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‘greatef«thaﬁ,in the first quarter of 1949, and the results for April to Junc
show a deficit of $18.9 million, which is even larger than the surplus for
this period last year, £

One explanation for the increased deficit in Denmark's OEEC accounts is
undoubtedly the shift in some imports from dollar sources to European co i
Two examples of such shifts are Danish purchases of tobacco from soft cu
sources and of oil seed supplies from Portugal - both instances of commod
previously obtained in the dollar area, An additional explanation for the
sion in imports is to be found in the rising trend of industrial production
April the production index was 12 per cent higher than a year ago, and si
end of last year the increase has been both absolutely and relatively great ¢
in the same months of 1949. It is also probable that some speculative buying
of imported commodities has taken place during recent months, in consequence of
rumors of a possible further unilateral devaluation of the currency. Indications
of the existence of a speculative demand have led to official warnings stressing
the need for curtailing these purchases, In addition, the rumors of devaluation
have been repeatedly denied by the Governor of the National Bank, ,

Finally, a portion of the increased deficit is clearly due to the recent
liberalization of trade. To the extent that high tariffs for agricultural
protection still exist in many European countries, liveralization is for the
time being a one-way street for Denmark. An examination of Danish imports in the.
first four months of 1950 shows substantial increases,over the same periOdfin;l?ﬁ?i“
not only in raw materials but in almost all other categories, This movement '
is reflected in the index of import volume which stood at 134 (1937 = 100) for
the first quarter of 1950 against 112 for the first three months of 1949 and
111 in the last quarter of 1949. (See Table 3). At the same time, exports of
Danish dairy products to OEEC countries have risen hardly at all because of the
existence of duty schedules on agricultural products, which tend to exclude
Denmark from the beneficial effects of the recent liberalizations of gquantitative
restrictions,

Conclusions

As the preceding sections show, there has been a more than seasonal deficit
in Denmark's trade and payments with the OEEC participating countries during the
first six months of this year,

Some measure of the magnitude of this deficit is afforded by a comparison .
with the credit facilities established for Denmark under the European Payments
Union. Denmark receives a quota of $195 million in units of account of the Union,
of which the first 20 per cent, or $39 million, is gold-free line of credit.

For any portion of a second equivalent tranche, 20 per cent is payable in gold.
For example, a deficit of 78 million, amounting to LO per cent of Denmark's.
quota, would call for settlement of 7.8 million in gold.

According to the Bank for International Settlements, Denmark's OEEC deficit
for the first six months of 1950 was #32,5 million, There are some indications,
however, that the trend in Denmark's European deficit may not be persistent, -
and there is some likelihood of improvement, The Bank for International Settlements
fipures for June show a substantial increase in credit transactions and a corre-
spondingly large decrease in the net deficit position for the month, The usual
expansion of exports during the second half of the year should reduce this
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deficit considerably. Therefore, the possibility that Denmark might face gold
payments in any substantial amount (more than 20 per cent of the deficit)
' appears to be remote,

Two possibilities of further improving Demmark's trade position should be
rnoted, One would follow from a renegotiation of the contract prices for butter,
eggs, and bacon which Denmark delivers to Great Britain under long-term agree-
ments, However, prospects of a more favorable arrangement are uncertain at
the present time., The second development that would contribute to an improve-
ment, in Denmark!s position would be a movement to reduce the degree of agri-
cultural protection still existing in the form of high tariffs on imports of
these commodities by other OEEC countries,

In addition to these specific measures, there are a number of more general
conditions which would improve Denmark's external positioan. For Denmark, as
for most European countries, the devaluation of last September was,in the first
instance, expected to encourage a substitution of imports from other than the
dollar area, As a result of this process the ‘*hard" currency deficit would then
be replaced by a larger imbalance in relation to "soft" currencies, The related
problem, that of reducing the deficit, depends upon an expansion of exports,
These in turn may be expected to increase during the last half of 1950, both
because of their seasonal character and as an eventual result of the current
high level of industrial production,

The National Budget publication, as well as the annual report of the
National Bank of Denmark. note that the possibility of restoring balance by the
imposition of quantitative restrictions is now limited, Hence, the adjustment
to equilibrium in the balance of payments will have to be effected by other
means, 1/ In the long run, the goal is to expand export capacity by raising
productivity through a program of rationalization of production, In the immediate
future, if the deterioration thus far apparent proves persistent, the intention
is apparently to resort to measures of domestic monetary policy. The recent
increase in the discount rate from 3 1/2 to L 1/2 per cent has actually been
assigned the “eclassical' task of reducing imports,

hile there has been some worsening of Denmark!'s external position during
the past six months, the balance of payments situation need not give rise to
undue concern., The dollar deficit is being reduced in accordance with plans,
Although the soft currency deficit has recently increased, it financing seems
assured under present circumstances, and there are grounds for hoping that it
will be possible to reduce it, Finally, the Danish authorities seem determined
to use &ll available means to hold the balance of payments deficit within manage-
able proportions,

1/ Tconomic survey of Denmark, National Budget for 1950, p, 62; Danmarks
Tationalbank, Report and Accounts 1949, p. 25, —
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Statistical Appendix
Table 1
Denmark - Import and Export Price Indices
(1935 = 100)

Percent Percent Ratio exzports
Date Imports change Exports change over imposte

Hay 19L9 295 - 304 - 103

August 19L9 285 - 3. 308 +1,3 108

tay 1950 326 +1L.4 286 ~7.1 38
Source: Danmarks Statistik, Statistiske Efterretninger, June 10 and

June 13, 1950,

Table 2
Denmark - Balance of Payments, 1948, 1949, 1950
19L38 19L9 1949 1950
Results Budget Results Budget
Items (mill Kr) (mill Kr) (mill Kr) (mill Kr)
Current account
Receipts:
Exports 2783 3204 3648 3874
Shipping 630 680 650 733
Tourism 60 65 127)
Interest and 23 23 20) 535
dividends )
Other 3h7 371 395)
Total receipts 3843 4343 L3LO 5142
Expenditures:
Imports 3475 1,288 L1275 5001
Shipping 170 175 199 230
Tourism 0 93 i6l) -
Interest and 100 100 113) 625
dividends )
Other 260 260 355)
Total expenditures 5095 4916 C106 PR
Current account deficit-252 =573 =266 71l
Capital account
ERP +220 - +560 +545
Other capital items + 32 - ~294 +169
Capital account surplust?25? - +200 +71L

Source:

Economic Survey of Denmark, National Budget for 1950,

pp. 12, 58, 60.
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; Tabley?—a
b Denmark - Bulance of Payments, 1948, 1949 and 1950 (Budget)
(In millions of dollars)
1948 15hL9 1949 1950
Items Results Budget Results Budget
Current account
Exports 578.6 615,L 700.6 559.8
Imports 722,14 823,5 821,0 722,7

Trade Balance = 103.8 = 208.1 = 120.0 = 162.9
Invisibles, net+ 91.5 + 98.0 + 69,3 + 59,7
Current account

deficit - 52.3 - 110,1 - 51,1 - 103,2

C%ital account,
+ hs .7 -

+ 107.5 + 78.8
Other capital
itenms + 6,6 - - 56,k + 2hh
Capital ¥ 52.3 - + 51,1 + 103,2
account

Source: Same as Table 2,

Note - Conversion rates as follows: 1948 - 3 = Kr. L.81; 1949 -
(3/k of year), $ = Kr. k.81, (1/L of year), 3 = Kr. 6.92;5
and 1950 - $ = Kr, 6,92,

Table 3

Denmark - Volume Indices of Exports and Imports
(1937 = 100)

Year (uarters Exports Imports

1948 I 72 69
IT 62 81

I1I 65 88

Iv 79 100

1949 I 80 112
11 88 115

TIT 8L 101

v 109 111

1950 I 99 134

Source: International Monetary Fund, International Financial
Statisties, Vol, II, No. 11; Vol, II1I, No, ©.
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Table L
Depmark -~ Balance of Payments, 19L9, by Cnrrenecy Areas
Other
Current SArea fArea OEEC . Others Total
Account (mill Kr)  (mill Kr) (midl Kr) (mill Kr) (mill Kr)
Imports 8L9 1453 1325 648 4275
Exports 178 1655 1309 506 3648
Trade Balance =671 +20¢ - 16 Y =027
Invisibles, net + 83 + 55 + 154 + 69 +361
Current account =588 +257 +1308 - {3 -c00
OUther
Current wArea fArea OEEC Others Total
Account (mill 3) (mill 4)  (mill §) (mill $) (mill 3)
Imports 163,1 279.0 25k4,5 12k 821.0
Exports 34,2 317.8 2514 97.2 700.6
Trade Balance ."128,9 +38.8 - 2.1 - 21<2 - 120.4
Invisibles, net + 15,9 + 8.8 +29,6 + 13,2 + 69.3
Current account.”713,0 + 070 + 26.5 - 14,0 ~ 51,1

Source: Economic Survey of Denmark, National Budget for 1950, pe20,

Note - Rates for conversion into dollars:

3 = Kr, L.81; October - December,

January - September,

CS = Kro 60920

Table 5
Denmark - Balance of Payments, Estimate for 1950
Other 1949
Items SArea £Area OEEC Other Total Total -
(mill Kr) (mill Kr) (mill Kr) (mill Kr) (mill Kr){mill Kr
Current receipts L57 2307 1832 shé 51h2 L8Lo
Current expenditures 998 2312 1932 61l 5856 5106
Current account deficit - 5S4l -5 - 100 - 68 - (1 =~ 266
Capital items, net + 522 + 5 - 7 + 25 + 5h5  + 563
Decline in foreign '
exchange position - 19 - - 107 - 143 - 169+ 297
OTHET ' a9y
Ttems $Area gArea QEEC Other Total Total
(mill $) (mill $) (mill B) (mill $) (mill 3) (mill $)
Current receipts 66,0 33.L 2647 78.9 743.0  929.5
Current expenditures 1hh,.2 334.1 279.2 88.7 8L6.2  980.6
Current account deficit ~73,2 ~ 0.7 -14.5 - 9,0 -103,2 @7‘51“T'
Capital items, net «75.4  + 0.7 - 1.0 + 3.6 + 78.8 +108,1
Decline in foreign R
exchange posi.tion - 2.8 0 ~15.5 -6.,2 = 2hy +57.0
Source: Economic Survey of Denmark, National Budget

for 19'5’0, p. 61,
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Table 6
Denmark - Imports, Exports and Trade Balance, by Quarters
(millions of Kroner) ’ Jen, -Har, 150
— e 1950 1950 ¢ of Budget
I IT IIT v Year I Budget S
Imports 1076 1083 932 1114 h205 138 5001 27.9
Exports 769 841  BL8 1106 356L 996 387h  25.7

Trade Balance _ =307 _=2h2 8L - B _-641 _-L0z =112/ _ 35.7 __

Source: OEEC, Statistical Bulletin, Foreign Trade, No. 2, Mayr 1970,
and Vareomsaetningen med Udlilandet, liarch, 1950,

Table 7

Denmark - Imports, Exports and Trade Balance, First Guarters,
1949 and 1950
(millions of dollars)
U.S, OWH U.K., Other OEEC Others Total.

Imports
st quarter 1949 39.2 7.1 65.5 75.0 37.0 223.8
lst quarter 1950 22.1 3.8 70,1 76,2 30.2 202.3

Exports
“1st quarter 19L9 8.0 2,2 sh.2 69.4 26.0 159.8
lst quarter 1950 3.5 3.5 56.6 63.L 16.9 143.9

Trade Balance
1st quarter 19L? =31.2 -4.? -11.3 - 5,6 -1
lst quarter 1950 -18,6 -0,3 -13.5 -12,8 - 13.

Source: OEEC, Statistical Bulletin, Foreign Trade, No. 2, iay 1950,
and EC., Division of Statistics and Reports (unpublished summaries
of trade in dollars).
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Table 8

Denmark - Trade with United Kingdom and OEEC Countries
(millions of Kroner)

United Kingdom Other OEEC

Imports
1st quarter 1949 315 361
1st gquarter 1950 L8y L88
Per cent change +54..0 + 35,2
Exports
1st quarter 1949 261 33k
1st quarter 1950 391 L06
Per cent change +49,8 + 21,6

Trade Balance

1st quarter 1949 -S54 -~ 27
1st quarter 1950 9L - 82
Per cent change +7h.1 +203.7 -

Source: Danmarks Statistik, Vareomsaetningen med Udlandet,
darch 1950,






