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the proportion to be spent on the Federal Reilroad and public construction
and inorsaesing expenditures on agricul ture, tourism, and rinished-products
industriee the revised program just releassd by the Austrian government has
met some of this critioisms In reply to other criticism that 7 per cent of
the tutal investment for three years is too high for primary iron and steel
and metal industries, the Govermment points out that these projests must be
finished in order to avoid losing the funds already invested. The Govermnment
elso contends that repeir and modernization in the primary industries will
enable those industries to furnish raw materials to the end industries at
lower costs, thus putting the latter in a better competitive positions This
lest argument is tomable only if it is conc~ded thet the primary industries
can produce these raw materisls at costs lower then the cost of imported raw
materials; so far, they have been .bie to ds so cnly with the aid of indirect
lmport and export subsidies embodied in exchange rate differentials,

Public conetruction still .eccupic’@ an importent plase in total
investment on the theory that these lebor.consuming industries will prove of
essistance in solving the unemvloyment probiems The sharp drop in the number
of unemploysd sines good weather permitted these industries to resume oper-
ations demonstrate: the succest of such & progrem from this point of view,
Investment in publie construction ean do little, however, to aid in redueing
the deficit in the balance of peyments and it might even increase it by
inereasing the demend for imports through higher ‘ncomes,

The availabiliily of prograrrad invesimant funds will depend upon
the establishment of & normal capitel market and the maintenance of a high
level of economic activiiy, The Austrien National Bank must use monetary
controls wisely, since either & deflation or & coatinuation of infletion
would cause Government revenues to drop, would endanger monetary stability,
and would drastically reduce the smount of self-finencing which is expected
over the next few yearss It woculd seem that continued investment in hegvy
industry cen servs only to pery:etuate the distortion of sgonomie resources
begun by the Germins, Austria is not compewitive in these mackets, and many
of them ere alreacy becouiing giutted. The ability of these p:imary industries
to dispose of their products on the domestie market will depend entirely upon
the success of end-product industries in expanding exports over the nest two
yearse It mey be more desirable to expand production in the 6xport industries
and to absorb labor presently employed in public construction in these more
productive fields,

Balance of payments

Austria hes been unsuccessful in the attempt to achieve an external
balance since the war, At the end of 1949 her foreign trade still remeined
approximately 25 per cent below 1937 by volume, and exports covered about 50
percent of imports as compared with 85 per cent before the war, Statistics
for the first quarter of 1950 indicate that the develuation of the schilling
did not bring about the hoped-for expansion of exports, since they still covered
only 51 per cent of imports for the period,
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Changes in the direction and composition of trade are shown in
the attached Tebles VIT and VIII« In exemining the commodity breakdown, it
should also be remembered that meny transactions for raw materiels and
finished products took place during 1949 under compensation and barter
deals which involved different implicit exchenge rat:s; conssquently, value
figures in schillings for these categories may be somewhat exaggerated,
In eddition, the "hole in the East" still exists, Exports made by Russiane
operated industries in the Soviet zone of occupation are not reported, and
smuggling tolerated by the Soviet authorities constitutes an even more serious
drain on Austrian resources,

The fact that exports have not expanded since November 19,9
indicates that the de jure devaluation of the schilling, which in effect
recognized a de facto sitdhtion, has not succesded in relating Austria's
cost structure to world markets in such a vay as to make Austrian exports
competitive, In addition to this, & continued high demand for goods on the
domestic market hes enabled éfustrian +raders to realize high profits on thet
markets therefore, there has been no initiative to search for export markets,
A recent report indicates that the present tight money situation has dampened
domestic demend and has resulted in more of an effort to seek export outlets
on the part of businessmen,

The Austrian exchenge system reate, as revised in January 1950,
still retains & procedure under which the Austrian exporter mey keep & portion
of his foreign exchange, In practice this procedure results in varying
implieit rates for various trensections, The fact thet such "extra-legal"
exchange is available, at a price, encourages imports of luxury items which
bring high profits on the domestic markets ‘ith the cooperation of the Interw
national lionetary Fund and the &CA, the Austrian govermment is working toward
the adoption during 1950 of a unitary rate of exchange. Tthe black market
rate for the schilling, usuelly e good indicator of the actual velue of a
currency, has for the first time dropped below 30 schillings to the dollar,
and is now very close to the official "premium" rate of 26 schillings to
the dollars The ECA UMission has recommended that the Austrian govermment
provide facilities whioh will meke it easier for tourists to exchange their
money legelly, thus siphoning e larger amount of such exchange into the
Austrian Nationel Bank,

Based on the 1949 deficit,converted at a rate of 21436 schillings
per dollar, the Austrian government has estimated an arnual deficit in the
balance of payments of 6.6 billion schillings, On the basis of & detailed
industry study, the Goverrnment estimates that the three-year investment
progrem will result in en expension of exports and curtailment of imperts
which, taken together, will represent an improvement in the balance of payments
of Le2 billion schillings annually between 1950 and 1952, The report el so
points out that other factors, such as & possible f&ll in world prices of food
end rew materials, might permit a btalance on foreign account by 1952,

It is difficult to evaluate such estimates, On the besis of past
developments in the export markets, however, they would seem optimistic,
It is generally agreed that the only feasible way in which a belance on



int can ba reached 4s through en expansion of - exports..va" ,
n, ‘the Austrien cost structure must be made compsetitive through
ed productivity, and this cost structure must be linked to the orld
by 8 realistio exchange rate, Domestic prices must be lowere e
der to get away from high domestic profits which ere 1nh1biting the
L From a general point of view, it seems probable that Austri -
'_ ab1e o improve her external position over the next three years; but it ¢
equally probable that a defieit in the current balence of payments will
 remgin after the conclusion of the ECA program if a sudden deop in Austrla'
',vlevél of production and consumption is to be avoideds :
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1949

Varch
June
Septo
Dec.

1950
Verch
April
Sources

Date

1948

Dec,

1949
farch
June
Sept,
D90¢

1950
March
April
Source:

BT., A *

IAHLE II

Lebor Harket

Empl oyed

1,862,173

1,951,6l7
1,982,720
1,899,666

&%)

lionthly Report of Austrisn National Bank

¥.te

Cireculation

5,635

5,833
5,797
5,817
5,721

5,611
5,618

Monthly Repar t of the Austrian National Bank

Not available

TRRE I1I

Finaneial Developments
(Millions of Sohillings)

Free
Giro Accounts

1,377

Sight
Deposits

kL,799

L, 930
5,330
5,490
5,987

6,067
N.A.

AUSTRIAN ECONOMY

Unempl oyed

130,178
80,645
72,315

139, 58l

187:85¢

Time
Total Deposits

11,811 1,227

11,726 1,461
12,054 1,562
12,561 1,563
13,383 1,670

12,968 1,954
HeAe N.A.




BESTICTED

bate

Dec. 31l19h8
Herch 31,1949
Juns 30,1949
Dec, 31,1949
Harch 31,1950

TAELE LV

Credit Extended by Austrian
Commeroial Banks 1/
(411ions of Schillings)

Short-term
Loans

2,501.0
2,783,8
2: 992!1
2,301.0
3,749.9
h. 3&0.2

liortgage
Loans

Lg5.9
522.9
561 46
593.0
6142
6320.5

z? kxeluding eredit cooperatives

Source:

Date

1948-Lionthl y
Av,

1949
March
June
Sept.
Dec,

1950
Jlarch
April
May

Sourees

TAELE V

Cormunal (:11s Redisocount-

Loans

27046
3375
3631
Lol;.8
Ll6.L
L77.9

Prices, and Gost of Living

( 1938 = 100)

Besic liaterial FPrice

313

363
L55
L32
Lgo

521
513
513

AUSTRIAN ECONOEY

ed with ANB

o W e gy

- N e A

Lel.6
671.9
892.2

55843

Supplement to monthly reports, Austrian Kational Papnk

Cost of Living

Foodstuff

325

Lio
506
k72
529

L78
L66
L56

Qther

316

305
33l
346
357

369
369
369

lionthly Report of fustrian Institute for Economic Research

-
- -4
-4

Total

3526745
3,6LL.2
1-5-;381 "4
h’gloi.’
5,702,7
6,006,9

Total

321
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TAHLE VI

Cost of Living and Take-Home Pay
( April 1945 = 100 )

Cost of Living Take-Home Pay
Date Totel Food Rent Light ' Cloth- Household
& Gas ing Furn
19L;8-E’io§thly - 318 383 157 423 L91 588 323
s

1949

Herch h29  L4B3 159  Lla L58 sL8 376
June 509 597 163 53l L78 548 36l
Sept. LoL 557 163 527 La7 565 las
Dec. 535 623 163 587 506 596 las
1950

Warch 507 564 163 587 539 623 423
April L99 sk9 163 587 539 623 L23
Ney L93 shs 163 587 539 623 423

Sourcer Monthly Report of Austrian Institute for Economic Research

TWHLE VII
Austria's Foreign Trade by
la jor Commodi ty Group
1/( ilillions of Schillings )

1937 ~ 1949 i920
Commodity Group o/ OM&grolﬁ 3’;:0/ o aﬁ? °/o  Totel % Q;z,,_%_
IMPOR TS 4
Foodstufts LoL.L4}28{1,118.56]37| 399.1|27|583.6/32!2,101.5,33{771.0| 31
Raw materials & 2,
semi~mfge 62044| i3 1,259.2}441 6343131731 .1 |Lo| 2, 62L.9{ 11 hpo3.6| 1a
Finished Product L28.L4}29| 67hL. ‘Ez L3144 301 L99.9] 28|1,605.7| 75| €L2.2{ 28
Totals 1,L53.2{100} 3,052, 5 100416 8[100[181L4,6]00| 6, 331 .9 XD 3156481100
EXPORTS
Foodm 51&6 Ll. 12&1 1 L‘ ul 1 1605 2 3207 1 2702 2
Raw meterials &
emiomig. | 363630 67L.8|L3|258.7| 35| 311.8) 37|1,275.3 39| Lg6.3| ko
Finished Product 801.6|66 896.8‘12‘)6 LéT.L| 6L] 55643]61}1,920,5] 60| 720.9| 58

Totals 1,216,8[00]1,563.7 7302|100 | S1L46]00 | 3,228, 5000 1,34 {100

1/ 1937 prices
5/ Estimeted on basis of ECA breskdown of reported shipments for period,.
Totals do not agree exactly with those in Table VIII for that reason.

Sources: Monthly Reports of Austrien Institute for Economic Reseerch
S TATIS TICHE NACHRICHTEN - July 1949 -« May 1950
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