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TEN YEARS OF CONTROLLED TRADE 
IN SOUTH-EASTERN EUROPE 

INTRODUCTORY NOTE 
" I . 

'South-Eastern Europe' seems to be a somewhat vague term, 
both geographically and politically. In certain cases, Turkey 
and Hungary are included in the general area; in others, its 
meaning is confined to the Balkan peninsula, Hungary being. 
excluded as belonging to Central Europe, and Turkey, as a 
predominantly middle-eastern country. • 

The absence of clearly discernible organic cohesion tQI-ough
out this area's recent political and economic history may be _an 
explanation of this state of partial confusion: It can, however, 
be contended that there is a good deal of similarity in the ways 
in which these countries haye been affected by the strong 
economic undercurrents shaping the life of the-continent since 
the end of the first world war. The reactions, adjustments and.. 
ultimate consequences have been strikingly parallel in every 
indiVidual country of South-Eastern 'Europe. So much so that 
the whole region became, within a relatively short time, an · 
attractive field for Germany's expansionist plans aiming at its 
permanent economic assimilation. -

If this similarity is taken as a basis for examiriing the region 
as a whole, there seems to be enough ground· for grouping 
Hungary, Roumania, rugoslavia, Greece, Bulgaria and ·Turkey to
gether under the common regional term ~f South-Eastern 
Europe. In spite of important divergencies in. c·ertain special 
cases, e.g. Roumania's petrol resources, Hungary's industrial 
development, Greece's shipping, all these six countries -depend 
for the bulk of their foreign trade on exports of agricultural 
products. Ever since the mechanism of international transfers 
broke down, whoever was in a position to provide outlets for 

. these agricultural exports was likely to secure a decisive influence 
on the region's ·whole trade and economic life. When raw 
materials and cereals became drugs in the world . markets, 
extensive and permanent outlets tor such goods could only be 
provided by Government action: the real commercial demand 
was, to say the least, irregular and insufficient. As a consequence, 
all South-Eastern European countries became dependent on 
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Government action, in their own territories as well as in the. 
countries. where they had to find outlets for. their exports. 
· This is the main reason for examining, in the pages to follow, 

·the nature and working of Government controls in the region. 
Under the stress of war, these controls have gradually included 
nearly the whole ·economic life of the six countries. After ten 
and more years of continuous use, they have created habits, 
mentalities, and sometimes provided solutions. The point would 
be worth considering whether, instead of being discarded, some 
of the methods and instruments of control could not be put to 
-good use when the time should come for devising new patterns 
for the machinery of trade, exchanges and distribution so 
widely damaged by the war and its long economic prelude. 

The ultimate aim of such new patterns may be the gradual 
relaxation of controls and their abolishment altogether, after 
a lengthy period of transition. This survey is confined to that 
period of transition • 

. LONDON, 

31 December 194-2. 



PART I· 

_Chapter I

DEVELOPMENTS IN THE INTER-WAR 
PERIOD 

The Aftermath~ The end of the first world war _brought to_ 
some of the countries in South-Eastern Europe considerable 
increases of territory and potential resources, to others-more 
or less important curtailment of their political and· economic 
strength; to ~11--severe losses ·of life, . property and internal 
stability. · 

_In Hungary and Bulgaria the turmoil of war was superseded 
by revolutionary movements of short duration but with long 
repercussions on their social and political life. · 

Turkey and Greece had to undergo, all over again; the trials 
of resumed warfare before they had time even to start repairing 
the damage of the first Great War. -

In. the newly formed Kingdom of the Serbs, Croats and 
Slovenes (Yugoslavia) deep psychological and political diver
gencies stood in the way of recovery. 

On the whole, in spite of the long. and elaborate endeavours 
of peace c<Jnferences to devise final settlements, many things 
remained unsettled in this part of Europe. In the eyes of the 
outside world the region continued to be the politically unsafe 
and econoplically packward area _it had been for · so many. 
years past. 

Their exhaustion and domestic troubles made the countries 
in South-Eastern Europe utterly· helpless in the midst of th~ 
generally dislocated environment in post-war Europe. As late 
as I 92 2 the League of Nations' Economic Committee reported 
on 'the disorder in the currencies and the disorganisation of the 
international exchanges' .J According to the. Federal Reserve 
Bulletin, in November 1924 Bulgaria's currency was worth 3·0 % 
only of its pre-war value, Greece's 9·23 %, Hungary's o·01 %, 
Roumania's 2·79 %, Yugoslavia's 7·5i %· These are not the 
lowest levels recorded. 

1 League of Nations, Co~cial Policies in the Inter-war Period, Geneva, 
1942· . 
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The Brussels .Financial Conference in 1920, the Portorose 
Conference in 1921, the League of Nations' inquiries into the 
position of raw materials (1921), the Genoa Conference in 1922, 
and many other attempts at international action for finding a 
way out of the chaos, produced little more than qualified 
statements, non-committal good wishes and timid recommen-

. dations. 'International Conferences at this period were strangely 
. reticent about the special economic problems to which the war 

. (and the peace) had given rise, and when reference to such 
problems was made, it was almost always in terms of abstention 
from action (abolition of control, etc.), rarely of action.'1 

T emporarj Recovery. The situation did not begin to show signs 
of improvement until the later part of 1924, when some of the 
severe restrictions on trade were loosened and gradually re
moved. As late as 1927, however, control of foreign exchange 
remained in force, in one form or another, in Bulgaria, Greece 
and Yugoslavia. With the League's assistance, Hungary lifted 
her export and impart restrictions in 1924. In 1926 and the 
following three or four years, financial help and valuable • 
rehabilitation work were carried out by the League of Nations 
in Hungary, Greece and Bulgaria., By 1928 foreign capital was 
again finding its way into the region. The volume of trade 
increased, industrial development made visible progress. On 
the, whole, better times were coming back,_ and a wave of 
optimism spread along the Danube, accompanied by increasing · 
spending, especially by Governments. 

. The 1931 Collapse. 1929 was the last year of relative recovery 
and, as this became clear soon, ofill-founded hopes for restoring 
some sort of economic welfare in South-Eastern Europe. The 
first rough· readjustment of economic factors after the end of 
hostilities' had made it possible to revert, in many cases, to 
pre-war ways of trading and finance, .in the belief that things 
might settle down and the patchwork hold good till a general 
state of 'normality' returned to stay with us. 

Underneath the structure, however, the ground had been 
softened and broken up by some far-reaching changes which 
required corresponding alterations to the economic structure of 
many a country, of almost evc;ry country, perhaps. Certain of 
these changes had affected South-Eastern Europe much deeper 
and in a more direct way than was realized during the apparent 
improvement between 1924 and 1929. 

I Ibidem. 



DEVELOPMENTS IN TilE INTER-WAR PERIOD II 

By sweeping away the patchwork assembled in the 'recovery' i 
years, the world-wide breakdown in 1931 laid bare the extent' 
and implications of the- fundamental ·changes, especially with 
regard to South-Eastern Europe, so much so that an in~er
national Conference had to be called at Stresa in 1932 to deal, 
among other things, with the plight of that area. A brief outline 
of what has happened would help in following the further 
course of developments. 

Vital Changes in. Agriculture. Agriculture, which provides the 
livelihood of the vast majority of the populations in South
Eastern Europe, has, especially in the course of the world-wide 
conflict, become a mechanized industry, based on large land 
holdings, highly organized grading, marketing and transporta-

. tion. The tota~ output of wheat-in the mass-producing overseas 
sources, from a yearly average of 1 ,o86·g Inillion bushels in the 
period 1909-13, had advanced to 1,52s·s Inillion bushels. a year 
during the five years 1922-26, and their 1931 crops had yielded 
1,673'3 million bushels. Wheat-growing in other producing 
and consuming countries made considerable progress (ltaiy, 
U.S.S.R., French North Africa, Iran, Iraq, Syria, Egypt, 
Czechoslovakia, the Scandinavian and Baltic countries). 

Meanwhile, in South-Eastern Europe, both acreage and 
production h~d been rising on the whole, and in the long run, 
after the post-war setback. 

A. Acreage under Wheat (million acres). 
B. Output (million bushels) 

Average 'Average 
1909-13 1922-26 1931 

Bulgaria A 2'41 2'47 3'05 
B 37•8 32:9 63·8 

Greece A (o·95) 1'14 1'50 
B· (10'3) 9'8 11'2 

Hungary A 3'71 3'51 4"01 ' 

B 71'5 64'1 . 72•6 
Roumania A 9'52 7'48 8·5·7 

B 158•7 96•J 135'3 
Turkey A (5·oo) (6·24) 8·77 

B Css·o) (62·4) 104'9 
Yugoslavia A 3'98 4'05 5'29 

B 62·0 62•7 98·8 
The figures in brackets are estimates. 

Source: P. de Hevesy,, World Wheat Planning and Economic Planning in 
CdnLrol, Oxford University Press, 1940. · 
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Allowance must be made for territorial changes, but the final 
result still was that considerably mor~ cereals were being pro
duced in the region at a time when their costs of production 
were increasingly at a disadvantage in comparison with those 
oflarge-scale overseas producers, and when there was a growing 
excess of world output over world demand . 

. 

Production and Consumption of Wluat (excluding 
U.S.S.R., Iran, China, and Manchuria) 

Yearly Yearly 
average average 

1!)09-IO to 1922-23 to Year 
191J-14 1926-27 1930 

Total world production 3,047"5 3·397•3 3.903"5 
in million bushels 

Total world coosumptioo 
/ 

3,076•9 3,284•7 3.774 
in million bushels 

Human coosumptioo: 
(a) 19 European countries 5"53 5"25 5"3° 

bushels per head 

(b) Danubian countries 4"36 3"77 4"90 
Source: P. de Hevesy, op. cil • . 

This disparity continued all through the inter-war period and 
is likely to ass~e yet larger proportions after the present war, 
as a r~t of greatly increased cereal growing in E\irope, the 
Near and the Middle East. The factor is thus a long-term one 
and, for the pttrpoSes of this survey, a strong permanent trend. 
Its cumulative effect, briefly stated, was to reduce the marketing 
prospects for Danubian cereals to dangerously low levels, and 

. export of cereals, especially wheat and maize, was one of the 
region's main sources of foreign exchange. 

Changes in Foreign Lending. The lack' of reliable data on the 
balances of payments of the countries in South-Eastern Europe 
makes it impossible to give even an approximate description of 
the movements of international means of payment to and from 
the region. It may be stated, in a general way, that current 
deficiencies were nominally met, before the first world war, by 
short-term borrowing, chiefly through Viennese bankers, and 
by relatively considerable (for local standards) lines of com
mercial credits carried by British, French, Belgian and German 
exporters, who supplied these markets. 
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When poor harvests or ~ther reasons brought a!>out heavier. 
short-term indebtedness in ~reign exchangeS, the position was · 
usually 'consolidated • by foreign loans, issued in Vienna, Paris) 
sometimes London, rarely Berlin. Often the major part of such 
loans was used for railway construction or purchase of arms, and 
political counterparts were a customary accompanirnent to such 
financial arrangements. 

Mter the war, the Western European financial mai-kets 
became practically closed to the countries of South-Eastern 
Europe as far as long-term investment or Government loans 
were concerned. Vienna and Berlin were no longer in a position 
to lend on long term. Paris was little inclined to do so. The 
French 'rentiers•, ultimate holders of the bulk of French pre-·. 
war foreign loans, had suffered cruel losses in Russia and · 
elsewhere, and the widespread currency depreciation after the 
war, as well as his domestic troubles with home politics and, 
still more, with taxation, stood squarely in the way of the French 
rentier•s retUrn to optimisiil and tonfidence in the future. Such 
loans as the French Government made to be issued for Roumania 
and Yugoslavia remained mainly with the issuing bankers. 
American and British investors had no special reasons to. be -
interested in financial loans to that part of Europe. 

Since the investors in the princi:eal financial centres were not 
prepared to risk their money in loans to Balkan Governments, 
the League of Nations had to devise special safeguards and to 
make things look more plausible. Sizeable amounts of long
term money were invested in League loans or otherwise· made 
available to parts of the region. Undoubtedly good work was 
done, and the finances, even the general administration and 
economic life of the countries suomittiiig to. the clinical treat-
ment showed gradual improvement. · 

Yet the League's work and the remedies it did provide to. 
individual small States could not possibly stop the progress of' 
world-wide maladjustments between production and consumP:" 
tion, between fluid idle money and creative investment. 

. . 
Inflow of Short-term Funds. The pressure of idle funds was 

weighing on the great financial markets while redundant stocks 
of commodities blocked the vital interplay of offer and demand. 
Short-term loans were offered with insistence all over Europe 
and, through the medium of Central European, French and 
Italian banks, the tide reached even the Balkans, after having 
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flooded Hungary. Between 1926 and 1930 it was easier to 
borrow .foreign exchange than local currencies. And it was 
cheaper:· dollars, guilders, francs or sterling could be had at 

· 6 or 8 ~, while bankers' loans in leva, dinars or lei cost 
anything between 14 and 18 and even 20 %. In times of tight 
cash, local banks borrowed foreign exchange and ·sold it to their 
Central banks for replenishing their tills. 

As the intermediaries through whose offices foreign funds were 
lent to Sol:lth-Eastern Europe did not insist on ascertaining 
whether these funds were to be used for short-term or long-term 
needs, industrial equipment; building, even prospecting for 
Ininerals were financed in this way. Yet, as a matter of fact, the 
owners of the foreign resources thus lent were by no means 
investors. Most of them held their money at sight or short-term 
deposit with the ·banks in Western Europe or the United States. 
It is open to doubt whether they had an idea of the way in 
which their bankers used these deposits. 

As a result, every country in South-Eastern Europe had, by 
the end of 1930, borrowed short-term funds _to such an extent 
that it became more and more difficult to repay even normally• 
maturing loans, and prolongations were the rule rather than 
exceptions.1 • , , , 

As the markets for the region's exportable surpluses of agri
cUltural goods were steadily narrowing and the prices for these 
goods falling, especially after 1929, the power of resistance and 

-recuperation of these countries . was practically non-existent. 
As was to be .expected, they were amongst the worst casualties 
of the powerful landslide of I 931. 

Withdrawal of Credits. Immediately after the Viennese banking 
crash in I 931 a wholesale run on the banks started all over 
Central and South-Eastf!rn Europe; a double run in fact: from 
their local depositors who feared a heavy depreciation of their 
own country's curreJ!cy, and from nervous, hard pressed foreign 
bankers wP,ose depositors were presenting their cheques over the 
counters in Vienna, Paris, Brussels and many other places. 2 

1· According to the Annual &port of the Hungarian NatiOMl Bank for I 930, 
long-term loans for 87 million pengre, medium-term loans for I 75 million 
pengre (total262 million pengre=£9,493,000) were made to Hungary in the 
course of I930. The amount of sight and short-term advances is not 
specifically sho~, but was known to be considerable. 

• 2 'The tidal wave of uncertainty and fear .•• originated in Awtria, swept 
quickly on to Hungary and Germany, and, after devastating these areas, 



DEVELOPMENTS IS THE .INTER-WAR PEIUOD I5 

It was obviously unthinkable to deal with the situation by 
orthodox methods. The Bank of International Setdements, some 
of the Central banks in Western Europe and not a few of the 
important foreign lenders were ready to help and did actually 
try to help. The drain on the foreign excha!lge reserves in the 
small countries was too great, however, to be stemmed by . 
partial measures, and there was no psychological basis for joint 
action on a large scale. Actual investment had ceased i~_ the 
large financial centres; there was only universal flight into 
'liquidity'. This in most cases meant flight into gold. It coUld 
hardly be expected that Governments or Central banks should 
be able to provide funds for international rescuing operations 
in the circumstances then prevailing, even if Governments and 
Central banks in the various countries concerned were of one 
mind as to the measures to be taken. They were not: funda
mentally divergent courses were followed by the leading financial . 
centres. ' · 

Chapter II 
. 

COLLAPSE OF TRANSFERS-REMEDIES 
TRIED BY GOVERNMENTS 

The mechanism for transferring means of payment collapsed 
under the aggregate strain of cancelled commercial and banking 
credits, recalls of loans and headlong flight of capital, both 
foreign and local, from the countries considered unsafe. Very 
few countries in Europe escaped trouble on that account at one 
time or another, during those months of despondC,ncy and 
recurrent panic. 

Restrictions on Foreign Exchange Dealings: On I8 July I931 
Germany decreed compulsory declaration of foreign exchange 
held by Germans or foreigners residing in the Reich. Time 
dealings were stopped; all transactions in foreign exchange were 

flowed onward to Great Britain and the Scandinavian countries, sweeping 
down their currencies, and then, backwashing into the U.S., carried with 
it the unusual demands upon the American gold supply and credit system.' 
B.I.S. Report, 1931-32, p. 10. 
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concentrated at the Reichsbank, whose official . rates became 
compulsory. · 
Th~ day before, ·Hungary had reimposed foreign exchange 

restrictions. 
In September Greece followed suit, and Yugoslavia and 

Bulgaria did the same in October. 
Before the end of the year, Hungary had declared a partial 

transfer moratorium. 
In the words of the Bank for International Settlements' Report 

for 193i-32: 'Wherever foreign exchange restrictions have been 
introduced the main object has been to control capital move
ments and especially to prevent flight of capital~ In Great 
Britain this was the only object. In most other countries the 
restrictions have served another purpose, i.e. the control of 
imports.' 

Aims of Government Policy. This is an adequate description of 
the process. Powerless to deal with the mass exodus of capital, 
Governments had to slow down; or to stop altogether, transfers 
of financial claims, as distinct from commercial payments, i.e. from 
payments for goods imported. The distinction is a feature, 
characteristic of all further -developments in Government control 
of foreign exchange in South-Eastern Europe. _ 

In spite of the indignant protests of holders of financial 
claims-some of them owners of 'mobile' funds who had 
specialized in foreign exchange speculation in the area-it soon 
became ·a matter _of current Government and Central bank 
policy to .confine transfers to commercial payments only. 
Financial claims became 'blocked', 'frozen', in fact lost to their 
owners' as far as using the fu:r:tds abr"oad was concerned. 

However, .even after-stopping transfers of financial claims, the 
Central banks of the area were unable to secure enough foreign 
exchange to pay for imports of goods. Apart from the un
satisfactory state of their current trade balances, these countries' 
resources in foreign means of payment were heavily curtailed 
by 'blocking', 'freezing', control and restrictions in many 
quarters o~tside South-Eastern Europe. 

Berlin Suspends Transfers. One of the heaviest blows fell when 
Berlin suspended the free disposal of foreign funds, including, 
proceeds of goods exported to Germany, whose 'Share in the 
region's exports had increased during the last few years. In 1930, 
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Bulgaria 
Greece 
Hungary 
Roumania 
Turkey 
Y_ugosl~via 

sent 26·2 % of her exports to Gen;nany. 

" 23"3 % - " " " 
" 10"3% ,_ " " 

. , 18·8 % , . , , 
" 13"1 % " " " 
" II-•7 Ofc,l " " " 

Relatively important credit balances in Reichsmark suddenly 
became unusable for payments outside Germany, and thus . 
increased the small countries' transfer difficulties. Moreover, 
some of the countries in Central and Western Europe, affected 
by the unilateral restrictions imposed on the movement of their 
funds out of Germany, Austria, Hungary and the Balkans, took-

- milder or· sterner defensive action in blocking both export 
proceeds and credit balances in order to secure some sort of. 
setting off of credits against debits and thus obtain what payment 
they could out ~f their debtors. 

First Exchange Clearings; This off.:.setting method opened the 
way to the conclusion of the first exchange agreementS. 
Switzerland and Hungary were among the first to sign and 'put 
into practice a formal clearing·accord, in November 1931, 
followed by a series of arrangements on .the same pattern by 
both countries with Austria, Yugoslavia, Bulgaria, Rou:rp.ania, 
Greece and Turkey. The countries in South-Eastern Europe 
soon found out that the new device was providing them at lea11t 
with an expedient for continuing !heir trade with part of the 
outside world, and they made extensive lise of it. Clearing . 
agreements were made also with Germany, Fraqce, Belgium, 
etc., and gradually covered a very important part of South
Eastern Europe's foreign trade. · 

Clearings as Instruments of Settlement. The implications "or the 
exchange clearing and its practical possibilities were not realized 
at the beginning, but became more apparent as the technique . 
developed and was brought to ever greater· efficiency when 

• Germany overcame her initial reluctance2 and put this 'new 
weapon' to the extensive and fruitful use so widely known in 
later years. ' · . 

1 All calculated in value in local currency, according to the League of 
Nations InternatioruJ.l Trade Sltltistics. -

2 Dr Schacht was at first an outspoken adversary of the clearing ·method •. 
lu late as 5 March 1935 he sharply attacked clearing agreements, to which 
he attributed the disappearance of Germany's active balances of trade in 
Europe. Cf. TM Economist, 16 March 1935. . . • 

WCT 2 



18 COLLAPSE OF TRANSFERS-

. The primary objective of the exchange clearing was to conduct 
foreign trade without recourse to transfer of funds in foreign 
exchange. The mechanism was simple at the beginning. Instead 
of sending to Germany .Reichsmark in payment for rus imports 
from Germany, the Hungarian importer had simply to pay in 
pengoes to the Hungarian Central bank the equivalent of these 
Reichsmark. The .German importers of Hungarian goods did 
exactly the same, in Germany, paying in Reichsmark the equi
valent of the pengoes 'he owed. As the Reichsmark paid in this 
way accumulated in Berliti, and the pengoes. in Budapest, the 
German Central bank was able to use the Reichsmark funds for 
paying German exporters to Hungary, as the Hungarian Central 
bank was able to use _the pengoe funds so accumulated for paying 
Hungarian exporters to Germany. This procedure could be 
carried on as long as there were no abnormally large and 
persistent differences between the totals accumulating at both 
ends.' Movement of means of payment from one country to 
another was avoided to an extent unsuspected at the beginning. ·• . . . . 

How Clearings Worked. From a somewhat clumsy device in its 
initial stages, the exchange dearing gradually became a fairly 
flexible instrument for settling accounts of trade, but on a 
bilateral basis only. The technical improvements and adjustments 
which brought the method to its later ·degree of efficiency were 
evolved step by step, as a result of practical experience rather 
than of economic doctrine. This may be one of the main reasons 
why considerable difficulties of application _could be overcome 
without concluding bulky and complicated special treaties. So, 
for instance, the tricky point of giving debtors final discharge 
from their obligation as soon as they had paid to their Central 
bank the equivalent -of their foreign debt in their own currency 
was dealt with by rule-of-thumb methods rather than by way 
of legal disquisition and recourse to permanent changes in 
commercial legislation. When credit balances were accumu
lating in an alarming ~ay, additional exports to the creditor 
country were negotiated, and the balances cleared. 

One of the advantages of this method was that the authorities 
entrusted with the control of foreign exchange and trade at 
both ends were in almost constant touch and able thus to settle 
difficulties as they arose and to ·adjust the currents of trade 
through a continuous course of almost routine work. 

Dangers f!-nd Possibilities. Bu~ this very circumstance led to 
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quite different developments, which in many cases upset the 
advantages. Governments lost no time in realizing that the .: 
clearing method, primarily used for 'safeguarding the national 
currency', could be·made into a powerful instrument for both 
controlling trade in their own .country and, if they were "the 
stronger partners in these bilateral agreements, for influencing. 
not only trade, but the whole economic life in the other 
partner's country. One of the basic conditions of most clearing 
agreements being the maintenance of a stable parity of exchange 
rates, it became possible for the stronger :party so to fix that 
parity as to put the other partner's home prices on an artificially 
high level and to cut him off from his other markets. If applied 
to a number of countries, bilaterally but over a whole geographic 
region-as it was applied to South-Eastern Europe-this ad
vantage can lead to far-reaching economic and political results, 
as we all know ~mly too well. 

There seems, however, to be some solid ground for the con
tention that clearing· agreements not only help to overcome 
transfer difficulties, but may ,be an efficient ·way 'of increasing 
trade between the two parties. Germahy's example is not the 
only one. Switzerland, for instance, has made several successful · 
experiments in this way, and so have some other countries 
where the peculiarities and implications_of this unorthodox 
methoq were promptly realized and used with skill and 
imagination. · · 

Cutting down Imports. To increase the volume of their foreign 
trade was not always. the actual policy of Governments i!l 
Europe in the troubled times after 1931; especially not in South
Eastern Europe. It is common knowledge that, before arid after 
1931, the predominant desire was to export as much as possible, 
and to cut down irp.ports to the minimum practicable. This was 
not always done for reasons of self-suffiCiency based on strategic 
considerations. Questions of employment, of protected home 
industry, of nationalistic outlook in every direction, of strongly 
voiced sectional interests were so interwoven, even before the 
breakdown in transfers, that the additional troubles in matters 
of foreign exchange only str;engthened the impetus and con
tributed greatly to the further thriving of restrictions and 
protectionism. 

Qyotas. Since the exchange clearing could not d~ the whole 
job, the older method of quotas was put into extensive use. 

2-2 
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There were quotas by kinds of goods ~d quotas by countries, 
quotas based on conveniently selected pre-crisis averages, and 
quotas imposed without going to the trouble oflooking for bases 
andjustifica~ons. At any rate, this method of shutting the doors 
to imports :md of strictly regulating trade proved much more 
efficient than.the exchange clearing. And its effect on world 
trade was the mor~ detrimental as it was adopted and applied 
even by the great countries who ha4 stood aloof from the 
comparatively milder heresy of clearings. One of the" corollaries 
was that the most-favoured-nation clause was practically-and 
quite effic~ently-put out of action. Bilateralism became ever 
more solidly entrenched in int~~ational trade relations. 

·. Subsidies. South-E,astern ·Europe was conspicuously keen on 
using .all these restrictions, probably because. of its less complex . 
and less close trade connections with the rest of the world. For 
the same reason, it would seem, the inevitable recoiling effects 
of this policy _were only realized and assessed when retaliation 
began to tell. It became more and more difficult to get from 
abroad essential raw materials and to sell agricultural goods for 
free foreign exchange. Owing also to the permanently high level 
of prices maintained by Germany in -the region, exports qf goods 
like tobac~o, fruits, dairy products, etc. to other markets became 
impossi~le-without subsidizing e~portsin one way or another . 

. PTivate Compensations. One of the devices used for helping 
difficult exports over the national frontier was the so-called 
private compensation. It has nothing to do with exchange 
clearings, but is rather a way' out of the limitations of the 
clearing method. Neither is it .barter for barter's sake. The 
actual purpose of the compensation deal is to leave t? the exporter 
the proceeds, in foreign exchange, of his exports of goods, so 
that he may get a rate higher than the official rate by selling 
the proceeds to importers. If, for instance, grapes cannot be 
exported at a convenient price and rubber cannot be imported 
through the clearing but must be paid for in free currency, the 
exporter of grapes is exempted from the obligation to surrender 
·to the control the Swiss francs obtained from the sale of his 
grapes to Switzerland, and authorized to sell the francs to 
rubber importers at a price ahove the official exchange rate. In certain 
countries this 'free rate' was nominally regulated by addition 

-of officially controlled premiums to the Central bank's rate, 
but this control was not, and could not be, enforced in practice. 
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In other words, the private compensation method was based on, 
an officially tolerated black market for foreign excha:Q.ges. By 
the end of I937, considerable amoun~s of business were being. 
done by means of private compensations, with most unfortunate 
consequences for the price levels of imported goods. · 

State Monopolies. Exports were subsidized in· many other ways. 
Grain monopolies, run by the Governments of sevetal South
Eastern European countries,. aimed at securing higher cash 
incoq1e to the peasant population, but also at keeping wheat, 
cereals and in· some cases -oil-bearing seeds out of clearing 
channels, as a source of free currenCies needed for the service 
of Govern:rp.ent debts abroad and also for gold purchases by the 
Central banks. ·· · · 

Bad Effects of Burdensome Contr(}ls. The intricate, ever
changing checks and regulations brought 'about a steadily 
increasing Government control of trade and interference with 
almost every kind of economic activity: Large staffs of con
trolling officials worked hard at 'canalizing every commercial~ 
and finan;:ial transaction, every: movement of goods and 
services, through innumerable counters, access to ·which was 
not always easy .. Bottlenecks occurred at every office: Waiting· 
lists piled up on busy desks. Controllers, inspectors, survey{>~ 
were invested with considerable powers, and penalties were set 
at higher and higher levels. The inevitable effects were an 
alarming increase of political 6ackdoor influences and other; 
still worse, forms of bureaucratic corruption. 

This is likely to be one of the lasting aftermaths of Government 
control over trade and exchanges, in-South-Eastern· Europe at 
any rate. Delicate as ~he subject may be, it would be a i:nistake 
to underestimate the importance of the issues involved and to 
avoid calling_ some of them by their names. In sumrriing up, 
it may be stated without risk of exaggeration that the ground 
was thus efficiently prepared for the Germans to secure a fu:m 
grip on practically the whole administration and economy of 
certain countries in South-Eastern Europe. As a matter of. 
actual political and administrative experience, it proved 
possible ~o bribe not only individuals in high places, but con:. 
siderable and politically potent groups of sectional interests. To 
quote but one instance, the high price levels maintained by· 
German deliberate action over the wl!ole range of agricultural 
products in South-Eas~em Europe have created a wwerful and 
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widely based vested interest in trading with Germany. No 
Balkan Government or political party could easily face the risks 
of putting an efficient brake to this trend, which gathered 
momentum year after year. On the other hand, it could hardly 
have gathered such momentum without Government control 
over trade and economic activity in the countries concerned. 

It must be stated, however, that these defects are not inherent 
in the clearing method itself, and can be eliminated by good 
administration. In a number of soundly administered countries, 
the method has been and is working without creating such 
unhealthy practices. At any rate, exchange clearing has per
formed great services in the most difficult years after the 
collapse of the older transfer machinery, and as a device for 
settling. commercial claims between different countries it is 
~ely to remain in extensive use in the near future. 

Chapter III 

LATER-DEVELOPMENTS 

How did Government measures and policies of control affect 
production and the distribution of trade in South-Eastern 
Europe? And what were the widt:r repercussions on the region's 
economic life in the period up to the outbreak of war in I 939? 

It may be useful to outline the main developments in this 
. field, before. trying, to examine how the various methods of 
Government control have been working in the exceptional 
circumstances brought about by the war. 

'Changes in Production. It does not seem possible to find ~ut 
with' any c;legree of accuracy to what precise extent the pro
duction of the region's exportable goods has been altered as a 
result of Government control alone. Prices and other conditions 
in free-currency markets, progress of industrialization in almost 
every country in South-.Eastern Europe, increased demand for 
certain goods due to preparations for.war, or at least to anticipa-

"tion of war in many parts of the world-all these, and some other 
causes, have IiO doubt played varying parts in the aggregate 
process of changing trade over the period 1931-39· 
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. There seem to be, however, changes in production more 
directly amenable to the new methods of managing and con.: 
trolling trade through Government policy and action. A brief 
description of some such cases may .be attempted in the way of 
illustration, rather than as an assessment of the absolute or 
relative extenl: of the economic changes involved. 

Cereals: The increase of cereal production since 1934 would 
seem to be .due to the combined effect of Government subsidies 
and, from 1936 onwards, alSo to active building of war-time 
reserves by Germany. For most of th.e countries in South
Eastern Europe exports of cereals were the main source of free 
foreign exchange, and it was a matte'r of set policy for Govern- ' 
ments to encourage these exports. The discrepancy between the · 
low world prices and the 'official,. domestic prices paid by 
Governments in' one way or another for keeping their farmers' 
income at a higher level was no longer. a real handicap tt? 
exports, but often resulted in heavy losses to the Treasuries. 
This policy of directing exports of cereals to free-currency 
markets implied keeping the bulk of these goods -outside the 
clearing with· Germany, at least up to 1936, the notable ex
ception being Hungary with its ·steady and massive grain 
exports to Germany. Turkey also went on· exporting grain to 
Germany up to 1938.1 

. . 
Tobacco. By means of bilateral dealing-both in clearing and 

private compensation--exports to most of the usual markets• 
were maintained, and even some new outlets could be secured. 
The total output of Bulgaria, Greece and Turkey rose from a· 
yearly average of 109,700 metric tons for the five years 193o-34 
to 197,300 metric tons in 1936 (a peak yea!), and was about 
146,8oo tons in 1939.l 

Central A:farketing of Tobacco. After the slump in 1932, a new 
method of Government action was tried in order to dk10se of 
accumulated stocks for which there was no commercial demand. 
In 1934 the Bulgarian Government made a huge compensation 
deal with a German group of industries, and sold practically the 
whole of the stocks in payment for supplies ofindilstrial products 
to various administrations-mainly to the Army and Railways. 
In the other tobacco-producing countries also, Governments 
had to give constant and vigorous support to tobacco exporters, 

1 Detailed figures are given in Appendix 1. 
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and often to make considerable concessions when negotiating 
with foreign Governments, in order to induce them to buy 
Balkan tobacco. 

It must, however, be stated that the socially and economically 
important production of tobacco could hardly have been kept 
at these high levels· without the steady purchases of large 
quantities by Germany. In 1935, for instance, 39,900 metric 
tons of Balkan tobacco were imported into the Reich, out of its 
total imports of 87,300; in 1936, 40,800 tons out of 87,300; in 
-1937, 43,600 tons out of 90,400 tons of total imports. In 1938 
Germany bought from South-Eastern Europe 5 I ,8oo tons of 
tobacco. · 

It has often been stated that Germany's purchases of tobacco 
from this region had been one of the most effective instruments 
used by her _for gaining economic preponderance. This is no 
doubt true; but the weapon could hardly have been used to that 
extent, over a period of at least fifteen years, if Balkan tobacco 

. were not actually needed in Germany, or, it may be said with 
more. precision,- if the German consumers were not made to 
smoke Balkan tobacco to that extent. This is one of the cases 
where Germany's politicaf ends coincided with hard economic 
necessities: she could not pay for over8eas imports of tobacco, 

. while it suited_ her political book to buy Balkan tobacco without 
. actual payment in foreign currency. 

Cotton. Cotton growing became important for countries like 
Turkey, Greec~ and Bulgaria, in order to keep in operation 

· theit spinning and weaving mills, which work mainly for 
peasant consumption, and also to supply the large requirements 
of cottage.looms to be found in aimost every farmer's home. 

Mter 1931, it became impossible to buy American, Egyptian 
or Indian cotton without paying in free currencies, and there 
were none to spare. So the Go_vernments in Bulgaria, Turkey 
and Greece encouraged· and 'protected' uneconomical cotton 
growing, at prices which the holders of unsaleable stocks in the 
U.S.A. and ,elsewhere would not have believed possible at the 
time. And, as a further consequence, the area became a source 
of cotton fibre and s~eds for Germany's war effort, as soon as 
Germany was able to drain the meagre Balkan outputs into the 

·clearing. Moreover, it was through another new device of 
Government control that the U.S.S.R. resumed in actual 
practice trade and indus~rial relations with Bulgaria. Russian 
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cotton was imported, spun on Bulgarian mills, part of it retained. 
in Bulgaria in payment for-the spinning~ and the balance re..: 
exported to Russia, after having kept at work the bulk' oflabom 

·employed in the cotton industry. T~e experiment proved fairly 
succ~ssful and was repeated by other Balkan countries. 

. . 
Oilseerk The extension of oilseed growing all over South

Eastern Europe under strong and persistent German action is 
common knowledge by now. From 21,100 tons i:Q. 1935, 
German imports of oilseeds and vegetable oils from South
Eastern Europe rose to 77,10o tons in 1937, and are reported 
to have reached 95,000 tons in 1941, after the region was·cut 
off from possible alternative outlets. . . · 

Here again, Government action was instrumental. For at 
least twenty years past, most of the Governments in South
Eastern Europe had been trying to induce· their fafmers to 
switch over from wheat to other crops, especially to indtistrial 
crops. The artificially high prices b!'ought about by the clearing 
with Germany, steady demand from the Reich and, also, local 
protective policy made it possible to hasten 'and extend the 
switch over. 

Fruit and Vegetables. Much the same developments took place 
with respect to fruits and vegetables. There was practically n~ 
demand for these products in the Western European markets, 
except for Greek and Turkish raisins, almonds and figs. By' 
dint of hard bargaining, and also by numerous concessions on 
other iteins, it became possible to squeeze relatively large 
quantities of grapes, tomatoes, win~ and apples into the clearing· 
-and quota arrangements with Germany, Switzerland, Poland 
and .Czechoslovakia. This would hardly have been possible 
without direct Government action linking up closely with the 
control of trade and foreign exchange. 

Free and Controlled Trade. It may be interesting, at this stage, 
to show some comparative figures in order to plot the general 
course of changes in trade accompanying (though not entirely 
due to) the spreading net of Government control over South
Eastern Europe. 

In 1934, when clearings, private compensations and quotas 
had made considerable progress, a small' part _only,of South-
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Eastern Europe's foreign trade was conducted with 'non
clearing' countries, namely: 

Bulgaria 12· 5 % of imports and 16· 4 % of exports. 
Greece 29"5% " " 40"5% " Hungary 15"9% " " 19"1% " Roumania 23·6% " " 24•8% " Turkey ~6·8% 

" " 32"4% " Yugoslavia 25"0% " " 16·5% " 
The follo_wing year, both the import and export percentages · 
dropped still furthe_r, but in 1936 and 1937, as a result of more 
or less open Government action by Great Britain and France 

·as well ~sin the South-Eastern European countries themselves, 
the percentage of exports to free currency markets increased, 
and there were some clear advances on the import side. 

Bulgaria 
Greece 
Hungary 
Roumania 
Turkey 

· Yugoslavia 

1936 

9"4 % of imports Md 23·1 % of exports. 
38·9% , , 38·5% , 
17"5% " " 21•2% " 
16·4% , , · 31·1 % , 
23"0 % - " " 27•1 % " 
26•4% " " 21•1 % - " 

1937 ~ 
Bulgaria 9· 5 % of imports and 23 % of exports. 
Greece - 40·5% , , ·43·2% , 
Hungary_ 17·2% , , 23·2 %· , 
Roumania 19·9 % "· , 37"5 % , 
Turkey 19·6 % , , 22·2 % , 
Yugoslavia . 24·0% , , 21·5% , 

In this case the actual reasons for Government action were-
. mainly political. Promises given in Geneva (except by Hungary) 

in connection with the economic sanctions ag;pnst Italy were 
fairly ·well kept by most of the countries in South-Eastt:rn 
Europe. · At the same time, the growing realization of the 

-political implications o~ Ger~any's economic advance over the 
· whole region created uneasiness and alarm in both Western 

and South-Eastern· Europe. Without formal agreements, a . 
parallel policY. for increasing trade was entered upon, though 
in a somewhat hesitating and incoherent way. The results were 
not, and could not be, of a decisive character. 

By the end of 1938, the trend away from Germany and 
towards free-currency markets seems to have lost some of its 
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impetus, a&d the downward movement was resumed; the 
respective percentages were 

Bulgaria . 
·Greece 
Hungary 
Roumania 
Turkey 
Yugoslavia 

13·3% of imports, 12·0% of exports. 
29·5 % ., 35·7 % , 
14"1 % ., 17"0% " 
1/'"5% , 27•1 % , 
19"5% " 21"3% ., 
23·6% " 20"5·% ., 

These figures, compiled fr9m the League of Nations Annual 
Statistics of World Trade, give but a rough. outline of trends, 
since they do not include (i) all private compensations, a sub
stantial part of which in~luded exchanges of goods with non
clearing countries also; (ii) the percentages of free currency
sometimes up to 30 %-left at the disposal of South-Eastern 
European countPies by their partners in clearing agreements; 
(iii) the fluctuations of foreign exchange rates and of the rates 
of exchange premiums. . 

The general trend is, however, borne out by facts of practical 
experience. · A relevant illustration is provided by the following 
statement: -

'Practically the whole of the foreign trade of Turkey is 
conducted by a system of clearing or similar agreements. 
Du~g 1937, out.ofa total export trade of [;T 137·9 millions, 

105 millions ·represented trading with clearing ·countries, 
1"1 millions with compensation COUntries, 24"3 inillions with 
recognized free-exchange countries, and 4·5 millions with. 
others. · · 

Imports to ·a value of .f:T 1 14·3 millions were diVided as 
follows: 

Clearing countries 
Compensation countries 
Free exchange countries 
Others 

.f:T 86·2 millions.'1 

1"4 " 
.1"1 ·g " 

4"8 " 

Extensio; of Controls. The declared primary aim of Govern
ment control, after the general economic breakdown in 1931, 
was to 'save the national currency'. 

This elastic formula has been made to mean various things 
at different times, even at the same ·time. 

~ . 
1 &port on Economic and Commercial Conditions in Turkey, published by the 

Department of Overseas Trad& in April 1939, p. 39· 



LATER DEVELOPMENTS 

The first efforts were, in fact, directed to reducing the drain 
on gold arid foreign exchange. By limiting and, later on, 
_stoppin~ altogether transfers of non-commercial payments 
abroad, the volume of outward-bound funds was greatly 
reduced, but only after considerable depletion of the foreign 
.exchange reserves available to the Central banks, of balances 
held by private banks and short- and medium-term credits to · 
trade and industry. It has been estimated that in a single year 
more than 30 milliard Swiss francs of short-term indebtedness 
were liquidated.1 The figure applies to the whole of Europe, and 
it is difficult to assess the share of the countries under review, 
but the strain put on their banking system was certainly very 
great ~nd the resulting dislocation of their whole trade and 
credit system can be described as crippling. 

The Vol~me of T;ade. When there was little1eft over even for 
transferring the price of imported essential goods and services 
connected with trade, the foreign exchange controls tried to 
reduce new imports to the lowest possible level, at th~ same time 
doing all they could to encourage exports. 

This seems to be an impossible task. The general result was 
a decline o:( trade in both dll::ections, which made things even 
worse. Nevertheless, the impossible goal was ruthlessly pursued 
further and further, restrictions becoming more and more 
severe, and their repercussions spreading over wider fields of 
every country's economic activity.' These widening effects 
brought about the realization of the enhanced power of Govern
ment control to (,liter not only the volume of trade, but its 
direction and distribution both within and outside a country. 

' . 
Distribution of Foreign Trade. As it was almost impossible to 

obtain raw materials through clearing channels, imports of 
'these materials, severely rationed, became the main object of 
trade with free-currency countries, while manufactured goods 

, were imported more and more through clearings and private 
·compensations from countries controlling their foreign pay-
ments. As explained earlier in this chapter, the resultant shifts 
in the total exchanges of goods with both categories of countries 

· are ob'scured by the general shrinkage of trade aU over Europe, 
and by roundabout ways of obtaining goods from some free
currency countries through methods of disguised harte~ (private 
compensation, triangular barter,. etc.): impossible to trace in 

I Bank for International Seulements, Second AMual Report, to 31 March 1932. 
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the published statistics of foreign trade. The basic feature, 
however, remains that raw 'lnaterials were bought for free currencies~ 
while the clearing method was increasingly used for obtaining manu
factured goods. 

On the export side, great ef.forts ~ere persistently made to 
increase sales of South-Eastern European goods to free-currency 
countries, leaving for export to clearing countries goods which 
were not- needed in free-currency markets. -

Goods as Means of Payment. This was roughly the general pl~n 
of the controlling and directing authorities. In spite_of a great 
display of ingenuity in detail ahd resourcefulness-in 'regulating' 
devices, -the results did not. come up to the Governments' 
expectations. The basic factors at play were not much affected 
by these policies. The.free-currency markets really did not want 
South-Eastern Europe's ~xportable surpluses. The continental 
markets where· these surpluses were wanted could not pay for 
them in foreign currency: No Govt:rnment policy could alter 
these material facts in a permanent ·way, and the inevitable 
consequences soon.became apparent. T~e bulkofSouth-Eastern 
Europe's trade found its way into the clearing system', i.e: into 
exchanges of goods against goods. The. lack of means of payment 
from one country to another was thus overcome by eliminating 
the use of these means of payment, or, more precisely, by" 
substituting payment in goods for payments in foreign exchange. -

Bilateral Trade. This substitution cotJld not be made, at the 
initial stages at least, on a multilateral basis. The 'goods
against-goods' exchanges had to take place between couples of 
partners only. Those of the South-Eastern countries of Europe 
producing the same or similar kinds of goods could obviously 
not sell them to each other, and the clearing arrangements they 
made with their neighbours in the region did ·not come to 
anything like complete fruition. The funda~ental requisite 
remained that, in bilateral trade, perhaps more than in the 

· older ways of trading, the goods must be really wanted by the 
purchasing partner. This hard necessity blocked the way to 
multilateral extension of the bartering methods and, in spite of 
much advertised recent efforts by Berlin, the obstacles have not 
yet been overcome in a practically important measure. 

Support from Agriculture. On a bilateraT basis, however, the 
new devices worked fairly well, and, within a few years, there 
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was a recovery. The region's turnover in foreign trade gradually 
increased and, as Germany-the ehief purchaser;-by skilful 
handling of the exchange parities through her clearing agree
ments succeeded in keeping high the local price levels for 
agricultural goods, the peasant populations of the region had 
no grounds for complaining about the prices they were getting. 

Complaints, . however, came from these and from other 
quarters about the high and rising prices for manufactured and 
.imported goods. By maintaining the Reichsmark at a high 
level in terms• of aU· South-Eastern European currencies, 
Germany could not escape the consequence of making her 
exports to the region more expensive. The so-called 'price 
scissors' opened wider and w1der, but the pur~ly German factor 
ii1 the process was obscured by the additional costs of private 
compensation, foreign exchange premiums and, in general, by 
the inevitable rise in prices for goods imported from free-

. currency sources in.rationed quantities. Once again, Govern
ment control proved unable to overcome the latent influence of 
real costs working beneath the rigid structure of regulations 
and restrictions. 

Support from Industry. Times .of relative prosperity came also 
for local industries in South-Eastern Europe. Ever since in
dustrialization began in that area,' the bulk of its industries had 
lived, and some of them thrived, on Government protection. 
During the first years after 1931, dwindling consumption, with
drawal of'foreign credits and severe deflation pursued by the 
banking systems at home had dealt hard blows at these 
industries. _Many of them disappeared, others suffered heavy 
losses. 

Foreign exchange restrictions and Gove~ment control of 
trade gradually brought about better times. One of the 
corollaries,of exchange control was (at least in the majority of 

. the countries iii South-Eastern Europe) so to scale down the 
transfer of old debts and repayments on old credits, that 
industries which had not repaid their foreign obligations were 
practically left .in possession of these foreign credits and used 

. them as part of their own working capital. This was a welcome 
offset against the necessity to deal on a cash basis inherent in the 
use of clearing and compensation methods. . 

The high level of prices for imported goods and the severe 
restrictions on imports improved the prospects of local industries 
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still further. Always dependent on protection by~ they
found in the new devices of quotas, exchange regulations and 
clearings fresh prospects of sheltering behind more modern and 
efficient barriers. And, amongst the defenders and upholders 
of the new methods of trade, industrialists were perhaps even 
more instrumental than -the representatives of agricultural 
interests: they had better access to the relevant hig!l quarters 
directing foreign trade. Their more subde action was carried 
out "ith greater skill and consistency. When Germany's effective 
power spread over that part of Europe, she had no difficUlty in 
securing collaboration from local industrial quarters. ·And since 
the Reich has become the sole dispenser· of raw materials, the 
only alternative to working with and for Germany was to 
dose down. -

lmproMIImls to the Clearing Jfetlwd.. The mechanism of ex
change clearing as applied in its initial stages was too clumsy 
.and simple to allow adjustment of the whole complex of trade 
currents in the longer run.. Ev~ the addition of quotas and 
private compensation did not fully achieve the ends Government 
control had in view. These ends changed, widened and became 
more diversified as the control devices went on working. 

One of the many difficulties to overcome in South-East:ern 
Europe was the discrepancy between the internal price structure 
imposed by Germany and the changing but persistendy lower 
price levels prevailing in other frre..currency or clearing markets. 
It was more and more difficult to go on selling ai the same time 
to Germany and also to Great Britain (for free sterling) or 
S"itzerland (70 %on clearing account, 30 % iB. free currency), 
or the U.S.A., where interesting prospects for tobacco exports 
were in the offing. 

Premiwns. Various methods were devised for adapting ex .. 
change and trade control to these divergencies in the foreign 
markets. It would bring us too far into technical description to 
analyse the development of these measures and regulations. The 
more important and successful ones, in the longer run, were 
exchange premiums, differential exchange rates and contractual 
prices for supplies over several years. 

The primary object of exchange premiums was to bridge the 
gap between high local prices resulting from the over-valuation 
of the Reichsmark and the much lower prices preyailing in the 
other world markets. The over-valuation of the Reichsmark 
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actually meant a corresponding depreciation of the home 
currency, and there would have been much less harm if 
Governments had accepted the fact openly and acted in · 
accordance with this situation.l For a number of reasons, 
however, maintaining a 'stable' national currency, ie. stable 

.:in relation to gold or gold currencies, became a kind of super
stition in most of the countries in South-Eastern Europe, a 
superstition carefully fostered through subtle German influences 
in high administrative quarters and upon popular psychology. 

Prestige grounds very seldom do prevail against hard facts, 
especially in the long run. One such hard fact was that you 
could not sell goods for sterling or dollars if you did not pay the 
right price for sterling or dollars. ~ince the right price could 
not be paid openly, the Central banks authorized paying 
premiums (up. to 35% and even go%) above the 'official' 
rates quoted by-them for free currencies. . . 

Differential Rate~ of Exchange. • This, however, did not suit the 
book of their Governments, who had to make transfers on their 
foreign debt serVice. It was therefore decided to pay premiums • 
only on a varying pat;t of the free currencies resulting from.• 
exports or coming from other sources. The rest of these free 
:currencies was acquired by the Central banks at the official 
rates; and sold to their national Treasuries practically at the 
same low rates. .. 

By varying both the level of premiums and the percentage 
of e;x:port proceeds entitled to premium, an elastic scale of 
differential exchange rates was made to suit the particular needs 
of exports .and to render possible imports unobtainable through 
the clearing channels. Thus, jor instance, if the official buying 
rate for dolla,rs was IOO units of local_currency, the Central 
banks issued authorizations to acquire dollars at 130 for certain 
imports. As all exporters stood under the obligation to offer to 
the Central blmk' all the proceeds of their exports, the Central . 
banks purchased IO or 20 or 30.% of these proceeds at the 
offic~al rate of 100, allowing the balance of go or 8o or 70 % to 
be sold at I20 or I30, or more. This practice was continued until 
Berlin was able to put an end to it. In I g4 I the level of pre~ums 

. was brought into line so as to represent a uniform premium of 
about 20 % on the rates for the Reichsmark. 

I Austria did so, eventually, and the economic results achieved before 
the Anschluss were an indication of a possible better way out of South-
Eastern ~urope's difficulties. · 
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Long-term Prices. It took Germany a long time~ however, to 
remove from South-Eastern Europe ·the influenc~ of WO)"~d 
prices. For many years this ·influence had been a serious 
inconvenience to the German economic controls bent on 
keeping prices at a stable level, as 'a prerequisite_ for the success 
of their whole planning. · - . . · · 

Germany ·was not interested to the same .degree in the price 
movements for ev~ry export article in the region, although it · 
was one of the general objectives of her policy to !eep the whole 
structure of domestic prices at a high level so as to prevent South:
Eastem Europe from selling to ~ther markets goods needed by 
Germany.· ' 

For these goods she was keen on getting prices stabilized over 
·a period of years. The experiments made with the conclusion of 
contracts for groWing and supplying soya beans are common 
knowledge. Relat:lvely stable prices were secured by more 
flexible methods in -the case of tobacco. Being the chief pur
chaser of Balkan tobaccos, the German cigarette manufacturing 
concerns had a powerful weapon· to hand, although the way of 
using it was often influenced by Government foreign policy 
more than by considerations of_ business expediency. At any 
rate, in the case of several important transattions in tobacco, 
prices were fixed for two or more successive crops at a time, 

..Such longer-term agreements on priceS were made possible 
by the use of central marketing methods, years before the 
outbreak of th~ present ·war! Soya beans, tobacco, an~ other 
Balkan goods were purchased by one agency acting on behalf 
of all or many consuming induStries and ~ffici<;ntly backed by 
the Reich's Government. -

This method often ~ompelled the exporting countries either 
to negotiate the transactions through. their· Government's 
channels or to use for the purpose of negotiation and ex~cution 
of the contracts collective bodies such as co-operative societies 
or associations of exporters. - · · · 

. . 
Export and Import O.ffices. On the eve of the second world war, 

there were in most of the countries of South-Eastern Europe 
Government semi-commercial export organizations (Export 
Institutes) on the one hand, and importing agencies run under 
the auspices of the foreign exchange controls, on the other hand. 
This double grouping of the most important inward and out
ward currents of foreign trade brought centralized marketing 

lliiCT -3 



34 LATER DEVELOPMENTS 

several steps further. The somewhat bulky and, from the 
business point of "\liew, slow and expensive apparatus seems to 

· be performi'ng useful work since trade routes were cut by the 
progress of the war and supply of raw materials and most 
manufactured goods from abroad became practically impossible 
through the usual channels of private trade. . 

This brings us to a consideration of some more recent develop
ments, closely connected with the circumstances of the present . . 
war. 

Chapter IV 

SO ME MONE'FAR YASPECTS-FINANCING 
OF TRADE AND OF GOVERNMENT • 

CONTRACTS 

Do Clearings affect Monetary Policj? At the annual meeting of 
"the Reichs'l;>ank in March 1942 its President Walter Funk stated 
that the clearing system was a·' method of payment and not a 
matter of monetary policy' .1 

This may be true so far as purposes and intentions go, and 
only if the clearing mechanism works smoothly, i.e. if claims 
and counterclaims are set off against each other without long 
delays· resulting in · accumulation of uncleared balances at 
either end. 
~ In point of actual practice, such quick and smooth working 
is only possible if, all the ·year round, exports and imports at 
both ends follow upon each other in quick succession and their 
values are, on the whole, balancing over short periods. A 

. position of th,is kind is probably an ideal one, hardly possible in 
.the commerc~al exchanges between industrial and agricultural 
countries, the latter being notoriously subject to important 

· seasonal variations. And such variations can only be adjusted 
by means of appropriate measures of credit policy and, 
~vehtually, of monetary policy. At this point the Reichs
minister's contention leaves the solid ground of actual facts. 

. Seasonal and Permanent Discrepancies. Although seasonal dis
crepancies of this kind wer~ the rule rather than the exception 

1 Donau Broadcasting System, 17 March 1942. 
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for South-Eastern Europe's foreign trade, there were also causes 
of a more constant nature which contributed to the accumula
tion of unwieldy balances on clearing account. Mter 1936, 
Germany's policy ofincreasing herpurchases in the area. became 
more energetic and insistent. At the same time she was less and 
less abl~ to supply her clearing partners with tl;te -goods they 
needed, mainly raw materials and co~umption goods, but also 
certain kinds of capital goods for the equipment of industry, 
railways, etc. · · 

Exporters to the clearing countries co'uld no~ wait to collect 
the proceeds of their exports until there was, in the exporting 
country, enough money paid into the clearing account by 
importers. According to the basic principles of the clearing 
methods, exporters had .to be paid with the funds collected by 
the Central bank from importers through the same clearing. 
If there was a chronic lagging behind on the import . side, 
exporters had to wait, unless some means could be devised for 
providing funds from other ~ources. · · 

Measures for Paying Exporters' Claims. Various measures were 
tried to this end. Some Central banks purchased the exporters' 
claims outright, and paid to the exporters the equivalent in local 
currency. In other cases advances were arranged through the 
banking system. Sometimes exporters were allowed to sell their 
claims. direct to prospective importers, even at a discount. On 
·final account, however, most of these measures amounted to increasing 
the volume of currency and credit in the exporting country beyond the 
levels at which currency and credit volumes would have re
mained if the proceeds from exports could be used without 
undue delay. In point offact, such repercussions on the internal 
monetary position are not inherent in the clearing method itself, 
the primary object of which is to set off imports against expo!ts 
in the quickest possible succession. The unwelcome monetary 
expansion only sets in when the time-lag between exports and 
imports is long and recurrent, so that the Central banks have 
eventually to purchase exporters' claims not with funds paid in 
by importers, but witli fresh money. . · 

A less avoidable corollary of clearings is the necessity for 
traders to deal in cash to a much greater extent than under free 
exchanges. The smoother a clearing agreement runs, the quicker 
and more often will importers be called upon to pay cash into 
the· clearing account of their Central bank. It is no doubt 

3-2 
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possible to import o~ export on three or even six months' credit, 
but, as a .fact of actual experience, the bulk of trade done 
through clearing channels is . being carried on a cash basis. 
At any rate, the portion of commercial credit granted by the 
domestic system is much larger than it was before clearing 
agreements we_re made. It can hardly be denied that foreign 
trade bills, acceptances and bankers'· credits from abroad have 
almost vanished under the various clearing agreements, while 
book credits by foreign exporters have become rather exceptional 
features requiring special arrangements and notification to the 
clearing authorities at both ends. _ 

Special Circumstances in South-Eastern _Europe. This may need 
some further explanation, from- the special South-Eastern 
Eilropean angle, because. these secondary effects of Government 
control, and more especially of the exchange control, are not 
apparent to the same extent in other countries (e.g. Swi~erland, 
the Netherlands, even Germany herself) where similar if not 
stricter controls were in use. 

One of the reasons seems to be that pr9longed accumulations 
of credit balances in Berlin were not allow~d by the Western 
European ,countries to become a permanent factor, or were 
dealt with in-technically more efficient ways. In most cases, the 
demand for goods obtainable through clearing channels was 
more elastic than in countries producing mainly primary goods. · 
The fact also that ~outh-Eastern Europe was more dependent 
on Germany as principal outlet for the I"egion's exports goes a 
long way to explain its greater readiness to submit to the Reich's 
policies and exigencies. The rapid increase of trade with free
currency countries in Igg6 and 1937 referred to in the preceding· 
chapt«;r seems however to bear out the conclusion that, by that 
time, there was in South-Eastern Europe a marked inclination 
to dispense with the dearing met~od wherever possible. 

Failure of Attempts at Trading with Free-currency Markets. This 
inclination did not prove a practical policy: The reasons are 
well-known, but one of them-probably the most potent one
bears repetition. and stressing. There was no demand, no real 
commercial demand for the bulk of South-Eastern Europe's 
exportable surpluses outside the markets with which the clearing 
method was the only way of trading. 

Whatever the reasons and however unw~lcome the reper
cussions, . for South-Eastern Europe ·there was no practical 
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alternative to controlled and managed trade. And the effects 
of this policy spread farther and fartlier afield, under the con
stant and cumulative action of the causes· outlined above. It 
soon became obvious that even credit and monetary expansion 
were not enough for dealing with situations arising out of the 
working of the various controls and restri<_:tions. · 

End of Foreign Cr~dits. Gove.:nme!lt controls had undoubtedly 
brought solutions, however temporary and imperfect, but real 
solutions for some of the hardest and most pressing problems 
created by the crisis in 1931. But the \'ery same measures, 
regulations and restriction,s had practically stopped the influx 
of medi~m- and long-term capital to South-Eastern Europe. 
Within the region itself; deposits and savings in -local currency had 
considerably increased between 1932 and 1937, and continue'to 
rise as the inflationary spiral gathers momentum. It was easier 
for the Treasuries to provide resources for ever greater budgets, 

· just as readiness to invest local resources in new industries, in 
building and other long-term ventures grew from year to year. 
The ~ue was how to provide capitcil goods for the more and . 
more urgent requirements of Governments and private under
takings . 

.Need for Long-term Cmfits. The new me~odS of payment
clearings and compensations-were based bn settlement in cash 
or, at best, at short term. The point arose how to adjust these 
methods to the requirements of medium- and long-term credits 
for capital goods. Some hesitant experiments were tried-with · 
varying success--to use the guarantee of Central banks . that, 
if there were. not enough funds available on clearing account at 
the maturity of medium-term bills, payment would be assured 
either by special exports of goods or in other ways within the 
power of these banks. Unfortunately these powers were limited 
in such matters. The prevailing opinion indeed was that these 
matters were not the busineSs of Central banks. 

How the issue would have developed further on can only be 
guessed, as the imminence of war put an abrupt end to the 
technical objections and to the scruples of Centr31 banks and 
financial authorities. Armaments and war supplies had to be 
secured by any means. And means, or rather expedients, were 
hastily devised. · 

(!sing Export Proceeds for .Medium-term Credits. As Germany, and 
other clearing countries also, became heavy buyers of grain, fats, · 



38 SOME MONETARY ASPECTs-FINANCING OF 

skins and other products of South-Eastern Europe, clearing 
balances were rising. Especially in Germany, they were far 
ahead of the increased import requirements of the region, re
quirements which the Reich was not over-anxious to satisfy 
promptly. Arrangements were made- for reserving or ear
marking parts of the current and future credit balances for 
m'eeting at maturity- medium-term Treasury bills issued by 
several South-Eastern European Governments in payment for 
military supplies, railway equipment, and, later on, for agri
cultural machinery. In actual practice, however, things did not 
.work according Jo plans and schedules. The following few lines 
may serve as an aQ.equate illustration of these developments. 

How the Scheme Failed in Practice. 'As considerable Government 
purchases in Germany could not be financed · by current 
budgetary means, a medium-term credit, up to seven years, 
had been arranged. But, since Bulgarian exporters to Germany 
~ere paid in cash, the clearing with Germany became un
b_alanced and the National Bank (of Bulgaria) thus acquired 
a J.arge holding of Reichsmark. The law of 9 March I 940 
authorized the bank to utilize its Reichsmark holding to re
purchase the £ulgarian Treasury bills given- in payment to 
German heavy industries. Eventually arrangements were made 
for the Bank to buy. the bills at the moment of issue, so that 
.actually cash was paid to the foreign firms;-and the National 
Bank granted .the credit to the_ Government.'1 

Circulation and Hoarding. The actual snag apparently was that
the Central bank must pay in cash the eqUivalent also of exports 
the proceeds, of which were to be earmarked for the settlement 
of future maturities. In such circumstances, there is no justifi
cation at all for· calling the arrangement a ~credit'. The Cen1;ral 
bank pays the amount' once to the exporters and then advances 
to the importer (i.e. to the Government in this case) the same 
amount by purchasing the corresponding Treasury bills.· The 
clearing account is thus settled, but the monetary implications 
within the cou.Q.try are Teally disturbing. It must be borne in 
mind in this connectiqn that the banking systems in South
Eastern Europe do not function with the flexible precision of 
the British banking system. Notes once put into circulation are 
not 'finding their way back into bank deposits' as often as they 
do 'here. There is an extensive and spreading epidemic of 

1 B.I.S. Reportfor 194o-4r, p. 138. 
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hoarding bank-notes in South-Eastern Europe.1 And, since a 
great deal of purchases and sales of goods take place in villages 
and far-off places outside the scope of strict rationing and con
trolled prices, hoarding, in these special circumstances, means 
not only storing notes away in. hiding places, but using them. 
in a kind of clandestine circulation outside the banking system. 

_The ultimate efl:ects can be easily understood. · 
In summing ·up, it may be stated that, like so many other 

plans for extending and co-ordinating the- use of Government 
control and management of trade and payments, the scheme 
for using the clearing method as a basis, or rather as an instru
ment for medium-term credits and investment, has been upset 
by the hard necessities of war. Whether different and better 
results might have been reached in less abnormal-circumstances 
remains ari uila~wered question. · 

Chapter V 

RECENT CHANGES- AND TRENDS 

It may seem that too much space has been given in these 
pages to the description of clearings, private compensations and 
their effects. An excuse, if not an obviously valid reason for 
doing so, could be found in the growing importance of these • 
methods of Government action in relation to the other weapons 
at the disposal of State authorities. . · 

Effects of Bilateral Trade. This relative importance does. not, 
however, detract from the large part played, in the field of 
Government action, by other measures of control, su<;~ as 
tariffs, quotas, restrictions on travelling, etc. It is quite probable 
that, without the additional powers to regulate and direct made 
available' to State authorities through these p~tent auxiliary 

1 In introducing his Budget for 1942, the Bulgarian Finance Minister 
explained in Parliament that taxation represented 2()--25 % of national 
income, savings 10% only, and •at least 64% went into consumption and 
hoarding •. His Hungarian colleague, on a similar occasion, stated on 
23 October 194-2 (according to Neue <:,uechrtf" <:,eitung, 31 October 1942) that, 
out of a total note circulation of 2,4,00 million pengoes, 7oo-8oo million 
pengoes were hoarded. 
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measures, the ultimate effects of clearings would have fallen 
short of many expectations and purposes. At any rate, as long 
as the basic principle of controlling trade and payments remains 
bilateral dealing, the efficiency of clearings and compensations 
as means of regulation is likely to go on gaining ground over 
the subsidiary methods, especially tariffs. But, since the very 
basis of this efficiency was and still is' bilateral dealing, it was 
inevitable that the whole system should become more cumber
some as· _its application, was-~spreading and bringing forth 
cumulative effects. -

Attempts at Multil~teral Settlements. In 1935, already, several 
Governments found that the difficulties in using their credit 
balances on clearing ac~ount outside the bilateral agreements 
required urgent attention. In their reply to the League of 
Nations questionnaire on Clearing Agreements,. the Greek 
Government complained ofthe system's 'lack of elasticity' and 
advocated 'expansion into plurilateral agreements'. They also 
stated that they had 'already ta~en,certain steps in this direction 
by successfully insisting on their recent agreements with Yugo
slavia (i April 1934), Roumania (17 October 1934) and Turkey 
(10 November 1934} being concluqed on a tripartite clearing 
basis'.\ 

The results were disappointing, as plainly stated in the 
Yugoslav Government's reply to the same questionnaire: 
'Unfortunately, it ha;; not proved possible up to the present to 

,recover any part of the Yugoslav claims on Greece through this 
.indirect channel .... The difficulty at present in the way is the 
existence oflarge Yugoslav claims against the country in relation 
to which Greece is a creditor (Germany).'2 -

The difficulty is still there, to- this day. Perhaps a much 
greater one_than'in 1935, when there were some other outlets, 
however limited, for . the region's exports. Yet, persistent 
efforts have been made, comprehensive plans have been drawn 
up and widely advertised for overcoming this obstacle of 
physical facts. A number of agreements were signed, elaborate 
regulations and directions published, but ther~ is still very little 
to_ show in the way of really workable achievements. It is still 
impossible, in actual practice, for South-Eastern Europe to buy 
Swiss, Swedish, even important Italian goods and to pay by 

1 League of J'{ations Enquiry into Clearing Agreements, Geneva, 1935, P· 144. 
2 Ibid. p. 146. . -
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drawing on its huge balances in Berlin. In spite of.:particufar 
cases where settlement through Berlin was made possible (e.g. the 
present Clearing Agreement between Roumania.and Bulgaria; 
various other arrangements for settling in the ~arne way trade 
accounts with countries undey German occupation), these 
facilities have been and are being kept within determined 
limits. In point of fact, Germany herself seems to be applying 
a discreet but effective brake on the eagerness of her clearing 
partners to settle their claims by drawing on Berlin. On a 
bilateral basis, she can _much better prevent huge and s~mul
taneous calls on the clearing balances._ She can negotiate, 
promise; send from time to time some supplies; shortly, stave 
off a run on the clearing accounts the aggregate balance of 
which has risen to alarming proportions as a consequence of 
additional German debts for services and for expenses incurred 
by her troops spread all over Europe. 

Debts for Services. Commenting on· this state of ·things, the. 
De~tsche Allgemeine Zeitung wrote, on 2 September 'I 942 : 'It iS 
true that balances on clearing account have accumulated in 
favour of certain countries as a result of the war; this cannot be 
avoided. This is a natural consequence of Europe's general 
adjustment to the war situation. War-time production naturally 
brings about a reduction. i!l the output of consumers' goods, 
consequently a drop in German exports. It is however ,in
teresting to note that in most c~es of German debit balances on 
clearing account, exchanges of '"actual goods are in equili
brium .... The passive balances in these cases are on{J due to other 
countries for labour or other services .... ' · · 

Imports before Exports. In point of fact, a glance at the latest 
data on ·exchanges of goods between Germ_any: and South .. 
Eastern Europe will show that the countries of tliat region are 
not_ among the 'most cases' where 'exchanges of actual goods 
are in equilibrium'. It has hecome almost a platitude by now 
to state that all Europe is in sore need of goods. and that 
'supplies come before money'. This position was plainly de
scribed by the Bank of International Settleni<:nts early in 1941: 
'In the approach to the problems offoreign trade a great change 
has occurred: while up to the end of August 1939 the aim of the 
commercial policy was to achieve a "favourable trade balance", 
the attitude thereafter may be indicated by the formula: 
"imports precede exports". Instead of import restrictions of 
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various kinds, export quotas and export prohibitions have been · 
impo~ed, and the accumulation of free devisen is no longer 
r_egarded as a major objective.'! , 

If Reichsmark accumulating ·on clearing account cannot 
provide goods, they are no doubt still less of an objective, 
especially if it is borne in mind that the situation has become 
considerably worse since that statement was made. 

Important Changes_ in Direction of Controls. The statement, how
ever, is of great importance. It points towards far-reaching 
changes not only in the direction of Government control of 
trade, but also in the purposes of Government control. If sober
minded admini~trations like the Swiss· controls see themselves 
compelled to take severe punitive measures against infractions 
of export regulati~ns. 2 this is-a sure indication that the change 
is reaching a. significant stage of progress. 

As to the countries in South-Eastern Europe, strict and 
elaborate measures of export control have been taken recendy• 
in Hungary, Roumania, Bulgaria, and particularly in Turkey, 
where, more than in any ot~er part of this region, Government 
action, by achieving remarkable results in the country's recovery 
after ten years ofwars (1912-22), has become an integral part. 
of its whole economic life. Certain Turkish exports (e.g. 
chromium, veget~ble oils, cotton, wool, etc.), by their strategic 
importance, place Turkey in a particularly delicate position as 
a neutral and make necessary much closer and more carefut 
control of exports than elsewhere in South-Eastern Europe . 

. Political Motives. As prices are steadily rising and stocks of 
important'goods dwindling, the control of foreign trade is being 
enforced not "only for reasons of commercial expediency, but for. 
purposes also of public security and social policy. In this way, 
the influence of internal political motives on Government inter
vention in matters of trade is growing. It is likely to become 
ever more powerful, as time passes. Its further implications 
may lead to lasting structural changes reaching down to the 
foundations of national economies in this part of Europe. 

Under-nourishment and chronic need for the most essential 
consumption goods have, fqr many a year, been a customary 
state of things affecting millions of people in this region. The 

1 B.l.S. &portfor 194o-41, p. 6g. 
2 Announcement through the Swiss Home Broadcasting Service, Station 

Schwarzenburg, 17 November 1942. 
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usual explanation was low income, widespread poverty, back
wardness-as many different names for the same thing. 
Governments, as a rule, felt unable to provide effect~ve remedies, 
to evolve consistent ~nd lasting solutions on a national scale. 

New Tasks for Controls. Now-;· under the stress of emergency, 
when large_ numbers of men are mobilized ~nd have to be fed 
and clothed adequately, and when short supplies and even 
complete lack of essentials affect rich and poor in much the 
same way, the State has to secure the supplies and to distribute 
them according to needs instead of to means. The existence of 
widespread hoarding, .speculation and black markets does not 
affect much this·fundamental change in the situation. To a far 
greater extent than ever in the recent history· of South-Eastern 
Europe, it. has become the task and the responsibility of the 
State to provide and fairly distribute a great number of supplies. 
It seems difficult to imagine that, when the present state of 
emergency recedes, governments could easily revert to half
.measures in these matters, taking precarious cover from mass 
discontent behind the battered walls of budgetary limitations. 
Disregard of the most elementary budgetary safeguards to the 
extent to be observed nowadays in Roumania, Bulgaria and 
elsewhere will probably,· most probably, make it very difficult 
to use them again as excuses, however sound and. valid these 
excuses may be in themselves. . 

'Dynamic'. Government Controls . . Thus government controls, 
primarily devised and carried out as measures of restriction and 
static balancing, are now increasingly. bent on expanding home 
production, initiating and actively backing fresh ventures, re
shaping the distribution of goods and services, driving, stimu
lating on the one hand, as they restrict and regulate on the 
other. Forcing up output of cereals and other crops, urging and 
financing the exploitation of mineral deposits of poor content· 
and difficult access, pushing up industrial production of goods 
for which there should hardly be many buyers after the war
these are but a few examples of the ever-widening field over 
which Government action has been spreading in South-Eastern 
Europe. Since there are fewer and fewer things money can buy, 
there seems to be_less and less hesitation to spend 'dynamically' 
wherever there is a chance to get something in return. 

Budgetary Aspects. The tendency is not entirely new. In
dustrialization with Government support had started in Turkey, 
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Bulgaria, Hungary and· Roumania long before the present 
shortage of supplies. Agricultural improvements, schemes for 
raising the productivity of farming, for increasing the variety of 
crops, and other plans for Government action in these directions 
had been prepared long ago, but were held in suspense chiefly 
for budgetary reasons. Now, these reasons seem to be losing 
much of their strength, as resources flow into Treasuries as by 
magic. Direct taxation being, on the whole, at a much lower 
level in South-Eastern Europe than in the, richer and more 
advanced countries of the continent, there does not seem to be 
a really strong opposition to this policy of 'dynamic' spending 
while the going is good and the magic still works. · · · 

There can be little doubt as to the ultimate outcome. Instead, 
however, of attetD.pting once more to draw the dark picture so 
often grawn, cine might be tempted to try and see ,whether, 
a~ong the debris of the eventual landslide most of us anticipate, 
there might not b'e some part of this l~vish 'constructing' left, 
standing, or at least usable for later, more soberly framed work. 
It is not altogether improbable th,at, beside factories turrung out 
sqbstitutes of -doubtful ~sefulness or costly goods destined for 
mass consumption, besides scores of unwanted aerodromes and 
i'e~undant military buildings, many sorely needed roads will 
have, been made, railways . improved, agricultural machinery 
supplied, and long overdue diversification of crops advanced 
several_ steps. 

Some Results. It is difficult to see through the artificial fog of 
propaganda how much of reality there is in reports about 
unde:rtakings like the construction of a huge power-station on 
the-Danube;1·or the erection of a net of refrigerating storehouses 
along the railways of Hungary, Roumania and Bulgaria; or the 
introduction of new devices for transporting perishable agri
:cultural products;2 or the :;teady expansion of the aluminium,3 

cellulose and fibre industries, or the equipment of Roumania's 
railways and agriculture with an altogether impressive amount 
of machinery and badly needea implements.• By checking this 
flood of information through reports from sources not controlled 

I Radio Vichy, 18 October 1942; Bratislava Broadcasting Station, 
23 October 1942. ~ 

2 Neue Zuercher Zeitung, 12 September 1942. 
s The Mining Journal, 12 September 1942. 
• Frankfurter Zeitung, 5 April and II May 1942; Gardista, 23 November 

1941; Argus, 25 May and 9 September 1942. 
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by Germany, one cannot help feeling that there must be sonie 
substance behind the smoke-screen. 

War-time developments i_n this field may 'or may not prove 
definite assets to the countries concerned. They may or may not 
justify the enormous resources spent by the various States. It is, 
however, a somewhat humiliatiri.g fact that most, if not .all, of 
these undertakings used to be considered as desirable impossi
bilities as late as 1939, and that the ·distressing concourse .of 
circumstances' we all know should have brought them nearer 
the stage of accomplishment. And· there can be no doubt that 
Government controls have, at ieast indirectly, played a decisive 
part in making such ventures look like plausible issues, almost 
as legitimate objectives of Government action. It is becoming 
more and more a habit to look up to Governments for acting .and · 
spending in. this way as a matter of course. This is likely to 
create new political mentalities and also criteria of right or 
wtong governing hitherto quite unknown in domestic policies 
in this part of Europe. · ' 

Effects ~n Technique. of Controls. 'Imports before Exports' is .a 
policy apparently leading to some major changes in the technical 
working of Government controls.. Since the main object at , 
present is to get supplies and, iri the circumstances now pre
vailing in Europe, ~ere is a surplus (instead of the former 
scarcity) of means of payment for the goods. obtainable within 
Europe, restrictions on the use of these means of payment tend 
to become pointless, even harmful from the controlling 
authorities' angle. . 

Far from trying to keep imports down in order to build up 
'favourable balances of trade' (a real nuisance on clearing 
accounts), Governments in South-E~tern Europe have _been 
taking great pains, especially in the last two years, to keep their· 
exports down and bolster up imports from Germany, Italy, 
Hungary and any other clearing countries capable of supplying 
goods. And all Europe is on the clearing system nowadays. 

Acute shortage of goods has hampered also the working of 
other Government controls, more _especially the control of 
internal prices. There are quite a number of other causes for the 
strong upward trend of all prices, but the efforts of every South
Eastern European Government to keep price levels within limits 
have been jeopardi~d also by the impossibility of obtaining 

1 supplies from abroad at prices corresponding to the-limits they 
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were trying to impose on their home market. In many cases, 
- the persistent discrepancies were so great that the authorities 

had to bear part of the differences, the more so as Germany 
insisted -on 'stable' prices as one of the foundations of her 
cleari~g agreements_ with South-Eastern Europe. · 

Subsidizing Imports. So it came about that import subsidies made 
their appearance among the newes~ measures of Government 
control of trade in the region. 

The position is becoming very embarrassing indeed for the· 
Governments in South-Eastern Europe. While trying hard to 
keep in some sort of check the strong inflationary factors at play, 
they have to prevent locally produced goods from leaving the 
country and, at the same tUne, to get out of Germany and other 
clearing partners as many supplies as possible of any goods 

· obtainable. Hard bargaining is going on with home producers, 
commercial and industrial interests, and with foreign sources of 
supply, especially Germany. The existence, well known through~ 
out every country- in the region, of heavy credit balances in 
Gerpiany at a time of great scarcity at home of manufactured 
goods and foreign raw materials has given rise to urgent requests 

· for increasing imports from Germany. Since it is impossible to 
obtain exactly what is needed, the South-Eastern European 
Governments have to· do all_ they c~n to get what is obtainable. 

Centralized Imports. Considerations of this kind have no doubt 
played a large part in bringing forth ambitious plans for 
agricultural, railway -and industrial equipment, based on 
agreements for large-scale imports from Germany, and to some
extent from Italy and Switzerland: Governments have even 
been urging their various departments, municipalities, co
operatives, .and larger commercial concerns to speed up the 
preparation of their lists of orders for imports. A quite recent 
example, was a special law passed through the "Bulgarian 
parliament for empowering a number of administrations and 
institutions to incur obligations totalling 12,144 million leva 
(twice Bulgaria's total expenditure in pre-war budgets). 

Wherever private finns cannot succe6d in getting goods from 
abroad, Governments have to step in and try to arrange mass
imports, often -connected with development or re-equipment 
plans drawn up in close co-operation with the German 
authorities. 

In sucli circumstances, import restrictions and control of 
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foreign exchange are bound to lose. much oftheir meaning. And 
this generally leads to far-reaching changes in both outlook and 
methods when dealing with these matters. However powerful 
and widespread Government control of trade. ~ay have b~come 
in the last two years, it certainly_does not operate in the· same 
way as before. ' 

Weakening Economic Control. Jt is a curious tliing- t~ observe 
that while steadily tightening the net of their controls of the . 
movement of goods and of foreign payments, of distribution and 
consumption Within their own. countries, the Governments in . 
South-Eastern Europe seem ,to be losing their c~mmand over 
other important fields of their nat;!onal economy, such as prices, 
note circulation, hoarding, and production (especially agri- . 
cultural production). This may well be an aggregate result of 
miscalculation; of errors of judgment and failure to appreciate 
the longer-term incidence of the very measures of control .over· 
foreign trade and payments, and distribution. The massive 
character of the resulting maladjustments seems to point 
towards yet another aspect of Government action, namely that, 
in a State-controlled and managed economy, errors and mistakes
are bound to have nation-wide repercussions likely to outstrip the 
cumulative effects of even widespread deficiencies of individual 
undertakings in a given country. Since errors and mistakes 
made by Governments take as a rule- a much longer time to· 
detoct, and cannot always b~ corrected, their ultimate impact 
on economically weak countries could make ·some of these 
countries pt;rmanent invalids, if they were left to stew in their 
own sovereignty. ' 

Advantages of Closer Contacts between Controlling Administrations. 
Such gloomy prospects seem, however, to be to a certain exten~ 
mitigated by recent developments inherent in the working of 
Government controls. It has been a matter of practical ex
perience in the use of clearings; for example, that there is a much 
closer touch between the respective controlling authorities than 
in cases of countries trading on the basis of treaties of commerce 
seldom altered substantially before an unbearable situation· 
develops. Daily exchanges of information on payment&, frequent 
consultations between the controls at both ends for. adjusting 
movements of goods and services, even for temporary: re
adaptation of certain quotas and other restrictions, all these and 
other contacts required by the very nature of controls have 
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"gradually brought about more flexible relations, a more business
like approach to problems. needing settlement, and a far.better 
knowledge of the changing situation in other countries. It is 
diffic.ult to imagine that these improvements 'of the technique 
ofinternati_onal relations in commercial matters can be dispensed 
with in the future. And their future evolution may well show 
the way, over .the rigid susceptibilities of national sovereignty, 
Qn to jo~_nt management at least of technici:ll matters related to 
exchanges Qf goods, services and payments. 

'Chapter VI 

THE PRESENT POSITION. 

A .coherent and clear-cut outline of the present position of 
Government control of trade is hardly- a possible venture, not 
only on account of the extremely unreliable character of the 
in£:ormation allowed by Governments to appear in publications 
or spread through the wireless, but also because of the rapidly 
changing circumstances under- the relentless prompting of 
military and political events. A static picture olsuch a situation 
would be of little practical use, even if it were possible to draw 
it,with any amount of accuracy. 

All we might reasonably attempt to do at this stage would be 
to take a few _pearings in. the hope that, in this way, the general 
course of trends and changes could be plotted for further 
reference. · · · 

If we tried, for instance, to see what is happening to the 
various instruments of control, some inferences as to the policies 
followed and results obtained might become possible . 

• 
Customs Tariffs. Customs tariffs, although still formally ap

plied, seem to have lost much of their economic effectiveness. 
Supplies to Governments are generally imported free of duty. 
So are most of the raw materials brought from abroad for 
feeding the production of local industries. On th~ other hand, 
large quantities of foodstuffs and other materials (petrol, fuel, 
timber, cement, etc.) are purchased and used by the Ge~an
military authorities in every country of South-Eastern Europe, 
and consequently do not constitute German imports from the 



THE PRESENT POSITION 49 
customs point of view. All these f~ctors tend to narrow the field 
over which tariffs are applied and to restrict the volume of goods 
on which customs duties are levied. · 

Revenue· from this source is likely to be seriorisly affected a.S 
a result, although the steadily rising general price leveL may 
offer certain off-setting prospectS in the case of ad valorem duties: 
Most of the Gevernment budgets in the region are, however, . 
so much out of gear with 'nonnal' methods of securing receipts, 
that the diminution of even important . revenue' items like 
customs duties does not appear to be among the most obsessing 
worries of the authorities. _ 

Much more eJllbarrassing are the difficulties of .obtaining 
supplies from abroad, even at stiff prices. No tariff policy can 
help in such circumstances._ The insufficiency of tariffs as. a 
weapon of Government management· of foreign trade became 
apparent in the early thirties. At present, this weapon is hardly 
being used for purposes of controlling and directing trade. 
1\loreover, collecting import duties at one counter while paying 
import subsidies through another does not seem to make _much· 
sense, iq the long run. What further developments may take 
place in this connection is not easy to-foresee. It may, however; 
be stated that, a5 things stand at present, customs. duties are 
losing ground as one of the main sources· of budgetary receipts, 
and that as an instnnnent of control over foreign trade they have 
ceased to be in' actual use. 

Qyotas. In spite of their much greater effectiveness as a weapon 
for reducing imports and protecting home production, quotas 
have fared no better than tariffs, on the whole. The fact that 
export quotas had to be introduced in very many cases is 
sufficient evidence that, · here also, the course . of ev~nts has 
proved stronger than schemes and devices. Imports no longer 
need restriction nor: do idle looms and benches require much 
protection against non-existeqt competition from abroad. Un-

. like customs tariffs, however, quotas are still very much.in use 
as a technique for regulating trade-on the export side; and are 
still a handy tool for negotiating concessions and obtaining 
supplies from reluctant partners. 

Govtrnmmt Purchases. As a widening range oflocally produced 
goods is withheld from the officially controlled home markets-, 
the authorities are facing great difficulties in trying to fulfil 
certain export commitments. In many cases they have to 

MCT • 4 
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purchase themselves the goods produced at home and to make 
them available for export, in order to get urgently needed 
foreign supplies in exchange. As a consequence of their various 
controlling and directing functions in both home production 
and exports Governments are getting more and more involved 
in direct ~ading, either through already existing monopoly 
organizations such as the various grain offices in the Balkans, 
or through newly created agencies--export offices, associations 
of exporters, co-operatives, etc. Recent reports on the wool 
trade in Turkey are one of thl! numerouS examples to be found 
in press and wireless items of information. 'Since the Turkish 
Government has taken over the country's wool industry and 
acts as sole purchaser and merchandiser, private firms formerly' 
engaged in the trade have discontinued operations. No private 
trade was done in the domestic wool market during August. 
Transactions were :Consummated by the State owned or con
trolled mills the representatives of which were spot buying direct 
from producers.'1 

Government Sides and Distribution. Supplies obtained in exchange 
for such 'centralized' exports are either materials for the needs 
of the armed forc.es or staple goods urgently required by great 
numbers of the population. In both cases, _the distribution of 
such imported supplies has to be made through Government 
·channels or under strict Government control, at prices which 
are not real commercial -prices. Wha,t is actually controlled, in 
th~e cases, is no lqnger trade proper, but distribution. 

Distribution in this sense' of. the term seems to be steadily 
gaining ground on trade, a circumstance which, in the long run, 
cannot fail to create new habits and also a new mentality 
amongst the vast numbers of consumers. 

Exchange Control. Like so many other things, the term 'foreign 
. exchange' is undergoing significant changes 'in scope and 
meaning. Possessing credit balances, whether on clearing 
account ot in 'free' currencies, does no longer entitle their 
European owner to obtain the goods_ or services he needs and 
can pay· for. In point of actual practice, foreign means of 
payment are no longer a medium of exchange; by themselves 
Swiss francs, or dollars, or Reichsmark would buy no goods or 
services unless the authorities in the exporting countries allowed 
the export., allocated the necessary quotas and ·priorities, and 

I Foreign Commerce Week[.y, New York, 7 November 1942. 
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issued the licences required. It would hardly be an exaggeration 
to say that, in such circumstances, it is not the foreign means of 
payment which actually procure the goods. On last account, it 
is Government action which makes it possible to obtain delivery. 

As a consequence, Central banks are less keen· on building 
and keeping credit balances_ in" foreign exchange. The demand 
for foreign exchange for trade purposes is becoming less and les~ 
important, and less wor~h elaborate restrictions. The main 
exertions of the foreign exchange controls -are now directed 
towards reducing the accumulation of credit balances in cur
rencies which cannot procure supplies. There is, of course, ~ 
strong under-cu:J;"rent of distrust in the fate -of the Reichsmark 
and the local currencies, wit4 the naturally resulting steady 
demand for black-market dollars, Swiss francs and sterling for 
hoarding purposes. The commercial demand; however, is in
creasingly concentrating on ways and means of getting permits, 
quotas' and allocations rather than on foreign exchange proper. 

'Favourable' balances of trade or of payments are no longer 
considered as desirable achievements. In many cases they are 
sources _of great embarrassment and worry_. Items under the 
heading 'foreign exchange' have grown to unprecedented sizes 
in the balance sheets of certain Central bankS in South-Eastern 
Europe. Yet neither these_ banks nor their Governments nor, 
for that matter, the trading communities in the region feel any 
happier for that. 

To sum up, exchange control does not seem to have proved an 
adequate method of dealing with the present difficulties. It is
apparently losing much of its prestige as a patent remedy, even 
as a specific preventive treatment. But the ~ontrolling action 
of the foreign exchange authorities, their apparatus and tech
nique are still extensively used for getting such supplies as can 
be secured. This even seems_ to be the only pr~ctical way to 
come by some supplies .in this part of Europe. 

Price Controls. Government action in the field of price control 
has been a signal and lasting failure in South-Eastern Europe. 
Too much reliance on decrees and regulations published in the. 
Official Gazettes but inadequately followed up by good ad
ministration and efficient handling by the top-heavy and over
lapping controls may be one of the reasons. Another, and 
apparently a much stronger one, is the chronic state of fear and 
apprehension in which_the populations of the region have been 

4-2 
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living, almost without respite, since the economic breakdown 
in 1930: apprehension regarding the future of material goods 
or savings; fear of the threatening clash of great armed Powers 
and its consequences and implications for South-Eastern Europe. 
The psychological background for currency depreciation and 

· for inflationary developments was not only in being, but at 
work for many years before fears and apprehensions materialized 
in such drastic ways as bombed cities, military occupation and 
direct involvement in active warfare. When, as an inevitable 
acc~mpaniment of total mobilization and war, supplies became 
scarce, minds were already prepared for overbidding, illicit 
trade, flight into 'real values', hoarding of commodities; and 
tlle task of regulating prices became nearly impossible to 
perform in any consistent and enduring way. . · 
.· Control of p;d.ces had begun long before the outbreak of this 
war. For purposes of both domestic and foreign policy, prices 
~f cereals and other nationally. and politically important com
modities were being regulated and managed by means of 
monopolies and tlirough other devices mentioned earlier in this 
chapter. When th«; price issue came to a head, controls were 

. tightened, cOnsiderably increased and made to work in the 

. opposite. dii-ection--downwardr. Reversals of this kind seldom 
achieve their purpose, especially if for certain classes of goods 
the old, upward manipulation of prices is kept in operation. And 
this precisely was the case in South-Eastern Europe until late in 
1941: wheat prices, for instance, were propped up by the 
Government monopolies or their subsidiary organs, while severe 
penalties were decreed, and sometimes applied to purchasers or 
sellers of other goods at illegal prices; i.e. at prices above the 
official limits. The results so far have been worse than dis
appointing.' While scarcity prevails everywhere to the extent 
that even ·rationed distribution cannot always be assured, 
important quantities' of goods are being kept away from the 
officially controlled channels of trade for sale through the black 
market, or are hoarded and consumed by their holders in 
addition to their rations distributed under Government control. 

There is no point in trying to convey even a ·rough idea of 
the movement of prices by examining statistics of costs of living 
or indices for wholesale or retail prices. It is common knowledge 
that these statistics and index numbers are based on officially . 
fixed prices, which are not real prices. 

A third, very potent factor has been the inj~ction of great 
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amounts of currency into the naqow framework of disheartened 
and nervous home markets. Government expenditure on 
armaments, on preparations for war, m9bilization and actual 
warfare wa5 perhaps the main cause, but it came on top of older 
developments such as the purchase by Central banks of large 
export proceeds 'on clearing account and the artificially high 
level of prices enforced and maintained by Germany every
whe~e in the region. As more and more money was issued and 
put into circulation while the supply of goods rapidly decreased,, 
the inflation spread and quickened. its pace. South-E~tern 
Europe is in the midst of this process at the time of writing 
these pages. . . . -

Control of Credits. Government control of credit comes within 
our scope in so far only as it concerns creditS to trade and 
industry. Here again, there see~ns to be contradiction of purpose 
in the actual working of State intervention and management. 
On the one hand, efforts are being made to discourage credit 
expansion in ·order to prevent further price increases, to cut 
down production of goods not essential for the· war effort, and 
to attra~t savings into investment in loans to the Government. 
On the other hand, whole crops and increased quantities of 
locally produced goods have to be purchased, stored and 
marketed by various State organizations for distribution to 
consumers at home and for delivery to Germany. As Central 
banks cannot undertake to any large extent this kind of financing, 
the necessary credits are arranged through the State-controlled 
banks and the commercial banking system. It is not always easy 
to assess the share of this kind of loan, discount or overdraft in 
the totals of banking a.Ssets as they are published, but it seeins 
probable that such contraction of commercial credits as may 
have taken place as a result of restricted trade and industrial 
activity has hitherto been largely upset by heavy financing of 
Government transactions through the commercial banks. With 
these reservations in mind, on.e could hardly read in the figures 
given on p. 54 more than a very rough outline of the trend rather 
than the actual shape and structure of commercial credits in 
South-Eastern Europe at the end of 1942. 



54 THE PRESENT POSITION 

.Non-Government Loans, Advances and Discou~ts .. 
In million units of national currency, at end of year. 

A, by Central banks; B, by commercial banks. 
1942 

1938 1939 1940 1941 (March) 
Bulgaria Leva A 4,829 . 6,043 8,021 10,357 9,555 

B' . 3,216 3·490 3.847 
Greece ·Drachmae A 2,88o c 3.894 4,009 2,436 

B 15,781 15,227 18,100 
Hungary _ ·_Pengoes A- 526 628 762 1,380 1,420 . B2 3.444. 3,729 
Roumania 'Lei A 14,865 25,042 30,311 38,o28 37.786 

B2 13,144 13,939 12,895 15,153 
Turkey cr A 105'5 224'5 268·8' 3o6'4 346·5 

Bl 302'9 289·6 309'3 . 
·Yugoslavia Dinars A 1,771 2,2:z3 1,787 2,240 

B 5,123 4.976 4·958 
1 Including small amounts of investments -in Government securities (less 

than 5% of totals shown). 
2 Investments ami-securities have bee~ excluded altogether~ 
Source: I,.eague of Nations, Money and Banking, 194~42. 

This attempt, at outlining the present state of the main 
Government controls of trade is clearly incomplete and rather 

·sketchy:· A more coherent and accurate picture would require 
considerably more space and more abundant information of a 
.bette~ quality. To -try and fill in gaps or to round off sharp 
edges in· the design by means of logical inferences and generali-. 
zation seems to in,volve taking certain risks for which there would 
be little justification. At least, not in this first part of the 
survey, which is intended to be a description rather than an 
interpretation_ of happenings and developments. 



PART II 

Chapter VII · 

POSSIBLE USES OF PAST EXPERIENCE
DISTRIBUTION OF SUPPLIES 

. . . 
The developments described in Part I apply . to an area or 

about 62o,ooo square miles with nearly 75 million inhabitants: 
The whole of its foreign. trade-$700 _million worth of importS 
and $870 millioru of exports in 1937-has been under Govern
ment control ever since 1932. In the last three years, and at 
present, control and management hr. the State cover practically 
every field of the area's economic life~ · 

Whether Government control and management of trade is a 
good or a bad ~ng in itself, and whether this was the beSt 
possible way to deal with South-:Eastem Europe's economic 
troubles are questions beyond the scope of this brief survey.· I~ 
seems, however, fa!rly certain that, in many important respects, 
solutions have been provided, results obtained,· and that the 
continuous use of these. methods. of trading has left deep and 
lasting imprints on the shape and structure o( ·commercial 
exchanges, production, distribution and economic policy. 

Controls Likely to Stay. It is therefore difficult to imagin~ that 
the control machinery at .work and the habits and outlooks· 
which have" resulted after twenty years of application could be 
discarded or easily superseded by very different devices, methods 

_ aJld ideas. On the other hand, many practical lessons and a 
great amount of hard-won experience can no doubt be put to 
good use and may possibly help to bring about workable 
solutions, at least during a period of transition and readjustment. 

If we tried to examine the principal methods of Government 
control, as far as we know them, in connection with the. probable 
requirements of the countries in South-Eastern Europe cifter the 
war, this might help us to form a judgment as to the suitability 
of these methods for further and possibly better use. Distribution 
of supplies; Payments; Transfers-these seem to be some of the 
important fields in which a testing examination of this kind 
might be interesting and profitable. . • 
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Distribution of Supplies. Clearings and exchange controls have, 
on the whole, enabled the countries in South-Eastern Europe to 
9btairi most of the foreign goods they needed, and to pay for 
them by exporting their own products. The widespread economic 
dislocation bro~ght about by the present war should not lead 
us to underestimate the great importance of these plain results. 
While acknowledging fully the grave political and economic 
consequ~nces of excessive exports to Germany in the pre-war 
years, we ought to be aware also of the fact that, fur a number 
of years~ the area as a whole has been a ·creditor on commercial 
account.and that one of the most serious effects of the crisis, 
namely the chronic shortage of foreign means of payment even 
for essential imports, has for ·all practical purposes been over
come during a period spreading from I934- to 194-1. At the 
same time, of course, it must not. be overlooked that the 
problem of providing foreign exchange for the payment of 
foreign financial claims, held mainly in free exchange countries, 
obstinately resisted solution and that since the crisis in 1931 all 
the countries in South-Eastern Europe have been in default to 
a greater or less degree on the service of their foreign debts. 

Issuing elaborate regulations and enforcing ruthless restric
tions could 1?-ardly have achieved such results, if the very working 
o( the relevant controls had not brought into life permanent 
(instead of o~casional) -contacts, .exchanges of views and informa
tion betWeen controlling authorities in the various countries. 
In the course of all these years-and hard years they were
movements of goods, services and payments were the constant 
object of active attention,- technical handling, continuous 
negotiations and adjustments. The controlling authorities came 
to know each other well and to maintain with each other 
businesslike relations whic]l often developed a spirit of unde!
standing for the other partner's position, and also an appreciation 
of the need for a 'give-and-take' attitude of mind as a basis for 
workable arrangements and successful traqe policies. Negotiating 
even important alterations to the exchanges of goods and 
services between countries which have been in such relations is 
nowadays a much quicker, more efficiently conducted and more 
flexible procedure than the former methods of treaties of 
commerce and readjustment through more or less diplomatic 
channels .. 

Rationing-oj Supplies. What the practical application of quotas 
and exchange controls amounted to on the eve of this war was 
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something very similar to the working of rationing methods. The 
controlling authorities had to secure supplies according to the 
possibilities available and to their own means of paym<;nt by_ 
way of exports. Within their own countries, they ha~ to 
distribute the supplies thus obtained according-to plans dra~n 
up with the active assistance of home traders, industdalists and 

· co-operative organizations.· In this field also, the controlling 
authorities learned useful lessons and often found simple ·and 
efficient- ways of studying positions and making decisions. 
Authorities and the trades usually knew what was the demand 
for and supply of nearly all import and export goods, -what 
outlets there were in sight for the year's production, how 
payment accounts stood, and what margins there were for 
expansion or regroupment of commercial exchanges within the 
framework of the clearing systems spread all over Europe. 

This apparatus and 'the experiet;~.ce gained in using it in 
individual countries and between different countries . can 
certainly • perform valuable services. during the period of 
transition after the war. Requirements could be assessed and 
co-,ordinated regionally without great technical difficulties. The 
meagre "supplies likely to be available and the scarce; transport 
facilities could be distributed with great precision and practical 
efficiency. Schedules for time-delivery, orders for gradua,\ re
equipment would require less time to draw up, and to put into 
actual application than at any previous period during the last 
forty years. 

Need for Simplification. No doubt, the present machinery at 
work in the individual countries is largely redundant and very 
often overlapping. It will have to be reduced to much simpler 
patterns. Some of the tasks for which it has been primaruy 
designed or made to work are ·already being overtaken by new 
developments; e.g. a large part of the 'protecting' functions of 
customs, the intricate restrictions on dealings in foreign ex
change, some of the fiscal refinements COI).Ilected with import 
and export duties, etc. The hosts of control staffs available will 
certainly allow a careful selection with a view to honesty, 
efficiency and experience. 

&gional Organization. Reorganization in this way, undertaken 
within every one- of the individual States, would be a partial 
measure only. Like the rest of Europe, the region we are trying 
to survey will be in urgent need of almost every kind of essential 
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. supplies. It is of the utmost importance that distribution and 
. management of the available supplies should proceed as rapidly 
and smoothly as possible. This requires simplifying and re
organizing on a regional plane. If local authorities acting under 
half a dozen sovereign regimes are once again to be allowed to 
indulge in autonomous protecting or . restricting exertions · 
without regard to other countries' interests and needs, the chief 
sufferers will again be the individual small States. It would 
seem therefore that a. sounder policy· might be to secure the 
individu<l;l States' agreement to joint action and management 
in this field while the need for supplies is urgent and likely to 

' override considerations of national or nationalist prestige. If the 
relief-:giving Po~ers insisted on organizing and carrying out 
relief through a Regional Office, run jointly by the South-

, Eastern European countries themselves, it might do much to 
bring these countries into the way of tackling their common 
problems· by co-operative action and to prevent them from 
subsequently reverting to their former separatist policies. The ' 
machinery required is largely in existence now, as well as the 
state of mind and the' habits which wov.ld make its operation 
acceptable. 

. . 
Regional Office of Distribution. As has been mentioned more 

than once here, Government controls in South-Eastern Europe 
have- acquired the habit of working in steady contact and 
exchange of views with their opposite numbers not only in _ 
Berlin, but also in Zurich, Rome, Budapest, Brussels and in the 
capitals of their own neighbours. It does not seem a very great 
innovation to set up, at a central place within the region, a 
permanent office where. technicians experienced in the matter 
should manage and adjust the distribution· of supplies over the 
region.- In addition to goods sent from abroad for relief 
purposes, there will be available for distribution some com
modities produced in South-Eastern Europe. In other words, 
parallel with relief work, the Regional Office of Distribution 
would soon have to handle actual trade exchanges within the 
region. Later, commercial exchanges with countries outside the 
region would also have to be attended to. For all these tasks the 
practical experience gained during the last ten years in handling, 
negotiating and adjusting quotas and other devices of control 
and management will be of value. There can be little doubt, 
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indeed, that a region~ office of thls kind is technically possible 
as a continuation of the controls eXisting at present. And if its 
setting up and proper working are made a prerequisite for relief 
and rehabilitation by the Great Powers, it can beco:rpe a reality. 

Some Requirements. In order ta give a very rough outlin~ of the , 
quantities of goods likely to be involved in this kind of rationed 
distribution immediately after the war, a few·tentative ijgures 
may be quoted as examples rather than estimates. Including 
such supplies as may be still in existence within the region, but 
excluding any replenishment of reserve stocks by factories and 
public administrations, it seems likely that about 45,ooo tons of 
raw cotton, 6,ooo tons of wool, 8,ooo tons of rubber, 3o,ooo tons 
of hides, so,ooo tons of wood pulp, 200,000 tons of iron and 
steel, 6,000_ tons of coal, 15,000 tons of copper, I,OOO,OOO tons 
ofpetiol will have to be secured and distributed by the R,egional 
Office of Distribution, apart from relief supplies proper, like whe-at, 
fats, foodstuffs, ready-made clothing and footwear,- pharma
ceuticals, etc. Since locally made -manufactured goods will 
probably not be available for some time in large quantities, the 
Office may have to secure and distribute, during the first year 
of its activity, excluding again relief supplies proper, about 40,000 
tons of cotton yarns, 23,000 tons of cotton fabrics, g,ooo tons of 
woollen yarn.s, 4,000 tons of woollen fabrics, 45,000 toris of 

·other textiles, 25o,ooo tons of chemicals and dyestuffs, 3o,ooo 
tons of metal manufactures,- 225;obo ton.S of urgently needed_ 
engineering goods, 20,000 motor vehicles, 210,o0o tons of paper 
manufactures and at least 3oo,ooo. tons of miscellaneous 
manufactures. 

These tentative figures, based· on the-publications of the 
League of Nations, the official-annual statistics of the countries 
in South-Eastern Europe, and completed through a number of 
other sources, press reports and research work, includ~ no 
provision for certain capital goods (heavy machinery, industrial 
and transport re-equipment and heavy agricultural implements), 
but account has been taken, as far as possible, of the increased 
use of locally produced raw materials and some_ sub~titutes. 
which did not ~ppear in the trade statistics for the year 1937 
taken as a starting-point. It must also be added that some of 
the commodities concerned, e.g. graiD, petrol, and to a certain 
extent copper, aluminium and perhaps wood-pulp, might- be 
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available within the region but will have to be secured and 
distributed through the Regional Office, because the countries 
needing them could not pay for them ~n any other way. . 

All through this chapter the term distribution rather than trade 
is psed in ·connection with the movements of goods and services 
during the early post-war period. Actual exchanges of goods 
and services can be resumed only when almost complete lack 
or acute scarCity in certain areas has been overcome through 
organized distribution o( supplies available elsewhere. We are 
mainly concerned in this chapter with the possible use to be 
made of Governnient controls for dealing with 'the difficulties 
during the first period of transition. Actual trade may emerge 
from that period so different in shape and function from all we 
know. and think of as trade, that hardly any real purpose can 
be served by pursuing conjectural efforts beyond the stage of 
post-war distribution as a prelude to resumption of trade. 

Chapter VIII 

PAYMENTS IN GOODS AND SERVICES 

. Permits-a New Factor in Payments. To anyone acquainted 
with recent ahd present economic developments in South
Eastern Europe it would seem rather odd to speak of payments 
in the sense in which we have been accustomed to use the term 
even under the various regimt:s of clearings, compensations and 

·quotas. Purchasers of goods nowadays have to provide not only 
the price in money but also Government permits, licences or 
other documents entitling them to get their lawful ration, be it 
of. goods for their own consumption or of. supplies for their 
commercial or industrial needs. "In many cases, they can get 
essential goods from Government agencies only. In order to obtain 
goods, money plus Government permits are required. These permits are 
properly speaking instruments of distribution, but for all practical 
purposes they have become a component factor in the process of 
'payment. In spite of widely operating black markets, the bulk of 
both home-produced and imported goods change hands through 
this composite proc~s. 
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Annoying and burdensome as this complication of every-· 
body's daily life may be, it might well contain the ·elements of 
a possible device for slowing down the inflationary movement 
in currency and prices. · · · 

Expanding Note Circulation. Tqe latest figures available on the 
circulation of bank-notes show_clearly that the less_ goods there 
are to purchase the more money there is to spend on purchasing 
them," as lending to their Governments does not seem to have 
become . a widespread contribution by individuals to their 
countries' war effort, and as productive i~vestment is practically 
non-existent owing to the lack of producers' goods for other than . 
military purposes. · · 

}{__ole Circulation and Savings, 1938-42 
In million units of national currency. 

N, note circulation; S, savings and deposits. 

1939 1940 
31 Dec. 3l Dec. Latest data 

Bulgaria Leva N 4>245 6,518 . x6,448 Sept . .1942 
s 15,685 17,291 24,398 June 1942 

Greece Drachmae N 9,454 15,369 85,2001 May 1942 · 
sz· 

Hungary , Pengoes N 975 1,387 2,470 Sept. 1942 
s I,847 2,096 2,622 June 1942 

Roumania Lei N 48,8oo 64,349 . I00,477 Aug. 1942 
s x8,590 18,897 31,288 May 1942 

Turkey cr N ' 281 403' 628 Sept. 1942· 
s 262 274 39!J May 1942 

Yugoslavia Dinars N 9,698· 13,834 13,834 bee. 1940 
s 6,739 6,745 ' 6,745 Dec. 1~40 

1 ApprQX. figure. 2 Not available. 

Source: League of Nations, (x) Monthly Bulletin of Statistics; (2) Money 
and Banking, 194o-42. 

Information on the volume and composition ~f Government 
indebtedness in the last two years is scarce, but what is known 
of it leaves little doubt about the extremely modest share of 
direct lending by the general public in the :war-time indebted
ness of the Governments in South-Eastern Europe. In Bulgaria, 
Hungary, Roumania and Turkey the Central and comrnercial 
banks, insurance companies, savings organizations, co-operative 
and agricultural banks seem to be carrying the main burden. 
The growing disproportion between sight deposits and non-· 
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Government assets of the banking system1 is another pointer to 
the general trend of events. 

In such circumstances it may be assumed without much risk 
of being contradicted by further developments that scarce 
supplies of goods will have to be. distributed to communities 
holding large supplies of currency (or sight-claims to currency). 
In- order to forestall what usually -':Iappens in similar cases, 
either the supply_ of goods has to be considerably and quickly 
increased, or the heavy supply of currency has to be kept off 
the goods market (or distribution). The first of these two things 
is clearly impossible, but-the second could be achieved to a 
certain extent if the distribution of goOds during the emergency 
or transition period after the war could be based on ratiop. 
coupons along the whole line, i.e. including supplies to industry 
of .raw materials, semi-finished goods and other auxiliary 
products.' If a repetition of what happened after the first world 

_war ~ to be avoided, continued and extended rationed distri
bution seems to be one of the possible preventive remedies 
worth trying. It can be made to work as a reduction-gear between 

. the plethora or currency on the one side and the scarcity of 
goods and services-available for distribution on the other. For 
this purpose the time factor will also have to be brought into 
play. In general outline, the possible working of the reduction
gear may be described in the following way. 

. Reduction-gear between Purchasing Power and Supplies. The bulk 
of supplies needed shoul~ be made available to ·the South
Eastern European Governments for primary distribution through 
the Regional Office. Whether the price of such supplies of goods 
and ·services be debited to the Governments' accounts on Lease
and-Lend principles or in the form oflong-term credits does not 
matter much at the first-stage. The important point is that the 
Governments of the six countries in South-Eastern Europe 

. should receive their rations of goods and services against debit 
on account with and through the Regional Office of Distribution, 
i.e. without cash payment of the rations' equivalent in any currency. 
The individual Governments should distribute the supplies, 
thus obtained, by way of further rationing to the various 
consumers in 'their own countries against cash payment at regulated 
prices. It is obvious that inthis way it will become possible to 
withdraw turrency from circulation and to reduce the excessive. 

1 See table, p. 54· 
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volume of domestic means of payment in every one of tlie six 
countries. The Governments "Will seU for cash and hU.J on long term: 
the bulk of the essential supplies they will be distributing. - - · 

The reduction-gear could probably be used also on a regional 
basis and might help to get into motion a machinery of exchange -
of goods and senices within the region. To use as examples_ 
Roumania and Greeee, petrol could be made available to the 
Regional Office against book.credit to Ro_umania, and Greece
could be supplied with grain by the Office against book debit 
to Greece and book credits to the supplying countries. Against 
her deliveries of petrol Roumania would receive ratioiis in other.· 
raw materials or .manufactures made available to the Regional· 
Office from sources "Within or outside the region. Greece's debit 
on regional account would be partially offset t:h'rough her 
credits for shipping services to countries within and outside the 
region, and for sales of fruit, olive oil, tobacco, magnesite; etc. 
to all countries. On final aecount, however, Greece is likely to · 
be a debtor to the Regional Office. SO would most of the 9ther -
countries .in South-Eastern Europe, with' the possible exceptimi · 
of Rou~a. The region as a whole will. in all probability 
be a debtor to the outside world for a number of years to come. 
This state of things cannot be easily altered by regional. devices 
alone, but its effects ~uld be considerably attenuated by 
supplies to the region of goods and services on long-term credit, 
and by distribution within the. individual countries in South-
Eastern Europe against ration coupons plus cash. IT the 
Regional Office receives from the U.S.A. and Great Britain, 
say, $100 mi1lion worth of goods for rationed distribution, the 
total indhidual rations of the six countri~ may be, for example; 
in million dollars: · 

Bulgaria. I 0 

Gruce 20 
Hungary 14 
Roumania J8 

Turkey r8 
Yugoslavia 20 

and their accounts "With the Regional Office of Distribution will· 
then be debited with the respective amounts in dollars. Roughly 
the equivalent of these respective amounts in local means ·or · 
payment could be withdrawn from circulation by the individual 
monetary authorities as the domestic distribution of these 
supplies proceeds. . 

After a certain tim~robably after the next harvesting 
season--Bulgaria, Hungary and Roumania would have some 
surpluses of agricultural products to expOrt. Roumania would 



• 
PAYMENTS IN GOODS AND SERVICES 

be able and probably anxious to export petrol also, Yugoslavia~ 
minerals, Greece, Turkey and Bulgaria-tobacco, some cotton, 
oilseeds, wool and minerals. It would be the Regional Office's 
business to draw up plans for rationing these exports by a quota 
machinery constantly adjusted to the changing circumstances 
within and outside the region. Part of the surpluses would be 

·distributed to the member States, the balance exported outside 
the region. The equivalent of such exports-whether to members 
or outsiders-would appear on the credit side of the individual 
countries' accounts, but new debits would also be booked as 
members receive supplies and settle their price through the 
Regional Office. On a longer view it would probably become 
apparent that exchanges of goods withjn the region were I?ut 
a small ·part of -the individual countries' foreign trade, 1 and 
that South-Eastern Europe is in permanent debt to the outside 
world for good,s and serVices supplied. This state of things is 
likely to continue for a considerable time beyond the period of, 
relief proper, as there will-be a heavy and enduring demand for 
producers' goods, agricultural machinery, railway equipment, 
etc., in addition to requirements of consumers' goods and raw 
materials. · -

Repayment. It seems ob~ous that methods of relief could not 
be applied to these long-term developments. Some kind of 
machinery will-have to be .devised am:! put into operation _for 
making it possible to transfer such payments as the countries 
in S'?uth-Eastem Europe would gradually become able to offer 
for their imports. An attempt will be made in the next chapter 
at examining more closely the possibilities of setting up a transfer 
"scheme for these purposes.· 

l In 1938 the ratio of trade with other South-Eastern European States to 
total foreign_ trade of the individual countries was: 

Bulgaria· · 8·2 % of imports, 2·8 % of exports. 
Greece 16·2% " 6·9% " Hungary· 17"9% " 9"1% " ·Roumania 7~% " 15"3% " Turkey ' 2"9% 5"3% " " Yugoslavia . 7"5% " 8·3% " 

Compiled from League of Nations International Trade Statistics. 
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TRANSFERS 
. -

It does notseem unreasonable to assume that by combined 
Government and regional action payments could be arranged 
for goods and ·services distributed by rationing among the 
countries of the region and within every member country. Such 
internal payments are unlikely to encounter great difficulties, since 
there is ample supply-o(local currencies probably distributed 
on a much more widespread social. basis than before the war. 

On the other hand, the working of the book-entrY method of. 
primary settlement between different members _of the Regional 
Office ofDistributio~ would obviously depend on whether, and. 
to what extent, the.region could be supplied with goods and 
services in a wqy r.ot requiring immet{iate payment by the individual 
countries to the Regional Office and from the Regional Office ' 
to the outside world. This is a different proposition, less closely 
related to hard facts and to situations in real existence at present. 

Meaning of Transfers. We are, once again, facing the old 
problem of transfers. ·It seems ·very important to be quite clear 
on this particular issue, even at the risk of becoming platitu-

. dinous. Should settlements through book entry prove a practical · 
possibility, mere bilateral setting off credits against debits would 
not bring us very far. Bilateral balancing of accounts' cannot 
solve the transfer problem.· For the purposes of international · 
trade and payments, transfers should mean the unhampered use 
of proceeds from goods and services exported to any foreign 
country for obtaining goods and services from that and any other 
foreign country. And services, in this connection, should include 
also the service performed by foreign credits and investment. 
It may be true that, by means .of Government control, exchanges 
of goods and some services have been largely restored all through 
Europe between 1932 and 1939. But it must be borne iii mllid 
that this has been achieved only after movements of capital 
across frontiers had been almost completely suspended in the
earlier part of that period, and has never been resumed. The 
difficulties which had to be overcome in order to maintain a 
semblance of transfer on the Governments' foreign debt service 
are but another indication of the real state of things. 

II CT 5 



.66 TRANSFERS 

The real state of things was that the countries of South
Eastern Europe were, as a rule, in a position to provide the 
funds for capital transfers in their own currencies, but that there was 
no demandfor these currencies on the part of the creditor countries. 
Anybody acquainted with the transactions in foreign exchanges 
at the principal Western European financial centres-London, 
Paris, Amsterdam, Zurich, Brussels, also Berlin-even before the 
introduction of foreign exchange restrictions will admit 'that the 

·demand for the national means of payment of the countries in 
South-Eastern Europe was practically non-existent. During the 
years of unbridled speculation in foreign exchanges, it was easy 
to play h"!-VOC on the bourses of Bucharest, Belgrade, Sofia, even 
Budapest and lstambul, by selling short a few thousand pounds' 
worth of thes'e currencies. 

_ Lack .of Demand for South-Eastern Europe' s· Currencies. The lack 
of demand for lei, leva, dinars, etc. was a clear indication that 
there was no· demand for the goods and services produced by· 
Roumania, Bulgaria, Yugoslavia, etc. Later on, when clearings, 
quotas, · exchange restrictions or other Government action 
artificially created larger outlets for South-Eastern European 
exports, this did not result in an increased demand for the 
national currencies of the six countries concerned, because most 
of their exports were being settled through clearing or com
pensation channels. A German or Swiss importer of Hungarian 
goods, for instance, needed no pengoes, since he was able-or 
bou:rid-to pay for these goods in his own currency. 

In this way, an almost non-existent demand for South
Eastern Europe's currencies was, mainly by Government action, 
broadened into a steady demand for the .region's goods. The 
volume of foreign trade began to grow and soon several of the 
countries had substantial credit balances abroad. From the 
transfer point of view, ho~ever, the position wa.S less satisfactory. 
As shown in the tables on pp. 26 and 27, the major part of 
South-Eastern Europe's foreign trade was conducted on a 
bilateral basis. · Consequently, the greater part of export pro
ceeds could only be used within the foreign cou:Q.try which had 
purchased the goods. Accounts with clearing partners were in 
most cases level, the bulk of the region's credit balances on 
clearing account being concentrated _in Germany without any 
possibility· of using them outside the Reich. Credit balances 
with the few countries trading on a 'free currency' basis were 
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extensively used fo~ purchasing raw materials. unobtainable 
through the clearings, and also for transferring the reduced 
public debt services. Sterling was, in the majority of cases, the 
free currency used for these purposes. ln. fact, real transfer$ were 
possible oulside the clearing S.Jslems _only.l 

Transfers after the WilT. What is the position likely to be at the 
end of the war? In what way could Government action be 
useJully applied to making. transfers possible? Could such 
Government action be conducted on a concerted basis, within 
the region and between the region and the rest of the world? • 

Once again, even. rough estimates in qwmtities or values 
would be pointl<;ss. All one migh~ try to do with _any chance of 
serving a practical purpose would be to. outline certain trends 
and draw some inferences from past experience, afways bearing 
in mind that· important and far-reaching changes' have taken 
place and are most likely tO occur in the near future. 

Probable Exports. There seems to be some reasonable ground 
for assuming that, when South-Easteni Europe may be again 
in a position to export its surpluses, the demand for most of its 
products will be limited -and erratic in the U.S--\.. and the 
British Empire, and that, whatever happens to. the political 
shape of Europe, the main outlets for the region's exports will 
again be ·the European markets, possibly some Middle and 
Near-East countries also. Taking into account recent changes 
in agricultural production, mining and industry, the main 
export items will probably be wheat and other cereals, tobacco, 
oil-bearing crops (or vegetable oils), fresh and preserved 
vegetables and fruit, eggs, poultry, hides and skins, industrial 
alcohol, timber (possibly also plywood and wood pulp), cotton 
and linters, some wool, medicinal herbs (likely to become an 
important item), dairy products, petrol, chromium, bauxite, 
copper, magnesite, some lead and manganese and other minerals, 
and very few manufactured goods (chiefly from Hungary). I( 
at a later stage, as a result of regionally planned industries, 
processed agricultural goods gradually tq>lace the raw products, 
there may be less cereals, fresh vegetables and fruit, more 
presenred food, leather, some chemicals, possibly some textiles 
available for CXJX?rL An eventual,improvement in'_the region's , 

1 An aapcioo must be made 6w the pen:entages (up to 30 % of the 
export protted5) ttnain dearing count:ries. e.g. Switzerland, left at the free 
d.ispouJ ol their South-Easu:rn European partners b payments elsewbere.. 

~ 
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standards of _living-especially in nutrition-may result in a ' 
decrease of foodstuff exports. Taking all these factors at their 
best (from the point of·view of South-Eastern Europe), and 
having regard to transport costs, marketing conditions and 
habits of consumers, it seemS fairly probable that petrol, some 
of the minerals, part of the tobacco and oil-bearing crops, 
possibly a small part of the high quality fruit and vegetable 
products, limited quantities of eggs:- and poultry could find 
outlets in the British; American (tobacco), Scandinavian, Swiss, 
Egyptian and Palestinian markets. The bulk of the exportable 
surpluses, however, will have to be sold to Germany, Central 
Europe, Italy, Belgl.um, Holland and Spain. On the other hand, 
as supplies from the overseas agricultural producers will again 
become available to all these countries, the heavy German 
demand for South-Eastern Europe's products will certainly 
decrease, iind exports to Hollan~, Belgium and the Scandinavia~ 
countries will become much more difficult. 

. General Transfer position after the War . . The general position 
may be summed up thus: 

( 1) Left to their own resources and p9ssibilities the countries 
of South-Eastern Europe will have to sell·the bulk of their 
' I export surpluses tb Germany, Central Europe, Italy, the 
Scandinavian countries, Switzerland and Spain. 

(2) Unless transfer difficulties are overcome with respect to 
the above-mentioned European markets, i.e. unless the proceeds 
of exports to these markets can be used fo~ payment for goods 
and services in all other countries, there i~ no prospect in sight for 
breaking the shackles of bilateral trading. 

(3) Bilateral trading means for South-Eastern Europe im.:. 
porting its requirements in manufactured goods mainly from 
Germany, Italy,· Central Europe and Switzerland, and using 
its necessarily scanty resources of transferable foreign means of 
payment for purchasing limited supplies of raw materials and 
manufactured goods which Germany, Italy, Central Europe 
and Switzerland cannot provide. · . 

(4) There will be little left over for repaying, even on long 
term, such credits in goods, services and capital as might be 
granted to the region after the war. As to the pre-war Govern
ment and private indebtedness, its repayment will be more 
problematic than it was in.1g38. 

(5) A new factor in the general situation may be Russia, if 
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her own needs (and they .will be .enormous) allow her to export 
to the region some of the raw materials and industrial goods she 
produces, e.g. cotton,· chemicals, iron and. steel, rubber, 'etc. 
This factor is not likely to come into play at an early date after 
the end of the war, but it must be taken into serious consideration. 
· Russia's geographic position'and centralized management of 

foreign trade provide her with powerful means of action over 
practically the whole Qf South-Eastern Europe: Absorbing a 
large part of the region's exportable surpluses should cause litde 
embarrassment to the Soviet trading organization, the quantities 
and values involved being but a small fraction of Russia's own 
production and. prospective consumption. And there would 
hardly be any difficulty for a Russia relieved from the nightmare 
of possible aggression to pay for South~Eastern Europe's exports 
by supplies of machinery (especially agricultural machinery), 
chemicals, petrol,' certain textiles, :totton, metals and very 
probably rubber. · 

(6} Relief action by the U.S.A. an.d Great Britain without 
hope of repayment would no. doubt bring vitally important 
help to .South-Eastern Europe. l.J; might even be followed up 
by concerted schemes for economic rehabilitation, improvement 
of the transport systems, industrialization, general raising of the 
standards of living, etc. It must be clearly realized that all these 
measures, even successfully put into operation, are unlikely to 
provide South-Eastern Europe with transferable means for re
payment of the investments involved. Even ifthese investments 
are free gifts, the region will be still unable to secure on a 
commercial basis its. increased requirements of raw :material~ 
and of manufactured goods for currc;:nt consumption. It is 
obvious that, even if vast sums are invested in South-Eastern 
Europe without expectation of return on repayment, a time will 
come. when sales must take the place of presents. 

From whatever angle 'we may consid~r the position, there 
appears on the horizon the old well-known obstacle of transfers. 
A way over that difficulty must be found before really useful 
and constructive work becomes a practical possibility. It should. 
be clear from the preceding pages· that this can only be done 
through Government action, at any rate so far as South-Eastern 
Europe is concerned. By concerted and prolonged action by the 
Governments in every individual country, operating through 
the Regional Office of Distribution or its special section for' 
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Transfers and Payments. In order to avoid further complication 
of the pattern, we shall continue to refer to the Regional Office 
of Distribution as a unique administrative institution . 

. · In a necessarily schematic way, such concerted action aiming 
at the resumption of transfers might be outlined in its rough 
an~ general features as follo~s. 

Regional Quotas. The Regional Office will have to prepare, 
by close and active co-operation of all its members, yearly plans 
for. the region's foreign trade,' to be operated by quarterly -
quotas subject to readj~stment by common agreement. Within 
· the framework of these regional· and national quotas, the 
authorities controlling trade and foreign exchange in every 
individual country will conduct and manage their imports and 
exports, much as .they do now and have been doing for more 
than ten years. _ Bulk purchases of raw materials and some 
manufactured products may prove expedient at the early stages 
on a national and a regional basis. Concerted regional marketing ' 
of certain exports may equally be advisable. An important 
point to keep in view is that the Regional Office should be in 
a position to arrange by negotiation with the outside world 
the volume and the rhythm of regional exports and imports and, 

· within the regional framework, the trade exchanges of the 
. individual co1p1tries in the region, in accordance with every 
member's and the region's real resources, possibilities and policy. 

Such joint management of the, region's foreign trade do~ not 
mean arranging through the Regional Office a series of bilateral 
agreements or batter contracts. It means co-ordinating the 
member States' commercial exchanges, making them fit into 
a flexible common plan in which quotas should serve to indicate 
general lines of distributing and adjusting movements of goods 
and services, rimch more than to impose rigid balancing limits 
between pairs of countries. It may be useful to bear in mind also 
that such joint management is likely to be more concerned with 
imports than with exports. There would hardly be much need 
for regulating exports as long as the proceeds from exports could 
be freely collected and used for imports. But free disposal of the 
proceeds is essential. Otherwise, there can be no multilateral 
trade, no real international transfers. . ' 

Q.uotasfo' Borrowing and Investment. Negotiating and adjusting 
quotas for borrowing mi medium term and for investment, based 
on schedules for repayment through. the Regional Office, will 
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have to be included in the work of the Office as an· integral 
part of that work. Agreement on all these matters should b«<. 
made between the Office acting _as agents ·for its members' 
Governments, on the one side, and foreign Governme.nts; 
public authorities or private concerns, as the case may be, on 
the other side. It will be important that agreements and· 
traruactions with foreign private concerns should be clearly 
b~ought into accordance with their own Government's con
trolling ·or managing organizations, or otherwise made' to fit 
into the region's agreements with these foreign Governments. 

Within the framework of sucli accords between members or 
between the Regional. Office and the outside world, actual 
foreign. trade transactions in every member country will be 
carried out by private, public or mixed concerns, ~ the case 
may be, but no payment will be allowed by their Exchange 
Controls in any other way than through the Regional Office. 
As we shall see later on in this chapter, this means that exports 
to any country within or outside the region will have to be made 
so as to secure adequate transferability of the proceeds. It is 
obvious that the whole machinery could be put out of gear and 
could not. even start working properly, if important outside 
countries were unable or unwilling to restore transfers. · But this·_ 
fundamental question will have to be settled in any case, before 
resumption of other than bilateral trade becomes a practical 
proposition. South-~astern Europe can provide no solution by 
its own devices or resources. But a better co-ordination of 
South-Eastern. Europe's trade and payments through joint·. 
Government action on these or, it is to be hoped, better lines 
might be a real contribution to any possible settlement. 

Liaison with Outside Countries. It may well happen that owing
to the seasonal ebb and flow of export trade characteristic for 
this predominantly agricultural region, export surpluses cannot 
be made available so as to coincide with payments for the region's 
urgent imports. In ord~r to bridge temporary gaps of this kind, 
it will be necessary to arrange that the Regional Office's 
acceptances or bonds, guaranteed jointly by its members, should 
be easily turned into free cu"ency through discounting or pur
chase by the financial markets in Western Europe or America . 

. Facilities of this nature would be better arranged, and made to 
work more smoothly, if the Regional Office could establish and 
maintain with Great· Britain, the U.S.A. and other great 



72 TRANSFERS 
• 
markets -tl}e same permanent, workaday contacts -and close 
co-operation as with the representatives of its members working 
at the Office. It weuld seem that competent technical liaison 
officers from London, New York, Paris, etc. ought to be in-
eluded in the Regional Office's permanent organization. Strong 
pbjection on the grouhd of national sovereignty or regional 
prestige must be reckoned with, but it would hardly be possible 
to induce investors, traders or Governments to part With their 
own or their people's goods and resources Without receiving 
immediate payment and.without being really in a- position to 
know in what way these resources are being -used. After the 
disappointing experience& of the past, there is little trust in 
loans to ·foreign Governments and in the working value of , 
agreementS which are not being kept alive by steady contacts 
and joint action by the interested parties. A new basis-both 
econoffiic and psychological-Will have to be found for restoring 
the circuit of goods, services and capital moving from one 
country to another. It ls only natural to expect that the 
obstacles to ove:t:come will also be both economic and psycho-
logical. ' 

Assistance to Member States. There- will, however, be some 
difficulties of mo~e- real substance within the region itself. 
Without quoting names, it seems fairly certain that one or more 
of the _ South-Eastern European . countries may be quasi-

. permanent debtors on trade account either to other members 
of the Re~onal Office or to the outside world, or both. If 
country 'A', by the very structure of its nationil economy, 
cahnot export enough goods and services to countries 'B' and 
'C' 'Yi.thin the region, or to Britain and the U.S.A., to pay for 
vital imports and_ raw materials and consumption goods, it 
could hardly be expected . that the other members of the 
original Office could carry 'A' on their shoulders for any 
considerable length of time. What could be done in this quite 
probable case? 

What would have _happened to 'A' in the bad old- times 
before I 939? Or even in the better older times before I 930? 
Currency troubles, Inisery, political unrest, defaulting on foreign 
obligations, a fresh injection in the shape of a foreign loan 
giving 'A' some respite, and so on. If a repetition of these 
tribuJations· is to be spared 'A' (and her creditors), some sort 
of concerted action will be necessary in order to put 'A 'on 
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her feet and help her on towards recovery. This can be 
achieved within the regional apparatus rather than by .isolated 

. efforts at improvising a rescue procedure. Economically weak 
countries are tempting and easy prey to political scheming by 
powerful mischief-makers. It is far better for the rest of the 
region to keep their unliappy ~olleague. within the fold of the 
Regional Office; even at some cost. And it certainly would be 
a good and 'realistic' policy for die Great Powers having
interests in or near Soqth-Eastern Europe to make .the cost· a 
lighter one, again by joint concerted action with the Regional 
Office. Prospects .of such action might well become a strong 
inducement to the South-Eastern European countries 'to work 
together for making the regional scheme a reality, or. to be loyal 
to it if it is set up and put into operation as a prerequisite for 
post-war relief and rehabilitation action by th~ Great Powers. 

Central Banks' part in Regional Office: The methods and working 
of foreign exchange conttols could be considerably simplified 
and made less burdensome if distribution, imports 'and exports, • 
and settlement of claims for goods ·and services, were to be 
carried out through the Regional Office of Distribution. 

Experience since the introduction of exchange controls in 
South-Eastern Europe seems to show that these controlling . 
functions are best performed by the Central banks. By entrusting 
the Customs authorities with the work of 'checking the volume 
of imports and exports, issuing licences, etc., the task of the 
Central banks would become easier to manage Without excessive 
clerical, committee and supervisory work. If the practice of · 
delegating to a few commercial ,banks part :Of the routine 
transactions can be maintained and extended, the_ whole 
machinery may function more smoothly. It is undoubtedly 
easier and more efficient to keep a steady check on the tra~sac
tions of a few banks than to deal with the bulk of individual 

· demands, offers and complaints of all trading firms through the 
single counter of the Central bank. · 

Among the technicians forming the permanent staff of the 
Regional Office, representatives of the Central banks will 
probably be the busiest and perhaps the most important 
members. The really vital part of exchange controls for the 
region will probably have to be carried out at the Regional 
Office, where· the aggregate balances .will have to be settled'· 
and a general framework designe~ for the volume and move~ 
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ment of_transfers between the six lnember countries and the rest 
of the world. The members' national exchange controls will be 
operating on the patterns. set up at the centre and their business 
will be to see to it lhat the general plans are applied in 
accordance with the particular circumstances in every member 
country. 

Exchange Control and Imports. Without too much technical 
detail, the working of a regional exchange control with regard 
to exports from member countries to other countries within or 
outside the region could be outlined briefly ,in this way: 

( 1) All payments for goods and services imported into 
member countries will. be made through the Regional Office. 

· ( 2) A debt due from an importer in member country 'A' to 
an exporter in member country 'B' will be settled by payment 
by the importer in~ national currency to his country's Central 
bank which will request the Regional Office to make the 
payment by the debit of its account. The Regional Office will 
debit the Central bank of member country 'A' and credit the . 
Central bank of member state 'B" which will pay the exporter 
in its national curre~cy. J -

• · (3) ,The entries in the books of the Regional Office will be 
expressed in a 'free. currency' (e.g.£,_$, Swiss franc, etc.), but 
they will be'boi:>k entries only and no actual transfer of currency 
will take place_ with every transaction. 

(4), Importers in member States will settle their debts to 
exporters in outside countries in the same way, i.e. by payment 
in local currency. The importing country's Central bank will 
then request the Regional Office to make the transfer by debiting 
its account. The Regional Office will debit the account of the 
Central bank in member· country 'A' and credit the Central 
hank of the outside country in free $, £, Swiss francs, etc., as 
the case may be. Balances between the Regional Office and 
Central banks of non-member countries could be cleared by· 
actual transfer of £, $, Swiss francs, etc. at agreed intervals, 
e.g. every three or six months. 

(5) Rates of exchange_ between the members' national 
currencies and the free currencies in which settlements will be 
made at the Regional Offi,ce will be fixed by common agreement 
between the Office and the members' Central b3;nks. 

(6) Overdraft facilities will have to be arranged for members 
temporarily short of free currency. Should members' debit 
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balances prove persistently deficient, jomt action for assistance 
would have to be taken, as explained earlier. · . 

(7) Gold and foreign exchange reserves of member countries. 
would be brought into the Regional Office and credited tQ the 
respective banks' accounts. ' ' 

Non-Commercial Payments .. 'ThiS, however, does not include all 
payments ~hich will have to be made ~br~ad. Whatever
happens to the mass of Goverrurient and private debts owing
before the Regional Office is put into operation, there can be : 
little doubt that payments on some of these debts Will have to be 
resumed one day, in proportions and under conditions which 
cannot be foreseen at present. Moreover, fresh· indebtedness 
will come into existence as soon as transfers can be resumed. 
This cannot· be avoided. The most rigid clearing systems had 
eventually to yield ground on this point and to make some 
provisions fot transfer of capital and interest on debts, whether 
these debts were the exact and direct counterpart of exchanges 
of goods and .trade services or not. What is to be avoided, in· 
spite of probable pressure from many sides, is the unchecked 
movement of huge liquid balances from one country to a.nother, 
the reappearance on the international scene of 'hot money' in 
quest of more profitable employment or in flight from real or 
imaginary dangers. Costly experience has shown that the 
temperature of money is liable to sudden and violent changes 
and that parts of what had ·been usually taken for honest 
savings and genuine investment more than once became red-hot 
within the space of a few days. Money seems to be an un
comfortably good conductor of heat. 

Exchange Control and Rot Money. A reasonably practical 
method to cope with dangers of this kind would be to arrange 
between the Regional Office and Central banks. within and 
outside the region monthly or quarterly schedules for financial 
transfers, i.e. for settling claims not covered by shipping docu- . 
ments or other equivalent title to goods and services, but 
supported by adequate evidence accepted by the members' 
Central banks and the Regional O_ffice. The. extent to which 
financial transfers from the six member countries to the outside 
world will be possible will ultimately depend on the goods and 
services purchased by the outside world from the region in 
addition to the amount necessary to pay for exports to the region. 
Greater elasticity in the working of the regional t:_ransfer ap-
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paratus could be achieved if, instead of i~sisting on immediate 
balancing, item for item, of financial transfers against concrete 
purchases of goods an<!_ services, the parties to such settlements 
agreed to include financial transfers in their general programmes 
for exchanges and payments arranged by way of negotiation 
and adjustable through the Regional Office. It might prove 
easier to find means of plurilateral ~ettlement on a regional basis 
than by direct bilateral balancing of claims betwe.en individual 
debtors and creditors. 

Exchange Control and Exports. For making any multilateral 
transfer system work in the long run, it will be necessary that 
exports, like ·imports, be contracted in a freely transferable 
currency for which there is a wide and constant international 
demand~ In this way only can balances available o~ the various 
national accounts With the Regional Office be used for multi
lateral settlement of claims within and outside the region. 
· How then would exporters cash their claims ori the importing 
country? -Once again, there would be little to add to the 
technique now in use under the existing systems of clearing and 
exchange control. 'fhe exporters would sell their claims to their 
Central bank and receive . payment in their national currency 
at the rate of exchange ·agreed upon at the Regional Office: 
Whether the Central bank purchases the claims outright or pays 
the 'exporters after receiving advice of actual clearance of the 
export documents is of no material importance at this stage of 
our description. At any rate, Central banks will have to see to 
it ·that traders and the general public be no longer burdened 
with unending filling of forms, tiresome checks and waste of 
time so common nowadays in South-Eastern Europe. This might 

-be easier to achieve with a greatly simplified transfer machinery 
as a result of the regional method of settlements we are trying 
to outline. . · 

To sum up this rather schematic outline, all imports of goods 
and services into South-Eastern Europe, though expressed in 
free currency (e.g. £, $, Swiss francs, etc.), would be paid for 
by importers in their own national currency. All exports from 
South-Eastern Europe, although stipulated in freely transferable 
foreign currency, would be paid for in the exporters' own 

·national currency. At the Regional Office, after the claims had 
been collected, the proceeds would be debited to the importing 
Central bank's account and· credited to the account of the 
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exporting Central bank, all credits and· debits being· made in, 
free currency. Since the resulting balances at the Regional Office 
would be in interchangeable free currencies, settlement of accounts 
between the six countries in South-Eastern Europe and between 
each of them and outside coti'ntries would be possible· through 
transfer from one account to another. It is clear that, iri Qrder 
to make such settlement practical, outside countries would have 
to use the Regional Office for their transfers to and from South
Eastern Europe exactly in the same way. as the. six '.members 
would use it. . . . . 

A most expedient method of securing smooth transfers and 
avoiding unwelcome fluctuations in exchange ra~es would be to 
adopt a single accounting unit in which all' accounts should be' 
kept within the framework of a common transfer __ mechanism.· 
All balances between countries using that mechanism could be 
expressed and settled in terms of the single accountancy unit. 
The currencies of member countries would have to be kept in 
determined though adjustable relations to the unit which, how:. 
ever, ought not to be put into· circulation in a:riy particular 
country, since it would be a means of settling international 
balances, not a means of direct payment, still less a carrier of 
fluid capital from one financial market to another. As far as 

' South-Eastern Europe is· concerned, by linking its currencies 
with such an accounting unit it might prepare the way to a 
single regional currency. 

Di.fficulties and Expedients. The scheme we have· tried to 
describe above raises obvious difficulties. It is clear, for Instance, 
that even close and smooth co-operation of the six member 
countries would not ensure the practical success of their common 
clearing centre if other countries trading with the region. are· 

' not ready to accept these arrangements or to make use of them. 
Such a readiness might not be forthcoming for a ·variety of 
reasons. Some commercially important countries might prefer 

· to deal direct with individual'South-Eastern European countries 
rather than with a regional organization. Even quite apart 
from considerations of 0is kind, countries outside the region 
might not feel able to accept the risk of being required to pay 
in free currency for what they bought from the region without 
being absolutely certain that they could always obtain free. 
currency for their' exports to the region. Yet, if a single im
portant country refused to collaborate, the whole scheme would 
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become unworkable as a transfer medium between South
Eastern Europe and the outside world. 

Should these and other possible difficulties prove insuperable, 
there would be little point in discussing multilateral trade and 
transfers in that part of the co~tinent. It might well be that 
multilateral trade and really international transfers could not be 
resumed for many years to come and that a humber of exped,ients 
an,d temporary solutions should be tried in the meantime. · 

' . 
Agreements with other Groupings. It is certainly not 'unrealistic' 

to hope that, when this war is over, there will be a sterling area 
covering perhaps a wider ec~momic field and organized more 
closely in matters of supplies and exchanges of goods and 
services. · 

T!le' Regional Office could enter into special long-term 
agreements with th~·sterling area for settling transfers, adjusting 
trade exchanges and following concerted policies. 

Two important circumstances seem to point towards possible 
success in this direction. 
- · ( 1) For long years-. past South-Eastern Europe has been 
purchasing the bulk of its imported staple goods through the 
London market and paying for them in sterling. Though in a 
decreasing measure,. capital goods and essential ~anufactured 
products were also bought and paid for in sterling. As already 
stated, sterling became the most widely used and sought after 
··free currency' when exchange restrictions and clearings came 
to stay in 1931 and the following years. 

{2) South-Eastern Europe's requirements. which the sterling 
area might be unable to supply from its own sources would 
amount to a relatively small part of the sterling area's foreign 
trade as a whole. The heaviest items--cotton, wool, rubber, 
hides, copper, tin, newsprint, etc.--could to a great extent be 
provided from sources within the British Empire. As to manu
factured goods, there would hardly be any serious difficulty in 
meeting the requirements of South-Eastern Europe out of the 
industrial production of the British Empire. 

The real difficulty for the sterling area will not be_ to supply 
South-Eastern Europe, but to find outlets for the goods which 
would pay for these supplies. This is likely to prove mainly a 
question of extensive and well-organized marketing within and 
outside the framework of the sterling area: War-time experience 
like the work done by British organizations in the Middle East 
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and elsewhere seems t~ show that marketing, when put to such 
uses, covers an extensive field of ~ctivities and contains possi
bilities hitherto unsuspected. Given wider scope and free from 
the excessive risks and limitations imposed by the war, org~a-" 
tions of this kind may provide trade and industry with a powerful 
and much needed apparatus of public services and 'facilities 
which will help both the sterling area and the region trading 
with it towards finding solutions impossible to reach otherwise. 
A general agreement with South-Eastern Europe through the 
Regional Office is likely to be more successful in this connection 
than separate arrangements between members of the .sterling 
area and individual countries in South-Eastern Europe. The 
result, in the fi~t stage, will oe that exchanges of goods and 
services between the countries grouped at both ends will con
verge into a powerful and varied current of bilateral trade, all 
accounts being ultimately settled between London and ·the 
Regional Office. · ' · 

If a general resumption of free transfers proves impossible on 
a world-wide basis, relapse in\o bilateral dealing seems inevitable. 
In such a case, it w:ould be a considerable step forward to have 
bilatera,l agreements between parties grouping together the 
greatest possible number of countries. On the c;>ther hand, should 
further regional groupings like a Middle-East Centre be willing 
to make similar arrangements, or should Russia, the Americas 
and others show any inclination that way, there would be, at 
this second stage, a certain scope for successfully operating a , 
transfer machinery between all these parties in a plurilateral way. 

Regional management is likely to require readjustment also· 
of the other instruments of Government_ control now in use
customs tariffs and price controls. Some at least of the various ways 
in which such readjustments might be made to work in the . 
future seem to be worth more than casual mention. We therefore 
propose to devote the next chapter to this side of the subject. 



Chapter X 

REGIONA:t CO-ORDINATION_ OF TARIFFS 
. AND PRICE CONTROLS 

Customs Tariffs. The steadily decre(;lSing importance of 
customs tariffs in the machinery of Government controls of 
trade may well be a temporary war-time feature of South
Eastern Europe's economic life. Customs receipts have always 
been Qne of the major items of budgetary revenue in all these 
countries, and an abandonment of this ·source is hardly to be 
expected unless fundamental changes in the structure of Govern-
ment finances prove necessary and feasible. · 

However, a closer examination of the exchanges of goods 
between the South-Eastern European countries and with the 
rest of the world will show that the share of intra-regional trade 
in the total foreign trade of most of these countries is strikingly 
modest. As outlined in t_!te table, on -p. 64 (footnote), imports 
from' the region into Bulgaria, Roumania, Turkey and Yugo-· 
slavia were under 10 %of their total imports in 1938. Greece's 
and Hungary's imports from the region were 16·2 and 17·9% 
respectively of their total imports. In terms of customs revenue, 
the share of receipts from_intra-regional imports is probably a 
still smaller one in relation to customs revenue from all imports. 

One of the major import items in this corinection is Roumanian 
petrol, more or less heavily ta.Xed in all the other countries. 
Another is Greece's import of cereals, foo4stuffs and cattle, 
which, however, js not likely to be subject to heavy customs 
duties. On the other hand, export duties have hardly been a 
really important source of budgetary receipts for any of the 
six countries. 

With regard to the great and obvious advantages of a smooth 
and simplified distribution of supplies combined with a con
certed marketing policy; both carried out through the Regional 
Office, it seems that a far-reaching co-ordination of the customs 
regimes on a regional basis ought, to become a practical 
possibility. If the present high import duties on petrol are 
replaced by correspondingly modified excise duties, there will· 
be little bm}getary loss to the individual countries in the case 
of a wholesale reduction of customs tapffs on intra-regional 
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trade to nominal proportions. As to the 'pro~ective' functi9ns 
of customS, centrally adjusted distribution through quotas and -
rationing could easily serve similar purposes in a better way. 
Should the operation of the Regional Office, as described in the 
preceding chapter, prove possible, the maintenance of customs. 
tariffs between the six South-Eastern European States would be 
neither a real financial neceSsity nor a very useful weapon of 
protection to home production. The function of custo:nis would 
then be mainly to check the volume of imports and exports in 

. the individual countries and to help carrying into actual practice 
the distribution of supplies made by the Regional Office. Con
sidering the matter from the regional angle alone, there does 
not seem to be -any_ insuqnountable obstacle to abolishing tariffs 
altogether,- so far as the exchange of goods between the 'six 
countries is concerned. - -

Simplification of Customs. From the technical point of view', the 
whole system of export and import licences, permits and other 
formalities could be considerably simplified, if the controlling 
actiVities -of customs authorities were m~rged into a single 
administration with those of the foreign exchange controls, 

·import and export institutes and- otht-.r official or semi-official 
bodies set up in the different countries in recent years for_ 
supervising, directing or influencing the. course of trade and 
distribution of supplies. There seems to be ample scope for 
simplification in this field1 and a .successful reshaping of the 
present intricate con trois would in many cases mea_n real benefit 
to producers, traders and consumers, as well as substantial 
saving of public money.. · 

Control of Prices. The main reason given by all Governments 
in South-Eastern t:urope for introducing foreign excharige 
controls w~ 'safeguarding the value of the national currency'. 
In this officially proclaimed purpose they failed unmistakably. 
If by 'value of the national currency• the Governments in 
question meant their currencies' purchasing power both within 
and outside their countries, Germany's foreign trade and clearing 
policy has dealt decisive blows at their expectations long before 
the outbreak of this war, by gradually forcing all South-Eastern 
Europe to over-value the Reichsmark out of proportion- to its 
actual purchasing power. The increasing scarcity of supplies due 
to the preparation for war and, later on, to developments of the _ 
military situation all ~ver the world, quickened the pace of 

MCT 6 



82 REGIONAL CO-ORDINATION OF TARIFFS 

depreciation, in spite of the increasingly strict application of 
exchange controls. 

Exchange Control Restricts hut cannot Increase Supplies: The lesson 
to be drawn is so clear that it may be expected to remain 
engraved in everybody's memory .. Exchange controls can 
·restrict the movement of goods, services and funds between 
diffe!ent countries. They cannot increase the· supply of goods, 
services .and funds. to a country if the foreign producers or 
holders of goods, services and funds are· not willing or able to 
export them to that country. One of the consequences i$ that, 
under a regime of exchange restrictions like those practised in 
South-Eastern Europe, prices for imported goods are bound to 
move upwards owing to insu:Epcient and costly supplies of foreign 
raw materials and manufactures, while prices for the home
produced goods must be kept down in order to foster their 
export and thus to provide means of payment for imports. This 
makes it necessary to put into operation some sort. of price 
control. Several methods have been tried, but none has proyed 
a definite success, so far. Even Germany, with all her powerful 
means of action on the Governm,ents in this region, does not
seem to"have achieved any practical results.· As recently as 
November 1942, in extracts from Dr Wilhelm Grotkopp's new 

·book Freedom from Gold, published in the Deutsche Volkswirtschaft, 
one can read the following statement: 'Within this European_ 
currency community all countries ~ust endeavour to maintain 

-the stability. of the external as well a.S the internal value of 
money. But since 1940 any endeavours of this sort have been 
made considerably more difficult by the price policy and price 
fluctuations in other countries: .. they have risen by 6o % in 
Hungary, between the.outbreakofwar and the end of 1941, by 
66% in Bulgaria and by 145% in Roumania ... ~And to these 
-increases one must add the increases on the black market which 
have assumed dangerous proportions in some countries such as 
Belgium, France and Greece .... ' 

Failure of Price Controls. At any rate, Germany has tried, very 
hard and on several occasions since 1940, to bring price move
ment§ iD. South-Eastern Europe into some sort of relationship 
with German prices which, as all the world has been told so 
often, are '.still at the old level'. As far as the home level of 
prices .in the six c~untiies is concerned, the eff~cts of these 
German efforts are clearly negative: everywhere pnce levels are 
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now considerably higher than the ·percentages given by 
Dr Grotkopp. But in their trade ·exchanges with Germany, 
several of the countries in the region, more especially Bulgaria, 
Hungary and Roumania, had to undertake to deliver certain 
exp<?rts at 'stabilized' prices agreed upon for. certain periods 
ahead. In order to make this possible, these countries' Govern
ments had to shoulder the burden of the difference between 
'German prices' and the actual prices at which they are paying 
their producers-and exporters. On the ~mport side also Govern
ments are trying to keep prices steadier and at lower levels by· 
paying varying parts of the prices for imports out of what is 
being rather mildly called 'equalization funds'. 

As stated earlier, price control has hitherto failed to achieve 
its ends in South-Eastern Europe. Methods used so far seem to 
have been nearer to police and fraud-fighting practices than to 
economic action, and could hardly be of much avail to the 
administrations likely to develop if regional solutions were to be 
tried later on .. Some kind of concerted as· well as individual 
Government action will, 'however, be necessary, in order to 
bring locp.l rates of exchange into a stead~er rel!ition With any 
joint policy aiming at the resumption of trade and at gradual 
expansion of production, employment and incomes in South
Eastern Europe. Police methods would npt do in the long run.· 
Neither would '.equalization funds' or other forms of subsidy by 
Government resources achieve much more than electoral· or 
similar results belonging to the field of local politics~ It seems 
that an energetic policy of providing and distributing supplies 
pursued through the Regional Office and- accompanied by 
coherent monetary and credit policies both in. the individual 
countries and the region as a whole might be the real instruments 
to be used with any chance' of success .. · · . ··. · 

Though the bearing of monetary and credit policy on 
management of trade cannot be denied, the Governments in 
South-Eastern Europe do not appear to have made up their 
minds to try this weapon in any consistent and systematic way. 
Therefore an examinatjon of thiJ aspect of the problem could 
hardly be undertaken here at greater length. This survey is 
confined to Government controls as they were and, as far as 
possible, to show to what useful purpose .the existing controls 
might be put if the time should. come for doing so. 

6-:;z 



Conclusion 

For a long time,'indeed a very long time past, ~either the 
general public nor the business community in Great Britain and 
America have fel_t any real need for concerning themselves with 
South-Eastern Europe as a possible market for their exports or 
a source of valuable imports. The region consisted of economically 
weak, rather turbulent States allowed by the interplay of 
European high politics to exist and function as sovereign units 
for reasons which had Jittle in- common with economic con
siderations. Some of these States were separated from the 
Anglo-Saxon -countries ·by long distances bridged by slow 

· communications and sea routes unprofitable for regular shipping 
services; all were living surrm,mded by high and thorny hedges 
of tariffs, restrictions; formalities and national susceptibilities. 
Attempts at investment in those parts had only too often proved 
disappointing. Traders and industrialists had more than once to 
write off losses, while some of the region's export surpluses, 

·offered for sale by primitive marketing methods, could at times 
of crisis and congestion become both commercially and politically 
inconvenient, the more so as everybody could very well do 
without J:hese goods. · 
·. As a rule, the whole trade of the six countries accounted for 
hardly more than 10% of Europe's trade. Divided up between 
so many separate national territories under rufferent (though all 
complicated) regimes of payments, controls, legislation and 
restrictions, this 10 % really rud not seem. worth anybody's 
painstaking attention. 

No reproa<;h is meant by endeavouring to sketch, as soberly 
~ possible, a state of things and of minds which cannot be 
altered by laying responsibility at anybody's doorsteps. The real 
point at issue is not to find out 'who did it', but to try and look 
out for a way leading somewhere. _ 

The I. G. Farbenindustrie, after a good deal oflooking around 
for ways and means in South-Eastern Europe, seem to have 
found out that 'One. billion Marks more goods a year can be_ 
sold to the Balkans, if purchasing power for imports is raised to 
one-half of the German level'. After quoting this statement in 
his partiGula}'ly well-informed article in Foreign .Commerce Weekry 

, {17, October 1942), Mr K. Falk of the U.S.A. Departm~nt of 
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Commerce goes on to say:' ... further, an increase_ of 50% in 
agricultural yield per acre in South-Eastern Emope through 
using· German experience, cheriricals, machines, and seeds' is 
part of the goal announced by the Reich in trying to-make the 
European continent self-sufficient'. . 

Before its present bitter exp~ence of self-sufficiency, the 
European continent used to import, much more foodstuffs th~n 
the six countries in South-:Eastern Europe were ever able to 
export. According to a statement in one of the best recent 
surveys of European trade, 1 'the net export of foodstuffs from 
Europe's agricultural. section did not cover one-fourth of 

·industrial Europe's net import of foodstuffs' (in 1935). · 
This brings us back to our main contention. In spite of ample 

potential markets for the whole exportable production of South
Eastern Europe, the six countries of that region cannot, by their 
individual efforts, get rid of their economic troubles and the 
resulting social and political consequences. The r_esouices of an 
kinds available to each .of these ~ountries cannot provide 
sufficient ground for real workable solutions, unless Government· 
action, combined into a joint long-term effort on a region~ 
basis, be set going with the close and. active ass~stance ·of the 
Great Powers prepared earnesdy to take a hand at engineering 
and carrying out the rehabilitation of Europe. ' 

Should such a thing happen in reality, ten years of Govern
ment control of trade and exchanges in South>-Eastern Europe . 
might provide all concerned with useful instruments t~ted by 
hard work in a long series of attempts at dealing with some of 
the main economic troubles of our time. · 

I League of Natioqs Europe's Trade, 'Geneva, 19·1-1· 



Appendix 'x. Production and Export to Germ~ny of South-Eastern European,Cereals, Tobacco, Cotton and Hemp 
(In metric tona.) 

WHEAT. .BARLEY MAIZE RYE TOBACCO COTTON HEMP 
Country· Year Pro- To Ger- , Pro- TaGer- Pro- To Ger- Pro- ToGer- Pro- ToGer- Pro• ToGer- Pro- ToGer-

I 
duction many duction many duction many duction many ducticin many ,duction many duction many ----------------

HUNGARY 193D-34 a,o8a,zoo - 636,300 - 1,859,800 - ~~a;g~~ - 30,400 - - - 7,100 -
~935 Z 12QZ 1000 157,000 556,ooo ·- !:t~~;~~~ - - :U,400' - - - 6,700 -
1936 2,J8Q,ZOO 124,000 658,300 - a,ooo 714,100 -'- za,Soo sao - ' - 11 1500 7,010 :m J,Q6J,8oo 114,000 556,900 - 2,770,000 8a,ooo 617,900 - 20,400 1,200 - - 1:1,900 -

2,688,]00 
2I~oo1 724,000 - z,678,ooo 51,000 804,600 - 19,500 11300 - - IJ,700 -. L939 J,078,zoo 789,600 - Z,Jso,ooo - 863,700 - IQ,8oa - - - 14.400 ----- ----------------

' YUGOSLAVIA 193D-34 2,16J,SOO - 412,200 - 4,038,6oo - 208,900 - IJ,QOO - - - 28,400 -
1935 J 1QQ01000 ~1 1 1QO 376,ooo - J,oz8,ooo 69,444 196,ooo - o,zoo - 200 - 37.500 ,I:~:~ 1936 Z,QZJ,6oo - 422,8oo ' ....:... s,t8o,soo 4,000 ZOJ 1JOO - 16,6t>o 400 - - sa,ooo 
1937 2,347,000 173,190 383,100 - 5o335o900 IOS,700 2091400 - zo,Soo 500 - - 49.900 t6,oto 
1938 J10J01000 SJ,OOO 4ZI,JOO - 4.755.900 69,000 227,100 - 14,700 200 1,200 - 55.400 -
1939 a,875,6oo - 424,~00 - 4,045,6~0 - 243.500 - 15,400 - - - 53.500 -------------------------

ROUMANIA 193CI-J4 z,815,400 - r,6o1,700 - 5,195.400 - 348,6oo - IO,QOO - - 24,100 -
{935 2,6zs,ooo - 924,000 6,46:& 5.379,000 42,316 323,000 - 1] 1000 . - 100 - 22,700 -

936 J,SOJ,IOO - J,611 1QOq - s,612,000 t,ooo 453,:&00 .... 15,100 - - - 29,200 -
193~ 3,~6o,1oo 39.570 x17,200 34.:&00 4 175l,QOO 372,66o 451,300 ~0.430 IO,JOO - - - 2,,000 -
193 4. 21,400 - 32,200 - 5,117,300 1§,000 517,200 - 12,300 - 6oo - JO,JOO -
1939 4,45z,8oo - 816,400 - 6,0§1,200 - 43!.500 - 14.400 -- - - 38,ooo --------- ---------------

BULGARIA 193D-34 1,438,700 - 32.2,500 - 789,800 - 246,ooo - 24,300 - Z,JOO - 1,900 -
1935 1 13041000 . - 282,000 - 1 100Q,OOO - 19A,ooo• - :17,500 11,8:&9 8,400 - J,-400 -
1936 1,642,500 - 322,400 - 871,500 ~ 20 ,ooo - 42,200 11,200 10,700 - 3,300 -
193~ 1,766,6oo 19,390 ~~::~~~ 34.:&00 859,300 - :&~8,400 - 35.400 11,810 10,000 - 4,6oo -
193 2,148,700 210.P00 - 53:&,300 - . 1 7,900 - 25,900 14,900 6,900 - :·100 -
1939 1,936,soo - 333,800 - - - 245.700 - 35,300 - 10,300 - ,6oo ----------------- ----

GRI!ECB 193D-34 501,100 - 188,900 - 20§,700 - ss,Soo - 47,000 - s.zoo - - -
1935 740,000 - 194,000 - !~;::~~ - ss,ooo - 36,100 18,tto 1o,6oo 853 - -
1936 ~31,~00 - 153.700 - - aa,ooo - 1,000 JQ,JOO ra,6oo - - -!m 17, 00 - 21Q,IOO - 3aa,6oo - 5,300 - 6~,300 ao,QQO 16,~oo - - -

980,JOO -- 221,100 - 217,400 - 57,700 - 4 ,100 :14,000 14, 00 - - -
1939 1,042,100 - I 

221,200 - 261,500 - '62,400 - ss,ooo - IJ,600 - - ---------------------------
All 

cereala 
Turkey to 

TURKEY 
Germany 

1930-34 2,534,6oo - 1,§20,700 - 482,100 - 282,900 - 38.400 unknown 24,300 - 7,100 -
!m ;:A~~:;~~ 3~:~~~ 1,372 1000 20,493 456,ooo 50,187 a16,ooo - 36,ooo 9.965 sa.aoo 15,405 5,8oo -

Z,ISJ,600 - 683,700 9],884 448,~00 - 74,100 :~:a:~ g~:;: 
16,167 JO,QOO -!m !:~~~:~~~ 6o,66o Z,195,700 t1,666 55 ,ooo 151,757 361, 00 a8,56o 6],900 8,tzo 0,700 -

' - 2,4o8,soo I,IJO 60],$00 ISS,OOO 448,5oo - SJ,ZOO 1o.soo 66,]00 ·J, 00 7,900 -
1939 4,607,900 - 2,2Q§,200 - 714,100 (eot.) 426,]00 - 56,500 (est.) - - - -
193D-34· Figures are an lverage of theae 5 years. - means either no or nW~lillible exporto. • Ungarn'a Volluwirtschqft, IQ39· 

. . - - -



Appendix 2. Production arid Export to. Germany qf Certain Metal Ores hy Six Soutlz~Eastern.European Countries 
(In metric tona.) 

I ' PYR1TES 
ANTtMONY1 BAUXITE CHROME ORB CoPPER' IRON ORB LEAD ORE MANOANESB ORB (Crude ore) 

Counny Year 
Pro- Jec;_ To To To To To To -rr Pro- Ger- Pro- Ger- 1'ro- Ger- Pro- Ger- Pro· Ger- Pro- Ger- Pro- Ger-

duction many duction many duction man)' duction many duction many duction many duction many 

~~ ------
HUNGARY 1935 - - 211,100 -. IJt,ooo 6,ooo 

1936 - - 360,717 328,378 202,000 .- a6,798 
193~ - - 444.444 ~72,313 - - - - 20:1,000 - - - :14,691 -
193 - - 532,177 363,255 - - - ·- 24$,00011 - ~ - :&1,870 -
1939 - - 570,170 159,86a1 - - - - 450,0008 - - - 20,200 - - ------- ------

YUGOSLAVIA 1935 :&00 45 190,000 - 59.453 - 39,000 11,681 240,000 4.671 130,000 - t,ooo - sa,ooo -
1936 . t,6oo - :&87,560 217,641 ~a:~~: 39.400 11,2001 t57,000 - 132 1000 21,800 J,OOO - 7 .494 -
193~ 1,780 - 352,167 40~,825 10,400. 39.400 11,530 :19'1000 - 142-1000 35.390 4,8oo - 131,923 -
193 3o370 :&98 398,180 34 ,o68 49.401 14,8941 42,300 6to,ooo 155.400 J,soo - 148,027 -
1939 4,220 :&40' 314.489 175,3201 44,097 5,567' 41,700 670,000 138,ooo s,ooo 127,000 ____._ 

ROIIMANIA 1935 - - 6,200 - - - 900 - 95,000 - 10,000 - 19,482 - 9,8oo -
1936 - - to,Soo - - - 6oo - to6,ooo - 12,200 - 33.3:H - 9o841 -
193~ - - IO,iOO - - - 6oo - ax::~~ - 14,800 - 49.997 - 10,548 -
193 ·- - 11 1 00 - - - 6oo - .,.... - - 59,2Z2 - 11,028 -
1939 - - - - - ·- - - 131,922 - - - 41,546 - s,869 -
.~ ------------ ---~ ------------------------

BULOABIA 1935 - - 1,600 - - - - - 5 - t,ooo - - - - -
1936 - - 3,1oo - - - - - 9 - 200 - 3,300 - - -· 
193~ - - - - .. - - - - za - 400 - IJ,SOO - - r ,... 
193 - - - - - - - - 24 - 6oo - ,a,400 - - -
1939 - i - - - - - - - - - - - - - - ---------------------------- ------------ ---· ------

GRBBCII 1935 - - 9,500 - 31,479 - - - zos,ooo 198,784 4o400 - r,~~; - 132,000 -
1936 - - 129,900 

.._ 
41,452 - - - 275,845 182,280 ra,zoo I - - 158,769 -. - 193~ - - 137.400 8o,67o 55,o61 - - - 300,498 21,911 '17,000 - 6,842 - 203,386 31,i10 

193 -' . -;- 179.900 67,964 42,464 18,r6o - . - 348,613 - - - 7.075 - 244,000 24, 91 
1939 - - ..,.. 89,622 ss,ooo 22,278 ,_ - . - - - - - - - ---------------------------------------------------

I 1'uJua!y 
193l 122 IZI - - 148,096 54,154 - - - - 7,8oo - z"'soo - - -
193 g6a 748 - - 161,292 70,567 - - - - 9,400 1,oa5 5,100 - - -
193~ 43 ao6 - ,__ 189,468 65,070 700 - -· I - 9,6oo 8 522 - - -

' 193 58o so - - 21o,zs6 68,463 2,200 - - - 9,8oo - 3,000 - - -
1939 66o (est.) - - 210,000 104,156 5,900 - - ..,.. - - - 6oo - - _.;. 

1 Metal content. 1 19391 6 months. • Hungary: mcluding added Northern Territory. 1 Incl. Austria. · · • Estimate. - meana no exports. 
Sources: Quin'a Metal Handbook (a vols.); Imperial Institute, Mineral' Industry (a vola.); League of Nations Pul;>licationa (a vola.). . . . . 



Appendix 3· Anarysis of Thirty-two 'Classified Exports from Germany,to Six Balkan States, 1935-37 

·Exports 

Artificial silk 

Woollen tarns and 
other animal fibre 
yama 
Cottony~ 

Nitrogen fertilizers 

Woollen and other 
animal fibre fabrice 

Cotton fabrics 

Paper, etc. 

Aniline dyea 

Explosive• 

Other chemicals 

Steel tubeo 

Steel ban and 
profilea and steel 
sheets and wire 

Railroad construc
tion material• 

Copper bars, 
sheets, wire 
and braao 

FINISHED GOODS 
Paper goodo 

Year 

1935 
1~36 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 
1935 
1936 
1937 !m 
1937 
1935 
1936 
1937 
1935 
1936 
1937 

193~ 

BULGARIA 

·T, RM. 

370 
500 
310 

310 
soo 

3.346 

3.760 
61a 
340 
350 
-I 

:1140 

q,oz.z. 
1o,6oo 

Q1QOO 

,,:1149 

35,849 
JI,J:ZO 
36,ooo-

1'0 
1'3 
1'3 
1'3 

1·a 

3'3 
a·• 
a·a 
1'1 

6·5 
3'9 
6•J 

GREECB 

T. RM. 

229 
330 
310 

230 

15,81o 
23,940 

160 
270 
86o 

1,310 
1,830 

8so 
3,173 
7.szo 

13,120 

l~:i~~ 
73,150 

1o,86o 

1'4 

1'1 
1'7 

1'5 

1'5 

n 
3'1 

6·8 
6·8 

JZ•6 

1'3 

(In tons and million Reichsmark.) , 

,T. RM. 

900 
.:!JO 

40()o. 
700. 

390 
610 

104 
s6o 
86o 

570 
1,280 
2,155 

s,640 
8z8 
570 
500 

4,68o 
6,120 

7,6oo 
1,8os 
2,470 
1,470 

' 

. z·6 
3'1 

2'2 
4'5 

1'4 .. 
Z'3 

1'2 
. 4'7 

o·b 

:11'3 
5'7 
1'0 

1'3 
a·6 
a·8 
Z'7 

1·a 
2'1 

1'0 
1'9 
1'9 
J•6 

ROUMANIA 

T. RM. 

507 
6oo 
430 
704 

1,670 
1,s6o 

328 
a,zso 

sao 

380 
350 

1,15:11 

ZO,JOO 
22.,100 

4,300 
5.560 

a· I 
a·5 

.J•8 
4'1 

10'3 
I:l'O 
1'4 
7'9 
z·5 

::a 
7'0 

7'0 
3'9 
4'3 

4'3 
6·3 

J•O 
1·8 

1'4 
1·a 

-· 

TURKEY 

358 
QOO 
790 

250 

272 
370 
370 

1,623 
z,o8o 
3,890 
8,zs6 

s.ooo 

zoo 
390 

ZIO 

3,8os 
4.580 
4.980 
6,783 
4.980 
·s,14o 

63.434 
4J,IOO 
30,640 
35.423 
31,380 
14,390 

1,932 
2,Z20 
1,550 

1'9 
'5·z 
4'9 

J•l 

:11'7 
3'2 
3'4 
5·a 
7'1 

14'7 
1'5 

•·a 
J•J 
1'3 

J•o 

3'0 
1'4 
1'9 
J·o 
J•O 
1'1 
6·1 
4'3 
4'4 

n 
a·o 
1'9 
1·6 
J•6 

T. RM. 

1,18z 
1,270 
1,6oo 

IJO 
ISO 

4,166 
5,060 
5,320 
11501 

910 
870 

90 
130 

6,884 
6,070 
6,]00 

,_ 

3'4 
3'7 
5·• 

1'3 
1'5 

1·6 
•1'0 

1'4 
4':11 
4'4 
s·o 

J•a 
1'4 
6·3 
4'8 
5'0 

SIX BALKAN 
STATES 

TOTAL GERMAN 
EXPORTS 

T. RM. T. ' RM. 
--t·---1--

1,689 
3,86o 
:11,980 
1,661 
4,090 
J,Q60 

328 
a,64o 
1,610 

15,8Io 
23,940 

376 
1,220 
1,6so 
a,483 
4,650 
7,850 

19,075 
5,060 

19,810 
,,700 
a,q8o 
3,250 

540 
980 

33.378 
38,670 
44.870 

!t~i~ 
27,240 

!~t:~i~ 
151,470 
35.422 
42,240 
21,990 

6,368 
8,o8o 
4,170 

5·6 
8·8 

Jo·o 
o·a 

:114'1 
27'4 
1'4 
9'3 
7'3 

I' I 
1'7 
3'9 

1o·6 
16·5 
8·5 

J7•8 

3~:~ 
r·o 
4'9 

14'3 
14'3 
17'3 

3'4 
a·9 

a6·7 
16·s 
19'4 
a· I 
5'3 
7'4 

19'4 
17'Z 
Z7'0 
4'4 
3'9 
3'9 
6·9 
5·9 
4'4 

's6a,oso 
7a6,9so 

7.576 
10,480 
IJ,OZO 
14,011 
18,360 
Z4,230 

373'o75Z 
366,760 
444,400 
138.989 
33.740 
]8,460 

10,760 
16,960 

801,223 

m:~~ 
3as,z8::! 
376,z6o 
+4a,OZO 

1,524,005 
1,725,480 
1,861,000 

270,84} 
zsz,Szo 
21§,:310 

94.916 
7J.400 
72,350 

Z7"$ 
37·8 
zs·s 
a6·1 
45'7' 
44'3 
.12'5 
23'2 
zo·9 

Z3'2 
36·o 

323·8 
177'9 
195'3 
57'7 
63·5 
95'0 

193'0 
221'2 
299'8 

22'3 
21'2 
a5·o 

123'9 
s1·s 
64'J 



Toolo and al!ri• - - - ·- --
cultural appliancea IQ~6 - - - - - - - - - - - - - - - -

I 19.17 - - - - 640 1'3 68o 1·1 t,soo 1'0 - - 2,82.0 
2n 

46,410 aA~:~ 
Other oteel manu· 10~5 8,oR9 3'4 6.976 3'4 ~:m 2'1 3.540 4''" 14,965 6·4 3.635 2'3 39,6oo 554.408 

factura · 1936 3,180 a·a 7.090 It: a·s 3.360 a·• 1a,6oo ~n 2,X~~ ~n 35,86o 26·3 525,040 306·8 

1937 s,z6o 15'7 14,320 6,Xoo ·a 4.620 ·a I ,470 52,400 79'5 612,650 422'6 

Copper and braaa 1935 - - 1,747 1'7 I, OS 1'9 . 884 1'4 1,932 1'9 - - 6,358 6·9 94.916 12:1'9 

manufac:turea 19.16 - - - - .- - 210 1'1 300 110 - - 510 2·r 19,370 R: 
1937 - - - - 230 1'2 290 ~:l_ 270 1'3 - - 790 4'2' 21,340 

M ochine toolo 1935 - - - - - - 849 -· - 568 1'1 1,417 2'7 AO,OZI 78·1 

(includilll tolline 1936 - - 730 ::1 760 1·2 1,170 2·0 580 1·8 1,88o n 5,120 10'7 12;:!~: 
148'2 

millo) 11137 - - 760 9,240 8·+ 4,66o 10'5 670 l'l 2,]60 ·17,690 26·4 209'1 

Machinea for 19H 796 1·2 700 1'2 719 1'2 10324 2'2 541 o·8 712 1'7 •·i92 8·3 36,260 76'9 

opinninJ and 1936 1,240 2·0 1 1090 1•6 :;&~: 4'2 2,540 4'5 2,020 2·9 r,z6o 3'2 10, 70 18·: 59.430 123'4 

leather tnduotry 1937 2,490 3'9 11130 2'3 s·a Z,HO 4'6 1,740 3'6 t,z6o 3'2 11,760 22' 64,820 136'0 

Moton and enginea 1935 (a) ' 
I i 

(not electrical) 1936 - - 960 1'3 - - 690 1'1 - - - - 1,65o 2'4 37,150 51·8 ~ 1937 - - 1,210 1'7 1,770 2'4 790 1·3 590 1'0 - - 4.360 6·+ 49,010 66·+ 

Pumpo and com• 1935 (a) 
preoaon 1936 - - - - - - 450 1'1 - - - - 450 1'1 12,42q :z:8·· 

'· 1937 - - - - - - 460 !'2 - ··- - - 460. 1'2 15,790 38•1 

Paper making 1935 (a) ' 
:'~cli~ntina 1936 - - - - - - - - - - - - -- - - -

1937 ·- ..... - - 690 1'3 . 380 1'1 - -. 670 1'1 1,740 3'4 41,520 6r6 
Other m:hinery · 1935 1,516 1·8 2,527 3'4 ::x~~ 2'7 a,ooo 3'5 899 1·z 2,422 2·8 11,427-. 15'4 u8,a87 18 ·a 

1936 530 1'2 1,140 1'3 1'7 1,950 3'0 1,360 . 1'5 1,400 1·8 8,200 ·1o·s ~._90 98·: 
1937 - - 1,170 1'4 3,s6o 3'6 30 150 4'4 1 1JIO l·s 1,420 !:~ Jo,6to rz·6 ,360 119' 

Motor can and 1935 - - - - - - - - - - 1,135 1,135 2'5 27,733 50'1 

aircraft 1936 1,290 5'0 950" . 1·5 r,66o 3'2 1,!30 3'8 370' '1·8 1,850 4'8 . 7·i"" zo·J S7.470 122'7 

1937 1,710 3'6 980 1·6 4,180 8·6 3. 0 ?·6 ~,JO~· 8·s 3,240 8•7' 14, 90 38·6 ~09,560 -2o6·1 

Bicyclea 1935 - -· - - .- -;-- - - - - - - - ..... - -
1936 - - - - 1,36o 2'0 -· - - - - - 1,360 2·o 18,160 ;n 
193?- - - - - 2,450 3'9 - - - - - - 2,450 3'9 25,540 

Other vehiclea 1935 (a) . 1936 1,68o 2"3 - - 1,2.00 I'2 - - 2,260 2·8 - - 5,140 6·3 34.380 :za·6 

1937 - :1,310 '3'3 - - - - 2,870 z·o - - 5,180 5'3 35,210 23'i 
Electro-technical- 1935 999 3'3 r,r8a 3'1 755 2·o 1,924 2·8 1,460 2·8 •. 138 1'4 6,478 I5'4 63,078 176• 

goodo (including '1936 1,360 3'3 2,530 ··8 z,z8o 4"2 • . 5,310 8·2 2 10'JO 3'5 1,100 3'3 I4,6IO 27'3 131,750 258·3 
electrical mochinea) 1937 r,goo !._4, 3.750 1·8 5,190 "9·1· s,620 10'7 ~·930 6·a I,ooo 4'2. 20,390 ' 43'4 IS7,o8o Jla'3 

Precision and I935 - ..,.. -· - .- 127 t·J - 76 1'1 203 2'4 5.004 - 47'1 
optical inotrwnenta 1936 - ....!..· - - IGIO z·g 130 1'9 130 2'1 so 1·6 tiO 7'1 s.9oo 90'5 

~typewritero, etc.) 1937 (also' 2'3 190 2·6 130' I_' IJO 2'5 ISO' 1·8 ::- 70. -2'4 20 I3'4 7,160_ u6·s 
oto-chemical '1935 

producta 1936 - - __; - '--- - ISO 1'0 - - - - 18o l·o 5.370 31'0 

1937 - - ,_ - - - 220 1'3 - - ISO' I'2 370 2'5 6,150 34'5 
Pharmaceuticals 1935 (a) 

I . 
1936 90 1·5 no 1·8 110 2'3 220 ··8 90 . 1·8. 130 1·6 iso 13•8 ~·240 111"0 

1937 
' 

90 1'7- 120 2'9- IJO ,2'7 . I90 s·1 I40 z·6 140 1·8 . 10 1.6·8 ,640 139'8 . 
. 

(a) 1935: for itema marked (a) no sep&rate j\g-ures are given in the Sratistise~ Jalrrbut:h fib' dtu Deutsche Reich. 

so{m,e: Stalirtirches Jahrbuch fib' diU Deutsche Reich (3 vols.). • . ' . 



Appendix 4· South-Eastern Europl's Chief Imports qf Manufactures, 1937 
'I •million U.S. dollan 1 T • 'ooo metric tona • . . . 

Cotton Woollen Silk and Rayon Other Chemical a Metal Ma· Vahlcl11 
Pa11ar Miocal• TOTAL 

Country textllell' and manu• chlnary manu• laneoua by CoUN• 
Yarn Fabric• Yar11 Fa brice Yarn Fabrlca dye1 facturea · facturee TRJRI 
--- ---- ---- -----·----

HUNGARY • o·s 0'7 o·6 o·R r·o 0'3 o·o 5'1 o•R 3'0 1'7 4'1 tt·l u·l 
T I·& 0'7 o·6 11'4 3'0 o·a . r·1 Sfl•o 4'0 0'7 4'5 14'0 18a·o 3•B·o ----------------------

BULGARIA • 1•8 1'0 1'7 - - - o·6 3'4 1•6 8•7 3'0 r•o 1'5 :u T 1·0 r·o 0'7 ~ .!- - 0'7 33'7 7'7 ro·o s·o 17'7 0'7 
--·-· L___ 

RouMANIA -.--.-;~ -~--~.-7-
3'~ o·3 o•R 0'3 ··a 5'1 10·0 17'1 3'0 I'! 0·4 70'1 

T 11·4 1'5 .. o·a 1·1 0'1 II' 17'0 178•0 40'6 10•3 7'0 • •. 3 3011'0 -------- -----
YUGOILAVIA • 8·o 4'0 ••• 3•8 1•7 - o•8 !'I 6·o 0'3 3'1 1·6 

• •• :R·o 
T 18•3 •4'1 r·8 r·ll .. ., - 1·8 31'11 30'3 17'11 11'1 11·0 .. 1 8·o ----~--- -~---· -------- -----

GRIIIICD • ··a !'3 3'6 I'll - - o·s II' I r4 6•4 o·6 3'0 16·1 oa·o 
T o· 3'1 I'S o·s - - 16·3 ,13··0 3 '7' 14'11 0'7 3!'5 74'0 311'0 

-------- -·-·--- -------- ----
TunKBY • 2'4 13'6 3'1 I' I 0'4 1'1 s·6 10'1 13'~ p 1·1 , .. M·l· •r '4 u·o 1·s o·s 0'1 B·s • 31'1 sa·s u· '4 •s·a 114'0 a81·o 

------ --------

I 
ToTAL bl! • 17'3 "''I la-o •·o ··a I o·6 IJ'I 3]'4 41'0 so·• 1~·6 1!'0 ,:rx -

COM• T 41'1 

I 
aa· . ., 3'1 .,. 0'3 41'1 305'4 311'4 IJ4'7 311'7 111'0 -

MUDITIDI t 0'4 ' 
T 0'1 

• In addltlqn to tlu1 fl11ure, 01·eok otatlotico Include So41l7 plocao, 
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