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FOREWORD

THE author has chosen an opportune moment to
set forth in this book the basis of the Dawes Plan,
its actual accomplishments and the outlook for its
continued successful operation. The subject is of
great importance to the business of the world be-
cause of its vital connection with the movement of
commerce and the flow of credit, and it is of serious
interest politically to all the governments of Europe
and to the United States. At present, this import-
ance and this interest are greater than at any time
since the first few months of the operation of the
plan.

The announced purposes for which the Commit-
tee of Experts was convened have already been
fulfilled. Those purposes were the stabilizing of -
Germany’s currency and the balancing of her bud-
get. By the codperation of the governments signa-
tory to the plan, German statesmen and financiers
have been enabled to accomplish these results. In
addition, toward the fulfillment of the broader pur-
poses of the plan, great progress has been made.
For three years the subject of reparations has been
removed from the sphere of acrimonious debate

in the parliaments of the world, confidence has to
vii
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a considerable extent been restored, and long steps
have been taken toward the restoration of normal
relationships in the movement of credit and the
goods of commerce.

The third year of the reparation settlements un-
der the Dawes Plan has been completed and in less
than another twelve months the period of maximum
payments will begin. There have been numerous
prophecies of failure and the date of the predicted
failure is now drawing near. Public and private dis-
cussion of the subject is noticeably mounting,
month by month. What are the probabilities of the
continued operation of the plan, what would be the
consequences of its collapse, and what agreements
or agencies could then take its place, are questions
on which all bankers and business men and all the
statesmen of the world need and desire every means
of forming a sound judgment.

The author of this book is admirably equipped to
supply and interpret the information necessary to
reach such a judgment. Mr. Auld was graduated
with honours from the University of Vermont. He
served during the war in the United States Navy as
a regular officer of the Supply Corps and Chief
Accounting Officer of the Navy and received deco-
ration for distinguished service. He was attached to
the American Commission to Negotiate Peace in
1919 as an assistant financial adviser. From 1920 to
1924 he was Accountant General of the Reparation
Commission and in September and October of the
latter year he assisted Owen D. Young in installing
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the Dawes Plan. He is now associated with a well-
known firm of certified public accountants in New
York City. He has been an active’ participant in
the world-wide discussion of reparations, contrib-
uting to newspapers and magazines both in
England and the United States. His article in
Foreign Affairs (New York) under the pen-name
of “Alpha,” which appeared prior to the organiza-
tion of the Committee of Experts, attracted wide
attention and favourable comment. The reputation,
thus gained, for independence of thought and clear-
ness of expression has been well sustained in articles
that have appeared since that time.

This book, the reader will discover, is not only
timely but informing, clarifying, and convincing.
Just as “Alpha” in 1923 gave a new direction to
the discussion of reparations, so, in this book, with
the same courage and independence, Mr. Auld pre-
sents a2 new, vigorous, and hopeful discussion as to
the effect of the revived movement of international
credit. The position taken in both cases is essentially
the same, but it is now fortified by the course of
events.

Rurus C. Dawes.
Ecanston, Illinois,
September 8, 1927.



PREFACE

Since a few months after the signing of the
Treaty of Versailles an influential school of thought
has been committed to a body of doctrine built
around the proposition that the mechanics of
exchange will seriously hinder or prevent the
“transfer” of German reparation payments into
foreign currencies suitable for use by Germany’s
creditors. The various ideas of this school have been
best set out in the writings of certain English-
economists, notably in those of J. M. Keynes,
who outlined these doctrines in two widely cir-
culated books, The Economic Consequences of the
Peace (1919) and A4 Revision of the Treaty (1922).

The conclusion to which these ideas pointed,
and still point, is cancellation of the reparation
debt—not in due time when the continued payment
of reparations shall have accomplished its purpose,
but prematurely, in the near future, as an unavoid-
able consequence of the operation of economic law.
Further than that, on the principle that something
which is bound to come in the near future would
better be brought to pass right away, immediate
cancellation has consistently been the avowed aim
of many of this school.

x1
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Acceptance of the proposition that the transfer
of payments cannot continue has led to two other
conclusions, both of which follow logically from the
premise. These are that it is useless to ask whether
justice and the highest expediency do not recom-
mend reparations as a means of relieving the dis-
proportionate burdens laid on France by the war;
and that it is superfluous to try to find out what -
those burdens really amount to in comparison with
those of Germany. These considerations being ir-
relevant, that which remains as a basis for interna-
tional policy is simply to persuade the French that
their burdens are inevitable and that the ills at-
tendant on carrying them without relief should be
‘borne with equanimity.

Outside of France these views gained a powerful
hold-on economic thought during the bitter con-
troversy which in 1923 culminated in the occupa-
tion of the Ruhr; and in England they determined
national policy on the reparation question. That
policy may be said to have represented the at-
tempt of economic science to solve a problem
compounded in reality not only of economic factors
but also of elements deeply concerned with social
philosophy, the political arts, and the practices of
international conciliation. The science of econom-
ics, working through the channels of British foreign
policy, conspicuously failed to cope with it.

It failed not solely because the problem was
broader than science, but also because in the field
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of economics itself only a single aspect, generally
speaking, received attention, and that aspect was
seen indistinctly. For the supposed new law regard-
ing foreign exchange was only a half-formed hypo-
thesis. It succeeded among economists almost too
well. It was enthusiastically acclaimed and passed
into the portals of the science before it had been
tested. And this began to have its embarrassments.
For, where the hypothesis conflicted with the
teachings of economic history, the latter had to be
ignored, and where it failed to fit in with economic
facts currently appearing in related aspects of the
problem, other hypotheses had to be hastily con-
structed for the purpose of explaining those facts
away.

With the coming of the Dawes Plan in 1924 these
doctrines suffered a temporary eclipse. A majority
of the members of the Dawes Committee were
business men of large outlook and broad experience
in affairs, and the plan that emerged was founded
on the proposition that reparations ought to be
and could be paid. But many of the other school
remained unconvinced that the plan would work,
and to-day they are confidently predicting its col-
lapse in the year commencing September 1, 1928.

The doctrine of the mechanical impossibility of
debt payment and its related doctrines, when
dissected, are seen to be based on misconcep-
tions regarding the nature of world economic re-
lations and the effect of the war upon those rela-
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tions. By reason of the new position of America as
the great producer of surplus capital, none of the
difficulties heretofore predicted as beingcloseat hand
have yet appeared. The loans being made to
Germany by American investors are performmg
a dual function. In their broad economic signifi-
cance they are rebuilding Germany. At the same
time, in the mechanical aspect of exchange, they
are providing, in a wholly natural way, the dollar
exchange against which the reparation payments
are being transferred out of Germany. We are
warned, however, that this cannot continue—that
it is abnormal and dangerous for all concerned.
This warning is the latest and at present the
most crucial form which the doctrines of disaster
have taken. Like its predecessors, it will not stand
the test of careful examination.

All these ideas, however, have elements of
plausibility, they command a certain measure of
belief in high places, and, in consequence, they are
potentially destructive. For the Dawes Plan and
the system of investment of American capital
abroad, which now meshes in with it, operate as
integral parts of the world credit structure. That
structure rests on public confidence and that con-
fidence these doctrines directly attack.

The breakdown of the Dawes Plan, which the
dissemination of this philosophy promotes, would
be a grave misfortune to the Allies, to Germany
and, in a less but still substantial degree, to the
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United States. France needs reparations, and the
French are unable to see any good reason why, in a
world at peace, with good faith and judgment in
control at strategic points, France should not be
paid. A crisis in Franco-German relations such as
would be precipitated by a suspension of reparation
payments could scarcely fail to have seriously ad-
verse effects on the recovery of Europe, on our
own export trade, and on the fortunes of our in-
vestors.

As these words are written, Mr. Keynes provides
a clear-cut text for much that appears in this book.
In The New Republic of August 3, 1927, he says:
“Dates which were distant creep nearer. The
Dawes Plan will break down according to schedule.
The question is—what will be the price of its modi-
fication? How considerable a crisis will have to be
provoked in Germany’s affairs before the facts are
admitted?. .. It is probable that the authors of the
Dawes Plan did not expect their scheme to work.”

That a renewed agitation over reparations was
due has been clear for some time, The words just
quoted indicate that it is definitely under way.
Like previous movements of the kind, it will gather
up within it not only those who believe the trans-
fer of reparations to be impracticable but also
those who hold various special views in opposition
to the purposes of the plan, including not a few who
feel that the required payments throw an unfair
burden on Germany. A new class which the move-
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ment now beginning seems also to be attracting
‘consists of those who imagine that the transfer of
reparations will in some way interfere with the
transfer of interest and of capital repayments on
Germany’s foreign commercial debt.

Placed in its proper background, this agitation
will prove harmless. To provide such a background
for American readers has been one of the chief
aims in the writing of this book. An understanding
of the nature of capital and its movements in the
world system gives to the dark prognostications
which are being uttered on the subject of transfers
and loans the appearance of mere superstitions.
And a study of the effect of the payments under the
plan on the burdens of the principal nations con-
cerned indicates that the fairness of the settlement
cannot reasonably be impeached.

The American attitude will be the greatest single
factor in the chapter of the reparation controversy
that is now opening. Our investors, manufacturers,
and farmers have important interests at stake,
and the weight of their combined influence on
European affairs is prodigious. The guarantee that
the Dawes Plan will stand the coming test lies in
the intelligence of the American public, in the
capacity of the layman—the true practitioner of
economics and the real moulder of economic forces
—to form his own judgments.

Two Americans, Charles G. Dawes and Owen D.
Young, played a great part in the making of the
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plan. The American people have had confidence in
the fairness and practicality of the settlement that
was so largely the work of those men. If the weight
of opinion in this country remains in the scales on
the side of sanity and stability, nothing but the
unlikely contingency of a campaign of out-and-out
repudiation can seriously threaten the plan and the
movement toward world recovery that it promotes.

G.P. A.
New York, August, 1927.
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TABLE 1

NATIONAL DEBT INCURRED BY GERMANY

(See text, pp. 232-237.)

DOLLAR VALUR

DEBT CURRED (4} DOLLAR VALUB OF DEST
(billions of marke) O Tor s Albillions of
. dollars)
INTERNAL PRE-WAR DEBT (amount at 1914). . .ovvvuenen.... * 5.0 | (gold par) .238 1.2
InTerNAL WaR DEeBT:
{2 8.0 235 | 1.9
D 12 teseserarans 21.2 206 | 4.4
I9T6i. . ivineisennrsonntanes Ce e s seeraraansersasisnatans 28.3 Ja83 | 5.2
(53 & resensnennsennsoes 34.5 41 | 4.8
) 1] 3 N tensasevsreniatennass berecsasiarsenas 47.3 159 | 7.5
Total.vovviviiiniininiinnnnn, fesrereaaretenes 139.3 171 23.8
32.2 032 | 1.0
67.5 017 | 1.2
93.5 .o12 | 1.1
zt 5 0045 | .1
1922 (last 9 months) 2 0016 | .3
1923 éﬁm 9 months). . .. b .3
T 217.7 4.0

90¢
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ToraL Intzanar Dear (extinguished by inflation and demone-
tization of old mark). oo cvvviiiinnnn. Cerserecansianas (c) 362.0 29.0
Gowp Loansor LATE 1923, . e oiivviiiiin i 45
Orner New Dzpr INcURRED SiNcR StaBiLizaTioN TO Marcr
LY R L7 23 g 3.95
Total newdebt.....ccooovnrevnniienniannan, SR (d) 440
Less foreign loan of 1924, repayable out of reparation an~
nuities. . ...... eeettteieeetanerierietetaraaaenas .90
Netnewdebt. ..o voivieiiirnrairearnrrerennanns .50 d 238 .8
REPARATION DEBT (estimated value at 4% of annuities under 3:50 | (gold par) .23
the Dawes Plan—see text, page 220). .o .ovvvvvenenn.... 37.80 | (gold par) .238 9.0
TOTAL. ceceeraieraeacansassesnencnranans . 48.8

Total debt incurred, 38.8 billion dollars.

1920 population, 60,800,000.

Per-capita debt incurred, 8638.

Equivalent to 34.9 months’ pre-war income (indome estimate by Helfferich)
(see general note appended to Table 11I).

E. ic Si Suppl , December, 1926. Rates for 1917 and 1918
a ar and mark rates on each July ¢—ece London Economuss, July 6, 1918. Rate of .0045 1922 is
the average for the first three months (average for the year .oozs).

(b) l&: lnemr! is made to deal with mark debt incurred during the period of extreme inflation in lng as the data are meaningless. This
condition affects also the last nine months in 1923, since the debt figures are not separately shown in The an Statisticel Year Book (1933,
p. $57), but are merged with those for the three months ended March 31, 1923, In the above table estimated gold figurea are inserted for the
eighteen_months in question on the same basis as the debt incurred duning the first three months of 1921,

(c) Total debe i d and extinguished bi_' flation, 362 billion marks to March $1, 1922, see French Public Finance, Harvey E. Fisk,
Bnnlren"l‘mlt Co., New York, 1933, p. 138. Mr. Fisk’s yearly totals, which cover fiscal years ending each March s1st, bave been adjusted above
© cal 3 A

al
() Pum?-::%; debt, total 4.4 b:lTx:n marks, from European Economsc and Political Suroey, American Library in Parls, 10 rue de l'lfln&,
June 15, 1937, p 659,

(a) Yelrl‘y average New York cable rates, per Harvard Review of
re calcul h the A dam doll

XIaONAddV
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TABLE II

NATIONAL DEBT INCURRED BY FRANCE
(See text, pp. 232-237.)

gof

DOLLAR VALUB OF DEBT
(Biltions of fann) | Srraae " | gt mevRD

InTeRNAL PRE-WAR DEBT (amount at 1914). .. ... 34.0 { (gold par) .193 "~ 6.6
INTERNAL WaR DeBT:

b 11} 7 (A Crrreseasannane 5.0 195 1.0

b 0 £ teesenenanaracaansy 17.0 148 2.5

b &) veeenureees fveennienes 19.0 132 2.5

YOI eeesoennncncsancncannes severeeraranaes 20.0 126 2.5

1918........ secessensssnanennses ereeerasasss 49.0 116 5.7

Total. s .eoieeeeiiiiiiiiniieniineneens 110.0 129 | 14.3
InTERNAL PosT-WaR DEBT (including reconstruction
debt, see Table V):

1919. 36.0 110 4.0

1920 35.0 070 2.4

1921 17.0 075 1.3

1922 21.0 082 1.7

109.0 086 9.4

1923 24.8 061 1.5

1924 P 6.8 052 .3

19256 (to August 31, 1926)....cc0vvarenseres vee 2.2 042 .1

Total.. .......... crriens I __142.5 .079 1.3

XIONTddV



Torar Inrzanar Desr Incumaep......... ... (c) 286.5 113
Reconstaucrion Desr StiiL vo Bz Incurnsp (es~
dmate by Louis Loucheur, see Table V). ...... 13.% 040
ToraL IntErnar Desr Incuanep anp 1o Bx In-
CURRED: g0 coveeresonsrocasonansosnooncsses 299.0 109

Foreion Manxer Borrowings (high point, December 31, 1918).. ........cccvieiens
Desr 1o Uritep STATES GOVERNMENT:
Facewalue........oooviiviersrieiescnesrersosnencanscnranaas
Interest in arrears, to be funded (as of June 135, 1925)
Total nominal AMOUNT. « ve v ivinieeitaernreennreereneunnearossoneescsenns

Less amount cancelable through reduction of interest rates under unratified Mellon-
Bérenger Agreement of April 20, 1926. .. oot iiiiiiniiiiin i eieee i

Net debt (value of Mellon-Bérenger annuities, calculated at 4%)....,................
DesT To BRiTisE GOVERNMENT (face value £653,000,000),. .00 vvvueiiunezoniinn.ann,
Leas amount cancelable under unratified Churchill-Caillaux Agreement of July 16, 1926
Net debt (value at 4% of Churchill-Caillaux annuities). ..........covoevvuivnnnn....
GROS8 DEBY INCURRED. ... .vvtintinennieeisetataianecaceresosensncnsassnsucnnns
Less interally debts receivable (excluding Russian debt) 6.6 billion francs at gold par.193
Less reparation debt receivable (53% of 9 billion dollars, see text, page 220)...........

-
b

L

-
-1 wd (-]

-

@

-
FS

33.6
1.3

33

[=5

37.3
6.0

(b) 31.3

Total debt incurred, 31.3 billion dollars.
1920 population, 38,500,000.
Per-capita debt incurred, $813.

Equivalent to 35.2 months’ income (income .estimate by Pupin). (See general

note appended to Table IIL)

XIaANZddY
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(a) For 1914 and from 1920 on, yearly average New York cable rates are used. For the years 1915 to 1919, the exchange value of the franc
was higher than its real value, owing, in at least a portion of this period, to artificial support of the franc exchange (1915 rate, .1797; 1916,
+1697; 1917, .1731; 1918, .1780; 1919, .1368). The value used in the table has, therefore, been computed by dividing the par value of the franc
by the French wholesale price index ber for the year, which gives 1913 dollar equivalent, and the latter has been multiplied by the United

States wholesale index number to give current dollar equivalent, thas: -Fl:-e;scﬁl%le:—x X .193. This method may be tested for years in which ar
tificial 1 of the exch was not ised and will be Yound to give a result approximately equivalent to the exch rates. For !

In 1924, the French index number was 488; in other words, the franc was worth only about a fifth of pre-war, It could have bought only about
a fifth of 19.3 cents, or 3.95 cents, But those cents had th Ives depreciated in value dities. In 1924, they could buy only about
4 of what they bought in 1913, as indicated by the American 1924 index ber of 139. Multiplying 3.95 by 1.39, we find 5.49 cents to represent
the true 1924 parity of the franc, The average exchange rate for that year was §.23 cents. The ab of index bers for G y during
the years 1915-1918 makes it impossible to test the real value of the mark during those years. The index numbers used in this table are takea
from the Harvard Review of Economic Statistics, as follows: Bradstreet’s United States index, 1915, 107; 1916, 128; 1917, 170; 1918, 203; 1919,
203; and Statistigue Général French index, 1915, 140; 1916, 188; 1917, 262; 1918, 339; 1019, 356. See further on this subject Professor Guatav
Cassel (Enc. Britt, New Vols., 1, 1086) who demonstrates that “the rate of exchange is d ined by the quotient of the purchasing powers of
the currencies.”

(b) While a comparison of ¢his table with Table I (Germany) shows the ble basis of the settl, effected by the Dawes Plan, as
the facts now appear, it does not reconstruct the situation as it stood at the end of 1922, when the French declined the British proposal to cut
the German reparation debt to 11.9 billion dollars (French share, 6.2 billions). At August 31, 1922, the French Treasury stated that it had
spent §5 billion francs for reconstruction, and that it esti d that the ining costs would be another 55 billion francs (a total of 110 billion
francs as compared with 100 billion, the probable final figure now—see Table V). The average dollar value of the debt incurred to 1922 was

o1f
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086 per frane. ‘Thers was ne genera] expectation umong the French st that time of 2 demonetization of the franc to 2 low level, and the com~
pletion of the work as then estimated would have resulted, on the basis of the exchange rates ruling in 1922 (.081), in a total cost of 9.3 tillion
dollare. The total cost, as it now appears (see Table V), is 7.4 billion dollare. The obligations faced by the French in 1933, therefore, appeared
to be greater than those shown in the above table, by 1.8 billion dollars for reparations, as well as by 1.9 billion dollars for the American debt,
since the concession of that amount by the United States was not made until 1936, (The concession by England on the French debt, however,
had been offered in connaction with the British reparation proposal of 1933, in an amount of about 3 billion dollars.) In addition, there was
serious doubt, in the conditions then prevailing, whether the i lly debts receivable, shown above at 1.3 billion dollars, had sny valus at all
Taking these factors into consideration, the position of France on debt accounts appeared in 5923 to be nearly 5 billion doliars more unfavour-
able than as shown above.

(c) Year by year borrowings to 1931 from Harvey E. Fisk, op. ¢it. (Table I), p. 28; total to end of 1924, 38¢.3 billion francs, per The French
Debs Problem, Moulton & Lewis, The Macmillan Company, New York, 1925, p. 434; total at August 33, 1936, per Europran Economic end
Political Survey, Janusry 15, 1927, p. 185.

(d) Interally debtl owmg to anne at Apnl 30, 1926, 6.6 billion gold francs (excluding 7.1 billion gold francs loaned to the Csarist and ocher

) per E and Political Survey, January 15, 1927, p. 186. It is not entirely clear whether these obligations
are in gold francs. Ambassador Bémner, in his memorandum of March, 1926, to the United States Debt Fundm. Commission, states them in
doliars at current rate of the franc. He says that “the exact amount of these credits cannot be finally d d until a settl has boea
reached with most of the countries concerned.” It geems probable that the real value of these debts is considerably less than the figure of 1.3
billion doltars at which they appear in the above table.

XIANZddV
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TABLE III

NATIONAL DEBT INCURRED BY GREAT BRITAIN

(See texe, pp. 333-237.)

DEBT
INCURRED

(millions of

(2) DOLLAR VALUE OF DEBT AT
GOLD PAR, $4.8665 To
THR POUND

pounds) (billions of dollars)
INTERNAL PRE-WAR DEBT (amount 2t 5914). . ...oovviviisiinnnnann, s 706 3.4
WaRr Dest To MARCH 31, 1919 (net increase over pre-war debt, excluding
American debt).......... vensseeirasraens et aeaneeas (b) 5930 28.9
Post-War DEsT (net increase in debt to high point at March 31, 1923). . 231 1.1
L eetesneennearienes (c) 6867

ExrternaL Dest:
Debt payable to United States Government:

Face value of loans. .. ........covneiiinvneniirnannensnrnesnnniess
Unpaid interest funded as of December 15, 1922, .....cccvivnvnenns
Nominal amount funded. .........cvviiiiiiiiiiiiianesanns
Deduct amount cancelled through reduction of interest rates........
Value of annuities under funding agreement, at 4% es cvvvvvnvnnns

Less debts receivable: .
Reparation debt owing by Germany (22.5% of 9 billion dollars, see
text, page 220). ...
ebt owing by Italy (£611,000,000, face value).............c0vuue
Deduct amount cancelled by reduction of interest rates...... ceien
Value of annuities, at 4%, per funding agreement of January 27, 1926
Debt o;vlin by France (ov'a?ue at 4‘75 of unratified lettlemen,t, see
P L L € T .

(c; 837
(c) 108

FS
-y

FS

x

oo

N3]
s O

-}

PO

z1¢
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Total intergovernmental debts receivable. ... .........cccuuiie
NET EXTERNAL DEBT. 00 oo iviieniniiiieiinieiiiiancietsceniansans

Other interally debts owing to Great Britain (balancing figure) (d)... | .1 | 20

Total debt incurred, 33.4 billion dollara.

1920 population, 47,000,000

Per-capita debt incurred, $711. .

Equivalent to 23.4 months’ pre-war income (Stam%'l income estimate) or 19.§
months’ post-war income, (income estimate by the London Economsst,
March 14, 1925). (See general note following this table.)

a) Great Britaln returned to a gold basis in xqzé, and the British debe is, therefore, stated in dollars at gold par.
) Debt figures to March 31, 1919, per Harvey E. Fisk, French Public Finance, p. 13

3 c)aTonI of‘tl.heae t;lm amounts is 7.813 billion pounds, representing the high point of the British debt at March 31, 1923. (See Kconomiss,
une 18, 1927, p. 3 . .
(d) lntenlry ::t other vernmental debts owing to Grest Britain, excluding France and Italy, at the end of 193¢, at face value
{sterling at par) were: Russia, 8.4 billion dollars; British dominions, 669 million dollars; others, 644 million dollars, {See The Inter~Ally Dedts and
the United States, National Industrial Conference Board, 1911.‘;, p. 26.) Great Britain has given an undertaking to Italy, and has embodied a sim-
ilar provision in ¢ d debt-funding ag) with France, that any excess received by her from interally debts and reparstions over the
amounts required from year to year to meet her Ameri debt p will be credited pro rata to her Allies on interally debt account. If,
therefore, her settlements with her other debeors {excluding Runigf should amount to, say, 500 million dollars, her total debes receivable, with
those owing by Germany, France, and Italy, would come to 4.4 billions. On the basis of the above table, this excess of 400 millions would be
prorated as a credit to all the Allies, bringing the French debt down to about 1.3, Italy to .4, and other Allics to .4, or & total of 3 billion dollars.

GENBRAL NOTER ON or FRANCE, AND GREAT BRITAIN

Fora {sron of national debt burdens, it is 1al that the p pits debt figures be related to nationa) income. Post-war Income
estimates of any reliability for Germany and France, where the ies have d widely, are unobtainable. The per-capita debe figures
have thereforeiem carried back to a pre-war basis for comparison with pre-war income estimates. This has been done by dividing by 1.50,
which ia the approximate wholesale price index in the United States in 1927 (and approximate average since 1914); that is to say, pre-war prices
were approximately § of prices now. In price index numbering, the base, 1.00 (usually written without the decimal), represents 1913 prices. The

increase of 50 per cent, in prices is fi ly referred to as a depreciation of §0% in the value of gold.

The national income figures used are as follows: Germany, 1914, £30 or $146 per capita, estimate by Sir [:siah Stamp based on the work of
Dr. Karl Helfferich of the Deutsche Bank; France, pre-war, £38 or $185 per capita, estimate by Stamp, based on the work of Réne Pupin;
Great Britain, pre-war, £50, or $243 per capita, estimate by snmp, b: on the work of Bowley and Stamp. (Journal of the Royal Statistical
So:‘v"tys,' London, July, 1919.) An estimate of British post-war income by the London Economiss (March 14, 1935) has also been used, vir., £90,
or 543
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TABLE 1V

NATIONAL DEBTS (1927) OF GERMANY, FRANCE, AND GREAT BRITAIN
AT CURRENT RATES OF EXCHANGE

GERMANY

AT MARCH 31, 1927

¥RANCE

AT AUOUST 31, 1926

GREAT BRITAIN
AT MARCH 31, 1927

. BDOLLAR|
MARKS DOLLARS | FRANCS DOLLARS | POUNDS (billion:
(billions) | ®AT® | (billions) | (billions) | mars | (billions) { (billions) | at par,
. $4.8665)
Hica Point or INTERNAL Desr In-
cURRED (see Tables I, II, and III).. [(2)366.4 30.0 | 286.5 | .112 32.1 6.87 33-4
Less debt retired:
By inflation and demonetization.... 362 29.0
By inflation..............o0vunse 20.6
By taxation..............000enen. .12 -5
Acruar InTerNAL DEBT, 1927 (marks, (b) (©)
francs, and sterling per respective
Treasury statements). . ........... 4.41 .238 1.0 | 286.5 .04 1.3 6.75 32.9
ExternaL Desr, 1927:
Germany, reparation debt (estimated
value, see text, page 220}, v 0o ... ... 37.8] .238 9.0
rance:
Market debt (per Treasury state-
MENt) s evrceeranrsararovacens 22.5 .04 .9

¥1¢
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Debet to United States, net value
(see TableII).................. . 53.8 | .04 3.1
Debt to Great Britain, net value
(see Table ID)................. . 350 .04 1.4
Great Britain, debt to United States,
netvalue (d). covavvennnnnn. 8o

Grossdebt......c.ovvvennnnen 43.3 | .238| 10.0 | 396.5 | .o¢ 15.9 7.55
Depucr: . .

Germany, external loan included in
reparation debt. s oo oiiinnsinsne. .9 | .238 .3
France, reparations and interally debts
receivable, vocuiiiuniiiians 150 .04 6.0
Great Britain, reparations and inter-
ally debts receivable........... oes 80

39

NEer Dzet, AT CURRENT .
RATES or EXCHANGE . 41.3 | .238 9.8 246.5 .04 9.9 6.78

32.9

Germany, 9.8 billion dollars, $161 per capita; equivalent to 8.8 months® estimated pre-war income. (e)
France, 9.9 billion dollars, 82i7 per capita; equivalent to 11.1 months’ estimated pre-war income._ (eS

Great Britain, 32.9 billion dollars, 700 per capita; equivalent to 23 months’ estimated pre-war income or

19.2 months’ estimated post-war income. (e)

General Note. For reasons set fonh'in_tllelux: pages :hg:-a”. the above comparison of current debes at current exchange rates has not the
as

based on Tables 1, 1I, and IIL

same true significance to the subject of
a) See note (b) Table I
b) Present German debt at par.
c
likely that the franc might ultimately be permanentiy stabilized.

(d) The British debt to the United States stated above at 3.9 billion dollars Is carried in all official accounts at its face value, without taking
ato id ion the effecti duction of 600 million dollars through reduction of interest rates (see Table 11I). As funded in 1923, the face
value was 3‘6 billions; since that date, 100 millions of the principal has retired by the British, by tazation, leaving a face value of 43 billion
e

dollars at the end of 1926,
{¢) Income eatimates, soe general note appended to Table III,

The rate of exchange used for the franc, namely, .04 ‘g:lunent rate, June, 1937) represents the value st which in June, 1927,1t seemod
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TABLE V-
COST OF RECONSTRUCTION TO FRANCE

" vALUB 1N

(bilions) “iars | ponass
Reconstruction DepT INCURRED, 1919-1924
For repair of damage to private property. .. e.cvveereveenenens (2) 59.3
or repair of damage to railways and public property and for
costs of administration. .......c.evveveevarcnsas cearerans (a) 127 |

] 72.0 | (b) .079 5.69
ReconsTrucTION DEBT INCURRED, 1925 (estimated portion of total

debt of 2.2 billion francs incurred 1925-1926, see Table II) ... 1.5 .048 .06
Estimaten Cosr 10 COMPLETE ECONSTRUCTION, 1926 .
(£100,000,000) (€)s ¢ s cevevrerenrrrescasaserancanes veaaens 12.5 040 .50
Total property damage. «......covveerenrrenrnrnenrnnns (d) 86.0 6.25
Debt INCURRED TO DECEMBER 31, 1924, FOR PAYMENT OF INTEREST:
On loans contracted for reconstruction and for pensions........ (a) 19.0
On indemnities. vueeusecnverinressroseesrnssnsenanes vesanes 2.6
T 21.6
Less estimated amount applicable to pensions (3). ............. (e) 7.2 14.4 | (b) .o79 1.14

[} §%
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ToraL Expenpep anp To B Exrenpep........ 100.4 074 | () 7.39




(- fnﬂﬁ Mlnau. Director of the Soclety for E at the Universey of Parls

w’h;:h‘)::a entire French ‘pon-m debt 'I:mn zﬂl

whnch he nned that 65 Inlhon Ind been paid out to June 30, 1923. This estimate waa arrived at as follows: of the total

to 123 billion francs, 106 billion had been examined and allowed in the sum of 73 billion, or 68% of the
ives 11.5 billion stiil > be allowed, or a total estimated

tates Debe Funding C d by the R

34 was {ncurred un Table 11

« for the liberated regions would amount
o ls .§ hnllmn fnnu.

mounts cla nml Appl ing 68% to 17 ‘billion unenmmed claims
B 4o :-h text of his memzrmdum presented to the United

of the Treaty, were financed by loans. The oom eo
nd 3$6.4 billions for “ dama
is apparently represented
o dle French internal debe (amolumn. in all to 284 billion france) *' comes from the upendmln
-n one sixth of tlhe Fi unch budget wn devoted in 1926 to d\e service of ::\hu debe.”

l’mf Mireaux, were 72.0 billion francs for feconstruction
his plus 31. 6 Inllxon francs interest comes to 130 billion francs all of whi
ireaux states that 45%

e u:nluon of war dlmn?e. He adds ¢h

debt since Plvfenor

mluxon. ‘was made in gold francs, pre-war value, amounting to 6.7 billion
800 million dollars, the total came to 7.
of 1,100 pages, was based on, am:
2910 on the basis of actual sale values. (See note, p. 96 above.)

% to May 1, lqu amounnnuo
billion dollars. The equivalent ay would be 11.3 Inlhon dollars,

er things, a survey of real property of all the cities and communes of France made [nt tax purpolum
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