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for any length  of time, cent ra l i sed  physical  controls  
and adminis t ra t ive  restr ict ions of foreign trade trans-  
act ions have  largely been  dismantled.  Thus, Yugo- 
slavia demonst ra tes  that even  a socialist  country  may  
he able to achieve a high degree  of decentra l i sa t ion 
and elast ici ty in its external  economic relat ions with- 
out being forced to abandon its not ions  of social ised 
property.  All the difficulties which for many year  have  
p reven ted  the break through  to a flexible sys tem of 
fore ign t rade  were  genera ted  less by the pecul iar  
social  sys tem of Yugoslavia ra ther  than by  the low 
level  of Yugoslav economic development .  Yugoslavia 's  
.difficulties are typical  for any  semi- industr ia l ised 
country,  which intends to s tand up to competi t ion by  
highly  evolved  nat ional  economies  whilst,  at the same 
time, s t r iving for maximal  economic and poli t ical  in- 

dependence .  The economy of such countries cannot  
secure  for i tself  a large share  in the world 's  marke ts  
wi thout  h igher  product ivi ty ,  but conversely,  a larger  
vo lume of the i r  foreign t rade is a sine qua non  for 
h igher  p roduc t iv i ty  and h igher  s tandards  of their  pro- 
duction.  This diff iculty can only be overcome by  con- 
c en t r a t i n g - - a s  a l ready  s t a t ed - -p roduc t ion  on s u c h 
goods  which br ing in the h ighes t  amount of foreign 
currency,  in re la t ion to product ion  effort. Such type  of 
p roduc t ion  m a n a g e m e n t  can, under  given circum- 
stances,  be  achieved by the operat ion of market  
forces a lone v e r y  slowly, and with great  difficulty. 
For  this reason,  the State will have  to cont inue its 
i n t e rven t ion  in economic  affairs through p lanning the 
d i rec t ion  in which the national  economy is to develop,  
and the  des i red  economic s t ructure  of the country.  

Department [or Business Treads Research, 
The Hamburg Institute for International Economics 
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Western Europe: Strong Rise of Consumer Expenditure 

Private consumer  expend i tu re  in 
the individual  W e s t  European 
countr ies  reflects the present  re- 
g ional  different iat ion of the eco- 
nomic trend much less than do for 
ins tance  capital expendi tu re  or the 
net  posi t ion on goods and services.  
First  the different  d e v e l o p m e n t - -  
par t icular ly  the acce lera t ion  in 
Italy and France as wel l  as the 
s lowing down in the Federal  Re- 
public of G e r m a n y - - i s  leading to- 
wards  a close approximat ion  of 
growth  rates  of p r iva te  consumer  
expendi ture  at 7 to 8 % as ex- 
pec ted  for 1966 in mos t  countries.  
The most  important  except ion  is 
Britain where  in the current  year  
and  after the  measures  taken  re- 
cent ly  the growth  rate  should 
hard ly  be h igher  t han  5% . The 
whole  of Wes t e rn  Europe will thus 
exper ience  a sl ight s towing  down 
of the nominal  inc rease  in con- 
sumption. 

In the first half  of 1966 the dif- 
ferences  have  obv ious ly  been  still 
greater.  This is ind ica ted  anyway  
by the avai lable da ta  of retail  
t rade turnovers.  True, only p a r t - -  
a l though a major  o n e - - o f  pr iva te  
consumer  expendi ture  (in Federal  
Germany e.g. about  500/0) fall to 
the share of this sec to r  and, more- 
over,  in some count r ies  only var- 
ious groups of re ta i l  shops are 
recorded statist ically.  During the 
first four to five mon ths  of 1966, 

according to data available,  con- 
sumer expendi tu re  in this field 
rose most  in Federa l  Germany,  
Italy and Austr ia  (+8  to +9~ 
comparison with the prev ious  year).  
Smaller was the increase  in Swit- 
zerland, Britain and France (+5  to 
+6  % ) while in the la t ter  an ac- 
celerat ion of growth  could be ob- 
served  in the course of spring. 

The tendencies  of W e s t  European 
private  consumer  expendi ture  are 
being governed  above  all by  the  
different iated deve lopment  of mass  
incomes. In I ta ly  and France the 
economic r eco v e ry  is effect ing a 
normalisat ion of working  hours 
and also gradual ly  increas ing the 
numbers  of persons  employed.  Vice  
versa  in the Federa l  Republic of 
Germany the fall in the rate of 
expansion has s tar ted  to brake 
the increase in wages  and salaries 
a l ready at the end of 1965, while, 
on the o ther  hand, in Britain up 
to the recent  res t r ic t ive  measures  
the contract ion of growth  had no 
influence on earned  incomes. In 
future, incomes from wages  and 
salaries should more  clear ly re- 
flect the di f ferent ia ted cyclical  
tensions in W es t e rn  Europe. Cor- 
responding tendencies  in the in- 
comes of the se l femployed will 
have similar effects on pr ivate  
consumer expendi ture .  

In some countr ies  the changes 
of the saving ratio p layed  a con- 

s iderable role at least temporari ly.  
Thus e.g. in the Federal  Republic 
its decline had been decisive for 
the constant ly  s t rong expans ion  
of pr ivate  consumer  expendi ture  
during the first quarter  of 1966. 
Also in France and Italy less had 
been  saved, obviously  in connec- 
tion with s t imulated purchases of 
high-grade consumer  goods (cars). 
So far the declining propens i ty  to 
save had been  a reflection of op- 
timistic expecta t ions  of income. On 
the other hand, in the Nether lands  
and in Belgium the rate of saving 
increased at the beginning of 1966, 
and that was  a reaction to the 
surge of purchases  preceding the 
tax increases  at the end of 1965. 
In the meant ime here  a normalisa-  
tion should have  taken place. 

The increase of pr ivate  consmnp- 
tion expenditure by about 7 ~ in 
Western Europe in 1966 means a 
rise of real consumption by about 
4 ~ A slight decrease  of the mar- 
gin be tween  nominal  and real  de- 
velopment  results  from the fact 
that in some major  economies the 
upward t rend in prices has obvi- 
ously somewhat  dec l ined - -bes ides  
Italy finally also in Federal  Ger- 
many and Br i ta in- -whi le  in a few 
smaller economies  it has in- 
creased. Early this summer in the 
most important  economies  consum- 
er prices were  by  2 to 4 ~ above 
those in the previous  year ' s  cor- 
responding period.  In Belgium and 
Switzerland the rate of price in- 
crease has reached 5 ~ and in 
Spain, the Nether lands ,  Sweden,  
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Index Numbers of World Market Prices ol Foodstuffs and Industrial Raw Materials 

Index and commodity group 

H'WWA-index 1 (1952--1950 ~ 100} . . . .  

Foodstuffs . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Raw materials other than foodstm'fe . . .  

Fuels . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

Raw materials for consumer goods . 

Raw materials for capital goods . . . . .  
Reuter'e Index {Sep. 18, 1931 = 100) .., 
Moody's  Index (Dee. 31, 193I = I00) . . .  
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12.8. 

94.2 
85.9 
98.3 

95.4 
95.2 

103.5 
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Index compiled by the Hamburg Institute 

and Denmark be tween  6 and 8 % 
even. 

In Britain, Switzerland,  the Neth-  
erlands, and Belgium the pr ice  in- 
creases  of foodstuffs amounted  to 
5 to 7 ~ wi th in  a year ,  in Sweden 
even more, while  in Italy, France,  
and Federal  Germany  it was  less 
than 3 %. In most  countr ies  rents  
showed a cont inued and part icu- 
larly high inc rease  which in Fed- 
eral  Germany,  France,  Switzerland, 
Britain, and Sweden  amounted  to 
be tween  6 and 8 ~ Prices of in- 
dustr ia l ly  produced  consumer  goods 
rose  least  in I taly and Prance,  

Raw Material Markets 

F u r t h e r  R e l a x a t i o n  o f  t h e  Lead 

O n  the lead and zinc marke ts  the 
downward  pressure  on pr ices  is 
continuing. For seve ra l  weeks  zinc 
quotat ions are some times as much 
as 7~ be low the f ixed producer  
price that  was reduced  to s 102 lgt 
ear ly  in March. At  the London 
Metal  Exchange also lead quota- 
tions are be low s 1001gt, a price 
which for a t ime producers  had 
t aken  into cons idera t ion  as fixed 
sales price. For bo th  metals  the 
fur ther  ad jus tment  of product ion 
to current  consumpt ion  is the most  
impor tant  cause of the pressure  
on prices.  Together  wi th  American  
stockpile re leases  and higher  sales 
from the Eastern bloc, supplies 

for International Economics, 

whi le  in the o ther  countr ies  the  
pr ice  increase  ra tes  also of these  
goods were  b e t w e e n  2 and 4% . 

In many  W e s t  European coun- 
tr ies the in tens i ty  and durat ion of 
the upward  pr ice  t rend have  
caused misgivings  t h a t - - q u i t e  in- 
dependen t  of the cyclical  factors 
- - t h e  longer- term t rend effect ive 
towards  price increases  may  have  
grown stronger.  Therefore  the eco- 
nomic restr ic t ions have  f requent ly  
been  t ightened.  The recourse  to 
problemat ic  pr ice  s top measures  is 
only  emphasizing how ser iously  
price deve lopment  is be ing judged.  

a n d  Z i n c  M a r k e t s  

this year  therefore  surpass  the 
-Western world 's  demand.  

In 1965 the W e s t e r n  nat ions  pro- 
duced 2.62 million tgt whi le  they  
consumed 2.74 mill ion lgt of re- 
f ined lead, so tha t  there  was still 
a product ion deficit  of 120,000 lgt. 
In the current  yea r  the  product ion 
deficit  is supposed  to decl ine to 
70,000 igt. Al though consumption 
~vilI rise at 3 % somewha t  more  
than  in 1965, p roduc t ion  will  ex- 
pand at 5~ even  s t ronger  than  
up to now. However ,  this smaller  
product ion gap has  to be con- 
t ras ted with about  80,00Olgt of 
lead from Amer ican  stockpile re- 

leases and fur ther  supplies from 
East-bloc countries.  

If product ion is not d is turbed b y  
special  inf luences  (strikes, etc.) a 
cont inuing p ressure  on lead 
market  pr ices  has to be ant ic ipated  
due to this stat ist ical  situation. 

On the  zinc marke t  the re  is a 
similar si tuation.  In 1966 the West -  
ern world 's  zinc consumption will 
p robab ly  increase  by 200,000 lgt  
to a total of 3.47 million igt and 
product ion is supposed to rise by  
300,000 tgt to 3.37 million lgt. Thus 
the  product ion  deficit  of 1965 
would be ha lved  to 100,000 lgt. 

According to cons idera t ions  of 
the UN Lead and Zinc Study Group 
the stat ist ical  zinc market  s i tuat ion 
in the  W e s t e r n  world might  be  
balanced this year  if imports  from 
the Eastern bloc do not change and 
the United States stop its stockpile 
sales. However ,  100,000 tons of 
zinc are supposed  to be still avail- 
able from former  re leases  and it 
has to be assumed that  also in 
future the United States will  at- 
tempt to reduce  its zinc stocks. For  
recent ly  in the United States t he  
opinion is prevai l ing that  even  in 
the case of war  domest ic  demand 
could be covered  by  domest ic  pro- 
duction along wi th  imports  from 
Canada and Mexico.  For the fu- 
ture, depressed  zinc prices have  
to be ant icipated all the more since 
producer  stocks have  been  con- 
siderably increased in connection 
with supporting purchases carried 
through in the meantime. 
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