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Foreword

The project described by this report, the fifth in the National Bureau’s
Studies in International Economic Relations, had two purposes. One
was the development of methods of measuring relative prices and price
movements in international trade. The other was the calculation, using
these methods, of international price measures for the main exporting
countries, covering machinery, transport equipment, metals, and metal
products.

This study combines two strands of the National Bureau’s earlier
work, one devoted to the improvement of price measures and the other
to the analysis of changes in the international economic position of the
United States. The study of price measurement at the Bureau has a long
history, but the most recent related work was the report on The Price
Statistics of the Federal Government (New York, NBER, 1961). This
included an appendix on “Export and Import Price Indexes” which re-
viewed the unit value indexes of the U.S. Department of Commerce; a
staff paper by Zvi Griliches on “Hedonic Price Indexes for Automobiles:
An Econometric Analysis of Quality Change”; and several papers on
U.S. wholesale price indexes. A closer examination of the accuracy of
the official U.S. wholesale price data has been performed recently in a
report on The Behavior of Industrial Prices (New York, NBER, 1970),
by George J. Stigler and James K. Kindahl, which also followed the
practice of using reports from buyers, as the present study does to a
substantial degree.

The National Bureau’s recent analyses of international trade and pay-
ments began with Hal B. Lary’s book on Problems of the United States
as World Trader and Banker (New York, NBER, 1963). The genesis
of the present study was a discussion in that volume of the inadequacy
of the measures of international price relationships then available and
of the need for better measures to aid in the analysis of changes in trade
balances. The results of an effort to improve and interpret the historical
record on the export and import prices of the United States were pre-
sented in Price and Quantity Trends in the Foreign Trade of the United
States (Princeton University Press for NBER, 1963), by Robert E.
Lipsey. The relation of price and quantity changes in foreign trade to
those of the domestic economy was discussed there, and some compari-
sons between wholesale price and unit value data were included.



viil Foreword

This report consists of. five parts. Part One is a description of the
scope of the study and a summary of the findings on method (Chap-
ter 1) and the empirical results (Chapter 2). Part Two gives a more
extended presentation of the methods used and the reasons for choosing
them. Part Three gives the general empirical findings on price-quantity
relationships and other aspects of international competitiveness, and
compares the international price indexes derived here with wholesale
price and unit value indexes. Part Four consists of more detailed reports
for the main product groups covered in the study, particularly those
for which there was information on nonprice factors or for which the
analysis in some way went beyond the price collection itself. The basic
data for the study are set out in the appendixes, of which A and B give
the trade data; C, D, and E, the detailed indexes computed for the study;
and F and G, indexes calculated from wholesale prices for several coun-
tries and from U.S. export unit value data.

IrviNG B. Kravis
ROBERT E. LIPSEY
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