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Trade between Europe and Asia 

TH E triangular pattern of trade 
in which the Asian countries 

now grouped under the E C A F E 
had a consistent surplus w i t h Con
tinental Europe and US, wi th which 
they paid o i l their deficits w i th the 
U K , was completely disrupted by 
Wor ld War II. Dur ing the post
war years, these countries have been 
running a record trade deficit which 
forces them to maintain stringent 
import restrictions, especially on 
imports from the dollar area. The 
chances of a return to the traditional 
trade pattern of twenties being re
mote, the problem now is to seek 
a mutually beneficial pattern of 
trade. But why between two re
gions of E C A F E and Europe in 
isolation from the rest of the world? 
To relieve the dollar shortage of 
Western Europe and promote the 
agricultural and industrial advance
ment of under-developed regions of 
EGAFE is the main concern of a 
joint study prepared by the Secre
tariats of the EGAFE, EGE and 
F A O . It presents a composite pic
ture of the changing character of the 
trade between these regions and in
dicates broadly the lines on which 
future trade can be developed to 
the mutual advantage of both Asia 
and Europe. 

The final goal of course is the 
eventual restoration of multiple trade 
and convertibility. There are, how
ever, various intermediate stopping 
points all of which are supposed to 
lead to this calvary. One such is 
the pattern of trading that is held 
up by the Sterling Area, reinforced 
in part by the Colombo Plan which 
is also intended to help many of the 
EGAFE group of countries back on 
their feet. It aims to relieve the 
Commonwealth's or Sterling Areas' 
dependence on dollar imports by 
promoting development w i th in this 
area directed to that end. What 
about the rest of Western Europe, 
outside the U K ? The iron curtain 
countries may not be in the picture 
but through the E P U the continent 
continues to make demands and 
appears as an unwanted guest at the 
Commonwealth or Sterling Area 
table. 

Economic, agencies of the Uni ted 
Nations cannot be parties to the 
promotion of ends which foster rival 
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trading groups or sections whose 
interests may run counter to 
that o f multilateral t r a d i n g , 
even though these are repre
sented as stepping stones to the 
same goal. Hence, the trade 
problems of Asia and Europe are 
treated as a group but the problem 
of fit t ing a trade expansion between 
Europe and the EGAFE region into 
a new pattern of wor ld trade, the 
study frankly admits, still remains 
to be solved. The solution of 
Western Europe's dollar shortage and 
the promotion of economic develop
ment of the Asian countries, however, 
receive equal emphasis. This im
partiality is much to be commended. 

The countries included wi th in the 
geographic scope of the EGAFE are 
Brunei, Burma, Cambodia, Ceylon, 
China, Federation of Malaya, Hong 
Kong, India, Indonesia, Japan, 
Korea. Laos, Nepal, North Borneo, 
Pakistan, Philippines, Thai land and 
Viet -Nam, but no uniform grouping 
is maintained throughout the study. 
According to the context and pur
pose at hand, some of these coun
tries are left out, most often China 
and Japan. 

A striking change in recent years 
has been the marked fall of imports 
from these countries to Europe 
while exports from Europe have been 
maintained or increased. In terms 
of volume Europe's pre-war imports 
from Asia were about 70 per cent 
above the 1948 total and even at the 
peak of the Korean boom in 1951, 
Europe's imports from Asia did not 
exceed 80 per cent of the pre-war 
volume. On the other hand, Euro
pean exports to Asia exceeded the 
1938 level after 1048 and were near
ly equal to 1928 total in 1951 and 

From the beginning of the depres
sion of the late twenties, however, 
the terms of trade went sharply 
against the Asian countries and the 
reduced real purchasing power for 
imports of these countries led to a 
fall in the volume of imports from 
Western Europe by nearly 40 per 
cent between 1928 and 1938. In the 
earlier post-war years, the terms of 
trade remained roughly at the 1938 
level; sterling releases and other 
foreign aid, however, made possible 
a large increase in the volume of 
imports in 1949. The Korean boom 
was a short-lived affair and for the 
year 1952, the terms of trade of the 
ECAFE region in its trade w i t h 
Europe have been only 20 per cent 

better than in 1938 and slightly less 
favourable than in 1928. 

The volume of trade between 
Western Europe and the ECAFE 
region has increased considerably 
since 1948. Between 1948 and 1952, 
Europe increased her exports by two-
thirds while the volume of her im
ports from these countries rose by 
only 15 per cent. The reason for 
the sharp fall of European imports 
from Asia was the dislocation and 
slow recovery of production in ex
port commodities except rubber and 
tea, and increased domestic con
sumption, due partly to inflation. 
The high levels of imports in rela
tion to exports were made possible 
by external financial resources such 
as release of sterling balances. 'The 
study explodes a popular belief by 
pointing out that increasing imports 
into Asia were not due to a shift 
from consumer goods to capital 
goods, but mostly to the importation 
of much needed food and consumer 
goods to maintain a tolerable stan
dard of living. The only exception 
to it was India which accounted for 
halt of the imports of capital goods 
into this region. The other out
standing changes are the permanent 
loss of Asian market for European 
textiles due to the development of 
Indian textile industry, recovery of 
Japan's textile industry, growing 
self-sufficiency of China and Ame
rican competition in some of the 
Asian markets. ECAFE area has 
now become a major net exporter 
of textiles. 

On the other hand, Europe came 
to look upon America as the major 
source of raw material supply in the 
absence, of Asian supplies. Con-
sequently she has to face persistent 
dollar deficit. The considerable 
shift towards USA also took place 
in the Asian trade especially on the 
import side due to emergency im
ports of food and cotton by India 
and Japan, and due to American 
financial aid and increasing imports 
of capital goods. Wi th the loss of 
Chinese market and the political 
and financial dominance of Ame
rica, Japan increasingly became 
dependent on American supplies of 
raw materials, etc. without being 
able to develop a corresponding ex
porting capacity- By 1951, China's 
share of Japan's trade declined from 
the pre-war level of 40 per cent to 
1 per cent as China's trade came to 
be concentrated wi th in the iron 
curtain after the year 1948. 

The Eastern Europe and USSR, 
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however, have played a compara
tively insignificant part in Asian 
trade. 

The export prospects for rubber, 
tea, t in , tobacco, hides and skins, 
petroleum, manganese and nickel 
are believed to he bright. For vege
table oils and seeds, and cotton i n 
creasing internal consumption is 
likely to prove a hampering factor. 
Increasing rice and sugar produc
tion is likely to be consumed entirely 
wi th in the area. Jute has very un
certain future due to competition of 
substitutes, but the jute industry 
may be able to recapture lost mar
ket and new uses for jute may be 
found. The ever expanding and 
variegated uses of rubber, UN ex
perts believe, w i l l offset the compe
ti t ion of synthetic rubber, contrary 
to the common fear of contraction 
in the market for natural rubber. 

The problem " of fitting trade 
expansion between Europe a n d 
E C A F E region into a new pattern 
of wor ld trade " wi l l not be solved 
by the usual measures of trade pro
motion through trade missions, 
engineering specifications, joint en
terprises, simplification of import 
and export procedures, increased 
standardisation and quality control, 
though all these should be followed. 
There are, besides these, three dif
ferent lines along which trade is to 
be developed for the fulfilment of 
the twin objectives of relieving the 
dollar shortage of Europe and 
raising the levels of income of 
E C A F E countries: 

i . Increasing exports from Asia 
to USA without corresponding in 
crease in imports from the same 
source. This w i l l contribute to re
lieving the dollar problem of 
Europe, provided Europe is cap
able of supplying capital goods to 
Asia on competitive prices. Any 
substantial increase in Asian exports 
to America seems dubious in the 
face of increasing American substi
tutes for commodities like silk, t in , 
rubber and jute. 

2. An increase in Europe's own 
dollar earnings and shift in imports 
of raw materials from dollar area 
to the E C A F E region. There is a 
considerable scope for such shift in 
case of commodities like fats and 
oils and oilseeds, tobacco and cot
ton if " increased production and 
reduced costs are achieved under 
condition of reasonable stability in 
demand and prices". 

3. Movement of capital to sup
plement merchandise balances. ' In 
the interest of developing trade 

between Asia and Europe, it is 
essential that financial assistance by 
countries of Europe should be 
forthcoming in greater amounts 
than has hitherto been the case." 
Otherwise there is every danger that 
continuous US aid " w i l l leave 
Western Europe in back water ". 

The prospects for capital out
flow, however, are influenced by 
the changed polit ical climate of 
Asia after the withdrawal of Euro
pean powers which also influences 
the trade policies of Asian countries. 
The study shows a keen and re
freshing awareness of the problems 
and aspirations of the Asian coun
tries when it goes on to explore new 
horizons instead of confining itself 
to a repetition of the usual plat i 
tudes about the desirability of freer 
outflow of capital to the under
developed countries. A l l these coun
tries suffer from extreme scarcity 
of capital and many of them, from 
a surplus of labour. What they 

need for development is maximum 
utilisation of labour w i t h the m i n i 
m u m use of capital. To help their , 
it is suggested that Europe should 
deliberately direct technical re
search in the engineering industries 
to the designing and manufacture 
of equipment which w i l l maximise 
output per unit of capital employed 
and not per man employed. Europe 
is in a better position to supply 
such equipment than America. Her 
more powerful competitor, however, 
is Japan which has the advantage, 
besides proximity to the Asian mar
kets, of greater adaptability. 

On the question of means for 
stabilising the incomes of these 
areas through stabilising their ex
port earnings, the study has nothing 
better to offer than the conclusion 
of long-term multi-lateral com
modity agreements. This is a sub
ject, however, which has so far 
offered much scope for platitudes 
but l i t t le of constructive action. 
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