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PREFACE 

NEARLY everybody now recognizes that there 
can be no genuine settlement of the reparation prob. 
lem until those who are responsible for its solution 
reach general agreement on the economic facts and 
forces involved. It has been repeatedly suggested 
that a commission of business men and economists 
should be created for the purpose of making an 
impartial analysis of the extent of Germany's capac. 
ity to meet her reparation obligations. For various 
reasons no such commission has been appointed; 
and in the meantime the reparation situation has 
gone from very bad to worse, leaving public opinion 
at this crucial period to be formed mainly on the 
basis of conflicting statements and misinformation. 

The Institute of Economics has felt that this sit· 
uation has afforded an opportunity to render a. dis· 
tinct public service. The Institute has not been 
hampered by lack of time or facilities, and has accord· 
ingly not been content with any superficial gathering 
of data and opinion. The findings which it submits 
in this volume are believed to be as conclusive and 
trustworthy as would be those of any commission. 
No discussion of the political aspects of the problem 
is attempted, nor is any detailed plan of settlement 
recommended. The purpose has been merely to 
make as complete a diagnosis as possible of Ger· 

vii 
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many's economic condition and of her ability to 
continue making reparation payments, and to point 
out the bearing of international trade conditions and 
commercial policies upon any reparation settlement 
whatsoever. 

The reader will no doubt wish to know the sources 
of the data on which the analysis is based. Ger
many's problem involves both budgetary and foreign 
trade considerations. On the budgetary side the 
figures used are official figures of the German gov
ernment. Since agents of the Reparation Com
mission, located in. Berlin, have had access to the 
German records and . have made no report of any 
attempt to falsify the figures, they may be accepted 
as a trustworthy statement of the budgetary situa
tion. The foreign trade figures are also official 
figures of the German government. Inasmuch as 
German exports appear as imports in the trade 
returns of other countries, and German imports 
appear as exports in the figures of other countries, 
it is clear that any wholesale attempt to falsify the 
foreign trade data could be readily detected.. For 
internal production figures, official soU!'ces have 
likewise been employed. Use has-also been made 
of many reports and. documents consulted at the 
United States government departments and obtained 
through the foreign connections of the Institute. 
Specific source references are given in the book, 
particularly wh~n the subject is in any way contro
versial. In order to relieve the main discussion 
of detailed technical analysis, much of the latter 
has been placed in the several appendices. 
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APPENDIX A 

GERMANY'S INTERNATIONAL TRADE AND 
FINANCIAL ACCOUNTS 

AVAILABLE data on which to base a connected 
story of Germany's commercial and financial rela·. 
liions with the rest of the world are far from satis· 
factory. Until the outbreak of the war, the mova. 
ment of commodities and of specie and bullion was 
recorded at the custom-houses and was officially 
reported by the German government in its trade pub
lications. But during the war the publication of 
such data was discontinued, and was not regularly 
resumed until May, 1921. For the years 1919 and 
1920, and for the first four months of 1921-as well 
as for the war years-consecutive official trade figures 
were not published. Fortunately, estimates have 
been made for these years that are generally accepted 
as being as nearly accurate as the unsettled state of 
Germany's foreign commerce will permit. These 

, are stated in an article by von Glasenapp, Vice-pres· 
ident of the Reichsbank, in the Manchester Guardian 
Commercial Reconstruction Series, while correspond· 
ing estimates are also published in other recent 
studies. For the invisible items that enter'into the 
international balance of payments there is, of course, 
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no official source of information; and the estimates 
that are availabl~ are on the whole neither complete 
nor convincing. 

I. TRADE AND SPEcm STATISTICS FOR PRE-WAR YEARS 

The German trade statistics for pre-war years are 
reasonably reliable and furnish a valid basis for 
year-to-year comparisons of. Germany's exports of 
domestic produce and imports of goods for home 
consumption. This is true for the years 1894-1913 
in spite of the fact that in 1906 considerable changes 
were made both in the territory covered by the 
reports and in the commodity classification; that 
during this period the list of commodities covered 
by the returns was slightly changed; and that alto
gether the basis on which the trade was valued is 
open to certain criticisms.1 . 

The German trade statistics are compiled to show: 
(a) The general trade, which is given only in terms of 
volume and by the two broad classes, total imports 
and total exports i (b) the gesamteigenhandeZ, Or 
total-trade-proper,' (c) the special trade. Both (b) 
and (c) are given in terms of value as well as volume 
with imports and exports classified into five broad 
commodity groups, and also according to commercial 
source or destination, and itemized for a long list 
of commodities. The figures for the general trade 

1 The facts with reference to German trade statistics here pre
sented are largely taken from the Statistische J ahrbUcher. Additional 
informatiQn hllli been furnished by M. L. Jacobson, statistician of 
the Federal Reserve Board. Cf. J. J. Kral, "Methods of Comput
ing Values in Foreign Trade Statistics." 
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include all goods brought into or shipped out of the 
German economic union, including the transit trade. 
Goods classed as transit trade are those which are 
shipped through the country in bond-in sealed cars 
not opened while within the German borders. The 
total-trade-proper does not include the transit trade, 
but otherwise covers the same imports and exports 
as the general trade. The special trade and the 
total-trade-proper also differ slightly in certain ways. 

1. The imports are recorded as special trade im
ports only after they have come through customs, 
and after the duty has been collected on such as are 
subject to duty. They are recorded in the Gesamt
eigenhandel statistics at the time they enter the cus
tom-house. The difference involved here is one of 
time, rather than of quantity and value. For the 
purpose of making comparisons of the total of Ger
man trade over a considerable period of time, there
fore, it makes little difference whether the special 
trade or total-trade-proper figures are used. For single 
years, however, the amounts may differ from one an
other because of the time lag in the special trade. 

2. Goods for consumption brought into any part 
of the economic union are shown in the figures for 
both the special tiade and the total-trade-proper. 
Of commodities brought in for the purpose of being 
put through some manufacturing process (the 
Veredelungsverkehr or improvement trade), the spe
cial imports include only those that are for German 
consumption, and only those that are brought into 
such parts of the economic union as are subject to 
the German tariff law. The total-trade-propet: in-
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eludes all of the improvement trade-whether for 
German consumption or for re-export-of the whole 
economic union. 

Goods for further manufacture and for re-export 
which are brought into the free port of Hamburg, for 
example, appear in the total-trade-proper as im
ports of raw materials or partly manufactured goods 
and again as exports of manufactures, but are not 
included in the special trade figures. Such of these 
II improvement trade" exports as go from Hamburg 
into parts of the economic union subject to the Ger
man customs law are recorded at the place of entry, 
both in the special trade and in the total-trade
proper, as imports of manufactured goods from for
eign countries. The result of this difference in 
method is unimportant, so far as the trade totals are 
concerned. So far as commodity groups are con
cerned, imports of raw materials appear larger in 
the case of the total-trade-proper; imports of man
ufactures appear larger in the case of the special 
trade. 

Whether for purposes of comparison it is best to 
use the special trade or the total-trade-proper is a 
minor question on which authorities do not agree. 
In this study the special trade figures have been 
used: the reason for the choice being expediency. 
The special trade figures are the ones currently pub
lished by the government, while the total-trade- , 
proper is not published until the annual report for 
the year is issued. . 

In 1906 certain territorial and classification changes 
were made that affected the German trade 6tatistics. 



GERMANY'S INTERNATIONAL ACCOUNTS 255 

Prior to March I, 1906, the territory covered by 
the trade returns was the Zollgebiet or customs union. 
This territory included the German Empire (with 
the exception of the free ports of Hamburg, Cux· 
haven, Bremerhaven, and Geestemunde, the island of 
Helgoland, and certain small districts on the Swiss 
border) and included also the grand duchy of 
Luxemburg and two Austrian communities-Jung':' 
hob and Mittelberg. In 1906 the territory covered 
by the trade statistics was enlarged to include the 
four free ports named above-although for customs· 
tax purposes these ports were still outside the union
and from that time was known as the W irtschafts
gebiet or economic union. The special trade figures, 
however, are little affected by this change in terri
tory. There is an increase in the figures because 
they now include the special imports for consump
tion and the exports of domestic production of the 
four free ports. There is a decrease because the 
trade between these free ports and the rest of the 
economic union, except the improvement trade, 
mentioned above, was no longer shown as foreign 
trade. The increases practically balance the de
creases so far as total imports and total exports are 
concerned, though there was some slight shifting 
as between commodity groups. 

In 1906 a change was also made in the commodity 
classification in order to make it agree with that in 
the 1902 tariff law, which at this time was becoming 
effective. But while these changes in classification 
raise difficulties in the way of detailed comparisons 
of the trade in certain classes of commodities before 
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and after 1906, they should not stand in the way 
of comparisons of the total trade as reported for 
these years. This statement obviously also applies 
to some lesser classification changes that have 
been made since 1906. Another change con,cerned 
the goods covered by the returns. Shipbuilding 
materials brought in for the construction or repair 
of sea-going vessels, and also foreign goods shipped 
for use as stores on outgoing German vessels were 
recorded as imports. Against this increase in imports 
there was a decrease because of the fact that fish 
caught by German ships and crews and the manu
factures therefrom, were no longer recorded as 
imports. The net result of these changes was rela
tively unimportant. 

Until the end of April, 1909, the value of German 
trade, except in the case. of a limited number of com
modities, was determined on the basis of a schedule 
of estimated values prepared by the Advisory Board 
for Commercial Statistics in annual session. Begin
ning with May 1, 1909, declared values instead of 
estimated values were required in the case of 32 
items of imports and 1,336 items of exports; and 
since April 1, 1911, declarations of value were re
quired for all exports and for 60 numbers of the 
import schedule. The value of other imports were, 
until in 1921, calculated on the basis of official valua
tions established generally for certain kinds of goods 
or separately for each country of origin. The de
clarations also were checked by the Advisory Board. 
It is difficult to say what effect these changes had on 
the totals reported. It is important to notice, 
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however, that in one re5pect the method of valua
tion remained unchanged-the values reported were 
practically frontier values, or in other words, ex
ports were reported as f.o.b. frontier, imports c.i.f.1 

The fact that the trade is valued at the German 
frontier necessarily means that there is uncertainty 
with regard to the value that should be Bet on goods 
brought in on consignment and on exports sent to 
foreign markets on consignment. In either case it is 
impossible to determine at the German frontier 
exactly what the proceeds of the goods will be. 
Nothing better th8.Il estimates were to be had in the 
case of consignment goods, whether valuations were 
based upon traders' declarations or upon official esti
mates. But what is true in this respect with regard 
to exports is likewise true of imports, and vice 
veI'l8.. Any understatement in the one because of 
failure to make a proper allowance for profit or loss 
i.e in all probability balanced by a like underestimate 
in the other. All in all, a careful study of the Ger· 
roan trade statistics for pre-war years leads to the 
conclusion that they furn.ish a basis for valid year~ 
to-year comparison of the special trade. 

n. THE INVISIBLE ITEMS 

It is practically impossible to determine year by 
year and item by item, the amounts of income which 
Germany received from invisible sources. It is 
known, however, that they were sufficient not only 
to meet her adverse trade balance, but also to yield 

l F.o.h. -free on board; cjl. =cost) insurance, freight. 
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a surplus which she invested abroad. In a general 
way it is known what invisible resources Germany 
pOl:?sessed, and some estimates are available for cer
tain years with regard to the probable income 
received on account of certain of the items. 

In the pre-war account, interest on accumulated 
German investments in foreign countries was the 
largest . of the invisible items. To determine the 
amount of the interest received or receivable by 
Germany year after year, one of course needs to 
know (a) the average interest rate applicable to 
Germany's foreign investments, and (b) the net in
vestment, year by year, on which interest was due
allowance being made for foreign holdings of Ger
man securities. With regard to the average interest 
rate, Sir George Paish found as the result of care
ful study that the average yearly rate of return on 
English foreign investments was approximately 
5 per cent. l In estimating German earnings on 
capital invested abroad Riesser assumes an average 
rate of 6 per cent on proprietary and partnership in
vestments and 5 per cent on securities.2 Cram
mond 3 and von Glasenapp" used an.average rate of 
5 per cent for all investments. Pupin Ii uses a 4i per 

1 JO'Urnal Royal Statistical Society, January, 1911, pp. 168-172. 
• "The German Great Banks and their Concentration" (Report 

of the National Monetary Commission), p. 546. 
'Journal Royal Stati$tical Society, July, 1914, p. 798. 
• Manchester Guardian Commercial, Recomtruction in Europe, 

sect. 1, p. 28. 
6 La. Balance Economique de 180 France, Journal Soci6U tk Statu.: 

tique de Pam, 1916, pp. 393-404. 
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cent average in estimating the French pre-war 
interest income. From a study of these writers it 
seems reasonable, therefore, to estimate Germany's 
pre-war interest income at 5 per cent on the net 
amount of her foreign investment. 

It is, however, impossible to state the precise 
amounts of the net foreign investments which ac
tually stood to Germany's credit in each of the 20 
years before the war. Available estimates vary 
widely in amount, and, practically without excep
tion, they refer to isolated years. It is therefore 
difficult to know to what extent the variations 
between different estimates may be taken as evi
dence of actual changes in Germany's holdings of 
securities over a given period; to what extent they 
are due to the fact that it is often not clear whether 
an estimate is intended to, show the total German 
foreign investment, or whether it is a net figure in 
which allowance has been made for foreign owner
ship of German securities and enterprises; and to 
what extent they represent merely a difference in 
the degree of optimism· with which different esti
mators looked at the problem. The table below, 
citing a considerable number of the estimates that 
have been made, shows clearly that these estimates 
will not serve as a satisfactory basis for determining 
year by year the interest which Germany received 
from her foreign investments. 

The explanation of the high estimates for 1909 and 
the exaggerated MUller estimate for 1913 will be 
found on p. 280. 
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ESTIMATES OF GERMAN FOREIGN INVESTMENTS 

Year 
Billions 

Authority of Marks 

1892 10 Schmoller '. I 
13 Christians I 

1892-93 15 Von Miquel. estimate Cor Prussia 8.lone C 

1893-94 12 Koch' 
1905 25 Ballod C 

24 to 25 Imperial Marine Office' 
26 Halle a 

24 to 25 Riesser &. 

1906 16 Koch I 
1909 30 Crammond' 

30 Steinmann-Bucher 1 

1912 20 Crammond 7 

1913 20 Helfferich 8 

20 to 25 Kurt Singer 9 

35 August Miiller 10 

Outbreak of 
the war 20 C. K. Hobson 11 

30 Paish ll 

21 Hans David I 
1914 25 Ballod 8 

25 Pistorius 8 

25 Steinm8Jln-Bucher 11 

18.26 Census taken by the German govemmenVc 

I STBINMANN-BuORBR, A, "350 MiUiarden Deutachee Volkaverm<lgen," pp. 
44-47. 

I Cited in STIIlUlIIANN-Buoa .. R, Ibid • 
• XIIITNIIlS, J. M., "Economio Conaequcnoos of the Peace," p. 1'15 . 
• Cited in RIESSER, J., The German Great Banks and their Concentration 

(Reporl of the National Monetary Commiaeion), p. 803. 
6 Rl .. SSER, Ibid., p. 546. 
e Journal Royal Statistical Society. In his oomments on .. paper presented by 

Sir George Parish, September, 1909, p. 483. 
'The Eoonomio Relatione of the British and German Emp1rea, J. R"". Stal. 

Soe., July. 1914, p. 803. 
I H .. r.. .... ERICB. KARL, "Germany's Eoonomio Progress and National Wealth, 

1888-1913," pp. 112-113. 
'Wirtscha/tsdien.'. July 7, 1922, pp. 66~61. 
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Income Jrom shipping was the invisible item oj 
second importance in Germany's pre-war account8~ 
Shipping earnings as they appear in the international 
balance of payments of a country should show 
the net income which the country receives from 
other nations for the services of its merchant ship
ping. It is. the country's net receipts-not the 
aggregate income of her shipping companies-that 
furnish her with a means of paying her foreign obli
gations. From this it will be seen that the figure 
should not include government subsidies to shipping, 
nor any other income which the shipping companies 
derive from the people of the country concerned. 
It should exclude freights paid on imports, for the 
reason that freight charges become a part of the 
selling price of commodities and are paid by con
sumers in the importing country. It should exclude 
expenditures made in foreign ports by the country's 
ships or crews, but should include expenditures of 
foreign ships and crews in the country's own ports. 
Clearly, it should include freights earned on exports, 
for these are paid by foreign consumers; and likewise, 
all freights earned by ships serving as common car
riers between foreign ports. 

In the case of shipping, as in the case of interest 

10 Th. European Payment BalanC>e, B"""",lrw:li"", February-March, 1922-23, 
p. Ins. 

U HODSO", C. K., British Overaea Inveotmento, Th • .11 ...... 10 o/Ih. Am.,i_ 
Aeadem" 0/ Polilieal and 80eWJ 8ci ... "", Vol. 68, p. 32. . 

11 P AUK, G., The Economio Outlook in Europe, ContsmpOI'a", B .. i.IIJ, Sepo 
tember, 1919, p. 255. 

11 li'l'zIHIotANJI-B17mu:a, A., .. Deutechlands Volk8vermogen im Krieg.," 
Second ed. Btuttgllrt, 1916, p. 10. 

u Wirl •• ha/lund 8kJli.lill;, no. 2, 1923, p. 64. 
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income, no thoroughgoing study has been made of 
the German situation. There is, however, a round 
about method of arriving at figures that will roughly 
serve the present purpose. C. K. Hobson has pub
lished in his 1/ Export of Capital" an estimate of 
British shipping earnings for each of the 33 years, 
1870-1912; and other estimates are available for later 
years. These figures together with a comparison 
of British and German tonnage statistics year by 
year serve as a basis for determining what the Ger
man earnings probably were-and as a matter of 
fact figures computed on this basis check fairly 
closely with the estimates that have been published 
for certain pre-war years. 

Hobson points out that the methods which he used 
in calculating British shipping earnings give a figure 
which includes not only freights earned on exports 
from Great Britain, but also freights on imports into 
Great Britain. His estimate of shipping earnings is 
therefore too high because it includes freights paid 
to British shipowners for the carriage of goods 
consumed in Great Britain, which in the last analysis 
means freights paid to British shipowners by British 
consumers. However, a compensating error appears 
in the British trade statistics. British imports are 
valued on a c.i.f. basis (exports, f.o.b.), thereby show
ing as a national expenditure for imports not only the 
price paid to the foreign exporter but also charges 
for insurance and freight, part of which were paid by 
Br~tish consumers to British agents and companies. 
In the international balance of accounts the over
statement in earnings is set against the overstatement 
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in expenditures, so that neither error is carried into 
the net balance of payments. 

Now, since the German trade statistics also-show 
imports valued c.i.f. and exports f.o.b., a method'of 
estimating shipping earnings which will cancel the 
error involved in the trade figures should be used 
for Germany as well as for Great Britain. This 
leads to the conclusion that in the absence of other 
data. from which to work, one might use the British 
estimates as a basis for a rough determination of what 
Germany's shipping earnings probably were. In 
doing this, of course, one will have to assume that 
British and German ships were operated with prac
tically equal efficiency-not an unlikely ~sumption, 
except for the fact that the German merchant marine 
contained a somewhat larger proportion of sailing 
tonnage than the British. 

The table below is compiled to show: (1) The 
total steam and sailing tonnage, ships of 100 gross 
tons or over, of both Germany and the United King
dom as reported in Lloyd's .Shipping Register; (2) 
German tonnage as a percentage of British tonnage; 
(3) estimated British earnings; (4) estimated Ger
man earnings, based on the British figure. Because of 
the fact that there are some ships not registered with 
Lloyd's, a comparison )Vas also made between the total 
tonnage shown on the national register of the United 
Kingdom and Germany. For the United Kingdom 
this report includes all ships of 15 tons and over; for 
Germany, ships of 171 tons and over. It made very 
little difference in the ratio, however, whether Lloyd's 
figures or those from the national registers were used. 
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EsTIMATED GEBMAH SHIPPllfG EARNINGS 

Merchant Tonnage 
German Earnings 

(in thousands of gross 
Tonnage as 

(in millions of 

Year tons) 
a Percentage 

marks) 

of Brit.ish 

British German Tonnage British • German 

1894 11.807 1,785 15 1,040 160 
1895 12,118 1,886 16 1,004 160 
1896 12,294 1,944 16 1.080 175 
1897 12,404 2,030 16 1,154 185 
1898 12,588 2,114 17 1,310 225 
1899 12,927 2,454 19 1,290 245 
1900 13,242 2.650 20 1,526 305 
1901 13,656 2,905 21 1.200 255 
1902 14,431 3,138 22 1,200 265 
1903 14,1190 3,283 22 1,290 285 
1904 15,391 3,370 22 1,320 290 
1905 15,803 i{,565 23 1,450 335 
1906 17,611 3,811 22 1,700 375 
1907 16,99!) 4,111 24 1,800 435 
1908 1~,710 4,232 23 1,580 365 
190() 17,373 4,267 25 1,660 415 
1910 17.517 4,333 25 1,900 475 
1911 17,873 4,467 25 2,000 500 
1912 18,214 4,629 25 2,000 500 
1913 18,696 5,082 27 2,000 540 

1921 19,772 117 4 1,700 68 
1922 19,296 1,888 10 1,800 180 

• For the yeara 1894-1910, C. K. lIOD80H, "Export of Capital," p. 187. 
For 1913 and 1920, C. K. HODBOH, Be""",", ..... May, 1921, pp. 144 and 146. 
For 1911 and 1912 the ""me figure Ie uaed u for 1913 in preference to tho fi ...... · 
liven in the .. Export of Capital," beoauae Hobsoll himself ""yO that the 
figureo he giveo for these years are probably too large. For 1921, estimate ie 
baoe<l 011 the 1920 estimate lIenera\ly aooepted, Oil the S/.tJJill frei&ht •• tee indn 
and Oil oompariaon of 1921 volume of trade with that for 1920 and for 1922, 
MIJt&t:AullJ'l' GuiJrdi/J .. Co",fMI'Ci/JI, A .. """, R ....... 1922, p. 141. The figure 
is placed hillher than thit in cwtaia oth"" I,lIItim"tea. 
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Hobson's method of estimating the shipping 
income of the United Kingdom takes into account 
three factors: total tonnage; current freight rates; 
and the efficiency of shipping, which depends partly 
on the speed of ships, and partly on the comparative 
amounts of steam and sailing tonnage on the register 
at a given time. The first of these has been taken 
into consideration in the above attempt to estimate 
German earnings. So far as the second is eon
cerned, differences in ocean freight rates between 
British and German ships were never likely to 
persist long, because of the keen competition in 
shipping. The third factor has been disregarded. 
U taken into account it would probably tend to 
lower the estimated German income. Admittedly the 
figures arrived at are rough approximations. They 
nevertheless agree reasonably well with estimates 
which various writers have made from time to time, 
several of which are cited in the following table. 

EsTndATES 01' SHIPPING INCOME 

, 
Millioll8 

Year of Marks Authority , Reference 

Before 1900 300 Halle, Ernst "VoIks-- und SeewirtschaIt," 
p.69 

1906 300 Wesser, J. .. Die deutschen Grossb8.ll~ 
ken,"p.128 

1907 350 Zagorski, S. O. .. Voina Poslye Mira" (War 
After Peace), p. 17 

1907 360 Crammond,E. Journal Royal Statistical So-
ciety, July, 1913, p. 798 

1912 600 Crammond,E. Ibid., p. 798 
Pre-war 500 rust, Charles "Lea Finances de Guerre de 

l'AllemaJt11e," p. 283 -
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Practically no est-imates and no data on which to 
base estimates are available with regard to the other 
invisible items. Craromond estimated the' German 
income from banking, insurance and conunis
sions at about 200 million marks for 1912. For the 
same year C. K. Hobson estimated the British in
come from this source at 598 million marks. The 
estimates that have been made of the annual earn
ings of the United Kingdom from this source would 
give a rough indication of the German income. 

The highest estimate made with regard to the 
annual earnings of German railways and canals 
from carrying goods for other countries is that of 
Dr. August Muller,l who sets the pre-war figure at 
120 million marks. A French estimate places it at 
100 million marks. In 1913 the total railway re
ceipts from freight traffic were 2,046 million marks 
and the average yearly receipts for the period 1909- ' 
1913, inclusive, were 1,874 million marks. 2 In 
view of the fact that the greater part of the transit 
trade is carried by rail rather than by water, it would 
seem that the foregoing estimates of German 
receipts from the transit trade were probably some
what overstated. Von Glasenapp estimated that 
in 1913 Germany received from international freights 
(rail and water) and from banking transactions 
about 1 billion marks.3 

1 The European Payments Balance, ReC01l8truction, February
~arch,1922-23,p.218. 

I SNOW, C. D., Gennlln Foreign-Trade Organization, U. S. Depart
ment of Commerce Miscellaneous Series, 57, p. 153. 

a Manchester Guardiall Commercial, RecOlWtructtl)1'I ill Europe, 
liIect. I, p. 28. 
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With regard to earnings from the tourist trade, 
Riesser says that th~se are II more than fully offset 
by the corresponding foreign earnings on account of 
Germans travelling abroad/'l Von Glasenapp esti
mates that the migratory laborers in Germany in 
1913 totalled about 700,000, and that through them 
probably 400 million marks were taken out of the 
country. The income from the tourist trade, he 
estimates, practically balanced the sums spent by 
Germans travelling abroad.2 

Estimates concerning the other invisible income 
and expenditures of Germany, mentioned on page 12 
of the text, are not to be had. 

If one attempts to base a judgment of the German 
balance of payments on the estimates presented 
above, the result is not altogether satisfactory. The 
figures obviously are too rough to be used in calcu
lating the balances year by year, and even when 5-
year averages are used to smooth out the yearly vari
ations in the trade and specie balance, the figures lead 
to. negative rather than positive conclusions. In View 
of the fact that it is known that Germany actually 
was slowly accumulating investments abroad, it is 
quite evident that some of her sources of income are 
not accurately meas{u.ed or are altogether overlooked 
in the estimates given. In any event it appears that 
Germany's international investment position was not 
80 strong as commonly supposed. Various writers 
point out that she was borrowing in the short-time 
money markets of other countries. See pp. 273-77. 

1 "The German Great Banks," ~Did., p. 541. 
I Mancheater Guardian Commercial, ibid. 
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In making up the following table we have used 
the adverse trade and specie balances calculated 
from the official returns (see p. 264); shipping returns 
as shown on p. 27; and interest income estimated 
on the assumption that at the beginning of the 20-
year period in question the net investment abroad 
was 12 billions, at the end of the period 20 billions, 
and that the amount annually invested abroad was 
greater in the earlier than in the later years (see 
p. 269), We have estimated German earnings of 
banking, insurance, etc., at about one-third the 
British earnings from this source; and we have set 
figures for earnings from the inland carrying trade, 
and for sums carried out of the country by migra
tory laborers, using as a basis the few estimates 
available, 

Years 

1894-1898 ' 
1899-1903 
1904-1908 
1909-1912 

1918 

GERMANY'S AVERAGE BALANCE OF PAYMENTS 

(Averages, in millions of marks) 

Invisible Items Favor- Adverse 
able Balance 

Inland 
Balance (Com-

Ship- In- Carry- Com- Migra- (Invisi- moruty 
missiQn8 tory ble and pinll tereet ing 

etc. Workere Iteme) Specie) Trade 
-'-----------

180 685 50 90 ..... 1,000 987 
270 800 611 125 ..... 1,260 1,073 
8S5 895 80 170 -150 1,350 1,472 
475 965 100 200 -250 1,490 1,842 
640 1000 120 840 -400 1,600 1,008 

Net 
Pay-' 

mente, 
Balance 

I---
+ 13 
+187 
-1211 
-3511 
+592 

The plus sign indicates favorable, the minus sign unfa.vorable 
items. 

In the above table an average for the 4 years 
1909-1912 is shown instead of a 5-year average for 
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the years 1909-1913. This is done because the year 
1913 was so exceptionally favorable that the inclu
sion of it in the average blurs what the figures have 
to show with regard to the trend of Germany's 
international balance. The year 1913 is shown 
separately for comparison. In the whole 20-year 
period under consideration, there had been only 3 
other years in which' the adverse commodity and 
specie balance had been as low as it was in 1913. 
It is this one item alone which makes the great 
difference between the average' net payments bal
ance for the 5 years and that for the 4 years. The 
effect of including it in the average is to cut in half 
the net payments balance against Germany. Even 
if the average of the favorable invisible items is 
assumed to be the same for the 4- as for the 5-year 
period the average net balance of payments against 
Germany for the 4 years would still be twice as great 
as that for the5 years-332 million marks as against 
165 millions. 

The figures in the table indicate that the annual 
amounts which Germany had available for investment 
abroad were decreasing rather than increasing. These 
figures, of course, lay no claim to precision, and yet 
there is no glaring' omission or understatement in 
them. As they stand, they give strong confirma
tion to the statement frequently made before the 
war that the' sums which Germany was annually 
investing abroad were gradually decreasing in 
amount. The adverse commodity and specie balance 
was growing faster than the favorable balance from 
the invisible items. 
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However, if it were possible to prove that the total 
for .the favorable items were understated by 100 
million, or even by 200 million marks a year, the 
average annual figure standing in Germany's favor, 
after deductions had been made for the adverse 
commodity and specie balance, would not be very 
impressive. Even if we should assume that the 
favorable invisible balance were as much as 300 million 
marks greater each year than the table indicates, the 
net payments balance available for new investments 
abroad, would not have furnlshed the means for any 
great expansion of Germany's foreign holdings. 

A complete estimate of the balance of payments has 
been attempted by a few writers. These estimates are 
presented below for whatever evidence they contain. 

1. EDGAR CRAloIMOND'S ESTIMATE FOR THE YEA-a 1912 • 

Credits ----
Exports of manufac-

tures, etc ...••...... 
Exports of precious 

metals •••.......... 
Interest on capital in~ 

vested abroad ...... . 
Earnings of -German 

shipping and tra.tJ.Soo 
port generally ...... . 

Earnings of German 
banking, insurance 
and mercantile houses 
engaged in foreign 
trade ••.•.......... 

(In milliollll of marks) 

Debits 

Imports of commodities. 11,572 
9,684 Imports of· prerious 

metals. • .. .. .. . .. .. . 326 
143 Capital invested abroad. 

during 1912. •••••••• 260 
1,000 

600 

200 

11,627 12.11iR 

• Journal ROlial 8Iali.,ical 80cilllll. July. 1914. p. 798. 
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An examination of this account shows that: 
(a) The trade figureS given are fol' the Gesamteige1lr 

handel. If special trade figures are substituted~ 
imports, 10,692 million marks; exports, 8,957 mil
lion marks-the result is to increase the debits by 
153 million marks. 

(b) No allowance one way or the other is made for 
the tourist trade and migratory labor. 

(c) As it stands, the account shows that, aside 
from the proceeds of borrowing operations/ which 
Crammond must have considered but does not indi
cate, Germany had no income for investment abroad 
in the year 1912. In fact, the credits did not equal 
the debits, leaving out of the debit accounts,the item 
II capital invested abroad." 

2. EsTIMATJiI OJ' F, S. ScHMIDT, roR THE YEAR 1913 • 

(In milliona of markal 

Credits 

Exports of manufac-
tures, etc. . . . . . . . . .. 10,892 

Interest and profits from 
international enter-
prises and capital in
velltments. • . . . . . • . . 1,250 

International travel ..•. 

112,142 

Debits 

Imports of commodities .. 111,655 

International travel... .. . .... 
Short-term money credits 200-300 

-
11,855-
11,955 

• "(nlernationaler Z"hhmgsverk.hr und W •• bselkl1J1J .... p. 392. 

IOn this, see pp. 273-77. 
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This esthnate is obviously very rough and incom
p]ete: 

(a) In this, as in Crammond's estimate, the 
Gesamteigehandel figures are used. 

(b) It shows a figure of 200-300 million marks tor 
short-term money credits-an item that is often 
referred to by writers on the subject of the German 
balance, but is practically never put into figures. 
(For further consideration of this item, see p. 274.) 

(c) It leaves out of the reckoning the bullion and 
specie movement, which increased Germany's net 
adverse balance in 1913 by 335 million marks. It 
also leaves out the tourist trade; the receipts from 
the carr,ying trade; earnings from banking, insur
ance, commissions, and from other minor items that 
together probably amount to a considerable sum in 
Germany's favor. 

3. VON GLAeENAPP'S ESTIMATE POR THl!I YEAR 1913 • 

(In million$ of marks) 

Credits Debits 

Exports of commodities' 10,097 Imports of commodities. 10,770 
Interest on foreign in· Migratory laborers took 

vestments .•........ 1,000- away about .......... 400 
1,250 Available for investment 

International freights abroad ...••......... 927-
and banking transac- 1,177 
tions ......•....•... 1,000 

-- --
12,097- 12,097-
12,347 12,347 

• Mlllneh .. ,., GUlllrd.",. Com" • .,cial, Bec .... lrUclio" ill Europe, •• ct. I, p. 28. 
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(a) Von Glasenapp, like Schmidt, leaves the bul
lion and specie movement out of consideration. If 
this is included, the sum available for investment 
abroad is cut to between 600 and 850 millions. It 
might perhaps be argued that the bullion and specie 
should not be included in arriving at a net payments 
balance-the basis for such an argument being that 
Germany had a choice of using the proceeds of her 
exports either for investments abroad or for import
ing gold. This argument, however, would apply 
not only to gold but to all imports. Germany is not 
a gold-producing country, and in order to get the 
gold which she needed for monetary purposes and 
for use in the arts she hnd to import it. That her 
nccounts show year after year a net importation of 
gold indicates a need for gold imports pressing 
enough to outweigh the alternative choice of increas
ing foreign investments and the resulting increase of 
interest returns. 

Germany was a borrower in the short-time money 
markets 0/ the world. This fact explains to some 
extent the discrepancy between the average amounts 
which the above table of estimates shows she had 
available for investment, and the average amounts 
that it appears she actually was investing abroad. 
If these short-time borrowings had been liquidated 
within a reasonably short period of time, and if they 
had been contracted to provide current funds for 
the financing of the commodity trade, the matter 
would not warrant consideration here. The fact is, 
however, that frequently these borrowings were 
renewed agafu and again. This· does not mean that 
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as a rule the renewals were made with the bank: 
which had granted the original loaD.. On the con
trary, each loan was paid as it fell due, but it was 
paid from the proceeds of a new loan from some other 
source. A borrower from Bank A in London, for 
example, paid the loan when due from new cred,its 
extended to him by Bank: B, located perhaps in 
London, perhaps in Paris or Amsterdam. Thus, 
directly or indirectly, these loans furnished Ger
many with part of the funds which she used for for
eign investments. 

In his "Internationaler Zahlungsverkehr und 
Wechselkurse," Dr. F. S. Schmidt 1 points out that 
statistical information concerning short-time credits 
is almost entirely lacking for the obvious reason 
that, as a rule, few people have cognizance of such 
transactions. He quotes one estimate, however, 
which is given in Schwarz's "Diskontpolitik" (1911), 
p. 122, to the effect that of the 500 or 600 million 
marks of short-time credits extended each year, from 
200 to 300 millions were not based on merchandise 
transactions but represented pure money borrowings. 
These sums were borrowed principally in France and 
Great Britain, where the rates were comparatively 
low. Whether or not the figures which he gives are 
reliable is a matter of less importance than the fact 
which he states. A great deal of light is thrown upon 
Germany's financial position by the fact that she 
was borrowing in the short-time markets where inter
est l'ates were low and was using the proceeds to 

I pp. 28 and 393. 
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finance undertakings in countries where interest rates 
were high. 

Dr. Kurt Singer,l in an article dated July 1,1922, 
also contends that before the war Germany exceeded 
her economic capacity in her foreign investments, a 
theory which he says was often maintained in Ger
man conservative circles in pre-war days. In refer
ring to von Glasenapp's estimate of the 1913 balance 
of payments, he says that while in 1913 Germany 
may have had a credit balance of 1 billion marks, in 
the four previous years her accounts barely balanced. 
To show that during these and many other pre-war 
years, the increase in her foreign investments was 
made possible only by contracting short-dated obli
gations in the richest money markets, he calls atten
tion to the rates at which mark drafts drawn in 
these markets were discounted in Berlin. 

The table on p. 276, taken from his article, shows 
the number of days in which mark bills 2 of exchange 
were above par, at par, and below par, as compared 
with sterling, francs, and guilder. The figures are 
Berlin quotations. 

During the fifteen years under consideration, the 
mark steadily depreciated, indicating, according to 
Singer, that the bal8.nce of payments was gradually 
growing less and less favorable. Owing to the ever
increasing pressure caused by the home demand for 

I Die deut.sche Auslands-Verschuldung, Wil'f3cM/t8diemt, July 7, 
1922, pp. 66IHl61. 

I Singer states that this is compiled from Reichsbank documents, 
the rates used being Cor eight-day drafts, except that sterling and 
Crancs are quoted .. at sight" for the yea.nJ 1909 and 1910. • 
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foreign currency, the value of the mark as compared 
with British, French, and Dutch currencies grad" 
ually drifted below par. 

NUMBER OF D4 TS M4lUt E'lrCB4N'ClE WAS OR WAS NOT D1ill'uSSJ;:J) • 

1896-1900 1901-1905 11106-1910 

In'Terma 
of 

Above At Below Above At Below Above At Below 
Par p., Par Par P"" Par Par Par Par -------------,_. ~ 

Sterling .•.. 366 21 395 2S2 41 4.89 1111 32 9311 
Franoe .••.. 265 64- 4,S3 4.3 65 614 50 15 1,014. 
Guilder .•.. 316 36 429 224 *2 516 125 28 630 

• Singer do .. not ."plaiD why the to"'l nWllber of dan Bet doWIl ill lIot 
llreater for each of the liv .... ;ve~ period.e. 

The theory which Singer and Schmidt advance in 
explanation of the growth of German foreign invest ... 
ments agrees with the findings of an investigation 
which the British government made at the begin
ning of the war into the affairs of London agencies 
of enemy banks. A combined balance sheet of five 
of these banks, published in 1917, shows large lia· 
bilities under the heading "Bank of England accept. 
ance advances", and the offsetting asset of II debtors 
in enemy countries". Considerable evidence of 
German borrowing operations in Paris likewise 
came to light in 1911 when trouble between Ger
many and France was brewing over conditions in 
Morocco. 

Before the war Germany exceeded her economic 
capacity as an investor, and yet her new annual inve8t
ments were gradually decreasing in amount. Each of 
thes'e sta.tements is frequently met in discussiollS of 
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Getman pre-war trade and finance. Taken together 
they are highly illuminating. Even 'though Ger
many was exerting herself to the utmost, she was 
finding it more and more difficult to obtain a surplus 
in her. international accounts, after providing for the 
needs of her growing population. The fact remains, 
however, that she was finding a way to expand her 
foreign holdings; she was in some way or other pro
viding herself with a surplus and finding a way to 
make this surplus available in foreign countries. 
From the point of view of reparation, it is impor~ 
tant that a measure of this surplus should be found. 
The foregoing discussion of German international 
income from trade and service and from borrowings
does not give the estimate that is needed. Some 
other way of arriving at the figure must be found. 

m. THE ANNUAL AVERAGE INCREASE IN INVESTMENTS 

The growth oj foreign investments over a considerable 
period oj time indicates roughly the average annual 
amount invested abroad. From the table on page 260 
it will be seen that the several estimates concerning 
Germany's holdings in 1892-3 are in fairly close 
agreement as are likewise those for the year 1913; 
but this is not the case for the intervening years. 

The report of the Imperial Marine Office, made in 
December, 1905, is widely used as a basis for most of 
the later estimates, bu~ it is recognized that the fig
ures given in the report are undoubtedly over
stated. Riesser 1 explains that the report was 

1 Ru:SSEll, J., ibid., p. 803. 
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based on the returns from a questionnaire sent out 
to German consuls everywhere, and that the con
suls' reports, in turn, were based upon the more or 
less accurate estimates furnished by others to the 
consuls at their respective posts. As he summar
izes it, the report states that: 

(a) The amount of German capita.! invested in foreign under
takings, plants, business enterprises, and participations, is 
estimated at 7.7 to 9.2 billion marks, equivalent to an income, 
reckoned at an average of 6 per cent, of 462 to 552 million marks. 

(b) The amount of foreign securities in the posse"''1sion of 
German holders is estimated at least at 16 billion marks, equiva
lent to an income of 800 million marks, reckoned at 5 per cent. 

In commenting on this same report, Helfferich 1 

points out the obvious fact that 

it will not do simply to add over-ses: capital investments to hold
ings of foreign securities. . . . This would give a total, for the 
two groups of the Imperial Marine Office in 1905, of 24 to 25 
billion marks. On the contrary, a large part,-in fact, by far 
the largest part, of oversea capital investments are in the form 
of securities. Upon the basis of the Marine Office's figures, 
therefore, total investments of capital abroad in 1905 ought not 
to be placed higher than 20 billion marks. Even this total 
appears doubtful; for, from the total amount of foreign securi
ties brought out in Germany, considerable reductions must be 
made to represent securities redeemed or bought back by foreign 
countries. 

A spirit of optimism seemed to prevail in 1905, 
however, for it is evident, by reference·to the table 
on page 260, that the report was accepted at that 
time without a correction being made for the error 
which Helfferich points out. This accounts for the 

llliLFFERICB, KA.nL, ibid., pp. 112-113. 
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fact that the estimates published at that time are con
siderably higher than those published seven or eight 
years later. 

In arriving at an estimate of the net ,amount of 
Germany's foreign investments in 1913, Helfferich 
argues that 

within the past few years new investments abroad had been con
siderably restricted, owing to the home demand for capital for 
industrial and public purposes. 

He therefore sets his estimate at 20 billion marks, 
with the comment that in view of all the circum
stances, "even this figure seems rather too high 
than too low." , 

C. K. Hobson's estimate is even more conservative 
than Helfferich's, for he says that at the outbreak 
of the present war German foreign investments did 
not, perhaps, greatly exceed £1,000,000,000 (M. 20 

. billions) in amount, and were to some considerable 
extent offset by investments in Germany on the part 
of foreigners. 

A census of the foreign securities owned by Ger
man nationals, taken in Germany in accordance with 
a decree of Aug. 23, 1916, helps confirm the esti
mates reported by' Helfferich, Hobson, .and others 
for the years just before the war. German nationals 

. reported to the German government in August, 1916, 
ownership of 16,248 million gold marks. They also 
reported that from the middle of 1914 to August, 
1916, an export of about 2 billion gold marks of for
eign securities had taken place. It was on the basis 
of the infQl'IlU\.tion fl,l1'Ili.shed by this census that the 
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government, on Mar. 22, 1917, acquired complete 
control of the utilization of foreign securities in Ger~ 
man possession, and in May, 1918, began to mobilize 
certain Swedish, Danish, and Swiss securities.1 

As the purpose of the investigation was more or 
less generally known, it is probable that the returns 
were somewhat understated. The fact that the 
government was able at this time to get definite 
information with regard to 18,248 millions of securi~ 
ties indicates that the total investment at the begin
ning of the war was considerably in excess of this 
figure, and that after deductions were made for 
German securities owned by foreigners, a net figure of 
20 billions was probably not' far from the truth. 
Hans David's estimate of 21 billions, given in the 
table on page 260, was based on this census. It 
appears that MUller's figure of 35 billions is an esti~ 
mate of the total ownership by Germany of foreign 
securities and enterprises, with no allowance for 
duplication or for foreign investments in Germany. 
It is interesting to note that Steinmann-Bucher's 
estimate for 1914 is only 25 billions, as against an 
estimate of 30 billions for 1909. 

Taking everything into consideration we con
clude that. the net amount of Germany's foreign 
investments increased during the 20-year period 
1894-1913 from approximately 12 billion marks to 
20 billions, the net increase for the period being about 
8 billion marks. This is the equivalent of an average 
annual investment of about 400 millions, assuming 
that the amount invested remained the same year 

1 Wirtllchaj't und Slatistik, no. 2, 1923, p. M. 
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after year. HelfIerich, Crammond, and others, 
however, state that the annual sums invested were 
not the same throughout the period, but that the 
amounts invested in the later years were less than 
those in the earlier years. In other words, the. 
annual balance of payments in favor of Germany was 
gradually decreasing: the annual foreign invest
ment in the early years of the period was somewhat 
more than 400 millions, and in the later years, some
what less than 400 million marks. 

If no allowance is made for possible changes in the 
trade and financial balance before the war (but see 
text, pages 34-48), Germany could not, however, have 
made annual payments of 400 million marks to 
foreign countries year after year during the twenty 
years before the war. If she had done this her 
foreign investments could not have increased above 
what they were in 1893, namely, 12 billion marks. 
In fact, they might even have fallen below this 
figure, for it is the experience of investing nations 
that their investments actually shrink in value 
unless new investments are added, thereby building 
up the competitive strength of their enterprises as 
compared with those of other countries. 

If we assume that with foreign investments remain
ing at 12 billion marks, interest income would have 
remained at 600 millions-the estimated interest in
come for the year 1893-the average annual interest 
income for the twenty-year period would have been 
reduced from 836 millions to 600 millions, a reduc
tion of 236 million marks. This cut in IDcome would 
of course have reduced her ability to invest abroad 
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or to pay foreign obligations. In other words, if in 
this period Germany had used all of her net pay~ 
ments balance for the purpose of meeting foreign o~ 
ligations, and had made no additions to her foreign 
investments, her ability to pay foreign obligations 
would have been cut from about 400 million marks 
to less than 200 millions a year. 

In terms of 1922 prices, this average of 200 millions 
per year is equal to not quite 400 millions. Three 
series of price index numbers for the period are 
published for Germany:! those published in the 
J ahrbUcher fur N ationa16konomie, which are based 
on actual average prices as shown by official st~ 
tistics of the German customs union; those compiled 
by Otto Schmitz, and those published in the Statis~ 
tisches J ahrbuch fur das Deutsche Reich, the latter 
two being based on wholesale prices in Germany. 
The average price level during the twenty-year 
peritld 1894--1913, was, according to Schmitz, 82.5 
according to the JahrbUcher, 84.9; and accord
ing to the Statistisches J ahrbuch, 86.6 per cent of 
the 1913 prices. In terms of 1913 prices, therefore, 
an average annual investment of 200 millions during 
each of the twenty years, was equal to 245 millions 
according to the Schmitz index; to 235 millions 
according to the J ahrbUcher; and to 230· accord
ing to the Statistisches J ahrbuch. Converted into 
present-day prices, which are about 60 per cent above 
those of 1913, 245 millions become 392 millions; 

1 Bulletin ·284, U. S. Bureau of Labor Statistics, Index Numbers 
of Wholesale Prices in the U. S. and Foreign Countries. pp. 228-254. 
8tatilltische$ Jahrlw.ch/ur em DeutaCM Reich, 1921-22, p. 285 •. 
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235 millions become 375 millions; and 230.millions 
become 370 millions. 

Taking into consideration the fact that Germany's 
favorable balance of payments was gradually decreas
ing in amount, we might assume that during the 
first ten years of the period she would have been 
able to make annual payments averaging about 250 
millions i and during the last ten years, about 
150 millions. On this basis, the average for the 
twenty-year period appears slightly higher, when 
converted into 1922 prices, than that calculated 
above. 

Taking the 1913 price level as 100, the average 
level of prices during these first ten years was, 
according to the Schmitz index, 73.8; according to 
the J ahrbilcher, 76.6; and according to the Statis
tisches Jahrbuch, 79. The average level for the 
years 1904-1913 was 90.5 according to Schmitz; 
92.5 according to the Jahrbilcheri and 94.2 accorp
ing to the Statistisches J ahrbuch. On the basis 
of the Schmitz index, an average of 250 millions 
each year for the ten years 1894-1903 is equal to 
339 millions at the 1913 price level; on the basis 
of the J ahrbilcher index, to 326 millions; on the 

I 

basis of the 8tatistisches J ahrbuch, to 316 millions .. 
An average of 150 millions for the years 1904-1913 
is equal to 166 millions at 1913 prices, according to 
the Schmitz index; to 162 according to the J ahrbilcher 
index; and to 159 millions according to the 8ta
tistisches J ahrbuch. Over the whole period, there
fore, the average annual investment, in terms of 
1913 prices, was, according to Schmitz, 250 mil-
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lions; according to the Jahrbucher, 244 millions; 
and according to the Statistisches J ahrbuch, 237 
nilllions. When converted into present prices, 250 
millions become 400 millions; 244 millions become 
390 millions; and 237 millions become 380 millions. 

IV. ITEMS IN THE WAR AND POST-WAR ACCOUNTS 

For war and post-war years the German trade 
statistics are much less reliable than formerly. 
During the war years, and until September, 1922, 
whatever value-figures were officially reported by 
Germany were stated in terms of paper marks. 
Those who wished to compare these figures with 
data for pre-war years found it necessary to convert 
these paper~mark values into gold-mark values, 
making the conversion as a rule on the basis of the 
monthly trade returns and of the corresponding 
monthly average exchange values of the mark. 1 

In 1922., however, the fall of the mark was so rapid 
that such conversions became practically meaning
less. In September, 1922, therefore the German 
statistical office decided to publish an officially 
computed gold-mark value for the total imports 
and total exports-in addition to the paper mark 
'values which it continues to give for the many 
commodities itemized in the returns. . 

The method used in this conversion is somewhat 

1 See pp. 52-53 of the text for a further disoWlSion of post-war 
difficulties in the way of compiling accurate trade statistics. In 
making comparisons between pre-war and post-war trade statistics, 
an allowance must, of course, be made for the change in territory 
which hall resulted from the execution of the peace treaties. 
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complicated, but in view of the difficulties involved, 
it has been accepted by the statisticians of other 
countries as a fair and reasonable method. As ex· 
plained in M onatlich8 N achweise ii,ber den auswdrtigen 
Handel Deutschlaruh (the German monthly trade 
report) for September, 1922, the gold mark valuelJ 
reported are arrived at in the following way. 

1. Imports. In accordance with the decree of 
Feb. 12, 1921, concerning the declaration of the value 

• of the goods imported, the value of the import:s 
must be declared in paper marks,! that is, the im .. 
porter must state the number of marks he actually 
paid to cover the cargo, whether the invoice was 
made out in marks or in foreign currency. It often 
happens that the value of imports is much higher 
than is indicated by this declared paper~mark value, 
because of the fact that in many cases severalnwnths 
intervene between the conclusion of a contract, ot' 
the date of payment, and the importation of the 
goods, and that during this time a considerable 
depreciation in the value of the mark may take 
place. If, in order to offset this, the declared import 
values be converted into gold:marks at the average 
rate of the dollar during the preceding :month, the 
resulting gold.mark figures are also too low, because 
more than a month generally elapses between the 
time of payment and the date on which the goods pass 
the frontier. A possible alternative is to convert the 
paper~mark values into gold marks on the basis of 

I Notice that both exports and imports are now on a de9!,Q.red 
basis. but the change does not affect the method of dealing with 
ahipping chargea; exports are still {.o.b.; imports, c.i.f. 
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the latest London commodity price quotations
taking that as the best· index of world prices. This 
method of conversion, however, gives too high a 
valuation because some imports are from countries 
selling below the world price level, and a small part 
of the imports are even from countries which accept 
payment in paper marks. To avoid the objections 
offered to each of the above methods, the German 
statistical office makes the conversion by both 
methods, determines the arithmetical average of the 
two figures, and reports this as the gold-mark value 
of imports. 

2. Exports.-Exports are declared in terms of the 
currency for which 1lhe.y were sold. The fact that 
those exports which are sold for foreign exchange 
are also declared in terms of foreign currency gives a 
better guaranty under present circumstances of the 
accuracy of the export returns than does the method 
used for imports. At present ahout 60 per cent of 
the total exports are declared to the statistical office 
in terms of foreign currency. To determine the gold 
value of the remaining 40 per cent, the statistical 
office converts the paper-mark values into gold
mark values by using the average rate of the month 
of exportation (Berlin exchange). So long as the 
exchange continues to fluctuate, this method is, of 
course, not accurate, but as foreign payments may 
be made either before 'or after the month of exporta
tion there are sufficient grounds for making the con
version at the rate of the month of exportation. 

Other difficulties in the way of collecting accurate 
statistics of Germany's post-war trade are discussed 
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on page! 52-53 of the text. Any comparisons made 
between the trade for pre-war, war, and post-war 
years, must make allowance for the difficulties under 
which the later statistics are compiled, for the de
crease in German territory and population that has 
resulted from the Peace Treaty, and also for the 
abrupt rise in the world price level since 1913. On 
the other hand, it is reasonable to make compari
sons between the import and export figures for a 
given year, since both sets of figures are compiled 
under practically the same conditions. In the result, 
known as the balance of trade, errors in the export 
figure! to a large extent cancel similar errors in the 
import figures. In view of all the facts, therefore, 
it seems that we may accept the war and post-war 
balance-of-trade figure! published by the German 
government as being reasonably reliable approxi
mations, fairly good expert guesses-as well as being 
the only available official data-with regard to the 
annual deficits in Germany's trade accounts for these 
years. 

Without doubt, Germany is no longer able to meet 
this trade deficit out of a favorable in"isible balance. 
To the evidence on this question that is given in 
the text, some further information and details are 
added in the following paragraphs. 

Since the outbreak of the war, Gerrrulny's net income 
(romforeign investments andforeign balances has c0m.

pletely disappeared. Two methods of estimating the 
remnant of foreign investments len to Germany at 
the close of the war are used in Chapter II of the 
text. Both of these lead to the conclusion that this 
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remnant could not have amounted to more than 2 
or 3 billion marks. 

Chapter III states that even the greater part of 
this remnant has probably now been used in PJ:'<>
viding payment for German imports, and that while 
Germany has been accumulating some foreign bank 
balances, she has little left that will yield her a net 
interest income. A reportI that has recently been 
published by the German statistical office concern· 
ing the census of foreign securities that was taken in 
1916, and the disposal made of the securities since 
then, is in agreement with these statements. The 
16,248 millions held by German nationals in Aug
ust, 1916, were disposed of as follows. 

Millions of 
Gold Marks 

(a) Exported between 1916 and 1919.... ... . . . . . . . . . . . . 6,180 
(b) Sold by the German government during 1917 and 1919 

for the purchase of foodstuffs and raw materials... 832 
(c) Deposited in enemy countries, and confiscated after 

the war. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,887 
(d) Delivered to the Allies, according to the Treaty of 

Versailles. . . . . . .. . . . . .. . . . . .. . . . .. . . . .. . . . . . .. 792 
(e) Exported during the period from April 1, 1919 to the 

end of 1922................................... 1,000 
(J) Unsecured pre-war Austro--Hungarian securities, now 

practically valueless...... . . . . . . . . . . . . . . . . . . . . . • 1,400 
(g) Still in Germany at the close of 1922, comprised in 

large part of Russian securities; Austro-Hungarian 
government secured loans, industrial stocks, and 
bonds; and of Turkish, Roumanian, and similar 
depreciated government securities; interest income 
on all of which has almost entirely ceased......... 2,157 

Total. • • . • . . . . . . .. .. .. . . . .. . .. .. . .. . .. • 16,248 

I Wirlachaft und Stati8tik, no. 2, 1923, p. 64. 
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Whereas the estimates in Chapter II lead to the 
conclusion that the net remnant of German securities 
at the end of the war was probably not more than 2 or 
3 billion marks, the above table shows only about 1 
billion of saleable foreign securities left to Germany 

, on April I, 1919. In Chapter II it is, of course, 
assumed that the total German investment in foreign 
securities and foreign enterprises was somewhat more 
than 20 billions, but that, on the other hand, there 
had been foreign capital invested in German securi
ties and German enterprises. The 20 billions are 
estimated to be the net amount-after allowance 
had been made for foreign investments in Germany
on which Germany received income in pre-war years. 
It is the remnant of this net amount-or the net 
remnant-which is estimated to have been 2 or 3 
billions at the end of the war, and now to have 
dwindled to practically nothing. 

The German securities census probably did not 
succeed in revealing all German-owned foreign 'se
curities; it also seems to have taken no account of 
German capital directly invested in foreign under
takings, plants, business enterprises, etc.; nor does 
it raise the question of the extent to which foreigners 
have invested in German securities and German 
enterprises. If these facts are taken into consider
ation, and if allowance is made for the fact that the 
total value of German foreign securities-18,248 
million marks-which the census revealed, p. 280" is 
1,752 millions short of the estimate used as a basis 
for the computation in Chapter II, the figures with 
regm:d to the probable amount of this remnant of 
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holdings disclosed by the securities census agree 
very well with those arrived at in the text. 

As a result of the war, German shipping earnings 
have been greatly reduced. In accordance with the 
Treaty of Versailles, the greater part of Germany's 
ocean-going tonnage was transferred to the Allies 
during the years 1919 and 1920, thus leaving her 
with practically no shipping income for these years. 
Since then, however, she has bought back some of 
these transferred ships, has added new ones to her 
merchant fleet, and has also leased foreign ships to 
supplement her insufficient tonnage, so that once 
more the shipping item appears in her international 
accounts. 

It should be remembered that, since the Ger
man trade (both exports and imports) is valued at 
the German frontiers, the figure recorded as the value 
of imports includes not only the cost of the goods but 
also the cost of transporting them, and charges for 
insurance, banking, commission services, etc. The 
export figure is exclusive of costs added after the 
goods leave the German frontier. Thus Germany's 
expenditures for shipping are automatically'set down 
in her ,international accounts as a part of the import 
figure, but her shipping receipts are not included in 
the export figure. It is therefore necessary that 
these accounts should also include any income which 
she receives from shipping. To determine the net 
shipping item it would be necessary to separat.e 
from the import figure the part that was paid to 
foreign ships, and to set against this the'income 
received from foreigners for the services of German 
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ships. . If this were done, the result would probably 
show that at present Germany is receiving very 
little, if any, net return from shipping. The so
called II shipping income" that is usually recorded 
is not this net figUrej it is simply the credit item 
which is balanced against the concealed shipping 
debit included in the import figure. 

On page 264, the German shipping income for 
1921 is estimated at 68 million gold marks, and 
for 1922 at 180 millions. The method used in 
arriving at these estimates is open to more objections 
when used for post-war than for pre-war years, 
but it at least furnishes a rough guess, and at present 
nothing better is to be had. 

Germany's international receipts from the transit 
trade have been ronsiderably red'llbJd. According to a 
French estimate, they amounted to probably 25 
million gold marks for the year 1922, a figure which 
represents a reduction of 75 per cent or more as com
pared with the 1913 estimates. In accounting for 
the decrease, a number of causes are cited. (1) 
The total trade to be carried has greatly decreased 
since the war. (2) Goods for Russia and Poland 
that formerly came through the port of Hamburg 
may now enter through the port of Danzig and pro
ceed from there by way of the Polish corridor, 
thereby increasing the freight receipts of Poland at 
the expense of Germany. (3) Since East Prussia 
is now separated from the rest of Germany by the 
Polish corridor, German goods going to or from East 
Prussia must pass through this part of Poland, thus 
further reducing Germany's net income from the 
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transit trade. (4) Foreign boats on German rivers 
are more numerous now than in pre-war times. 

The above estimate of 25 millions may be some
what low, but since the item bulks very small in 
Germany's balance of payments, the net effect of 
an understatemeI:\t or overstatement here would be 
of minor importance. As matters of detail, how
ever, attention may be called to the following facts: 
(1) Germany's state-owned railway mileage in 1922 
had been reduced, as a result of the war, to about 92 
per cent of the 1913 figure. (2) Exaggerated impor
tance is given above to Germany's losses in the 
transit trade in Poland's favor. Shipping in the 
port of Hamburg is rapidly approaching the pre
war level,l while the Polish corridor is a strip of 
territory only about 15 miles wide, in which freight 
charges accruing against Germany cannot be very 
large. 

Dr. Kuczynski contends that Germany's income 
from the transit trade in 1922 probably stood at 50 
per cent, rather than at 25 per cent of the pre-war 
figure-although he believes that the estimates 
which set Germany's transit-trade income in 1913 
at 100 to 120 million marks, are probably too high. 
He points out that cheap German freight rates are 
attracting trade to the German railways which 
formerly went by ocean carrier.2 Dutch potatoes 

1 See shipping statistics in the FederaZ ReseTVtl BuUelin, MaY, 
1923, p. 610. Hamburger Uebersee-Jahrbuch, 1922 (edited by 
Friedrich Stichert), pp. 444-5. Geschdltsbericht der Deut.~chen 
Reichsbahn uber das RechnungsJahr 1921, p. 16. 

I KUCZYNSKI, R., II Reichseisenbahnen und Reichsfinanzen," 
. p. 23 f. Cf. TECKLENBURG, "Die Reichsbahn," voL II, p. 15. 
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bound for France are now carried through Germany 
rather than by way of Belgium. Czechoslovakia, 
which in pre-war times got its overseas goods by 
way of Trieste, receives them nowadays by way of 
Hamburg, and sends its exports of sugar and timber 
to the German North Sea ports. English coal, 
which in former days went by ship to Genoa, now 
goes through Germany by rail. 

Whether the figure is 25 millions or 40 to 50 mil
lions, it is a relatively small item in the international 
balance of payments. 

The maximum estimate for post-war tourist income 
is 300 million gold marks per annum. The method 
by which this estimate is reached, is explained on 
page 54 of the text. If the income from the tourist 
trade ever did reach this figure, it seems quite certain 
that that time is now past. C. E. Herring, American 
Commercial Attache to Berlin, would discount the 
statement altogether. He says:l 

The profits from tourist expenditures in Germany are, no 
doubt, smaller than before the war, as the hotel crisis in all the 
larger cities and the discomforts of travel tend to keep away all 
but business visitors. Furthermore, while foreigners usually 
spend much more than the domestic population, their expendi
tures, calculated on a gold basis, are exc.eedingly low, and the 
purchasing power of the dollar, pound, or franc, in terms of 
commodities, transportation, or even hotel accommodations, is 
considerably more than before the war. Foreign visitors in Ger
many, as well as the armies of occupation in occupied Germany, 
are really beneficiaries of the abnormally low prices (measured in 

1 Trade Information Bulletin 40, C. E. HERRING, MAURICE PAR

MELEE, and IWBERT J. SCOVELL, "German Reparations, Budget, 
and Foreign Trade," June 26, 1922, p. 31. 
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gold) resulting from German financial exhaustion, despite large 
expenditures in paper marks and the frequent payment of higher 
prices than Germans. 

Germany's post-war income has been increased 
somewhat through the receipt of gifts and relief 
contributions. 

The statement is made on page 102 that a balance 
between Germany's invisible debits and credits is the 
most that may be assumed for some years to come. 
She may increase her shipping income, but her future 
progress in rebuilding her merchant marine is likely to 
be less rapid than it has been in the last year or two. 
Already the tourist income has begun to decrease. 
Other items that yielded her a temporary income 
following the war are disappearing from the accounts. 
There is little prospect of much increase in her income 
from the transit trade. The income from all other 
invisible items is practically negligible. The only 
items likely to bring an appreciable future income, 
therefore, are shipping and the tourist trade; and 
against these items stand the large payments which 
Germany must make to foreign investors who have 
been buying the stock and bonds of German cor
porations, as well as other forms of property in Ger
many. 
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ESTIMATES OF GAINS FROM T~ SALE OF 
PAPER MARKS 

IN the text use has been made of the estimates of 
Kurt Singer and of J. M. Keynes with regard to the 
gain which accrued to Germany through the purchase 
of paper marks by foreign speculators. Both writers 
had made some use of an estimate published by von 
GlasenapPi Singer, in fact, makes definite reference 
to it. This estimate of von Glasenapp's was to the 
effect that early in 1922 foreigners were in possession 
of some 25 to 30 billions of paper marks, that foreign 
credit balances in German banks amounted to about 
35 billions paper, that foreigners held German 
securities valued at about 35 billions paper, and that 
the total credits granted to Germany amounted to a 
maximum of 30 billion paper marks. 

Singer's method is as follows. Having quoted this 
estimate, he proceeds to the question of ascertaining 
the gold-mark equivalent received by Germany in 
return for this paper. Of the total 130 billions 1 

1 When testifying before the Sozialisierungs-Kommission fiber die 
Reparationsfragen, April 1, 1922. von Glasenapp was asked whether 
the mortgages given to foreigners by German real estate owners were 
included in the 130 billions. His answer was. " As to the mortgages, 
we have no figures." and director Nordhoff of the Reichsbank said, 
"Some billions will have to be added on their account." In the 
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itemized above, 100 billions, according to Singer, 
may be considered as short-term obligations. Of 
these 100 billions, he assumes that probably 60 
billions are payable in paper marks, and that the 
rest are payable in some other form of currency or 
are secured by some form of tangible assets. These 
60 billions of paper, then, converted into gold-mark 
values, represent according to Singer the amount 
which Germany gained from her foreign dealings 
in paper marks. 

As a first step towards this computation he gives 
the following comparison of paper-mark and gold
mark values over the period during which these sales 
took place: 

Paper-mark 
Equivalent 

Average rate during the war.. . • • • . . . • . . .. . . . . . . . . Ii 
Average rate for the years 1919-1921 inclusive...... 8 

For separate years the rates were: 1919............ 4 
1920..... ....... 15 
1921............ 20 

His next step concerns the way in which theRe 
sales of paper marks were distributed over the 
period in question. Singer says that since the 
larger sums in notes were in all probability liquidated 
soon after the end of the .war and since the arithmet
ical average rates for the years 1914-1921 inclusive, 

same st'.ssion, von Glasennpp said he considered that the estimates 
which placed German-owned foreign exchange at a value of 1 to 1.5 
billion gold marks were too high .. See, "Verhandlunv;en der Soziali
sierungs-Kommission tiber die R.eparationsfragen," 1922, vol. III, 
pp. 430 and 426. 
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shows 2 paper marks as th~ equivalent of 1 gold 
mark, it is reasonable to assUme that the mean rate 
of purchase was approximately the same as the rate 
quoted for 1919, or 4 paper marks to 1 gold mark. 

At this rate of conversion, 60. billion paper marks 
are the equivalent of 15 billion gold marks, or, as 
Singer puts it, for the acquisition of these 60. billion 
paper marks, foreign purchasers have expended 
about 15 billion gold marks. He adds that if the 
unlikely supposition is made that these 60. billions 
of paper were acquired at an average rate of )0. paper 
marks to 1 gold mark, foreign holders have paid 6 
billion gold marks for the 60. billions of German bank 
notes, deposits in German banks, and short-dated 
loans which they hold. These figures, as Singer 
points out, do not take into account the losses in· 
curred by the purchase of German securities. To a 
certain extent, all foreign purchases of German secur· 
ities since the war might be considered as a form of 
mark speculation, but this applies more clearly to 
government and municipal than to industrial securi
ties. 

The statement made on page 85 of the text to 
the effect that Singer's estimate shows that Ger
many's gain from' mark speculatjon since the war 
has amounted to 10. billion gold marks, is not a direct 
quotation from Singer, but is deduced from the data 
which he presents. He says that of the 23 to 3D 
billion paper marks held by foreigners, from 6 to 7 
billions were sold by Germany during the war, with 
a view to covering surplus imports, in addition to 
German notes-the amount of which he does not 
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specify-expended during the war in occupied terri
tories. Converted into gold marks at the average 
rate for war years-I! paper marks to 1 gold mark-
7 billion paper marks becomes approximately 5 
billion gold marks. Of the total 15 billions, there
fore, which he estimates as Germany's gain from 
mark speculation for the years 1914-1921, some 5 
billions or more were gained during the war j the 
remaining 10 billions or less were gained after the 
war. 
\ Keynes' estimate of Germany's gains from mark 

speculation refers altogether to post-war years. He 
states that speculators in marks could take their 

. securities in any of three ways: . Reichsbank notes, 
deposits in German banks, or German mark bonds. 
His estimates with regard to each class are as fol
low: 
(a) Reichsbank notes held abroad at the end of 1921, 

according to most authorities, amount to from 25 
to 30 billions, for which foreigners paid in gold 
approximately ............................... 3.5 billions 

(b) Balances for foreign account held in German banks, 
on the assumption that directly or indirectly 
300,000 foreigners have opened bank accounts in 
Germany and have remitted £500 each on the 
average, amount to a total of gold marks of. . . . . 3 billions 

(c) German mark bonds, mainly government and munic
ipal~nly a limited number of issues of which 
have interested foreigners on an important scale 
-may at the most be estimated in gold marks at 
perhaps. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... 1.5 billions 

The total realized from these sources amounts in 
gold marks to. . . . . . . .. . . . . . . .. . . .. . . . . . . . . .. 8 billions 

The method by which he arrives at his estimate 
that approximately 3.5 billion gold marks were paid 
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for the 25 to 30 billions of Reichsbank notes held by 
foreigners is as follows: First, he tests the paper
mark estimate to see if it appears reasonable; second, 
he states the conversion rates applicable to each of 
the 3 years 1919-1921; third, he computes JUs gold 
mark totals. 

1. To test his estimate that about 25 to 30 billions 
of paper marks had been acquired by foreigners 
since the war, he proceeds as follows: 
At the end of 1918, the tot.al note issue of the Reichsbank 

was 22 billions; and at the end of 1919, it was 36 
billions; an increase of 14 billion marks during the 
year 1919. During the year 1919, however, German 
prices doubled, so that a part of this increase was 
required at home,leaving for export during the year 
probably Dot ~ore than .. , , ................ , .. 5 to 7 

During the year 1920,' the note issue increased to 69 billions 
billions, a net increase for the year of 33 billions. 
During 1920, however, prices trebled (the average 
for the year 1920 being seven times that for the year 
1918) so that in 1920 as in 1919, a considerable share 
of the new note issue was required at home, the 
exp'ort for the year amounting to, say. .. .. .. . . .. . 7 to 14 

During 1921, the note issue increased by 45 billion marks, billions 
or from 69 billions to 114 billions, but again prices 
rose, increasing this time to nine times the 1918 
level, SO that if the internal currency needs of the 
country could be met by a volume of circulation 
four times that of 1918, there would be room only 
for a further export of. • • • • • • . • • • • . . .. • . .. .. ... 14 billions 

2. The conversion rates which he quotes, prac
tically the same as those used by Singer, are as fol
lows: 

Paper-mark Equivalent 
of One Gold Mark 

1919 4 to 5 
1920 14 
1921 20 
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3. On the basis of his estimates with regard to the 
amounts that were exported each year, and the 
respective conversion rate, he concludes that at a 
minimum, 2 billion gold marks, and at a maximum, 
3 billion gold marks, were spent by foreigners in the 
years 1919-1921 in the purchase of Reichsbank 
notes. For the year 1922, while the volume of sales 
was probably large, the value of the mark was low, 
so that the proceeds from mark sales in 1922 were 
not large. He therefore sets 3.5 billion gold marks as 
for his maximum estimate of Germany's receipts 
from Reichsbank notes held in foreign countries. 
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FOREIGN PURCHASES OF URBAN REAL ESTATE 
IN GERMANY 

THE experience of the Berlin district of SchOne
berg has been used. in the text as a basis from which 
to estimate the extent to which foreigners have 
bought up urban real estate within Germany. . The 
data on which this estimate is based areas follows: 

N'OMBEB OJ' BUILDINGS IN ScHONEBERG SoLD TO FOBEIGNEIlS 

IN EACH MONTH. 1915-1923 

Number of Sal .. * Aver.ge Number of Marb to the 
Dollar 

Months 

19111- 1919- 1920- 1921- 192Z- 1918- 1919- 1920- 1921- 192Z-
19 20 21 22 23 19 20 21 22 23 

October .. , 1 3 4 18 113 6.6 26.9 68.1 150.2 3.181.0 
November. .. , 8 3 35 140 7.4 38.4 77.2 263.0 7.183.1 
December. ... 16 2 29 51 8.3 47.4 73.0 1111.9 7,589.3 
J .... .....,. ••• ... n 6 15 33 8.1 59.6 65.3 191.8 17.972.4 
February .. ... 27 9 n 16 9.1 99.0 61.3 207.8 27.917.7 
March •••• ... 24 2 19 3 10.3 82.7 62.5 284.2 21.190.0 
April ••••• ... 18 1 41 ... 12.5 59.6 63.5 291.0 
)4$,. ...... ... 10 4 37 ... 12.7 46.5 62.3 290.0 
Jun ....... ... III 2 37 . .. 14.2 39.1 69.4 317.4 
Jul,. ...... ... 8 ... 63 ... 15.2 39.5 76.7 493.2 
Auguat .... 1 /; 1 56 ... 19.3 47.7 84.3 1.184.61 
September 1 6 4 90 ... 24.1 68.0 104.9 1.46&.11 

• Figures for 1918-19 to 1921-22 taken from Stegemann, L'aoquisition d. 
maioollll alIemudee par des 6trangera (D...,..lt-ProlUllriocAe Wimcllt1./14-g".... 
... pcmd ..... 110. 1. 1923, p. 10; exch.an.ge .... te of the dollar for 192Z-23 taken 
from Wime.\oJl un" 8Ia1ioliJ:; ho ..... sales in 192z..23 taken hom Stegemann. 
L'acquisition d'immeubJes berlinois par d.. 6tran"", (Doutaclt-""taN4riocAe 
Wim.M/I.t·g ..... ..,.....".,..l. no. 5/6. 1923. p. 15). 
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PLACE OF RESIDENCE OF FOREIGN PUlICHASERS OF BUILDJNGS TN 

SCHONEBERG* 

Number of Buildings Sold to Foreigners 

Residence of 
Oct., Oct., Oct., Oct., Oct., Oct., the Purchaser 

1918, to 1919, to 1920,'to 1921, to 1922,to 1918, to 
Sept., Sept., Sept., Sept., March, March, 
1919 1920 1921 1922 1923 1923 

------------
Austria •••••... ... ... .. , 66 88 154 
Belgium ........ ... 5 ... 6 6 17 
Czechoslovakia .. . ,. 4 ... 50 ' 25 79 
England ........ ... 6 2 7 1 16 
Esthonia ••..... ... ... .. . 9 7 16 
France ......... ... 2 1 18 8 29 
Holland .....••. ... 19 13 18 6 56 
Hungary ....... ... 5 ., . 4 31 40 
Italy ........... ... 2 1 24 11 38 
Latvia ...... ; .. ... 3 2 23 17 45 
Poland ......... 2 19 5 62 74 162 
Roumania .•••.. ... ... 2 12 17 31 
Spain .......... ... 5 ... 46 7 58 
Sweden ••••.... ... 38 ... 13 8 59 
Switzerland ..... ... 5 . .. 10 5 . 20 
Other EuropeaD 

cOuDtries ..... 1 21 5 35 26 sst 
United States ... ... 6 5 16 9 '36 
All other coun-

tries ......... ... 8 2 22 10 42t 
--- ------

3 148 38 441 356 986 

• Compiled from the two articles by Stegemann referred to ahove. 
t Bulgarin 7, Danaig 11. Denmark 11. Finland 5, Greece 2, Jugoslavia 9, 

Lithuania 7, Memel2, Norway 12, RlI88ia 12, Turkey 10. 
~ Argentine Republio 6, Armenia 2, Brazil I, China i, Cuba I, Egypt 6, 

Eritrea 9, Meaopotamia 2, Moucn 4, Paleatine I, Panama I, Peru I, South 
,\fric!'11 'Proon 3, Srri .. 3, Tripoli 2. 
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METHODS OF ACCOUNTING OF THE REPARATION 
COMMISSION 

THE document cited in the note on page 63 was 
the first of a series published by the British and 
French governments which it is hoped wjll throw 
considerable light on the operations of the Repara
tion Commission. 

It is fundamentally necessary to bear in mind that, 
since 1918, the German payments, so far as repara
tion is concerned, have been credited under two 
great headings, those required by virtue of Article 
235 and those required under the other reparation 
clauses (231-234,236-244). Let us take these two 
stipulated sets of payments in order. 

Article 235 of the treaty obligated Germany to 
pay, by May I, 1921, uin such instalments and in 
such manner" • • . as the Reparation Commission 
might fix, the equivalent of 20,000,000,000 gold 
marks. This sum was intended to cover the expenses 
of the Army of Occupation, together with the cost 
of It such supplies of food and raw materials as 
'might' be judged by the governments of the Prin
cipal Allied and Associated Powers to be' essential 
to enable Germany to meet her obligations for 
reparation." The balance was to be reckoned 
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towards the liquidation of the amounts due for rep· 
aration. The military occupation costs were thus 
the first charge upon this sum of twenty billion marks. 
These costs, under Article 249, were to be calcu
lated in two ways. All requisitions within occupied 
territory were to be paid for by Germany in marks 
II at the current or agreed rate of exchange". All 
other costs, salaries, allowances, and equipment were 
to be paid for by Germany in gold marks. 

According to the Commission's figures, the total 
cost up to April 30, 1921 of the European armies of 
occupation was 2,471,336,000 gold marks. Against 
this, states the report, Germany has delivered paper 
marks to the value of 339,432,000 gold marks. The 
net Allied cost of 2,131,904,000 gold marks had, 
therefore, to be charged up to whatever Germany 
might pay under Article 235. Moreover, if the costs 
of the United States Army of Occupation were to be 
included, to these 2,132 millions must be added 1,011 
millions more, making a net total of about 3,143 mil
lions of army costs to be met by Germany's pay
ments under Article 235. Still another item, namely, 
the cost of coal requisitions prior to May 1, 1921, 
amounting to 392 millions, has to be included in the 
aggregate of Germany's minimum obligations under 
Article 235. This gives a total figure of 3,535 mil-
lion marks. . 

Toward the payment of this aggregate sum, the 
Commission admits having received 2,595 mil
lion marks in kind or in cash (from other sources 
than Germany but to Germany's credit). In other 
words, on April 30, 1922, the balan,ce still to be cov-, 



REPARATION ACCOUNTING METHOD 305 

ered by Germany on this account, namely Article 
235, for the period Nov. 11, 1918 to April 30, 1921, 
was 940 million gold marks.1 

The Commission, however, mentions several other 
items which J says are as yet not definitive, but 
which, when all pending questions shall have been 
settled, are to U rank against Article 235". These 
U suspense items" the Commission sets down pro
visionally at the German figures. They amount 
to 4,961 millions and include the following, in mil
lions of gold marks. 

Gold deliveries and other payments made for food and 
raw materials for Germany (German figure)... . . . • 3,835 

Saar coal delivered to France prior to German cession of 
the Saar (German figure) ........................ . 

Currency furnished to the armies of occupation up to 
April 30, 1921. . . . . • . . . . • . • • . . . . . . . . . . . . . . • • • • • 485 

Goods and servicca furnished to the armies of occupa-. 
tion up to November 30, 1920 (German figure).. . • 600 

Expenses of inter-Allied commissions to November 20, 
1920 (German figure). • . . . . • . • . . . • • . . . . . . . . .. . • 40 

4,961 

It is true that the first item represents a payment 
in consideration for which Gernany reaily received 
something. We may, therefore, strike it from the 
account, as it would appear on both sides. But the 
balance of these items as enumerated aggregates 
1,126 million gold marks, and from this figure, 
provisional though it may be, enough may reasonably 
be expected to be realized to offset the pending Ger-

IOn Jan. 31, 1923, this balance amounted to 913 millions. 
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man debit of 940 millions on the account prior to 
May 1, 1921. 

For a clear understanding of the significance of 
this provisional deficit, it must be remembered that 
although Article 235 contemplated large reparation 
payments over and above occupation costs, its first 
object was to meet what might be called the over
head charges of treaty enforcement. If Germany 
failed to .turn over sums in excess of those over
head charges, up to the maximum demanded
twenty billions-then she simply failed to pay just 
that much of her ultimate aggregate debt, losing 
in consequence many advantages attached to early 
payment. The Commission, while not waiving any 
of its claims under Article 235, has in fact merely 
insisted that enough money should be forthcoming 
from the debtor to meet the costs incident to collec
tion. When the deficit or surplus to Germany's 
debit or credit on account of Article 235 shall have 
been determined, presumably it will be carried over 
to the reparation account ~or the reparation year 
1921-22. Thus if the deficit on the military occu
pation cost payments is set at 940 millions, and 
carried over to 1921-22, Germany will be liable 
for 940 millions over and above what she was to 
have paid in 1921-22 on her reparation account (2 
billions, plus 26 per cent of the value of her exports), 
as prescribed in the schedule of payments. On the 
other hand, if the Commission finally credits Ger
many in respect of the II suspense items" with a sum 
greater than 940 millions, there will be a net sur
plus of payments on occupation account down to 
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April 30,1921; and this surplus will be treated as 
payment on reparation account for the year ended 
April 30, 1922. 

We now come to the period between May 1,1921 
and April 30, 1922. The Reparation Commission, 
as we have seen, fixed Germany's liability for repara
tion at 132,000,000,000 gold marks. From this sum 
certain deductions were to be made, and to it there 
was to be at least one addition, namely, the Belgian 
foreign war debt. The deductions were (a) amounts 
already paid and chargeable to reparation, and (b) 
credits for ceded state property. What these de
ductions will ultimately involve cannot-even now 
in June, 1923-be definitely indicated. If they 
were to represent the total of state-property valua
tions, together with the surplus payments under 
Article 235 which we have noted above as within 
the range of possibility, they might even attain as 
high a figure as 6,500 million gold marks. 

Nor is the addition to the reparation liability on 
account of the Belgian war debt to the other Allied 
and Associated powers much more precise. This 
debt was calculated in April 1, 1921 as amounting 
to 4,000,000,000 gold marks. The amount, how
ever, could not be' definitely stated until the nego
tiations regarding international debts had been con
cluded. l 

However, starting out with a provisional aggre
gate liability of 136,000,000,000 gold marks, accord
ing to the Commission, Germany paid during the 

1 By Jan. 31, 1923, the Belgian foreign war debt appears to have 
mounted (still provisionally) to 5,624 million gold marks. 
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year May 1, 1921-April30, 1922, the 'equivalent of 
1,877,814,749 gold marks. The composition of this 
total in millions of gold marks is as follows: 

Cash and securities ............................... . 
Deliveries in kind •................••.....•..•..•.• 
Armistice deliveries in kind ........................ . 

1,313.6 
560.4 

3.6 

1,877.6 

Had Germany complied with the requirements of the 
schedule of payments of May 5,1921, she would have 
paid by April 30, 19222 billion gold marks, plus 26 
per cent of the value of her exports for the preceding 
twelve months, or an amount approximating 2,570 
million gold marks. This she declared herself unable 
to do. She requested on Dec. 14, 1921 a reduc~ 
tion of this amount. On Jan. 13, 1922, the Commis
sion required her to pay 31 million gold marks every 
ten days until a decision might be given as to a 
moratorium. On March 21, a modification of the 
schedule of payments was authorized but only for 
the balance of the calendar year 1922. According to 
this modification Germany was to pay in cash or 
kind a total of 2,170 millions down to the end of the 
year 1922. At the end of the Reparation Commis
sion's year (April 30, 1922), the Commission had 
credited Germany with 509 million gold marks, 
leaving 1,253 millions in kind and 407.7 millions in 
cash to be paid by Dec. 31, 1922. The later tr~ 
actions of the Commission with Germany and the 
successive modifications of the schedule of pay
ments have not yet been the subject of official reports, 
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by the Commission, although, to be sure, there is 
sufficiently authoritative official public record of 
them to make possible the construction of a trust.. 
worthy chronological narrative. 

Reverting now to ~he total of "passed" items 
acknowledged by the Commission to have been 
actually received from Germany in the period May 1, 
1921-April 30, 1922-namely, about 1,878 million 
gold marks-we must examine the method of its 
distribution in order to answer fully the question 
raised above as to the reasons why what is acknowl
edged to have been received from Germany is not 
applied to reparation ,account. 

To begin with, the cost of military occupation 
continued still to be a first charge on all receipts, and 
this cost, although less than before May, 1921, was 
still very large. For the twelve months ending 
April 30, 1922, it amounted (gross) to 289 millions 
of gold marks, of which 79 millions were' stated by 
the Commission to have been 'met by paper-mark 
deliveries. The net cost of 210,591,000 gold marks 
was met from the deliveries in kind received during 
the year (noted above as totalling 560 million gold 
marks). But the costs of the United States in 
excess of 56 million gold marks had not been met. 
Notwithstanding this last fact, the Allied Powers 
decided (March 11, 1922) to meet their own army 
costs since May 1, 1921 out of cash and kind received 
in the same period. In consequence of this decision, 
640,000,000 gold marks of the receipts were trans-

, ferred to army account. The Commission concludes 
its statement of the account with the definite declara--
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tion that Germany was 965 millions in arrears for 
the twelve months ending April 30, 1922 so far as 
the schedule of payments of May 5, 1921, was con~ 
cerned. 

The Commission thus c.oncludes that, as of 
April 30, 1922, 

(1) Germany was still 940 million gold marks 
behind in meetirig the overhead charges 
of treaty enforcement to May 1, 1921; 

(2) Germany could not befinally credited with 
any portion of any of her payments under 
any of the reparation clauses, because of 
deficits in all of her accounts, and be~ 
cause of her inability to live up to the 
provisions of the schedule of payments 
of May 5, 1921; 

(3) Germany was at least 965 million gold 
marks behind in her 1921-22 payments 
under the schedule of payments; and 

(4) The provisional valuations of state 
property transferred by Germany might 
be regarded as provisionally deduct~ 
ible from the capital debt (tenta
tively amounting to 136,000 lnillion 
gold marks)-that is to say, about 
2,504 millions might be subtracted
leaving a provisional net capital debt of 
about 133,496 millIOns, of which .debt the 
A, B, and C bonds given to the Repara
tion Commission by Germany are fonnal 
evidences. But the capital amount is 
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still as indetenninate as the deductions, 
for the reasons stated in 2 above. l 

I In the brief official statement covering tbe period down to 
Jan. 31, 1923, we get the following interesting figures in millions of 
gold marks witbout commentary: 

1. On all accounts prior to May 1, 1921, Germany's 
liability to the Commission or Allied governments 
amounted to 3,535 million gold marks. and she baa 
paid, to Jan. 31, 1923,2,622 million, leaving an un-
paid balance of. . . . . . • . . • . . . . . . . . . . . . . . . . . . . . . 913 

2. On the capital debt account, Germany's liability waa 
137,504 million gold marks, and sbe baa paid 2,553 
million, leaving an unpaid balance of. . . . . . . . . . . . 134,950 

3. On army and related costa since May I, 1921, Ger-
many'. liability waa 392 million, and she haa paid 
321 million, leaving an unpaid balance of. • • . . . . . 71 

4. On the schedule of payments, from May 1, 1921, to 
Jan. 15, 1923, Germany'. liability was 4,931 mil
lion gold marks and she baa paid 2,427 million, 
leaving an unpaid balance of. • . . . .. . .. .... . . . . .. 2,503 

Or, in other worda, Germany's total liability on 
Jan. 31, 1923, waa. • • • • . • • . . . . . • . . • • • • . . . . . . 138,437 
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CLEARING HOUSE OPERATIONS 

THE Treaty of VersaiIles (Article 296) provided 
that each contracting party should assume respon
sibility for the commercial debts· owed by its na
tionals, except in the case of the pre-war insolvency 
of the debtor. Clearing houses for this purpose 
were set up by Germany (April 26, 1920), and from 
time to time by Great Britain, France, Italy, Bel
gium, Greece, Siam, and Haiti. Several other 
states, however, the merchant classes of which were 
known to have had fairly heavy outstanding obliga. 
tiona due to Germany (Poland, Czechoslovakia, 
Roumania, the Serb-Croat-Slovene State, and others) 
have not been unduly hasty in providing the debt
settlement machinery. The majority of those states 
which have had recourse to Article 296 have nat
urally been those countries to which in pre-war times 
German citizens normally were heavily in aebt on 
commercial account. France's position, of course, 
is affected particularly by the special problem of 
liquidating the balances of Alsace-Lorraine with the 
rest of the former German empire. 

So far as Great Britain is concerned, we have a pro
visional estimate that at the outbreak of the war the 
balance.in favor of Great Britain in respect to con-

312 



CLEARING HOUSE OPERATIONS 313 

tract debts was in the neighborhood of £35,000,000, 
-or about 700,000,000 gold marks. (First Report 
of the Controller of the Clearing Office, London, 
1921, page 11.) In addition to these commercial 
obligations, there was much British and other 
Allied property in Germany, and the clearing offices 
were charged with the recovery of such property 
or its proceeds. Both general classes of obliga
tions were to be liquidated at pre-war rates of 
exchange. . 

The Allied clearing houses were to notify the 
German office of the various claims made by their 
nationals for payment of debt or restitution of or 
payment for property. The German office, on the 
other hand,· was to notify the Allied offices of all 
German claims. If the· incoming claim were ad
mitted by the debtor as represented by the receiving 
clearing office, it was to be credited on the latter's 
books to the office of origin, regardless of whether or 
not it could be collected. At the end of each month 
accounts were to be exchanged showing the aggre
gate debits and credits; and whenever the German 
clearing office's debit balance were larger than the 
corresponding credit balance, it was to pay the bal
ance in cash to the respective creditor clearing office; 
while, if the position were reversed, the German 
office was to have its credit balance apply to suc
cessive months. If at the end of the entire process of 
liquidation, any balance were to exist in favor of 
the German office, it was to be retained by the 
respective clearing office until complete payment 
should have been effected of the sums due by Ger-. 
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many to the other signatories of the Treaty of Ver
sailles. Finally, if contests arose over any question 
between the original parties to the contracts, between 
the proprietors of expropriated or damaged prop
erty-and the respective public authority-or be
tween the clearing offices themselves, such litigation 
was to be subject to the final jurisdiction of inde
pendent mixed arbitral tribunals set up by the 
treaty. 

It is not difficult to see the practicai effects of this 
clearing system upon Germany. All contracts in
volving debts owed by Germans, irrespective of the 
language of such contracts, were to be regarded as 
payable in the foreign currencies of the various cred
itors. If a German owed 10,000 marks to an Eng
lish firm at the outbreak of the war, the treaty 
bound him to pay the debt at the rate of 20.4 gold 
marks to the pound,-in other words he paid at 
par and derived no benefit from depreciated ex
changes. Moreover, accrued interest at 5 per cent 
was demanded for the seven years since 1914. This 
meant on the basis of a German debt of 10,000 marks, 
payments of £487-12s-7d on account of principal 
and £17o-13s-4d on 'account of interest--a total of 
£658-5s-Ud. 

If German creditors were to get any cash in the 
liquidation process, or if German debtors were to find 
any way of bridging the chasm between current and 
pre-war values of contract obligations expressed in 
either foreign or German currency, it would have to 
be with the aid of the German government. As a 
matter of fact, the government felt compelled to 
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assume nearly the entire burden of the clearing 
process. The German government undertook to 
absorb (in its budget) the loss on exchange, taking 
payment from the German debtor in the exact num
ber of marks that had been stated in the given con
tract or that would have equalled the foreign cur
rency involved. It also undertook to advance pay~ 
ments in marks to German creditors, when the claims 
were admitted. 

It is not surprising, therefore, that the German 
clearing office early got behind in transmitting the 
cash balances required under the agreement out
lined above. Substantial balances of claims for 
compensation as well as for settlement for contract 
debts had been presented by the Allied clearing 
offices throughout the summer of 1920, and in 
November of that year the German clearing office 
was obliged to request an alteration in the system of 
settling balances. Alter considerable discussion be
tween Allied prime ministers and the directors 
of the Allied . clearing offices, an agreement was 
entered into with the German representatives at 
London on June 10, 1921, in accordance with which a 
fixed monthly instalment of £2,000,000 was esti
mated for various .balances. This instalment was 
to be divided pro rata among the Allied clearing 
offices in the settlement of their admitted claims. 
But this agreement also soon broke down and in 
August, 1922, the German government requested 
the further reduction of these fixed instalments to 
an amount not in excess of £500,000. Before an 
arrangement to this effect could be made, the Ger-
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man treasury was forced to default the instalment 
of approximately £2,000,000 due in August. 

The agreement of June, 1921, was thereupon de~ 
nounced by all the interested powers and the con
trollers of the clearing offices were instructed to 
conclude forthwith a new arrangement with the 
German government as to the settlement of these 
balances. When the second report of the con~ 
troller of the British clearing office was issued 
(Sept. 26, 1922) the matter was still under negoti~ 

'ation; but subsequently, Germany was given a 
moratorium until June 30, 1923, as to all clearing
house foreign payments. 

It will be of some interest to note .that according 
to the Second Annual Report of the Controller of the 
Clearing Office (page 17), there had been admitted by 
the German office and paid to British claimants-by 
the British office on Sept. 26, 1922, a total of 
£39,203,736 5s. 9d, an.d admitted by the British 
office with consequent credit to Germany, a total 
of German claims against British debtors of 
£15,999,832 Is. 3d. The greater part in both cases 
had been contested and was under further considera
tion by respective clearing offices or even subject to 
adjudication by the mixed arbitral tribunals. The 
report of the controller gives (page 23) a sum
mary statement as of March 31, 1922, for the cash 
actually received from the German clearing office 
by the Allied clearing offices, contrasting in each 
case with the amount paid to the Allied creditors by 
the respective offices (the latter amount, of course, 
being equivalent to the admitted claims). The 
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\rallles are given in sterling, into which other cur
rencies have been converted at an arbitrary rate 
approxi.m.a.ting the average rate of exchange on 
London. 

cUb received from Cash paid to Allied 
Country the German Cle&l'- Creditors-

ing Offioo· 

£ s. d. £ s. d. 
Belgium ...••••••••• 2,585,749 8 10 1,435,468 19 1 
Great Britain •...... 20,077,559 15 9 34,431,980 12 7 
France: 

Paris office. ....... 4,775,285 9 0 4,382,872 8 0 
Straabourg office. •. 4,093,679 1 0 3,598,285 .; 4 

G_ ............. 773 0 11 13,009 11 10 
Italy .•....•...•.... Nil Nil 
Siam ..••••••••••••• 19,719 8 8 10,293 18 8 

31,552,766 4. 2 43,874,913 3 4. 

• The amounla Include treaty Interest \0 date of edmisaion. 

The process of securing the proceeds of liquida
tion and compensation (under Article 297 of the 
Trea.ty of Versailles) ha.d not resulted at the end of 
the fiscal year for which the controller's second 
report was made. March 31, 1922, in the transfer of 
any actual cash from the German clearing office to 
that of Great Britain. Of nearly 58 million pounds 
sterling of claims forwarded by the British office to 
the German office, more than 37 millions were still 
under consideration on March 21, 1922, about 9 
millions had been abandoned, just above 2 millions 
had been awarded by arbitral tribunals, and the 
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German clearing office had credited proceeds or 
liquidation to the amount of £14,948,000. This 
last-named sum. was intended to be paid as soon as 
possible from the balance of the proceeds of the 
liquidation of German pr.9perty in England left 
over after any prior charges (such as the contract 
debts of Germans) had been covered. The follow
ing table indicates what has been paid out by the 
Allied clearing offices to their respective claim8nts, 
on the basis of either tribunal awards or German 
admissions, and it indicates further the total credits 
which these clearing offices will be entitled to col
lect from the German clearing office. The exchange 
conversions have been .made at the arbitrary rate 
indicated above. 

Payments to Claimants by 

Total Credits 
Allied Clearing Houses 

Countries Admitted by 
German Clear-

Proceeds of Compensa-ing Office Liquidation, tion, 
Article 297 (h) Article 297(e) 

£ s. d. £ s~ d. 1; s. d. 
Belgium ......... 275,331 67 Nil Nil 
Great Britain .... 17,519,732 18 7 14,948,034 84 Nil 
France: 

Paris Office .... 2,806,236 9 1 338,989 it. 2 243,075128 

It may be of interest in just this connection to note 
the statement given by the German government of 
the amounts actually paid over to the clearing 
offices of the other countries to Jan 15, 1922. The ... 
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, statement is to be found on page 60 of the pam
phlet entitled "Carrying out of the Treaty of Ver
sailles from Jan. 10, 1920, to Jan; 10, 1922," pub
lished at Berlin, 1922. 

From the beginning of the Clearing House Procedure to Jan. 15, 
1922, inclusive, th_ have been paid altogether to the Opposing 
Clearing Offices the following amounts: 

To the British Clearing Office .•...•..• , £19,013,008 148.. Od 
To the French Clearing Office. • • • . • . • . 192,222,376.97 francs 
To the Al!tace-Lorraine Clearing Office.. 250,311,255.97 II 

To the Belgium Clearing Office........ 133,928,892.27 .. 
To the Greek Clearing Office. • • . • . •• • • 13,614.93 drachma 
To the Siamese Clearing Office.. . . • • • •• £19,715 lOs. lld 

The collection of these amounts necessitated the expenditure of 
about 15 milliard (paper) marlr& 

The amounts of paper marks required for the 
payments after January, 1922 rapidly became far 
more burdensome until, as has been indicated above, 
the deliveries practically broke down in August. 

Up to Nov. 30, 1922, the German government 
paid out about 615 million gold marks through the 
clearing office, according to the official publica.
tion "Deutsche WJ.rt.schaftslage," Berlin, 1923, 
page 12. 
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THE VALUATION PROBLEM IN CONNECTION WITH 

GERMAN TREATY FULFILLMENT 

As stated in the note on p. 73, we have refrained 
from any examination of'the methods of valuation 
used in calculating the claims against Germany 
filed with the Reparation Commission. It is not 
because we fail to realize that the fair examination 
of the extent and character of these claims must 
precede any really final solution of the reparation 
problem, but chiefly because there is not enough 
information available on the subject. Such of it 
as has been brought together and published by the 
German commission established to deal with this 
matter (Kriegslastenkommission) leads the investi
gator to wonder in accordance with what sound 
business principles the bills were drawn Up.1 The 
answer to this question is, however, not directly 
involved in the discussion of Germany's capacity to 
pay which we have undertaken. We are interested 
only in the valuation methods which the contending 

1 See the three detailed volumes entitled "Die Kriegsschaden
rechnungen der alliierten und assoziierten Mii.chte," Berlin, 1922. 
See also J. M. Keynes, "A Revision of the Treaty,n 1922, chap. IV. 

320 
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parties have used in estimating the value of what 
Germany has paid, delivered, or transferred to her 
late enemies. It has seemed necessary to take up 
at greater length than the limits of the text would 
permit, certain aspects of the valuation problem. 

1. TID STATEMENTS OF THE REPARATION COMMISSION 

From time to time the British and French gov
ernments have published official statements based 
upon extracts from the accounting records of the 
Reparation Commission. Whether in detail or in 
summary form, these statements are all avowedly 
provisional. The most detailed statement emanat
ing from the Commission available to the authors 
while this study has been. in course of prepara
tion is the one entitled "Statement of Germany's 
Obligations at April 30, 1922." 1 

This official statement divides the record of Ger
man payments into two distinct periods, the :first 
extending from Nov. 11, 1918 to April 30, 1921, and 
the second covering the :first so-called reparation 
year, viz. May I, 1921-April30, 1922. The following 
table shows the amounts which the Reparation Com
mission acknowledges haviag received during these 
two periods. 

I London, 1922; this is No. I of a series of Reparation Commission 
documents published in English and French. It is understood that 
No. IV Appeared in the late spring of 1923, with detailed figures 
bringing the provisional &Ccounts down to Dec. 31,1922. Summary 
statements which purport to present the situation as of Jan. 31, 
1923, have been available (d. Appendix D, p. 311). 
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RECEIl'TS FROM GERIIIANY TO ApRIL 30, 1922 ACXNOWLED~ED 
BY REPARATION COMMISSION 

(In gold marks) 

A B C ,- D 
State Prop-

Cash from erty in 

Cash from Other Deliveries Ceded Ter-
Period • Germany Sources in ritories 

Credited to Kind: (and other 
Germany capital 

items) § 

Nov. 11, 1918-
April 30, 1921 ....... 84,121,000t 2,483,290,000 

2,504,342,000 
May 1,1921-
April 30, 1922 1,313,660,496 28,OOO,000t 564,154,233 

• In point of fact, not all the payments were actually made with,,, these 
precise periods. 

t Miscellaneous credits are included here, such as Schleswig's proportion of 
German pre-war debt. France is recorded as having paid the Commission 
643,000 gold marks for Germany's proportion of the capital of the Moro.can 
Stete Bank. Germany is credited with these amounts, as well ae with the 
proceeds of sales of converted war material and receipts from the Rhine Customs 
Zone. * Including ships, docks, livestock, reconstruction material, eoal, by-products 
of coal, dyestuff., and the like: Blso armistice deliveries: also 8ubmarine .ables. 

t Column D includes various items, 80me of which will be transferred to 
Column B when the cessionary powere have agreed as to the portions of 
German pre-war debt for which Germany will be given credit. (See note t.) 
The items strictly o1aasiliable ae stats property, with provisional _ments 
are: Saar coal mines, M. 400,000,000; German share in French concession at 
Shanghai, M. 2,042,000: property in British concession at Shame.n, M. 538,-
000: property in mao-Chow, M. 59,000,000; property acquired by Caecho
slovakia, M. 5,640,000; Danaig, M. 300,000,000: Poland, M. 1,712,025. 

There are other deliveries enumerated in the 
report of the Commission but classified as "suspense 
items". The figures for these items in three instances 
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are recorded as from German sources. They con
sist of the following, in :inillions of gold marks: 
Saar coal delivered to France prior to German cession of the 

Saa.r (German figure). . . . . . • . . . • . . . . . . . . . . . . . • • . . . . . 1 
Currency furnished to the armies of occupation to April 30, 

1921............................................. 4S5 
Goods and services furnished to the armies of occupation to 

Nov. 30, 1920 (German figure). . •...•............... 600 
Expenses of inter-Allied COlJlJllissions to Nov. 30, 1920 (Ger-

man figure).. .. • • • .. • • .. • • .. .. .. • • .. • . .. • . • . . • • • . • • 40 

1,126 

These items, it will be observed, are mainly expenses 
connected with the armies of occupation. While these 
figures have not in all cases been finally accepted 
by the Reparation Commission, there is little reason 
to believe that they are materially in error. Adding 
this total of 1,126 million gold marks to the 6,977 mil
lions, we have a total of more than 8,000 million 
gold marks which the records of the Commission 
permit us to regard Germany as having paid up to 
April 30. 

This total, it should be definitely understood, does 
not include payments under all of the accounts 
enumerated on pp. 62-3 in the text. It includes only 
reparation and costs of the armies of occupation. 
Restitution, pre-war debt-settlement expenditures, 
and all the other items for which Germany was not 
intended to receive any credit under the reparation 
clauses (Articles 231-244) are not accounted for in 
this approximate total of 8,103 million gold 'marks. 

In its report of payments to Aug. 31, 1922,1 the 

1 Federal Reserve Bulletin, February, 1923. 
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Reparation Commission's total of acknowledged re
ceipts rises from 6,977 million gold marks to 7,835 
million gold marks. Of this total, 21 per cent was 
paid in gold or foreign currency, 45 per cent in kind, 
and 34 per cent in state property. It is remarked in 
the Federal Reserve Bulletin that 39 per cent of the 
total paid was absorbed in occupation expenses and 
food advances. 

, Another statement which appears to have eman
ated from the Reparation Commission &.nd which has 
been made available by the International Labor 
Office of the League of Nations gives figures down 
to Sept. 30, 1922, being in this respect comparable 
with the long official statement of the German Com~ 
monwealth to which reference is made onpage 331, 
According to this table,. the Commission acknowl~ 
edges the receipt of 5,520 millions in cash or other 
liquid forms of payment and 2,605 millions in kind, 
a total of 8,125 millions. From this must be 
deducted, the Reparation Commission goes on to 
point out, 3,249 millions to cover occupation expenses 
and advances made to the German government. 
In other words, the n.:.t credit assignable to Germany 
on reparation account according to this particular 
statement would be 4,876 million gold marks. The 
German government has checked up these figures, 
and submits a total for each item therein contained 
greater in every instance than the ones reached by 
,the Reparation Commission. For the same items 
included in the Reparation Commission's statement 
under cash, the German government lists 11,961 
million gold marks; and for those items only which 



THE VALUATION PROBLEM 325 

are giyen by the Commission under deliveries in 
kind and state property, the German government 
reaches the total of 6,714 millions. Its total, in place 
of the 8,125 million gold marks announced by the 
Reparation Commission, is 18,676 roillion gold marks. 

Finally, there is available. the statement of the 
Commission as of Jan. 31, 1923, which is'as follows. 

STATEMENT or GERMANY'S REPARATION AccoUNT, JANUARY 31, 1923 

(In thousande of gold marks) 

Main Accounts Payments Balance 
Made Due 

011 pre-May I, 1921, army costs and 
coal advances .................... 2,622,835 913,033 

.011 capi,tal debt .................... 2,553,905 134,950,095 
011 post-May 1,1921, army costs .•.•• 321,455 71,216 
On schedule of payments account: 

011 instalments due Nov. 15, 1922 .. 2,427,792 2,503,545 
On instalments falling due Nov. 15, 

19;!2 ••••••.•...•....•.••..... 80,339 80,339-

8,006,326 138,457,550 

Additional army cost payments*., .. 630,603 

• Amount ia subtracted from the balance due, and ia pr .. umably au ad· 
vance payment.. , 

Army costs since Jan. 31 have been accumulating at the following 
rate: 

French and Belgian troops, 16 francs per man peT day. 
British troops, 16 francs plus 2 gold marks per man per day. 
During 1923, the 6-months treasury bills given to Belgium fall due. 
Beginning July, 1923, 2 million pounds sterling per month are due 

through the clearing house system in settlement of pre-war private 
debts. 
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2. THE GERMAN OFFICIAL STATEMENTS 

Not until after the middle of 1922 were the Ger
man statements of deliveries, payments, and prop-

'erty transfer in ful£llment of the Treaty of Ver
sailles submitted in detail; up to that time only 
aggregate figures with fragmentary explanation 
appear to have been published.1 In the summer of 
1922 a pamphlet entitled "The CalT"f..ng Out of the 
Treaty of Versailles from Jan. 10, 1920 to Jan. 10, 
1922" furnished an explicit record of German pay
ments, deliveries, and transfers under the treaty, 
considering it in the order of its articles. An analyti
cal statement appeared in the Manchester Guardian 
Commercial, Reconstruction Series, sect. 7, p. 474ff, 
signed by Dr. F. Schroeder. This statement was 
brought up to Sept. 30, 1922, in a document pub
lished in both English and German on the authority 
of the various German diplomatic missions abroad 
in the early months of 1923. The table is reproduced 
in full below. It reaches a total of 56! billion gold 
marks, representing the value of payments, deliveries, 
and transfers apart from the value of the ceded 
territories both in and outside of Europe as future 
sources of revenue. Even in this total of 56.5 bil
lions, certain deliveries are not included by the Ger
man government because it is contended that they 

I Exception must be made of the coste of occupation, in connection 
with which a. great many details were furnished by the German 
government in official statements made in 1920 and 1921, as well 
as in 1922. 
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were required without justification under the treaty. 
The table, which covers payments from Nov. 11, 
1918, to Sept. 30, 1922, is as follows. All amounts 
are in gold marks. 

EXECUTION OF THE VERSAILLES TREATY 

I 

DELIVEBlES nOM MATERIALS ON HAND AND CESSION OP PROPERTY 

WITHIN THE REICH AND ABROAD 

1. Property ofthe Reich and of the states (exclusive 
of Eupen-Malmedy, Alsace-Lorraine, and the 
colonies) ... , .....•.•.•.................. 

Add. Property of the Reich and of the states 
in Eupen-Malmedy ..................... .. 

2. Saar mines ................................ . 
3. Private and public cables ...................• 
4. Non-military property left in the territory evac

, uated by the German troops on the western 
front ................................... . 

5. Railroad and pontoon bridgeR over the Rhine 
(part belonging to Baden) ...............•. 

6. Shares of the Morocco State Bank and value of 
the stocks and bonds delivered in accordance 
with Art. 260 of the peace treaty ......•.••• 

7. German property liquidated abroad .......... . 
8. Germany's claims on her former allies ceded in 

accordance with the peace treaty .......... . 

5,507,616,000 

150,000,000 
1,017,570,000 

79,410,000 

1,897,150,000 

9,611,000 

392,643,000 
11,740,000,000 

8,600,000,000 

Total. .. . . . • . .. . . .. .. • . . . . . . .. . . • • • . •• 29,394,000,000 
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II 

PAYMENTS AND DELIVERIES PBOM NA'l'10NAL CAPITAL AND CUBBENT 

PRODUCTION 

9. Railroad material delivered in arcordance with 
the ArDli$tice terms, including reserve parts, 
motor trucks, all locomotives, rolling stock, and 
other railroad equipment in the ceded terri
tories (inclusive of Upper Silesia, exclusive of 
Memel district, Denmark, and Eupen-Mal-
mady) ................................. . 

10. Ocean-going vessels (inclusive of vessels in 
American waters and ships on which an em-
bargo had been placed) and fishing boaUl, 
ships of inland waterways, harbor equipment, 
and river boaUl .......................... . 

11 .Coal without by-products (world market price) . 
12. Delivel'ies for reconstruction in Il.('cordance with 

the Armistice terms (for instanr.e, coal by-
producUl, animals, pharmaceutical producUl, 
machinery, tools, woods, University of Lou-
vain, paintings, etc.) ..••.•••••...••....... 

2,238,433,000 

6,020,391,000 
2,333,600,000 

520,576,000 

Total. ••.•.•••..••••...•.•............ 11,113,000,000 

III 

CASH PAYMENTS 

13. PaymenUl in foreign exchange .•••••..•..••••. 
14. Sale of destroyed and damaged war,materia1 

(scrllp), estimate ..........•...•....•..... 
15. Rhineland customs and other revenue from the 

economic sllnctions of 1921 ....••...•....•. 
16. Yield from the English Recovery Act ........ . 
17. Miscellaneous (Wllr expenditures of Alsace

Lorraine, Frnnco-German pension. ~eement, 
guarantees given to the Guarantee Commit-
tee, etc.) .....•..•.•..••....•.•.......... 

Total. •. 

1,580,000,000 

200,000,000 

69,337,000 
126,295,000 

1r34,368,OOO 

2.l40.000.000 
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IV 
OTErEn p" DlENTIJ AND DELIVERIES 

18. Clearing hOWle operations ..... '. . . . . . . . . . . . . . . 603,000,000 
19. Internal costs of occupation including mark 

advances (the extemal costs of occupation
i.e., the expenses, bome in the first instance hy 
the powers occupying C'.ennan territory, and 
met without mark advancell-are paid by 
Germany by means of deliveries in kind. 
These costs amounted to 3.4 billion gold marks 
on April 30, 1922) . . . • • . . . . . . • . . . . . . • • ... 861,000,000 

20. Cost of the Reparation Commis..~ion and the 
other Inter-Allied Commissions. . . . . . . . . . . . 90,000,000 

21. Restitut.ions and substitutions (Le., deliveries of 
materilll restored or substituted) of ma.-
chines, tools, ships, and animals--estimate.. 400,000,000 

22. Navy delivered to the Allies exclusive of those 
vessel., intemed in Scapa Flow, but inclusive 
of the marine equipment in Tsingtau ceded 
to Japan-Articles 184, 185 and 188 of the 
Pesce Treaty. • • . ... . . . . . . . . •. . . .. .. . . .• . 1,417,000,000 

Total. . . • .. • . .. • . .. .. • • .. . . . . .. • . . • . . • 3,871jOOO,000 

V 
ExPENDITURES AND LOSSES WITHIN GERMANY 

23. Military disa.rma.ment (exclusive of sales of 
scrap), estimate, (army, navy, or air material 
undamaged or destroyed), delivered to the 
Reparation Commission, or Bold to the highest 
bidder, the proceeds to be credited to the 
Alliea. The yield from the sales of scrap was 
credited to capital ~ccount (vide supra 14) .•. 

24. IndWltria.1 disa.rmament, estimate ........•.... 
25. Non-military material left by the German troops 

in the evacuated territory on the eastem front, 
estimate ................................ . 

26. Miscellaneous (costs of plebiscites, determining 
frontiers, transfers, care of ref\Jgees,' etc., 
estimate ................................ . 

Total . ... , .. , ... t ••• I •• ". I ••• I, ••• , I' 

6,250,000,000 
2,700,000,000 

1,050,000,000 

482,000,000 

10,482,000,000 
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SmwARY 

I. Deliveries from materials on hand ............ 29,394,000,000 
II. Payments and deliveries from national capital 

and current production. . . . . . . . . . . . . . . . . .. 11,113,000,000 
III. Cash payments. • . . . . . . . . . . . . . . . . . . . . . . . . . . 2,140,000,000 
IV. Other payments and deliveries............... 3,371,000,000 

46,018,000,000 
V. Expenditures and losses within Germany...... 10,482,000,000 

Total .......................... _; . . .. 56,500,000,000 

If, to this total, the value of Alsace-Lorraine, of the German 
colonies, and of the purely military material in the various evacuated 
territories be added, the figures representing Germany's total pay
ments and deliveries run well above 100 billion gold marks. 

The total of 56.5 billion gold marks has been 
reached by converting each disbursement in paper 
marks at the exchange rate prevailing at the time 
of payment and adding the converted items. Be
cause of the difficulties involved in this conversion, it 
has seemed preferable to use the official German table 
of disbursements to which reference was made in 
page 65 and following, wherein payments, deliveries, 
and property transfers are classified according as 
made in gold marks (or on gold mark valuations) or 
in paper marks. The totals in this table have been 
used by the authors as the most authoritative Ger
man statement, not only because of the detail as to 
the form in which payment was made, but also 
because all its items,are classified clearly as to their 

. applicability to reparation account. 
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CoIIPIWlEN8JV& S1l1OIAJlY 01' GEIlJUN"f's PAnmN'I'S AlQ) Dlw:v~ 
ERIES 01' EVEBY DE8CIUPTlON IN ACOOBDA.NCB WITII TBB 

TIlXAT'I' 01' PEACII, AND AGREEIlE..V1'S PmOR AlQ) SUBSEQUE!<o"T 

TBERETo, Nov. 11, 1918 TO SXPl'. 30, 1922 

I. Payments, deliveries, or transfers of property rights 
now or later capable of exact determination and 
applicable to Germany's capital debt: 

A. Property, goods, aecurities, or payments acknowl
edged or credited in whole or in part. 

Millioos 
of Cold 
Marks 

1. National or state public property in ceded 
territories in Europe.. . • . • . . . . . • . • . • • . . . 5,().l4.1 

2. Proportionate share of the German p~war 
public debt (national or local) as fixed by 
the Reparation Commission in its Docu~ 
mentI927AandB.................... 485.0 

3, 4, 5. Property in Shameen (Canton), Shang-
hai, and Shantung, China. . . . . . . . . . . . . . . 61. 6 

6 (0). Saar min_including private1yowned 
mines and those of the Prussian and Ba-
varian governments ....••..•••.•....... 

6 (b). Additional Saar deliveries ............. . 
7. Privately owned maritime cables .......... . 
8. Non-military property abandoned on the 

western {root, including miscelJaneous 
r:Wroad material ...................... . 

9\ ~ equipment .•....••••••.•..•..••• 
10. Five railroad bridges and 10 pontoon bridges 

across the Rhine ...................... . 
11. Shares of the State Bank of Morocco .•...• 
12. Railroad rolliog stock, freight cars, etc ...... 
13. Shipping: 

Delivered ..••••••••••••••••••• 
Interned .•.•.....•.•••••••.••• 
Seiled by United States .••.•••• 
Forty fishing vessels belonging to 

government ................ . 

3,192.4 
1,245.2 
1,250.7 

20.2 

1,016.0 
1.1 

77.8 

1,897.2 
368.1 

9.6 
0.6 

1,265.7 

Scapa Flow salvage ........... . 4:5.4 5,753.9 
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14. Inland water craft •.•..••...•...•..•..... 
15. Live stock ............................. . 
16. Coal, coke and by.products .•.••.......... 
17. Dyestuffsand pharmaceutical products ..... . 
18. Miscellaneous deliveries in kind: 

Penal deliveries. . . . . . . . . .. .. . . ... 24.9 
Industrial machinery. . . . . • . . . . . . . 2.2 
Other machinery.. . .. . . .. .. .. .. . . 1. 7 
All other....... .. ............... 1.2 

19. Cash derived from the sale in Germany of 
scrapped military material paid in francs 
or sterling to Reparation Cc.mmission .. 

20. Miscellaneous cash deliveries ............. . 
21. Rhineland customs and other "sanction" 

proceeds up to April 30, 1921. (150 millions 
in paper marks of spring of 1921, of which 
approximately 30 millions were converted 
to 3.3 million gold marks. The remaining 
120 millions are counted below in the 
totals for paper marks) ............... . 

Total of A .................... \ .... . 
B. Estimated value of seized and liquidated German 

property abroad ..........................• 
C. Surrendered claims of Germany on her wartime 

allies (including Austria-Hungary, 4,200 mil
lions, Bulgaria, 2,000, and Turkey, 5,400) ... 

78.0 
192.9 
473.2 
43.8 

30.0 

200.0 
0.5 

3.3 

17,002.4 

11,700.0 

11,600.0 

Total of 1. . . .. . .. .. . .. . .. .. . . . . . . .. . . . ... 40,302.4 
(In addition there are 120 millions in paper marks men-

tioned in 21). 
II. Payments, deliveries or transfers of property rights 

now or later capable of exact determination and 
applicable to the annual payments fixed in the 
London schedule of payments (May I, 1921-8ept. 
30,1922): 

A. Deliveries in kind: 
1. Railroad rolling-stock deliveries made in this 

period but in pursuance of Armistice provi-
sions; and penal deliveries ............. . 

1 (0). Railroad equipment in ceded territories .. 
4.0 

632.7 
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2. Shipping ...••.••••••.•••.•••..........•• 
8. Inland water craft .•••.............•.••.• 
4. Livestock .•.......•..••....•....•.•••.•• 
5. Coal. coke, and by-products ..........•..• 
6. Dyestuffs and pharmaceutical products ••••• 
7. Reconstruction deliveries ....... '.' ...... .. 
8. Louvain reconstruction ....•..•..•....••.• 
9. "Sanction" payments (practica.lly aU under 

British Recovery Act) ................ .. 

Total of A .•••••••.•••••••••••••..•• 
B. Payments in cash: 

10. Payments in bills of exchange ...•••••.•..• 
11. Payments in bills of exchange covering secur

ity payments for export-tax collections Oct. 
15-Dec. 31, 1921 ...................... . 

12. Miscellaneous cash (gold shipment to United 
States, etc.) ...••.••.•..•.••.•••....•.• 

Total of B ..•.•.••...••••••••••.•.•• 
Totals of A and B .................. . 

(In addition there are 1,109 million paper marks, not 
appearing above). 

C. Value of securities delivered to the Reparation 
Commission under Article 260 of the treaty 
(negotiations concerning the valuation are still 
in progress) ....................... i . ..... . 

Total of II. ........................... . 

333 

161.8 
28.4 
80.4 

456.5 
27.9 

129.3 
1.0 

126.3 

1,647.8 

1,580.0 

44.9 

0.9 

1,625.8 
3,273.6 

303.0 
3,577.0 

Total of I and II (representing amount for which re
paration credit is expected by Germany), 43,879 
million gold mark', plus 1,229 million paper marks. 

fiI. Payments, deliveries, and transfers of property rights 
made by Germany in fulfillment of the treaty, 
not appZicabl£ to reparation credit. (Estimates not 
final.) 

A. Clearing house payments..................... 603.0 
B. Franco-German convention concerning indem

nification of Alsace and Lorraine for subscrip-
tions to German war loans.. ..•..•.......•.• 28.0 
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C. Franco-German convention concerning civil and 
military pensions in ceded territories.. . ...... 14,0 

D. Payment to the state of Sao Paulo, Brazil, cov-
ering coffee-valorization funds held in Ger-
many before the war.. . . . . . . . . . . . . . . . . . . . . . 1.0 

E. Reparation Commission maintenance. ........• 35.0 
F. Value of arth!tic objects delivered to Belgium... 11.0 
G. Value of national and state public property de-

livered to Belgium in Eupen-Malmedy ..•.. , . 150.0 

Total. ........••.•.•...•.••••..•.•....• 842.0 

H. Domestic occupation costs (iIicludin~ those for 
United States troops) ....•...... : ......... . 

I. Inter-Allied military commissions ............. . 

Millions 
of Paper 
Marko 

12,898.0 
2,414..:0 

J. Other non-reparation deliveries or payments 
(restitution, disarmament, and frontier fixing). 15,185.0 

K. Expenditures within Germany (for the care of 
refugees from former German colonies, com
pensation for damage done in the colonies, ete.) 11,180.0 

L. Security payments to the Committee on Guar-
antees.................................... 3,375.0 

M. Miscellaneous.. . ••••....•.••••....•••....... 481.0 

Total ..............•.••.••••••.••..••.. " 45,539.0 

Total of III (representing amount for which Germany 
tUJesnot expect reparation credit) 842 million gold 
marks, plus J,.5,589 million paper marks. 

Grand total, 44,721 million gold marks, 
plus 46,762 million paper marks. 

The differences between the table entitled U Com
prehensive Summary" and the table found on 
page 327, entitled "Execution of the Versailles 
Treaty" are due not only to currency calculations, 
but also to the fact that they differ as to the items 
included and the bases of valuation. In the H com
prehensive summary" the aggregate, coal value is 
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in the neighborhood of 930 million gold marks, while, 
according to world market prices, the computation 
in the other official list is given as 21 billions. It 
was the German domestic price .which was. to be 
used in computing the value of coal according to the 
direction of the Reparation Commission. The two 
statements ditIer likewise in the valuation placed on 
the war-time obligations· of Germany's allies, the 
statement which we have taken as more authorita
tive placing them at 11.6, rather than at 8.6. billion 
gold marks. 

The propriety of including the cost of military 
and industrial disarmament in the more general and 
less detailed statement need not be discussed at this 
place. Doubtless, from the German point of view, 
the wholesale break-up of plants and equipment orig
inally constructed for military purposes but easily 
adaptable to peace-time industry may properly 
represent a loss chargeable to treaty fulfillment. 

3. VALUATION IN LAW 

We have referred in the text to the wide ditIerence 
between the principles of valuation which appear to 
have guided the Reparation Commission and those 
which have guided the German government. There 
seems to be good ground for holding that in so far 
as relates to expropriation in municipal law, the 
person dispossessed is to be given credit for the value 
to him of the thing taken at the time of taking, and 
not for the value to the expropriator at that or any 
other time.' . 
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The United States Supreme Court in the case of 
M01WlI{/ahew. Navigation CO. VB United States (1893) 
148 U. S. 312, 325, 341,343, held that although the 
United States acquired only the lock and dam of 
the company and although the state franchise under 
which the company operated was useless to the 
government, nevertheless the government would 
have to pay for the franchise because it was of value 
to the company. 

It is also suggested that the governm(>r.t does not take this 
franchise; that it does not need any authority from the state 
for the exaction of tolls if it desires to exact them; that it only 
appropriates the tangible property, and then either makes the 
use of it free to all, or exacts such tolls as it sees fit, or transfers 
the property to a new corporation of its own creation, with such 
a franchise to take tolls as it chooses to give. But this franchise 
goes with the property; and the navigation company, which 
owned it, is deprived of it. The government takes it away 
from the company,' whatever use it may make of it; and the 
question of j'U8t compensation i8 not determined by the value to 
the government which takes, but the value to the individual from 
whom the property is taken; and when by the taking of the tan~ 
gible property the owner is actually deprived of the franchise to 
collect tolls, just compensation requires payment, not merely 
of the value of the tangible property itself, but &!so of that of 
the franchise of which he is deprived. 

Commentators on this decision and state deci
sions have held that compensation must be II a full 
and perfect equivalent for the property taken".' 

1 John Lewis, "Eminent Domain'" third edition, Chicago, 1909, 
Sec. 684.: "'Just eompenrsation: t.herefore, 118 used ill the CoD.
atitutioa. means a fair and full equivalent for the lollS 8U'rt.ained 
by the ta.king for public use." Cf. Sec. 678 and 680 and _ 
cited. Cf. Borchard, "Diplomatic ProtectJon of Citilens Abroad," 
New York, 1916, Sec.1~. . 
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On May 21, 1923, the Supreme C.ourt of the 
United States handed down a decision of consider
able interest in this connection, and some extracts 
are quoted from it. (United States vs New River 
CoUieriu Company). 

"On various dates between Sept. 17, 1919, and 
Feb. I, 1921, at Hampton Roads, Virginia, the 
United States requisitioned from defendant in error 
upwards of 60,000 tons of bituminous coal for use of 
the Navy. The taking was under Section 10 of the 
Lever Act. (40 Stat. 276.) The President, acting 
through the Navy Department, fixed certain prices 
as just compensation. These were not satisfactory 
to the owner •••. When the coal was taken, there 
was at Hampton Roads a market for coal for export 
and also a domestic market .... There was a strong 
demand for export coal. ••• Supply and demand were 
controlling factors affecting market prices which pre
vailed in both the export and domestic markets. The 
prices for export coal were considerably higher than 
for domestic coal. If the coal had not been taken by 
the United States, it could have been sold by the 
owner at export market prices .••• The owner 
was entitled to the full money equivalent of the 
property taken, and thereby to be put in as good 
position pecuniarily as it would have occupied if its 
property had not been taken. • • • The ascertain
ment of compensation is a judicial function, and no 
power exists in any other department of the Govern
ment to declare what the compensation shall be or 
to prescribe any binding rule in that regard. • • • 
Where private property is taken for public use, and . 
there is a market price prevailing at the time and 
place of the taking, that price is just compensa
tion. • • • The United States admits that market 
value is usually the basis for ascertaining the pecu-
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niary equivalent, but suggests that sometimes an 
article has no market price a,nd that in such case 
'proof of real value' is admissible and that therefore 
market value and just compensation are not neces
sarily synonymous., The court below excluded evi
dence offered by the United States to show the 
owner's cost of production and a reasonable profit .. 
This ruling was right, because it was shown beyond 
controversy that there were market prices pre
vailing when and where the coal was taken. The 
United States had the right to take the coal on pay
ment of these prices; the owner W)1S not entitled to 
more and could not be required to take less. The 
owner's cost, profit, or loss did not tend to prove 
market price or value at the time of taking, and was 
therefore immateriaL... The facts bring this 
case within the rule stated by the Circuit Court of 
Appeals (276 Fed. 690,.at p. 692): 

If it be an article commonly traded in on a market and it is 
shown that at the time and' place it was taken there was a market 
in which like articles in volume were openly bought and sold, 
the prices current in such a market will be regarded as its fair 
market value and likewise the measure of just compensation 
for its requisition. ' 

The lower courts rightly held that market prices 
prevailing at the times and place of the taking con
stitute just compensation. . . . The owner was 
entitled to what it lost by the taking. That loss is 
measured by the money equivalent of the coal 
requisitioned .... Export prices ... were controlled 
by the supply and demand. These facts indicate 
a free market. The owner had a right to sell in that 
market, and it is clear that it could have obtained 
the prices tbere prevailing for export coal. It was 
entitled to these prices." 
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To what extent do these sound principles apply 
to the valuation of German deliveries to the Repara
tion Commission? From a technical point of view, 
the obligations under the treaty are contractual 
obligations to deliver a wide variety of objects. 
Some of these objects were described in general 
terms and the German government might exercise 
its own discretion in finding the ways and means to 
furnish them. For example, so many thousand 
tons of chemical products were to be delivered; 
where and under what conditions they were to be 
manufactured and paid for was Germany's affair. 
Other objects were specifically identified, as, for 
instance, the Saar mines, the merchant shipping, 
and the cables. Still other things were to be 
delivered, where the particular objects were not 
specifically mentioned, being covered merely by 
group classifications. No discretion was, however, 
left to the German government; all things falling 
within the group had to be delivered. A notable 
example is the sequestrated private property in 
Allied countries. However classified, all of the 
objects intended to be covered by the treaty were 
to be delivered at certain times and in certain ways, 
all of which were set forth in the Versailles instru
ment which German plenipotentiaries signed on 
June 28, 1919. 

If, however, we look below the formal language to 
the real nature of the obligations which the treaty 
embodies, we cannot fairly regard them as essentially 
contractual in character. In no branch of the 
juridical sciences is emphasis upon the significance of 
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documentary form greater than in the law and 
custom of international relations, for procedure and 
other formal sanctions have always been emphasized 
most strongly in situations where the inherent force 
of legal principles has been least effective. The 
Treaty of Versailles consists of a series of conditions 
and directions imposed upon the German people 
with no alternative to submission, practically speak~ 
ing, on their part. The fulfilment of these conditions, 
in whole or in part, could not 8voiq being tanta,.
mount to the .expropriation of German private 
property, it being left to the German government to 
devise schemes for the future compensation of those 
whose property had to be taken directly or in .. 
directly to satisfy the terms of the treaty.1 

German public property in ceded territories was 
taken by the Allies as a natural consequence of 
their acquisition of political control over the respect~ 
ive territories. There could be no alternative to 
the surrender of this property to the Allies. It is 
now theirs, "whatever use they may make of it," 

1 The feeble efforts of the German go'Vernment to protect GermllIi 
traders from the full effect of the treaty clearing-house provisions, 
by advancing payment to German creditors, only elicited cold 
disapproval from the British clearing-house controller. "Had 
the German clearing office law given effect to the treaty provision, 
there would have been no resultant loss to the German government, 
for the position of a clearing office is merely that of an agent for the 
collection and payment of the debts owing by and to its nationals." 
Second Annual Report, p. 6. In other words, the German govern
ment should have used its resources to whatever extent might 
be necessary to satisfy Allied creditors in gold with interest, and 
permitted German creditors to wait until the liquidation of all 
the reparation accounts, say, forty years later, might leave Borne 
c1earing-office balllIices from Which their clai:ms could be paid. 
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to paraphrase the expression of Justice Brewer 
quoted above. Since the Allied governments have 
seen fit to resort to quasi-judicial methods in deter
mining the value of the property delivered or trans
ferred to them, it would seem reasonable to expect 
that consistent use of 1/ trustworthy modes of com· 
putation"l would call for the valuation of both 
state and private property with due reference to 
the use it had been to its former owners. Whet~er 
the value could be equitably and precisely measured 
by the book valuations at which the property had 
been carried on the records of the respective public 
authorities in Germany would of course be a matter 
open for reasonable discussion. That the public 
property might be found to be of much less value 
to the cessionary powers than to Germany is well 
within the range of possibility; and that it lost 
practically all its value to Germany, is altogether 
obvious.:! 

As long as the whole process of valuation has been 
clothed with legal forms by the powers in a position 

1 Even though the Reparation Commission was expressly declared 
not to be bound by any rules or principles, it was to be "guided by 
justice, equity, and good faith." "Its decisions must follow 'the 
lame principles and rulea in all cases where they are applicable. 
It will I!IItablillh rules relating to methods of proof of claims. It 
may act on any trustworthy modes of computation." Treaty of 
Versailles, part VIII, annex II, 11. 

I About 29 million gold marks are in dispute between Denmark 
and Germany, leaving the amount noted by the German authorities 
811 beyond dispute, 5,044 million gold marks. Minute details have 
been furnished by the German government as to the classes of state 
property, public buildings, forests, hospitals, schools, mechanical 
equipment, and the like, throughout the ceded territories iD. Europe. 
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to dictate the conditions of peace, the conclusion 
seems inescapable that all surrendered property, 
whether public or private, whether specified or 
indeterminate, . must be appraised with I;lerious and 
equitable regard for its value to the former owners. 
The payments, deliveries, and property transfers 
made under the Treaty of Versailles represent in the 
last analysis the surrender of goods or rights under 
constraint, and if in computing aggregate totals 
for the liquidation of treaty oblig~tions, use is made 
of the forms and terminology of law, the responsible 
authorities would seem obliged to observe broad 
principles of the character of those laid down in the 
courts of the United States-all the more so when 
these principles have been used in appraising Allied 
losses. 

The analogy, sometimes advanced, that in case of 
ordinary commercial default the debtor's property 
may be liquidated at forced sale and credited against 
the account merely for what it brings in actual cash 
is not pertinent in this connection. At the time the 
reparation deliveries in question were made, Ger
many was not in default. She was in the position 
of an ordinary solvent corporation with a large 
amount of current bills payable. Suppose in the 
latter case the banks and other creditors claimed 
the right to compel the forced sale of inventories, 
or even of plant and equipment, in the settlement 
of obligations on which there had as yet been no 
default. How long could such a corporation remain 
solvent? Concretely, if at the peak of prices early 
in 1920 creditors of American corporations had been 
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permitted to seize inventories of high value in 
settlement of current debts-then to hold these 
goods until after the col)apse of prices and throw 
them upon disorganized markets for what they 
would bring, how many business corporations could 
have remained solvent? This is exactly what the 
Allies have done with Germany in respect to ships 
and many other commodities. It is bad ethics and 
bad business procedure; and the law is clear on the 
point that valuation must be made at the time of 
delivery: 

In any event, if Germany is to be credited, as has 
been the case thus far, on a valuation basis that 
compels her to deliver property worth to her several 
times what it is worth upon liquidation by the 
Reparation Commission, it is clear that her chances 
of being able to pay the total sum demanded of her 
will disappear. 

The conclusion of the writers is that the only 
proper basis of valuation is a reasonable value to the 
one dispossessed at the time of dispossession. Past 
international practice furnishes little help in the 
peculiar cases with which we are now concerned. 
Accordingly, a decision by a competent committee 
of impartial jurists on the justice of the procedure 
that has been followed would prove of inestimable 
value at this time, when there is so much ground for 
confusion, as to how much Germany has actually 
paid. 1 

1 Professor Charles Gide of Paris is quoted by the London 
ECOfIIJfTIW of June 2, 1923 (p. 1221), as saying that the true vaIu. 
ation would lie aomewhere between the Reparatioll CQlIIlIlission's 
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4. EXAMPLES OF VALUATION DIFFERENCES 

Not enough exact data have yet been made 
available to explain clearly'the divergencies between 
the figures given by the German government and 
those provisionally subnrltted by the receiving 
countries. It may help, however, to take up some 
specifio items and set forth the conflicting claims. 

For example, the Reparation Commission credits 
Germany with but 8.9 million gold marks from the 
proceeds of scrapped nrllitary mitterial. The Ger· 
man government declares that 200 million gold 
marks' worth of military material was turned over 
to be scrapped. Apparently the process used con
sisted in the delivery to contractors of material 
intended for destruction and its subsequent sale by 
the contractors. The proceeds of the sale were to 
be delivered to the Reparation Commission and the 
contractors paid for their services by the German 
government. Such material as the German govern
ment presents impresses us more than the bare and 
unexplained figure given by the Commission. It hI' 
no longer possible to check the records on the 
matter since the transactions have long since been 
closed. 

With regard to the proportionate share of Ger
many's national and state pre-war debts for which 
credit is to be given to Germany on reparation ac
total and that of Germany.-possibly 12 or 14 billion gold roarke. 
The Economist remarks that" the basis of valuation will continue 
to be of importa.noe, for, if f~ir principles a.re adopted, it may help 
to reconcile figures which at the moment are separated by much 
too wide It gulf." 
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count, while she is, nevertheless, to continue paying 
interest and amortization, the amount appears to 
have been fixed by the Reparation Commission as, 
485 million gold marks, of which 2 million have 
actually been credited. The German government 
claims that these debts, apportioned to the ceded 
territories, ought to be taken at the stock market 
prices current on August I, 1914. There has been 
no agreement on this pointj and until some agree
ment is reached, the figure 485 millions is set down 
by the German government. We have included no 
credit fot this item in the provisional list of valua
tions at the end of this Appendix for the reason, of 
course, that no 8ubstantial economic loss to Germany 
is represented by the eventual credit to be given to 
her on reparation account. The item illustrates 
well the difference between tangible economic losses, 
which we have been interested in segregating, and 
valuations for treaty credit purposes, which, as we 
have several times pointed out, must be d~termined 
by jurists and economists. 

Probably the most controversial item upon which 
there is a divergence of value is the merchant marine. 
The German figure of 5,753 millions is based upon 
the prices in 1919 and 1920, while the figure of the 
Reparation Commission (749 millions) is based upon 
liquidating prices at a time of severe shipping depres
sion. In computing the cost of the war to them .. 
selves, the Allied governments included at peak values 
the aggregate value of destroyed shipping. The 
Reparation Commission, however, refuses to include 
any credit for interned ships or those seized by the 
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government of the United States, while, on the 
other hand, deductions are made for the expense of 
repair and upkeep. We have decided to set down 
in the list on page 350 a conservative estimate of 
3.5 billions as the very least value to Germany 
which these ships could have had at the time of 
delivery. 

Another striking difference between the two sets 
of values is to be found in the case of the Saar coal 
mines. Germany calculates their value at 1,016 
million gold marks, while the Reparation Commis
sion has provisionally set theni down at 800 mil
lions. Germany states that the same principles 
have been used in valuing them that were used in 
calculating the value of the destroyed coal mines at 
Lens. It is contended on the other hand that the 
German valuation is based upon a calculation of all 
coal to a depth of 6,000 feet, whereas below 4,000 
or 5,000 feet mining usually becomes unprofitable. 
If it were possible to examine carefully the operating 
records of the mines in the pre-war years and to 
have available a dispassionate scientific esti.rD.ate of 
the recoverable coal, one could arrive at a fairly un
prejudiced valuation. This is one of the cases where 
it seems altogether too obvious for argument that 
the value to Germany was greater than could ever 
be the value to the receiving country; the only nat
ural market for the Saar coal is Germany. We have 
selected the figure 650 millions as a low value to 
Germany in 1919-a value naturally much less than 
they. would have had after the loss of the Silesian 
wines. 
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Reference has already been made (page 334) to 
the difference in valuation of coal between the 
variouS German official statements. This is a case 
in which the difference between the German "com
prehensive summary" and the Reparation Commis
sion figures is to be accounted for largely by the 
difference in the periods respectively covered. 

An interesting point is brought up in connection 
with the value of railroad material and like property 
surrendered at the time of the Armistice. Much of 
it, of course, had been subjected to a wide variety of 
conditions. When it was transferred to the receiv
ing countries, however, no matter how much it may 
ha. ve deteriorated through the strain of war-time use, 
this railroad material represented very great value 
indeed to the German people. The hundreds of 
thousands of cars, the .thousands of locomotives, and 
the vast tonnage of rails, parts, and other equipment, 
at the high prices prevailing in 1919, were probably 
worth to Germany at the time of transfer much 
more than they could possibly have represented 
when brand-new, and even more than the material 
with which they were replaced represented at a 
later time. Clearly, in this instance, the dispossessed 
country was deprived of something altogether indis
pensable to its economic recovery. In our list of 
Germany's economic losses we have therefore in
cluded valuations for this group of objects fairly close 
to the German totals. Such reduction as we have 
made is due to the allowance we have felt it reason
able to make for material which called for almost 
immediate replacement at the time of surrender. 
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The value of the inland water craft was estimated 
by Germany at at least 106 million gold marks, and 
by the Reparation Commission (down to April 30, 
1922) at 21 millions. This canal and river fleet was 
manifestly a part of a going concern and its 10s8 
meant a r~placement outlay for Germany of much 
more than 106 million gold marks. 

One could go on citing other instances of the dif
ference in value of cables, miscellaneous deliveries, 
live stock, and other things required of Germany 
under the Treaty, but it is believed that enough 
examples of the great difference in valuation have 
been given. These differences relate chiefly to the 
items capable of inclusion on reparation account. 
On the non-reparation items there is no such dif
ference of'record, largely because the receiving coun· 
tries have published very few figures. Restitution, 
for instance, of property carried away from the 
occupied districts seems to have reached avery large 
total. 1 The deliveries of military material have also 
attained very high figures. For such as were not 
destroyed and sold as scrap (see page 344) Germany 
was to receive no credit. The following table con
tains some of the larger items reported to have been 

1 According to the League oj Nations (a periodioal published by 
the World Peace Foundation), vol. III, no. 6, DecembE'l, 1920, the 
articles restored up to 1920 included 13,560 agricultural machines, 
271,000 tons of industrial material, and 407 locomotives. M. Tardieu 
estimated in 1921 ("Truth about the Treaty," New York, 1921) 
that 6.5 billion gold marks of material and objects of art had been 
restored. By July 31, 1922, about 8.S billion francs worth of works 
of art, securities, and the like had been restored, or compensation had 
been made therefor. 
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delivered by the German government up to Decem
ber, 1922, to the various inter-Allied military 
commissions. l 

5,909,149 rilles and carbines 
105,163 machine guns 
28,469 trench mortars 

38,800,000 rounds artillery aIIlIllunition 
16,600,000 rounde riBe and grenade aIIlIllunitlon 
60,400.000 live fuses 

472,200,000 rounds SDlaU IIJ1llS aIIlIllunition 
335,000 tons of empty a.rtilIery cartridgee 
23,500 tons of empty cartridges and cases 
37,600 tons of gunpowder 
79,500 aIIlIllunition gauges 

The miscellaneous expenditures recorded by. the 
German government but not admissible on repara
tion account according to Allied interpretation of the 
treaty include subventions for the rebuilding of 
shipping in partial replacement of the tonnage 
destroyed or surrendered at the close of the war. 
The depreciation of the currency has naturally 

. resulted in a great increase in the paper mark values 
of these subventions, for the ship construction com
panies were unable to fulfill their part of the contract 
and have been obliged to appeal to Article 42 of their 
agreement with the' government whereby their com
pensation might be fixed through arbitral tribunals. 
In an address to the Reichstag on Jan. 17, 1923, the 
Chancellor observed that for 1922 alone this item 
had cost the German treasury 12.9 billion paper 
marks. 

1 II Deutschlande Wirtschaftslage," p. 13. 
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G. GERMANY'S ECONOMIC LOSSES 

The authors have been obliged to use provisional 
valuations for the more important items of pay
ment, delivery, or property transfer in the light of 
their examination of the conflicting claims and diver
gent systems of valuation. A table of tentative 
valuations follows. It does not represent a mere 
compromise between the two sets of calculations. 
Let it be made clear once more that the table which 
follows and upon which the computati')n in the text 
(page 75) is based, keeps clear of technical questions 
as to how much of what Germany has relinquished 
may be properly admissible to her credit under the 
treaty. We think, however, that whether the 
amount so admissible be greater or less than the 
aggregate of the items which follow, this aggregate 
fairly represents the tangible economic value to 
Germany of what she has lost, insofar as the items 
capable of credit on reparation account are con
cerned. 

ESTIMATE OF COST TO GERMANY OF REPARATION FuLFILLMENT 

TO SEPT. 30, 1922 

(Figure8 preceded by an asterisk represent valuations differing from 
thos6 both of the Reparation Commission and of Germany.) 

I. Payments, deliveriea, or transfers of property rights 
now or later capable of exact determination and 
applicable to Germany's capital debt. 

Millions of 
Gold Marks 

A. Property, goods, securitiea, or payments acknowl
edged or credited in whole or in part. 
1. National or state public property in ceded ter-

ritories in Europe. . • .. . .. . • .. .. . . .. .. ... ·5,000.0 
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2. Proportionate share of the German pre-war 
public debt (national or local) ..••.....•.• 

3, f, 5. Property in Sbameen (Canton), Shanghai, 
and Shantung, China .........•.......... 

6. Saar mines .............................. . 
Additional Saar deliveries ................. . 

7. Privately-owned maritime cables ........... . 
8. Non-military property abandoned on the 

western front, including miscellaneous rail-
road material ..........•................ 

9. Railroad equipment ...................... . 
10. Five railroad bridges and 10 pontoon bridges 

across the Rhine ....................... . 
11. Shares of the State Bank of Morocco ..•..•.. 
12. Railroad rolling stock, freight cars, ete ...... . 
13. Shipping ...........................•.•... 
14. Inland water craft ........................ . 
15. Live stock ............................... . 
16. Coal, eoke, and by-produdB ............... . 
17. Dyestuffs and pharmaceutical products ..•... 
IS. Misoo1laneous kind deliveries .............. . 
19. Cash derived from the sale in Germany of 

scrapped military material paid in francs or 
sterling to Reparation Commission ....... . 

20. l\Iisce\laneous cash deliveries ...•.....•...•• 
21. Rhineland custolDJ! and other "sanction" pro

ceeds up to April 30, 1921. ..••••••••••••. 

351 

oto.O 

oto.O 
~.O 

1.1 
77.8 

*1,200.0 
*200.0 

9.6 
0.6 

*SOO.O 
*3,500.0 

78.0 
192.9 
473.2 
43.8 
30.0 

200.0 
0.5 

3.3 

Total of A..... .. . ... . • . • . . .... .... • •• 12,460.8 

B. Estimated value of seUed and liquidated German 
property abroad ...•... : ..................... ·10,000.0 

C. SlIlTeIIdered c1aimIJ of Germany on her wartime • 
allies ......... :.... . •• •••• • ......... ....... oto.O 

Total of I ................................ 22,460.8 

II. Payments and deliveries or transfers of propt'rty rilthts 
now or later capable of exact. determination and 
applicable to the annual payments fixed in the 
london Schedule of Payments (May 1, 1921-8ept. 
30,1922). 
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A. Deliveries in kind. 
1. Railroad rolling stock deliveries and penal 

deliverie., made in this period but in pursu-
ance of Annistil'£ provisions ............. . 

RailroR.d equipment in ceded territories ...•.. 
2. Shipping ...... : ...................•...••. 
3. Inland water craft ...•...............•..••• 
4 .. Livestock ............................•..• 
5. Coal, coke, and by-products ...............• 
6. Dyestuffs and pharmaceutical products ..... . 
7. Reconstruction deliveries .................. . 
8. Louvain reconstruction .................. .. 
9. "Sanction" payments (practically all under 

British Recovery Act) .......... '': ...... . 

rotalof A ..............•.....•.•..... 

B. Payments in cash. 
10. Payments in bills of exchange .............. . 
11. Payments in bills of exchange covering security 

payments for export-tax collections, Oct. 
15-Dec. 31, 1921. ....•.................. 

12. Miscellaneous cash ...................... .. 

Total of B .......•.•......••.......... 

Totals of A and B ....................• 

C. Value of securities delivered to the Reparation 
Commission under Article 260 of the treaty .... 

Total of II .............•...•....•.... 

*2.0 
*400.0 
*]50.0 

28.4 
80.4 

456.5 
27.9 

129.3 
1.0 

126.3 
---

1,401.8 

1,580.0 

44.9 
0.9 

1,625.8 

3,027.8 

303.0 

3,330.6 

TOTALS OF I AND U ................ 26,191.' 
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BUDGETARY AND T AXA.TION QUESTIONS 

Under the Constitution of April 16, 1871 (Article 
70), the states were intended to contribute per 
capita toward expenditures made in their common 
interest by the Empire not covered out of imperial 
revenue. These contributions, known in German 
budgetary terminology as Matrikularbeitr4ge, aver
aged 65 million marks annually unti11878. It was 
expected that after 1879, because of the new customs 
tarift', the· imperial revenue would suffice to meet 
all imperial expenditures; but inasmuch as certain 
taxes, including the yield of the customs and tobacco 
taxes in excess of 130 millions, had from that time 
on to be divided with the states per capita, the 
Empire for some years (1883-92, 1895-98) actually 
paid out more to the states than it received from 
them. After 1899 the contributions of the states 
were again in excess of the grants to them from the 
imperial exchequer. From 1909 on the maximum 
excess of state contributions over imperial grants to 
the states was fixed at 80 pfennigs per capita, which 
resulted, on the basis of the census of 1910, in a 
payment by the states to the Empire of 51.9 millions. 

The new constitution which came into effect on 
353 
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August 14, 1919, put an end to the contributions of 
the states as such.1 

The table on page 356 indicates how important 
a part the contributions of the states to the Empire 
and the grants of the latter to the former played 
in the national finances during the quarter century 
preceding the war. Another significant fact which 
has been emphasized in the text was the growing 
necessity of recourse to borrowing in order to cover 
the increasing expenditures. According to German 
financial legislation and treasury regulations, expen
ditures were divided into two main classes, ordinary 
and extraordinary, the former in turn being sub
divided into recurrent and non-recurrent expendi
tures. Recurrent expen,ditures were those broadly 
classifiable as made for ordinary administrative 
purposes. Non-recurrent were either capital invest
ments or special administrative expenditures. No 
exact definition can ever be given of the expen
ditures which in any country enter the extraordinary 
budget.2 Many of them are supplementary esti
mates for ordinary recurrent purposes where the 
original estimates were low. In time of war, the 
financial accounts for the military and naval estab
lishments of the German Empire automatically 

1 Vierteljahrshej!e iUT S!a!is!ik des Deu!8chen Reicks, no. 2, 1921, 
pp.54-5. 

lit is reported that Premier Rouvier of France, when once 
pressed for a. definition of the limitations of the extraordinary 
budget, declared that the only definition he could give was that 
a.n item in the extraordinal"Y budget was an item which the legis· 
lative body believed should be in the extraordinary budget. 
FOLDES, "Finanzwissenschaft," p. 92. 
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passed from the ordinary to the extraordinary budget. 
The pre-war budget contemplated both recurrent and 
non-recurrent revenues. An outstanding example of 
the latter was the Wehrbeitrag (see page 152). This 
tax was to be collected over a period of three years 
in the form of an income tax of from 1 to 8 per, 
cent, or a capital tax of from; to 1 per cent to 1 f per 
cent, or both income and capital tax, on the fortunes 
or income or both of about 1,326,000 individuals 
and 3,900 companies subject to the tax. Approxi
mately 20.4 per thousand of the population as it 
stood in 1910 were liable to this tax. The propor
tion varied widely in the different states from as 
high as 44.6 per thousand in Bremen to as low as 
13.2 per thousand in Sax-Meiningen. Of those 
liable to the Wehrbeitrag, 31.8 per cent paid both on 
capital and income, 60.2 per cent on capital alone, and 
8 per cent on income alone. As was remar~ed in the 
text, this tax was of the. utmost importance because 
of the ground which it furnished for later income 
and property taxation. The wealth of individuals 
was estimated at 182,351 million marks; 29,807 mil
lions were tax-exempt for one or another reason. 
The value of the corporations for the purposes of 
this tax aggregated. 4,629 millions. Of the assess
ment of the property of individuals, 41.6 per cent 
was represented by landed property,! 13.1 per cent 
by industrial property, and 45.3 per cent by capital 

1 This includes property, or portions of property, hypothecatedi 
the mortgages, consequently, appear twice,-in the property class 
and in the capital-investment class. But the 182,351 millions of 
wealth of individua.ls represent net values, evidences of debt being 
excluded. 



Fiscal 
Year 

'Aprill 
to Ta.xa-

March 31 tion 

1886-87 389.3 
1887-88 419.4 
1888-89 508.4 
188!Hl0 632.6 
18go...g1 668.1 
1891-92 683.6 
1892-93 655.6 
1893-94 646.9 

BUDGETS OF THE GERMAN EMPmE, 1886-87 TO 1913-14 

(Millions of marka) 

Receipts Expenditures 

• 
Contri-
butions Grant,s 
to the to the 

Public Empire 
Borrow- All Federal Other 

Extra.-Service from the 
ings Other .Total States Ordi· ordiJiary Surplus States (tjber- llllry 

(MatriJv. weill-
ularbei-- ungen) 
trage) 

41.3 119.2 46.8 68.6 665.2 137.1 483.9 65.8 
46.3 170.9 233.1 73.3 943.0 176.3 516.5 177.8 
39.8 207.8 167.0 59.0 982.0 277.8 526.8 201.9 
48.1 215.3 240.6 61.1 1,197.7 355.0 567.0 180.0 
33.0 301.1 176.3 61.1 1,239.6 378.9 632.2 328.9 
30.9 316.5 309.4 59.4 1,399.8 383.4 694.8 153.0 
36.5 316.3 55.0 61.2 1,124.6 358.9 722.6 150.9 

Total 

686.8 
870.6 

1,006.5 
1,102.0 
1,340.0 
1,231.2 
1,232.4 

35.3 369.0 153.2 67.9 1,272.3 338.8 748.6 165.2 1,252.6 

Excess 
of Ex-
pendi-
tures 
Over 

Receipts 
from 

Sources 
Other 
than 

Borrow-
ing 

68.4 
160.8 
191.6 
144.9 
276.7 
140.8 
162.7 
133.6 

0) 
C11 
C:t 

:.. 

~ 
~ 



1894-95 694.9 21.6 385.4 14li.6 65.3 
1895-96 729.4 44.0 382.7 44.2 76.9 
1896-97 799.1 46.4 399.4 15.7 113.1 
1897-98 803.2 55.0 419.9 39.8 62.8 
1898-99 861.3 52.0 454.9 37.9 66.4 
1899-1900 874.3 57.5 490.0 69.0 72.1 
190Q-()1 912.8 16.7 ' 527.7 94.4 70.0 
1901-02 914.2 24.6 570.9 332.8 92.5 
1902-{)3 918.3 37.3 580.6 32.7 109.7 
1903-04 919.3 87.8 565.9 265.0 120.5 
1904-{)5 945.4 35.5 219.7 99.5 143.4 
1905-06 1.071.4 33.7 213.3 341.7 122.8 
1906-07 1,103.9 35.8 230.2 258.4 91.1 
1907-{)8 1,246.6 ...... 226.6 196.0 118.3 
1908-{)9 1,147.0 ..... 220.0 245.0 94.7 
1909-10 1,377.1 ~ ....... 169.0 639.0 319.5 
1910-11 1,519.1 60.7 228.5 ...... 383.9 
1911-12 1,693.8 89.9 212.0 ....... 257.6 
1912-13 1,723.3 92.5 247.0 ..... 183.2 
1913-14 2,025.1 74.2 255.4 109.3 190.7 

Ca) Include. 13.4 milliOll8 of public service deficit. 
(I» Include. 16.8 millioDll of public owvice dati cit. 
(e> Includes 15.8 milliOll8 of public _vice deficit. 
(d) Includ .. 37.8 milliODll of loaDll repaid. 

1,312.8 382.9 799.1 123.6 1,305.6 
1,277.2 400.1 823.5 66.4 1,290.0 
1,373.7 414.6 880.5 52.4 1,347.5 
1,380.7 433.1 854.7 105.8 1,393.6 
1,472.5 467.6 937.2 66.5 1,471.3 
1,562.9 476.9 994.9 78.5 1,550.3 
1,621.6 508.5 1,044.1 169.3 1,721.9 
1,935.0 555.7 1,112.4 175.3 1,843.4 
1,678.6 556.2 1,134.7 131.4 1,822.3 
1,908.5 541.5 1,181.3 100.8 1,823.6 
1,443.5 195.9 1,176.0 134.5 1,506.4 
1,782.9 189.1 1,250.8 143.9 1,583.8 
1,719.4 205.9 1,348.9 180.6 1,735.4 
1,787.5 195.0 1,552.5 (a) 318.7 2,079.6 
1,706.7 195.4 1,558.3 (b) 159.9 1,930.4 
2,504.6 120.5 1,728.5 (e) 585.4 2,463.9 
2,192.2 180.0 1,840.0 (d) 253.4 2,273.4 
2,253.3 163.5 1,738.2 (e) 191.4 2,093.1 
2,246.0 195.1 1,882.8 if) 146.1 2,224.0 
2,654.7 203.5 2,520.8 66.7 2,791.0 

(s) Include. 15.8 milliona of loaDll repaid. 
(/) Includes 4.3 milliOll8 of loaDll repaid. 

138.4 
57.0 

(g) 10.5 
52.7 
36.7 
56.4 

194.7 
241.2 
176.4 
180.1 
162.4 
142.6 
274.4 
488.1 
468.7 
598.3 
43.4 

(g) 176.0 
(g) 26.5 

245.6 

(g) Ex ..... of receipta (other than borrowinp). 
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investment and the like. A wealth of interesting 
information on the Wehrbeitrag is gathered in a spe
cial number of the V ierteljahrshefte zur Statistik des 
Deutschen Reicks, 1919, Zweites Erganzungsheft. 

WAR REVENUES 1 

In addition to the important taxes or contribu
tions mentioned on page 156 as having been collected 
between 1914 and 1918, it may be of interest to 
note the receipts from other taxes. 

Fiscal 
Year 

191~14 

1914-15 
1915-16 
1916-17 
1917-18 
1918-19 

Fiscal 
Ye ... 

1916-17 
1917-18 
1918-19 

Tobacco 
and 

Beer Cigar-
Taz 

ett .. 
Tax 

64 130 
68 131 
80 79 

203 55 
420 22 
699 33 

WARTIME REVENUES 

(In part) 
(In millions of marks) 

Alcoho Sta!"p 
Inheri-

Tax Tax 
tanco 
Tax 

--
194 255 46 
228 181 43 
96 165 49 
73 250 65 
20 466 70 
29 511 • 78 

Extraordinary Supplement to 
Contribution Extraordinary 

Sales 
Prop.. 

Export 
Tax 

erty 
Ta:E 

Tax 

------

..... ..... 25 

..... 101 281 
151 89 517 

War Contribution 

of 1916 Contribution of 1916 
of 1918 

38 7 
4,036 807 

660 132 1,617 

1 See especially R. KUCZYNSKI, Deublche Kriegsfinanzpolitik, in 
Deutsche Politik, 1917, Vol. II, no. 33, and Deublche Kriegssteuer-
politik, in Annalen/itr 801iala Politik UM GM6tzqebung, 1918, vol. VI, 
Heft 3 and 4; and "Denkschrift ilber die finanzielle Loge des 
Reichs," Reichstag Doc. 254 (July 29, 1920). 
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WAR TIME EXPENDITURES 

The expenditures during the last pre-war year, and 
the fiscal years within which the war occurred have 
been analyzed in the" Denkschrift" mentioned on 
page 358, note 1, as follows. 

ORDINARY ExPENDITURES 1913-14 TO 1918-19 

(In milliODa of marks) 

Adminis-

Adminis-
tratioD I 

Civil 
GeoeraJ traUon Adminia- Intereat 

Fiscal Adminia-
Flnenoial of 

traUon Colonial and Sink- Total 
Year traUon Adminis- Military of Ministry ing Fund Ordinary 

traUon NavY of 
Foroee National 

Debt 

1913-14, 189 7 1,M7 451 25 209 2,427 
191'-15 182 40 649 317 23 442 1,653 
1915-18 173 7 227 39 21 1,319 1,786 
1916-17 188 Ii 170 21 2 2,591 2,974 
1917-18 913 27 152 19 2 6,501 6,894 
19UH9 186 4 181 21 2 6,753 7,146 

ExTlU.ORDDlARY ExPENDITURES 1913-14 TO 1918-19 

(In millions of marks) 

Fiscal 
General National Total 

Year ted War Debt Extra--
Wltll tbe War . Expenses ordinary 

1913-14 111 . . .. ~ .... 111 
1914-15 65 6,936 .... 7,001 
1915-16 14 23,909 .... 23,923 
19UH7 10 24,739 18 24,767 
1917-18 15 42,188 2,918 45,122 
1918-19 11 33,928 2,794 36,885* 



360 APPENDIX G 

Other interesting discussions are to be found in the 
studies of Professor Charles Rist, "Les Finances de 
Guerre de l'Allemagne," Paris, 1921, and Professor 
von Pistorius, "Die deutsche Finanzwirtschaft und 
der Ausweg aus der Not," Stuttgart, 1920. 

TAXATION SINCE 1919 

An enumeration of the taxes put into effect since 
1919 and still in effect at the end of 1922 would be 
of interest chiefly for the purpose of observing how 
many of the fundamental laws of the former empire 
have been amended in the last few years.1 Statutes 
dealing with fiscal procedure as well as those :fixing 
rates, have undergone thorough overhauling, in some 
instances more than once since 1920. By the end 
of the year 1922-23 the taxes of outstanding im
portance so far as yield is concerned were as given 
below, the yield for the fiscal year 1922-23 being 
shown in each case. \I 

I Side by side with the national elected legislative body (Reich&
tag) to which the Constitution of August, 1919, delegated com
prehensive legislative powers, there was erected a Commonwealil;! 
Economio Council (Reichswirtscha.ftsrat) which was to be the 
keystone of the nation's economic system and to furnish an adequate 
means for articulate expression to the technical and professional 
elements of the nation in so far as the formulation of economic laws 
and policies might require their advioe. Sinoe its establishment 
under the new constitution, the Economic Council has sought to 
carry out its difficult mandate, but up to the early months of 1923 
it has not appreciably affected the course of legislation. It has 
approximately 325 members, divided into ten groups as follows: (1) 
Agriculture and forests, (2) fisheries, (3) industry, (4) trade, banking 
and insuranoe, (5) transportation, (6) hand labor, (7) consumption, 
(8) professional and official cl8l!Ses, (9) experts appointed by the 
federal council (Reichsrat), (10) experts appointed by the executive. 

I Deutscher ReicMa1lllleiger, April 23, 1923. 
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In Billion of Marb 
Income tax.. . . . . . . . .. .. . . . . . . . . . . . .. 533 
Coal tax. .. .. .. . . .. . . . .. . .. . . .. . . ... 238 
Sales tax ............................ 229 
Export tax. . . . . . . . . . . . . . . . . .. . . . . . .. 187 
Import. (duties and surcharges). • • • • . .• 95 
Tobaceo tax......................... 65 
Traffio tax........................... 55 
Stock exchange transaction tax........ 43 

The income tax rates fina.lly in effect at the end of 
1922, and those for 1923 are as follows: 

1922 (ud) 19:13 (beainJUna) 
Income, Rate Income, Rate 
Marks Per Cent Marka Per Cent 

Up to 4.00000......... 10 Up to 1.000.000. . .... . 10 
Next 200.000. ••••••• 15 Next 1.000.000....... 15 

200.000........ 20 1.000,000....... 20 
200,000........ 25 1.000,000....... 25 
400.000........ 30 2.000,000....... 30 
600.000... ••••• 35 2.000.000....... 35 

1.000.000........ 40 2.000,000....... 40 
1,000.000........ 45 2,000.000....... 45 
1.5IXl.000.. ...... 50 3.000,000... ... • 50 
2,000.000. ....... 55 3.000,000.... ... 55 

Ally further amount. • • • 60 Ally further amount. • • 60 

In 1921 approximately 28 million persons were 
liable to the income tax. In 1920, about 14.7 per 
cent of the income was derived from landed property, 
21.8 per cent from indUstry, 2.7 per cent from capital 
investment, and 60.7 per cent from labor. The 
income tax has been regularly collected at the source 
of income, so far as wages and Salaries are concerned. 
W'herea.s in 1921 less than half the persons liable to· 
income tax were paying it through deduction from 
wages, salaries, and the like, by the middle of 1922 
56 percent of the total income-tax receipts were 
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derived from wage and salary deductions, in October, 
1922, 72 per cent, in December 84 per cent, and in 
March, 1923,95 per cent were so derived.1 

The coal tax, from April 1, 1922, to March 31,1923, 
was collected at the rate of 40 per cent of the value of 
the coal at the pit j on the latter date it was reduced 
to 30 per cent. For three months after November, 
1922, it was not collected because of the alleged 
difficulty of the operators in securing currency with 
which to pay the tax. It has been calculated that 
the government lost several billions of marks by 
this arrangement, partly through the fall in the 
mark during the "moratorium", and partly through 
the fact that the railroads still paid coal prices which 
included the tax. 

The sales tax is collected at the rate of 2 per cent 
on all gainful transactions, even exports being now 
subject to the tax if sold directly by the manufac
turer. The sales tax code has been expanded to 
cover luxury taxation (15 per cent), room hire, storage 
facilities, and the like (10 per cent), and advertise
ments (from 1 to 5 per cent). The rate of the gen
eral sales tax may soon be raised to 2i per cent, in 
order to give the states an increased amount. 

T4e export and import taxes hardly need any 
special comment. They are both collected according 
to gold exchange rates. The Commonwealth has 
been free since Jan. 10, 1923, to alter the customs 
duties in force in 1914-having been prohibited from 

1 Some of these figures are set forth in Appendix 2 to the report of 
the Reiohstag committee on "tax legislation amendments intended 
to counteract ourrency depreciation" (Reiohstag Document 5600, 
M/U'ch 7, 1923, p. 56). 



BUDGETARY AND TAXATION QUESTIONS 363 

taking such action prior to that date by the Treaty 
of Versailles. The changes during the first half of 
1923 Were insignificant, consisting of reductions on 
timber and foodstuffs. The consumption taxes 
call for no special comment. The capital transac· 
tions taxes, of which the stock exchange tax is the 
most important, are likewise based on the value of 
the securities involved in the various transactions. 

It has been difficult to secure any precise calcu· 
lations of the incidence of taxation in Germany from 
1919 through 1922-23. -The figures which follow 
have been taken from the German treasury state. 
ments published on May 8,1922, and on Jan. 15, 
1923. They are only provisional, however, and 
subject to revision. Such estimates as have been 
available for state and local taxation are so frag. 
mentary as not to justify inclusion in the table. 

PRoVISIONAL TABLE 01' '1'BB lNCIDENClil 01' GElUlAN NATIONAL 

TAXATION, 191&-19 to 1921-22 
(The yield is shown in millio..s of ....... ks) 

Direct Taxes Indirect Taxes 

Fiseal / Total Per 
Year 

Per Per 
Yield Capita 

Yield Capita 
Yield Capita 

191&-19 3,766 62.77 2,683 «.72 6,449 107.49 
1919-20 3,663 61.05 5,273 87.88 8,936 148.93 
1920-21 43,118 718.63 13,«6 224.10 56,564 942.73 
1921-22 68,395 1,139.92 24,527 408.78 92,922t 1,548.70 

.. t This total inclwlee 7,800 millio .... paid in co""""",,nt eecunUes (Reichnotop
fer) aDd """"unted for in the el:t1'aord.ioary budget. As erttaordinary receipts 
....... excluded from the table on p. 159, the total there given f .... 1921-2 is 
..-ib' .......n..: thaa the ODe which appeel'll ~ 
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Moreover, they do not include certain sources of 
revenue such as Reichsbank contributions, etc., 
which are accounted for in the general totals of 
ordinary revenues on pages 149 and 159. Were 
sufficient material at hand, however, it is probable 
that its examination would disclose a fairly heavy per
capita burden in state and local taxes. 

By 1922 the old classic8l division of taxes into 
direct and indirect had lost its significance. 1 The 
total receipts (compare page 361) from ·taxation 
and compulsory loan in 1922-23 were 1,558,182 mil
lion marks or about 24,733 marks per capita (assum
ing 63,000,000 as the population for the middle of 
the fiscal period). 

THE GERMAN NATIONAL DOMESTIC DEBT DURING 
AND AFTER THE WAR 

The funded debt rose to its highest point in 1919-
20 as will be noted from the table of imperial and 
premium loan totals at the top of page 365. 

The column headed imperial or commonwealth 
loan includes certain interest-bearing certificates 
as well as the perpetual war loan (Kreigsanleihe). 
The decline is by no means to be explained as due 
to the repayment of the issues, as the interesting 
table 2 at the bottom of page 365 reveals. 

1 Cf. remarks of Professor Jastrow, in his article, The New Tax 
System of Germany (in Quarterly Jerurnal 0/ Economics, February, 
1923, pp. 302-341), p. 306 ff. The article is a comprehensive and 
vivid survey of the German tax situation in 1922. 

• II Anleihedenkschrift fUr das Reich, 1922" (Feb. 17, 1923, 
Reichstag doc. 6557, p. 3). 
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Imperial or Commonwealth Funded Debt 

Outatanding, 
March 31 Imperial or 

Commonwealth Loan 
Premium 

Loan 

1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 

(Millions of marks) 
4,586 
4,698 
8,277 

28,299 
45,583 
64,123 
80,988 
77,041 
69,341 
55,131 
49,517 

3,627 
3,629 
3,508 
3,471 

REDUCTION 01' FUNDED DEBT (War loaD) 
Total issue of 5 per cent imperial or coriunonwealth Marks 

lOaD ..... : ...••..........••................. 88,578,758,500 
Taken in payment for new securities • . . . . . . . . . . • • 3,669,898,000 

84,908,860,500 
Purchased by the treasury to support the market ... 11,775,846,700 
Other govemment purchases ...... , . . . • . . . . . . . . . . 12,191,600 
Taken in tall: coUection .•..• '.' . . . . . . . . . • • . • • . . .. 22,909,387,800 
Taken in payment for surplus war stores and mate-

rial sold in Germany .. ? • • • • • • • • • • • • • • • • • • • • • • • 4,013,827,800 
Taken in settlement of govemment insuraDce pre-

miums ..................................... · 
Miscellanec>us ....•.......•.. ,., ....... , ......... . 

112,459,700 
99,000 

38,823,812,600 

Outstanding (Sept. 80,1922) ..••••••••••••• 46,085,047,900 
• Treasury oertificates and notes, 80me of them long-term, however. No 

ooneolidated or .. funded" loan hae been issued in recent ye .. r., 
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Meanwhile the floating debt continued to increase 
rapidly, The so-called non-interest-bearing debt 
(as noted in the text, this comprises in reality inter
est-bearing obligations since the treasury certifi
cates are discounted by the Reichsbank) has grown 
prodigiously, especially in 1922-23. The so-called 
interest-bearing floating debt has declined slightly, 
The following figures are taken from the German 
treasury statements. 

Imperial or Commonwealth Floating Debt 

Outstanding, 
Marllh 31 

"Interest- II Non-Interest-
Bearing" ... Bearing" 

(Millions of marks) 
1913 220 .... 
1914 220 .... 
1915 1,220 7,218 
1916 1,936 9,261 
1917 4,716 18,552 
1918 7,793 33,028 
1919 11,408 63,696 
1920 10,681 91,473 
1921 9,190 166,329 
1922 7,029 271,935 
1923 . 6,669 6,601,142 

... In reality, some of these "fio .. ting" ohligations are long-term securities. 
redeemable only in 1963, for example. It is only the UBe of the expression' 
.. tr ..... ury certificate" which causes theee securities to be conventionally 
classified as fio .. ting debt. 

For an interesting discussion of items comprising the aggregate II floating n 
obligations "old ..... tsid. Germany, se. Rudolph Will, .. Die •• hwebendeli 
Schulden der europlliBchen Grossstaaten," Tnbingen, 1921. . 



BUDGETARY AND TAXATION QUESTIONS 361 

METHOD OF CALCULATING THE INTERNAL PUR
CHASING POWER OF THE MARK 

In the table on page 170-171 an attempt was made, 
as indicated in the text, to reach an estimate of the 
actual value of treaty fulfillment disbursements of 
the German treasury. In addition to paper mark 
totals, the table gives figures in gold marks accord
ing to the exchange value of the mark averaged over 
each fiscal year, and in gold marks according to the 
internal purchasing power of the mark. These dif
ferent methods of conversion, giving substantially 
different results, call for some explanation. 

The paper marks involved,if delivered over the 
German border, would, it is true, command gold 
only to the value of 6,096 million gold marks. But 
inside Germany the paper mark had, during the four 
years in question, a purchasing power averaging 
about twice its foreign purchasing power. The 
reasons for this paradox cannot be discussed here. 
Suffice it to say that, at any time, the ratio of the 
purchasing power of the mark inside Germany to its 
purchasing power in another country can be approx
imately determined by comparing the relation 
between the general index price level at that time in 
Germany and the 'general index price level in the 
country in question with the exchange ratio existing 
at the same time between the mark and the currency 
of the country in question. See "Depreciated 
Exchange and International Trade," United States 
TaritT Commission, Washington, 1922, page 11. 
For example, in April, 1919, the mark was worth one-



368 APPENDIX G 

third of its 1913 or parity dollar exchange value. If 
prices in Germany at that time had been no higher 
than prices in the United States, with relation to the 
1913 level (assuming equal gold prices in the two 
countries in 1913), the mark would have purchased 
three times as much inside Germany as in the. 
United States. However, as prices in Germany in 
that month had actually risen to 1.43 times the 
height of the level of United States prices, the 

internal purchasing power of the mark was 1!30r 

slightly more than twice its purchasing power in the 
United States. 

Thus, so far as actual cash outlay on the part of 
Germany is concerned, the gold mark figures for 
treaty expenditures in any year must be multiplied 
by the ratio of the internal to the external value of 
the mark in the year concerned. These ratios were 
as follows: 1919-20, 2.60; 1920-21, 1.96; 1921-22, 
1.81 j 1922-23, 1.94. 

It has, of course, been imposiible to ascertain with 
precision the dates on which the payments were 
made by the treasury. Their 'Variety and number 
ought, in an ideally weighted exchange average for the 
year, to be duly provided for. To achieve absolute 
accuracy, each separate payment of paper marks 
would have to be converted to gold marks or dollars 
at the rate prevailing on the day or even at the hour 
of paying. We have had, for the present, to be con
tent with isolating the payments by fiscal years. 
Disbursements are assumed to be distributed evenly 
throughout the fiscal year. We know that the 
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facts as to dates of payment were quite different 
from what they would have been if this aBsumption 
were correct. We know, too, that many payments 
were made at times when exchange was well below 
or above the year's average. Consequently, the 
gold mark values (both those based on foreign 
exchange quotation averages and those based on the 
internal purchasing power of the mark) which 
appear in the table on pages 170-171 must be re
garded aB wholly provisional in character.l 

I Attention may here be called. to an apparent inconsistency be
tween the table on pp. 170-1 and the official II AnIeihedenkschrift" 
for 1921 (Reichatag doe. 3556, Feb. 11, 1922, p. 18). The latter 
states that up to March 31, 1920, the total outlay on treaty fulfill
ment had been 2,873 millions. The larger sum apparently includea 
certain disbursements incidental to Armistice fulfillment. If this 
larger figure had been used on pp. 170-1,the gold mark equivalents. 
in the second and third parts of the table woul~ become 321 and 835 
instead of 232 and 603 millions reapectively. 
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BRIEI' TABtILAB SUMMARY 01' PmNCIPAL OPPIC1AL PROPOSALS roB 

(All amounts of money 

June 28, 1919-The Treaty of Venailles (Articles 231, 232, 233) placed the moral .--n 
from the air" on Germany, and established the Reparation Commission to ........ the 
settlement to be determined by May I, 1921. 

Data 

April 18-26, 1920, 
May 1&-16, 1920 

Jnne 21-22, 1920 

July &-16, 1920 

Place of Conference or Brief 
Name of Propoaal (with names 

of oountriee officially repr_ted 
in parantheeea) 

C88b Payments: 
Amount, Method, and DuratioD 

Conferencea a' Ban Remo and Tentative understandiog regarding 
Hythe the methode to be followed in 

(Belgium, France, Grea' Britain, aeseasing Germany and her fo,,", 
Italy, Japan). mer allies and dividiog their pay

ments. E:<perts were to work 
out these amounts for Supreme 
Council, whUe the Reparation 
Commission was alao to con
tinue its investigation of the 
damage done and tha methods 
of colleotion. An international 
loan for Germany w.... to be 
studied. 

Boulogne conference Germany to pay 88 a minimum 
(Belgium, France, Great Britain, 3,000,000,000 annually for 35 
Italy, Japan). years and as a maximum 269,-

000,000,000 in all, method and 
time not announced. amount to 
be fixed according to economic 
conditiooa in Germany. Ger
many W88 to iasue an inter
national loan. 

Spa conference Theae mid1ummer conferen_ aU 
(Belgium, France, Germany, di.cuaoed propOllQI. of a tonta
Great Britain, Italy, Japan, tive character b88ed upon tbe 
Portugal). principle of 42 German annual 

(The work of thio conference was payments aggregating 240,000,
b88ed largely on a meeting of ex· 000,000 .... a maximum. 
ports at BrU88ele, July 2 and 3, 
1920.) 
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SI:'ITLEIIENT O. 'I'IIlI RBPAIlATlOl'f PaoBLEV I'BOJoi 1920 TO JUNE, 1923 

iD &old ...... b) 

aibility for .u da_ dODe to tlte JiOpoIati01l8 of the AlliEd eou.ntriee "hI' Ia"d, _, 01' 
~ aad deJiD. u.. mode aad U_ 01 pa.)'1IIeDl. botlt the _eat aad form of 

~...:.~~.:a Pro'riai01l8 Con<>emillll 
G ........ tees and Concl.iUoDe Remarb 

At the aeooDd of tit ... meet-
inge il ...... tentati .. e1y 
agi-eod thet France '8 debt 
to G_' Britain would be 
paid pari __ with G_ 
many'. p&ymenta to France. 
Thie agreelllellt ...... aban-
doned later. 

Military """npation .. _ Customs aad natural ....... _ 
co be lint ehar ... on deli .. CO .......... _ paymenta and 
en.... Coal deli ......... to b. be .ubi ... t to forfeit...... in 
increaaecI. ....... , 01 non-pll.)'lllellt. 

Coal deliveries to be find at German del.egat .. @mphasi.e Chiefly devot@d to determi ..... 
2.000.000 to... _nthl,y importance of tenicorial in- tion of proportions 01 dis-
alter A ...... t I, 1920. tegrity and .. xport .urplus tribution of German pay.. 

::~"';:~t!.0;"l.£';:: menta. All 0 ..... milita<y 
_ta to be divided: .52 PeJ' ... ..... t to Frsace. 22 PeJ' ..... , 
to England, 10 PeJ' cent 
to Italy, 8 PeJ' cent to 
Be\giwn'10f 1 PeJ' ..... t to 
lapan an Portngal eacb; 
6.5 PeJ' _, ........ ved for 
Greece. Roumania, Iugo-
alavia. and other cou.ntri ... 
not re_Dt@d iD tit. con-
ference. The AustriaD and 
BungariaDpaymeDtowere 
alao .uocated. 
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BBlE)' TABULAB SUMMARY 01' PRINCIPAL OmClAL PBOP08ALS POD 

(All amounts of money 

Place of Conferenoe or Brief 
Date Name of Propoeal (with names Cash Payments: 

of countries officially represented Amount, Method and Duration 
In parentheses) 

Deo.16-22, B1'U8IIels conference of financial To be required of Germany payahle 
1920 experi4 (several intermittent .emi .... nnually. 

s ... lone). May, 1921-May, 1926,3 billions 
(Allied countriee and Germany.) annually; 

Recommendation to Supreme May, 1926-May, 1931, 6 billions 
Council, allJl.ually; 

May, 19S1-May,196a, 7 billions 
annually. 

Discount on advance payment. 8 
per cent until 1923, dropping t 
f~~:.en~!':~~otge5~::;.r:t~j 
to hypoth .... te her revenues with 
consent of Reparation Commift.. 
eion as 8ecurity for an intern&-
tionalloan. 

Jan. 24-28, Paris 226,000,000,000 to he paid, partly 
1921 iBelgium, France, Great Britain, by fixed annuities, partly by 12 

taly). 1.er cent ad valorem etport tax, 
or 42 years: advance payment. 

to be diecounted: 8 per cent to 
May I, 1923: 6 per oent, 1923-5. 
Ii per cent thereafter. 

Maroh 1-7, 1921 Firat London conference Germany proposed total payment. 
(German Proposal to Allies) ~!.:~:OPoO~~~~~"f::;.:~efo:~ ~elgium, France, aermany, 

reat Britain, Italy). of 8,000,000,000 internationally 
subscribed everywhere tn fr'::j 
/; per cent interest. She uk 
credit for 20,000,000,000 .... al-

=:J:,~~ t~o=~~ :cy ~~: 
pert.. 

April 24, 1921 German ofrer tbroufh the Seere- 200,000,000,000 ollered hy Ge .... 
tary of Stat!> 0 the United many to he paid on the following 
States to the Allied govern- h .... "': The ""pital eum to he 
ment.. recognbed 88 50.000,000,000, an 

international loan to be raised, 
and Germany to guarantee it. 
aemee, as well as interest and 
amortiBatioD of the Bum not cov-
ered by the loan at 4 per oent, 
payment. nn amortioauon to 
vary with German prosperity, 88 
ahowD by an agreed indE"z; im-
mediate payment of l,ooo,OOQ. 
000 to be arranged. 
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SETTLEMENT O' THB REPAlIATlON PROBLEM FROM 1920 TO JtrNE, 1923-C01I1. 

III Bold maru) 

Provlaiolll Regardinl 
Deliveriee in Kind 

Proviliona Concerning 
Guarante .. and Conditions Remaru 

M!:::~i::;; :~!~~~i t!,ne~:!i C""tolllS and other taxes to be Germany to be permitted to 
,uarante.; Germany to devote 20 per .ent of the 

240.000,000 ~r anDum;,.,.. suspend her domeetic debt international loan to dom .... 
turn of lome German prop- eervi... Stete and individ- tiopurpo .... 
arty recommended. ual guaranteee, latter not to 

esoeed S; 000,000 000, to he 
deposited with &paration 
Commission. Prohibition 
of change in customs ratee 

~l:,'!.. f~ftg:u:r:::..e~~ 
~~:::::'~~:j g:::: ':fet~ 
commission; hypothecation 
of "U .""tolllS revenu .. , and 
creation of an inter-Allied 
cuatoms administration. 

Failure to oomplete payment. Germany not to he allowed 
to result in ocoupation of into the League of N atioDS. 

• Ruh. and other territ~ . 
Customs to he carel 11 
supervised. 

Rootoration of what bad ao- Germany offered Beourity for On March 7, Germany BUb-
,&ually been removed from ll':p!~~i{ .. raute :~:n:::! mitted an alternative offer, 
o .. upied territory by Ge .... abandoning requ .. t for free-
many durinS tb. war. her, and that .be be granted ~g:r ~~~: ~~v'lfe!:,I~':.nd conditioDs of commercial 

equality and economi. free- offerinl 13,000,000,000 in 
dom. first five year. in place of 12 

per cent export te,.. 

De" veriea of material and the Germany requested an aseUJ'-o Germany erpressed a willing-
like '" b. oharsed 88 caah "nee that e.pert figur .. on neel to take over a part of 
payment, reparation payments would the debte of European 

b6 binding on all in tbe countries to the United 
fu ture; she: insisted upon States. 
return of Upper SiJ ... ia and 
entire economio freedom; 
and abe .. ked for protec-
tion of German privo,te 
property abroad. 
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BRIEF TABULAR SUMMARY OF PRINCIPAL OFFICIAL PROPOSALS FOR 

(All amounts of money 

Place of Conference or Brier 
Date Name of Proposal (with names Cash Payments: 

of countries officially represented Amount, Method and Duration 
in parenth ..... ) 

May 5,1921 Ultimatum (based on Reparation The Reparation Commission an-
Commission r.port of April 27) nounced on April 27 that tbe 
to Germany at cloee of Confer- damage for which reparation was 
ence of London. i~~. al¥~~~~n~'il :J.~~~TI~;: (Belgium, France, Great Britain, 
Italy.) many to pay this, plus 4,000,-

000,000 aproviaional estimate of 
the war ebt of Belgium) in an-
nual cash paymen+.s compriein~ 
2,000,000,000 plus 26 per cent 0 
tbe value of German exports. 
Three series of bonds to be 
issued, two in 1921, tbe third at 
diecretion of Commission. Se-
rica A, 12 billions; Series B, 38 
billions; and Series C, 82 bil-
lions; to bear 5 per cent interest, 
1 per cent amortization. 

Oot. 6, 1921 Wiesbaden Agreement 
(Frencb and German ministers 
of reconstruotion). 

Jan. 13, 1922 Reparation Commission decision The Commission granted a mOra .. 
(As result of conferences of Allied torium to Germany from pay .. 
¥.rime ministers at London, ment of amounts due under 

eo. 22, 1921, and Cannes, Jan. Schedule of Payments (of May 
4-13, 1922.) 5, 1921) on Jan. 1:; and Feb. 

15, accepting instead payments 
f:o.!lj~~?,?g? every ten days 

Jan. 28, 1922 German offer, 720,000,000 annually distributed 
evenly througb the year. 
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SE'l'TLI!MENT or TalII REPAllATlON PRoBLEM PROM 1920 TO JUNE, 1923-Cont. 

iD..,ld mar"', 

ProvieioDB Regarding 
Deliveri .. in Kind 

Provision. CODcel"ning 
Guaran_ and Conditions Remar ... 

All military coota to be ae be- In cae. of non .... ceptan •• by 1,000,000,000 were to be paid 
fore i deliveri. of coal, mate- Germany, occupation of the by Sept.l,1921; this amount 
riala. and services to go OD. Ruhr Valley and forfeiture was actually paid. Th. 26 
Germany beinl eredit.ed of c .... toms and other rev- per cent e:zport ta:s: was 
with valws. anuea. paid by German~ for lint 

A Committee on Guaran_ quarter of the .oal year 
was to be estahlished to 1921-22 (250,000,000). 
""feguard Ailled interesta The reparation ~aYmeDta and 
by examining German rec- deliveries of ermany'B fm-
urdo of coll .. tion of dom .... mer aill .. were to be cred-
tic revenues. erpon taZ', ited to Oerman _unto 
etc.; and 8upervising actual 
delivery of funds. commodi-
ties, etc. 

Franee to receive materiala Pra.tical details worked in 
from<Germany in lieu of her two 8ubeidiary agreementl 
.hare of tbe 26 per cent e"- (one in February, 1922, be-
port tas, Germany to be tween Re~ation Commie-
credited with Dot more than aiou and GeI'man govern-
one billion mar'" each year ~~"a~ ::t~::~oF~::':~';!Ici for fourteen years. covering 
Buch deliv.ri ... Oorman governmenta). 

Other Allied governmenta 
aoqui .. oed in this arrange-
ment. 

ProvieioDB of earlier arran""" O~~';'t!L.=:n!" .:'u'::~~ E!t.": P .. ymenta were made up to 
menta regarding deliven .. the .nd of M .. rch. The 
in kind not aff •• ted. tariff in gold, stabilizing Cannes conference W88 ad .. 

currency, makiag Reiche- joutned before it could con-
bank autonomo .... , prohibit- sidor a British plan to re-
ing e:q>ort of capital. duce total paymenta from 

Oermany. 

1,450,000,000 in kind to be Germany to balance her bud- Germany requellted reduction 
delivered annually. get, raise coal tax to 40 per of aU Treatf poymenta other 

cent, salee tax to 2 per cent, than reparation to lome 
make public service enter- moderate amount within 

f~A~[.;t:~';in:~:~~ her capacity. 

mo .... and check increase of 
Boating d.bt by comput-
oar)' loan. 

, 
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BRIEII' TABULAR SUlIBI:ARY OF PRINCIPAL OFF'lClAL PROPOSALS FOR 

(All amounts of money 

Place of Conference or Brief 
Date Name of Pro£:a.l (with names 

of countries 0 oi .. 11y .eprea.ntad 
in parenth .... ) 

Cash Payments: 
Amount, Method and Duration 

March 11, 1922 Paria conference This conference, without modify-
(Belgium, France, Great Britain, ing previouely fixed total pay-
Italy, Japan). mente. requested the Comm..ia-

~~~.!~:~"x'trr~~t Fo~":~bil¥'e °ln~ 
tarnational Bankel'll Loan Com-

~t~ 'j~:: fo;t ::'~:Je.':,~a~ 
Flan impracticable SO lonl!! .... 

ermany's e:rlernal payments 
were not reduced. 

March 21, 1922 Reparation Commission decision. GerlnallY w ... to pay in all during 
. 1922, 720,000,000, including 

281,94'8,920 already paid; the 
payments were to be 50,000,000, 
except on April 15, November 
IS, and Dec. IS, when they 
were to be 18,051,079, 60,000,-
000 and 60,000,000 reapechvely. 
The Sched ute of Payments w ... 
to become operative again in 
1922.' 

Aug. 31, 1922 Reparation Comm.ioeion decision. 'B .... d t:,rt:r, on discUlI8ioDl a* 
third n on Conference (Aug. 
7-14, 1922) which in turn w ... 
oalled after Germany request-
ed two and a half years mor-
atorium. C ... h payments were 
Buepend.d ( ... in ..... of clearing 
houaes) and the Comm.ioeion 
agreed to accept balance of in-
stalments for 1922 in 6-months 
billa at 4l per cent. 

Nov. 8, 1922 R~!;m~,:!,:.'an government to The German governm.nt re-
quested an indefinite morato .. 
rium on 8~ay",enta and a revi-
aion of to to be paid. 

Jan. 8, 1923 Proposal of British prime minister Two s.ries of bonda to b. ioaued by 
at Paris ronferenee Germany to Reparation Com-

(Belgium, France, Great Britain, mission: (Al 50,000,000,000 
Italy). maturity Decemb.r 31, 1954, 5 

per cent per annUm payable 
•• mi-annually - interest eus-
r.ended in entirety for the &ret 
our years. and 88 to 1 per cent 

for the next four :veare (down to 
Jan. I, 1931); (B) 11,310.-
000,000 (de/erred ;,.,.,. .. , al6 per ..,., 0" SmA A compounded to 
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SJ:n'LI!lIOlNT O. TU.B REPARATION PuOBLEJI FIIOJl1920 TO JtJNl!I, 1923-Cont. 

In ,old marko) 

Provlaiona Re.ardln, Provisiona Conoerning Remarko DoIiverUe in Kind GwmlDteee and Conditio"" 

Wi .. baden _ment to b. This conference was chiefly 
foUowed for at I_t three concerned with the dietri-

~'l'ied fo~"!:rnleli~erl: bution of German !'aymenla 

at her do_tic pri ... for 
made up to that time. 

coal. 

1,460 mUllOllll,old in kind. Germany was to impose draa- Payments were mad. through 
tio new tamtion by April 30. July according to tbia ar-
reform her budget and eta- rangemant. 
bilise her currency. Failure 
to do 80 would expos. her to 
the Londou 4i sanctions." 
AU fiscal legislative drafts 

r.,":'b~m:.r= w:.~::-
toea. M .... urea were to be 
taken to prevent the lIight 
of capital. 

In the event of further de-

!!:~I ;::t~~!v~:d~an-

A moratorium on all deliverlea Germany aeked that ahe be 
...... reqUOBted. ~;~nto ~~ o~r:,I .. ':'f!~ 

ourrency stabiJiJlation re-
oommended by currency 
nperta cc""ulted in Octo-

,ber. 

Deliveri .. of coal, timber, Germany to agree to currency This plan WBe linked up with 
dyee, etc., to continue, stabilization plan recom .. canceUBtion of Inter-Allied 
amounts to be determined, mended by maiority report :..'!t~~":".:fv":r~;~~·' and all escesa of maz:imum of foreign experts in No-
to be aet off a:r:inBt bond vember. 1922, within aU: 
intere8t; .,peeia provisiODl months, balance budget 
lor deliveri.. in the treaty within two years, .. ccept 
to be obeerved. superviaion of a Foreign 

Finance Council to which 
"U executive lunctione of 

!Sf~:~~a':,.f.~~~~::"l~~ 
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BlIIEI' TABULAR SUMMARY OF PRINCIPAL OFFICIAL PROPOSALS 1'011 

(All amounts of money 

Place of Conlerence or Brief 
Date Name of Propoeal (with names 

of countries officially represented 
in parenthesis) 

Cash Payments: 
Amount, Method and Duration 

Jan:3,1923 British proposal (continu.d) 
Continued from pogo S76. 

Aprill,19:11S) orouch I .... amount 
as an arbitral tribunal might de-
termine, issuable April I, 1933, 
maturing March 31, 1965,5 per 
cent per annum payable semi. 
annually. Tbis Seri .. B i. to be 
issued unI ... Germany proves to 
an arbitral trjbunal before April. 
1933, ber inability to meet tbe 
payments. Series A to replaea 
all previa ... claims to payment 
e~cept German bille issued to 
Bel8,um; and to be redeemable 
by ermany after June 30, 1923.1 
at her option, at pric .. schedule 
80 as to repr .. ent 8 per cent 
yield at the start, and 5 per cent 
at the end of tbe period. 

Jan. 3, 1923 Propo.al of French prime minister Capitsf amounts as determined in 
at Paris conference. May, 1921; moratorium not to 

exceed two lears; Germany to 
be permitte to anticipate pay-
ments under discount. If any of 
France'. foreign debts Were re-
mitted she would be I?repared to 
consider tbe reductIon of the 
German debt. 

May 2,1923, Germannotee. Capital debt to be fixed at 30.000.-
000.000 of which 20.000.000.000 

Juno 7. 1923 would be covered by interna-
tionalloan dated July I, 1927. 

~9~070.~~~O~~;etei~2~~IYan~ 
5.000.000,000 between July 1. 
1929 and July 1. 1931; Ger-
many to do her beet to turn over 
rcroceeda of these international 
oans to the Reparation Com-

mission within stipulated 
periods. Guarantees of service 

:!te:o~l;t 1~f~9~~i o:05~60~~oo8 
annually from hypothecation of 
railroads at 10.000.000,000; (b) 
500.000.000 annually from 
blanket mortgage on ind ustrial 
and natural reeoure... of Ger-
many; and (e) hypothecation of 
luxury, tobacco, beer, wine and 
Ruga. ta~ .. to yield an amount 
not fixed. but believed consider-

... ably to exceed 200.000.00(), .... 
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SETTLEMENT 01' THE R.!lPAlU.TlON PROBLEM I'ROM 1920 TO JUNE, 1923-Cont. 
in ,old marks) 

Provisions Regardin, 
Deliveri .. iD. Kind 

Provisions Concerning 
Ouaranteee and Conditions Remarks 

ConU"""" /'rom pag. arr. 
tel" remaining a j udic;al 
body, Germany to agree to 
forfeiture of customs, mili .. 
tary ocoupation and other 
penalties 10 the event the 
Allied Power. find them 
juatified, All loans issued 
.n Allied markete to be 
applied, unless expr ... ly re-
leased, to banI! redemptioD.. 

Continuation of deliveries in Customs to be collected and 
kind under Treaty, MilI- varioua productive pledgee 
ter~ occupatioD. coste .till to be retained by Allied 
to e borll8 by Germany. 8'vernmente. InBation of 

erman currency to cease 
at once. Control of Oer-
man finance by Reparation 
Commission to be exercised. 
Maintenance of export 
tax .. aa fixed by London 
Conferenoe of May, 1921. 

Evacuation of the Ruhr Val- German government agrees to 
ley and restoration of Oar- an international conference 
maD. .conoID.ie freedom. and thedetermination by an 

international commission 
of Oermany' •• apa.ity to 
make further paymente. 
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