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The Development of Import Controls

During the first year after the war, Sweden's foreign exchange
position remained generally strong, although some difficultics werc cn-
countcred, porticularly with respect to trade with Switzerland. These
difficulties were intensified after recvaluetion of the krona in July 1946,
and it -oneurs likely thot, owing to the Swiss Notlonal 3unk's refuscl. ta ac-
ccpt cld fron Swecden, for o brief time the Riksbank rationed Swiss francs
for import purposes. This situation wes created purtly by the strong spccu-
1otive demand for Swiss francs during the time when it was expected thet the
Swiss would follow the example of the Canadian and Swedish cxchange rate
policics. Jnce the speculative demand had subsided, and an agrecment been
rcachcd whereby Switzerlend resumed acceptence of gold from Sweden, the
Foreisn Exchange Office was again able to makc Swiss froncs available for
a1l commercinl trenscctions. By early 1947, however, the dimensions and.
currcncy pattern of Sweden's import surplus and cepitel outflow mede 1t
evident thet the country's gold enc hard currency rescrves would soon be
exheusted unless preventive steps were token, On March 15, 2ll imports not
specifically placed ~n o free list were made subject to license. The au-
thority to issuc import licenscs, however, was given not to the Foreign
Exchange Officc of the Riksbank, but to varisus cutonomous commissions con-
nceted with the Ministry of Supply.

The purpose of the present system of import licensing is to con-
serve foreipgn exchange. It is therefore important to inquirc into the rc-
lationship between the exchenge eontrol cuthorities and the imp:rt liccnsing
authoritices, and to understand why these two functions, directed toward a
single objective, have been separated. The reasons for the dual system of
control are both historical and rational. As early as the spring of 1940,
during a period when Swedish stockpiling of imported commodities was running
very kigh, it wes felt necessary to teke steps to conserve foreign exchange
by limiting imports of certain luxury products such as teea and coffee. Do-
mestic rationing was established for these commodities, and import licenses
were rcquired. The import licensing, as well a2s the rationing, system was
placcd under the aegis of the Ministry of Supply, which had itself been newly
estanlishced during this period. As reason for this, therc was, first of all,
the well-understood limitation on the exchange control system that it wes not
to be used as an instrument of commercial policy. And sccondly, there was
the fact that the foreign cxchange rescrves were not immediately endangered;
therce was no nced for day-to-day regard for their level, and no ovcrall
impor+ program had becn evolved. The import control of a few commocities
clcarily belonged under the surveillance of a supply board, rather than of a
finencisl body likc the Foreign Exchange Officc.

The tca and coffec licensing system wes in ‘effect only a very
brief timc, the Germman invasion of Dermark and Norwey making import re-
strictions on these commodities supcrfluous. The machinery esteblished at
that timec, however, wos developed for other ends during thc war. As soon as
ships werc allowed through the blockade, it became necessary to plan care-
fully an import program so that the limitcd shipping space avoilable would
be allocatcd for the most esscnticl imports. Many supplies wcrc purchesed
by governmment buying agencies, but some were privately contracted for, and
these trensactions had to be licenscd, Trade with German Eurapne for the
most pert could have been carried on without licensing, the pattern having
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been established in advance by trade agreements, and the problem being to
secure sufficient imports rcther than to limit their volume. During the
first months after the end of the war in Burope, two considerations necessi-
tated continuance of import licensing: thc need to kecp & check on the
future supply of rationed goods, and the necd to cxclude imports which
would have to sell at prices zbove Swedish ceilings. As supplies improved
and goods were rcemoved from retioning in Sweden, they were added to the

free 1ist of imports not requiring licensc. The machinery had not cntircly
atrophied by March 1947, and the now system mercly involved strengthecning
of the old, and adaptatinn to new purposcs.

Under the present arrangement, the various industrial and whole-
salers orgenizations subnit estimates of their import requirements to one
of thc supply commissions. These estimates are screcned and in turn sub-
mitted to the Forcign Trade Board, which draws up an overall import program.
This program then has to be scaled to a size which, in the judgmcnt of the
Foreign Exchange Office of the Riksbenk, is aonropriate to the ccountry's
foreipn exchange resources. The question of how much to cut recuirements
for cach currcncy belongs to the Foreign Exchange Office; the question of
where to cut belongs to the Forcign Trade Board and the supply comnissions.
Import licenses issued by the supply commissions indicate the type of currency
requirad, and automatically cntitle the holder to an exchange liccnse fer the
requirzd amount. ‘

Current Financial Controls

Having authorized the Foreign Trade Beard to proceed with a
certain import progrem, the Foreign Exchenge Office thon has the task of
cnsuring that the needed foreign exchenge is net drazincd away for other
purposes. At present this means that Swedish investors do not find it easy
to obtein permission for placing funds abroad. Foreign companics, however,
arc still generally pemitted to withdraw carnings from Sweden. Some inrcads
on this policy werc begun last Moy when importers of Americen films were
trld thot they must accept cither o drastic cut in imports or a reduction
in thc trensfer of their profits to the United States. The importers agreed
to the blocking of about two-thirds ~f their estimated gross reccipts during
1947. This arrengement mey have been nullified, however, by the terms of
certain assurances given by Sweden to the United States during the negoti-
ations in Woshington eoncerning Swedish commercial policy. These assurances:
were that dividends, interest, company transfers, and other rcmittances
gencrally would be facilitated.

There is, finally, the question of marshalling foreign exchange
assets. 9o far Sweden has not taken this step; neither foreign investments
nor current foreign exchange receipts need be surrcndercd. Farly in 1947,
however, it was apparcnt that cxporters and shipping firms were accumulating
unusually large balanccs sbroad, rather then rcturning then to Sweden. In
Mey, o census was taken of private hard currency assets, and in June the
Govermment obtoined renewed cuthority from the Riksdag specifically to
roquisition Swedish assets abroad if necessary.

None of the more sophisticated devices »f exchenge control is
cmployed by Sweden, There is no compulsory division of the market which
requires that certain demands for exchange be satisfied at higher rates
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than others. Exporters, travellers, and investers alike receive uniform
payment, in kronor for foreign cxchange. As an instrument designed to con-
trol capital movcments, there is nothing in the Swedish exchange control
systen which would c-ontravene the provisions or the spirit of the Inter-
national Monctary Func Articles of Agreemcnt; and the cllied system of
impert control is rcgerded as temporary, and so falls within the transitional
period arrangements permitted by the draft ITO charter. The recent negobi-
ations in Washington were regarded as a test-case for determining some of
the linits to be placed on quantitative trade rcstrictions during the tran-
sition period, and the menner in which the Swedish system was adapted to the
principlcs of non-discrimination will be the subject of a later note in this
Review,

THE 3ULGARIAN TWO YEAR PLAN C. B. Rose, Jr.

The Two Year Plan inausurated in Bulgaria on April 1, 1947, pro-
poses & substantial development of incustry which now accounts for only
about onc—cuarter of the value »f total Bulgarian production. Achicvement
sf planned incrcases in power and coal procduction are essential to the ful-
fillment of this goal. Although relotively less cxpansion is designed for
agriculturc, the valuc of the increase over prescnt levels will be sub-
stentially larger than in any other field, and the predominantly agricultural
character of the econcmy will be maintained. Projects cls> are included for
the improvenent of forestry, fishing, shipping, ond trensportaticn. The
overall goals of the Plan ere shown in the table bhelow. The success of the
Plan is premised upon the remova} of vari»us obstacles referred to in an
carlicr article in this Review.l

Cverall Goals of the Two Year Plan

In Billion Leva In Per Cent

Type of (At 1939 prices) {1939 = 100)
Production 1939 1946 1947 1948 1046 1947 1948
Agricultural 35,2 28.1 39.7 47.2 g0 113 134
Incdustrial 11,1 10.7 15.1 18.6 91 136 167
Power .6 .9 1.0 1.1 156 168 196
Cozl .7 1.2 1.5 1.6 160 206 225
Ore .02 1 2 2 600 857 933
Total 47.6 41,0 57.4 68.7 g6 120 144

Althouph some specific projects are included in the legislation
embodyin;: thc Two Ycar Plan, particulerly with respect to agriculturc and
power procuction, morc attentisn is given t> the means by which the re-
spective ministrics cre to prepare deteiled plans and schecules for the
bronches -f the ceonmy within their competence. All meterials anc labor
arc mobilized for distribution throush a central agency. The Cabinet is
capowered t> make changes in the Plan "after having received the opinion of
the Supreme Econcmic Councilh,

1/ See this Review, sugust 26, 1947, p. 12,
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The expansion in agricultural production is desipned to be reached
through extending plantings, increasing (only slightly) the areca of arable
land, and by using improved methods, high grade sceds, cnd more fertilizer.
Reliance also is placed upon mechanization, with the establishment of 30
tractor stations projected for 1947 and 50 in 1948. These stations would
be equipped not only with tractors but with other auxiliary machinery, almost
all of which would have to be imported. It is & question where Bulgeria
can sccure this equipment; there is a great shortage of agricultural me-
chinery in Russia (Bulgaria's chief trode partner) and production this year
canno begin to meke vp the dcficit.l/

Bulgaria also hopes to be ablc te import significant quantitics
of insecticides and ortificiel fertilizers; here again the goal seems diffi-
cult of atteinment in view of the great demand throughout Eurcpe and the
limited supplics available. Under the Plan an effort will be mede to make
Bulgaria self-sufiicient in respeet to chemicals rcquired by agriculture,
but even if the program is carried out it can affect agricultural production
in the immediate future only to a wvery slight extent, if at 2ll.2

At the time the Plan was projected, it called for a 40 per cent
increase in agricultural production in 1947 »ver 1946, and a further 19 per
cent yain in 1948, On the basis of carly c¢stimates, it appears possible
that ~“he harvest will be somewhat better than last year but that it is un-
likely to be that much better. Indeed, it may still be nccessary for Bulgeria
to import grains in the coming yecar. To reach the goal of the Plan, marked
inprovenent would have to takc place in livestock production. Not only is
tihiis the slowest hranch of agriculture to respond to improvement progrems,
but it is in this arez that the most scri-sus deficiencies exist. Meat pro-
duction in 1946 was »nly 54 per cent of 1939, milk 57 per cent, chcese 23 per
cent, cggs 54 per cent, and hicdes 51 per cent,

Percentages of increase envisaged by the Plan in industrial pro-
duction are misleading since in many branches, the base is quite small. The
greatest expansion in comparison with 1939 is planned for the rubber and
chemical industries, present output of which is negligible. The food in-
dustries, at present probably the most developed branch of Bulgarian industry,
will receive the least relative expansion. It should be noted that even if
the goals of the Plan are reached, thc value of industrial production in
Bulgaria will still be only 39 per cent of the value of agricultural pro-
duction which will account for 69 per cent of total output. Moreover, the
projected increcasc in total industrial production of 50 per cent between
1946 «nd 1947 (to 36 per cent above prewar) would represcnt a major achieve-
ment. Such a devclopment not cnly would heve to overcome competition with
other planned construction for materials and labor, but would requirc the
importation of much machincry and equipment. It is open to serious doubt
whether this could be supplicd in adequate amounts by the countrics with
which Bulgaria has the closest trade rclations (see p. below) .

1/ Scc this Review, licy 6, 1947, p. 26.

g/ It has just been rcported that Bulgaria will usc part of the credit
granted by Russia on August 23, 1947, for the purchase of fertilizer
plant from the U.3.5.R.
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It has been estimated that 103,000 new workers will be nceded to
implement the Plan, In March 1947, thc month before the Plan went into
operation, it was reported that 125,000 workers were engaged in non-agri-
culturcl pursuits, while in April the number had risen to 136,000. This
was morc than usual. for that time of year and above the average for any
rccent, year. Nevertheless, lack of hands is not likely to prove 2 stumbling
block. A morc serious handicap is the absence of skilled labor, espccizally
engincers who can supervise construction of the necessary plants. The nced
for training workcrs is recognizcd in the Plan which provides for the estab-
lishment of schools and the institution of technical courses. Partly by
this means and partly through more efficicnt organization, it is hoped that
the productivity of lebor will be increased by as much as 20 per cent in
the next two years.,

_ The text of the Bulgarian Two Year Plan dismissed the question of
financing very briefly. The Finance Minister is dirccted to include the
nccessary funds for the implementation of the Plan in the 1947 budget. The
Bulgarian National Bank is to supply credits under the direction of the
Suprene Economic Council. The intention is to use rcceipts from the
recently cnacted capital levy to bolster ordinary sources of govermment
revenue. No estimates have becen made of the anticipated volume of reccipts
from the capital levy, but stiff rates have been applied and if the assess-
ments can be collected;, it is cxpected that a considerable volumc of funds
will be made available.l} It hzs beecn announced thzt the budget for this
year will total only 56 billion leva, considerably below the lcvel of last
year's outlays. Included in this sum, it is reported, is 7,5 billion leva
for the purposes of the Two Year Plan. ‘A further 3 billion leva has been
provided for in an extraordinary budget. T mobilize the credit resources
of the country, the Minister of Finance recently has been authorized to float
a 30 billion leva 4 per cent long-term loan, and an 8 billion leva 3 per cent
short-term loan. Since at least pert of the proceeds of thesc loans will be
uscd to repay the debt of the State to the National Benk, the sum availeble
for finsneing the Two Yeur Plan will be less than the 38 billion leva total
of the two loans. The investment required for the Plan has been cstimated
at 55 billion leve over the two ycar perind.

The infletionary effect of these govermment expenditures, in the
absence of o substontial increase in the quantity of consumer goods available,
will rcquirc the enforcement of strict controls over distribution and prices.
Lfctually, a rcducticn in prices is called for in the implementation of the
Two Yeor Plan., Part of the proposal already has been put into effect. As
of May 1, 1947, a rcduction in thc prices of & number of articles and
serviccs was decrced. These were basically transportation charges, the
price of eleetrical cnergy for industrial use, and of coal for thc State
railroads and for power stations, while prices of certain imported foods
were lowered by cutting customs duties and trensportation expenses. Profit
margins also were whittled down, and the retall prices of various consumer
goods such as beds, stoves, nails, shoes, cnd cotton textiles were lowered.

1/ Referring to the capital levy law and the monetary rcform law (discussed
ir. the previnus Review article), Free Bulgaria (June 15, 1947, p. 183)
' says: "Both laws whilc they do not seriously affect the bulk of the
p-pulation, will assure a considerable porticn of the finencial mcens
wrich will be cxpended for the fulfillment of the Two Year Plan'.
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Prices paid the agricultural producer were left unchanged and "inducement"
increments even were granted in some cases, but reductions were ordered in
the retail prices of some food items, These measures are only a step in
the direction of eliminating the maladjustments indicated in the earlier
article.

Successful execution of the Plan appears to hinge to a2 large de-
gree upon a favorable development in Bulgaria's foreign trade position. The
Plan contecmplates an increase by 1948 to 148 per cent of 1946 in exports, and
146 per cent in imports, calculated at constant prices. The type of goods
which have been the chief cxports of the country, with the exception of
tobacco, are not likely to find a ready markct in the Burope of today which
is concerncd with meeting essential needs, In the case of tobacco, the value
rcceived has been held down by competition in world markets from other sources
of supply. BEwen if Bulgaria is ablc to export in a volume which would make
possible the purchase of imports needed for the Plan, it is questionable
whether Bulgaria could acquire the desired goods in view of thc great demend
from all Buropeen countries for capital equipment, and the lags in production
in exporting countries. Imports for thc first four months of 1947 (the
latest information available) amounted to 5.5 billion leva compared with
3.5 billion leva in the corresponding pcriod of 1946, whilc exports of 5.0
billion leva in 1947 compared with 2.2 billion leva in the first four months
of the prewious year. Although a considereblc part of this increase can be
attriocuted to highcr prices, the volume of both imports and exports at constant
prices also improved; the level was still far below prewar, however,

An important clement of governmental policy in recent months hes
been the creation of a nctwork of long-temm trede agreements under which
Bulgaria hopes to get the goods it needs. Onc of the most significant of
these is with Czechoslovakia which is to supoly hcavy capital cquipment and
has advanced a sizable credit to Bulgaria. In part, imports of goods from
Czechoslovakia will be paid for by the earnings of Bulgarian workers who
have zone there on one to threc year contracts. Another agrecement which
shovld be important for the future is that with Yugoslavia which proposes
the crcation of a customs union for the two_countries. TYugeslavia; however,
is engaged in carrying out & Five Year Plani/of its own and is not in a
position to supply immedictely much of the goods Bulgaria requires for its
Two Ysar Plan. Despite the orientetion of the bulk of Bulgaria's trade
toward Russia and its satellites, links are bcing maintained with the West
through other agreements (though for thec most part these are of a short-torm
character) with Switzerland, Denmark, Fronce, the Netherlands, and a number
of other countrics., In most of these the major Bulgarizn export is tobacco
which also figures prominently in the Bulgarian-Russian trode agreement.
With the U.S.S.R. tcking the bulk of the cxportable surplus, Bulgoria's
opportunitics for the development of fruitful trade relations clsewherc
are strictly limited.

i

1/ Sece this Review, June 3, 1947, p. 10.






