CHAPTER VI

AIMS OF A REGULATION OF
INTERNATIONAL ECONOMIC RELATIONS

In the preceding five chapters we have endeavoured to
make clear the essence of international economic relations.

We will now, 1n the five chapters following, deal with the
question whether, and if so, how a certain regulation of
these relations should be aimed at. In doing so, we will
take existing conditions as our starting-point; not the
conditions of wartime, but those which wili, after a certain
period of transition, develop into a more normal situation.
Hence we do not mean to deal with those temporary
measures which will prove to be necessary in order to al-
leviate the greatest distress or in connection with military
operations; 1t 1s the more final arrangements that will form
our subject-matter.

[f the conditions that prevailed in the international
economic field between 1918 and 1939 are reviewed, the
conclusion 1s evident: the chaotic development of those
years can in many respects not be put up with again. It
was far too much 1incidentally that the difficulties arising
after the First Great War were faced; a policy of tinkering
and makeshift. Therefore, in view of the presumably far
greater difficulties which will arise after the Second World
War, recourse should a fortiori be had to a programme that
has been well thought out and for whose execution people
are ready to use force. A programme presupposes an aim;
it is this aim about which we will speak in this chapter. It
is not difficvlt to find a formula for it, which as a formula
will satisfy anybody: as our aim we wish to put the
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promotion of ‘general interest’. lt 1s more difficult
however, to make this formula more concrete. Ve alread
wrote about these difficulties elsewhere?, therefore we Shﬁﬂ
here only give a summary of the conclusions reached there.
These were, for instance:

1. The idea of ‘general interest’ must remain vague as
long as no method has been found to weigh a decline in the
satisfaction of one person’s wants against an advance In
those of another.

2. The satisfaction of anybody’s wants is dependent on
greatly varying aspects of human life: the possession of
material goods, health, a certain measure of liberty, oppor-
tunities of employment and a certain measure of certainty
in life; promotion of one aspect often causes a neglect or
opposition of the other.

3. People often do not know their own happiness: they
have incorrect or too limited conceptions about it.

4. People differ greatly in natural ability, accomplish-
ments and desires: tastes and requirements dif}

Viewed internationally this becomes even more dif] c:uh
because between the various nations, too, there are
differences in their views of life, ability, wwlth :md
history, which appear, for example, from their widely
different aspirations and forms of government (compare
Germany, Japan and Russia with the western nations on
the one hand and the oriental countries on the other); and
in the sovereign power of nations, hitherto acc&pte, 1n
many matters which also touch their neighbours and other
countries 1n the world.

These difficulties may result in 2 permanent difference of
opinion as to the aims of economic policy and are the
cause that any programme will show subjective elements

1 De les van dertig jaar, chapter 12z.
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as long as these difficulties have not been solved. For
instance, certain suppositions have to be made about the
relative importance of the desires of one man compared
with those of another, and one must presume to give an
opinion on what is good for others, even if they do not see
1t themselves.

The complete solution of the problem of the organi-
zation of the international community, however, is not the
task of the economist. The latter has only to occupy a
discreet place beside the expert on matters of government,
other experts of organization, the psychologist and the
pedagogue, the sociologist and many technical experts. As
for the problems touching himself, he will have to be on
his guard against inexpert solutions; in the past he has
been listened to far too little: witness what happened to
Keynes after 1919; but it should not be thought either that
everything will come in order once the economic problems
have been solved. Even more than after 1918, much has
been destroyed this time that belongs to the competency
of others. Moreover, new branches of science have since
revealed to us aspects of the community which must on no
account be neglected. One group of surgeons, at any rate,
will have to be more modest than in 1919: the politicians.
For the very good, real politicians this holds good to a
lesser degree than for those among them who, properly
speaking, are nothing but representatives of group-
interests. It is to be hoped that especially the solution of the
most difficult problem, the finding of the correct treatment
of the conquered peoples, will not be left to the feelings of
politicians only, but will also be based on the opinions of
a great number of sociologically-schooled scientific men.

In this publication only the economic aspect will be
elucidated to some extent. In our opinion, the aims of a
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be formulated as foHows accordmg to the fur’thar
vestigations mentioned above:

(a) a production as large as 1s possible;

(b) a production of the greatest possible stabﬂity;

(c) a distribution, as fair as 1s possible, among

1. persons and classes, and 2. peoples;

(d) a number of conflicts as low as possible, both within
the borders of each country separately and among the
various nations;

(e) a liberty as great as is possible for the parts, 1.e. for
individuals, enterprises and states.

It should be borne in mind, however, that these aims
are not entirely independent of each other and that 1t 1s
p0331b1e therefore, that the promotion of one of th&s&
is prejudicial to another. Hence the quest:tn remains to |
answered how these aims, as far as they are in conflict with
each other, are to be weighed one agamnst the other. 2
long as measurements are still impossible in this respect, 1
will be necessary, as was pointed out in another connection,
to leave this weighing-off largely to the subjective i oment
of the economic-pclitician,. The aims und d (e)

have a more passwa mcanmg especmlly Wlth d to t

fa.r the other alms Iea:ve the poss::b111ty of a certain freedom
of the parts.. Opp osxte the poss1b1hty of canﬁxcts amon the

object also brmgs the other object nearer. Thus the nux
of conflicts will already diminish, When prod uction has
mcreased and reached greater stability and distribution
has become more equitable than before. '

Most of these aims have an internal aspect for eact
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country separately as well as an international aspect; the
present work only deals with the latter. This means, as
we shall see, that for some points, especially point (a) but
also (b) and (c) even the main points will not receive
treatment here.

The principal measures by which the aims, mentioned
as desirable, can be attained, are, as regards the points (a)
and (b), included in a good trade cycle policy in the widest
sense of the word. The aim of this policy might be
defined as the ‘living within one’s means’ for the entire
social system, and then in this sense that — apart from
the normal increase of the circulation of money over longer
periods — not only not more than the income 1s spent, but
also and especially not less than the income. For the non-
spending of the income brings about the depression.
‘Spending’ in this connection 1s also using the money for
the expansion of plant. After a detailed analysis of the
mechanism of economic movements and of the experiences
cained with different measures in the field of economic
policy, especially since 1929, I have elsewhere! come to
the conclusion that it is possible to attain a practically full
employment of the productive apparatus without the dis-
turbing effects of serious depressions if certain conditions
have been fulfilled. The measures necessary for the
attainment of this objective are not so far-reaching that
every gesturé of private entrepreneurs 1s to be restrained,
as 1n a situation of war-economy or as 1s the case in Russia.
Apart from some exceptional situations which will be dealt
with later, it suffices that the authorities should follow a

1 Economische Bewegingsleer, especially the supplement about
,,Beinvloeding der economische bewegingen’, Noordholl. Uit-
geversmij, Amsterdam 1942-1945.
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policy of ‘compensatory expenditures’. This policy means
that in times of a depression in private business-life a
greater number of government orders is given than In
times of great activity in the private sector. For this purpose
the government must have a reserve of unexecuted public
works, of which the preliminary work has been completed
already and from which they can draw ‘at call’. Also other
than only public works can be used, as for instance the
ordinary official activities,and the many cultural and social
objects by which social life can be raised to a hxghm‘ mvﬂ

We are thinking of research-work, the creation of

bilities for travelling and recreation for those btg
of the population whose income 1s insufhicient u these
things and many other projects of the kind.

'The execution of these projects should not be financed
from increased taxation. It is better not to raise the rates
of taxation in times of depression, — perhaps even better to
reduce them, — because an increase would check enterprise
still further. The financing should be done by means of
loans and by the creation of new credit, as long as there 1s
no cyclic reserve to draw from. The creation of the latter
should be aimed at in boom periods, when the revenues
ought to exceed the expenditure of the government. In
boom periods it 1s not desirable to redeem on a larger scale,
because in this way large sums would come in the hands of
individuals, which might lead too much to new invest-
ments. 'The reserves made in boom periods should not be
invested in the ordinary way, but kept liquid, for example

a special account with, the Central Bank. For also an
investment in securities would mean that money would
come at the disposal of the public, which at that moment
had better remain inactive.

It is probable that the raising of loans in slump periods
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does not attract all the parts of the incomes that have
remained unspent. As, however, the aim of cyclic policy
in slump periods must be to let the incomes flow on,
and thus maintain the level of an approximately full
employment, it will be possible by the creation of more new
money than is compatible with the structural growth of the
social system, to provide a certain compensation. During
the slump itself this will not involve any dangers. It will,
however, when the recovery announces itself and the
amounts hoarded before come into activity, together with
the newly created means. If the recovery should develop
too rapidly, an economic overstrain might be the result,

with wrong investments and a repercussion In its wake.

'This is the moment when the government may have to

intervene to a larger degree than will be necessary in other

cases. The means at their disposal are: rationing of credit,

of imported raw materials and machinery, perhaps even of

raw materials and machinery produced in the country

itself, and price-control. When, however, the depression

has been mitigated by the measures described above, the

revival is also less impetuous than was sometimes the case

formerly. For the arrears in replacements, in stocks and

in the requirements of consumers are less and only a very

small rise in prices will take place, owing to which specu-

lative purchases of raw materials will also be less intensive.

Therefore the hope is justified that the circumstances

indicated above as exceptional situations, will only seldom

occur and that these more drastic measures rather have a

preventive character.

The trade cycle policy here drawn in outline — and for
the details of which we again refer to the publications
mentioned — is, as we also observed before, tied to some
conditions as to its practicability. The first and most
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important condition is that industry in general shows an
understanding for the sense of these measures; especially
that it is realized that unhampered trade and industry are
of themselves unable to prevent economic fluctuations and
that it is therefore a natural duty of the government to
see to it. In the U.S.A., between 1933 and 1938, this w
insufficiently realized and the high government expenditure
led to a strong aloofness in the expenditure of private
people, both as regards investments and articles of cor
sumption. This aloofness had a strong adverse influence on
industrial activity. If these views should not bereconsidered
the possibilities to attain a reasonable measure of em-
ployment and stability in an industrial life that 1s still free
in many other respects, are so slight that the only solution
lies in a far more drastic interference of the government: in a
sort of war-economy or socialisation on a large scale. Thus,
however, initiatives of great value to the community would
presumably also be lost, and it is to be hoped, therefore,
that industrialists and authorities will appreciate each
other’s contribution towards the establishment of more
stable and better economic conditions and will act ac-
cordingly. As far as the industrialists in the 1

Netherla
are concerned, and as it seems equally in Great Britam, I
think I am entitled to state that a distinct change in
opinions has taken place which gives rise to a feeling of
optimism. '

A second condition for the success of the economic
policy outlined above is that internationally there should
arise sufficient cooperation in this respect, so that the
national trade cycle policies of the big countries approxi-
mately run parallel. If Great Britain should endeavour to
follow such a policy — and government utterances give ri

to hope in this respect — it must not be thwarted by the
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U.S.A., Russia, France or Germany. If these four big
powers should work 1n approximately the same direction,
the chance of success for each country separately would be
greatly increased, without the necessity of an intricate
international system of cooperation. It is to be hoped that
especially the U.S.A. will realize their great responsibility
in this respect. If there, as is feared by Mpyrdal, and
notwithstanding the warnings of prominent economists
such as Hansen and Stuart Chase, economic control should
be insufficient in consequence of the attitude of powerful
groups of employers, things may be spoilt for the world
as a whole.

The measures which iIn my oPinion' will especially be
necessary to attain the more equable distribution among the
persons and classes of one nation as mentioned before under
(c), belong to the domain of taxation and social legislation.
Proposals in this connection have also been published
elsewhere!. I am especially of opinion that wage policy offers
only limited opportunities, and that large-scale socialisation
has by-effects which do not or not yet make it attractive in
the present epoch. A common characteristic of importance
“1n the measures of economic policy suggested so far is, that
they are chiefly problems which must be solved within the
different countries. It is first and foremost of importance
to the rest of the world what the big powers, the U.S.A,,
Great Britain and Russia will do in this respect. Inter-
national relations are only of secondary importance 1n this
connection, although they must answer certain re-
quirements to which we shall revert later.
By their nature the aims mentioned under (c2), (d) and (e)
are, however, to a larger degree questions of international
1 Redelijke inkomens, 1945.
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relations. Thus in chapter IX we hope to expound that a
reduction of the differences in the standards of life can
mainly be effected by capital export from wealthy to poor
countries. A diminution of the number of international
conflicts, as far as they are of an economic nature, should
be aimed at — besides in the field just mentioned — by
banishing arbitrary actions in the domain of commercial
policy and technique of payment, tolerated in consequence
of the complete sovereign power of nations. We shall revert
1o these matters in the chapters VIII and X.

- The demands which the points (a) and (b) — mainly refer-
ring to the internal economic policy of the big countries —
make upon international relations, find their origin in
the disturbing influences, both on the absolute height and
on the stability of production, emanating from international
commercial and financial policy. Besides the stability
of production in the big countries, they endangered to a
much greater extent the stability of production in the small
ones. For the small countries are dependent on foreign
outlets for such a substantial part of their production that
a slump in one of the big countries always brings along
difficulties for the small ones. Therefore, the measures of
trade cycle policy also have an 1nternational aspect for the
small countries. Which does not mean to say that a small
country should be entirely at the mercy of the waves of
the world’s economic situation. If it has a sufficient
currency-reserve at its disposal, it can greatly mitigate by
compensating government measures the consequences for
the home market. It will also be able to do something by a
suitable rate of exchange policy, if necessary. However,
this 1s not the place to go more thoroughly into these
questions, because they have to do with national economic
defense rather than international cooperation.
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Also for reasons of economic policy, therefore, a limi-
tation of sovereign power is essential; the policy of trade
and payments of every country will have to come up to
certain requirements. It should be impossible for any one
country suddenly to close its frontiers entirely or partly
for the products of other countries. Moreover, the financial
management should come up to certain demands of
stability: great fluctuations in the rates of exchange or
even the threat thereof, by inefficient management, should
become impossible. A correct settlement of the problem of
international war debts and of possible reparation
payments will be imperative in this connection. Also these
points will be dealt with extensively in the chapters IX
and X.

After this brief survey of the principal measures of
economic policy which we consider essential for the
attainment of the aims mentioned, we shall now treat in
detail of those among them which are of especial importance
for international relations. The same division of subject
matter will be followed as in the First Part of this book.
So, before dealing with commercial policy, capital export
and financial intercourse in the chapters VIILI, IX and X,
we will expound in chapter VII what 1s the significance of
problems of population policy for the attainment of a
better economic community, and why, for the present, we
do not consider transfer of territory a correct means in
economic policy. In chapter XI we shall discuss the ne-
cessity of an international centre for economic policy,
while m chapter XII some observations will be made
concerning the position of the Netherlands with regard to
international economic cooperation.
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CuaPrPTER VII

PROBLEMS OF TERRITORY AND
POPULATION

In this chapter we will for a moment abstract our attention
from the concrete military and political situation; especially
from the fact that at the present moment the relations
between the different nations are still so largely governed
by the military aspirations of Germany, Japan and Italy.
We will for a moment only consider the economic aspect of
these relations, and then in broad outline and for future
times; one might say, hoping that all this will one day be
possible again. The world’s economic problem can then be
formulated as follows: in what way can the world’s
population be given the greatest possible prosperity,
divided more equally among the nations !

The prosperity to be attained naturally depends on many
diverging factors. Of great importance, as is generally
known, are: technical development and the formation of
capital; the latter problem will be dealt with more ex-
tensively in chapter IX. Of importance are also the
possibilities of barter and the manner of distribution, which
will likewise be dealt with later. On further consideration,
however, one meets with two other factors, of which we
shall treat in this chapter.

The first of these factors is that of the size and the growth
of the population. Both exert an influence on prosperity.
This influence is rather complicated, but something, at
‘any rate, may be ascertained about it. Let us consider in
the first place the influence of the size of the population
that has so far been reached. In order to do this correctly
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and abstract for the present from the influence exerted by
the growth of the population, let us, in our minds, compare
two situations: one of a thinner and one of a denser popu-
lation. In many respects it 1s of little importance whether
there are many or few of us. Every individualnot only hasa
mouth, but also two hands; speaking in economic terms:
he 1s not only a consumer, but also a producer (though it 1s
true that in the course of his life he 1s a consumer before
becoming a producer; we shall revert to this later on). In
some respects a denser population may even be more
prosperous: by well-organized cooperation some branches
of industry can then work more efficiently. This will
hold good especially for traffic, because the living closer
together of the population makes mass-transport possible,
which 1s not the case when the population is thinner.

'Thus reasoning, we put it for a moment as if in this form
of production only labour is required. Actually also capital
1s necessary. And there things are different. The supply
of capital goods at our disposal is partly inherited from the
past, and therefore partly independent of the size of the
population” now. Only the additions to this supply which
are made every year, are dependent on the size of the
population. Therefore a denser population i1s at a dis-
advantage 1n this respect.

'This holds good even more strongly with regard to the
soil, hence especially for agricultural and mineral pro-
duction. The extent of soil and the natural resources
contained in 1t are independent of the size of the population,
and the denser the population, the less there is available
per head. It is in a country like China that the adverse 1n-
fluence of a dense population appeals most strongly. Four
acres per farm 1s only available there, whereas the most
economic size would be 13 acres. The production of
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II-year &8 4ag ;};inst

cereals in China is only 1400 kilos per ma
20,000 kilos in the U.S.A.

Also in the Netherlands the problem of land-hunge
known only too well!

A further investigation shows that this influence is of
greater importance than the above-mentioned favourable
influence of a dense population on the efficiency of some
branches of industry such as traffic. Hence it follows that
the size of the population has a negative influence on
prosperity: the greater the population is, the smaller its
prosperity will be, taking it that all other circumstances are
equall.

We will now look at the influence of the growth of the
population, i.e. of the fact that at a certain moment the
population is increasing. On one hand 1t i1s customary
to say that a growing population is probably more enter-
prising than one that, in consequence of a small number
of births, is stationary or even decreasing. A growing
population, it 1s said, 1s a sign of an energetic atti-
tude towards life. This is correct for the person who

' Wagemann has brought together statistical material, b;
which he tries to prove that the relation between denmty of
population and prosperity is indicated by a line alternately
falling and rising. He called this the ,,Alwmatiom,s&tz” which
would 1nvolve that there is more than one relative maximum and
more than one relative minimum in pmsmmt y, and that a cmuﬁtry
in 1ts development and with an increasing density of population
alternately passes through phases of relative overpopulation and
relative undﬁrpapulatienm Germany, Italy and Japan W@ulid then
find themselves in phases of relative overpopulation. The suggest-
ion 1s interesting and ce&rtamly deserves closer attention. For
present our own investigations make us believe that this alter-
nation 1s not certain, but that there is a broad interval of popu-
lation densities, inside which the influence of these densities on
prosperity is cnmparatwely shght For the very shight denamtiw,
however, the negative influence is quite distinct.
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deliberately aims at a large family. But most big families
are found among those strata of the population, where
it can only partially be said to be a question of deliberate
choice. And then the argument of enterprise in such
families seems to us to be rather doubtful. It is presumably
a matter of quite different forces.

On the other hand the fact of a growing population will
probably stimulate production to a certain extent. From
the view-point of the separate family, many things are
needed in a growing and large family, so they will have to
work hard. Considered from the point of view of the
social system as a whole, there will be a great demand for
new houses and other lasting objects for use and in-
vestment in a rapidly growing community. This is of all
the more 1mportance, as was already pointed out above,
because the new arrivals start their lives with consuming
and only begin to supply their productive contributions
after a good number of years.

50 there 1s no denying this stimulus for production. But
it should not be forgotten that it results from the very
fact that, calculated as to the possibilities of consumption
per head, prosperity declines in a growing family, i.e. from
the fact itself, discussed above, that a large population
means a smaller prosperity when all other conditions are
the same. And it 1s highly doubtful whether this stimulus 1s
able to reverse this trend.

On the strength of the above arguments — of which the
figures about the influence of the size of the population on
agricultural production form the chief part — I do
think that also the prosperity of the world’s population
could grow more rapidly, if the population of a number of
countries, such as for example China, India and ]apan,
‘but also Holland, should grow less rapidly or even decline.
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Apart from this it is equally clear that prosperity
would be spread more equally, if the possession of natural
resources were spread more equally. Chapter I already
dealt with the inequality of this spreading; we saw that 1t
is especially the Anglo-Saxon races that possess a
relatively large share of the natural resources.

The two problems that have been broached: .
population and of the spreading of natural resources, are
international in character. It cannot leave the rest M the
world cold, 1f at present Italy and Japan, later perhay
China and India, in consequence of over-population have
come to the formulation of demands that have as their
object the property of races that are blessed with more
worldly goods. Even if it should be thought that for example
Germany has abused the argument of over-population to
mask other intentions with 1t, this can hardly be maintained
1n the case of Japan; that country is indeed overpopulated.
And once China and India have undergone a further
evolution 1n political respects, 1t could harh be resented
if the thoughts of these countries should follow the same
lines; 1t can only be hoped that by that time other methods
will be followed for putting, considering and meeting such
claims. Both nationally and internationally, therefore, the
problem of population control is sure to present itself, and
sooner or later we shall have to come to an international
policy in this connection. By closing one’s eyes for it, one
tfools oneself and p&rhaps misses opportunities for a u
solution of threatening difficulties, which will no longer be
possible once it 1s too late. Thus the demand put to Japan
that this country must withdraw within her 1897 borders,
will in point of fact appear to come down to a camouflaged
demand of population policy — and a very heavy one at
that — in the name of the United Nations.
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Unfortunately the discussion about this question 1is
rather heavily weighted with dogmatic conceptions. These
are closely related with the moral aspect of birth control,
an aspect of which we think by no means lightly. In the
penetrating discussion of these problems which, we hope,
will start again after some time, all aspects, and certainly
the moral one as well, should come up for their share of
attention. The only condition which, in our opinion, this
discussion should at any rate fulfil 1s that 1t be unprejudiced
and with appreciation for each other’s standpoint. Further
it stands to reason that those who have insurmountable
objections to birth control should thoroughly realize, what
the demand put to Japan actually involves and what will
be the logical results of their standpoint for the future
level of prosperity.

'The problem of the distribution of natural resources 1s
as thorny. On the one hand a certain right of those who
have discovered certain territories rich in natural resources,
cannot be denied. But this right cannot go very far. Also
the consideration that the present possessors of many of
the rich territories make a more efficient use of them than
possible other possessors, is only a very partial justification
of the inequality of the division. It has been tried to parry
the call for ‘admission to the raw materials’ on the part of
the ‘have-nots’ among the countries by the statement that
the goods produced in the countries which are rich 1n raw
materials are placed at everybody’s disposal at the same
price, so that in practice there would be no difference
between the possessors and the non-possessors. This argu-
ment is very weak, however. For the very production of
these raw materials is a source of prosperity, which 1s
desirable in itself and to which every nation has a certain
title.
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[n the long run we cannot imagine a stable world order
unless the two great problems mentioned have been given
a solution that has more sense than only the maintenance
of the status quo.

Just now it would be inopportune to open the discussion
about these problems. They are crossed too much as well
as obscured at the moment by military and mental
rations. Japan endeavoured to accompany every €COnomic
penetration by setting up power centres. Germany and
Italy were driven too much by purely military aspirations,
which also on account of the mental forces behind them,
were unacceptable to western culture. The resulting
wounds must have healed and the basis been found
for actual cooperation in spiritual matters, before the
economic problem can come up for discussion, and then
unobscured. This will take a long time; let us hope that
that time will be used well. At any rate that time may be
used to prepare the solution of the two so very difficult
problems mentioned. One should not shut one’s eyes
to them.

Another, more economic aspect of the problem of transfer
of territory is touched upon by the recent proposals to add
in one form or another part of the German territory to the
Netherlands. Some speak of annexation, others of mandated
territory; one hears i1t vindicated that the Germar
population should have to leave that area, whereas others
are of opinion that this should not be done. Although this
problem does not quite belong to the subject in hand, the
temptation to say a few words about it, now that we are
in the immediate neighbourhood of it, is too great. We shall
restrict ourselves to two aspects of the economic side of the

question, though it is evident that the political side is at
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least as important!, The arguments of the proposers are
also largely of an economic nature and are twofold: in the
first place they see in such an extension of territory a
compensation of the damage to cultivated land which we
have suffered in consequence of flooding, in the second
place they expect a facilitation of possible reparation
payments or achievements. It is pointed out that in this
way the transfer problem can be avoided.
place they see in such an extension of territory a compen-
sation of the damage to cultivated land which we have
suffered in conseq:uence of floodi g, In the second place
they expect a facilitation of possible mParatmn payments
or achieve gnts It is pmnted out that' in this Way the
transfer/problem can be avoided. **
When discussing these arguments discrimination should
be made between an extension of territory inclusive of the
population now living there and also exclusive. When also
the population 1s transferred to within Dutch borders, the
extension only then means an alleviation of our land
hunger if the population density in the area to be annexed,
calculated per hectare of cultivated soil, is considerably
less than with us. We doubt whether valuable areas can be
indicated for which this i1s the case. Should it not be
desired to add the population to the Dutch, then they
would have to be transferred; it is evident that, even apart
from purely humanitarian objections, enormous dislo-
‘cations would be brought about. Especially in the re-
maining part of Germany prosperity would be diminished
even morestrongly, which wold cause economic difficulties
on a large scale — also for our exports.

1 Cf.., however, appendix III. Moreover, it should not be
forgotten that the following text was written already in 1944.
Since then, several other aspects have been taken up for discussion.
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As to the facilitation of the reparations problem: in a
literal sense it is true that no transfer would be necessary;
but that is far less important than is generally believed
In chapter V we already pointed out that also for each
part of a currency-area — in this case for the annexed
German district — payments and receipts must be equal.
Reparation payments, also if they could be made 1n Dutch
florins consequently, would still require a strong increase

iculties (see also

unhappily — indicated as transfer diff
chapter X).

In whichever way it is desired to tackle the reparation
problem, either by payments in money or in kind, the
difhiculty will always remain that then a strong discrimu-
nation will have to be applied within our territory: either
taxation in the annexed districts will have to be higher or

' fl-!“&:

to us that the existence of such a discrimination within one
and the same territory will cause more difficulties than if
there should be ‘uﬁSI’iOﬂ of two different countries

With these arguments the political side of the problem
has naturally not received treatment; we shall not enter
into the advantages and drawbacks connected with it,
However, one should guard against too optimistic a view

of the economic effect.
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CHAPTER VIII

PROSPECTS AND REGULATION OF
- INTERNATIONAL TRADE

We shall now start to discuss at closer range the measures
in the international economic field that can be and should
be taken already now, considering — as announced — in
the first place the problems of international commercial
policy. We shall preface our observations with some remarks
about the prospects of international trade.

In the first few years after the war this trade will certainly
not be limited on the part of the requirements: there is a
very great need of completion of every imaginable kind of
goods-supply in large parts of the world. Although that
is not quite the same, it may also be put that on the part
of demand — 1.e. requirements backed by purchasing
power — no limitation will be imposed. In spite of the
disposition to economy which will arise on all hands —
and may it not go so far that it becomes unwise — we expect
the actual demand for goods to be very high, too. The
limitation which will be felt at first 1s more likely to come
from the supply. In the countries where the war has raged,
much productive capacity will have been lost and it will be
some time before countries like Germany, Russia, the
Netherlands and so many others will be able to export
again. The reconstruction of plant, of livestock, of the
stocks of semi-manufactures and raw materials will only
gradually proceed, and only after a number of years will
the supply of finished goods be comparable again to what
it was in 1938. Probably, however, the shipping position
will not cause the same concern as In 19I9.
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Though, consequently, in the period of reconstruction
there will be little need for concern about outlets, the
problem of exports will, in the opinion of many, emerge
again in proportion as the reconstruction gets to the less
urgently required goods and more normal conditions begin
to prevail again. It 1s not only in neutral countries an d ’th@:
U.S.A. that all kinds of measures are already being p. "
and discussed tostimulate exports, 1.€. prepamt:s.ns are bmng
made for a new race in competitive measures. Countries
reckoning with high obligations for the future — such as,
for instance, Great Britain — are not only planning for
increased exports, but also for reduced imports. Thus a
repetition of the conditions after 1930 1s threatening.

This state of mind is typical of the mentality which
develops during a slump: every seller 1s feared for his com-
petitor’s supply and efforts are made to keep him ovt, but u: zs
forgotten that, if he sells more, he can also buy more. Thu
slump mentality 1s exactly the opposite of what we saw 1n
war time, when competition on the part of demand
entirely governed the minds: everybody desired the goods
and not the money. Also for the period of reconstruction
this latter mentality will have to be taken into account —
unless the financial policy should turn out to be toc
stringent. There 1s some sense in a slump mentality during
a deep depression in so far as there will be a general
inclination to spend less than is received. For more normal
times, however, such a disposition 1s, economically
speaking, not necessary at all and even to be considered
quite harmful.

An example of the exaggerated pessimistic commen-
taries, caused by a slump mentality, as have been given
about the rise of new competitors, is that of Japanese
competition after 1929. Because this, particularly for the
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gold bloc countries, fell actually in a period of depression,
the concern was comprehensible in this case; but the
commentaries generally overlooked the fact that Japan in
that period not only exported much more, but also imported
at least as much more. The following figures will prove this:

IMPORTS AND EXPORTS (WITHOUT GOLD) OF
JAPAN, TO COUNTRIES, IN MILLIONS OF YEN: -

Imports % Exports

;

China . 2I0 303 | 347
Kwan-tung 166 | 45 | 124
India 288 454 | 198
Indonesia 77 I53 | 8

Great Britain | I53 o6 | 63
Germany 157 176 I3
U.S.A. 654 1270 014
Canada - 60 105 | 277
Australia X33 165 | 44

395
396
318
200
163

43
639

20

~2

Totals (incl. all others) | 2216 3783 21490 3175
It is true that Indonesia could not benefit as much by
these increased imports as the increased exports from
Japan amounted to, at least not directly. In how far it has
benefited indirectly by the increased Japanese activity, in
consequence of the greater purchasing power of those
countries whose export balance to Japan increased, can
only be ascertained after further investigation. Moreover,
it is quite possible that our sticking to the gold value of the
Dutch florin has also tricked us. Last of all it 1s possible
that the goods required by Japan, were not produced by us.
Also in its later development Japan will especially need
raw materials — for labour it has in abundance —; so
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anyone who also wishes to profit by the industrial develog
ment of that country — and of other countries — will be
wise to offer the raw materials required for it.

Besides the reasons already stated, why — incorrectly,
we think — too pessimuistic commentaries have been
connected with Japanese competition, there 1s another fact:
Japanese expansion was forced in so far that it was based
on an inflation which that country will be unable to
maintain. This inflation led to prices and wages n mmnﬂy
still appearing acceptable to emplayer% and workmen, but
the actual remuneration embodied in them dwa mde
further and further. Once the adaptation of the cost
factors to the increased prices will be complete, part of the
industry will be unable to s-eH any Iong@r at these pri-c:ff
& by 26 9;
export prices, expressed In yen, rose it 1s true by 36 9,
but wholesale prices in general by 56 9. Hence it becomes
clear that in this case we had partly to do with an economic
development, caused in the first place by the armament
inflation, that could not last.

A different mentality from the slump mentality referred
to above will be needed for the regulation of international
trade, if we are not to fall again into the same restrictions
of economic intercourse, which after 1930 caused so much
harm and which ultimately were to lead to ruin. Indeed
this does not only hold good for foreign trade; it is a general
rule. If it should become fashionable to spend less than one
recelves, consequently always to adc)pt a waiting attitude, ¢
renewed stagnation in the economic circulation process will
surely result and society cannot suffer this. If free indwgr};
assisted by additional state expenditure in slun p years,
does not itself see to the necessary exyansxn and by t]
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yield us full employment. Socialization in the present
epoch would, however, be attended by all kinds of losses of
freedom and initiative, owing to which, 1n our opinion,
this would not benefit society as a whole. If this 1s correct,
it 1s to be hoped that free industry will have sufficient
energy to tackle enough new projects, even if the chances
of profit should be somewhat less than formerly 1n periods
of improving economic conditions. For these smaller
chances of profit are, mn a society with a more stable
economic development, offset by a greater certainty, owing
to which the risk premium can also be lower. It 1s further
to be hoped that industry will have sufhicient under-
standing for government initiatives meant to extend pro-
duction; for, as we explained elsewhere, these initiatives
are perfectly logical and indispensable in a good economic
policy.

A regulation of international trade relations should
further be based on the following considerations. In the
first place it may be taken that, much more so than between
1919 and 1939, it will prove to be possible approximately
to reach a condition of full employment, in consequence of
which the slump mentality referred toabove is unnecessary.
In the second place it must be borne in mind that under
such circumstances — according to what we expounded 1n
chapter II — not only no great objections can be raised
against free trade, but that the latter will even lead to a
higher prosperity than any system of hampering free
intercourse, and that in this case an equilibrium between
countries with a high and those with a low standard of
living is quite possible. In the third place the limits should
be taken into account that are put to the ability of any
country to pay interest and redemption on war debts and
reparation payments, a problem discussed in chapter V
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and to which we shall revert again in chapter X. The
principle for the regulation of trade relations which
follows fromthe above considerations 1s that an approach to
free trade conditions is preferable.

If this procedure 1s followed, the perspectives for the
future can even be called favourable. This 1s, if not proved,
at any rate illustrated by the calculations of Colin Clark.
This British statistician, basing himself on an extremely
extensive material of figures and mainly justified methods
of working, has estimated the extent of international trade
in 1960, In short, his method comes down to this. Starting
point are the evaluations of the size of the future population
of the different geographical regions of the earth. Next it is
assumed, on the ground of what was ascertained in the past,
that the productivity of labour in all non-agrarian branches
of industry will keep on developing at the same rate as
before. For it has been proved that this rate was not even
permanently interrupted by the First World War. The
productivity of labour in agriculture, in terms of industrial
products, 1s dependent on the density of occupation of the
soil; the greater the agrarian population density, the smaller
productivity will be. Moreover, it depends on the price of
agricultural products, expressed in those of industrial
products. Clark now assumes that the distribution of the
population over agriculture and the other branches of
industry is regulated by the relative height of the incomes
which can be drawn from these branches; accordingly, of

gly,
the productivity of labour. From this distribution, which

1s consequently dependent on the price mentioned, the

supply of agricultural produce can be deduced, while

from the height of incomes their spending and hence

the demand follows. Together they determine the price
1 Colin Clark, The Economics of 1960, London 1942.
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and at the sametime the quantity produced and consumed in
each country. If the production in any country exceeds 1ts
consumption, the surplus will be exported 1in exchange for
industrial and other products from countries which are
short of agricultural products. On the basis of this analysis
the writer comes to estimated figures! for the world’s trade
in agricultural produce of the year 1960, from which we
quote the following table:

WORLD TR

Countries
of Export

Africa

Central and South

America (without

‘#Argent. a. Urug.)

Balkan countries

India

Argent. and Urug.

Western Asia

S. E. Asia

Java

Other Ind. islands

Total, incl. all
others

Exports

_ [1935/38| 1960 |

0,063 | 5.I5
1.29 | 3.67
0.09 | 1.76
©.5I | I.38
0.62 | 0.72
0.90

o.80 | O.51
1 0.33

| 0.83

4.90 |16.10

Countries
of Import

Russia
 U.S.A.

| Japan

| Gr. Britain
' Germany

| Poland

' China

| Netherlands
France

| Total, incl. all

others

e

ADE IN AGRICULTURAL PRODUCE, IN
MILLIARDS OF $ WITH THE PURC]
OF 1925-1934

ASING POWER

Imports

1935/38| 1960

—0.0I | 4.34
0.04. | 3.61
0.25 | 3.I12
1.95 | 2.20
0.775 | I.1%7
0.0I | 0.74.

—o0.17 | 0.56
0.04 | 0.07
0.57 | 0.00
4.80 |16.50

It will be seen that apart from of a strong expansion
there are considerable changes in international trade
between 1935/38 and 1960, if the tendencies assumed

1 "The figures are net for the group of agricultural products
as a whole, 1.e. the sum of surpluses of imports and exports of the

separate products.

Co-operation g
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continue. They are chiefly the result of the expansion of
industry in Japan, China, Russia and the U.5.A. Thus the
high import figures of these countries can be explained. It
stands to reason that these figures should not be taken
seriouslyin every detail; all sorts of unexpected disturbances
may occur. The disturbance of the Second World War 1s

not likely to have been correctly anticipated bij Clark, who
concluded his computations in 1941. The figures show,
however, — and that is their importance for the subject in
hand — in what way an equilibrium is possible between
countries with a2 high and those with a low standard of
iving, notwithstanding the increasing productivity of
labour both 1n the rich and in the poor countries, and in
spite of the greatly increasing production in Eastern
countries. As a by-result it 1s also interesting, e.g. for the
Netherlands, that the price level of agricultural products as
compared with that of industrial products will rise con-
siderably and in 1960 will lie about 85 9 above the level of
1935/8. Such calculations show wus, even if they should
have to be revised materially, that a favourable development
of international production and trade is possible, and they
also and especially show us where, 1.e. in which countries
and 1 which branches of industry, the lights in the de-
velopment are to be sought, which also exist by the side of
the shade to which everyone is so susceptible, and even in
a preponderating degree. Consequently, even if there is
reason to fear that an economic life left entirely to its own
devices will again lead to crises and depressions — and
we share this view — from the computations of Clark it
appears what 1s possible under a certzin guidance and an
adequate instruction of economic life, and at what moment
and in what direction intervention will be necessary. For
that will have to be the case as soon as it appears that
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actual production and actual exports, without any apparent
reason, fall behind what is possible.

We have already made it clear that as a starting-point for
affecting international commercial intercourse the situation
should be taken that would arise under a free-trade system;
this should serve as a ‘model’. This does not necessarily
mean that individual merchants should indeed be left
entirely free, even to follow practices which in the
have proved to be the drawbacks to absolute freedom; a
certain measure of organization, on the contrary, to prevent
abuses, double work in propaganda and acquisition and
too great variability is desirable. Such organizations have
already sprung up from free industrial life on the one hand
and from the governments on the other, and one should be
open, at any moment, for new constructive proposals in
this direction. It 1s also a good thing if great upheavals in
development — owing to heavy foreign competition,
whether or not arising as a result of new technical processes
— can be absorbed or prevented by international consult-
ation. All this need not derogate from the principle that
no systematic fencing off of certain countries or groups ot
countries with regard to other territories must be allowed.
Tariffs, prohibitions and quota systems should gradually
disappear.

It 1s especially the fear of competition by countries
with a low standard of living that must be considered as
‘unfounded, prompted as it is by group-interests or by the
slump mentality already mentioned. Besides the facts of
newly arising branches of industry in these countries, which
are competing with ours, there are a number of compen-
sating facts which should not be lost sight of. In the first
place these countries form a field of investment for the
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redundant formation of capital in more pros p@mm —

tories and are consequently at the same ume custon
a number of industries of means of production in the more
highly developed countries. The U.S.A., Great Britain and
Germany as well as, for instance, H: a};mm are regularly
exporting considerable quantities of capital goods to the
less developed arezs and this 1s nothing but a natural
division of labour. Countries with a low standard of living
also COQW bute 1n anm:mm way to the prosperity of other
products, by which
@wmmm Cw wd& , for example, the
Ch@ﬂp Japanesc m}r“ bic ‘Vciw 3, lamps and so many more
products, which made it possible for these goods to come
within the reach of much larger groups of the pf"mub L1011,
Competition should only be fought with econonuc %Hv
correct means; not by stupid fencing off. In thr
the raising of one’s own achievements should be mmémmd
in the first place: the mmprovement of quality and the
reduction of cost by more cthcien s of pri
‘ductien. All this takes place i
rate that has proved to be sufhc:
years. In the Nether idﬂd% for exar pre jdug@m*m<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>