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International Economic Instability—The Ex-
perience After World War 11.

By Joseph D. Coppock. McGraw-Hill, New York.
184 pages. 1962. $7.95.

CONCERN over international economic insta-

bility is not new; it has been evident at least
since the end of World War I. But the emergence
of new nations with the attendent worldwide revo-
lution of rising expectations has now forced coun-
tries to take steps, and rapidly, to remove as much
of the instability as possible through stabilizin
economic arrangements. Post-World War IT i
stitutions such as the International Monetary
Fund and the International Bank for Recon-
struction and Development are but two of many
mechanisms which over the years have been de-
veloped to reduce instability. Today concern is
directed primarily to those popularly called under-
developed countries where extreme shifts of ex-
port earnings, often arising out of the proceeds of
one or two commodities, cause volatile swings in
the national income with serious unstabilizing ef-
fects. In International Economic Instability the
author attempts to analyze the problems created
by international economic instability. His ap-
proach is statistical.

The author has chosen export proceeds as the
“primary dependent variable” in measuring inter-
national economic instability and, adopting the
log variance method of measurement, develops
for the years 1946-1958, indexes of instability for
83 countries based on the movement in export
proceeds. This measure of instability is also used
for several other variables which seem to bear
on instability of export proceeds. The index mezi




ures typical year-to-year relative changes cor-
Qed for trend influences. Removal of trend in-
ences is necessary since they were so strong in
the postwar period that without correction to
remove, it would not have been possible to isolate
the fluctuations important to the author’s analysis.
Annual figures are used, thus eliminating purely
seasonal influences, the author properly recogniz-
ing, however, that annual data clearly understate
the actual fluctuations.

Instability indexes are developed for all the ma-
jor countries, both for exports and for imports.
The author carries his analysis beyond the in-
dividual country to regional and political bloc
groupings. Some mildly surprising results
emerge. The instability resulting from swings in
exports is not nearly so high for Latin America
as is commonly assumed. Argentina is an excep-
tion with an instability index of 86.8 compared
to Iran with the highest, 73.8, and to Switzerland
with the lowest, 6.2. The United States has a rel-
atively low index of 16.8, but because of the mag-
nitude of its international trade relative to total
trade of supplying countries makes a high con-
tribution to instability.

Export instability tends to be greater in Asia

Africa than in other continents, although the
&ge of dispersion within each continent is wide.
As one might expect, imports are much more un-
stable in Asia, South America, and Africa than in
Europe and North America. The median insta-
bility index for Asia (29.6) is twice as large as
that for North America (14.5). Even to note
the entire range of the author’s analysis is beyond
the scope of this review. One or two important
generalizations can be made :

(1) There is a distinction between the incidence
among countries of high instability of trade (ex-
ports, imports, or both) and the incidence of a
high percentage share of world instability of
trade, and (2) the United States is not as im-
portant a factor in international economic insta-
bility asis widely assumed.

Thus it seems obvious that it is one thing to
take measures to reduce the instability of exports
or imports, or both, of countries with high insta-
bility indexes, but it is something very much dif-
ferent to take measures to reduce the instability of
world trade generally. The two characteristics do
not show a high positive correlation among coun-
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Almost the entire book is given over to the sta-
tistical analysis. This analysis is both rigorous
and elegant, but not entirely satisfying, as too few
of the important conclusions arise out of the analy-
sis. The author recognizes this in his concluding
chapter and admits that his empirical study of
international economic instability provides few
positive prescriptions for governmental or inter-
governmental policy for reducing such instability.
Statistical analysis is not needed to know that the
stabilization of prices and quantities will stabilize
proceeds. But the author’s work does show that
manipulation of some single, indirectly connected
variable, i.e., other than price and quantity, is
very unlikely to have much influence on export
instability.

The author, in his service with the United States
Department of State from 1945 to 1953 as an eco-
nomic advisor, and in 1961-62 as Director, For-
eign Economic Advisory Staff, Office of the Under
Secretary, has dealt directly with the problem of
international economic instability. He indicates
his awareness of plans, now under consideration
in international economic circles, for compensa-
tory financing when the export proceeds of a
country fall by more than a reasonable amount.
His policies for dealing with international eco-
nomic instability show a practical concern with
and knowledge of the problem. Despite the in-
terest of his statistical work, the tenuously related
practical conclusions are probably his more satis-
fying contribution to an ultimate solution.

Warrick E. Elrod, Jr.

Factors Affecting the United States Balance
of Payments

Compilation of Studies prepared for Subcommittee
on International Exchange and Payments, Joint Eco-
nomic Committee, 87th Congress, 2d Session. U.S.
Government Printing Office, Washington, D.C. 561
pp. 1962. $1.75.

HIS VOLUME of 24 papers by 20 authors
is a timely exploratory analysis of the U.S.
trade and balance of payments problem. The
wide attention our balance of payments has re-
ceived since 1958 is the result of record payments
deficits. A loss of monetary gold reserves totaling
$6 billion and a buildup of dollar assets abroad
now totaling over $25 billion resulted. Even with

the improved payments position in 1962, the
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