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The C ommis si on on Postv.rar · :':bonomic P.lanning ~ which was appoint ed 

by the Swedish Government in the SIJring of 1944, has as part of its 

task also dealt with the question of postwar foreign trade and commercial 

policy. The Commission has considered this to be one of the most import

ant parts of Sweden's eecnornie policy, although it is true that the power 

of a small ~ountry to influence su~h international conditions as affect 

developments \nthin foreign trade is rather limited. In studying the 

foreign trade problem the Commission has had the advantage of consulting 

the expert opinion of leading pe~sons v.Qthin various government agencies 

as well as of a large number of representatives of private enterprises 

and organizations engaged in the e:x:-J_Jort and import field. The ConuniGsion's 

views were Submitted to the King in the form of a report dealing with Swe

dish postwar foreign trade and commercial policy. It is a source of parti

cular satisfaotian to note that.the report, as regards its fundamental 

lines, has been unanimously endorsed by the Commission and its experts. 

As chairman ofthis postwar planning commission I take the opportunity 

of expressing my appreciation for the initiative tha.t _ the Institute for 

Industrial Research has taken with a view to 1!>-ontributing to a greater cir

culation of the report by publishing it in a readily accessible form. The 

future of foreign trade is undoubtedly a question which most closely con

cerns not only a small group of experts, but the entire nation. As is the 

case with its reports on other subjects the Commission has not only en

deavoured to indicate the fundamental lines of eecnornie policy but has also 

sought to investigate and clarify, within a limited framework, our most 

important postwar problems. 

Stockholm, June 1945 

Gunnar NJyTdal 



The great importance of foreign trade for Swedish national eoonomy is now 

so generally known and appreciated that it is hardly necessary further to elu

cidate it. It is true that receipts from exports account directly for only a 

minor proportion of the national income. During the period immediately preced

ing the war this proportion was even a diminishing one. According to estimates 

made by the Institute of Business Cycle Research it dropped during the thirties 

approximately from 19 to 15 percent of the gross national income. This decline 

was largely due to the decrease of agricultural exports. The greater part of 

Swedish exports, however, consists ofindustrial goods, and exports are of 

greater importance for manufacturing than for other branches of the economy. 

However, even in the case of industrial productian the share in exports dropped 

during the thirties from 1/3 to 1/4 of the total value. 

The role of imports in Swedish national economy is illustrated by the 

faot that they before the war amounted to approximately 20 percent of the 

national income. 

Even though these relative figures may appear low, this is not so from an 

international point of view. Campared with other countries, Sweden is a country 

highly dependent on foreign trade . Furthermore, it should be borne in mind that 

such relative figures as stated here do not give a full picture of the signifi

cance of foreign trade. The fact is not susceptible of exact proof, but it 

appears evident that foreign trade exceodingly contributes to the raising of 

our general eecnornie standard. Through foreign trade Sweden participates in a 
l 

profitable international division of labour. Foreign trade gives us access to 

cheap and partially indispensable raw materials. In addition, it substantially 

increases the value of our national resources suitable for export, such as 

timber and ore. Moreover, foreign trade brings about an increase of our product

ive capacity in certain fields of eoonomy far beyond the relatively restricted 
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limits set up by the domestic narket, thus providing us 'vi th the advantages of 

specialization and large-scale production. It also makes it possible for us to 

benefit by corresponding advantages accruing to the export industries of other 

countries. 

The Commission wishes to state these rather self-evident facts in order 

to emphasize the importance to our economy of resuming extensive internatiq!k~l 

~. 

Also from another point of view, namely that of general economic activity 

and employment, foreign trade is of decisive importance. As previously stated 

by the Commission, export and demand for imported goods hold a strategic posi

tion. If the aim of full and steady employment with the maintenance of relative·· 

ly free rrarket conditions is to be aehieved, it is both a short- and long-term 

prere~uisite that exports shall after the war not only resume their prewar 

volume, but, if possible, be increased beyond that level in proportion to the 

country's industrial potentialities. 

However, foreign trade is something more than an important factor in the 

trend of Swedish eecnornie development. It is of e~ual importance that exporta

tian creates "an international liquidity margin" for our ernploymcnt policy. An 

increase of exports in proportion to the demand for imported goods correspond

ing to the growth of our national income is a prerequisite for keeping a free 

hand in our cyclical and employment policies without resorting to far-reaching 

restriotians of imports, which would result in a detericration of our national 

supplies and economic standards. Only with such a favourable development as 

regards exports can the policy of full employment be realized without creating 

a tendency to autarchy which would have a bampering effect on economic progress. 

As appears from the above-indicated relative figures, our exports during 

the thirties lagged behind the general rate of increase of productian in SwedP.: .• , 

While during the twenties the volume of exports almost doubled, it never there·· 

after - in spite of a lively upsvring at the end of the thirtics - renehed a 

figure much higherthan the peak of the twenties. However, the total volume of 

world trade declined strongly during that poriod and, in comparison, the 

Swedish exports were able to hold their ground very well indeed. 

The rapid increase in exports during the years following World War I must 

primarily be attributed to the rapidly growing markets gained in various trans

oceanic countries, particulnrly the United States. On the other h~nd, the im-
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portance as export markets for Sweden of the war-ravnged European couu1tries 

was considerably reduced during the twenties. This was true primarily of Ger

many and France, but to a certain extent also of England. The rapid recovery 

of Swedish exportation and ~he resulting general prosperity during the first 

decade following World War I, must thus be attributed principally to the re

orientation of Swedish exports toward transoceanic markets. During the thirties 

the rearrangement thus brought about in the relative importance of various 

markets for Swedish exports was, as a whole, maintained. The roarrnament of 

Germany during the seeond mlf of the 1930's increased to but a small extcnt 

that country's share in Swedish exports . In spite of the tendoncies toward 

larger trade with the trunsoceanic countries, Europe rea~ined, nevertheless, 

our most important market, where 3/4 of our exported goods were sold. 

The changes in the geographical distribution of Swedish exports are 

largely influenced by the trend of economic developments in various countries. 

A connection can generally be observed between increases in national income 

and the development of imports. On the other hand, it is of interest to note 

that Sweden's share in the imports of the main importing countries showed a 

strong tendency to increase during the thirties. As an ~smple it may be men

tioned that Sweden 1s share in the imports of Gcrmany, the United States, Jape:n, 

and Canada almost doubled during the period from 1929 to 1938. On other Eu:roT"'"'"·'·1 

1mrkets, li1cluding the Nordie countries, Sweden's share increased by over 1/4 

and on the &1glish ma.rket by 1/5 •. In the non-European raw material countries 

the proportion of Swedish goods in imports went up by nearly one-half. This 

proportion a~so ~ncreased in a number of other countries. 

Thus the fact t hat the position of Swedish exports during the thirties 

was maintained, notwithstanding the general decline in the volume of world 

trade, could be ascribed neither to developm8nts in any par ticular country nor, 

in all probability, to any particular export product. Developments seem rath8r 

to indicate that Swedish exports as a whole could well stand their ground 

against competition on the world market. 

The trend of Sw~dish exports prior to the war must, however, also be 

viewed in the light of the steady development towards new commodities and ;:-;·-_.,. 

q_ualities, which took place within Swudish export industry , Within the forest 

products industrhs there may be noted the increa.sing importance of cellulose 

produats and the diminishing share of saw-mill produats in total production. 

1Nithin the cellulose industry may be observed a development toward increased 

exports of sulphate pulp and an incre~singly intensified refining of cellulose, 
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primarily through bleaching to viscose, et cetera. A decline may be noted 

with respect to mechanical pulp , Within the paper industry there was a rapid 

expansion of the exports of wrapping paper and of grease- proof paper, While 

newsprint showeda declining tendency, Such new products as plywood and wall

board also showeda rapid expansion during the thirties. Within the iron 

industry there was during the twenties, as is well known, a fundamental re

organization aiming at higher-grade production, These tendencies continued 

during the thirties, and a close study of iron export would reveal a strongly 

diversified development tov.rard new qualities and new forms of manufacture, As 

far as exports of engineering products are concerned, the changes are perhaps 

even more pronounced, Thus old and important Swedish ell:port products, such as 

cream-separators and steam turbines, based on earlier Swedish inverttions, are 

gradually losing ground, while other products, such as ball bearings and ships 

constructed on modern principles, have during the thirties rapidly won a larger · 

market . 'l1ow<c~.rd the end of this period, the exports of such products as matehes 

and paving stones were also declining, Generally speaking, the trend during 

the inter- war period, and perhaps in a particular ly high degree during the 

thirties, led to a higher processing of export products , This trend is partly 

reflected by available trade statiptics. Thus, according to official sources, 

the proportion of total exports represented by finished goods increased from 

about 25 per cent in 1913 to over 40 per cent at the end of the thirties, But 

the trend toward higher quality and intensified industrial processing is only 

partially indicated by such figures, 

It may thus be said generally that the steady development of now products 

and higher qualities, in addition to the intensive reduction of costs by ra

tionalization, has been an important factor in deciding the competitive strength 

of Swedish exports prior to the war, 

The developments of Swedish ~m]orts during the inter-war period followed 

roughly tho variations in national incorne, However, on this point, too, a certain 

deviation may be observed between the tendencies in the twenties and in the 

thirties , ~lliile i mports during the twonties gr(ffl more rapidlythan the national 

income , imports during the thirties lagged samewhat behind. Towards the end of 

the thirtios, however , imports were considerably higherthan in the twenties. 

Thus , Sweden has not as to her imports followed the general declining tendency 

apparent in world trade during that period , This appears also from the fact 

that Sweden considerably increased its share in the exports of Vdrious producer 

countries . Thus Sweden 's share in the exports of such countries as the United 
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States , Great Britain, France , Norway, Finland, The Netherlanfts , Belgium and 

several transoceanic countries almost doubled during the thirties, and in certain 

cases it increased even more, This development is not only the result of Sweden's 

pronounced free-trade policy, but also of the trend of economic activity within 

Sweden which was very favourable from an international point of view. 

The increase in imports during the thirti es would, however, have been con

siderably larger if important changes had not taken place in their composition, 

primarily a shift from importation of finished goods to importation of corre

sponding raw materials. Various faotars have undoubtedly contributed to the 

rapid expansion of the domestic manufacturing industry at the expense of corre

sponding imports, To a certain degree this must be viewed in relation to the 

autarchic tendencies in the outside world, Rad Swedish exports during the thirt

ies not been hampered by various trade barriers, the productive factors might not 

to such a great extent have been transferred to manufacturing industries produc

ing for the domestic market. The trend toward greater self-sufficiency as ro

gards finished products was also prometod by changes which took place during the 

thirties in the international currency relations. However, this trend was prob

ably also partly due to an increase in the domestic market on a larger scale and 

consequently at a lower east than before, and to the greater technical and com

mercial ability which gradually develops in a highly industrialized country. 

Tbrough these changes in imports, which in thomselves rcsulted in savinga 

of foreign exchange, the 11international liquidity margin" for Swedish employmcnt 

policy was enlarged; in view of the less favourable export tendencies this margin 

might otherwise have b ecome too restrio t ed, 

As in the case of exports, the United states and certain other non-European 

countries tended to increase their share in Swedish imports during the first de

cade after the first World War. However, at the end of the thirties European pro

duats still accounted for the main part of Swedish imports, according to count

ries of origin by about two thirds1), of which approximately one half consisted 

of German and English goods, 

The distribution of imports among the various countries differed greatly 

from that of exports, which gave Swedish foreign trade a markedly multilateral 

character . As late as in 1928 the sum of export and import surpluses in our 

trade With individual countries, calculated only in c.i.f. or only in f,o.b, 

l) Translator's nate: In Swedish trade statiatics two sets of figures are given 
for the s ourc e of imports, i, e, "countries of purehas e" and "oountri es of 
origin", 
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prices, amounted to about one third of the total value of Swedish foreign trade . 

There was an import surplus primarily in our trade with Germany and the entire 

American continent . On the other hand, trade with England, the Nordie countries , 

certain of the other European countries, and Africa, Asia and Australia result 

ed in export surpluses . From countries having an export surplus in their trade 

with Sweden a considerable part of our most important raw materials was re

ceived , while convereely co1mtr ies with an import surplus of Swedish goods were 

important markets for among other things our forest products, As a result of 

the general trend toward bilateralism and preferential treatment during the 

thirties there appeared in Swedish foreign tr·ade also a c ertain t endency toward 

a lesser degree of multilateralism. Nevertheless, at the end of the thirties 

the total import and export surpluses amounted to about one fourth of the total 

value of foreign trade. 

The possibilities of utilizing prewar experience in estimating the pro 

spects of expanding our foreign trade after the ~dr are naturally limited. For 

i t is obvious that World War II , to a still higher degree than World War I, 

will mean a break in economic trends which will affect conditions of world 

trade even from a long range point of view. These changes eaused by the War 

can as y et b e surveye d on ly to a c ert a in ext en t • 

As far as our own economy is cancerned i t may be not ed that the t enden-

cies toward increased self- sufficiency, which had appeared even beforo the v~r, 

have quite naturally been strengthened as a result of our being cut off from 

the world market, even though these tendencies were in meny fields checked by 

the shortage of raw ma t erials. Many lines of manufaoture mich have been deve

loped during the war, for example in the iron and steel, engineering and chemi

cal industries , and which have r eplaced previous imports, probably will prove 

capable of competing after the war , and in some cases they will continue to de

velop. The1·e is, for instance, reason to expect a further expansion of the 

chemical industry and of the produotian of commercial i r on . Due to changes of 

a lasting character mich took place during the war, some reduction of our 

import requirements has resulted which , contrary to the structural changes of 

the thirties, primarily affects the import of raw materials . The size of this 

reduction of imports has been estimat ed , in terms of prevrar currency, at 

100- 150 million kronor. 
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Thus by this shift the international soope for our anticyclical policy 

has been enlarged to no small extent. 

The changes on our export markets during the war will probably not 

appear with entire clarity until better contacts have been established with 

the various countries , It is even now evident, however, that in certain fields 

the former importing countries have become less dependent on our export goods, 

due to a development of domestic productian capacity and of productian tech

nique, For example, it will certainly in many cases be difficult to recapture 

former markets for iron and steel and for engineering products, 

In other respects, too, substantial changes have occurred on the world 

market which rray present possibilities of development in both a positive and 

a negative direction. Among these changes should first of all,be mentioned 

the acceleration of industrialization, similar to that which took place during 

World War I, particularly in the raw material countries. Further, the continual

ly ohanging political aspects of the world naturally constitute a number of 

unstable factors bearing on the future structure of world trade. 

For all these reasons it is clear that our foreign trade cannot - even 

after the reconversion from war conditions has been practically completed -

be expected to return to prewar conditions, Experience from the prewar period 

seems in certain respects to give some general indications as to where we have 

the b est prospects for developing our foreign trade. 

The tendencies toward self-sufficiency ~~th respect to certain previous

ly imported goods have been referred to above. Such tendencies may be condi

tioned by a new technical-oconomic situation and m~ therefore occur without 

the protection of incroased eustoms tariffs or subsidies. In the case of agri

cultural productian a policy of self-sufficienoy rmy be motivated by our long-· 

range supply interests and the desirability of securing a reasonable standard 

of living for the agricultural population needed at rational methods of produc

tion. With the last-mentioned exception these developments cannot be considered 

as a deviation from the Swedish free-trade policy which is an expression of 

our interest in making it possible for imports to compete with our own dom8~~l

production. However, a necessary pre-requisite should be that import prices 

have the cbaracter of ''world :market prices" and not of prices momentarily ma.rd .. 

pulat ed by private business enterprises or State regulations of other countric)t3. 

Of interest fromthese points of view are certai~ tendencios toward a new or

ganization of the world mnrket, \~ich possibly will be of lasting importance, 

The agrcements which hlve been concluded between some leading powers cancern-
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ing the big international raw materials may thus prove to be the introduction 

to an epoch of "organiz ed free trade". 

As stated above, the distribution of our exports vva.s before the vva.r de

tennined to a great extent by general eecnornie activity in the val7ious countries, 

It is obvious that there are partioularly great possibilities of expansion in 

a number of countries that are still economically backward, some of them trans

oceanic countries, where the process of industrialization has been accelerated 

during the war, It therefore appoo.rs probable that, as after the first World 

War, nE)W prospects of developing our foreign trade in a number of such markets 

will be opened, 

In all prohability our foreign trade must, even after the vva.r, be cha

racterized by a considerable mobility, if it is to assert itself successfully 

on the world market. The steadily pragressing conversion in Swedish export in

dustry to new products cannot, of course, be considered finished, A continued 

development which probably will lead to a still higher degree of manufacturing 

in maey fields has been started and will go on, It is particularly necessary 

that such a development be realized within forest industries in mich the li

mited yield of our forests during the next few decades will necessitate certain 

restriotians in the use of raw materials, A further expansion of exports in this 

important field will req_uire that the q_uantitative expansion that ended with 

the thirties should be succeeded by an accelerated development towards a higher 

degree of prooessing. -·At the same time it should be realiz~d that :itna.y be 

impossible to maintain in all fields our former superiority as regards q_uality 

and techniq_ue, In the iron industry the achievements in alloy techniq_ue com

bined with technical experience connected with the war effort have undeniably 

led to a certain eq_ualization of formerly existing q_ualitative differences be

tween various countries, Conseq_uently, efforts aiming at increased efficiency 

and lower costs will be of groater importance than before. 

It is, furthermore, q_uite obvious that even in the future it will be in 

the interest of Sweden that conditions be such as to make world trade as multi

lateral as possible. This interest, which is economically justified under any 

circumstances, is reinforced by the special character of Swedish foreign trade, 

It may be assumed that Swedish exports will after the war continue to have its 

center of gravity in a number of large special products which, partly for 

reasons of transport economy, will have their ma.rket concentrat ed to a limit ed 

number of larger purchasers, The shift in imports from finished goods to raw 
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materials, which was noticeable befor e the war and which can hardly be con

sidered as reversible, will also make the distribution of our imports among 

various countries less flexible than before. Under such conditions it is quite 

unreasonable to suppose that the most favourable export and import market.s 

should coincide, It is therefore definitely in Sweden's interest to develop 

the freest possible multilateral trade. It goes without saying that Swedish 

foreign trade will b e primarily direct ed t oward t ho se countries where sucll a 

tendency is most pronounced and where it will be able to ehoase freely the 

most favourable market . 

It need hardly be stressed that such a development toward free interna

tional trade is greatly dependent on the ability of various countries to 

cooperate in the economic field. It does not fall within the scope of the 

present report to analyze in detail the problems which this oooperation will 

have to face, Here we shall merely point out a few questions which will have 

to be solved in order tha1 an international commercial system, based on free 

trade, may work, Among other things a balance nru.st be reached in the payment 

relations between various countries through international movemen.ts of caj)ital 

which, in turn, are based on confid~nce in the international system. In addi

tion a s table international currency system must be established, which pre

supposes both the aforementioned balance of international payments andability 

on the part of the individual countries to control business fluctuations. 

Even if efforts will be made to establish a free world trade after the 

war, we cannot disregard the fact that during the transition period immediate

ly following the war a number of obstacles to such a development will appear . 

In the follow:ing pages we shall try to sum.marize certain features o~ the in

ternational situation 'Which may be expected to have particular b earing on our 

foreign trade. 

In connectionwith this b:tief revi~ the general reservation shou.ld be 

made that in this field one is on extremely uncertain ground. 

~nternational Background. 

The war will leave many countries, particularly European ones, with a 

greatly reduced productian capacity, but with enormous requirements of commo

dities for reconstruction purposes and, to begin with, for current consumption. 

Their exporting ability will b e r educed both by diminished capacity in the ex-
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porting industries and shertage of ravr materials, and b;y urgent domestic 

needs . 

lan;y countries, such as England, the Netherlands, Belgium, France, 

IJorwa;y, and Japan, have had their merchant fleet drastically reduced, which 

will have a corresponding adverse effect on their balance of payments. 

T"any countries, furthermore, have exhausted their foreign exchange 

reserves or have bad to dispose of their interest b~a.ring foreign assets, and 

have incurred debts in connection with the war effort. As regards England -

which priör to the war covered a deficiency in i ts trade balance of ab out 

.fAOO rr,illion out of other incone of various kinds - i t has been estimated, 

as is well knCJ':i..n, that after the war such sources of foreign exchange will 

be reduced by approxin'ately ,f~200 nillions. At the same time, great Britain 

has, duxing the war, incurred debts T""hich, even if lendlease deliveries are 

not included, run into billions. 

In the transoceanic "raw naterial" countries, for instance South and 

Central America, Australia, New Zealand, South Africa and India, industriali

zation has been accelerated, as during the first ~'or1d :'·ar, with the effect 

that the resumption of exports of finished goods from the old industrial 

countries al on g prewar lines is rendered difficul t. ':L'his will chiefly affect 

such European countries as export this type of goods. Among these countries 

is England, which face s the necessi ty not on ly of repairing material damage, 

but also of carrying out a fundamente.l reorganization 911d reorientation of 

its export industry . Such a conversion can hardly be more than partially 

accwplished during the first postrar years. 

Those countries '\'.rhose balances of payments after the war, for one or 

more of the above-nentioned reasons, can be expected to be influenced in an 

advers e . direction, uere before the v1ar responsible for a substantial portion 

of world trade . It is therefore obvious that the payment difficulties of these 

countries vrill affect, in a high degree, not onl:y their ovm commercial policy, 

but that of other countries as Y'ell. 

':L'he measures of commercial ".policy that ma;y be come necessary in count

ries which will have their be.lance of pa;yments impaired ( hereinafter called 

countries v.ri th "vreak11 currencies ) , are prin~arily of the following nature. 

(a) Lirl'i tation of imports b;" means of irnport restrictions. Friori ty 

may in this eonnection be given to cornmodities meeting essential national 

needs and reconstruetion re~uirements, and to rav~ materials for t he export 

industries . The imports of manufactured goods may, for these or other reasons ,bE 
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restricted in favour of less expensive raw materials for the purpose of 

saving foreign exchange. 

(b) In so far as an export surplus arises \"''ith respect to a country 

with a weak currency~ currency eontrol ma7 be introdueed to prevent the 

use of hard currencies for multilateral payments. The possibilities of the 

exporting countries to avail themselves of their claims would thereby be 

restricted, 

(c) The countries vJith weak currencies may, in so far as capacity is 

available, speed up their exports in order to receive foreign currency or 

goods in exchange. It ·is as yet impossible to tell whether subsidies in one 

fo:rm or another might be used in this connection. It is~ however~ of inte

rest to note tbat this possibility has been discussed even in such a tradi

tionally free-trade country as England. The exports of the eountries with 

wea.k eurrencies may even to a eonsiderable extent be ccnsciously directed 

toward countries from which the most urgently needed import goods can be 

obtained. 

In one or other of these forms trade and capital movements will pre

surnably be subject to regulations on the part of the countries with weak 

currencies 1 and in many cases this will })robably eontinue during a trans

i t i on period of many years. Trade will b e direct ed in a way which in many 

respects will involve a deviation from the principle of buying and selling 

in the most advantageou.s mark et. As an example may be mentioned the danger 

of a controlled trade within the British Empire. For other countries such 

a tendency,if carried into effec~ may be detrimental to the general course 

and economic profitability of trade. 

Among the countries outside tlns ~ircle of countries 1tith weak cur

rencies the United states will play by far the greatest role in internation

al trade~ at least as far as the revival of traditional prewar trade rela

tions is eoneerned. It may be assumed that the United States' freedom of 

movement in trade policy will not be hampered by any difficulties of pay

ment. The attitude of the United states towards international trade and its 

granting of credits will be highly decisive also for the commercial policy 

of the countries which face a difficult balance of payments situation, 

Those meas~es on the part of the United States that may be of the greatest 

importance are primarily the follovnng :l) 

---------
·1) Wbat is here said of. the United s tates is true in applicable portions of 
Canada and other countries enjoying a similar commercial and monetary posi
tion in so far as they are of impoTtance in world trade. To a certain de
gree Sweden should probably also be considered to belong to this group . 
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(a) settlement of the debts incurred during the war. 

(b) Granting of loans to cormtries with weak currencies. Long-term 

commercial credits will ease the payment situation of these countries, where

by their meagre holding of foreign currency \till be released for other im

ports. Furthermore, reconstruction aotivi ties will be accelerated whereby 

recuperation of the economic life and thus also of the export industry of the 

war-ravaged cormtries will progress mor e ra.pidly. Financial credits will faoi

litat e even more the freedom of these countries in commercial policy and re

duce the severity of their commercial and monetary restrictions. 

(c) Increase of imports inta the United States. Such a development could 

be attained by a reduction of the .American import duties. However, even with 

the present tariffs, a substantial increase of imports could still be attain

ed in comparison with the prewar period, if the national income of the United 

· states after the war can be roaintainad at its present high level. But this 

would presuppose a succesful a.nti-cyclical policy aiming at the maintenance 

of a high level of employment. Prevvar experience shows that the imports of 

the United states are ve~; sensitive to fluctuations in national income. Im

portation increases more rapidly with an improvement in business aetivity tha.n 

does the national income. According to American estimates an increase in the 

national income of the United States after the war, to a level corresponding 

with full employment, would lead to a substantial increase of imports from 

various countries. Such a situation in the United states would mean to Eng

land so great an expansion of exports - both directly to the Uni t ed states 

and to other countries dependent on economic development in this country -

that the feared deficiency in the English balance of pa.yments would be elimin-
l 

ated to a conside:ra.ble extent. 

On the other hand, an American export offensive in the transoceanic raw 

material countries, for instance South and Central America, •vould be apt to 

increase the pa.yment difficulties of the European countries. 

(d) ShiPJ?inJ{ J?Olicy of the United states after the war. While, as point-

ed out above, a large number of countries have had their merchant fleets strong

ly reduced during this war, the merchant fleet of the United states has been 

increased far beyond i ts prewar volume. There seem to be different views with

in the United States concerning its postwar shipping policy. It is obvious 

that this policy wi.ll be of the greatest importance for countries particularly 

dependent on inoome from shipping to balanc e their international payments. 
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A rapid writing off qr a long-ra.nge settlement of e laims, a liberal 

granting of credits and a big increase of imports on the part of the United 

States, as well as the rerunciation of possibilities for fuTther expansion 

of shipping, would great:j.y improve the financial si tua.tion of the countries 

with weak currencies • r~sul t in a mi tigatian of commercial and exchange re

strictiom, and facilitate and accelerate the transition to a freer system of 

trade. By its predominant position in postvvar world trade the United states 

could in this way effectively promate a development toward freer and thus 

also increased trade . The .opposite policy wou~d, on the contrary, strengthen 

the t endencies tomrd far-reaohing trade restriotians in a great number of 

countries. Also our own situation will in a high degree depend on the policy 

of the United States, perhaps chiefly indirectly through its effect upon 

other countries. 

Not least with regard to the last-mentioned questi~ns, there are possi

bilities of widely differing t~ends of development in world trade. To deter

mine today which trend of development is more probable is hardly possible, as 

the foreign economic policy of various countries has as yet scarcely crystal

lized to any appreciable extent . For our own p3.rt we can merely express the 

hope that other c()untries will adopt a favourable attitude toward these 

problems and toward our desire to co-operate in a rapid development toward 

freer trade. But at the same time we must prep:t.re for the difficulties that 

are bound to arise under less favourable international economic conditions . 

We must establish a commercial policy and an organization 'for commeroial 

policy which will enable u.s to meet the difficUlties that may arise in case 

of an unfavoura.ble situation. From this practical point of view i t has appear

ed most appropriate, in the following discussion of our commercial position 

after the '''.ar, to take as our point of departu.re the less favourable alternat

ive development • 

The significant role of the Soviet Union in international trade has not 

been mentioned in the foregoing text b ecause of the unique position that 

country may for various reasons be expected to occupy. In this connection we 

only wish to point out that , judging from available evidence, the foreign 

trade of tht: Soviet Unionwill even aftor the war take the form of barter 

trade controHed in detail by the State. 

A similar system for the organiza t i on of foreign trade my, for some 

yoo.rs after the war, be applied in several countries on the Continent. This 

vrill be t rue primarily of the countries occupied by the Allies , and probably 
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also of some of the liberated countries, as a result either of economic 

necessi ty or of an extreme political development. 

In the foregoing analysis no consideration bas been given to the fact 

that during the firat transition period, •Vhile the war with Japan is still 

going on, lack of tonnage may present real difficulties for certain branches 

of international trade. How the distribution of tonnage for various purposes 

wi t hin the international shipping pool will turn out during different periods 

cannot as yet be ascertained. There is, however, dangerthat the restriction 

of tonnage available to individual countri.es below the level required for 

their normal exports and imports may constitute a special reason for trade 

regulat ions • 

Sweden 1s Commercial Interests. 

As pointed out above, we must expect the commercial positions of various 

countries to differ greatly during the period of transition immediately follow

ing the war. önly in some countries in the world, we can venture to count 

upon such a foreign exchange situation that t..'ley are able to pursue a policy 

of relatively free trade. It is quite apparent that the markets of these 

countries will exercise a special attraction on Swedish exports in view 

of the obvious advantages which trade with such countries offers. In campari

son with countries vnth freer trade relations, countries which are obliged 

to subj ect their foreign trade to various kinds of restrictions and regula

tions must risk a strong detericration of their terms of trade. 

For several reasons, however, Sweden will probably d'uring the years 

immediately follovling the war, have to devote a considerable part of its e:x:- . 

port capacity to those countries that are short of foreign exchange. Such ex

ports may be motivated by the following reasons: 

(a) We wish to contribute actively to the economic reconstruction of the 

world. This appears to us not merely as a humanitarian but also as an economic 

Swedish interest, sir~e our country is dependent upon the recovery of the 

world. Exports on credit in one form or another to certain of the countries 

which are short of foreign exchange will prove to be a necessary part of our 

assistance to the rebabilitation of •~rld trade. 

(b) We have already assumed the obligation of making large deliveries to 

the war-ravaged countries, primarily to the neighbouring Nordie countries, 

and it my laterappear to be our duty further to extend these credits. 

(c) Our export industries have partly since the prewar period been di

rected towards the group of cou:i:ltries short of foreign exchange. A shift 
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to other markets cannot be effected so easily or, at any rate, it does 

not always a:ppear a.dvisable with regard to our lang-range cornmercial inte

rests. For this reason exports carmot; in the near future,reach the volume 

necessary from the point of view of employment policy, unless they are 

also Qirected toward this group of eountries. 

To a certain extent it may thus appear to be our duty and to lie in 

ou.r interest to direct our exports tov.ard countries expe:t'iencing diffi

culties in n1aking international payments. The exporting capacity of these 

countries, even with respect to goods suitable for the Swedish market 

rnay, howeTer, be expectecl to be restricted. In other cases purcbases from 

these countries may be possible, hut only at exorbitant prices. We sha.ll 

perhaps, in order to limit our granting of 6redits, be forced to some ex

tent to depart from the principle of buying on the cheapest market. A 

considera.ble exlJOrt surplus with corresponding frozen assets is likely 

to aris e from trade with such countries, whether the risks are borne by 

individuals or by the Stat e. 

Should a great part of our ex:port capacity b e ("'onfined to de·live

ries to countries more or less short of foreign exchange, a situation 

might easily arise in which a sufficient .export capacity would not be 

available for other markets- such as, primarily, the United states and 

the transoceanic raw material countries, from which necessary import 

goods oould be obtained through bilateral or multilateral trade. Possi

bilities of free imports from such countries may result in a tendency 

toward a considerable import surplus in relation to these countries. These 

import surpluses can perh.a.ps for a time be finan~ed by drawing upon the 

foreign exchange reserve in so far as this is available. It is also con

ceivable that the export interests of these countries will lead them to 

grant credits, particular ly aft er the most acute shortage of goods pre

vailing in the world has been overcome. 

A too pronounced concentration of exports on countries short of 

foreign exchange might thus distort our foreign trade. How far this de

velopment will go,will obviously de:pend on how far the Swedish State or 

private exporters are pr epared to extend the granting of credits. To a 

certain extent such granting of creQits forms, as stated above, part of 

the Swedish policy to co-operate in international rehabilitation, or con

forms vdth the long-run interest in the development of our exports . The 
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granting of credits, in addition to the Swedish relief gifts~ bas how

ever) already gone so far that, in the opinion of the Commission, a con

siderable moderation will have to be observed in the future 1 if the 

Swedish economic system and. foreign trade are not to be seriously im

paired. In a bill introduced by the Government in the Swedish ParHa

ment in the spring of 1945 certain factors have been stated which tend 

to limit the soope for granting Sv,redish cred.its abroad. The Commission, 

>vruch supports· the viev<!S e:x:press ed in the proposition~ wishes in parti

cular to point to the above-mentioned distorting effect which a too far

reaching and one-sided granting of credits to certain countries might 

have. This distortion might hold back ex_florts to such markets as offer 

the best apportunities for development. Erports might, thereby, in the 

long :run have to face adjustment problems of a revolutionary nagnitude, 

the solution of which would meet great difficulties. Our foreign trade 

might, furthermore, be forced into bilateral cha1Lnels and the prospects 

for a profitable multilateral trade would be diminished to a corresjond.

in:S ext ent. In this vray the costs of imports may increase and the re

sumption of ou:t normal import may be impeded by diffioul ties in colLnec

tion with payments. In the opinion of the Commission the greatest atten

tian should be given to these consequences when forming our future com

mercial policy. In the granting of credits by the State there is danger 

that exporters and. people in general will underestinate such difficulties 

and their ultimate consequences for the Swedish national economy. In 

those cases where credits are granted for other than hw~anitarian or si

milar reasons it would seem advisable to consider the question as to 

whether all or at least part of the risk should not be borne by the priv

ate exporters. In this way a limitation of Swedish credits would be 

achieved t ha t was b ett er a da pt ed to the si tua tio n in the export industry. 

H01Hever? the difficulties resulting fro m such extension of credit, 

and. from a corres:tJonding development of our exports probably cannot be 

avoided during the period immediately follo~~ng the v~r. To the extent 

and as long as these condi tions prevail? i t vvill probably be necessary to 

subj ect Sweden's foreign trade to a certa in degree of control. Among the 

viewpoints? which may need to be asserted by the State authorities as 

against the individual e:x:po:.:ter ano. i mporter, respectively, the following 

should receive s pecial mention ; 
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As regards ~XJ29.E_t._?_: 

(a) It rnay be necessary to limit the total volume of ex;orts to 

countries with weak currencies. In case exports are financed on the 

basis of state eredits, and the latter are limitedas to their total 

amount~ the direct regulation of exports need only apply to the distri

bution of the total volume of ex2orts among the various commodities, In 

case the amount of the state credits is not limited it may be necessary 

also to restrict the total volume of exports. If private exporters bear 

all or part of th@ risk 1 this fact may in itself serve to curtail the 

total volume of credit. However, the countries with weak currencies ean 

in many cases be expected to be prepared to pay extremely high prices 

for especially vital goods. Even in such cases it may therefore bene

cessary to avert a too heavy expansion of exports, part~cularly if the 

extension of credits to the country cancerned can be expected to result 

in frozen claims. 

In both the last-mentioned cases, too, it may be necessary to in

fluence the composition of the total volume o f exports. In view of the 

tendencies towards trade regulation on the part of countries ~~th weak 

currencies, it may be in Sweden's oest interest to promate the export of 

one co:m..uodity more than that of another whic~1. could be more easily sold 

on other markets. Important commodi-(;ies could in this way be reserved for 

those other markets while at the same time the tradi tional export of a 

commodity less in demancl could be maintained, 

(b) It may be desirable, particularly in connection with State ex

tension of credits, to preve-nt a rise in export prices from influencing 

the domestic price level. '"ithout takinga stand. with regard to the forms 

for such measures, the Commission desires to call attention to the fact 

that a problem of this sort has already arisen and has led to a Govern

ment proposal for the establishment of price e~ualization charges which 

has been submitted to the Parliament. 

With res:pect to imports : 

(a) It may in certain cases appear to be a general commercial inte

rest to take advantage of :possibilities of importing from those countries, 

in wirich assets have been frozen, even if their prices should be higher 

than those of countries in which substantial import surpluses would other

wise occur • Suf:h regulation of trade must, however, be us ed with the 
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greatest moder~tion; for from the monetary point of viewas well as from 

that of commercial policy it is obvio~sly urgently necessary to apply to 

the greatest possible extent the gQiding principle of free import trade, 

namely to buy in the cheapest market. 

(b) The limitation of our export facilities as well as of our 

foreign exchange reserve might m'lder unfa.vou.rable conditions cause a re

duction of our imports from the transoeeanic countries where the supply 

of certain eommodities might be abundant, 

':",Tith respect to the above-mentioned tendencies within international 

trade, it can be predicted that our exporters and importers during the 

:period immediately follovr.Lng the war will to a great extent be confronted 

with a monopolistically organized counterpart with which to negotiate. 

This will certainly betrue with respect to trade with the Soviet Union, 

and probably also of a number of war-torn countries on the European con

tinent. It is to be feared that Great Britain 's international trade m.ay, 

especially under unfavourable conditions 7 tend in the same direction. Si

tuations Jmy then arise,in which the Swedish State cannot idly look on, 

whil e various Swedish import ers and export ers are played off against each 

other. This could result in the detericration of our terms of trade vis-a

vis the outside world. Such dangers do not necessarily exist when there 

are strong Swedish organisations in the exporting and im)orting trades. 

But in oertain cases it may be necessarJ, through State regulation - or 

potential faoilities for such regulation- to see that a uniform policy 

is adopted. The larger the portion of our international trade subject to 

bilateral regulations, the great er will be the dangers of the abave-men

tioned nature. PrevJar experience s l".:.ovrs that price formation within the 

free seetian of international tra de has as a potential alternative a 

strong moderating influence on abnoTI!lal price tendencies within a more re

strictionist section. For this reason it is a Swedish interest that a do

minating portion of our foreign trade be Concentrated on countries having 

a multilateral and relatively fr ee trad.e system. 

During the first transitional period, furthermore, the shortage of 

tonnage for certain purposes, due in part to measures taken by the inter

national shipping pool, rnay necessitate a system of priorities for both 

exports and imports. 
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All of these incentives to continued regulation of international 

trade during the period imrnedia tely following the war, are pr:i.marily airn

ing at obtaining a t emporary improvement in our position with respect to 

import facilities 1 foreign exchange assets and inflationary risks. An

other motive for such regulations is introduced, if the future export 

markets for eertain =ommodities is taken into consideration, During the 

years immedia tely following the co~:clusion of the war there will seem to 

be wellfounded reasons for inte:rfering with int'ernational trade from a 

short-term point of view, However, it should be a general prineiple that 

such regulations should be introciuced only when very substantial advant

ages for the national eeonomy can the:reby be achieved. lVIinor short-tenn 

advantages should not motivate restrictive regu.lations of international 

trade 1 particularly as regards the possibility of buying on the cheap

est andsellingon the most advantageous market, and of establishing 

valuable and lasting commercial connections, Such restriotians may easi

ly result in retaliation on the part of other countries and the advant

ages gained from such measures of commercial policy will thus, at l€ast 

in the long run, become illusory. In estimating the importanee of these 

various viewpoints, we should not merely take into consideration the in

di vidual case out should als o b e guided by the knowledge that we :run the 

risk of contributing our bi t towards mtangling world trade in b onds 

which may be hard to undo. By an opposite, more generous poliey, we could 

support the tendencies towards free trade vvhich we hope Will grow in

creasingly strong. We also have to remember that since the inter-war pe

riod Sweden has had the reputation of being a free-trade country. This 

represents a goodwill which should not be thoughtlessly thrown away. 




