlands agricultural section:

b) temporary oncsided liberalization of the Nethsrlands im—
ports into Western Germany;
c) the improvement in the trade end payments with Indonesia

-2

walch cannot be expected to continue;

d) in the last guarter of 1949 the current account of the
valance oif payments with the perticipating countries showed
& surplus, an abnormal phenomenon, which can be explained
by the faect that the buyers in this country in view of
devaluation, have been cbiding the developnment of prices
on the worldmzirket, in the neantime eating into their
stocks.

The favourable influence of these factors is estimated to
apnount to Gld. 30C to 4CC million znd elimination oi these
factors would bring the 194¢ ﬂe¢101t up to abeout Gld. 1350
marllion. The 1950/51 eotlgate of Gld., 1245 million, therefore,
essentially means an improvement of about Gld. 100 million as

egainst 1S49.

Taking a deficit in the E.P.U. of » 123 million as a starting
point, thus presuming fthnt

a) the existing balances will be consolidated within two years;
b) the bilateral agreement with Germany will materialize;

it geems reasonable to suggest to 0.8S.R. To consider an amount
pf » S0 millien to cover the initial position, having regard
o the Fact thaet Bhis defieit will result from 3

1) the liberzlization of trade;

2) the increased strain on the balance of payments with the
partieipating countries conseguent upon a considerable cut
‘in the direct azid.

ﬁ”ftlal pogition of ¢ S0 million should be grented,

e A %b@utAhalf of the credit mergin not reguiring settlement in

yﬂi;j1ff gold or dollars would be exhzusted in the Tirst year.

H‘ia ﬁﬁ@%@ﬁtiﬂg‘a much larger portion of the E.F. U.~credit mergin

) ;@E thae firsgt year, would in the opinion of the Netherlands

~ Government, eﬁ%ail certain risks; not only hecause the ad -

1tage of - German agreement would no longer exist in

thgﬁ 3&3@ beceause the Netherlands hard currency re -
2 pressrved as auch as possible, especially

Tact that after June 1952 no nore llarshall-aid
ng. Such reserves are indispensable 1O cover

| ital account and possibly also a

"5@@@@@% in lagter years.

m.hawevar, @anaider it to be possible
- ‘ wmll nnﬁ be conm




e
that the deficit in the 5.P.U., would not be
u 145 million,
Shou}c en initlal position of i 90 million be granted, %the
cortion of the ecredit mazrgin not requiring scttlement in zold
or dollers would practically be cxhzousted cntirely in the
first year, i

w 123 nillion bt

In view of the above thc Netherlands Government , thersfore,
;pglles Ior an allocation of % 90 million to cover thcir
initisl position in the E.P.U,.

Regarding th: prospects for 1350/51 znd lator years the
following obscrvations must be made., Should liberalization

be epplied integrally by the other ISuropcan countriss after
the cstoblishment of the B.P.U., a gradual improvcmcnt mcy be
Gxpeeted o oecur in the Neth:rlonds position. The strain

gn the copital cccount exerted by contrzetuzl cngsgements with
the Partieipating Countries will then for the greater part
heve disappesred. Boesides, the considerable discquilibrium

in the bzlonee of poyments with Bolgium, occosioncd by vhe high
degree of liberrligation in the trade with this country -
which is ncecsgsary with o view to the rgelization of the
Benslux - will be rcduced to more normel proportions, liore-
over the figurcs rcloting to the monectary dcvelopments ~nd

the gr-dusl reecgsion in counsumption also indiceate o simila
improvement in the Neth_rlonds long term position,

If mercover clso the bolonce of paymonts with the other
porticipating countrics should grodunlly b. showing on in-
crecsing surplus, the nssumption cppcars to be worraonted

that towsrd the cnd of the S.B.P.-21d thc Nethorlonds defieit
38 e BvLrell Zerocesn bolanec gf payments will hove de-
ercosced considersbly.

For 1951752, however, - consider~ble defieit will still hove
to bc reekoncd withe
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- Dby or before the end of the E.R.P. period.

MEMORANDUM OF THE E.C.A.
ON INITIAL POSITIONS WITH E.P.U.

INTRODUCTION.

1. Since the beginning of the discussions on a European

Payments Union it has been recognized that certain deficits

of participating countries would be eligible for special iy
financing after the establishment of the Payments Union. The el

Second Report of the 0.E.E.C. referred to deficits which
might be called "structural® or "exceptional" whose finan-
cing would be distinct from the ordinary credit facilities

of the E.P.,U., although probably administered within the
E.P.U., and whose determination would be an E.C.A. respons-
ibility. The recent very encouraging progress toward final
agreement on the Payments Union makes it advisable to proceed
at once to the determination nf such eligibility for special

financing.

2o The term "structural" has frequently been used in
reference to the deficits in question; the terms "exceptional®
and "permanent" have also been occasionally used. Each of
these terms is capable of several interpretations; further-
more, it has not heretofore been made clear whether all or
only some part of such deficits as might be considered
"structural" would be covered by special financing. In view
of the ambiguity of the terms "structural" and "exceptional"
and the unsuitability of the term "permanent”, we shall
henceforth refer to the operations falling under this general
heading as the establishment of initial positions vis-a-vis

the BaPull,

3 Although the exact method of accounting for such
initial positions is not yet finally determined, they will

in general take the form of credits to the accounts of certain
participating countries with the E.P.U. which may be used %o
settle net deficits with the E.P+U. without gold settlement

or repayment obligations.

4. The special financing of surpluses will be the subject
of separate discussion with the countries cbncerned.

General Considerations.

i P As z framework for consgidering the eligibility of a
country for an initial position in its favor vis-a-vis the
E.P.U., the following considerations should be kept in mind .

6. M initial position in favor of a participating country
represents intra-European aid on a grant basis. It must
therefore be justified by special factors in the economic
position of the country during the transitional period of
post-war recovery and must be related to a program for the
elimination of the need for extraordinary outside assistance
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Te It is not the intention of the E.C.A. to arrange
special financing via initial positions for all forecast
intra~EBuropean deficits. The ordinary credit facilities of
the E,P.U, are themselves expected to provide a large measure
of flexibility in the paymente positions of its members; and
it is essential to recognize the credits provided by the
E,P.U,, accompanied by gold paymente on the schedules to be
agreed, as the normal method for financing the deficits which
occur., Thus, while the development of an estimate of a count-
ry's intra-Buropean payments position is a necessary part of
the analysis of that country's eligibility, the establishment
of an initial position mupt rest on something more than a
forecast deficit,

Ba Just as the initial positions are not designed to
replace the facilities of the E.P.U., they are similarly not
designed to postpone or omiate stops towards economic re-
adjustment which may be egpentiz? to the ultimate balancing
of a country's payments,

9. It is important to recognize that the complete intra-
European transferability of all intra-European earnings and

of E,P.U. credits will alleviate many of the most intractable
payments problems which have given rise to drawing rights
under the present or post Intra-European Payments Apreements.
Those drawing rights have largely beend esiguned to cover par-
ticular bilateral payments deficits, Any prospective deficit
whoge financing through an initial position is under consider-
ation must consequently be an overall deficit in Burope.

10. In view of the foregoing considerations it will be

clezar that there is no necessary relationship between the
initial positions established in favour of certain countries
and the drawing rights which have been established in the past,
The fact that a country has received drawing righte during

the last two years would not in itself justify the establich-
ment of an initial position with E.P.U. At the szme timec, it
is clear that a country receiving an initizl position in its
favour with E.P.U. should show substantial progress toward
.eautlihrim by comparison with the previous years,

8 that feel there are special factors in

C payments which, in view of the coneider-

lined ab&ve, would justify initial positions in their

R. will hold individucl discussions in Porils
22nd June. As z basis for those

mla wish to receive, from the deleg~

» 2 memorandum by 19th June,

include:

mm‘s intra—zump&an pammxtu
ear and, in more
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anticipated trade liberalisation =s well as other
relevant factors. This estimate should be presented
in the context of a continuing developmant toward
independence of outside aid by 1952 and should in-
dicate the particular elements whose improvement

by 1952 will lead to overall balance.

b) special elements which reflect particular government
programmes;

¢) particular elements of uncertainty in payments or
receipta;
d) the structure of intra-European debts owed by or

owed to the country,particularly the debts that
have not been consolidated,

13. Finally, the memorandum should state the size of the
initial position that the government wishes the E.C.,A. to
consider, and should set forth explicitly those factors that,
in the judgement of the government, may make the country el-
igible to receive intra-European aid on a grant basis after
the institution of the European Payments Union.

14. Phe E.C.L. Misgions may, in the course of their
consultation with the governments, suggest additional points
relevant to the memoranda of particular countries.

15 At the time of the individual discussion with a country
delegation the corresponding E.C,A. lission will be represent-
ed in Paris to take part. It is hoped that the memorandum to
be submitted to 0.S.R. by 19th June will be prepared in close
consultation with the E.C.A.Mission; the 0,5.R. will rely
heaviliy on the Mission for technical analysis and recommen-—
dation. In particular, any parts of the memorandum which
require detailed analysis should be discussed sufficiently
with the Mission to avoid time-consuming examination orf
details in the Taris discussion. In any event, a copy of the
country's memorandum should be transmitted to the E.C.A.
Mission by the time of tis transmittal to 0.S8.R.




