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Congressional and public atbention has recently been
focused upon the Ixport-Import Bank's opersations snd management.
This interest was evoked by discussions in the House of Repre-
sentutives in commoction with an smondment offered to $.375, Yan
act to provide for the effective cdministretion of cortein londing
sgoneics of the Foderzl Govermment®,l/ The emendment, originelly
designod to keep the Sceretury of Commerco off the Bourd of Truster
of the Bank :nd later expanded to revise completely the Bank's cd-
ministration, woes ruled out on tho floor of thc Houss. Tn rovised
form it hus pow been proscnted by Representetive Wolcott rs o bill,
H.R. 2178, "to provide for the mencgoement of the Export-Import Benk
of VWeoshington....” This bill would reduce tho Bourd of Trustcus of
the Bank from :leven to five members, to be appointed by tho Frosi-
dont with the edvico wnd consent of the Senute. Interost in the
Benk hes likewiso beon wroused with the ennouncement by Leo T. Crowlay,
Cheilrmen of the Bunk's Board of Trustees, that legisletion will shortly
be introduced increesing tho Benk's londing cuthority from %700 million
to 2,200 million.

The Export-Import Bank ("Eximbonk") wius organized in 1934
for the purvose of fimwncing foroign trudo.ﬁ/ Its loen oporctions
groduclly grew from short- ond medium-term loans to United Stutes
exporters to includo long-torm loans to foreign govermments or their
cgoneics for industricl, public works, cnd othur devclopment projects.

1/ This lew, sigued by the Frosident February 2L, 1345, reerectos
T tho Federtl Loun Aginey ¢ «n independent agency to include the
Reconstruction Finecnco Corporation wnd muny of its subsidisries,
whose functions wnd powers wore transferred to the Depurtment of
Commercc in 1942. The stetus of the ExporteImport Benk is not
«ffected by this low.
' Crodits to finenco United Stctes oxports heve far oxcocded thosc
to finance imports into this country.
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In tho fall of 1940, such devolopmont credits were stimulcted by en
incrense in the Benk's londing authority from 2200 million to %700
million oand an express stetement thut the funds were necdod to meke
long-torm developmont snd stebilizetion loons, ospeeielly in the
Westorn Hemisphere., The Bank's loen operstions, howevor, hove nover
oxcvoded modest proportions, not boceuse of the limitation on the
emount of loans outstending, but bocuuse of the conservetive loen
policies adopted by the Bunk.i/ The Benk has insisted, whenever
possible, upon finencing spocific projects rather then providing
funds for en overull devolopmont progrem. In generel, the Benk hes
chosen projects for finuncing which might be expeeted to yicld bene-
fits over o ton or twelve yocr poriod and hus not fincnecd projects
of n more fundemcntal, long-range characteor the indirsct benefits

of which, though more delayod ond difficult to szssess in edvance,
might also prove to be substuntiel. It heos meinteined close super-
vision of disbursoments under its crodits and has not permitted the
borrower wide latitude in determining expenditures,

The Bowrd of Trustecs of the Bank, or the Executivoe Com-
nittce,_/must formaelly suthorize wll loans, end is empowored to
olect €11 officers of the Bank. Prior to the middle of 1943, the

@l oyon mombers of the Bowrd worc elocted by tho Reconstruction
Fincnce Corporeation which held the 217 million of prefaorred stock,
and by the Secrotaries of the State cnd Commerce Depirtments who
jointly held tho 31 millien of common stock. The Boerrd has custom-
crily includod reprasentrntives of Govermment depurtmants concerned
with foreign trade. Represontatives of the Reconstruction Finmnco
Corporsation, the Eximbank end the Commcrce Departmoent have compriscd
& mejority of the Trustecs bucausc of thoe Roconstruction Finance
Corporation's proponderence of voting power. Jvssc H. Jones, in his
crpacitics @s Choirmen of thu Roconstruction Financo Corporetion,
Fedorpl Logn Administrcteor, and Secretery of Commarce, has boon ablo
to clect ¢ mejority of the Trustces, end indirectly scloct offlcors
of the Begnk. All olections to the Bourd, however, were cnd ero
approved by the Prosident olthough such proscdure is not requirad

by law. The policies of the Bank huvo buen guestioned on the grounds
of ultrec-conscrvetism wnd ofton of favoritism., The State Depertmant
has tlso exerciscd wn importint influcncc on Eximbenk policy since
no loen is mwdo without its approvel. 4lso, no dovelopment credlts
.rc nedo to Lutin pmerica without the approval of the President.

No change occurred in locn policy or tho cssentisl com-
position of the Bourd of Trustces with the trensfer in 19L3 of the
voting rights of tho czpitel stock of tho Bank to the Offico of

1/ Since 1940 ¢t no timc hnve locns outstending cxcceded 5250 million.
=  The Baonk hes elweys interpretod the limitotion upon its londing
cuthority to meen thut its loens outstending plus cormitments to
make ndditionsl sums ovaileblce should not oxcesd tho prescribed
limit. BEven so, et the end of 194l £ho Bank hed cbout $150 million
not cormitted,
The Exceutive Committou, composad of seven membors of tho Bowrd of
Prustous, hendles sll cdministrative metters botween board meotings.
The Cormittec usuolly includes the Cheirmen, end represcntetives
of tho Depurtmonts of Staote, Commerce, Agriculture, and Trocsury,
of the Reconstruetion Finange Corporation, and the Prasident of
the Eximbank.
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Economic Warfere and subsequently to the Uffice of Foreign Economic
.Administ’x'ation..l__/ As of February 1, 1945, the members of the Board
were Leo T. Crowley (Cheirmen), Foreign Economic Administrator; Jesse
H. Jones; Emilic G. Collado of the Depertment of State; Werren L.
Pierson, President of the Eximbenk; Charles B. Henderson, Cheirmen
of the Reconstruction Fingnce Corporation; Herry D. White of the
Trocsury Department; Leslio A, Whecler of the Depertment of pgri-
culture; H. A. Mulligen of the Rcconstruction Finenco Corporation;
end W. D, Whittemore, Howthornc Arey, end Bugeno LeBeron, Vico
Prosideonts of the Eximbunk. Tho future position of Mr. Jones us &
membor of the Board is uncertoin beccuse of his resignation cs
Scerctery of Commerce., Also, lr. Picrson hts cnnounced thet ho will
givo up his position &s President of the Bank in order %o roentor
privete business.

Any cxtonsivo reorganizetion of the control tnd adminis-
tretion of tho Bank is doubtful, It scoms relatively certein thet
the bill introducod by Represcutative Woleott will not be pussed.
A modificd form of the bill might be neeeptod, purticulerly o limi-
trtion on the Presidont's power to trunsfer wdministrution of the
Benk to an wgoency other then the reconstituted Federcl Lotn igency.
An smondment to thet ¢ffect might bo sppended to Mr. Crowley's forth-
coming bill romoving the prohibition of loens to govermments in dsfoult
on World Wer I debts cnd inerscsing the lending wuthority of the Bunk
from 4700 to 32,200 million.gg Thosc additionel funds would be «wilable
for rceonstruction wnd rchebilitation locns te wir dovestrted counvriss
in the two-yetr poriecd prior to the commencemcnt of opcrutions by he
Internutionel Bunk for Reconstruction ond Developmsnt. Even efter
the Internwtionnl Bonk telos over w lirge shere of this type of long-
torm ercdéit, & brond fivld of operutions will still bo opon to tho
Eximbank. It will be ncoded to promote Unjtcd Steics foreign trido
through short~ «nd medium-t2rm credits which tho Internationel Bani:
will not bu cuthorized to gront wnd which commercicl benks heve beon
urwilling to risk. The Benk may grent long-torm loons to financo
cxports of ccpitnl goods for reconstruction and development in ecses
in which the United Stctss Govermment prefers to meko a dircet loon
through e nctional londing cgeney rether than through thoe Internctioncl
Bank, or in cescs in which tho Intornwtional Bank is not in fevor of
granting « certzin locn becausu of ths risks involved. wrefore,
zlthough cfter the war u lirger shure of tho Eximbenk's loans will
vrobebly be mude to Europosn cnd Asictic countries thun in the pest,
tho most importaent ficld of tho Benlkt's post-war operations mey con-
time to bc losns for public works cnd other development projcets te
Lotin frerican countrics, with whioh the United Stetes has close
politicel end economlc ties.

T/ Under this crrengem.nt, Loo T. Crowluy, rForuign Yronomic raministrator,
= hes beon given o proxy to voto botn tho common wnd preferrod stock.
Voting rights in the stoek will revort %o its owners six months
ftsr the end of tho wer if no controry setion is tekon In the
mecntine,
2/ This sur is ¢ minimum estimzte of funds which will bo required by
™ the Benk. Formel ruquusts for eredits so fur received by the
United Stetes Government have not yot rceched this figure.
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azilts Evolution towsrd Centrel Banking Robert Triffin

%)

Central banks exist today, in one form or another, in
gvery -country of South America, except in Brezil. Central banking
funictions there are parcelled out between the Treasury and the Bank
of Brazil, an official, but meinly commércial, institution. Banking
supervision is ulso largely nonexistent in thet country.

These weaknesses have constituted & very severe handicap
to monstary und credit policy, especielly during recent years.
Bmnll, irresponsible benks have come into being under the spur of
the inflationory war boom. Lest winter, on Economic Congress recom-
monded the early crcation of & centrel bank. Opposition to this
step, howsver, is still strong, especially in tho Bank of Brazil,
which foors ¢ loss of prostige end wuthority whon the contrel benk
is crected.

Deereo-Lew No. 7293 of February 2, 1945, introducus en
interinm system, designed both &s « temporcry stop-gap ond as & tecti-
cel move toward the estgblishment of a full-fledged centrel benk.

A Superintondence of lloney and Credit is created, urder
tho jurisdiction oI the Minister of Iinence, "with the immediste
purpose of cxcrcising control of the money merket and of propering
tho orgonizetion of a centril benk". The Superintendonce is to
function under the cuthority of an Exccutive Director, sppointed by
nresidenticl docrce wnd of e Council, prosided over by the Minister
of Fincnce tnd composed of: (1) the Prusident of the Bank of Brezil;
(2) tho Director of the Exchange Office; (3) the Dircctor of the
Rodiscount Office and of tho Benking Hebilizetion und BExeminations
Office; and (L) the Executive Dircctor himsclf.

Until the contral bank is definitely esteblished, tho now
Supurintendence is to excreise cemtrel banking functions, ospueiully

tos

roquest the Trewsury to inercase the note issug;

ho the cxelusive recipient of bunk deoposits;

regulete the intorest rotes of the bonks;

fix erch month inturost rctes on rodiscounts cnd
cdvunces to banks;

guthorize the purchuse end sale of zold end feroign
cxchongo;

cuthorize edwvincos to bunks up to 120 deys, on
collaterel of Governmunt bonds up to 90 per cont
of thoir mcrket weluo;

oricat Lenking ¢xeminetion;

aorisut vxchenge policy wnd bunking operations in
gonerol ;

promote the buying end selling of Goverrment bonds
on the Stock Exchungos

guthorizc the rediscount of documints wnd banking
&dvenccs.




L : ‘In rddition to their necossury working bel snoes in-¢ush;

- tho benks 4 huve to keep rosorves in tho form of deposits with
‘the Banir of 1 at the ordor of tho new Superintendonco., Thoso
resorve requirdments aro sot ¢t o very low figure (8 por cont epainst
damend, and L por cent cgninst timo doposits) but moy be reiscd or
lowered up to 75 per cent of the basic rates, by the Buperintendetice.

An intereosting fecturo of the Docree is tho diserotion left
the Suporintondenco to esteblish. different roserve roguirements end
retos on rediscounts ond advences, "toking into cccount the rogions
cnd the peoulicritics of trenscctions". Extreme regionsl difforences
in monctary ond oredit conditions, ovor such r wide end unequelly
dovoloped ecres, moko theso differentintions highly necessary for
offective and floxibl o controls,
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 Foreign Trade During the War Paul Hermberg

During the last year, the Germen Govermient has pub]lshed
varioys semiofficial statements relating to the foreign trade of
Germany. The figures are sald to refer exclusively tov gemiine com-
mereial exchanges, deliveries of war meterisls to and from saiellite
countries being included only insofar as such trenssctions were made
on the basis of actusl purchase contracts. Teking into rccount this
somowhet inexect limitation, the Germen figures seom to be correct
on the whole, and by sdditionsl use of the foreign trude stetistics:
of other Europeun countries end the stotements rolating to the Germen
cloaring debts, o fair estimate of thoe participetion of the Buropsan
countries in the Germen war trede can be made. The figures erc pro-
sontod in Table 2.

During the depression from 1929 to 1935, Germen imports
decrensed from RM 13.4 billion to RM L.2 billion, while exporis
dropped from RM 13.5 billion to RM 4.3 billion. By 1938, imports
had recovered to RM 5.5 billion und exports to RM 5.3 billion {or
calculuoted at prievs of 1928, to RN 11,0 billion and R 8.2 billion
reospeetively).

' The figures of tho war-timo trade, however, egs given in
tho Germeon stotemonts, pertain to the new Grestor Goermany and coannot
be compared with the pre~-war figures for the old Reich. 1In order to
meke s comparison possiblo, tho foreign trade of the eroes which bo-
cemo Greater Gormany hes beon celculated for 1938 and 1939 cncompassing
ell districts later incorporeated in thc Reich during the yeers 1538
to 1941 (Austrie, Sudetenlcnd, Denzig, Memollend, Protectorate, ine
corporeted Polish territorics, Alsece-Lorreine, Luxembourg, Eupen-
¥almedy, and incorporated Yugoslavian territories). Sinee the incor-
poreted territories hud cultivated an intensive foreign trade with
countries other then Gormany, their incorporstion expanded Germon
imports by sbout RM 1.2 billion and exports by gbout RM 1 billion.
During 1939 end 1940, the vsluc of Gormon foreign trade decroased
but therecfter increased rema.rlcubly to Rif 8.9 billion imports «nd
RM B.6 billion exports in 1943, The expension, however, wus the
result of chronges in the price structure and not o quuntitetive in-
eresse in the ectual turnover of goods. Calculeted at 1938 prices,
the volume of Germen foreign trade would be as follows:

Teble 1. Gorman Foroign Trade at 1938 Prices
(Billion RM)

1938 1942 1943

Imports 6.6 0
Exports 8.3 L

i g After 1933, Germen foreign trede hud shown a tendency to
’ shift to regions which were under the politicel or uveconomic control
of the Relch ond which, in cuso of wer, probebly would not be eblo

to withdrew from Gormon influsnco. In consoquencs, the trade moved




Table .

Participetion in the Foreign Trade of Germany Since 1529

Germany Proper ; Greater Germany ) :
1929 11933 (1937 1938 | [1938 11939 TI0L0 [1941 11502 793
TMPORTS {Per cent) e
Districts of originl/ o
Southeastern Lurope 571 0.0] 13.2f 12.71; 16.51 21.7] 26.9] 19.5{ 21.4] 22:6
Bastern Europe 5.60  6.2f 3.2] 3.4 2.6) 3.71 &.0f 2.2l 1.1 ooar
Northern Europe 731 7.50 10.1} 11.311 10.5! 12.8] 19.8] 16.4] 12:9) 151
Western Europe 13.3( 13.2f 10.L; 9.8{} 10.2| 10.2] 26.0] 39.1§ 45.7| 16.3
Southwestern Burope 7.91 8.8} 8.0f 8.6 8.51 11.0f 12.7] 21.10 186 1477
Territories later incorpo- L
rated in Germany 7.0; 7.4 4.3] 2.9 - - e . p
Total Continentel Europe| L6.81 LOV7] 1G.27 L8.7iy 4G.5] 59.41 98.5; SR.21 9.7 008
Oversoas and residual 53.2{ 50.3] 50.8] 51.3;! s0.7] Lo.&l 7.6 1.7 .3 2
Total imports 100.0{100.091100.0{100.04 {100.3{100.0{100.01100.0]100.0] 1000
(8iiiion R}
Totul imports 1340 ha2] 5.5] sl 6.60 5.4 5.0] 6.9 8.7F 8.9 !
EXTORTS {Per cent, -
Districts of destin atlorl/ !
Southeastern Europe 6.4 5.21 12.3] 1h.14} 16.7] 20.9) 28.6] 21.7) 26.6] 28.0
Bwstern Europe 5.2 7.1 371 3.2 3.50 3.9 6.7 5.1} L6 FE
Yor thern Europe 10.2)  92.5) 12.0f 12.8{} 12.2{ 15.5] 21.6] 22.1j =21.1l 22.7
Westarn Europe 21,50 2601 18.17 16,911 16.6] 16.7] 17.2| 24.3! 23.0{ 25.5
Southwestern Europe 11.2) 13 10.7) 11.8)5 11.9) 13.47 21.8] 22.9] 21.8] 17
Territorics leter incorpo-
ruwted in Germeny 2.6 7.8 L.9i 3L - - - - — -
Totel Continentel Buropei oh.2 70.1 1 1.7} €2.T|[ 60.9] 70.54] 95.11 95.44] 7.1 P
Oversess end rosiducl 35.8] 29.9] 328.3] 37.8{| 29.1| 20.6] 4.9] 2.6 2.0l 2.7
Tetil oxports 100.0{100.C71100.07100.011100.0]100.0;130.0:100.01130.0]100.0
(BiiTion RM) -
Totnl oxports .90 5.90 5.3 6.31 5.8 L.} 6.8| 7.6'l 8.6
1/ Southuestorn Furope includus: Hungery, Rumunic, Y\goslaalhl 341;?:*a,.:;3‘ce end

Bestern T urnpu includes: Lithuanisn, Sstonie, Litvia, U.S8.S.R., &nd Poland not incorpoerated
I in Germony.

Northern Burove includes: Demmark, Swoden, Norwiy, «nd Finlond.

Vestern Furope includss: Hollond, Balgium, wnd Frunce.

Southwestorn furope includes: Switzerland, Itely, Spuin, end Portugel .

Ovaredos Includess Greot Britein wnd the rost of the world.
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from Wastern Europei/fo Southeasterni/;nd Northern Europel/%hich
together contributed 1l per cent of German imports in 193% and

2ly per cent in 1938, and took 14.7 per cent of German exports in
1933 and 26 per cent in 1938, In contrest, the participation of
Western Europe decressed with respect to imports from 13.2 por cent
in 193% to 9.8 per cent in 1928, and with respeet to exports, from
26.l, per cent in 1933 to 16.9 por cunmt in 1938, This development,
howover, did not proceod during the wer. Since German trade wes
almost onmtirely limitod to the Continent, the war-+imo devel opment
is more cleerly revecled by ezxemining the shure of cach wrou in
Germen trade with the Continent elone.

Teble 3. Percentage Participation of Verious Regions in
tho Trade of Germeny with Continentsl Burope

1926;1939119L0{1911 1942|1943

From: Imports of Groater Germeny
Southeastorn Burope 3.1 26| 29| 2. aa | 22
Eastorn Europu 6 71 2 1 1
Northern Europe i 221 21 § 17| 13} 15
Wostern Burope 1017 280 hot L6 L6
Southwestern Buropc 19 | 15 243 19 1 15

Total for REurope 100 |100 {100 {100 |100

Tos ixports from Greator Gormeny
Southeastorn Europo 30 50 25 27 29
: 5

Baestern Buropa g € 5 5 L
Northern Europo 221 2%, 23 | 22| 27
Western Europo 2h 18 ] 25 ¢ 24 1 26
Southwastern Europe 194 22 1 2, 22| 18

Total for Burope [100 100 100|100 (100 {100

As the toble shows, tho psrticipation of the differcnt regions in
Germen continentel wxports remained necrly unchenged during ths wer.
Indoed, the Germun controlled rugions of Southesstern end Northern
burope cech geincd sbout 2 por cent. With regsrd to imports, how-
uver, the incorporection of Austrie, Sudctonland, snd the Protcctor:zte
incrcased only temporarily the importonce of Southecstorn trede ro-
letions. In contrast, after the occupstion of Western Burops tho
combined deliveries of France, Belgium, wnd Hollend increasad
repldly, emounting to nesrly one-nelf of the total Gorman imports

in 1942 snd 1943.

Tho dominunt position of Westourn Europe «s the source of
doliveries to the Third Reich would be mors cloerly cvident if that
pert of the forevign trade whieh is not included in ths Gorman stete-
mente glso could bs tekon into eccount. This, however, can be done
only in z very rough menner. 4 considereble pert of the Germen~
Notherlends trude is probebly not included in the roports. Although
it is cxplicitly steted that the Gormen figurcs includc the tredo
with the Nethorlends, sctuclly & substenticl volume, espocially of
the Notherlends vxports, muy not be covered by the trode stetistics
sinco no customs or uxchango borders cxistoed botween the two countriocs.

1/ 8e¢ thoe cnnototion on Tublc 2.
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oinp ness--which pertdins only to theé German-
ade==the report ig affected by the fect that the
ics do not include the so-called "Veredelungsverkohr" (goods
;abroad for processing and thenfrc-,imported).,j Before the war,
s trade was relatively smell (value of finished goods,; reipported
r’improvement = R 32 million in 1938), but it bocemo very im-
1t eftor the occupation of Belgium, Hollend, cnd Prence when
tlmost cll Wostorn Europoan industry wes incorporuted in “the Germen
wer geonomy. Thu cleims which origincted from "Lohnvercdelung” mey
wccount for about LO por cont of tho grp between tho vxport surplus-«
calouleted cecording to the trude stutisticsw--nnd the cloaring cleaims
cguinst Gormany. ‘Tho origin of the clearing cleims of the throo
wostern countries muy ‘be cstimated very roughly s follows:

Clowring Claims of Westorn Europs Ageinst Germeny
(ct the end of 1943)

Origineting From Billions of RM

Export surplus 6-7
Improvement trode 2-3
Remittarces of workors 1-1.5
Other scrvicus end cepitel

imports (penctrution) 2-3

Total 13.5

While occh Europesn region hcs an uwctive cloering bvelence
eguinst Germeny, only Westurn Europe shows on active trade.bszlconce
while #11 othor rogions have an import surplus, the cloaring cleims
origincting from sorvices supplied wnd other sources. The following
toble shows o rough ostimate of the composition of th¢ clearing

elancos of the different Buropesn regions gguinst Gormeny:

Clvaring Baleneos of Buropean Regions Agninst Gormaeny
4t the End of TOL3
(Billions of RM)
Cleims from

Import servieces end Cleering

surplus othor sources balance
Southenstern Burope - ' + 3,0
Eostern Burope
Hor thern Europe
Westorn Europe
Southwestern Burope
Total Europeen Continent

+

. [ )
AIND DO O

o oo
(ST NVENVER BN

AOID O POAN

-
+

o

.

1/ Considercd from ¢ gonorel cconomic viewpoin®, & substenfial part

T of the Buropesn foruign trede normelly consisted in "improvement
trade”, meny rew metorisls cnd hel f-finished products being ux-
ported to & noighboring country :nd reimported in the form of
finished munufuctures. Before tha wer, however, it w.s only the
txcoptionusl cusus whurc such shipments wers covered by spceifie
contreets botween suppliors und menufactursrs thot wore regardod
ts "pessiver Veredelungsverkehr” wund the merchendiso involved ves
oxcluded from the foreign trade stctistics of most Buropeun

(sontinued on following pure)
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; tern and Erstern Burops orlrlnated :
; _services end remittancos of foro oign workers. i
'k however, roso from deliverics snd services to -
ﬂn Army: in-tho s“tolllto countries.. In the occupied countrles
ements of the Gormen Army werc S&ulsflbd by occupttion con-
1ts: grantod by the Central Bunks to the Reichskroedite

‘no- claaring ¢laims ‘originetod out of deliveries to tho
occupat1on army.

In Northarn and Southwostorn Burops, the clecims origingted
from improvement trede, trensportotion services, romittcnces of :
foroign workers from Gerneny, to & smell extent from interost tnd
wortizition of old Germon debts, end--in the cose of Dermrrk=—from

sdyvenices to tho occupying govermmentel end somi=-govormontel au-
thorities.

1/ countrices. [s & moticr of feot, The Gormen str+)stlcs, whlch
7. formerly did not include this cetop gory of trude in the "spoeicl
trado", were cheflged by tho lew of Murch 31, 1939. This inno-
retion, however, wes probobly cancelled during the war end the
Pigures of the semiofficicl CGorman stetemonts of the trede
during the wer do not include the trede in foods sunt cbroed

for processing.




Beperations for Russia Al exander Gerschenkron

I. 'The Terms

Armistice ugreements, at the negotiation of which Russia
has acted on behalf of the United Nations, have been signed with four
countries: Rumania (September 12, 194L), Finland (September 19, 194lY,
Bulgarie (October 28, 194), and Hungary {January 20, 1945). In sach
of these agreements the obligetion to make repurotion psyments hes
been imposed. The Bulgerian cgrecmont need not concern us here.
#lthough reperations huve been provided for under the terms of tho
agrooment, thelir megnitude hes not bean determined; morcover, in gll
likolihood they will be pcid not to Russia, but to Areece and Yugo-
slevia,

In the threo other cases, reperation payments have boen
ixod in U,S. dollars wnd tho period of payment is uniformly six
yoars, The totel bill payeblo to Russia, end tho anmuzl instalments,
urc shown in the following teblo:

Reperutions to Russin

Totel Bill Feymont over  fnnual Poymonts

(millions of (Yoars) {m=illions of
7.8, dollars) U.S. dellers)

50

Rumania 200

6
Finlend 300 e 50
4

Hungery 200 55-1

oo 13227,

Czcchoslovekin cnd Yugoslavie togethor zre scheduled to
receive 100 million dollers from Hungzery, but no stipulctions re-
grrding the division of this sum botween the two reeipients were
included in the original agrocmont. 'The inposition of repurwtion
payments for Russie and the two countrics just montioned doss not
rrejudice the claims for duw.ges inflicted upon othur Allied Strtos.
This has beon oxplicitly stoted in wll threo ceses.

The cgroements coerry the uniform provision thut repurations
are to be peid Min kind". Tho types of repuaretion commoditics eare
indicatod.l/ This mode of dotermining reprration paymencs immodietely
reiscd the question of evalucting the riperution goods. Therofore,
tdditlonsl egreomonts with Finland cnd Rumcnia becama nocussary. The
solution ndopted in these instances wes then incorporated in the
egreaniont with Hungery, which is the most recent.

1/ Rumenic: O1) products, gredn, Gimbor, Sor ind FIver craft, o
- verious mechine cquipment end similer products.
Finlend: imber, paper ccllulose, see cnd river ships, &nd
virious mechine squipment.
Rungery: Machine equipment, river creft, grein, livestock, ete.




1I. Evaluation of Reparation Delivsries

The concept of "reper.tions in kind” mekes evelustion of the -
delivered goods unnecessury only if the total -reparstion bill hos beon
statod in terms of specified quantities of specified commoditics. £
ptrt of the German repuretions undor tho Trooty of Vorsailles wie.s to
be delivered in kind wnd the quantitics of individutl cormoditics wers
sxectly proseribed. Yot cven in thet cmse the total veluc of those
deliveries wes to be crodited to the aggrogato Torman reperetion
tecount, Thus, also in this case tho eveluation, i.c,, pricing of
the individusd commoditics, wes nxcessary wnd provisions for such wa
cvelustion were ineluded in the Trecty.

Tho agrecments under considerstion refruin from speeifying
the quentitics to be delivercd. Therefore, the stotomont that the
roperetions cre to be paid "in kind" mecns in substoneo thet tho
Russien Govermment is under obligation to rccept poymonts in zoods
&nd must not claim peyments in foroign oxchangs or gold., 9n ths
other hend, peyments in kind meyv be interpretod as signifying nlso
an obligction on the pert of tho reperation debtor to pey in goods
tnd not in foreign oxchenge. Somcthing more will be seid ebout this
inter. Thus, the significance of peyments in kind lics in the faet
thet the difficulties inhercnt in the trensfer of monctery poymonts
ere obvisnted. But it would be premoturo to essumc under all eircum-
stances thet this zlloevigtes the position of the repurstion dobtor,
&s comperod with roperutions in nonecy.

After tho publicetion of the first two tgroemcents, there
wes o groat denl of speculution os to the mothod of pricing theo
repuration deliverios. 4 number of possibilitics were discussod;

1) Current prices in the loesl curreneioss of the reparcation
debtors could hiuve been choson, end thon tronslated into dollers ut
the pro-wir officicl reto of oxchange.  This would moen thet the
burden of roperations would be diminished by the cxtont of the
VROrmOUS risc in prieccs which hos occurrcd in the debtor covntrics
sinco the outbrosk of ths wer.

2) The prices of any onc of the pre-war veers could bs
chosen wnd convorted into dollers ot tho pre-war rute of oxchange,
Sinco the megnitude of the burden verios inversely with the level .f
pricos, the choice of o depression yeirr would benefit the craditor;
thut of ¢ prosperity yuur, tho dsbtor.

"

3) An wttempt might be mede to detormin the curront "4rue
atc of exchungo of the debtor surreney from price comperisons in

thut ocountrv gnd tho United Stetes, In thie svent, curront price
in the debtor country would be uscd. Assume thot in, scy, 1928 ¢

i
ie

5
GZ3 th
W.s en oquilibrium botwecn the reletive prices in the Unitod Sto
'nd the debtor country, on thu cne hend, .nd the officicl rete o
uxchunge, on the other. IFf this was thy ces5u, this mothod would
differ from (2) in thet the repoarwtion burden would be diminished by
the rise in prices thut hes takon plice in the United Stetes sines

1928,

here
tos

e
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. L) e exchengs rates as now esteblished between ronoration
dobtors' currencies and the ruble right be brought inte the picturae,
end then either the parity rete of $1 = 5.20 rublos or onc of tho
special ruble-dollar rates now in uso might be employcd to convert
the current prices in locsl currencies into dollars,],
45 o mattor of principle, none of these methods possesses
tny ebstrect superiority over the othor. Thero has beon some tondency
to rogard the "true" rate-of-oxchange~method s particulerly cquitable.
Such un ettitude rests upon en implicit ossumption &s to the intcntions
of the perties concorned with respact to the reoul burden of the rene-
retions. In rewlity these intentions cen be deduced only from the
methed used to eveluate the repervtion peyments. The choice of the
doller =5 the unit of measuremont doocs not necesserily moon more than
cxpressing the velue of reperetions in s stoble zold currency. The
roletion of $35 per ounce of gold hus boon erxprossly incorporstcd in
the sgroements. It would be possible, of course, elthough hopeloss
on the brsis of prosont information, %o usk whesther the reperation
burden is equituble relative to the demage inflieted by the individual
reperction dsbtor., But to do this we heve prucisely to know the burden
of reporations.  Thus, tho method of eveoluotion should be judged on the
besis of expedicncy ruther than on thet of principle. Onc method can,
of course, bo more or less frverable thin enother to the ruparction
dobtor.

The actucl mothod chosen by tho Russisns sftor the con-
clusion of the Finnish snd the Rumcnien cgreements wes the following:
The roperetion goods will be owlunted nt the world merket prices of
1938; furthermora, thesc prices will be inersasecd in the cuse of cori-
culturel goods by 10 por cent end in thut of industriel gocds by
15 per cont.

Y cdventege of
£ lerge number of re; oods ore shinderdizod
typicilly truded in well 38 ot Far gonds such
1, whert, end timbor, nricos ore tod in dellers or in curron-
» thet, in 1938, worc frocly eosnvertibic in dollors., Tris
mothod abviates the use of oxcha 2G ru of the repuration dshtsrs,
The cheice of 1938 sugcestod itsolf as t .St full pre-we
In thet yesr, however, prises of importin
raached the bottom of tho roeussion thot zan in 1937,
tween the high in 1937 wnd the low in the wheot price
ebout 59 wnd the timber price by ochout &€ cent. The avere
for the whole year 1938 erv sonmovhet higher, but the choice »f
yeer wndoubtedly imposes o lurger burdon an the Acbisr thon WO
¢ither the priceding or succeuding your.  The upwerd cdjustmept
10 tnd 15 per cont is probebly intended to teke into account the
fact that & yeer wnfivoruble o the debtsr wes cheson. On tho cther
hend, the highor premium on industricl rricus eppurently tokes ints
tecsunt thet industriel pricus hews risen nore th cgricul tural
prices in the debter countrics during the present wer.

wxehonze rats
o 1 ruble; wnd thet ot
1 ruble.
ruble; thoir ussc o Bo v
dubtor.
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IT1I. The Composition of Deliveries

If the reparation deliveries consisted of only one cormodity
in each country, it would be possible to compute the reparution burden
in terms of this commodity. Thus, we could say that 300 million doilars
at the average prices of 1938 plus 10 per cent could have bought %£9:8
nillion bushels of wheat; or about L} billions of standards of savm
timber; or about 240 millions of barrels of crude petroleum.}/

Assume thaet the reparations consisted only of one commedity
or, more broadly, that, quuntitetively and quelitatively, the COnpPO-
sition of roparation doliverics was determined ut the outsct. In
this case the peying country would neturelly bo conoerncd s to the
rolation of the merket prico of the roparetion good or goods to othor
pricos in its cconomy, end purticularly to prices of exportablc goods.
If the merket price of the reparstion commodity rose more than othor
export pricos ofter the war, this would--ceteris paribus~-make the
terms of trude in the normal cormerce of the puying country luss
fovorable thun they would huve beon in the absence of roparstions.

If the priso of the repurction commcdity luggoed bohind other export
prices, this porticuluar disedvintuge would not Lo felt.

The problom sssumes practical significenco becauso the
quantitative composition of roparction deliveries muy not huve bocn
fixod. Only tho types of goods have boon made publie. 4Accordingly,
it is to the wdventego of the dobtor country to huve the reperwtion
delivories be composed primerily of cormoditios tho prices of which,
since 1938, huve risen less or fellen more than those of other com-
modities included in the agroements,  If the price of wheut hed
doubled from 1938 while the pricu of timbor hud trutloed, the repo-
ration debtor would profur to pay in whewt. By oxporting timber snd
oxchenging it for wheat to be then dolivercd to Russie, 50 per cent
more will be crodited to tha reprretion seceount then if the timber
werc delivored diruetly to Russia. The opposite is in the intorest
of the reparstion roceiving countryv. Thus, the composition of ropus-
rotion deliverics hes sigpnificence in determining the velue of rope-
rations in real terms. By insisting on w cortuin composition or by
cgrecing to another composition, the Russiuns cen ruise or lower the
rupsration burden.

Nothing hes boen seid as to whother the roparetion goods
rust heve their origin in tho peying sountry or may be bought in the
world merket. If the lutter is trus, the debtor country would be in
¢ somowhut botter position in thet s larger range of quantitative
variction could be proposed to the Russiens. Russie would probably
not objoct too strongly in such cusc. But it is unlikely thot she
would refrein from ruo-uzporting goods roceived on ropart.ticn zecount
if this should prove wdwentagzosus. Almost wll roparwtion goods nemed
in the recent .grsemunts wre more or 1luss rogulerly ocxported by Russia.
Sceond, Russie may not be willing to aceept peymont of roparations
in forcign exchenge, say, in dollars. Tho arrangement scems to imply

Bulletin of Statistics, 193%9.

I/ ThU pricés used Word Tokon Trom Loeugue of Nutions, Monthly
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the duty of the peying country to Poy in goods rether than in forcign
oxchenge. Otherwise, Russia would obtsin dollers of the current pir-
chasing power, which is smeller thon thut of the 1938 doller, cxd,
besides, would forogoe hor right to sgrec or not to agres to the com=
position of roperatien puymonts.

In the cese of monotary ropargtions, e full in pricds wsuld
increnso, end o rise in prices diminish, the reperstion burden. If-
prices rise over the period of the six yeurs during which reperutiong
rre peld, then the 300 million dollers fixed cs monetary reparution -
end adjusted upwerd for the riso in doller priccs during the wor
would-~transfer problem wpert--hevs beon moro favoruble to tho poying.
eauntry thin the present arrengement of reparations in kind.

IV. Reperetions ond the Economy of the Peying Countries

Since neithor the oomposition of repuration doliverics nor
the present wnd future econonic situstion in tho paying countrics is
knowm, it is possible only to compure the monctary veluc of the repe- .
rations with the portinent megnitudes in the Pro-wer yours, Moreover,;
ons gencrul romerk mey be in order, The sutstending fosture of the
Ruscian roparution schodules is their oxtruordinwrily short durction,
Howover lerge moy be thoe burden they imposc on the populction of tho
puying eountries, tho feoling thet thoy will be repeid by the end of
1950 will go « long way toword meking then cecepteble. It is truo
thet the roparctions start ot o time whon the seonomies cre dis-
ergenizad and Inpoverished os o rosult of tho wor. But the seme is
true, and probavly to e lerger cxtent, of Russig.

&) Roperctions cnd Nationel Ineome

A& heavier roletive burdan seums %5 huve besn inposed on
Finland then on Hungary and Runcniso,

£l Roperetions  Anmuel Roporeations
Pre-Hear €s Percentoge of Per Cepite of
Netionsl In mn@b/ Netionel Incomo tho Populaticn
(i1T1°ns oF d37%ers) {Por cont) {Do1ters)
Tinlend 775 6.0
Runc.aie 1,100-1,300 3.3-5.3 2.50
Hungery 930 5.3 5.80

1/ Hungerys Ne¥ioncl inmenre Tor 1937/38 given 705 wmiliio
- (Hungerian Institute for Seon-mie Rescurch); rote
chenge $1 = 5.06 Foengl,
Rurwnin: An costinete for 1938, suggested by Dr. Furth, =nd
sn ths essumption thot the netionel income of 1932
100 billion lel (Leegue of I tiosns, World Beonomic
19%38/1579) roso until 1938 proportisnctely to Lho
plus 10 pur eunt upward cdjustment for inero.ss in
nloyrnent; $1 = 142 lei.
Finlends Mationel income for 1928 given by Professor Lindbor
(Fereator, Scpt. 11, 1943) as Finnish Marks 3,5
reto of oxchenge 41 = L5.5 Finnish Morks.
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In tho cases of Runenic and Finl cnd, the territorigl losses
sty Russia may be ussumcd to invslvo & roduction of netional incsne by
rbout 15 por cenmt: ‘In cll cuuntrivs, the netisnal inecmo will be :
severely out ag e rasult 3£ the wor. In Runcnia and Hungery, the land
reforms erc likely 5o reduce the praoductivity »f -ericulturc for o
number of years. This rmust nmeko the wnnual reperation burdon quite
substenticl in relation to income. Under thu terms f the Young Flen,
tho Gorman annuity was fized at 2 billion rierks which equallod only
2.6 per eont of the natisnsl incomo in 1929. The Germen netionsl in-
cona of 1929 hud totuelly beon erewntad imodi&tely prior to the con-
olusion »f the Young sgrecment, vhile the 1928 level of nationsl income
in Finlend, Rumenin, wnd Hungery will not be rastored for o masber o0
yoecrs. The presont roperotians mey therofore appewr rather haevy.

Yot the Young ennuitics were to continuo for fifty-nine yeers!

b) Reperations and Exports

The snmual reperation payrients of 50 millisn dellers cone
stitutes wn epprecicble propoertion of tho exports of the throo
countrios concerncd:

fnnucl Reprrutions os Poercontego 1/
=f Averwze Anmucl Exports, 1 35—1938—4/
' (Pur cent)
Finland 29.2
Rumenio 29.6
Hungery 32.8

#805in it mey bo notod thet ths Young anouity wes only
16 pir cent »f the Germen sxports on en enmued evereso 1926-1920,

Russia's 1939 trede with Purenic and Hungary w.s virt
nonoxistent., In the cusce af Finlend, Russia's shure in Finndish
tradog/wes very 1ows

Imports Exports

(Fer cantj (F3r oont)
1335 1.37
1936 : 52
1937 -5

1538 52

This mewns that poyment of roperations
t. considerable chunge in the pe.tturn of trude 3P th
debtors. For if Russia's shurc had boen high in the
countriss, they c-uld reducec their impor®s from Russi
telning the distributi:n of tho raveining trede pore
£5 1t is, oy purt of roperation exports muy be présumsd G
"edditisnel " end thoir inports fron & nunbor s countrics will b
ta be reduced. In soms cesus, this reduetion nmuy give rise t: ro-
telistions which ney reducs cven further their vEports to tho warld

i
n
C.

1/ Computed From Loogue oF Netions, Revicw ~F World Trado.
T/ Stetistisk Arsbok fdr Finle d, 1939. '
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outside Kussia. Thus, Finland mey still endeevor o sell her timbor
in Prence but prefor to use the procoeds for purchnses of American

nachinery rather then French luxuries. Thereupon thoe Froneh ney try
to lirit imports from Finland.

In viow of thesa repercussions, the difficul ty or reccjust-
ment, end the faet that, with the chenging structure of hor foreign
trede, Russia ey continue to purehese wbrocd grods of the roperstion
type, some of the chenges in the puttorn of tr.de nay becone permanont.l/

c) Reparations, Texstion, snd Militery Expenditurec

The reletisn of reparations to the 1927 revonues from tores
end customs dutios wes gs fcllowszg?
Anmuel Ropurstions es
Porcontage »f Total
Revenuos from Taxes Rucoipts from Texes
»id Custons Dutiocs end Customs Dutics
(M1l1I5ns of dollcrs) {Per cont)
Finl and €6 75
Rumcnia 185 27
Bungory 146 3,

4t leest in Finlond the roperations will necessitcteo maine
tonance of taxeticn on a ruch higher lovel then before the wer. It
should be noted, however, thet bef-re the wor Hungery wnd Runcnia
dovated a very appreeiabla ptrt of their revenuss to militery cxpendi-
ture. Thus, es egerly cs 1936/37 Rurnania spent -n erny ond reernanent
about 70 millien dollers or 38 por cent >f her revenucs. In the lest
pro-ver yfur, Hungery's militery budgot wmounted to 201.8 nillin;
pengo or 40 willin d>llars -r 80 per cent of the wnnual roparation
burden. In b:th cruntrioes, tho ronl expsnditure on erruients scons
t> hove ezcesded the figures of ths srdinery budget considorebly.
Orly in Fintand, where the militery expenditurg Hf 1638 w.s 14 willion
dollars, would this sun roprosent not nuck rore then o quartcr < the
annuel reperction burden.,  But slss in this ease inclusin ~f coane
corlod expenditure wawld reisce the relution t> reporatiosnste cbout
LO per cent. Thus, in Rurienis the ennunl reperction burden will be
e nsidorubly, snd in Hungory probobly smewhet, smellor then wes tho
arméuent cxpenditure bofarse the war. fThe nilitery oxvenditure during
ths war corteinly s a multinle of the repuretion burden. In the
1oll budgot, Rumania rosurves 148 Billi~n 1oi for wer cxpoenditure;
dafloted by the rise of pricvs butweon 1939 unl 1944, this sum
crounts to 21.5 Hillion pre-wer lei or chout 218 nillisn dxll:rs,
thet 15, more than L times the repersatisn burdon.,  The corraosponding
figure for Finlend, in 1903, is r1nsst L tines highor then the snnuel

ruparation poyment.

It Is rovorted thit o pipe 1inc Fl:9sti-Lisew 18 In Tho Procoss
of eonstruetion. It is unlikely thut it is t5 bo uscd only for
tho short period sf six yours.

/ Figares from Stetistisches Jehrbuch ir des Deutscho Reich, 1938,
and Statistisk Zrsook 7or Finlend, 1339,
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In conclusion it may be seid that there is little doubt
thet reising reparitions end exporting goods the value of which will
be a very sizecble part of nitionsl income, tot:l exports, end stete
revenues will mcke meintencnce of price and/or import controls
ineviteble.l,

V. Roporations cnd the Russicn Economy

Given tho size of Russic in relation to thet of the repa-
retion debtors, the reperetions cennot be cxpectod to egmount to much
in reletion to Russic's notionel income. Still, they oro not wholly
ineignificant., The totnl velue of reparetions of 133-1/% million
dollers cmounts to sbout one-third of on¢ per cent of Russia's pro-
wor notionel Income. Teking into sceount the effeets of tho wer,
the reletion may be es high as one=ntlf of one pur cent., Assuming
thet Russin's netionrdl incoms will bo rostorud to the pre-wir lovel
within six yoars, tho rolation of reperations will be about one-hul £
of onc por cent in the first cnd onc-third of one per cont in the last
reprration year.

It is perheps moro portinunt to comp.re tho roparutions with
factors heving dircct bearing on Russic's intormational cconomic po-
sition, that is, gold production wnd foreign trede. If tho cssumption
of &n ctnnual productiecn of 250 rmillion dollurs is corroct, the rupa-
retions from the throe countrics equel cbout 50 por cent of the valuc
of the nnnucl gold production. It should be romemberoed, hovevur, on
the one hend thot the reparation dollars are on the besis of 1938
pricos plus 10 €0 15 per cent cdjustment white the gold production
would presumably poy for imports of goods bought at consider:bly
mora then the 1938 prices; on the othor hund thot gold allows of pur-
chascs throughout the world, whilc the roperution goods are limited
to the reoparction debtors,

Because of the smcllness of Russig's foreign trede since
the incoption of tho Sveond Five Yorr Flen, the roletionship botween
repiretions :nd Russisn imports is reothor improssive. On an annucl
cverege, Russicn imports in tho yoors 1934-1928 cmountcd to 233.7
pillion dellurs.  The ennucl reserctions thus would emount to almost
65 pur cent of the cnnurl imports. However, Russiun imports in tho
immedicte post-wer poriod mey b> expcetod to wmount to a mul tiple of
thosa in the last yours of tho inter-ver period. If the crmucl Pussicn
imports in the first six yoers fter the wer should he in the
of, say, 1.5 billion dnllers, then the velue of roperati
only chout 9 por cent, plus an edjustment for the
twoen 1538 cnd tho ycars of the deliveries. Evan
ere by no merns insignificent in tho eguregate of Russia's
sconomic releotions in the pest-var puriod.

i/ t . r. membaor

nd this hes boun oxpliol
1 his speech on Fobrucry






