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2T in 1964, The big question will be the impact of further price f ’

'on wage negotiations in the fall. Cost increases can only be partially

'”‘,L &ed on an price increases, and if turnover does not rige suffieiently to

'ccmpensate 1er them, profits may come under downward pressure. Such a develop~

ment could campen the expansion of investment towards the end of 1964. But}tue4
authorities are well aware of this danger and might be able to moderate ‘
restrictive policies, at that time if appropriate.

For the immediate future, the fact that current policies will éonf’
tribute only little to a relaxation of straics or the labor market has been a
matter of concern and criticism by the Netherlands Bank. Domestic availabili-
ties will thus continue to depend primarily on productivity gains, with the

result that the labor shortage should give further stimulus to capital-

deepening investment and business mergers leading tc economies of scale.
Because labor has been relatively cheap in the Netherlands, investment thu,s’; far ‘
has generally not emphasized labor-saving objectives.

The Central Planning Bureau has revised its estimates for 1964 in the
light of the recent wage and price developments. It is now expected that GNP
will grow by 5 per cent (in real terms) in 1964, slightly faster tham in 1963. 5/
(See Table 11.) 1Industrial output is expected to grow somewhat faster: ﬁipg;
cent as compared with 4 per cent in 1963. Wage incomes are estimated tafris§ By
16 per cent, twice as fast as in the preceding year, and to result in a large
6.5 per cent increase in the volume of private consumption. Fixed investment by
enterprises also is expected to grow at double the rate achieved in 1963, i.e., by
13 per cent. 1In line with the Govermment's cocoling~off policy on the othétfhaﬁd

public consumption and investment are expected to rise less than in 1963. Because

6/ The 3ureau's earlier estimate, which was made before the wage explosion,
was for a 5 5 per cent increase in GNP in 1964. e .
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"iwﬁfgﬁﬁiﬁg of the Netherlands comperitive position, experts are to grow by
,lgeriéént‘as compared with 7 per cent in 1963. Ths ﬁreach and Italian stabiliza-
tiﬁn e£forts are expected ro hold down the growth of import demend from these
countries, but the Planning Bureau foresees further growth in demand from the
United Kingdom and Germany. The recent anrcuncement of Germar unilateral tariff
reductions to come into effect this summer stculd aid this shift,

Table 11. Netherlands. Changes ir Gross National Product

/ and Selected Compornerts 1962 - 1964
iir real rerms, percentage chranges from precediug year)

19€2 1963 1964

Private consumption 4.2 6.0 6.5

Fublic consumption 6.3 30 1.0

Gross fixed investment 4 2 60 11.3
Enterprises 2.6 65 13.0

Government 11.8 4.5 4.0

Exports 6.6 7.0 5.0

, Less Imports & ¢ 90 11.0
" Total GNF 2 7 4.5 5.0

Source. Central Planning Bureau: Cert caal
Economisch Plan, 1964,

With total demand exceeding domestic suppiy availabilities, imports of
gocds and services are expected to grow even faster thaa ir 1963, thus diverting
much of the excess demand tc the balance of payments. With imports growing by
11 per cent, the curreat account is expected to swirg into a fi1 1 billion deficit:
this would represent a deterioration of approximately £1 2 billion from the 1963
results. Dutch reserves are certainiy adequate to support such a drain temporarily.
However, first-quarter results suggest that further detericration expected for 1964
has not yet become visible

As a result of the excessive demsnd pressures, prices are expected to

4.rise by around 7 per cert; but prices of investment goods are to rise by only



~h§$effot export goods by 1 per cent. Price pressures shoul b

‘The restrictive measures of the government (including the temporary

”pas penement of tax reductions to which the current Government still remains
committed) and the turn-around in the balance of payments position will tighﬁenu
'dbmestic liquidity progressively. The Planning Bureau estimates that the
liquidity raziozf will tighten further; it had mcved from 45.1 per cent in 1962
to 44.5 per cent in 1963 and-may decline to 40.0 per cent in 1964,

The liquidity squeeze and rising costs could well lead to a relaxation
of demand pressures in 1965, according to the Planning Bureau, depending upqn

government policies, but this is a matter for the more distant future,

1/ Notes and currency in circulation plus time deposits plus short-term
claims on the government sector ag a percentage of national income. :






