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Summary

A set of revised macro-econoric tire series for the tletherlands 1921-19329 is
presented. The series cover the accounts for the nation of the SNA in current
prices as well as the national preocduct account and some additional series in
prices of the previous year. For purposes of cormparison, the corresponding
1969-1985 series are alsc given. The new interwar series differ considerably
from the data that had been published before. They are also more
comprehensive, more detailed, and conceptually consistent with the mcdern

national accounts..

The macro—economic developments that are shown by the new series are
discussed. It turns out that the traditicnal economic-historical view of the
Dutch economy énd of the effectiveness of economic policies in that period heas
to be revised. In contrast with traditional news, the persistence in
preserving the oold standard appears to have been beneficial on balance. The
eventual (forced) dropping of the cold in september 193& seems to have had
considerable inflationary effects and to have contributed to a recession in
1938 that was far deeper than in the other Eurcpean countries. Government
spending and the budcet surplus/deficit were, in contrast to the traditional
views of economic historians, not conservative but moderately Keynesian.
Contrary to traditional views, economic recovery in the Netherlands was neither

slower nor weaker than in the rest of the world.
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1. Introduction

1.1 Purpose of the revision

The traditional view of Dutch macro-economic developments and of the country's
economic policies.in the period between the wars is rathgr negative. The
twenties are viewed as a period where prosperity was more apparent than real.
The economic decline of the early 1930's is, in the verbal descriptions,
thouaht to have led to an enormous fall in prcduction. The presumecd cause of
the depressioh, the collapse of world trade induced by protectionism, is judced
to have been reinforced by the ecoromic policies followed from 1923 onwards: a
rigid policy of fixed exchance rates cutting the budcet and putting a downward
pressure on waces and prices. The prevailing view is that these policies have
caused the recovery in the Netherlands tc lag behind and to be weaker than that
in other countries. Only after the government was forced, in the auturn of
1936, to take the cuilder off the ocold standard, recovery is thcught to have
begun. But, the traditional narrative cces on, hecause the tiocht budcet policy
was maintained even after 1936, recovery remained fairly weak and only after

the second world war any true improvement becan.

The past few years, this traditional view has come to be reconsidered. There
is considerable media attention for the 193C's and the general judoment of the
period's policies is less severe. This reconsideration appears to have been
induced by recent econoric experiences. At the end of the 1970's, a depression
began that turned out to be far less tractable than the optimistic Keynesian
economists of the fifties and sixties would have thoucht possible. This leads
to a more understanding view of the policies of the thirties and, at the sare
time, to a areater demand for reliable information on the perioc, since this

might shed new light cn the current economic problems.

So far, a comparison of macro-economic develcpments in the thirties with those
in the recent past was hampered by the lack of adeguate data for the former
period. Published national accounting data for the twenties and thirties (to
be described in the second part of the present section) are inadeguate for
purposes of comparison: there are too many conceptual differences with the
data for the recent past; there are considerable differences in statistical

methodology; and the pre-war data are inccmplete and insufficiently detailed.



For these reasons, a revision of the historical series for 1921-1939 has been
carried out at the Netherlands Central Bureau of Statistics, in order to oktain
data that are consistent with those for the period fror 1969 onwarcds. A
surmary description of this revision is provided in section 1.2 and a more
detailed one in section 2. The macro-economic developrents that are broucht
out by the new series are discussed in section 3 and summarized in section

1.3. First, however, we shall provide a rore detailed survey of the data

published until now.

The CBS regularly publishes long historical series in both the annrual

national accgunts publication anc in the five~yearly publications’' x years of
statistics in time series’. These publications provide data, from 1900 onward,
on the national income, both at factor ccst and at market prices. For the
latter variable, price and volure data are also provided. From 1921 onward,
current-price data are given for: net domestic product, imports and exports of
goods, private consumption, net private investment and changes in stocks; and
net government expenditure, the latter without a breakdewn into consumption and

investment. Finally, net exports of services are shown.

These published data were, in part, compiled in the 1950's in a joint research
project of the Central Planning Pureau and the CPS, financed by 'Zu0', the
butch foundation for 'Zuiver VWetenschapelijk Onderzoek' (Pure Scientific
Research). We shall refer to these series as 'ZWO series'. A ccnsiderable
number of series were compiled for 1921-1928. Part of these have been used 1in
the construction of the econometric models of the Central Planning Bureau until
the mid-seventies. Inforrally, the Central Planning Bureau also provided a
part of the series to academic researchers. Put nc proper publication of all

the series compiled and of the methods employed has been put into print.

The ZWO material consists of series for both macrc-economic variables and
breakdowns of the latter. In addition to the series published by the CBS,
the macro-economic variables are: covernrent waces; non-goverment waces;
enterprises' operating surplus; consumption of fixed capital by enterprises;
changes in stocks. The detailed series, which never left the archives cf the
Central Planning Bureau and the CBS, provide breakdowns of the aggregates,
such as investments, by type of asset. For most variables, price and volure

series were compiled in addition to the current price series.



Both the published series and the unpublished ZWO series are afflicted with a
number of shortcomincs. Firstly, the series are incomplete in the sense that,
e.g., the 'Consolidated accounts for the Nation' of the SNA cannot be
completely drawn-up from them. Thus, government consumption and investment
were not compiled separately, no consumption of fixed capital was calculated
for covernment, imports and exports of services are not specified separately,
no current account with the rest of the world can be compiled because a number
of capital transfers have been combined with the net income transfers to the
rest of the world. ALl this is true of the unpublished series. The published
series are even more incomplete, cf. the inventory provided above. Thus, from
the pubtlished data it is not even possible to compile a gross dorestic product.

A second shortcoming of the available series is that they are cenceptually

inconsistent with the series for recent years. To provide some examples:

- no distinction is made between domestic and national private consumption.

- the concept of consumption of fixed capital employed implicitly in the
series is the one underlyinc depreciation data in enterprise accounts. For
1921-1938 this mainly amounts to valuation at historical instead of current
prices.

- price and volume series were compiled employing Fisher indices instead cf

the Paasche-Laspeyres pair currently in use.

A third drawback of the series is that values of the variables are, to some

extent, incomparable with the values for recent years because of differences in

statistical methodolocy. A major example cof such a difference is the method

of calculation of naticnal income. Since the seccend world war, the CBS employs
the commrodity-flow method, an elaborated version of the net production method.
Fcr the 1921-1939 period, national income was estimated separately by means of
the incorme method and the net production method; the average of the two was
adopted as final estimate. The ZWO series just supplemented - and slightly
improved on = thesé original CBS estimates of national income for 1921-19329.
The earliest estimates for the years until 1936 had been compiled by Derksen by
the end of the thirties; the final series was published in 1948 and is an

important source for the revision:

CBS (1948) 'Het nationale inkomen van Nederland, 1921-1939', No. 7 der

Monografietn van de Nederlandse conjunctuur. ('The national income of the



Netherlands, 1921-1939', Fonocraph Nc. 7 on the Dutch business cycle').
We shall refer to this source as Mon. 7. An important additional source
contains detailed data for 1938, based on the first imput-output table ever

compiled for the Netherlands:

CBS (1950) 'De Nationale Jaarrekeningen; doeleinden, probleren, resultaten'

(The National accounts, purposes, problers, results).

1.2 Revision of the historical series

In the revision of the 1921-1939 data, the concepts and methods that are 1in
current use have been emplcyed as far as ever possible. Moreover, additional
series have been compiled in order toc be able to draw-up the SMA 'Consolidated
accounts for the nation'. One example of a change in method is that the
national income is now fully compiled by means cf the net production method.
Two examples of conceptual chanoes are: a recalculation of consumption cf fixed
capital by means of the perpetual inventory method; and a recalculation of
price and volume indices by means of a2 Paasche-Laspeyres pair. Examples of
variables for which data have been compiled for the first time are: covernment
investment; government consumption of fixed capital; exports of services;
imports of services; income transfers to the rest of the world, income

transfers from the rest of the world.

In addition to these examples of major chances it should be emphasized that
many of the series have been revised in a minor way; the combination of these
changes leads to both upward and downward corrections of variables like the
domestic product. Table 1.1 shows some differences between the revised and the
original ZWQ/(CBS data. On balance, net national and domestic product are
revised upward, whereas the gross versions (that were not published but were
computed in the ZWO project and circulated informally) were revised downwards,
GDP at market prices by sore 4%, cn average. These contrasting adjustments of
net and aross variables are due to a correction of 2 major inconsistency in the
ZW0 data. This inconsistency concerns the treatment of fixed capital. 1In the
original CBS naticnal income computation a gross concept was correctly
calculated but not explicitly so; 1in the course of the calculation ccnsumption
of fixed capital was implicitly subtracted, yieldinc a net naticnal incore.
Next, however, ZW0 added an autonomous estimate of consumption of fixed capitatl

to the CBS net income, in order tc arrive at a oross concept. Consecuently,



the ZW0 coross product was effectively obtained by starting out from & correct
gross concept, deducting one value for consumption of fixed capital and adding

another one!

Table 1.1 Some differences between revised data anc the original ZWO/CEBS data

(average annual differences in values, as a percentage of ZWO/CBS

values)
1921-29 1930-38 1921-38
Net domestic product at market prices 2.6 2.2 2.4
Gross domestic product at market prices =4.9 -2.6 -2.8

- - v —— - - - - - —— - - - - -

Table 1.2 shows the impact of the revision on the volume of national inccme,
both net and c¢ross. Growth from 1921 to 1938 after revision exceeds the pre-
revision estimate in the net case by 6%, in the cross case the increase is some
8.

Table 1.2 Volume indices of national income in 1921 before and after revision,

1938=100
Before revision After revision
Net national income
at market prices 72.6 68.5
Gross national income at

market prices . 73.5 : 67.8

1.3 Summary of conclusions on macro-economic developments

Section 3 provides a detailed discussion of the macro-economic developrents

shown by the new data, as well as a comparison with developrents in the 19¢9-85



peried. It turns out that the impression as thouch there was not much economic
growth in the interwar period is mistaken: on average, real GDP growth was
2.7%, as compared to 2.47% in the 1969-85 period. Growth in the twenties was
very fast, faster even than in the fifties and cnly barely slower than in the
sixties. Even if the thirties are considered separately, there still was 1%
real GDP growth. Economic recovery in the second half cf the thirties was more
proncunced than what is now expected for the second half of the eighties: GDP
grew by an average 3.6%. Nor was Dutch economic performance in the thirties
worse than that abroad: GDP growth was on averace ecual to that of the OECD as
a whole; in contrast, Dutch economic crowth in the eighties is, so far, below
the OECD and EC averages.

A strikino difference hbetween the depressions of the early thirties and the
early eighties concerns the movement of the components of final expenditure,

In the first half of the thirties, the volume of exports declined sharply; the
same applied to the ratio of the value of exports to GDP. Even in the second
part of the thirties, volume orowth of exports was slower than that of GOP. In
the eighties, in contrast, the value and volume of exports continued growing;
and they orew faster than the value and volume of GDP, respectively. In case
of private consumption, the picture is reversed. In the first half of the
thirties the volume of consumption ¢crew, in the second part of this decade
this growth even accelerated somewhat. As opposed to this, the eighties so far
are characterized by an averace necative orowth of the volume of private
consumrption. Developments with respect to government expenditure also differ
between the two depression periods. In the thirties, the level of covernment
expenditure as percentace of the GDP exceeded its value in the 1925-2%9 period,
whereas the level in 1980-85 was below that in the 1975-79 period. The
difference is particularly striking in case of government investments: in the
thirties these were at a historically high level (as percentage of GDP), in the
eighties they were lower than in any peacetime period since the end of the
first world war. Put succinctly: in the thirties private consumption and
government éxpenditure moved upward, exports downward; in the eighties it was

the other way around.

For the interwar period as a whole, the contribution of income from the East
Indies to the current account of the balance of payments was of the same size
as that of natural oil and gas proceeds in the 1969-85 pericd. An acgravating

factor in the depression of the early thirties was the virtual disappearance of



income from the Dutch East Indies; in contrast, the impact of the depression of
the early eighties on the current account of the btalance of payments was

alleviated by rising proceeds from exports of natural gas.

It is at least debatable whether the retaining of the colc stancard in the
early thirties was a mistake. Well ahead of the devaluation that eventually
occurred in September 1926, economic growth had resumed and a surplus on the
current account of the balance of payments had been achieved. The devaluation,
when it occurred, appears to have had a necative impact 5n the econecry: an

excessively deep recession in 1938 and a high inflation.

The relatively high level of government expenditure in the thirties was
maintained with a fairly Low budoet deficit of central covernment: 2.2% of GDP
in 1930-24 and 0.9% in 1935-39. 1In the interwar period as a whole, the
movement of the budget deficit/surplus was moderately Keynesian; in the
seventies and eichties the deficit simply crew, with just a minor interruption

in 1973, until it was checked in the mid-eichties.

This summary shows that the traditicnal view on the Dutch econemy and Dutch
economic policies in the interwar period needs to be modified. The economic
policies of the thirties were moderately Keynesian rather than hard=line
conservative. The exchance rate policy contributed to raintaining the standard
of living in the early thirties and does nct seer to have cbstructed strong
economic recovery in the mid-thirties. The propesition as thouch Dutch
economic performance in the thirties was worse than that abroad is simply
wrong. This revision of the historical picture of the interwar years is not
merely induced by the revision of the data. The analysis of national
accounting data as such (i.e., whether or not revised) already leads to a
picture that diverges from the conventional one. The latter was based on
fragmentary data and had an impressionistic nature. This type of economic
history, however illustrative it may be, turns out to be unreliable. This
leads to a confirmation that a cliometric approach is called for. The
cliometric approach was introduced at two joint meetings of the (American)
Conference on Income and Wealth and the Economic History Association (cf.
Engerman and Gallman, 1986). Two types of techniques are applied: econoretric
analysis of historical data on the one hand, and compilation and analysis of
historical national accounts on the other. Our study is an example of the

latter techniaue. Our results vindicate the view that economic~historical



analysis without naticnal accounting data is apt to distort what actually

happened.

2. The revision cf the interwar series

2.1 Main differences between pre- and post-revision data

In the introduction we already gave some highlights of the revision; the
present section provides more details. The basic differences between the
original ZWO/CBS data and the revised series are, for 1938, shown in Table
2.1.

Table 2.1 Pre= and post-revision aggrecate data, 1938, millions of ouilders
1 2 3 4 5 6 7

1. Net domestic product at

factor cost 4502 =35 L467 4467 +107  457¢
2. Net primary income from the

rest of the world 402 402 =45 257 257
3. Net national incore at

factor cost 4904 =35 4869 =45 4824 +107 4931
4. Consumption of fixed capital,

enterprises 492 =107 285
S. Consumption of fixed capital,

government 19 19
6. Gross national product at

factor cost . : 5335 5335
7. Indirect taxes less subsidies 491 - 23 468
8. Gross national product at

market prices 5326 - 23 5803

Column 1: according to Mon. 7
2: correction for shift to the net procduction method

3: sum of columns 1 and 2

4: correction for secondary income from and capital trarmsfers with the



rest of the world
5: sum of columns 3 and &
6: corrections for consumption of fixed capital and subsidies

7: sum of columns 5 and 6.

In Mon. 7 the CBS determined the net national income at factor cost as the
arithmetic average of the result of the income method and that of the net
production method. This average was not altered in the Z\0 project. In table
2.1 it is shown in column 1, row 3. In the revision, the first step was to
shift to the ret production method. The ccrrection is shown in column 2. For
each of the years 1921-3% this correction was obtained from Mon. 7. For the
period as a whole the correction averages out to noucht, implyine that no
systematic shift in the level of the data has been caused by the shift to the

net production method.

The national incore according to the net production method is ncw shewn in
column 3, row 3. In the row above it, net primary inconme from the rest of the
world is given. This consists of net compensation of employees and net
property and entrepreneurial income from abroad. Conseguently, the first row
of the table shows the net domestic product at factor ccst. However, ZWO's net
primary income from the rest of the world contains some seccndary income flows
(notably pensions of covernment personnel fror the tletherlands East Indies) and
capital flows (e.g. transfers to pension funds from the Fast Indies budcget in
re of East Indies civilian and military covernment personnel in the
Netherlands). 1In the revision we have corrected for these items, employine
data from Mon. 7 and unpublished data from the CBS 2rchives. The correction is
shown in column 4, the resulting net national income a2t factor cost in column

5, (row 3), alonp with the correspondinc net domestic product (row 1).

Actually, the net national income of Mon. 7 has been calculated from a gross
concept, by deducting the depreciation figures emplecyed in enterprise

accounts. This deduction has been done implicitly, because depreciation has
been combined with some other costs. Thus, the Mon. 7 compilation according to
the net production method calculated value added as output less costs. For
most industries, costs included depreciation; frequently, costs were available
at the industry level as a single item only; hence no separate data for aross
and net value added were obtained but a net figure cnly. However, the

consumption of fixed capital data that has, by this procedure, been implicitly
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used, does not fit intc the modern concepts: valuation is at historical instead
of current prices. To remedy this, the implicit consurption of fixed capital
has been reconstructed in the present revision (cf. colurn 5, row 4 of table
2.1) in order to be able to calculate the (implicit) original gross value
added. The data have been taken from 'structure of industrial ccsts' reports
that had been drawn-up in the twenties and thirties for rany industries mainly
by accountants, or by the (BS iself. These reports had been one of the major
sources of cdata on costs in the Mon. 7 compilations. Parts of the reports were

confidential and Qere never published.

A second correction necessary to obtain a conceptually rodern estimate of oross
national product concerns covernment consumption of fixed capital. In Mon., 7
government production was defined net. In the revisicn we added consumpticn of
fixed cepital. The iter was estimated, employing the empirical post-war
relation between the value of this item and government consumption: the former
is a steady 4% of the latter. The correction is displayed in the fifth row of
column 5. The sixth row shows the resulting aross national preccduct at factor

cost. This value has been used as the 'fixed point' in the revision.

In order to calculate a correct net velue from this ‘reconstructed' cross one,
consumption of fixed cepital has tec be determined according tc modern

concepts., This is shown in column 7. First, of course, covernment consurption
of fixed capital has to be deducted (row 5), next that of enterprises (row 4).
The latter has been calculated according to the perpetual inventcry method
(PIM). In fact, the PIM was applied backwards, starting in 1938: for that year
the CBS (1947) had calculated the national wealth, includinc the stock of
capital coods. Using unpublished data from the CBS archives, the latter could
be brcken down into four types of assets: dwellinas, other buildings, ships
and other fixed assets. Current average economic lifetime data were applied to
these. Investments in each of these types of assets were available in the ZW0O
series, both in current and in constant prices, so that the backward
caLcuLatioﬁ to 1921 was feasible. The resulting values for consumption of
fixed cepital are somewhat lower, though not dramatically, than the implicit
depreciation values of Mon. 7, cf. column 6 of table 2.1. As a consecuence,
net national income after revision exceeds the original figure, cf. column 7,

row 3, Naturaly, the same applies for net cdomestic procduct (column 7, row 1).

The last two rows of table 2.1 show the derivation of the revised GNP at market



- 11 -

prices. For this derivation indirect taxes less subsidies have, of course, to
be known. Column 5, row 7 shows the original CBS value of this item, row & the
GNP at market prices that would be cenerated by the Z\0 estirate. However, the
former estimate of the indirect taxes less subsidies item has been corrected in
the revision (¢cf. column €), viz. for subsidies to the railroads, ship=building
and shipping companies that had been overlooked by ZW0. Data have been
obtained from annual reports of the enterprises concerned and from publications

Like company historical annuals published on occasions like centennials.

The derivation shown in table 2.1 yields, for each year of the 1921-39 pericd,
aggregate value added (both gross and net). In order to be able to draw-up the
complete SNA accounts for the nation, these agcregate values have tc be broken
down, both according to the covernment/enterprises division and according to
its components (wages, operating surplus, etc.) The way this breakdown has

been achieved is explained in the subseguent sections.

2.2 Government value added

Table 2.1 already demonstrated the derivation of net domestic product at facter
cost. Of this aggregate, government net value added at factor cost consists of
wages and social charges only. To calculate these, the pertiment data
published in Mon. 7 have been employed. The ZW0 project did likewise.

However, a number of corrections have been mrade:

- Wages in education have been added to those of government (ZWO did so too).

= Wages in a rnumber of covernment establishments like musea, libraries,
public works departments, garbace collection have been added to government
wages (ZW0 did so only partially). Data were taken from statistics on and
reports of social insurance institutions.

- A number of corrections for other groups of government personnel and for
some categories of income that had been misclassified in Mon. 7. (Acain
IW0 applied only a part of these corrections).

- Finally, a breakdown was made into wages on the one hand and sccial charcges
on the other. This breakdown, which ZWO did not attempt to make, was based
on the data from Mon. 7, Mon. 8 and from the CBS archives.

It should be emphasized that each of these corrections involves shifts of value

added between covernment and enterprises only; hence, the net domestic product



is not affected by them, only its distribution between government anc

enterprises.

2.3 Value adcded of enterprises

Having determined both the net domestic product at factor cost and government
net value added, the net value added at factor cost of epterprises is also
fixed. In order to provide a reliable breakdown of the latter into its
corponents, the distribution of value added over industries should be known.
This distribution is provided by Mon. 7 for the whole period 1921-39; by means
of the 1938 data from Mon. 8 this industry-by=-industry breakdown can be linked
to the Mon,7 data. To obtain this link, unpublished date fror the CBS archives
were employed. Once the industrial breakcown of value adcded had been obtained
the latter was broken down in its components. To the resulting date scme

corrections had to be made:

- Pension flows from the rest of the world (in particular Dutch East Indies)
were removed from social charges since they should be classified as capital
transfers. Data were taken from Mon. 7.

- For hotels, restaurants, cafe's 2s well as for shipping wages were
raised. This correction was made because of incomplete coverage of the ZWC
estimates. Data were taken from '‘cost reports' and reports of special
investigations. For bankine and insurances lMon. 7 did not provide data on
wages and social charces, but these could be derived from unpublishecd data
in the archives.

- Part of wages has been transferred to social charges.

Once wages and social charges has been obtained, operating surplus (net) was
found as a balancing item.

2.4 Economic relations with the rest of the world

Data fer three groups of flows with the rest of the world have been revised:

foreign trade in goods, foreign trade in services and income fows. Foreign

trade in coods had already been revised in the ZWO project. The ZWC revision

was based on CBS foreicn trade statistics and the CBS (1945) balance of



payments estimates for 1930-39. These data were supplemented by imputations
for postal parcels and diamond trade, which were fairly substantial in the
interwar period. In the currert revision, estimates for trade in silver were
added.

Foreign trade in services was not explicitly determined by ZW0. Instead, the
concept ‘net invisibles' was employed; it included the balance of trade in
services and that of income and capital flows to and from the rest of the
world. In the current revision these croups of flows have been separated and
deconscolidated. 1In case of services, the balance of payments data, referred to
above, for 1930-39 were employed; for the twenfies the 1930 values were

extrapolated. The primary and secondary income flows to and from the rest of

the world have been deconsolidated on the basis of unpublished data underlyina

Mon. 7.

2.5 Final expenditure

Detailed private final consumption data for 1923-29 were compiled by the CES
(194%). These were employed by ZV0; estimates for 1921 and 1922 were added.

In the revision three ccrrections were made:

- a number of categories of expenditure that are now considered as income
transactions were removed from consumption.

= the values of consumption cf 'other goods and services' were adjusted; the
original annual changes of this series were too violent to be plausible.

- expenditure of residents abroad and of non-residents in the Netherlands
were estimated (also c¢f. foreion trade in services, section 2.4). This

made it possible to derive both national and domestic private consumption.

Government consumption and investrent were nct explicitly determined by ZWO.

In the revision, tofal covernment expenditure was broken down into consumption
and investment, employing the data underlying the ZVW0O series, additional data
from the archives and data on social insurances. In addition, some adjustments
were made of covernment investment, particularly in respect of own account
investments (including employment programs) and investments in government
buildings. Gross investments in fixed assets by enterprises were, in the Z\G

project, derived as a balancing item: first, total investrent wes determined on
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the basis of data cn production, imports and exports of investment goocs.
Sources were CBS production surveys and foreign trade statistics, as well as
unpublished data from the Ministry of Housing. HNext, ZWC determined governrent
investments and investrent of covernment enterprises; investment cf private
enterprises then resulted as 2 balancino item., Essentially the sare procecure
was followed in the current revision. Totzal investments acccrding to ZWO were
the point of departure; the revised government investrents were deducted in
order to yield cross private investrent. The latter's value was corrected for
changes in livestock: in the ZWO total, all changes in livestock were
considered as investment, whereas in the current national accounts a part is
considered as change in stocks.

Consequently, we now have imports, exports, private consumption and investment,
ocovernment consumption and investment. Since value added is a fixed point,
changes in stocks are the balancing item. In the ZW0 project they were so

too. Unfortunately, there are no direct observations of stocks with which the
indirectly derived value could be compared. Instead, we can only employ some
simple plausibility checks to judege the relative merits cf the ZV0 and the
revised changes in stocks. In the 1921-38 period as a whole, ZU0 obtained a
substantial increase in stocks. This is an implausible result, because there
was 2 considerable and fairly recular decline in prices throughout the
interwar period; only in a2 few years prices rose. In a period of falling
prices, entrepreneurs usually cut-down on the value of their stocks. Hence the
increases in stocks found by Z40 were probably not correct. In contrast, the
revised stock data display a decline of stocks over the period as a whole; te
be fair it should be added that the total value of the decline is a bit higher
than we would have liked. Possibly one explanation is that in 1938/39 the
covernment purchased véry sizeable stocks in anticipation of the second world
war; these show-up as government consumption instead of changes in stocks.
Another plausibility check was made: the chance in stock data were compared
with those predicted by econometric equations the Central Planning Rureau
fitted on post-war data. These predicted values did not correlate much better
with the revised values than with the ZW0 data; in fact, correlations were bad
in both cases. This may be caused by systematic changes in behaviour since the
second world war. The new changes in stock data were also compared with the
changes in the volume of imports; here approximately the same relation turns
out to hold as in the 1952-72 period, the years 192C-22 being an exception. On

balance, it seems reascnable to conclude thet the revised change in stock data
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are an improvement on the ZIWO data, but that they should not be considered as
the most reliable series in the national accounting data fcr the interwar

period.

2.6 Constant-price data

Previously, the only long=terr naticnal accounting serieg of price and volume
data published by the CBS are those for net national income at rmarket prices.
In addition, some isolated series were published for the interwar period, e.c.,
for private consumption 1923-39, and unit-values and volume data for imports
and exports of coods. In the ZWO project, price and volume series were
compiled for a larce number of variables, but these were never published. In
compiling them, ZW0 employed Fisher indices with annually updated weights;

hence long=-term comparisons were based on chain indices.

The same procedure has been introduced in the naticnal accounts for 1981
onwards, with the difference that a Paasche price index (current-year weights)
and a Laspeyres volume index (previous year weichts and prices) are employec.
The same approach was followed in the revision of the interwar data. The
shiftino weights spproach has the advantage that annual orcwth rates are
approached better than with constant weichts of some base year; the
disadvantage is that long-termr comparisons of levels in constant prices can
only be made on the basis of chain indices. Since growth rates and the
relations between orcwth rates of different variables are the central issue in
the analysis of the bhusiness cycle, the advantages of shifting weights outweigh

the disadvantages.

Generally speaking, price indices were derived first and volume indices
obtained next by deflating current-price data. V\le discuss the deflation of
foreign trade data first, next that of the components of domestic final

expenditure.

For the purposes of the deflation, imperts of goods have been broken down into
eichteen commodity oroups. In case of imports of raw materials, there is a
breakdown into groups according to industries of destinmation. The

remaining eicht commodity croups are: fuels, foodstuffs, non-food consumption
goods, postal parcels, diamonds, silver, and other goods. The deflators for

raw materials, fuels and consumption goods are taken from CBS (1951)., They are
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based cn foreion trade statistics and hence have the character of unit=-value
indices. A Paasche weighted average of these indices has been employed as
deflator for postal parcels. Prices of diamonds are assumed to have been
constant. Ffcr silver, unit-values were available from the foreion trade
stetistics. For 'other goods', the average deflator of raw materials was
used. Imports cf services were deflated by means of the averace deflator of

the impcrts of goods.

In case of exporté, 19 commodity croups were distinguishea. Experts of
industrial products were broken down in 10 croups, corresponding with the
industries of origin. Agricultural products were broken down in three groups:
crops, fruits -and vecetables, and livestock products. In addition, fishing
products, re-exports, postal parcels, diamonds, silver and other gcoods were
distinouished. Most deflators were taken from CBS (1951). Prices of diaronds
were, once more, taken to have been constant, for silver a unit-value was
obtained and postal parcels were deflated with an averace of the indices for
industrial and agricultural products. Exports of services were deflated by
means of an averace of the deflators of the exports of goods and of consumption

expenditure of non-residents in the Netherlands.

Data for the deflation of private consumpticn were taken from CBS (1549),
unpublished ZW0 reports and from Barten's (1966) revision of previous CES

data. In total, 52 groups of goods and services were distinguished. The Barten
data refer to domestic consumption. In order tc arrive at a deflator of
national consumption, deflators for consumption of residents abroad and of non-
residents in the Netherlands were needed. For lack of data, the latter was
taken to be equal to that of domestic consurption. The former was assumed to

equal the deflator of imports.

The deflator of govermment consumption is an average of those of covernment
waces and social charces, net material consumption and consurption of fixed
capital. F6r the first of these, a ZW0 wage index was employed; it is a
weighted average of wages of a number of characteristic greoups of government
employees. For the second component of covernment consumption, the wholesale

nrira index of final nroducts was used for 1926-39: for 1921-25 an averaae cf
component of covernment consumption was deflated with the price index of

covernment buildings.
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Government investment was deflated by means of a weighted average of the
indices for its compoments: infra-structural works, covernrent buildings, major
repair and maintenence, and own account investment. Data were taken from
reports of the ministries and departments concerned. In case of the wace part
of own account investments, the wace deflator referred to above has been

emp Lloyed.

Deflators for private investments were taken from the ZWO reports. The basic
data are on prices of new dwellings, private enterprise buildings and other
private construction, investment goods produced by the metal industry
(shipbuilding being treated separately), imports of investment goods, major
repair and maintenance of buildings, and infra=structural works. The ZWO data
on investments produced by the construction industry have been taken from
reports of the Ministry of Housing and from other cdepartmental reports. No
prices of investment coods produced by the domestic metal industry were
available. Therefore, the unit-value indices for substitute oocds, published
in foreion trade statistics were erployed, after applying a smoothing

procedure.

Consumption of fixed capital by enterprises was deflated by reans of the
deflator of private investment. Chances in stock were defleted by means of the
general wholesale price index, except for 1921-25 where the averace of the

indices for foodstuffs and raw materials was used.

The set of deflators just discussecd makes it possible to determine the values
of the categories of final expenditure and of imports in prices of the previous
year. Domestic product in prices cof the previous year is then obtained as o
balancing item. In order to obtain the volume of the national product, net
primary income from the rest of the world has to be deflated. To this end we
deflated, following current methocology, prirary income from the rest of the
world with the deflator of exports and primary incore to the rest of the world

with that of imports.

2.7 Results of the revision

The revision rakes it possible to draw-up a virtually complete set of SNA
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accounts for the nation for the interwar periocd. The only missing data are
those on transactions in intangible assets. Even for recent years the CBS does
not have sufficient information to compile reliable estimates of the value of
these transactions. The full set of accounts is given in appendix 3. For

purposes of ccmparison, the series for 1965-85 have been added.

It is interesting to compare the revised data with thcse compiled previously.
In appendix 1, three tables show the differences between these two sets of
data. Table 2.2 shows the published version of the dormestic product account
before the revision. Item 5 in this table contains chances in stocks (20
million). Since the latter is a balancing item, the balance of all errors in
the accounts ends up in this item. Therefore, it is instructive to show how

the changes in stocks have been determined by ZWO.

Table 2.2 Domestic product before the revision, 1928 ('National accounts

1985")
rln guilders
1. Net domestic product at market prices 4993
2. Imports of goods 1459
3. Private consumption 4400
4. Government expenditure 700
S. Het private investment and chances in stocks 60
6. National expenditure (net) 5160
7. Exports of goods 1074
8. Net exports of services : 218
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Table 2.2 Determination of changes in stocks before the revision, 1938 (ZWO

data)
Source Item min cuilders
Mon 7 Net national income at factor cost 4904
Mon 7 Indirect taxes less subsidies 491
fon 7 Net national income at market prices 5395
ZW0 Consumption of fixed capital 631
Gross national product at market prices 6026
ZHo/CBS Imports of coods 1459
Total (supply) 7485
€BS (1949) Private national consumption L40C
Mon 8 Government consumption 700
ZWo Gross private investment in fixed assets 671
Zvo/CBS Exports of coods 1074
1Cy.BOP Net services and income to the rest of the
world (of which 402 income) 62C
Sub-total (disposition) 7465
Balancing Changes in stocks 20
item
Total (disposition=supply) 7485

This table shows that the value of the consumption of fixed capital directly
affects that of the change in stocks. As explained in section 2.1, consumption
of fixed capital has been recalculated in the revision, by means of the
perpetual inventory method. Table A.1.2 (appendix 1) shows that this yields a
1921 value of consumption of fixed capital 60C millicn cuilders lower than

before the revision (a downward revision of some 60%). The srallest norinal
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revision correction is the one for 1936; btut even there the downward
correction is 219 rln ouilders or 427%. These sizeatle corrections were
necessary because ZW0 had cverestimated consumption of fixed capital. It was
put at 3.6% of the capital stock, without taking the latter's comrposition anc
the economic Llifetimes of the components into account. Hence, for 19328 the
3.67 turns out to be too high. The ZWC computaticn started at the 1938 capital
stock and next went backwards to 1921. Because the 1538 ccnsumption of fixed
ctapital was overestimated, so was the capital stock for previous years and
hence consumption for those years, and so on. As a result, the 1921 capital
stock according to ZWC is implausibly high. The resulting dif ferences between
ZVi0 and the revision cause a substantial downward revision of the balancing

item 'change in stocks'; the differences are shown in table A.1.2, appendix 1.

Tables 2.4 - 2.6 show the average annual percent differences between the
revised and the ZWO data. In addition to those for the whole interwar period,
cdata for the twenties and thirties are shown separately, because there are some
systematic differences between the two periods. The year 193% is cmitted,

because the ZW0 project did not cover it.
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Table 2.4 Differences between revised and ZWWQ data, as percentage of the

latter: value acdded and acoregate product and incore measures

Averaces of anmnual percent differences

1921=-29 1930-38 1921-3¢&
Waces and social charges -C.3 1.6 0.7
Operating surplus 6.6 4.9 5.8
Net domestic product at factor cost 2.0 3.0 2.0
Indirect taxes less subsidies -3,2 ~5.7 -4.5
Net domestic product at market prices 2.6 2.2 2.4
Consumption of fixed capital -55.0 =-41.2 -48.1
GDP at market prices -4,9 ~2.6 -3.8
Net primary income frem abroad -9.4 -15.C =12.2
Net national income at factor cost 1.7 1.8 1.8
Net national income at market prices 1.5 1.2 1.3
GNP at market prices -5.3 -3.3 -4,3
Net secondary income from abroad . . .
Gross disposable incore at market prices =5.2 -3.2 -4.2

The operating surplus has been revised upward by some 6%. The net income
and product aggrecates have been raised by some 2-3%, the ¢ross versions are

adjusted some 3-6% downwards.

Table 2.5 shows the impact of the revision on the levels of the variables
distinguished in the publications until now; hence it corresponds to table
2.2. Table 2.6 shows the oross version of the variables in table 2.5. The
rost sjzeable adjustments are those of covernment expenditure (some 4%
increase), net investrment and changes in stocks (25-75%) and net exports of
services. In the case of the gross variables, the most important change is in

gross investments including chances in stocks: a downward revision by one-
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third. This, however, is not the sole cause of the chances in the developrent

of the indices: value changes are another cause.

Table 2.5 Differences between revised and ZVW0 data, as percentace of the

latter: domestic product account, net

Average of annual percent differences

1921-29 1930-38 1921-38

1. Net domestic product at market prices 2.6 2.2 2.4

2. Imports of goods 0.1 0.7 0.4

3. Private consumption -0.2 -0.4 -0.3

4, Governrent expenditure (net) 5.2 3.3 4.3
5. Net private investment & changes in

stocks 26.9 77.3 52.1

6. National expenditure (net) 1.7 1.8 1.8

7. Exports of ocoods C.5 0.6 C.6

8. Net exports of services 4.4 4.9 4.7

Table 2.6 Differences between revised and ZV0 data, as percentage of the

latter: domestic product account, crcss

Averages of annual percent differences

1921-29 1920-3% 1921-3¢

1. GDP at market prices 4.9 =2.6 , -3.8

2. Imports of coods 0.1 0.7 0.4

3. Private consumption ‘ -0.2 -0.4 -0.3

4. Government expenditure (gross) 8.1 6.2 7.2
5. Gross private investment & chances

in stocks -33.0 =32.3 =32.7

Sa of which: gross private jnvestment -0.5 1.5 0.5

6. National expenditure (gross) -32.4 -1.9 2.7

7. Exports of coods G.5 C.é6 0.¢é

8. let exports of services 4.4 4,9 4.7




Price and vclume series are presented in appendix 3.
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To illustrate the impact

of the revision on the corresponding ZVWO series (most of which were never

published), table 2.7 shows price and volurme indices for 1921 and 1929

(1938=1C00) for private consumption and foreign trace in coods.

It should be

borne in mind that the index formula's emplcoyed in the revision differ from the

Fisher indices of ZV0.

Table 2.7 Revision and ZV0: price and volume indices of private consumption
and foreion trade in goods.
1921 1926
Z4i0 Revision W0 Revision

Price indices, 1538=1CC
Private consumption 144 162 120 132
Exports of coods 216 210 159 157
Imports of coods 201 205 156 15&

Volume indices, 1928=100
Private consumption 76 67 90 88
Exports of goods 67 69 127 129
Irports of coods 84 &3 129 128

- - - ———— - . G - — - - - - - - -
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3. The macro-economic history of the Netherlands: interwar period and recent

past

2.1 Introduction

The revision of the historical data for the interwar pericd has produced time
series that are, to a considerable degree, consistent uitﬁ those for the period
frowm 1969 cnward. They are, moreover, far more detailed and complete than the
series published so far. This makes it possible to describe, for the first
time, macro-economic developments in the interwar period in a way that allows
comparison with recent developments. Thus a number of elerents of the
traditional view of the interwar period, as explained in secticn 1.1, can be
reconsidered; differences and similarities with the recent past can be

traced. Section 3 is devoted to this. First, in section 3.2, we consider
eccnomic growth in terms of the GDP volume. This makes it possible to judge
whether the prosperity of the twenties was, as the traditional view holds, more
apparent than real. In addition, we compare Dutch growth with growth abroad,
in order tc determine whether the recovery after the early thirties was slower
and weaker than abroad. 1In section 3.2 economic relations with the rest of the
world are discussed: imports, exports, primary income flows from abroad, and
the exchance rate policy. Section 3.4 discusses government expenditure and the
budget deficit of the central govermment. Finally, section 2.5 covers private

consumption and investment.

3.2 Economric crowth in the Netherlands and the OECD

Table 3.1 shows the average annual volume growth cf the GDP of the

Netherlands for 1922-39 and 1970-85. The GDP is at market prices; unless
otherwise iﬁdicated, all variables discussed in section 3 are valued at market
prices. Average growth rates are defined as geometric averages of annual
rates., For 1922-39 and 1981-85, the volume growth rates are defined in terms
of prices of the previous year; for 1970-79 they are based on variables in 19&C

prices. Data for 1985 and 1984 are provisional and 'revised provisional’,

respectively.

The choice of 1969~65 (1970-85 in case of orowth rates) as the period to
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compare the 1921-39 data with, has been made in view of cdata availability: the
166$-€5 data are consistent time series, but the pre=-1969 data are not
consistent with the post=1969 cdata. In most of the tables we break down both
the interwar period and the recent past into four subpericds, with a difference
of 50 years between correspondinc subperiods. Haturally, the first subpericd
of the interwar period, 1921-24, numbers only four years (three in case of
growth rates) whereas the subperiod half a century later on, 1969~74, nurbers
six years. Similarly, the last subperiod of the recent past covers one year

only, 1985,

Table 3.1 Average annual growth of Dutch GDP

Interwar period Recent past
A %

1922-24 5.2 1070-74 VA
1925-29 4. 4 1675-79 2.4
1930-34 -1.5 1980-84 0.5
1925=-29 2.6 1985 1.5
1622-29 4.7 1670~79 3.4
1930-39 1.0 1980-¢£S C.7
16922-329 2.7 1970-85 2.4

- - - - T o S T s > T o - - S Y S - S A - -

There are remarkable similarities between the two periods. Average growth

was some 2.5% in both cases. Developments within the two periods are similar
too: rapid crowth first, a modest slowdown next, followed by a period with
necative or near-zero crowth and, finally, a decree of recovery. However, the
fluctuations between subperiods are more pronounced in the interwar period than
in the recent past. Growth in the first half of the twenties was very fast,
faster than in the early seventies but also faster than in the fifties. Only
in the sixties was faster orowth achieved - at least according to the
avaflabte, not fully comparable, data: 5.7% in 1960-61; 5.5% in 1965=69. In
the second half cf the twenties orowth was still guite strong, whereas in

the second half of the seventies it was mcre rodest. In comparing the data for
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the twenties and thirties, it should be borne in mind that population crowth in
the twenties exceeded that in the seventies: 1.5% versus 0.9%. Nevertheless,
it is clear that the orowth of the twenties was real: there was a strong ¢rowth
of the real value added created in dorestic production, more so than in, e.o.,

the fifties or the seventies.

In the thirties too, fluctuations were more pronounced than in the period fifty
years after: in the first half of the thirties GDP fell by an annual averace
of 1.5%, whereas averace negative growth was, barely, avcided in the 1980-&4
period. The recovery in the second half of the thirties was correspondingly
stronger than what may be expected for the second half of the eighties. Of
course, only provisional data (which may be revised upward) are available for
1985 along with the estimates for 1986 in the quarterly accounts that display a
growth rate below 35%. But since the predictions of e.c., the Central Planning
Bureau for 1987 and subsequent years are considerably below the 3.5% growth
level too, it is safe to conclude that the 2.5% crowth rate cf 1935-39 will not

be achieved in 1585-89,

How do these growth rates compare to thcse abroad? Table 3.2 shows the crewth
rate of the volume of GDP (or a related variable, cf. eppendix 2) for the
current OECD countries, for the EC countries, Scandinavia, the US and Jaran.

Interwar data have been corrected for border changes in that period.
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Table 3.2 Growth rates of GDP in OECD countries

Netherlands OECD EC Scandinavia us Japan Dutch trade
partners

Interwar
period
1922=24 5.2 6.2 5.3 5.3 7.2 1.0 4.7
1925-29 4.4 3.5 3.6 4.7 2.4 3.4 3.8
1930-34 - 1.5 -2.6 =0.1 1.7 -5.3 2.2 -0.2
1935-3¢ 3.6 5.2 4.5 3.8 6.0 6.4 4.4
1922-29 4,7 4.5 4.2 4,9 4.8 2.5 4.1
1930-39 1.0 1.2 2.2 2.7 0.2 4,3 2.1
1922-39 2.7 2.7 3.1 3.7 2.2 3.5 3.0
Recent past
197074 4.4 2. 4.1 2.7 2.3 5.7 4,0
1975-79 2.4 2.0 2.6 2.5 z.0 4.6 2.5
19860-84 0.5 1.9 1.0 Z. 1.9 3.9 1.2
1985 1.5 . 2.3 2.1 2.9 4.5 2.4
1970-79 3.4 3.4 3.3 3.1 2.7 5.1 3.3
1980-85 0.7 2.1 1.2 2.3 2.0 4.0 1.4
1970-85 2.4 2.9 2.5 2.8 2.4 4,7 2.6

Interwar data are less reliable than those for the recent past.

a number of conclusions can be inferred from table 3.2.

Nevertheless,

Firstly, Dutch crowth

in the interwar period did not substantially diverce from the OECD norm: in
both cases 2.7% is indicated by table 3.2.

In the recent past there is a small

divergence: Dutch annual orowth is a half percent slower than OECD growth., If

the twenties, thirties and seventies are considered separately, there is not

much difference between Dutch and CECD orcwth either.

This, however, does not
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apply to the eiochties: until now, Dutch crowth in the eighties is a bit
sluaqish cormpared to CECD crcwth. Within each of the ten-year pericds, there
are more differences. In the interwar period, Dutch growth was less unstable
than OECD growth: in the OECD the 'super crowth' of the first half of the
twenties was even stroncer, the slowing down in the second half of that decade
more pronounced; the decline in the early thirties was stronger as well as the
recovery in the second half of the thirties. Thus, in the thirties as a whole
the Dutch growth performance was no worse than that of the OECD. In contrast,

since 1975 Dutch growth, on the average, is clearly slower than OECD orowth.

This picture is modified somewhat if the Nethertands are compared with scme
individual countries and country-croupings within the OECD region. Both in the
interwar period as a whole and in the recent past, the difference between the
Dutch crowth rate and that of the EC is slight. However, in the thirties there
are considerable differences. In the EC countries the decline of real GDP in
the early thirties was much less than in the Metherlands; in fact, the fall in
Dutch real GDP exceeded that of atl EC countries fer which data are available
(cf. the tables in appendix 2). The recovery in the second half of the
thirties was correspondincly strcncer. This is not evident from table 3.2,
since the EC average was heavily influenced by the exceptional crowth of the
two Axis countries, Germany (9.1%) and Italy (&4.8%). Dutch orowth exceeded
that of all other EC countries. 1In both the first and the second part of the
seventies economic growth in the Netherlands was just about average, vis-a-

vis the EC; in the eichties Dutch growth was below the EC averapge.

The Scandinavian performance in both the depressicn of the thirties and that of
the eichties is remarkable. In the first part of the thirties this area was,
together with Japan, the only OECD area where significant economic growth
occurred. In the first part of the eighties, Scandinavia cnce again was, after
Japan, the least affected part of the OECD, though by a smaller margin than in

the thirties.

How is it possible that the fall in Dutch real GDP in the early thirties was
worse than that in virtually all European countries, and yet less severe than
in the 0ECD as a whole? This is caused by the unprecedented economric collapse
in the US: 1933 real GDP was some 3CX% telow that of 1929. However, after the
Us, Canada and Austria, the Netherlands were hit hercest by the depression

(disrecarding countries for which no data are availablel). Something
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similarapplies in the early eichties: by the present set of data, Dutch
economic arowth in the 198(0-84 pericd was below that of all other OECD

countries (cf. appendix 2).

If one wishes to determine whether, as the traditicnal view holds it, Dutch
econoric performance in the thirties was worse than that of the rest cf the
world, the issue is which 'rest of the world' one wishes to compare with. Ve
already saw that comparisons with the OECD as a whole, the EC, Scandinavia or
the US each yjeld different results. In addition to these, an important 'rest
of the world' is the Dutch export-rarkets. The last column in table 2.2 shows
the GDP growth rates of the OECD countries, reweighted with their 1930 shares
in Dutch exports, and, for the recent past, the 1980 shares. Averace growth
for a period is computed as the arithmetic average of the growth rates in
individual years. Generally speaking, the growth rates of the trade partners
do not differ much from those of the EC; this is no surprise, since the EC
bulks large in Dutch exports, bocth today and in the twenties and thirties. As
before, it should be noted that the crowth rate of trade partmers in the second
part of the thirties is strongly influenced by that of Germany: in 1930 the
German share in total Dutch exports to OECD countries was 27%Z. In 1938,
however, this share was much lower. 1If this is taken into account, the trade
partners' growth rate is not significantly higcher than that of the

Netherlands.

The conclusion seems justified that Dutch econoric performance, measured by GDP
crowth, did not differ much from that abroad, except in the first part of the
thirties and eighties, when it was relatively wéak. The traditional view as
though the recovery in the second part of the thirties was weaker than abroad
has to be modified: in this period North America - where the depression had
been that ruch deeper = and the Axis countries were the only industrial
countries where economic growth was substantially faster than in the
Netherlands. However, it still remains to be seen if, as the traditional view
also holds, recovery becan later in the Netherlands than abroad. This issue
can only be resolved by means of the data for individual years. Table 3.3
provides these for the thirties and eighties. For each country or country
oroup there are two columns; the first one shows the volume crowth of GDP in

the thirties, the second one, headed '+5C', that fifty years later on.



Table 3.3 GDP crowth rate in the QECD, thirties and eighties

Netherlands CECD EC Us Trade partners
+50 +50 +50 +50 +50

e

1929 2.4 2.4 4.6 3.1 3.6 3.3 6.1 2.0 2.6 3.4

1930 ~1.1 0.9  -5.5 1.3 -1.& 1.1 -9.6 0.0 =-1.2 1.8
1931 -4.6 -0.7  =6.2 1.5 =~4.6 =0.1 =-7.7 2.1 =5.2 =-0.1
1932 0.9 =1.5 -7.3 -0.3 -1.8 0.5 =-13.7 =-2.5 -3.5 0.5
1933 0.4 1.3 0.5 2.4 3.1 1.4 2.0 3.4 3.3 1.3
1936 =1.1  .2.5 6.1 4.5 4.5 2.3 7.7 6.6 5. 2.5
135 2.7 1.5 6.0 3.0 3.8 2.3 8.6 2.5 4.5 2.4
1936 5.4 9.0 4.4 13.9 4.9
1937 5.7 5.3 6.2 4.8 5.6
1638 -3.2 -0.4 3.4 -4.4 3.1
1939 7.7 6.1 L.7 7.8 3.8

In the thirties, Dutch growth differs substantiatly from that of the 0ECD and
from that of the trade partners in two years only: in 1934 and 1938. In both
years, there was a significant fall in the volume of Dutch CDP, whereas in 1934
no other important OECD country had a negative ¢growth rate, and in 1938 only

non—European OECD countries (notably the US),

Possibly, the relatively bad performance of the Dutch economy in 1934 has
generated the traditional view as though the right-of-center policies retarded
recovery in the Netherlands. In the next section we return to this subject,

and also discuss the possible causes of the 1938 decline of real GDP.

There is a remarkable year by year similarity between the thirties and
eighties: after exactly fifty years a similar pattern of volume changes in GDP
emerces. Both the 1930 and the 1980 growth rate are substantially lower than
the ones in the years before. This was true for virtually all

countries. The sharpest cdecline occurred, in most countries, two years later
on, in 1932 and 1982. 1In 1933 and 1983 recovery began and accelerated in the

next year (except, as noted above, in the Netherltands in 1934),
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0f course, it is still a tit early to judgce whether this year by year
similarity will be retained in the second part of the eichties, thouch, there

are sorme sions that a 1932-type recession is in the books for 1938 tco.

3.3 Economic relations with the rest of the world

The Dutch economy in the era of the European (Economic) Community is extremely
open. In the seventies, Dutch imports of coods and services had a value of
some 46% of the GDP. But this is no novelty: in the twenties the percentage
was higher still, viz. 50%. Hence, economic relations with the rest of the
world are guite important for the Netherlands. In order to analyse their
development, table 2.4 shows the structure cf the current account of the
balance of payments = according to national accounting definitions - in
percents of the GDP, The data are averapces for the same periods distinguished

before.

In both the interwar period and the recent past there is, on averace, & surplus
on the current account: 0.5% and 1.6% of the GDP, respectively. This slight
difference, however, hides very sizeable differences within the two periods
concerned, as well as in the structure of the current account. Ve shall
discuss some of the main differences in structure. The first one concerns
primary inccme flows, the second one the development of total irports and

exports, and the third one the compositicn of imports and exports.
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Table 3.4 Current account of balance of payments

- -—— - - - - - - -

Foreign trade in goods Primary incore Net. sec. Ralance of
and services from/to abroad inc. from current
Exports Imports Balance Rec. Pey. PBal. abroad account
Interwar In % of GDP
Period
1921-24 29.3 48.7 -9.4 10.2 2.3 7.9 0.1 -1.4
1925=29 443 51.0 -6.7 11.2 2.2 ¢9.0 0.1 2.4
1930-34 -26.2 22.9 -6.7 7.0 2.0 5.C Cc.C -1.7
1935-29 25.8 29.2 -3.4 7.8 2.3 5.5 0.0 2.1
1921-29 42.1 50.C -7.9 10.7 2.2 8.5 C.1 0.7
1930-36 26.0 31.0 -5.0 7.3 2.1 5.2 0.0 0.2
1921-39 33.7 40.0 -6.3 6.0 2.2 6.8 0.0 0.5
Recent past
1969-74 46.5 45.4 1.1 4.C 2.4 0.6 -0.3 1.4
1975-79 48.5 47.0 1.5 4.0 4.0 -0.1 -0.6 0.8
1980~-84 57.7 54.5 3.2 7.8 7.9 =0.1 -0.¢ 2.2
1985 64.2 59.3 4.9 7.7 7.4 0.3 -0.9 4.3
1969-79 47.4 46.1 1.3 4.0 3.7 0.3 -0.5 1.1
1980-85 58.8 55.3 3.5 7.8 7.8 0.0 -0.9 2.6
1969=-85 51.4 4.3 2.1 5.3 5.2 0.1 -C.6 1.6

Net primary income from abroad, income from the Dutch East Indies and from

natural gas.



The value of net primary income (wages, property and entrepreneurial

income) from abroad should be considered in relation to the value of the
balance of trade.

In the interwar period, the latter was consistently negative, on average an
amazing -6.3% of the GDP. In the recent past, in contrast, there was an
average surplus on the balance of trade of 2.1% of the GDP. This sizeable
difference is compensated by a difference in the value of net primary income
from abroad: in the twenties and thirties this value is stronaly positive, 6.8%
of the GDP on averace, whereas in the recent past it was about nil on averace.
The spectacular change was not well-known before, because the present paper is
the first to show separate data for trade in services and primary income

flows. How can the change be explained? Table 3.5 displays time series of the
two variables that are mainly responsible for the chance: net primary income
from overseas territories in the interwar period, and income from natural oil

and gas in the recent past.

In the interwar period, almost two-thirds of net primary income from abroad
turns out to be attributable to the cverseas territories (mainly the
Netherlands East Indies). The main components of this flow are dividends and
interest on covernment loans to the East Indies. In the seventies and
eichties, the proceeds from natural oil and c¢as play a similar role. They toco
are a sizeable income source that reguires virtually no domestic prcduction
factors. Exports of the industry 'natural oil ancd gas production' were an
average 2.2% of the GDP in the 1969-85 period. But this is only part of the
impact on the balance of payments: if there would be no deposits of oil and
gas in the Netherlands, the country would have to import these or other fuels.
Consequently, a better yardstick for the impact of oil and aas on the balance
of payments is the gross value added of the industry (Of course this
presupposes constant use of enercy as well as constant prices and exchange
rates). In 1969-85, this value added is an averace 4.2% of GDP, a percentage
just about equal to that of primary income fror overseas territories in the

interwar pefiod.



Table 3.5 1Income from overseas territories and from natural oil and oas

procducticn

Net primary income from overseas Natural oil and gas production

territories === @9memeem—cemcrcccm e ccecmcmmceemeese—eo e
Exports Gross value

added
In % of GbP
1969 0.3 0.8
. 1970 0.4 1.1
1921 6.4 1971 0.5 1.1
1922 4.9 1972 0.7 1.6
1923 5.3 1973 0.8 1.9
1924 5.4 1974 1.2 2.5
1925 5.8 1975 1.8 3.9
1926 6.3 1976 2.1 4.5
1927 5.8 1977 2.3 4.6
1928 5.1 1978 2.1 4.1
1929 4.3 1979 2.3 4o
1930 3.4 198G 3.1 5.5
1931 2.0 1981 4.0 6.2
1932 1.7 1982 3.7 6.9
1933 1.7 1983 3.6 7.2
1934 1.8 1984 3.8 7.6
1935 2.0 1585 4.1 5.3
1936 2.3
1937 2.9
1938 3.7

1939 3.1



Table 2.5 (end)

Net primary income from overseas MNatural oil and cas producticn
territories =00 e=mesesescccccccccecccoccssosssmmsoeooo~

Exports Gress value

addec
In 7 of GDP

1921=24 5.5 1669=74 6.7 1.5
1925=-29 5.5 1975-79 2.1 4.3
1930-34 2.1 1980-84 2.6 €.7
1635=-39 \2.8 1985 4.1 8.3
1921-29 5.5 19¢9-7¢ 1.3 2.8
1930-39 2.5 1980-&5 3.7 7.0
1921-29 3.9 1069-C5 2.c 4.2

- - —— s - —— - - ——— - - i M A T e S P e TS Y P - -

If we decduct the value added from netural oil 2nd cas producticn in the 19¢6-8%S

period from the talance of trade we obtain, in 7% of the GDP:

1969-74 -0.4
1975-79 -2.8
19£0-84 =3.5
1985 -3.4

This modified balance of trade is similar to that in the interwar period, ir
particular if the eighties and the second part of the thirties (=3,4%) are
compared (see table 3.4 for 1935-39).

In the 193C-34 period, prirary income from overseas territories had fallen
dramatically compared to the 1925-29 level: from 5.5% to 2.1% of the GDP. Deata
for the individual years show that until 1926 this incore flow steadily
increased and becan to decrezse in 1927. This is mainly due to a substantial
cdecline in dividends from the East Indies, as table 2.6 shows. This, in turn,

was causec by falling world prices of raw materials in the 1926-24 perioc.



Profits of Dutch enterprises in the East Indies depended strongly on these
prices, because raw materials were the main source of exports proceeds. The
second column of table 3.6 provides an indication of this decline in prices, by
displaying a unit-value index of worlc exports of non-industrial products,
expressed in pounds sterling. This is the most relevant currency, because the
major part of the prices of raw materials were determined in sterling terms in
the interwar years. Because the dividends were paid in guilders, the pound to

cuilder exchange rate is also shown.

The relation between dividends and prices of non=industrial products is clear,

though a lLlag of about one year appears to be present.
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Table 3.6 Dividends from the East Indies and some unit-value and exchange

rate series

- . . —— - - —— - -

Dividends Unit-value Exchange rate Unit-value Exchange rate
from the E. (pounds) of of the pound (2) of imports of the dollar
Indies non=indus- of mineral
trial pro- fuels by devel-
ducts oped market
economie§
In % of GDP 1929=100 Guilders 198C=1CC Guilders
- 1969 8 3.60
1970 8 3.62
1971 10 2.49
1922 2.3 103 11.50 1972 10 3.21
1923 2.1 115 11.70 1973 12 2.78
1624 2.7 121 11.55 1974 35 2.69
1925 3.3 125 12.02 1975 4C 2.53
1926 3.9 110 12.12 1976 42 2.64
1927 3.4 106 12.12 1977 TAA 2.45
1928 3.2 106 12.10 1978 46 2.1¢
1929 2.7 100 12.09 1979 64 2.01
1930 2.1 78 12.09 1980 100 1.99
1931 0.8 ¢0 11.25 1981 111 2.49
1932 0.4 61 8.69 1982 104 2.67
1933 0.4 59 £.24 1983 9% 2.85
1934 0.3 63 7.48 1984 89 3.21
1935 0.4 . 66 7.24 1985 87 3.22
1936 0.7 71 7.78
1937 1.2 79 8.9¢&
1938 2.1 68 8.89




Sources: cf. appendix Z.

Table 3.6 also provides an index of the unit-value of mineral fuels (mainly

crude oil) from 1969 onwards.

This index is based on dollar prices, because the doltar is, in the 1969-85
period, the currency in which prices of raw waterials, including oil, are
determined. Once more, for the Metherlands the prices in cuilders are what
matters; hence the dollar to guilder exchange rate is also given. The relation
between, on the one hand, prices and, on the other, exports and value added of
natural oil apd gas production (cf. table 3.5) is clearly visible; here too a
lao appears to be present. Thus the similarity of raw materials production in
the Dutch East Indies in the interwar period, and production of natural oil and
gas today is clear. However, one proviso should be adcecd, regarding the
sensitivity of the balance of payments and receipts for raw materials prices in
the interwar years and for fuel prices at present. 1In both cases, not only
receipts are sensitive to price fluctuations but payments too. In particular,
payments in respect of imports for non-industrial products in the interwar
period and for imports of fuels today. In 1925 exports of non=-industrial
products (SITC classes 0-4) were 22% of the GOP, but imports 27%, a necative
balance of 5%. This was compensated by the 5.8% receipts from the East Ipdies
that were mainly cenerated by production of non-industrial procucts.
Consequently, on balance payments and receipts for non=-industrial products
offset each other. 1In the eighties something similar holds true with respect
to imports and exports of mineral fuels, including the chemical products based

on the latter.

Total imports and exports

In the interwar period and in the recent period considerable changes occurred
in both the value (as a percentage of the GDP) and the volume growth of imports

and exports. This is illustrated in table 3.7.
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Table 3.7 Value and volume of imports and exports of coods and services

Exports Inports GDP
+50 +50 +5GC +5C
In % of GDP %

1921-24 44 46 11.3 9.4 6.1 7.0 5.2 4.4
1925-29 48 48 4.6 3.0 4.8 6.1 4.4 2.4
1930-34 30' 56 -6.4 2.7 =4.7 ' 0.7 -1.5 C.5
1935-39 28 62 3.1 4.6 2.1 5.7 3.6 1.5
1921-29 ~ 46 47 7.0 6.2 5.3 5.6 4.7 3.4
1930-39 29 57 -1.8 3.0 -1.4 1.6 1.0 0.7
1921-39 37 50 2.1 5.0 1.5 4,0 2.7 2.4

The first two cclumns display the average value of imports and exports as &
percentage of the GDP. This variable is an obvious yardstick for the decree of
openness of an economy. The next four columns show the crowth rates of the
volure of imports and exports. For the sake of convenience, the final column
repeats the GDP growth rate shown in a preceeding table. In both periods, the
average value of imports and exports started at a high level: about 45%,
rising to 48% in the second half of the twenties and seventies. Thereafter,
however, there is a strong divergence between the interwar period and the
recent past: in the thirties the openness of the economy declined sharply, to
below 30%, whereas in the eighties it increased rapidly, to 62% in 1985 (note
that, in the row 1935-39, data in the +50 columrns refer to 1985 only). A part
of this increase is due to the growth of goods imported from non-EC countries
and re—-exported to EC countries. In 1969 these constituted 3.6% of total
exports, in 1983 this percentage had doubled. Even so, there was a substantial

true increase of imports and exports.
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The pattern of volume growth is similar to that of the value of imports and
exports vis=a-vis the GOP. In the first parts of both the twenties and the
seventies the volume of imports and exports grew very fast, much faster than
the volure of GDP. The latter was no loncer true in the second parts of the
twenties and seventies, even though the volume of foreign trace continued tc

crow.

In the first part of the thirties, there is a sharp fall in the volume
of imports and exports, whereas in the eighties exports kept on growing. In

the second part of the thirties the volume of trade recovered.

Thus, it is clear that the depression of the thirties was accompanied by a
sharp decline of foreign trade, whereas in that of the eighties trade continued
to orow. This is a remarkable difference. Traditionally, one of the major
causes of the depression of thirties is thoucht to have been the protecticnism
that induced a collapse of world trade. Similarly, the consensus view of today
is that growth of exports is a necessary condition for economic recovery.
Therefore, economic policy in the Netherlands in the past few years aired at
improving the competitiveness of Dutch exports by freezing or even lowering
nominal wages. This appears to have been successful, witness the continuation
of significant ¢rowth of exports (explained only very partially by growing
exports of natural gas). Thus there is a sharp contrast with the thirties.
Hence it is remarkable that, though the difference in chance in the volume of
exports between 1930-34 and 1980-84 was 9%, the difference in GDP growth was
only 2%.

The fall of exports in the early thirties is usually attributed to two causes:
the decline of world trade and Dutch exchange rate policy. In order to
consider both factors, table 3.8 presents a number of data for each of the
years 1929-39.
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Table 3.8 Foreign trade in the thirties

Values Volume growth rates Price chances

Imp. Exp. Balance Imp. Exp. torld GDP Imp. Exp. Guilder

of cur- exp. (2>
rent ac- (D]
count
1 2 2 4 S 6 7 & ) 10
In % of GOP % %

1929 50.0 43.0 0.8

193C 45.0 37.0 0.8 ~4.9 -&.0 -7.0 =2.5 =-9.3 -9.C -C.1
1931 38.0 31.0 =1.3 -5.0 -7.8 =10.0 -4.1 =-18.9 =-186.1 3.C
1932 29.0 22.0 =2.1 =14.0 =16.5 -=16.7 -8.4 -19.8 =21.4 14.4
1933 28.0 20.0 =4.1 5.4 =3.6 2.3 =3.9 -10.7 =8.9 9.7
1934 26.0 21.0 =-1.8 =4.1 5.1 6.5 -0.6 =-6,5 -3.8 9.8
1935 24,0 21.0 0.4 -3.3 4.6 3.0 =4.1 =2.7 =5.0 5.0
1936 26.0 23.0 2.2 2.0 3.3 2.9 -3.8 5.0 é.4 =3.8
1937 34.0 31.0 3.0 8.2 19.1 14.3 3.1 34.7 26,1 =8.C
1938 31.0 29.0 3.8 -0.9 -4,9 =5.0 5.0 =6.6 =2.3 6.9
193¢ 30.0 25.0 1.1 4.9 -4.6 . 2.0 0.3 2.4 2.1

- - - — G - - - ——— - T T T T W - - — - i - — - - — -

(1) Source: UNCTAD, 1972; based on an index 1963=100, implying that values of
growth rates are nct too precise.

(2) Changes of an index 1929=100 of the unweighted average of the exchange
rates of the guilder vis-d-vis the currencies of the seven major trade

partners: Germany, Belgium, UK, US, France, Sweden and Denmark.

The first th columns of table 3.8 show the value of imports and exports as a
percentage of the GDP. The rate of decrease of the value of exports was, in
the early thirties, somewhat higher than that of imports. This can be seen

more directly from the percentage value changes:
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Imports Exports
1930 =14 =16
1931 =23 =24
1932 =31 =34
1933 -6 =12
1934 -10 1
1935 -6 -1
1936 : I4 10
1937 46 50

-

In 1933 exports had reached their lowest value, in 1934 recovery began in a
minor way. In case of imports, the lowest value was not reached until
1934/35. Together with the evolution of net primary income from abroad, this
divergence in the develcpment of imports and exports was responsible for the
fall in the balance of the current account until 1933, as well as its
improvement in subsequent years: in 1935 a surplus had alreacy been achieved.
The changes in the volume of imports and exports (columns & and 5) had a
pattern similar to that of the changes in values. At first, exports fell much
sharper than imports, but after 1933 the volume of exports expanded 2gain;
that of imports, in contrast, increased in 1933 but fell again in the next two
years; only from 1936 onward there was sustained growth. At first, the vclume

of world exports displayed the same pattern as that of Dutch imports, but in

1934 a divercence occurred: the volume of world exports grew, that of Dutch
imports fell. In 1935 the same divergence exists. In addition to this, there
is a divergence in 1932 between the volume of Dutch exports (which fell) and

that of world exports, which increased for the first time since 1929.

Thus, by and large, it seems correct to attribute the decline of Dutch foreign
trade to the collapse of world trade. But the divergences between imports and
exports and betweeh world exports and Dutch foreign trade appear to have had
specific causes. 1In order to discover therm, columns 7-9 provide the rates of
change of a number of price indexes: the implicit GDP deflator and the
deflators of imports and exports. In 1930-34, prices of imports and exports
consistently fell faster than the GDP deflator, while there is virtually no

difference between the two foreign trade deflators.
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Changes of import= and export-prices are partially determined by exchance rate
movements., Therefore column 10 shows the latter. Thus we arrive at one of the
central issues of eccnomic policy in the thirties: the exchance rate policy.
As noted in section 1.1, a central element of economic policy

was to retain the cuilder-gold convertibility and parity. Because other
countries did not stick to the gold standard, this policy effectively implied 2
revaluation of the cuilder. That is clearly visible in the last column of
table 3.8. In 1932 the value of the guilder rose sharply. This was due to the
sterling's leaving the gold in 1931: in 1920 one pound bought 12.09 cuilders,
in 1932 only 8.69 and in 1935 the exchange rate had fallen to 7.24. In the
same period the Scandinavian currencies went down: the Swedish crown rated 67
(guilder=) cents in 1930, 46 in 1932 and 37 in 1935. The dollar was taken off
the ocold in 1933 and its value fell from 2.48 cuilders in 1932 to 1.48 in

1924. The only currencies of importance to the Netherlands to remain stable in
the first half of the thirties were the Belgian belca, which did not go down
until 1935, the French franc, which remained steady at ten cents until 1936,

and the German mark which was stable at 59 cents until 1936.

These exchange rate movements appear to account for the divergence between the
changes in the prices of imports and the GDP deflator in 1922-34. If one
takes the import priceé to have been determined in foreign currencies, this
divergence can be attributed completely to the exchance rate chances. Thus,
without the latter the relative import price = i.e. vis=d=-vis domestic

prices = would have been much higher. Consequently, the relatively slow fall
in both value and volume of imports as well as the rise in the volume of
imports in 1933 may be attributed to exchange rate movements, along with the

rapid crowth of the deficit on the current acccount.

Of course the strong guilder did not just influence imports, it affected
exports a well. Table 3.9 compares the movement of Dutch export prices with
that of world exports. Both have been corrected for the exchange rate
movements shown in table 3.8. The latter is the unweighted average of the
rates of the currencies of the seven main trade partners. Sources and methods

are indicated in appendix 2.
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Table 3.9 Dutch and world export prices; rates of change in the thirties

Dutch export Exchange rate of Dutch export prices Werld export

prices the cuilder (foreion currencies) prices (for-
(guilders) eign currencies)
%

1930 -9.0 -0.1 -9.1 -14.1
1931 -18.1 3.0 -15.7 -18.6
1932 -21.4 14.4 -10.1 - 9.5
1933 -8.9 9.7 0.8 1.6
1934 ~ =-3.8 9.8 5.6 - 0.4
1935 -5.0 5.0 -0.2 2.%
1936 6.4 -3.8 2.4 7.6
1937 26.1 -8.0 16.0 16.8
1938 =2.3 6.9 4.4 =2.4
1939 2.4 2.1 4,5 .

In the whole five-year period 1930-34, Dutch exports became 2 bit less
competitive: the 1929=100 (chain) index of Dutch expert prices in foreign
currencies had a value of 71 in 1934, that of world export prices was down tc¢
64. The corresponding volume indexes are 72 and 77, respectively. Thus it
looks like the strong guilder did indeed enhance the fall in the volume of
exports. Incidentally, the exchange rate index we employed should be
interpreted with some care. Thus in 1934, the increasing value of the guilder,
and hence the rise in the relative export price that is displayed by table 3.9,
is mainly due to the fall of the dollar and the Scandinavian currencies; trade
with these ccuntries was much smaller than that with the UK, Germany, Belgium
and France. The latter three countries had fairly stable currencies in 1934;
moreover, éhe fall of the sterling had occurred mainly in 1932 and 1923 and
seems the major cause of the bad Dutch export performance in 1933. But in 1934

our exchance rate index probably overstates the effective rise of the guilder.

Moreover, in 1934 the 'adjustment pclicy' began to have impact.
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This policy was an attempt to eliminate the divergence between Dutch and world
export prices caused by the strong guilder, viz. by inducing further downward
changes in domestic prices, e.g., by means of wage cuts. Possibly, the
adjustment policy is one of the causes of the arowth of the volume of exports
in 1934, This is quite obviously true in 1935 when Dutch exports became more
competitive, the volume of exports continued to crow and a surplus was achieved
on the current account. In addition to this, the volume of GDP ogrew

significantly in this year.

Hence it seems justified to conclude that up to 1933 the strono guilder led to
a growing deficit on the current account, an accelerated fall of exports and a
relatively slow fall of imports. But after 1933 the adjustment policy
contributed to the recovery of the current account and facilitated the
participation in the upswing of the international business cycle, in spite of
the continued application of the gold standard. The traditional view as though

the latter has been a serious mistake is not confirmed by our data.

In September 1936 the cabinet was forced to leave the cold standard after

all, and devaluate the guilder. The cause of this was that the remaining
‘'gold' countries (France, Belgium and Switzerland) held left the gold shortly
before. This led to larce scale speculation against the cuilder. Thus,
paradoxically, the guilder began to slide at a time when there was a
substantial surplus on the current account; whereas in 1933 it had moved upward
while there was a larce deficit. This, however, was not completely clear at
the time, because there were only incomplete balance of payments data;
moreover, they were available far less timely than today.

The conseauences of the devaluation are apparent in the 1937 data. Whereas
Dutch expérts continued to become more competitive in 1936, an explosion of
export prices (measured in guilders) in 1937 ate away the impact of the
devaluation on Dutch competitiveness. Consequently, the growth of Dutch
exports in 1937 did not significantly exceed that of world exports. In 1938 the
exchange rate moved up again, probably because, from the point of view of the
current account, there had been no real reason for the devaluation. The upward
movement of the guilder was particularly pronounced vis-3-vis the Pelgian and
French currencies. As a result, Dutch exports lost competitiveness in 1938,
the volume of expcrts fell by 5% and that of GDP also shrunk significantly,
while the latter did not happen in the other European countries (cf. the

preceeding section).
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These results suggest a different picture of the effects of the exchange rate
and price adjustrent policies than the traditional cne. Up to 1933 the stronc
cuilder appears to have led to an accelerated fall of Dutch exports and a
cushioning of that of imports, thus leading to a deficit on the current
account. The, compared with most of the rest of the world, exceptional fall of
Dutch real GDP in 1934 has possibly been caused by this imbalance. However, in
1935 and 1936 the competitiveness of Dutch exports improved substantially,
exports grew, a surplus was achieved on the current account and the volume of
GDP grew rapidly. In comparison with other countries, tco, the performance of
the Dutch economy in these years was satisfactory. This was achieved in spite
of the fact that the cuilder was kept linked to the colcd. Leaving the cold in
September 1936 appears, by hindsight, to have been a mistake. The 1937
expansion that followed this devaluation was hichly inflationary and the
conclusion seems warranted that the relative severeness of the 1932 recession
was 2 reaction to these pressures. It looks Like retaining the gold stendard
in 1933/34 was not as wronc as it has long been considered, whereas abandoning

the cold in 1936 was less beneficial than traditionally supposed.

The composition of imports and exports

The present publication is the first to provide deconsolidated data on imports
and exports of services in the interwar period. In table 3.10 these are
presented both as a percentage of total imports and expeorts and as a percentage

of the GDP.
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Table 3.10 1Imports and exports of services

Percentace of total imports Percentace of GDP

and exports

Imports Exports Imports Exports
+50 +50 +50 +50
4
1921-24 10.2 12.3 25.7 19.5 4.9 5.6 1C.0 9.2
1925-29 8.9 12.1 20.8 17.9 4.5 5.7 9.2 8.7
1930-34 10.0 12.4 24.0 15.8 3.2 6.8 6.1 9.1
1935~39 141 11.6 30.1 15.0 4. 6.5 7.8 G.7
1921-29 2.4 12.2 23.0 18.7 4.7 5.6 G.6 8.9
1930-39 12.1 12.3 27.1 15.7 3.6 6.8 7.0 9.2
1921-39 10.8 12.3 25.1 17.7 4.1 6.0 8.2 9.0

The differences tetween the interwar period and the recent past are remarkably
small. In the interwar period, imports of services constituted some 11% of
total imports, in the period from 1969 onward this was 12%. In case of
exports, the difference is somewhat larger: 25% vs. 18%. These figures,
however, underestimate the importance of trade in services for the balance of
payments and the GDP. This is because in case of services value added
constitutes almost 100% of production value. 1In production of export coocds
intermediate use is much higher, in particular intermediate use of imported
goods. Therefore, the importance of imports and exports of services is brought
out more clearly by relating them to GDP instead of to total trade. Doing
this, it still turns out that there is no change from the interwar period.
This is surprising in view of the fregquently voiced opinion as thouch we have
moved from an industrial economy to a service ecocnomy. This shift is not
evident as far as economic relations with the rest of the world are concerned.
It should be noted, though, that international trade in banking services is not

recorded in the national accounts.

In the thirties the share of services in total exports was much higher than in
the twenties; in contrast, in the eighties it was lower than in the seventies

(even if the increased exports of oil and gas would be taken into account).
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But in percents of the GDP things are the other way around. Apparently,
exports in services are less sensitive to trcnds in total world trade than

exports of goods.

Table 3.11 shows the composition of foreign trade ir coods. In case of imports
the breakdown is by type of goods, in case of exports by industry group of

origin.

Table 3.11 Composition of foreign trade in coods

Imports Exports1

Fuels & raw Investment Consumption Agric. & Mining & Manuf.

materials 0o00ds aoods fishing fuels prod.
+50 +50 +50 +50 +50 +50
% total imports of goods % total exports of coods

1921-29 75.7 70.3 4.8 10.5 17.6 19.2 13.9 6.7 2.9 3.7 78.9 &G.2
1930-39 73.3 74,2 8.8 8.5 17.9 17.3 16.7 6.1 4.2 7.7 75.6 74.5

1921=39 74.4 71.6 7.8 9.8 17.7 18.5 15.4 6.5 3.6 5.1 77.1 7.2

- - e - - - - - —— - - - - - - -

1 Percentages do not add-up to 100 because re-exports and exports of which

the industrial origin is unknown have not been included.

Only two changes of any size have occured since the interwar period: the
importance of the exports of unprocessed agricultural products declined and
that of mining and fuels production increased. However, the share of
manufacturing industries in exports did not chénge and neither did the
composition of imports. Thus the structure of foreign trade did not chance too
much if it is measured at this rather aggregate ltevel. This conclusion
coincides with the one drawn by van Bochcve and Zijlmans (1984), who show that
the structure of the 1938 input-output table shows remarkable similarities

with that of the 1981 table.
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3.4 Government expenditure

Budcet cuts are a core issue in both current economic news and the traditicnal
economic history of the thirties. To analyse covernment income and outlay
effectively, in relation to the macro-economic situation, one needs a full-
fledged set of (national) accounts for the government sector. In the present
research project these accounts have not yet been compiled. But we did compile
the separate time series of government consumption and investments that were
lacking until now. This section discusses them.

In order to give at least an impression of the budgetary situation, we first

describe the surplus/deficit of the central government from 1900 onwards.

The balance of payments and receipts of the central ocovernrent.

The surplus/deficit of the central government according to the government's
financial accounts is given in table 3.12 for periods of five years each (six
in case of 1940-45), as percentace of the GDP. Sources and methods are c¢iven

in appendix 3, well as the anrnual data.

Table 3.12 Surplus/deficit of the central government, 1900-1685

In X of the GDP

1900-04 0.1 1935-34 =2.2 1960-64 -0.8
19C5-09 0.1 1935-39 0.9 1565-69 =2.1
1910-14 0.9 194C-45 =41.8 1970-74 =-0.9
1915-19 -5.8 1946-49 1.1 1975-79 -3.3
1920-24 =2.2 195C-54 5.2 1980-84 -6.3
1925-29 1.9 1955-59 -0.4 1985 =6.3

The data in table 3.12 immediately clarify one of the main reasons for budget
cuts in both the thirties and the eichties: increasing deficits of the central
government. Before the first world war there usually was 2 balanced budget.
During the first world war (in which the Netherlands remained neutral) a
deficit occurred, of about 6X of the GDP; the hichest deficit occurred in 1918:
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11%. After the war the deficit was reduced rapidly, though in 1922 it still
amounted to 6.4% of the GDP; this value was to remain a peacetime high for a
very long time. In 1924 a balanced budget had been achieved. In the second
part of the twenties the rapid crowth of GDP was accompanied ty a surplus of
the central government. As a consequence, the government's debt was reduced
from 57% of the GDP (3 billion guilders) at the end of 1923 to 38% (2.4 billion
guilders) at the end of 1930.

After 1930 a deficit was incurred again; by 1932 its value was over 5% of the
GDP. The year after, the policy of budget cuts led to a drastic reduction of
the deficit, viz. to less than one percent of the GDP. Yet the budget policy
in the remainéér of the thirties was not so strict that a balanced budget was
obtained throughout these years. 1In 1935, for instance, there was a deficit of
2% of the GDP; subsequently increased military spendino led again to a 2%

deficit in 1939,

During the second world war, when Germany occupied the country, covernment
expenditure was financed mostly by deficit spending. After the war, there
still were sizeable deficits in 1946 and 1947, though, as percentage of the
GDP, these were slichtly belcw the 1922 peacetime high. Then came a period
(just as after the first world war) of surplusses; this period lasted until the
second half of the fifties. As a result, the debt was reduced from 200% of the
GOP (26 billion guilders) at the end of 1947 to S50% (18 billion guilders) at
the end of 1958.

From the second part of the fifties onward, there was a steadily rising
deficit; in the second part of the sixties it was 2% of the GDP, barely below
the level of the first half of the thirties. This happened in spite of the
fact that economic growth was proceeding at a pace that is (as far as data are
available) unprecedented in the history of the country. Due to a once-only
surplus in 1973, the average deficit in the fifst period of the seventies was
lower than in 1965-69, but the structural growth of the deficit was not really
altered: in the second part of the seventies its average value was higher than

in any earlier peacetime five-year period in the twentieth century.

This all-time high was promptly surpassead in the early eighties. The average

deficit of 6.3% of the GDP even exceeded the percentage deficit during the
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first world war. The 7.6% deficit of 1982 broke the 6.4% peacetime record that
had been established exactly sixty years tefore; in 1983 the deficit was even

higher: 8.5% of the GOP.

The movement cf the balance of central covernment receipts and payment in the
interwar period can be concisely characterized as moderately Keynesian: a
deficit during post world war I recovery, a surplus during the steady growth of
the second part of the twenties, a deficit in the recession of the first part
of the thirties aﬁd a smaller deficit during the subsequent recovery.

This picture is at odds with the traditional views as thouch the budget policy
in the thirties was one of ruthless cuts.

In the recent past, in contrast, the movement of the budget cannot be described
as either Keynesian or conservative; rather, there simply is a steady crowth of
the deficit that (after the 1973 interruption) accelerated in the seventies and
becan to be checked by the mid-eighties. One might conclude that a Keynesian

pattern was achieved only before Keynes' macro-economics were commonly known.

0f course, these conclusions are only valid fer the balance of central
covernment's expenditure and receipts. They can only be interpreted correctly
if the level of expenditure is considered as well. Table 3.13 cives the
expenditure of general government (i.e. central plus local covernment) as
defined in the national accounts, for the interwar period and the period from
1969 onwards.

The movement of expenditure (as percentage of the GDP) is no different from
that of the balance of central government's payments and receipts. In the
first part of the twenties expenditure was relatively high, thouoch it fell from
14% in 1921 to 11% in 1926. In 1929 it was slightly up acain, to 12%.
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Table 3.13 The value of aovernment expenditure

Interwar period Recent past

In % of GDP

1921-24 12.9 19€9~74 20.0
1925-29 1.2 1975-74 . 211
1930-34 14,2 19€0-C4 20.4
1935-39 12.7 1985 18.9
1921-29 T12.0 1969-79 20,5
1930-39 13.5 1980-€5 20.2
1921-39 12.7 1969-85 20.4

Then it continued to grow to 15% in 1931. 1In 1933 there was a decrease to 14%
and in 1937 it was back on its 1929 level of 12% of GDP; thereafter it rose
stichtly. Thus one may conclude that the movement of covernment expenditure was
indeed mroderately Keynesian: though the administration cut=down on expenditure
this cut was not sc severe that, on average, expenditure was lower in the

thirties than in the seccnd part of the twenties.

In the recent period, in contrast, the changes in the level of covernment
expenditure are at variance with those in the balance of payments and receipts
of the central covermment: expenditure steadily fell from 21% of GDOP in 1979 to
19% in 1985, whereas the deficit increased. This discrepancy is due mainly to
decreases of the value of direct taxes and to increases in transfers to

enterprises.

The most important change in the composition of oovernment expenditure since
the second world war, is a decrease in the share of government investment.
This is evident from table 3.14.



Table 3.14 Government consumption and investment as percentace of GDP

Interwar period Fifties & Sixties Recent past
Cons. Inv. Cons. Inv. Cons. Inv.
% GOP
192124 8.4 4.6 1948-54 12.0 LA 1969-74 15.7 AN A
1925-29 6.9 4.2 1955-59 14.0 3.8 1975=79 17.6 3.5
1930-34 8.4 5.8 1960-64 14.C 4.3 198C-864 17.5 2.0
1935-39 8.Q 4.6 1965-68 15.1 4.6 1985 16.3 2.6
1921-29 7.6 4.4 1948-59 13.4 2.6 1069-79 16.5 4.0
1930~-39 8.2 5.2 1660-68 14.5 A 1980-85 17.3 2.9
1921-39 7.9 4.8 1948-68 12.9 2.9 1969~-85 16.8 3.6

In the thirties, government investment increased considerably as a percentage
of the GDP. After the war, its level was cenerally below that before the war;
since 1969 there was a very substantial decrease. The volume arowth of

government investment (cf. appendix 3) had a similar pattern.

3.5 Private expenditure

Surprisingly, the volume growth of private consumption was almost the same in
the interwar period and in the recent past; the same holds for private
investment. This is shown in table 3.15. Within these periods there were,
however, substantiaL differences: in the interwar period, consumption growth
was more stable than in the recent periocd; in case of investment, the reverse

holds true.
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Table 3.15 Vclume growth of private investment anc consumption

Interwar period Recent past

Invest. Cons. GOP Invest., Cons., GDP

% %
1922-24 -4,2 3.9 5.2 1970-74 2.4 4.4 4.4
1925-29 7.9 . 3.2 L, 4 1975-79 1.2, 4.1 2.4
1930-34 -5.7 1.4 -1.5 1980~-84 -2.1 -0.7 0.5
1935-39 2.6 2.3 3.6 19&5 4.9 2.1 1.5
1922-29 3.é 3.5 4.7 1970-79 1.9 4.2 3.4
1930~39 -1.6 1.8 1.0 1980-85 -1.0 -0.2 0.7
1922-39 0.5 2.5 2.7 1970-85 0.8 2.5 2.4

Contrary to the popular believe as thouoh the early thirties were a period of
extrere irpoverishment, the volume of private consurpticn did not fall; in
fact, it grew by an average 1.4% annually from 1930-34 (population grew at the
same rate), in spite of a 1.5% average decrease of GDP.

This may have been caused by the exchange rate policy, which kept the price of
imports low. Thus the price of consumption fell enocugh to affect the decline
of the value of consumption. In contrast, in the period 1980-84 the volume of
private consumption fell by an average half percent annually, at a rate of

population orowth of 0.5%.
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Table A.1.1
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Differences between the revised data anc the ZWO/CBS data 1921~

38

Value added and national income

Wages & Operating Net dom. Indirect taxes Net dom. Consumption

social surplus product less subsidies  product of fixed

charges at factor ,at market capital

cost prices
1 2 3 4 5 6

mln cuilders
1921 -13 89 76 =33 43 -6C0
1922 =23 172 149 =31 118 ~497
1923 =10 47 7 =23 14 -429
1924 ) 110 104 0 104 -411
1925 =4 125 131 0 131 ~397
1926 -8 203 195 0 195 =391
1927 2 250 253 0 253 -38¢
1628 =5 220 215 0 215 =23
1929 -2 182 180 0 18C ~392
1930 3 182 185 0 185 -353
1931 25 172 197 -3 194 -302
1932 34 148 182 =17 165 =245
1933 38 116 154 =29 125 =228
1934 47 13 60 =35 25 =227
1935 51 65 116 -38 78 =223
1936 58 72 130 =38 92 =219
1937 46 49 95 =39 56 =233
1938 36 36 72 =23 49 =227




Table A.1.1 (end)

...56_

GOP at Net primary Net national Net national GHP at
market inc. from inc. at factor income at rarket
prices abroad cost market prices prices
7 8 9 10 11
mlin guitdefs
1921 =557 ~46 30 =3 ~603
1922 =379 =49 100 69 ~428
1923 =415 =44 -7 =30 -459
1924  -307 ~47 57 57 -354
1925 =266 =49 82 82 =215
1926 =196 -51 144 144 =247
1627 =136 ~53 200 200 -189
1928 174 =59 156 156 =233
1629 =212 =61 119 119 =273
1930 -168 =60 125 125 =228
1931 =108 47 150 147 -155
1932 -~ 80 =43 139 122 -123
1933 =103 =45 109 g0 -148
1924 =202 =42 18 =17 ~244
1935  -14°% -37 79 41 -182
1936 =127 -38 92 54 -165
1937 =177 ~43 52 13 -220
1938 -178 =45 27 4 =223
column 3 column 1 + column 2
column 5 column 3 + column 4
column 7 column 5 + column 6
column 9 column 3 + column 8
column 10 column 5 + column 8
cotumn 11 column 7 + column &
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Table A.1.2 Net national product account

Net domestic preduct Imports of Private con- Governrent
at market prices goods (CIF) sumption expenditure
1 2 3 4

min guilders

1921 43 27 -19 . £0
1922 118 G -20 65
1923 14 3 ~16 34
1924 104 -3 164 24
1925 131 -5 -40 18
1926 195 -4 -6 9
1927 253 -4 17 17
1928 215 -1 1 26
1929 180 9 -3 33
1930 185 3 =32 43
1931 194 z -42 49
1932 165 7 -10 44
1933 125 6 =17 31
1934 25 10 -35 19
1935 78 17 -13 11
1936 92 19 -25 -2
1937 56 5 12 15

1938 49 6 12 3
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Table A.1.2 Gross national product account

GDP at Imports of Private Government Cross government

market coods (CIF) consumption consumpticn investment

prices

1 2 3 4 5
mln guilders

1921 =557 27 -19 33 67
1922 =379 =20 35 50
1923 =415 3 =16 21 32
1924  -307 -3 14 17 25
1925 =266 -5 =40 14 22
1926 =196 -4 =6 15 12
1627 =136 -4 17 15 20
1928 =174 -1 1 19 26
1929 =212 =3 25 27
1930 -168 =32 23 40
1931 =108 3 =42 18 52
1932 -80 7 -10 8 57
1933 =103 6 -17 46
1934 =202 10 =35 -3 41
1935 =145 17 132 2 28
1936 =127 19 ~25 -3 19
1937 =177 5 12 14 19
1938 -178 12 -9 31
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Table A.1.2 (end)

Net private Chance in Sum of Exports of Net exports MNet total
investment in stocks Sa & Sb oaooccs (FOB) of services expenditure

fixed assets
Sa 5b 5 6 7 8

rln guilders

1921 581 . =603 -22 17 14 70
1922 493 -455 38 9 26 118
1923 442 -474 -32 9 22 17
1924 430 -409 21 29 13 101
1925 418 -278 140 1 7 126
1926 421 -234 187 0 1 191
1927 411 -204 207 0 8 249
1928 407 =225 182 1 214
1929 410 -280 130 16 12 189
1930 369 -198 171 9 -2 168
1931 213 -137 176 4 10 197
1932 257 -130 127 3 8 172
1933 250 -141 105 2 6 131
1934 255 -216 39 2 10 35
1935 263 -176 87 5 5 95
1936 267 -138 129 5 4 111
1937 253 =246 7 13 14 61
1938 260 -242 18 12 10 55

Column 8 = columns %-7 = columns 1 and 2.
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Table A.1.3 (end)

Gross private Chance 1in Exports of Net exports Cross total

investment in stocks aoods (FOB) of services expenciture

fixed assets
6 7 8 ¢ 10

mln cuilders

1921 -39 -603 17 14 -530
1922 -24 ~455 9 26 =379
1923 -6 -474 9 22 -412
1924 7 - -409 29 13 =310
1925 3 -278 1 7 =271
1926 12 234 0 1 -2c0
1927 4 ~204 0 8 -140
1928 1 -225 1 -175
1929 -1 -280 16 12 -202
1930 -4 -198 9 -3 -165
1921 -10 -137 4 10 -105
1932 -9 -130 3 8 -73
1933 2 ~141 2 6 -7
1934 9 -216 2 10 -192
1935 21 -176 5 5 -128
1936 30 -138 5 4 -108
1937 2 -246 13 14 -172
1938 14 -242 12 10 -172

Column 10 =‘columns~3-9 = columns 1 and 2.
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Appendix 2 Sources, methods and additional data relating to section 3

Section 2 contains a3 number of tables witn data that are not taken fror the
national accounts for 1969-1985 or the interwar pericod. This appendix
indicates their sources and methods; in addition the anmual OECD orowth rates

are given as well as the annual surplus or deficit of the central covernment.

Data on CECD economic growth

The volume data on the GDP of the OECD countries 196%9-85 have been taken from
the OECD Economic Outlook of December 1986. Volume data for croups of
countries were obtained con the basis of the 1980 values of GDP in current
prices, converted into dollars with 198C exchange rates (source: CECD, National
accounts, main aggregates, volume 1, 1560-84, Paris). These were extrapclated
to 1969 and 1985 by means of the volume orowth rates for the individual
countries (Thus the weights of the individual countries were adjusted

annually).

Most of the 1921-29 volume data are based on Maddison (19€2). The latter
provides data that may be considered as approximations of constant price GOP.
laddison corrects for berder changes within the interwar period. Supplerentary
volume data have been taken from Mitchell (1980), in particular for Greece and
Spain. Data for country groups have been calculated by extrapolating the 193C
levels forward and backwards, using the individual countries' gréwth rates.
Data on the 1930 level of GDP have mostly been taken from Mitchell (1980). The
latter provides data for aggrecates (not necessarily the GDP) in national
currencies. The aggregates closest to GDP have, without additional
corrections, been converted into guilders by means of the average exchance
rates in Amsterdam, reported 1in the statistical_yearbooks of the CBS. 1In

case of France, Mitchell provides no value data, just the GDP at 1938 prices.
These have been converted into 1930 prices by means of the average of the

wholesale price index and the cost of living index given by Mitchell.

The 1938 GDP of the US has been taken from 'Historical statistics of the Unitec
States' (Bicentennial edition, 1975). Canadian deta have been taken from UNO

(1648), as well as those for Australia and Japan.
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Table A.2.1 provides the volume data for 1921-39 and 1569~85 for the countries
and for the groups of countries distinguished in section 3. In the calculation
of growth rates for country groups, rissine data fer individual countries have

been assigned the averace value of the countries in the same group for which

data were available.
Data in Table 3.6

Data on dividends received from the Netherlands East-Indies are from Gonggrijp
(1952). The unit-value series for non-industrial products, 1922-38 is taken
from UNCTAD's Handbook of International Trade and Development Statistics, 1972,
p. 42. This i; a dollar series, 1963=100. It has been converted to a 1928=100
series first and has next been converted intoc a sterlinc series by means of

the index of the dollar-sterling exchange rate in Amsterdam (CBS Statistical
Yearbooks). The same source was employed in case of the two exchange rates in
table 3.6. The unit value series for imports of mineral fuels by developed
market economies is taken from various issues of the UN Yearbook of
International Trade Statistics and from the December 1986 issue of the UN

Monthly Bulletin of Statistics.
Data in Table 3.12

Data on the surplus/deficit of the central government are from 'Tachtig
Cvijfentachtigl jaren statistiek in tijdreeksen' (CBS), chapter R, column 18.
For 1900-20 these were supplemented with data from column 16, chapter R of
'Zestig jaren statistiek in tijdreeksen' in order to achieve comparability with
the post 1920 data.

The GDP series employed in calculating the table 3.12 data are those from the
present paper for 1921-39 and 1969-85. For 1900-20 the historical series of
net national product (1918-20) and net domestic-product (1900-17) were
transformed into GDP data by means of an approximative calculation. The 1948
figure is the one to be published in the forthcoming 1986 National Accounts.
The data for 1949-1968 have also been taken from that publication, but have
been corrected for the 1968/1969 difference in level by assuming that this
difference declines to nil in 1948. The 1940-47 data are intrapolated
between 1939 and 1948 on the basis of net national income at factor cost data

for this period.
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Flexibility in the system of National Accounts, Van Eck, R., C.N.
Gorter and H.K. van Tuinen (1983).

This paper sets out some of the main ideas of what gradually developed
into the Dutch view on the fourth revision of the SNA. In particular it
focuses on the validity and even desirability of the inclusion of a
number of carefully chosen alternative definitions in the "Blue Book™,
and the organization of a flexible system starting from a core that is
easier to understand than the 1968 SNA.

The unobserved economy and the National Accounts in the Netherlands, a
sensitivity analysis, Broesterhuizen, G.A.A.M. (1983).

This paper studies the influence of fraud on macro-economic statistics,
especlally GDP. The term "fraud" is used as meaning unreporting or un-
derreporting income (e.§. to the tax authorities). The conclusion of
the analysis of growth figures is that a bias in the growth of GDP of
more than 0.5% is very unlikely.

Secondary activities and the National Accounts: Aspecccts of the Dutch

ge;suﬁen??58§§actice and its effects on the unofficial economy, Van
ck, R. .

In the process of estimating national product and other variables in
the National Accounts a number of methods is used to obtain initial
estimates for each economic activity. These methods are described and
for each method various possibilities for distortion are considered.

Comparability of ingut-output tables in time, Al, P.G. and G.A.A.M.
Broesterhuizen (1985).

It is argued that the comparability in time of statistics, and input-
output tables in Earticular, can be filled in in various ways. The way
in which it is filled depends on the structure and object of the sta-
tistics concerned. In this respect it is important to differentiate be-
tween coordinated input-output tables, in which groups of units (indus-
tries) are divided into rows and columns, and analytical input-output
tables, in which the rows and columns refer to homogeneous activities.

The use of chain indices for deflating the National Accounts, Al,

P.G., B.M. Balk, S. de Boer and G.P. den Bakker (1985).

This paper is devoted to the groblem of deflatin% National Accounts and
input-output tables. This problem is approached from the theoretical as
weEl as from the practical side. Although the theoretical argument
favors the use of chained Vartia-I indices, the current practice of
compilating National Accounts restricts to using chained Paasche and
Laspeyres Indices. Various possible objections to the use of chained
indices are discussed and rejected.

Revision of the system of National Accounts: the case for flexibility,
Van Bochove, C.A. and H.K. van Tuinen (1985).

It is argued that the structure of the SNA should be made more flexi-
ble. This can be achieved by means of a system of a general purpose
core supplemented with special modules, is core is a fully fledged,
detailed system of National Accounts with a greater institutional
content than the present SNA and a more elaborate description of the
economy at the meso-level. The modules are more analytic and reflect
special purposes and specific theoretical views.

Integration of input-output tables and sector accounts; a possible
solution, Van den Bos, C. (1985).

The establishment-enterprise problem is tackled by taking the institu-
tional sectors to which the establishments belong into account during
the construction of input-output tables. The extra burden on the con-
struction of input-output tables resulting from this approach is exa-
mined for the Dutch situation. An adapted sectoring of institutional
units is proposed for the construction of input-output tables.

A13§§§ on Dutch National Accounting data 1900-1984, Van Bochove, C.A.
( .
This note provides a brief survey of Dutch national accounting data for
1900-1984, concentrating on national income. It indicates where these
data can be found and what the major discontinuities are. The note
concludes that estimates of the level of national income may contain
inaccuracies; that its growth rate is measured accurately for the

eriod since 1948; and that the real income growth rate series for
E900-1984 may contain a systematic bias.
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The structure of the next SNA: review of the basic options, Van
Bochove, C.A. and A .M. Bloem (1985).

There are two basic issues with resgect to the structure of the next
version of the UN System of National Accounts. The first is its ’size’:
reviewing this issue, it can be concluded that the next SNA should con-
tain an Integrated meso-economic statistical system. It is essential
that the next SNA contains an institutional system without the imputa-
tions and attributions that pollute the present SNA. This can be
achieved by distinguishing, in the central system of the next SNA, a
core (the institutional system), a standard module for non-market
production and a standard module describing attributed income and
consumption of the household sector.

Dual sectoring in National Accounts, Al, P.G. (1985).

Following a conceptual explanation of dual sectoring, an outline is

§iven of a statistical system with complete dual sectoring in which the
inkages are also defined and worked out. It is shown that the SNA 1968

is incomplete and obscure with respect to the links between the two

sub-processes. '

Backward and forward linkages with an application to the Dutch agro-
industrial complex, Harthoorn, R. (1985?.

Some industries induce production in other industries. An elegant
method is_ developed for calculating forward and backward linkages avoi-
ding double counting. For 1981 these methods have been agplied to
determine the influence of Dutch agritulture in the Dutch economy in
terms of value added and labour force.

Production chains, Harthoorn, R. (1986).

This paper introduces the notion of production chains as a measure of
the hierarchy of industries in the production process. Production
chains are sequences of transformation of products by successive indus-
tries. It is possible to calculate forward transformations as well as
backward ones.

The simultaneous compilation of current price and deflated input-
output tables, De Boer, S. and G.A.A.M. Broesterhuizen (1986).

A few years a%o the method of compiling input-output tables underwent
in the Netherlands an essential revision. The most significant impro-
vement is that during the entire statistical process, from the proces-
sing and analysis of the basic data up to and including the phase of
balancing the tables, data in current prices and deflated data are
obtained simultaneously and in consistency with each other.

A K oposal for the sgnoptic structure of the next SNA, Al, P.G. and
C.A. van Bochove (1986).

Features of the hidden economy in the Netherlands, Van Eck, R. and
B. Kazemier (1986).

This paper presents survey results on the size and structure of the
hidden Eabour market in the Netherlands.

Uncovering hidden income distributions: the Dutch approach, Van
Bochove, C.A. (1987).

Main national accounting series 1900-1986, Van Bochove, C.A. and T.A.
Huitker (1987).

The main national accounting series for the Netherlands, 1900-1986, are
provided, along with a brief explanation.

The Dutch economy, 1921-1939 and 1969-1985. A comparison based on
revised macro-economic data for the interwar period, Den Bakker, G.P.,
T.A. Huitker and C.A. van Bochove (1987).

A set of macro-economic time series for the Netherlands 1921-1939 is
resented. The new series differ considerably from the data that had
geen published before. They are also more comprehensive, more detailed,

and conceptually consistent with the modern National Accounts. The
macro-economic developments that are shown by the new series are dis-
cussed. It turns out that the traditional economic-historical view of
the Dutch economy has to be reversed.

Constant wealth national income: accounting for war damaie with an ap-
glicat%fgagg the Netherlands, 1940-1945, Van Bochove, C.A. and W. van
orge .
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The micro-meso-macro linkage for business in an SNA-compatible system
of economic statistics, Van Bochove, C.A. (1987).

Micro-macro link for government, Bloem, A.M. (1987).

This paper describes the way the link between the statistics on govern-
ment %inance and national accounts is provided for in the Dutch govern-
ment finance statistics.

Some extensions of the static oYen Leontief model, Harthoorn, R.(1987).
The results of input-output analysis are invariant for a transformation
of the system of units. Such transformation can be used to derive the
Leontief price model, for forecasting input-output tables and for the
calculation of cumulative factor costs. Finally the series expansion of
the Leontief inverse is used to describe how certain economic processes
are spread out over time,

Compilation of household sector accounts in the Netherlands National
Accounts, Van der Laan, P. (1987).

This paper provides a concise description of the wa¥ in which house-
hold sector accounts are compiled within the Netherlands National
Accounts. Special attention is paid to differences with the recommen-
dations in the United Nations System of National Accounts (SNA).

On the adjustment of tables with Lagrange multipliers, Harthoorn, R.
and J., van Dalen (1987). ,

An efficient variant of the Lagrange method is given, which uses no
more computer time and central memory then the widely used RAS method.
Also some special cases are discussed: the adjustment of row sums and
column sums, additional restraints, mutual connections between tables
and three dimensional tables.

The methodolo of the Dutch system of quarterly accounts, Janssen,
R.J.A, and S.B. Algera (1988).

In this paper a description is given of the Dutch system of quarterly
national accounts. The backbone of the method is the compilation of a
quarterly input-output table by integrating short-term economic sta-
tistics.

%Tg§§§tions and re-routeings in the National Accounts, Gorter, Cor N.

Starting out from a definition of ‘actual’ transactions an inventory of
all imputations and re-routeings in the SNA is made. It is discussed
which of those should be retained in the core of a flexible system of
National Accounts. Conceﬁtual and practical questions of presentation
are brought up. Numerical examples are given.

Registration of trade in services and market valuation of imports and
exports in the National Accounts, Bos, Frits (1988).

The registration of external trade transactions in the main tables of
the National Accounts should be based on invoice value; this is not
only conceptually very attractive, but also suitable for data collec-
tion purposes.

The institutional sector classification, Van den Bos, C. (1988).
A background paper on the conceptual side of the érouping of financing
units. A limited number of criteria are formulated.

The concept of (transactor-)units in the National Accounts and in the
basic system of economic statistics, Bloem, Adriaan M. (1989).

Units in legal-administrative reality are often not suitable as statis-
tical units in describing economic processes. Some transformation of
legal-administrative units into economic statistical units is needed.
This paper examines this transformation and furnishes definitions of
economic statistical units. Proper definitions are especially important
because of the forthcoming revision of the SNA.

Regional income concepts, Bloem, Adriaan M. and Bas De Vet (1989).

In this paper, the conceptual and statistical problems involved in the

regionalization of national accounting variables are discussed. Exam-
les are the reéionalization of Gross Domestic Product, Gross National
ncome, Disposable National Income and Total Income of the Population.
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The use of tendency surve¥s in extrapolating National Accounts, Oudde-
ken, Frank and Gerrit Zijlmans (1989?.

This paper discusses the feasibility of the use of tendency survey data
in the compilation of very timely 3uarter1y Accounts. Some preliminary
estimates of relations between tendency survey data and regular Quar-
terly Accounts-indicators are also presented.

An economic core system and the soclio-economic accounts module for the
Netherlands, Gorter, Cor N. and Paul van der Laan (1989).

A discussion of the core and various types of modules in an overall
system of economy related statistics. Special attention is paid to the
Dutch Socio-economic Accounts. Tables and figures for the Netherlands

are added.

% s st?Tgsggew on concepts of income in the National Accounts, Bos,
rits . :
In this paper, concepts of income are explicitly linked to the purposes
of use and to actual circumstances. Main choices in defining income are
resented in a ﬁeneral system. The National Accounts is a multi-purpose
ramework. It should therefore contain several concepts of income, e.g.
differing with respect to the production boundary. Furthermore, con-
cepts of national income do not necessarily constitute an aggregation
of income at a micro-level.

?ggégg treat borrowing and leasing in the next SNA, Keuning, Steven J.
The use of services related to borrowing money, leasing capital goods,
and renting land should not be considered as 1intermediate inputs into
specific groduction processes. It is argued that the way of recordin
the use of financial services in the present SNA should remain large%y
intact.

A sunnarz description of sources_and methods used in compiling the
final estimates of Dutch National Income 1986, Gorter, Cor N. and
others (1990).

Translation of the inventory report submitted to the GNP Management
Committee of the European Communities. -

The registration of processing in make and use tables and input-output
tables, Bloem, Adriaan M., Sake De Boer and Pieter Wind (1995).

The registration of processing is discussed primarily with regard to
its ef%ects on input-output-tyge tables and input-output quotes. Links
between National Accounts and basic statistics, user demands and inter-
national guidelines are examined. Net recording is in general to be
preferred. An exception has to be made when processing amounts to a
complete production process, e.g. oil refineries in the Netherlands.

A proposal for a SAM which fits into the next System of National
Accounts, Keuning, Steven J. (1990).

This gaper shows that all flow accounts which may become part of the
next System of National Accounts can be embedded easilz in a Social
Accounting Matrix (SAM). In fact, for many purposes a SAM format may be
preferred to the traditional T-accounts for the institutional sectors,
since it allows for more flexibility in selecting relevant classifica-
tions and valuation principles.

Net versus gross National Income, Bos, Frits (1990).

In practice, gross figures of Domestic Product, National Product and
National Income are most often preferred to net figures. In this paper,
this practice is challenged. Conceptual issues and the reliability of
capital consumption estimates are discussed.

Concealed interest income of households in the Netherlands; 1977, 1979
and 1981, Kazemier, Brugt (1990).

The major problem in estimating the size of hidden income is that total
income, reported plus unreported, is unknown. However, this is not the
case with total interest income of households in the Netherlands. This
makes it possible to estimate at least the order of magnitude of this
art of hidden income. In this paper it will be shown that in 1977,
5979 and 1981 almost 50% of total interest received by households was

concealed.
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Who came off worst: Structural change of Dutch value added and employ--
?fggoguring the interwar period, Den Bakker, Gert P. and Jan de Gijt

In this paper new data for the interwar period are presented. The dis-
tribution of value added over industries and a break-down of value
added into components is given. Employment by industry is estimated as
well. Moreover, structura% changes during the interwar years and in the
more recent past are juxtaposed.

The supply of hidden labour in the Netherlands: a model, Kazemier,
Brugt and Rob van Eck (1990).

This paper presents a model of the supply of hidden labour in the
Netherlands. Model simulations show that the supply of hidden labour is
not very sensitive to cyclical fluctuations. A tax exempt of 1500 guil-
ders for second jobs and a higher probability of detection, however,
may substantially decrease the magnitude of the hidden labour market.

Benefits from productivity growth and the distribution of income,
Keuning, Steven J. (1990). .

This paper contains a discussion on the measurement of multifactor pro-
ductivity and sketches a framework for analyzing the relation between
productivity changes and changes in the average factor remuneration
rate by industry. Subsequentlg, the effects on the average wage rate by
labgurdcategory and the household primary income distribution are
studied.

Valuation principles in sugply and use tables and in the sectoral
accounts, Keuning, Steven J. (1991).

In many instances, the valuation of transactions in goods and services
in the national accounts poses a problem. The main reason is that the
price paid bK the purchaser deviates from the price received by the
producers. The paper discusses these problems and demonstrates” that
different valuations should be used in the supply and use tables and
in the sectoral accounts.

The choice of index number formulae and weights in the National
Accounts. A sensitivity analysis based on macro-economic data for the
interwar period, Bakker, Gert P. den (1991).

The sensitivity of growth estimates to variations in index number
formulae and weighting procedures is discussed. The calculations
concern the macro-economic variables for the interwar period in the
Netherlands. It appears, that the use of different formulae and
weights yields large differences in growth rates. Comparisons of Gross
Domestic” Product érowth rates among countries are presently obscured
by the use of different deflation methods. There exists an urgent need
for standardization of deflation methods at the international level.

Volume measurement of government output in the Netherlands; some
alternatives, Kazemier, Brugt (1991).

This paper discusses three alternative methods for the measurement of
the production volume of government. All methods yield almost similar
results: the average annual increase in the last two decades of
government labour productivity is about 0.7 percent per full-time
worker equivalent. The implementation of either one of these methods
would have led to circa 0.1 percentage points higher estimates of
economic growth in the Netherlands.

An envirommental module and the complete system of national accounts,
%igélAbram J. De, Peter R. Bosch, Cor N. Gorter and Steven J. Keuning
A linkage between environmental data and the National Accounts is often
limited to the production accounts. This paper argues that the conse-
quences of economic actions on ecosystems and vice versa should be
considered in terms of the complete System of National Accounts (SNA).
One should begin with relating volume flows of environmental matter to
the standard economic accounts. For this purpose, a so-called National
Accountin% Matrix including Environmental Accounts (NAMEA) is proposed.
This is illustrated with an example.
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Deregulation and economic statistics: Europe 1992, Bos, Frits (1992).
The consequences of deregulation for economic statistics are discussed
with a view to Europe 1992. In particular, the effects of the introduc-
tion of the Intrastat-system for statistics on international trade are
investigated. It is argued that if the Statistical Offices of the EC-
countries do not respond adequately, Europe 1992 will lead to a dete-
rioration of economic statistics: they will become less reliable, less
cost effective and less balanced.

The history of national accounting, Bos, Frits (1992).

At present, the national accounts in most countries are compiled on the
basls of concepts and classifications recommended in the 1968-United
Nations guidelines. In this paper, we trace the historical roots of
these guidelines (e.g. the work by King, PettK, Kuznets, Keynes, Leon-
tief, érisch, Tinbergen and Stone), compare the subsequent guidelines
ang discuss also alternative accounting systems like extended accounts
and SAMs.

Quality assessment of macroeconomic figures: The Dutch Quarterly Flash,
Reininga, Ted, Gerrit Zijlmans and Ron Janssen (1992).

Since 1989-1V, the Dutch Central Bureau of Statistics has made prelimi-
nary estimates of quarterly macroeconomic figures at about 8 weeks
after the end of the reference quarter. Since 1991-II, a preliminary or
"Flash" estimate of GDP has been published. The decision to do so was
based on a study comparing the Flash estimates and the regular Quar-
terly Accounts figures, which have a '17-week delay. This paper reports
on a similar study with figures through 1991-III.

Quali imgrovenent of the Dutch Quarterly Flash: A Time Series
?TS%Z) s of some Service Industries, Reininga, Ted and Gerrit Zijlmans

The Dutch Quarterly Flash (QF) is, just like the regular Quarterly
Accounts (QA), a fully integrated statistic based on a quarterly
updated input-outgut table. Not all short term statistics used to
update the QA’s I0-table are timel¥ enough to be of use for the QF, so
other sources have to be found or forecasts have to be made. In large
parts of the service industry the latter is the only possibility. This
paper reports on the use of econometric techniques (viz. series” decom-
osition and ARIMA modelling) to improve the quality of the forecasts
in five parts of the service industry.

A Research and Development Module supplementing the National Accounts,
Bos, Frits, Hugo Hollanders and Steven Keuning (1992).

This paper presents a national accounts framework fully tailored to a
description of the role of Research and Development (R&D) in the
national economy. The framework facilitates to draw macro-economic
conclusions from all kinds of data on R&D (also micro-data and quali-
tative information). Figures presented in this way can serve as a data
base for modelling the role of R&D in the national economy.

The allocation of time in the Netherlands in the context of the SNA; a
module, Kazemier, Brugt and Jeanet Exel (1992).

This paper presents_a module on informal production, supplementing the
Nationag Accounts. Its purpose is to incorporate informaﬁ production
into the concepts of the SNA. The relation between formal and informal
production is shown in the framework of a Social Accounting Matrix
(SAM). To avoid a controversial valuation of informal production, the
module constists of two SAMs. One expressed in actual prices with
informal labour valued zero, and one which expresses the embedded
informal labour input measured in terms of hours worked.

National Accounts and the environment: the case for a system’s
agproach, Keuning, Steven J. (1992).

The present set of main economic indicators should be extended with one
or a few indicators on the state of the environment. This paper lists
various reasons whg a so-called Green Domestic Product is not suitable
for this Rurpose. nstead, a 5{stem's approach should be followed. A
National Accounting Matrix including Environmental Accounts (NAMEA) is
presented and the way to derive one or more separate indicators on the
environment from this information system is outlined.



NA/54

NA/55

NA/56

NA/57

NA/58

NA/S59

NA/60

How to treat multi-regional units and the extra-territorial region

in the Regional Accounts?, De Vet, Bas (1992).

This paper discusses the regionalization of production and capital
formation by multi-regional kind-of-activity units. It also examines
the circumstances in which a unit may be sald to have a local kind-of-
activity unit in the extra-territorial region and what should be
attributed to this "region".

A historical Social Accounting Matrix for the Netherlands (1938), Den
Bakker, Gert P., Jan de Gijt and Steven J. Keuninﬁu(1992).

This paper gresents a Social Accounting Matrix (SAM) for the Nether-
lands in 1938, including related, non-monetary tables on demographic
characteristics, employment, etc. The distribution of income and expen-
diture among household subgroups in the 1938 SAM is compared with con-
comittant data for 1987.

gri%%ggg?d development of the Dutch National Accounts, Den Bakker, Gert
This paRer describes the history of national accountiné in the Nether-
lands, After two early estimates in the beginning of the nineteenth
century, modern national accounting started in the 1930s on behalf of
the Tinberéen model for the Dutch economy. The development spurred up
after World War II to provide data to the government for economic
planning purposes. In the 1980s, the development was towards a flexible
and institutional approach. ,
Compiling Dutch Gross National Product 6GNP)' summary report on the
final estimates after the revision in 1992, ﬁos, Frits (1992).

This summary report describes the sources and methods used for compi-
ling the final estimate of Dutch Gross National Product after the
revision of the Dutch National Accounts in 1992. Attention is focused
on g?ebistimation procedures for 1988. A more extensive report is also
available.

Major changes and results of the revision of the Dutch National
Accounts in 1992, Department of National Accounts (1992, forthcoming).
The revision in 1992 has improved the Dutch National Accounts in three
ways. First, new and other data sources have been used, like Production
statistics of service industries, the Budget Survey and Statistics on
fixed capital formation. Secondly, the integration process has been
improved by the use of detailed make- and use-tables instead of more
aggregate 1ngut-output tables. Thirdly, several changes in bookkeeping
conventions have been introduced, like a net instead of a gross regis-
tration of processing to order.

A National Accounting Matrix for the Netherlands, Keuning, Steven and
Jan de Gijt (1992).
Currently, the national accounts typicall{ use two formats for presen-
tation: matrices for the Input-Output tables and T-accounts for the
transactions of institutional sectors. This paper demonstrates that
gresently available national accounts can easily be transformed into a
ational Accounting Matrix (NAM). This may improve both the trans-
parency and analytic usefulness of the complete set of accounts.

Integrated indicators in a National Accounting Matrix including
envirommental accounts (NAMEA); an application to the Netherlands, De
Haan, Mark, Steven Keuning and Peter Bosch (1993).

In this paper, envirommental indicators are integrated into a National
Accounting Matrix including Environmental Accounts (NAMEA) and are put
on a par with the major aggregates in the national accounts, like
National Income. The environmental indicators reflect the goals of the
environmental policy of the Dutch govermment. Concrete figures are
presented for 1989. The NAMEA is optimally suited as a data base for
modelling the interaction between the national economy and the
environment.



NA/61 Standard national accounting concepts, economic theory and data compi-
lation issues; on constancy and change in the United Nations-Manuals on
national accounting (1947, 1953, 1968 and 1993), Bos, Frits (1993).

In this paper, the four successive guidelines ot the United Nations on
national accounting are discussed in view of economic theory (Keynesian
analysis, welfare, Hicksian income, input-output analysis, etc.) and
data compilation issues (e.g. the {ink with concepts in administrative
data sources). The new guidelines of the EC should complement those of
the UN and be simpler and more cost-efficient. It should define a
balanced set of operational concepts and tables that is attainable for

most EC countries within 5 years.
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