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PREFACE
. )

" After the last war a system was organized for thé provision of relief to
the impoverished yegions of Europe which has been dgstribed ia a companion
study 4 thg,,entitled “Relief Deliveries and Relief Loans, 1919-23.” No
“parallel gystem o, restore ecomomic activity in these regions was organized.
+Indeed, reconstruction was never seriously considered as an international
sissue requiring concerted action until almost two years after the armistice.

N A\l

The purpose of Jhis pamphlet is to consider what were the effects of this
lack of policy and how and to what extent in the absence of concerted action
Europe was _z.tble to proVide itself with the raw materials and, other essential
goods that it needed. »

In the first chapter the post-armistice situation is very briefly described?
in the second, the value and the kind of the purchases effected, both by the
Continent of Eurgpe‘as a whole and by various regions, are shown; in the
third, ad estimate is made of Europe’s balance of payménts during the two
years 1919 and 1920. The actual purchases effected by Europe and the
means by which they were financed are thus recorded, and this record is of
considerable interest when considering the prospects and problems of the
future.

But what was actually required to avert a breakdown and dlsaster can
never be ascertained and was never seriously considered at the time. As is
shown in the last two chapters, the breakdown and disaster took place.

This pamphlet is deliberately brief; but it is hoped that it is adequate to
show the inescapable effects and inescapable tragedy of failure to face up
courageously to the problem of reconstruction after a world war.

A. LovEDaAY,
Director of the Economic, .
. ~ . Financial and Transit Department
League of Nations
June, 1943



CHAPTER I

SITUATION AT THE’QEND OF THE WAR
o A

Alltéoun’.riesﬂ in Europe were suffering at the end of the war from a lack

of worklIng capit2] and, from a loss through wear and tear or physical de-
,struction of fixed capital. In many countries at the beginning of the armistice

period, and in a few for & number of years, even the supply of consumption
goods—food, clothing, coal—to keep the population in sufficient strength to
produce efficiently®was short; reconstruction had to start with rebuilding the
health and vigour of the' population. .

Smooth p2oduction requires considerable stocks of raw matetials and semi-
manufactured goods at successive points in the chain of production to absorb
inevitable irregularitigs in supply or consumption. Such stocks were mor¥,
rather than less, necessary in the immediate post-war years when supply and
transport were often ’interrupted by lack of coal, lack of trucks, labour dis-
putes, étc. But stocks had, in fact, been exhausted ddring the war when
overseas supplies were cut off by blockade and by lack of shipping,* though
there remained, of course, considerable quantities of metals in process and
potential supplies of scrap in the form of munitions.

Durable consumers’ goods were likewise largely worn out, destroyed or in
need of repair. House building and repair in particular had been, practically
at a standstill during the war, and in the war zones whole towns and villages
had been devastated.

Productive capital was on the whole better maintained outside the battle
areas; but part of the new plant was not suitable for civilian use. Much of
the old machinery had not been replaced and in certain areas machinery had
been deliberately destroyed by retreating armies; in many countries, it had
been made unutilizable by the removal of parts containing metals‘_valuable

Jor war production. ”

The mechanism of transportation was particularly affected. Railway roll-
ing stogk wag in a deplorable condition all over Central and Eastern Europe.
More than a year after the drmistice, in a large part of Europe less than half
of the locomotives were usable, as the following figures show: .

1H , Gover d stocks d to some extent for the shortage of stocks in the
hnn‘ds of privat‘:indusu‘ics; in G , for the Govi even at the gnd of the war,
held quite considerable stocks of textile materials and rubber.
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o TABLE 1

Percentage of Railway Rolling Stock Fit for Service at the
e Beginning of 1920

© -
® Country Locomotives . Wagons
Austria 63 o . - 67
Baltic Countries “situation chaotic” - ~
Bulgaria 37 . 56"
Ceecho-Slovakia 62 ¢ 88
Greece 76 86 &
Hungary 27 « . 76
Polan ° 70 ~ 90
Rousnania 29 57~
Russia l§ . .0 20
Yugoslavia “Heavy repairs #vaiting ~ 7
o reopenirfz of repair shops” -
Source: International Financial Conference (Brussels, 1920), Paper IX, The Europcan Transpofiw
Situation. N "
TABLE 2

e Indices of Industrial Production end If/[ining
o

1928 = 100*

® 1913 1919 1920 1921 1922 1923 1924 1925
Frénce 79 45 49 43 61 6 8 84
Ttaly” 63 58 59 6l ~61 72_ 8 92
Belgium - 73 . 54 47 61~ 70 27 75
Western Allies? 74 49 52 49 63 70 83 85
Neutrals? 29 3 78 69 73 718 83 88
Germany 98 37 54 6 710 46 69 81
Caechoslovakia 73 58 53 6 61 71 74 78
Austria 85 34 4 54 65 69 76 84
Other Courttries® . . . 59 74 74 77 77

Central and Eastern Europe 92 39 53 64 70 54 71 80

Total Continental Europe 84 47 56 59 68 63 77 83

* Although figures for 1913 are included in this table for most countries, they are in a number of
instances of too doubtful comparability to be used as a base for the index in preference to a post-
war year, The year 1928 is the base year given in the source on which this table is compiled. This
basc of course makes the level of production in the early post-war years appear lower than it would
have, had a 1913 base been employed.

1Including Portugal. -

2Denmcrk, Netherlands, Norway, Spain, Sweden, Switzerland,

3Denmark: 83, Spain: 61, Switzerland: 108, -

4 Excluding Netherlands and Norway.

® Bulgaria, Estonia, Finland, Greece, Hungary, Latvia, Poland, Roumania, Yugoslavia.

Source: Vierteljahreshefte sur Ronjunkturforsch Sonderheft 31, (Berlin 1933), pages54-66. The
group totals have been calculated with the help of ~he w'ei(ghl.s given )ct‘nppgae"?‘ of this
source, In a few instances totals have been given though figures were not available for all

countries in the group; except in th i
petnitriyed it da a;).'m a"‘p c case mentioned in footnote (4) the importance of the
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The available ndaterial was, moreover, podtly utilized. Lack of coal often
caused interruptions of traffic. Each country in Centrgl Europe prevented its
freighit cars from crossing its frontiers for fear that'they nightanot be re-
turned; this n‘ecessitated repeated reloading. The state of the roadbeds was
ofteri ‘inadequate fo rapid.traffic, aitdd many bridges were in a dangerous
state)»

The effects of the shortagas of differ®nt classes of capital proved cumula-
tive. Lack of foodstuffs was one of the main causes of the reduced produc-
tivity in certaid greas. Lack of coul hampered traffic®as wellsas production
in meay branches of industry. Inadequate transport prevented industries
from beipg gup;;,lifd with coa] anll raw materials, and the towns with food.

+ The slow resumption ofs production affected exports gnd reduced the power
wof Europe to purchase fo?dstuffs, raw materials, railway material and ma-
chinery abroad. .

The result of all these factors was a very low level of aggregate industrial
production in 1919, In Table 2 are given indices of industrial production
(including mining) for six of the most important industrial countries
separately, ahd for three groups of countries in Continental Enrope.!

These group-indices are shown graphically in Diagram 1, where the pro-
duction in Contiventa] Europe is also contrasted with that in the Unitetl
Kingdom and the United States.

*

- v DracraM 1 »
Indices of Industrial Production and Mining
1928 = 100
-~ I H
10 ) REZXE 100
5 R
o . . . .,.7«'9%, i %0
80 i L — 80
AN i PR /v
N, g \. . / g
70 & N Vi R K 47
’ LR N
X VY
60 ,’ ’-_o . 60
J \Y4 e
1) S . / . RE:
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=== WESTERN ALLIES = ees CONTINENTAL EUROPE
30 - o = == NEUTRALS eeces UNITED KINGDOM 30

=—— CENTRAL & EASTERN €UROPE 0enmo UNITED STA‘I'ES' L

1 1 [ 1 1 ] I 1 L X
1919 1920 1921 1922 1923 1924 192§ 1919 1920 "1921 1922 1923 1924 1925
% 1IN 86,

0
I “Continental Europe™ in this volume means Europe with the exception of the Ulited Kingdom,
Eire, Iceland, the Faroc Islands, the U.S.S.R. and Turkey. -
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It will be seen that only in the neutral countries—in so far as the data for
these countries are available—was production relatively high in 1919 and
1920. In gzechoslovaﬁia and Italy it was much better maintained thgn in
the other belligerent countries. In so far as can be judged 'from,,these rough
figures for Continehtal Earope ‘as a evhole, industrial, production was less
than half of the 1928 level in 1919, and between 50 and 60% of this-level
in 1920. On a 1913 base the indicesrwould be 56 and 67 in 1919 and 1920
respectiveiy. -e e

Similarly, gs shown in Table 3, tfxe total production of cereals in Conti-
nental Europe in 1919 was only two-thirds of the prewal level, and. total
supply was only slightly greater. . ~ <

° TABLE 3

Indices of Production and Supply of.Cerealst
in Continental Euroge

1909/13 = 100 )
1909-13 | 1919 | 1920 | 1921 | 1922 | 1923 | 1924 | 1925-29
Production - 00 | 67 | 72 | 8L | 77 | 90 | 8 97
Total supply® 100 | 70 | 74 | 85 | 80 | 92 | 83 | 100

I Wheat, rye, barley, oats and maize.
Production plus net import.

THis, in rough outline, was the economic situation. But the plight of Con-
tinental Europe can hardly be grasped from econcmic dafa alone. =

To alleviate the economic difficulties of the moment, the countries of Con-,
tinental Europe were naturally anxious to obtain from abroad, not only food
and raw materials but capital goods to replace those lost or destroyed and
also, pending the resumption of a more normal rate of industrial production,
some of the consumption goods which the population had foregone during
the war, The difficulties which these countries met in trying to cover their
requirements on the world market can only be understood in the light of the
economic situation of the world as a whole,

In the spring of 1919, after a few months of hesitation on the world
markets, prices started again to rise. With wartime controls, especially in the
United States, almost instantaneously abolished, pent-up demand exercised
a potent influence on prices. The very rise in prices stimilated further de-
mand for speculative purposes. Borrowing expanded rapidly, as Govern-
ments, anxious to fund their large fioating debts, were loath to promote or
even admit a rise in interest rates. In the resulting postwar boom, the’
nations which could mobilize foreign assets or obtain credits were able
to buy supplies all over the world while the purchases of other'natiofs were
restricted at once by their lack of means with which to purchase abroad and
by the high prices, At the same time, the virtual elimination of Russia as a

source of supply increased the dependence of Europe upon imports of primary
goods fromrthe west. -
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In the sellers’ market universally prevailing it was at once very necessary
and very diffiult to make international arrangements for providing the
counigies of Europe with essential foods and raw mhterials on geasonable
terms. In the chapters that follow an estimate is made of the supplies Con-
tinental Europ? actually obtained frora abroad in 1919 and 1920 and of the
resou2¢es by means of which these imports were financed.



CHAPTER II

THE PRQVISJON OF CONTINENTAL EURORE WITH
OVERSEAS MERCHANDISE, 1919 AND"1920

. o)

Trade statistics in the years 1919 and 1920 do not exiSfor all'cguntries,
of Continental Europé, and those that do exist are not in all cases satisfaca,
tory. It has, nevertheless, proved possible to_estimate the oversea trade of
Continental Europe in foodstuffs, raw materials and semi~manufactured and
finished goods during 1919 and 1920, and at the same {ime, to show sepa-
rately the imports from the United Kingdom, the’ United States and other
oversea countri€s. The figures given have been derived mainly from the trade
statistics of the importing countries; but the statistics of the exporting coun-
fsies have been used when import statistics were lacking and as a check for
the,whole calculation.! For 1919 use has also been made of the information
available on relief deliveries;* in a number of instances, which mainly con-
cerned minor items, estimates had to be made. . o

Owing to the variety of sources which it was necessary to use and the gaps
in the information, the figures are necessarily rough—though the agreement
of the results obtained from the import and export statistics is reassuring.
A possible source of error arises owing to the necessity of cofiverting the
national currencies into dollars. Conversions have been made throughout at
the averagg yearly rates of exchange and in cases where the exchange rates
showed violent fluctuations and the flow of trade was not regular throughout
the year, the annual value as calculated in dollars may be somewhat different
from the value that would have been obtained if, for instance, monthly trade
figures had been multiplied by average monthly exchange rates.® It is, of
course, impossible to assess a margin of error for estimates of this nature,
but the figures for 1919 are not likely to be wrong by moré than 10%, while
the figures for subsequent years are certainly more accurate. ’

Inforpation has been collected for 1913, 1927 and 1937 as well as for
the years 1919 and 1920. The year 1927 may be considered as a standard"
of reference for the early postwar years. It represents as nearly as possible

1The results obtained from the import and from the export statistics ar % Ki
] port | 4 ¢ approximately the same.
:gf. League of Nations, Relief Deliverics and Relief Loans, 19191923, Serlegpll. 1943, IyI.AJ-
b wausI pos:nble in the case of certain countries to calculate the dollar value of total imports month
u};gon and to check the annual totals with these figures, In the case of Italy, for the year 1919,
the mgm‘-ﬁ agmcd at in the two ways agreed perfectly, In the case of France, imports according to
the onthly figures converfcd into dollars were lower than when the annual total figure was converted
s l;ha:vem;e annual r:‘;!c. but even in this and siinilar cases there scemed tg be no justification for
plying a corltction, based on the trade of a country with all other countries, to the trade with

oversea countries, and still less to apply it to the trade in the three groups of commaqdities severally.
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a “normal” year of the interwar period, Figuyes for 1913 and 193‘7 are given
in ordsr to illustrate the trend of the structural changes in Europe’s ovirsea,
imponts and in order to give some rough picture of the demand of Continental
Eurofe for commodities from overseas shortly before the outbrézk of the
present war.- > ° - ’ s .

AL\ the figures in Tables 'S and 9 are given at current values and at the
prices ruling in 1927. To “deflate” aggregate trade values by a price index
is in gny case a rather delicale operation and small ghanges in the®resulting
“quantum” figuges between one year.anl another shou]d be ignored,

’Phr\price indi®es chosen for the purpose of this deflation ake the indices
of the “average zalues” of goods eptering into the trade of the Uhited King-
dom. Thcse indices are available by groups of comrhodities. In deflating the
*values of Table S, the imfiport price indices for food and raw materials have

*Been used for all imports cf these commodity groups into Continental Europe
and the average of the United ’Kingdom indices for the imports and for the
exports® of finished goods have been applied to all imports of this group.
The indices, after conversion from sterling to dollars are as follows:?

TABLE 4
Indices of Dollar Prices
1927 =100
Y ear. Food Raw Materials - Finished Gocds
18!3 70 79 70
1919 159 173 153
1920 151 171 163
1927 100 100 100
1937 76 82 81

-The results obtained from these calculations are set out in Table § on page 14.

The high value of imports in 1919/20 was caused very largely by the
high prices ruling, The quantum of imports in 1919, while not substantially
less than in 1927, appears to have only represented five-sixths of that in

3The difference in the movements of these two indices was quite small, .

3 Comparison with the development of wholesale prices in the Unned States shown below—which
have the advantage of being currently available—sh that, in to 1927, British import
Prices in 1919/20 for raw materials and for finished goods were higher than the prices in the United

tates, 2 fact probably rhainly due to high freight rates.

Indices of Wholesale Prices in the United States

1927 = 100
All Commodities Farm Products Raw Materials _ Finisfied Goods
1913 73 72 n 72
1919 145 159 151 137
1920 162 152 157 158
927 100 100 100 100
7 . 20 9 87 83 92
Dec, 1942 106 114 110 105

The average fi lution In values that took place during the course of
that year, gl‘h;%:;g ::;;eoflou:::lng“i?)ll;}‘;o ‘:1:3 be judged better from the following monthly figures:

January 1919 41 155 145 136
May 1920 {75 171 169 167
December 1920 127 . 108 . us 134



‘TABLE 5
OQwverscas Importst into Contt’nental Europe

I. Foodstuffs (including live animals).
II. Raw materials and semi-manufactured’ products.
* III. Finished goods. B

i ) . Of which from?
Total United Kingdom? ' United States  » Other Countries®
° Of which: 3 Of which: " Of which: Of which:
Tota? I II III | Totad I II III {Totat I " 1II Ii‘lj TJotak 1 m® ur
A Values st currencprices: | o ol 6 s s g a2 12 18 2
000,000,000° 191 X . . . . K . . . . . . .
% 1000s) 1919 98 38 36 23 2,6 J3 10 13 41 19 13 9 31 16 13 1
1920 7.6 25 35 16 21 1 10 10 29 L1 13 5 2.7 13* 13 P
1927 63 20 34 9 12 1 6 5 1.6 S5 9 3 L 34 14 19 1
1937 50 14 29 ) 1.0 1 5 3 . 5 2 32 1.; 19 1
> R Ay
B. Values at 1927 prices: . N
$(000,000,000's) 1913 72 22 40 1.1 14 d 7 7 1.5 4 9 2 43 17 23 3
1919 60 24 21 15 1.6 2 6 8 25 12 7 6 19 10 8 1
1920 47 16 21 10 1.3 1 6 6.1 17 7 S 3 1.6 8 7 .1
2 1927 63 20 34 9 1.2 .1 .6 S 1.6 5 9 3s) 34 24 19 .1
1937 62 18 35 9 1.2 .1 6 S 10 a1 6 3 40 16 -23 Jd
el
C. Quantum indices: 3 7
1927 = 100 1913 115 109 117 122 18 8 121 127 90 8 103 69 126 21 122 235
s 1919 | 95 120 62 167 131 ;165 101 160 135 255 83 2}2 54 72, 40 82
1920 75 83 61 107 105 72 95 125 108 156 98 i 4e 48 60" 30 53
1927 100 100 100 100 100 100 100 100 100 100 100 100 100 106y 100 9100
» ? 1937 99 91 104 96 97 62 104 %6 61 24 673 100 118, 116 » 121 88
1 The term “overseas imports" {s used for convemence to denote imporls f:pm outside the continent. (Actually impoXs Ytom the U.S.S.R. and Turkey arrive m
part by rail, theugh in 1919 and 1920 the were ) Imports from countries within Continnt. Europe are excluded,
2 United ngdom Certain European countnes in their import statistics appear to attribute to (he Um(ed ngdom ap mon ~ lhe yerseas qalu&s sent
to them through that country and i d in its It that the d were a a={ in the five years in ques-

tion: §250, $450, $300, §250, $60 million (cf. also League of Nntlons, Europe’s Trade, page 17). The unporr.s attributed m this table to the United States and
to_other countries, parucularly to the latter, would be too low by the same amounts,
2 Total imports from the U.S’S.R. (Russia) were, in dollars (000,000,000's), at current prices: 1913, 0.82; 1919f-) 1920, ~—; 1927, 0.23; 1937, 0.14.



TABLE 6

, e Export of Finished Goods from the Wniled Bingdom to Cgntfnental Ef;:pe e
Quantities © £(000,000's)*
Unit 1913 1919 1920 3. 1919 1920
Cotton yarn Lbs. (000,000’s) 130 134 89 9.6 v o210 * 27.3
Cotton picce goods Yards (000,000’s) 442 851 479 . ¢ 8%6 54.8 449
Other cotton goods . 3.3 11.0 9.0
Linen piece goods Yards (000,000's) 9.5 31.3 9.4 0.4 v 3.6 2.0
Woollen yarns Lbs. (000,000's) 66.7 260 23.2 6.2 e 112 9.3
Wooflen piece goods Yards (000,000's) 35.4 116.8 1114 6.9 , - SL6 449
350 159.2 1374
Apparel 3.6 10.6 13.1
Chemicals, drugs, dyes and
colours 74 9.0 10.3
Coke and other manuf. fuel, Tons (000's) 1746 2814 3366 1.4 7.8 d 17.9
Machinery Tons (000's) 191 117 187 oY +129 226
Iron and steel and - ¢ -
manufactures of Tons (000's) 122 ) 102 110 10.6 265 370
“ All other manufactured goods 32.6 692 100.3
Total . 1003 |, 295.2 3386
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1913. In 1920 the import quanfum was not even two-thirds of what it had
been in 1913, and was a quarter below the level of 1927. Thft the quintum
of importsdn 1919 was not higher in spite of the great and pressing neéds of
the Eur6pean popylation and the depletion of stocks must he attributed
to the difficulty of obtaining credit, to the dlsgrganw;_d stafe of industry,
which would have affected the demand for raw materials even if thef' had
been a.vaslable, and to shipping difftulties. What the real needs of Europe
were, it is obviously hfpossible to gauge. We only know how mudi she
obtained and.that the general pressure ‘of demahd on world’ markets leg to
a rapid rise-in prices while the urgency of her needs contrmuted in }V/.,mall
measure to the depreciation of her currenties.. et

The quantum of the imports of foodstuffs, which were more hberally-.
furnished than raw materials, was some 10% higher in 1919 than in 1913~
and 20% higher than in 1927; the quantum of raw material imports, how-
ever, was 47% lower than in 1913 and 38% lower thafl in 1927. What is
perhaps most striking is the very large import of fmlshe(i goods, which was
36% above the 1913 and 67% above the 1927 quantum. These large pur-
chases reflect Doth the great demand for such goods on the part of a popula-
tion which had not been able to buy them for a number of years, and the
emporary inability of the local industries to produce the cGmmodities desired
owing to the time involved in the reconversion of plant, the purchase of raw
materials from abroad the assembling of a labour force, efc. :

It is not possible to give a detailed picture of the manufactured goods
imported in these years. More than half of these imports came from the
United Kingdom. An analysis of the British exports to Continental Europe
in 1913, 1919 and 1920 is given in Table 6. In this table quantity figures are
given when possible. With respect to the value figures it should be borne in
mind that British export prices in sterling for finished goods were in 1919
about 175% and in 1920 about 250% above the 1913 level. ’

The American trade statistics do not readily lend themselves to a similar
summary. The following data concerning certain durable goods exported to
Continental Europe are, however, worth noting:

TaBLE 7 -
Exports from the United States to Continental Europe
L]
Quantity $(000,000's)

Unit 1913 1919 1920 1913 1919 1920
T — Nos. we | 22432 | 12285 | 005 [ 498 | 231
Steam locomotives ...... u 3 318 721 0.02 116 274

Automobiles: . .
passenger cars “ 3,760 | 12,812 | 23615 3.1 16.3 299
commercial ..., “ 49 6017 | 2798 | 0.08 202 7.6
Total automobiles ...... 32 36.5 315

Vd
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Of the food imports in 1919 ong-half can from the United States and of
the mdhufacturdd goods considerably over a half from the United Kingdom.
The Righ figure. of food imports in 1919—a total value of $1.9_billion'—
reflects to a large extent relief deliveries. . >

The total value of i:nports from the Ynited State?in 1919 amounted to over
$4 biflons and from the United Kingdom to over $2.5 billions. In 1920 the
total from these two countrieg was $5 billions ($2.9 from the U.S. and $2.1
from *the U.K.). The following table gives the pertentage distribution by
groups of commdities and By certzift areas of originLe ., ,

T gantum Of imports in 1920 of both finished goods and foodstuffs
dropped’ oboC’t 35. %, while the,quantum and value of raw materials imported
,remained'approxxf?lately,unchanged. The decline of the food and finished
.Coods imports? reflected no doubt to a certain extent some revival of agricul-

ture and industry, but mor& important were the cessation of large-scale relief
deliveries by the autumn of 1919 and the increasing difficulties experienced
in the purchase of Tinished goods abroad as foreign assets became exhausted.
.The analysis of the tzade of Continental Europe as a whole, to which the
preceding pages have been confined, hides important differenices within that
area. In Table 9, therefore, the Continent is divided into three groups of
countries: the We.sterr}‘ Allies; the Neutrals, which had suffered relativel:s
little permanent damage from the war and had accumulated large foreign
assets during it; and ¢he rest of the Continent, Central and Eastern Europe,
which caiitinued to be subject to the blockade till well into 1919.2 Warfare
and civil strife continued over considerable parts of this third group after
November 1918; boundaries were at first undefined; and the whole mecha-
nism of government and administration was so weakened as to render in-
flation almost inevitable. Probably for this group* the figures err on the low
side. Moreover, the imports of this group from the remainder of Continental
Europe did not decline to so abnormal a level as those from overseas.®

:Blllion is used throughout in the sense of a thousand million. with a decline of onl
4 e B T S f e, S e o ol el o S
ﬁndings. I: i-?r‘:}mte(:ol%:'?%ot‘a‘:cle? tlhgewi'mi:)ov:togt c:rZals:‘i:ncreased by 8% from 1919 to 19‘20.‘ w'hile the
quantum index of food imports from all countries as calculated by the * & de la

Erance” declined by 22%. . .
9The blockade wis rz‘scd in April 1919 for Poland, Czechoslovakia, Estonia, Austria, Turkey,
Buigaria, Roumania and Yugoslavia; at the end of June of that year for Germany. 'k
. To break down the data presented in Table § for smaller groups of countries increascs the nsI
error. Errors which cancelled out in total figures for all countries may appear in the up (ol:;ls
and affect the comparison of different years within the group as well as the comparison ;é““; hc
groups, Errors which were small relatively to the Continental total are larger in proportion ) the
lotal of any one of the groups. The risk is greatest in the case of the group of “Other Countri ois.
The figures for this group, which represent about one-third of the total in 1919 and 1920, are less
reliable than those for the other two. Though great care has been taken to check or snppleénen't) _thc‘:
trade statistics of these countries with other data, the final results arc necessarily rough and subjec
to a rathe® wide Margin of error.

5The value of § f thi Ap (“Other countries”) from North-western Europe (that is,
from all other cm,’,'.':.’-’;"c:‘f,f°c°m?n§,f&|pm(.mpc except Italy, Portugal and Spain) was as follows, in
billion dollars at current prices: Of whick
Year 1 n i Total  into Germdhy
’ 0.9
1919 0.3 03 - 05 1.1 o
1920 . 02 0.2 0.3 0.7
1927 0.3 04 04 11 0.8

A conslderable sfiare of the imports in 1919 and 1920 undoubtedly consisted of inferlor-quality goods
*eleased from war-time stacks in the cxporting countries. ° .



TABLE 8

Continental Europe: Percentagq Distribution of Overseas Imports

Of which: o,° . °
Commodity groups ®  Countries of pro
United United Other
Year Total I I7 Ir Kingdoml | States countries, L
A. Values at current prices 1913 100 28 57 15 20 21 59 |
1919 100 390 37 24 26 ° 242 32 —
* 1920 100 33 46 21 28 37 3 35 L
1927 100 31 54 15 9 . 26 55 '
1937 100 27 58 15 19 - 16 65
B. Values at 1927 prices 1913 100 30 55 5 T2 s 20 60
1919 100 40 35 25 27 2° 31
1920 100 34 45 21° 28 37 35
1927 100 31 \.1 54 15 19 26 55
1937 100 20 56 15 19 16 55 65

Noix: This table is based on the same figures as Table 5 and reference is mede to th notes to that t2bld.

11f adjustment is made for the amounts indicated in footnote (2) to Table 5, thé share of the United

five vears in question (at current prices): 16, 22, 24, 15, 18.

3 .
Kingdqm w3ul,d work out as follows for tite

N

a



1. Foodstuffs (mcludmg live animals).,

TABLE 9

Overseas Importsl into Continensgl Europe, by Groups‘ of Cauntrics;

.

YI. Raw materials and semi-manufactured products,
III. Finished goods.

-

o' 2 -
: All Western Allies? Néutratst Other Countriest
Commlies Of which: » Of which: . Of which:
Tot 7 2

% Vrotad 1 I NI |Tow I -0 I Tga 1, 1

A. Values at current prices 1913 54 20 S 1.3' 3 1.3 Se 6 -2 21 6 1.3 3
$(000,000,000’s) 1919 98 5.9 2.1 25 13 25 8 10 7 13 9 Jq 3
1920 7.6 39 1.2 20 J7 2.2 K 10 %6 | 15 g K 2

1927 6.3 25 8 1.5 2 14 S5 5 4 a3 J7 1.3 3

. 1937 50 21 6 1.3 2 1.2 3 6 3 16 _ 4 v 1.0 2

B. Values at 1927 prices 1913 7.2 27 J 1.6 4 19 8 3 3] 27 7 1.6 4
$(000,000,000's) 1919 6.0 3.6 1.3 14 9 1.6 S5 6 S E} 6 "1 -4
1920 46 24 8 1.2 4 1.3 4 6 4 1.0 5 3 2

1927 6.3 25 8 15 2 14 5 S 4 23 7 1.3 3

- 1937 6.2 2.6 3 1.6 3 1.5 4 a4 21 6 %12 2

?
C. Quantum indices 1913 115 107 84 105 208 138 174 146+ 82 | 41t 95 119 ® 116
1927 =100 1919 95 145 167 395 430 112 104 109 125 35 8 .

1920 75 97 102 77 223 95 80 108 101 40 65 25 45

1927 100 100 100 100 100 100 100 100 100 | 100 100 100 100

1937 99 106 99 106 128 140 92 129 103 | » 86 83 92 73

1“lncludmg fmports by land from the U.S.S.R. and®Turkey (negligible in 1919 and 1920).

2France, Belgium, Italy, Portugal,
Netherlands, Worwny, pr:_xlln, Sweden, Switzerland.

3 Den

4 Germany, Austria,

ungary,

ug

, Bulgaria, Roum:mm. Greece, Finland, Es(onia. Latvia, Lithuania, Poland.



TABLE 10

Continental Europe: Indices of Impords of Certain Row Materials (by weight)

1927 =100 ]
Western Allies* Neutrals? . Other Countries® N Tot;l
1919 1920 1921 1919 1920 1921 1919 1920 1921 1919 1920» 1921 °
Cotton 70 86 69 75 79 74 17% 31 60 245 4 59 65
Jute® 85 63 51 43 60 44 1* 28 58 39 45 51
Rubber 69 59 43 150 190 200 10% 30 50 52 58 58
Quantum index, j >
raw materials 99 80 | . 109 106 | ... 9 272 | e » 65 64 | ...
p ] hd A E)
Al -

1 France, Italy, Belgium. 5
2Spain, Sweden, Norway, Netherlands, Denmark, Switzerland, N K
d Greece for all t‘l'n'ce +materials; further, Poland (cotton and jute) and Finland, Estonia,

3 Germany, Austria, Hungary, Czechoslovakia, Roumania an:
Lithuania, Bulgaria (cotton). »2

+ Figures in original source partly estimated.

Afapted from data in Internationad Labour Office, “Enquiry into Production,” Vol. 41, Part II (Géheta, 1923), =d Intsmational Yearbogk of Agricul-.

tural Statistics. ~
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Ho‘wev?r th;s may bt?, .the diffenences between the data for the three groups
of countries are so strlk.mg as to remain- significant,even after making al-
lowance for a wide margin of possible error. Thus, though the “quantum” of
goods imported by Continental Europe as«a whole was>only about 5% less
in 12}‘9 than in 1927, the*Western Allies imported about 45% more and
Central and Eastern Europe about 65% less than in 1927 and the decline
in thg “quantum” from 1919 to 1920 was alindst entirely attributible to the
Western Allies, It was this group .t.‘lat:\vas mainly responsjble for the large
impe<t of finished goods from overseas in 19192 * y .

The;'é’sabi‘lity,,of the raw material imports from, 1919 to 1920 mentioned

, earlier was not g&nmon,to the three groups. The raw material imports of the
o “Western Allies, which had a greater opportunity to reconstitute their depleted
stocks in 1919 than had tha other countries, and which also were more
severely affected §y the depression which began to make itself felt in the
middle of 1920, declined, according to the “quantum” indices, by 20%
from 1919 to 1920. In"the neutral countries these imports semained almost
stable; in the other countries they increased very largely, tholigh remaining
still far below normal. »

In view of the sotewhat speculative nature of the “quantum” figures
given, it is desirable.to compare them with direct information on quaatities.
Such a ¢dmparison is possible for three raw materials, cottgn, jute and rubber.

It will be noted (i) that the imports of each of the three materials into
Continental Europe as a whole were far below normal in both 1919 and
1920; (ii) that in 1919 the neutral States imported larger quantities, in
relation to 11927, than the Western Allies (with the exception of jute) and
far larger quantities than the group of “Other Countries”; and (iii) that
the imports of the last group increased sharply from 1919 to 1920 but even
then were only about 30% of the 1927 imports. Table 10 thus confirms the
evidence furnished in the earlier tables.

The following table, relating to the weight of certain raw materials im-
ported into Germany, also brings out clearly the extremely low level of these
imports up to the second half of 1921. In 1922, however, raw material im-
ports increased considerably, to decline again—except in the case of coal—
in 1923 at the time of the occupation of the Ruhr. »

o in thi mport of finished goods from overscas in 1919 is
T e R A T bk

}:‘l this st?dy accclding to the correctipns applied to them by M. P. Meynial in the Revue d’Economic
olitique, 1925, p, 13, -

'Af‘tlcr a visit ?o rlnost countries In receipt of relief in October 1919, Sir William Goode, the British
Director of Relicf, observed that he was “absolutely convinced that to continue to provide food (to
Poland, Yugoslavia, Czechoslovakia, Austria, Hungary and the Baltic countries) without 3t the same
time providing raw materials on which to re-establish industry (was) merely to aggravate the prob-
kﬁm of Europe.” (“Economic Conditions in Central Europe,” Parliamentery Paperg, Misc., Series

0. 1 [1920].)
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TABLE lle
. €
Germany, Indiceg of Imports of Certain Raw Materials, by Weight
1913 = 100
3 < v p ) — ‘:
: r  Texile Materials
Year and o I =
Halfeyear Ores |« Qils Coal *Total Cotton Woo£
— - ‘
| 5 26 15 20 18 28
1920 gy 4“ 34 16 28 3 23/
(3 ¢ ”~
I 35 ° 30 20 | 40 ro.. el
1921 11 49 70 21 66 68 80
X 73 55 37 it 56 141
1922 11 77 67 127 [ S5 .52 74
2 1 23 42 198 51 44 87
1923 3 13 36 140 <. 38 64

)
Source: Wt'mchaft und Statistik, 1921-1924,

® In the interpretation of these figures two factors should be taken into ac-
cout; first, the release of government stocks, which is discussed below, and
secondly, the reduction of the German Customs territory through the separa-
tion of the highly $ndustrialized territories of Alsace-Lorraine, Luiemburg,
the Saar and South-Western Poland. The textile industry of Alsace, for
instance, represented 10% of the total German capacity in 1913;* the loss
of the iron industry was put at two-fifths of the prewar capacity.?

1 Wirtsdwﬂ und Statistik, 1922, page 103,
2 Wirtschaft und sum.mk 1921, page 517,



CHAPTE.R III

,THE BALANCE, OF PAYMEN'ES; OF
~ SONTINENTAL EUROPE, 1919-1920’

(1) Currdnt Tra%n&o.tiang.

, » During the war the excess demand of the "Allied countries for foreign
exchange had been met b); credits, first from the British and later from the
United States Trea3uries, and the currencies of the United Kingdom, France,
Italy and Portugal had been “pegged” at levels only slightly below their
respective parities. Pegding was stopped, however, in March 1919, though
United Treadury credits continued to be used by the Allies subsequently. As
shown in the preceding chapter, the gross imports of the continent of Europe
from overseas in the two years 1919/20 amounted to about $17.4 billior2
We consider in this chapter how Europe financed these imports. »

In 1919.exports ware about $2.0 billion and covered 21% of imporls; in
1920 they were abbut $3.0 billion and covered 38% of imports. The distribu-
tion by the same countries of destination as were given in Table 5 was as
follows:

TasLE 12

* Trade of Continental Europe with QOverseas Countries,
1919 and 1920 combined

$(000,000,000's) .
Trade with
Trade of
Continental
Europe United United Otlier Overseas | Al Overseas
States Kingdom Countries Countries
Total Imports | * 70 an 57 174
Total Exports k] 2.3 19 5.0
Import surplus 6.2 24 38 124
1For the joned in fi 2 to Table 5, the imports origin.ﬂi;lz in the United Kingf

dom were nsmaller. by some $500 million, than the amount given in th_is Table.
h

The import surplus of Continental Europe from the 'U.nited States—$6.2
billion or half of the total import surplus of $12.4 billion—was ;ql.lal to
nearly 909% of the total recorded® export surplus of the United States in the

1Probably more nearly 100%, after taking into account the omission of freigh} etc., charges
in the U.S.A, igport statistics.
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two years 1919 and 1920' ($6,966 million). The net import st{rplus of Con-
tinental Europe from the United Kingdom of $2.4 billion—or% if q.llowunce is
made for gommoditieé’ recorded as imported from the Unitegl ngdq‘@ but
originatig elsewhere,! perhaps $1.6 billion—is remarkable singe the. I{nited
Kingdom herself had an tnusually large importnsurplu§ of £1,000 million in
1919 and 1920 combined, or roughly $4.1 billion. . o

Of the,import surplus of, Continental Europe for the two years combined
of $12.4 billions, it maf roughly be estimated that $5.7 bi.llions were firanced
by the exportaof. goldand from income dn accoustt of various services, etc,

. TasLe 15 | 3
Estimate of Bak of Payments of Contirg "ﬁape,
* 1919 and 1920 combined
S(OOO,OOO?OOO'S)O N
Import surplus - 124

Net gold export® A
. ‘e 123

Net insome on account of :

Ocean freight? 1.8

Emigrants’ remittances® 14

Expenditure of foreign armiesd 19

Interest and dividends® N

Touristst 3,

Relicf gifts® 1 LN

Miscellaneows services? 3 5¢6

Remained to be financed 6.7

2 Gold export by Germany to pay for relief: $250 million; net gold import of all other continental
countries: §150 million. L.

b Estimate for France, Netherlands, Norway, Sweden, Italy, Denmark, Spain and Greece. This
figure may appear high but the following rough check would scem to substantiate it, The net ship-
ping income of the United Kingdom was £400 million in 1919 and £340 million in 1920, or $3.0 bil-
lion for the two years bined, The of the 1 marines of Continental Europe in
the middle of 1920 was 79% of that of the United Kingd Hence the shipping income of Conti-
nental Europe in 1919 and 1920 would have been $2.4 billion had her ships earned the same amount
per ton as the British vessels, The contribution to the balance of payments of Continental Europe
was less, however, since the Continental merchant marines are likely to have spent relatively more
than did that of the United Kingdom on the purchase of bunker coal abroad and since allowance
must be made for freight earnings in waffic among the countries of Continental Europe.

¢ Based on the United States and Ar ine bal

of
9Based on French esti of the of the American and British armies in France
($736 million), and on the United States figures foi

r the occupation costs chargeable to Germany in

o far as these were not covered by reparation cash payments in the same ¢ear ($236 million). The
latter_figure for costs app 1 total costs, not the amounts
actually spent in Germany, It secmed desirable, therefore, not to raise the figure to take account of
the expenditure of the British army of ion, for which, , information is not available.
interest to note in this connection that, to finance the expenditure of the American Army

in the Aliied countries, the U.S. Treasury purchased franes, sterling, etc., the dollar equivalent of

which was credited against the advances for purchases of war material in the United States, Ex-
peaditure of the armies of occu

pation in Germany was partly effccted in foreign currencies,
partly in marks bought with foreign currencies. Thus the occupation constituted a certain, though
not very important, source of foreign exchange for Germany. P o -
¢ Estimate for France, Netherlands and Switzerland. -
f Estimate for France and Switzerland.
® Based on the Unlssd States balance of payments and League of Nations, “Relief Deliveries and
ﬁ‘eltlﬁta tl‘g;c\{z]l'i}.all&?ﬁzii The amount given in this Table is less than the loui of relief gifts recorded

nce a large part of the gift
Wit losuenen Be D ¢ gifts was made after 1920,

1¢f. Footndte 2 to Table .



-~

—25

Accbrding tosthis calculaltion, which ca

: 50t, of gourde, claim a high de Tees
of precision, :some $6.7 billion Tmust have been ﬁnanc,ed by the i%npoj of -

capital. The sources of this capital Import would Appear to have been as
follows. - a

(2)~Long-term c_apftal.

The most important lox'lg-term cdpital transactions in the, immediate
postwar period were intergovernmental loans.* Delring 1919 and up to the
esq of September 1920 the United States Treasury, fontilued to make cash
advanses 1 the Allies and to some of the liberated countries that were
technically coﬁﬁ'dered‘ as Allies, Additional loahs were granted by other
United States Government agencies, such as the United States Grain Cor-

TABLE 14
. Loans by the Unded States Government to European Governments in 1919 and 1920
$(000,000's)
For For other
Total Rlief Purposes
1. Treasury Advances 1,781 298 1,483
2. Loans by the B.S, Grain Corporation and 3
the American Relief Administration 142 142 »—
3. Loans by the U.S. Liquidation Commission 598 378 ~ 220
4. Loars by the War Finance Corporation 39 - - T30
Total : 2,560 818% 1,742
Adjustments: .
S. Repayment of Spanish loans 29
2,589
6. Advances to the United Kingdom 215 )
7. Loans for goods in Europe 361 576
Net Total, Loans to
Continental Europe 2,013
Notes:

L. Cf. Table 15 below. "

2, F{'nmal.e:guc of Nations, “Relief Deliveries and Relief Loans, 1919-1923,

3. Ibid., and Finsl Report of the United States Liquidation Commission.

4. i .

s, ic:p:?::: ::?Tx;gn'?l:mlned by the United States Government from Sp::'nish banks to finance
war purchases in Spain, Though this loan was not “inter-Governmental” this rg.l:\!ivcly small
item may conveniently be included in this table. ;

6. Cf. Table 15 below.

7. U.8, Liquidation Commission Loans to France and Bclgh;r;l. ed by the United Smc;
* Thi; 1, ual to the total direct relief loans gmn' y the Uni
after lgeﬂwgau:?(;%gprg;ﬁg:itg; eqe :)f Nations, “Relief Dellilllcr‘l?s - dl('; [(\’nnexl;l‘a:l; ]::Xl'(l l?l:}!"
column (10)) pl illion lent by the United States to the United Kingdom, T ly
for rcl?et‘(m))A\?s:siaszib?:;cnn,nTablc 23' p. 15). The small difference is due mainly to “rounding off.

1
i but it was underMood that the
1Most intergovernmental loans were short-term loans in form,
lending coun:iu would not ask for repaymept at short notice and all these lof.ns were, in fact,
funded in the "twenrtics,
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.poratlon and the Ameflican, Relief Admlmstratlon Furthermore, in January
1920 the United States War Finance Corporation was authorized to grant
credits to Amencan exphrters for a period not exceeding five years. In"the
hext few months it arranged a number of large credits for the exports of ¥ raw
materials and machmery, tda total valwe in excegs of $43 mllhon, of which
$4 million was repaid before the end of the year. rl In May 1920, howdver,
its activities were interrupted,by a rnfing of the Secretary of the Treasury
to the effect that Goverrifhents should cease extendmg credits for the stfinu-
lation of exports.?SincE the Governments &f the importing colintries usuy)y
guaranteed the credits granted by the War Fmance Corporation, tgese,;:redlts
are classed with intergoveramental loans in Talle 14,.abovens e ®

Table 14 shows the total amount advanced by Urlited States agencies in,
1919 and 1920 and the extent to which these advances covered (a) rehef
and (b) other goods and services. .

In order to arrive at the amount of intergovernmental crezits to be entered
in the balance of payments for Continental Europe-three adjustments have
been made. Ingthe first place—a minor item—repayment by <he United
States Government of a loan from Spain has been included.® Secondly,
Teeasury advances to the United Kingdom have been gxcluded; and in the
thirde place a deduction has been made for credits granted by the United
States Liquidation Commission on goods which are not entered in T,able 12
as imports from the ®United States.*

After these adjustments a figure of approximately $2.0 billion is obtained
for the intergovernmental loans from the United States to be entered in the
balance of payments of Continental Europe. -

Detailed information on the relief loans granted by the United States
to Europe will be found in another League publication.® Table 15 shows
the nature of the expenditures made by European Governments against
United States Treasury credits, in so far as these expenditures were reported
to the Treasury for the period from December 1st, 1918 to November 1st,
1920. In this period expenditures were, reported at $3,066 million. This
ssum includes, in addition to loans received in 1919 and 1920 ($1,781
million), amounts spent from loans obtained previously and further, 2
sum of $679 million representing the value of domestic currency sold by
Allied codntries to the United States Army for its expenditure abroad.

:Rke;de-.n of Ecanmmc Stau.mcs, 1921 page 185
gue of 1 Fi “Reli -
~mopgue o . X Paper X, “Relief Creditg and the Pro
3Cf. note 5 to Table 14,
41t s;xll be observed that of the loan:

s by the United States Liquidation Commission, $598 million,
1 mil“on have been deducted on this account. The difference represents United States Army
i d in imports as recorded in Table 12,

League of Nalions, “Rellef Deliveries and Relief: rLoans, 1919-1923.”
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TABLE 15

. n
Lxpenditui¥st in the United States Reported by Foreipn Governments 7
credits established by the United States Treasury arf{ Treasury :dvaaf::: *
Decentber 1, 1918 to November 1, 1920 -

$(000,000'sy) -
Y 3

Purchasing Governments .

B -3 ® " b
S -~ Ve K]
'g » § 2 .§
8 9 g 8
3 b § § hy a '§ § § 3
S & g ¥ ¥ 8 2 § F
&~ 1) b N2 R U U N
Munitions - 8 153 159 29 7 — — — _
Food, tobacco & .
other supplies o . L1338 537 429 153 19 — - -
Relief - 298 16 54 16 125 49 — 23 15
Transport & Shipping 112 —_ 68 43 1l 7 — — = -
Interest 296 118 144 28 5 A — =
Maturities 176 46 130 —_ —_— = — —_ -
Silver - 131 129 2 = - = = = —
Not Specified . l 567 130 329 85 2 7 15 — —
"
- v v
Total E::"penditurc;" 3,066 1,129 1,314 354 159 56 15 23 15
Less:
Foreign Currencies
bought by U.S. 679 341 332 4 I — = = -
Net Expenditures: K 2,387 788 982 350 158 56 15 23 1S
Expenditures made from
advances, granted before A
December 1, 19182 : 217
N% Advances made
ecember 1918-
October 1920 2,170 401 956 541 164 56 15 23 1§
Advances made duging
December 1918 389 186 86 85 32 - = = ==
Advanc ade duri
1919 ca.sn:‘!l1 1920 e 1,781 215 870 456 132 56 15_‘ 23 15

Source: Annual Report of the Secretary of the Treasury for the Fiscal Year ended June 30, 1920,
345/8,

pages 3 ) .
° 1Exchding ¢ di for “Rel " totalling $409 milllon which are offset m“the
tot%l net expgendltures by the inclmiox:l. in the &ourc&osl:rxgi;ll:‘tﬁls table is based, of an item “Re- .
imbursem: ni States credits to other 3
is: aﬁ:guﬁo;: gu::id“ a residual jlem and includes, therefore, expenditure made butdn:‘t
reported. The balances available to the Allied Countries owin(g to unused advances .—m:i t:catc
this study as short-term assets and their use as a movement of short-term capita},. 9(6,3 1;_ Ta.) ©
The table gives “total expenditures . . . as,reported by the UK, to SO.VI.} 19, yi nncf:iﬁc
3111920, by Italy to.31.VIIL1919, by Belgium ‘to 28.IL1920, . . . and in addit! on certain spe
"

expenditures to 1.X1.1920,

-
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The pos;war loand graated by the United Kﬂlgdom Government fo Gov-
ernnients of Continental Europe were as follows:

o £(000,000) = $(000,000'$H~
Relief Loans® 19 |
General credits 162¢ ? 695
—— —
Total Loans 181 786
L L4

° .

The period during, which these loans, were given runs from April 1st,
1919 to March 31st, 1922. In the fistal year 1919/20 genernl credits totaifed
$571 million, in the following fiscal year, .$80 million—a total pf $651 mil-
lion. As the rate of lending in 1919 was muth higher tlen in 1£21, it is
reasonable to assume that the total in the two years 1919-20 was not less,
than $800 million.! . .

There was no substantial net import of capital into Continental Europe
on account of loans raised abroad other than inter-Gowernmental loans.
Capital issues in the United Kingdom for the account of the Continent were
negligible. Cagital issues in the United States for the account of, Continental
. Europe amounted to over $200 million in the two years 1919-20, but they
were almost completely offset by the repayment of loans falling due.? '

Mention may be made of the fact that, not only in 1919 ahd 1920, but also
in the.next few years loans issued for the account of Continental Europe in
the United States and the United Kingdom were directed glmost €xglusively
to the countries of *Western and Northern Europe. The unsettled financial
and political situation in Central and Eastern Europe led to an unwilling-
ness to grant long-term loans to countries in this area, and, in sharp contrast
to the period of 1924 to 1928 which is given in Table 16 for purposes of
comparison, they obtained only a small proportion of the loans floated.

There was a very large import of existing securities into the United States
(nearly $1,000 million in the two years 1919 and 1920) of which a large
part came no doubt from Continental Europe. It has been estimated, for
instance, that the Netherlands sold over $200 million of foreign bonds in
1920 alone.® The total value of the bonds sold by countries of Continental
Europe in the United States cannot be ascertained; in Table 17 below, 2
figure of $0.7 billion has on somewhat slender evidence been inserted. '

2Reference may be made in passing to substantial credit transactions between Governments of ’

go_nﬁnen:?l‘liumpe lh?n‘]_y lgler the war, though such transactions did not, of course, affect the
of

alar Europe taken as a whole, The French Government lent
million to other European Governments in 1919 and 1920, and $343 million, after deduction of nxﬁg?
m]e;ﬂfsﬁn the five years 1919 to 1923. Italy, Norway, Sweden, the Netherlands and Switzerland granted
x!';l 9e1 N”l’l to a total value of $97‘ million (League of Nations, “Relief Deliveries and Relief Loans,
! -3?, Table V). The ‘i:ollowmg other inter-Governmental loans may also be pentioned : -
. ¢ s“ecot_llsllimmon loans" granted by the Netherlands to Fragnce (S10 million), and to Germany
m_mml on) the latter being the utilized portion, by the end of 1924, of 2 loan of Gulden 140
flf oxa—sss million—granted in 1921, A Gulden 60-million credit to Germany for the purchase
2 of food granted at the same time was used to a very small extent only.
l.:B mbomd h;{zm’un(l:ll. by Italy (lira 116 million or roughly $10 million).
on data in Cleona Lewis, “America’s Stake in In "
M . I ke in International Investments.
19231,"?::;: 0‘3;7 .Nguons, ‘Memorandum on Balance of Payments and ForelgnaTrade Balances, 1910~




TABLE 16

Bo;ld Issues by Continental Emopean.,Countn;: in the Utu!;d States ang the 9
United Kingdom, 1919-1928 -

- $(000,000's) »
. : L
Western and Northern Europe Central and Eastern Europe Fotal Percentage Dtstn%utwn
,Continentals W. andN. C.aend E.'
USA. UK. Total -USA. UK. Total (3) + (6)" Europe Europe Europe
m @) 5 O] © (6) O © ab -

» 1919 65 —_ 65 —_ —_ -_— 65 100 .- 169 — l
1920 151 S 156 35 — 35 191 190° ¥ 82 18 2
1921 75 © 23 98 —_— 12 C12 110 . 100 .8 11 3 ,
1922 99 121 220 36 21 -7 277 - 100 79°* 2ls
1923 35 _ 35 35 71 106 141 100 25 . 78 ’

1919 - 1923 425 149 574 106 ) 104 210 784 100 7% . 21’
1924 353 4 305 167 142 309 704, 00 2 56, 44
1925 106 i 107 423 36 459 . 566" 100 19 81 .
1926 54 47 101 339 + 69 408 509 100 20° 80
1927 49 16 65 424 77 501 566 - 100 11 89
1928 102 24 126 361 111 “412 598 120 21 79

1924 - 1928 664 130 794, 1714 435 2149 2943 » 100 27, 13
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* A certain amount of long-ternr capital was no doubt imperted into"Conti-
nental Europe from countries other than the United States and the United
ngdom, but informdtion on this is almost completely non-ex1stentn No
“figure is,"for instance, available on the amount qf amortlzatlon payments
made by the ‘oversea debtor-countries tosthe creditor countries of ‘Continental
Europe; but these payments may perhaps tentatively be’put at $200 milion
for 1919 apd 1920 combined, There vas, furthermore, a by no nieans negli-
gible export of securities, cboth foreign and natioxal, from Continental Evrope
to some of the debtor ceuntries. According to figures published-for the Argen-

tine* this country repufchased between October 1918 andMay 1920 from
Europe, including the United Kingdom, about $100 million worth of Argen-
tine bonds and subscribed further to domestic jssueg. of FfZhch and Ttalian
Government bonds for a similar account.

" On the basis of these facts the import of long-term capital by Contmenta.l
Europe from the oversea debtor countries may perhaps be set at $0.5 billion;
and total imports by Continental Europe of long-term capif{l at $4.0 billion,

(3) Short-term.capital.

Information on the flow of short-term capital is, for obvious reasons, much
1eSs satisfactory than that on long-term movements, angd practically all indi-
catiéns on the movement of short-funds have to be inferred from the residuals
in balance of payments accounts after all other items Kave been taken into
consideration. As tlfese residuals include also all errors of fhe whole account
they are a far from satisfactory measure of capital movements.

By deducting the estimated net long-term capital import into Continental
Europe ($4.0 billion) from the deficit on current account as calculated in
Table 13 ($6.7 billion), the net inflow of short-term capltal may be estimated

at $2.7 million—a figure obviously subject to a wide margin of error.
L)

TABLE 17
Estimated Capital Import of Continental Europe, 1919 and 1920
$(000,000,000's)
(i) Long-term:
Intergovernmental loans: from US. ....... 29
from UK. ... 8 2.8
o Other long-term R 130 ) V2 S —— 7‘
from other countries ... .58 1.2
Total long-term - —4—0-
(ii) Short-term (calculated as residual) 1 ..vrresinnneinne o 27 4
" —_—
Total capital import (Table 13) ...ooccveerorreseemosenss ' 6.7

& Tentativd estimates (sce text), =

1 John H. Williams, “Argentine Foreign Exch: ” i
B i yentine For 4%150 xchange and Trade since the Armistice,” Review of



There is no possibility of establishing tbe country 8f origin.;»f this im-
portecs short-tesm capital, but there are clear indications that most, if not all,
of it eame from the United States and the United Kingdom.

ThE net short-term capjtal export from the United States to all wountries
during 19194nd" 1920 may be estimgted th twosways, Theither%of which is
quitesptisfactory. Informatidn concerning the short-term debt and asset posi-
tion of the United States has been colleted in connection with the exchange
congral regulations in 1918 and the first half f 1919, and agaih in 1923
(T.able.18).

‘TABLE 18
»
Jfyort-Term Debts and Assets of the United States
? $(000,000's) 2
Deceber June 28th, July 1st, July 1st,
N 31st, 1918 1919 1921 1922

Assets ': 332 406 1,176 864
Debts 1,214 1,049 403 466
Net Debts (— —882 —643 s
Net Assets (+) + 713 -+ 398

Source: Federal Regerve Bulletin, December 1921; U.S. Department of Commercr,
Trade Infomlat?ou Bulletin, No. 144.

o

Accorging to these data there was a net outflow of shorj-term capital from
the United States between the end of 1918 and the middle of 1921 of $882
$773 = $1,655 million. It is probable that the actual outflow during 1919
and 1920 was larger. In the first place, the reverse movement, reflected in the
net inflow of short funds between July-1921 and July 1922 ($375 million),
may well have started before the former date, If it had started at the turn of
the year 1920/21—that is, shortly after the beginning of the depression—at
the rate of $375 million per year the net outflow during 1919/20 would work
out at nearly $200 million more. Furthermore, the information concerning
United States assets in 1921 and 1922, based on replies to questionnaires, is
stated to have been incomplete. Taking account of these facts, a figure of.
roughly $2.0 billion would appear to be a reasonable estimate for the met
outflow of short-térm capital from the United States.
" The whole of the short-term capital export of the United States did not of
course go to Continental Europe; part went to the United Kingdom® This is
indicated by the balance of payments of the United Xingdom. Though the
statements published for the early postwar years are somewhat uncertain, they
would seem to bear out the Tact—if account is also taken of various correc-
tions applied to the statements for later years—that the United Kingdom had
a net export of capital in 1919 and 1920 combined of roughly $500°million.
In these same years she exported, as méntioned above, $800 milliop of capital
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in the form of intergGvernmental loans to Continental Europe. On tHe basis
of these two figures it would appear that the United ngdom imported
capital from non-European countries to an amount of $300 million, and. this
amount becomes even somewhat larger, perhaps $5Q0 million, if certain ‘other
movements &f long-term czpital are taken into consndegatlon “This import
of capital probably took the form of 2 movement 6f short-term funds and-also
to some extent of a hquxdatlon of secyrity holdmgs 8
Short-term credits Were, in fact, considered tke most appropriate megns of
financing raw. material purchases, and such puschases had.normally been
financed with short cohmercial credits from London before the war. Affer
the war, the English money market resumed this function. Though the credits
extended were of short currency, their continuous renewal Thtually prov1ded
the debtor countries with a quasi-permanent addition to their supply of for,,
eign exchange. The fact that the United Kingdom granted such credits, as
well as other commercial credits to Continental Europe; would appear to
indicate that it obtained short-term credits from the Uniffd States or else-
where in excess of the amounts calculated above. e
1t appears, durther, that the export credits granted by the WUnited States
to Continental Europe were, as a rule, quickly converted by the American
exporters and bankers into claims on the United Kingdom. Owing to this
practice the London market came to hold large amotints of the continental
curreficies, and for a considerable time it bought more of them in order to
protect the exchange value of its holdings.? e ‘e
Part of the flow of short-term funds to Continental Europe represented
withdrawal of short-term assets held in the United States at the end of the
war, Of the net short-term indebtedness of the United States to other coun-
tries of nearly $900 million at the end of 1918 Aearly $600 ‘million was
owed to Continental Europe (Table 19).2
These large balances in the United States, of which only a fraction
was held by Governments, had accumulated during the war owing to various
circumstances. The European Allies effected large expenditures in the United
States which were financed by regular advances from the United States
. Treasury against the surrender of government bonds. Advances, partlcularly
to France, were also made in return for domestic currency’ ‘used in defraying
the expenditure of the American Army abroad.# As the ‘dollar funds thus
created were only gradually drawn upon, the Allies always held considerable
short-téfm balances in the United States. At the beginning of 1919 France,
held $144 million and the other Allies in Continental Europe $137 million.
European neutrals, which had accumulated dollars largely in refurn for ship-

";nCna;:}ul {ssues for extm-l:uropean counu-leu in 1919 and 1920 were £100 million, about $400 mil-

n excess of amortization payments durin, e same years; net
i)';'p:)l';::'t"slf long-term loans in the Umted States excceded the I:;dyvn.ntzea obuunged from \‘.hey Treasury

» Chase E ic Bulletin, Vol 1, No, 1, October 1920,
’No dil(rlb lion by counlnes exists for the d for 1
¢ Federal Rc“s'em Bulletin, December 191-21, ;ng:uldo‘.”.r %21 xmd ’922 glven, in Table 18,
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TADLE 19
Net Bhort-Term Balauces in the United States of other Countries
. $(000,000's) ? >
. . . i N
LN T Recember 31, 1918 | June 28, 1919
Conutries » N Brivale  Govdhnment  Total Total
Unitéd Kingdom 46 96 142 108
France “ 94 . 50 144
Qgltr European Allies . 91 6 . 137 ° lgg
European Neuyrals » ,> 314 9’ 323 2n
“Central Powers , —\ 3% = 2@k —20¥
Totad, Ceytinental Europe » 486 105 591 ° 45
Ash § 1 Al 87 2 89 -3k *
North America, ’ 25 5 30 87
South America —68% 103° 35 16
Africa and Oceania L —5% —_ —5% —7*
, E)
» 51 311 882 643
Source: aIv‘;.-dle_nzl)R';crve Bulletin, December 1921, (This source contains much additional infor-
mation., °
* Net balangc in favour o; the United States, ’ -

hJ
ping services rendered to the United States as well as other countries, held
$323 million, » 5 »

It appears that these balances were used up rapidly after the war.* They
were uscd for the purchase of commodities, and for the liquidation of various
debts of the Allied Governments. During the first half o? 1919 the balances of
all countries together declined by 27%, those of Continental Europe by
25%. At this rate, the withdrawals would correspond to an efflux of short-
term capital to Continental Europe of $600 in two years. There can be no
doubt, however, that the actual flow of such capital to Continental Europe
was considerably in excess of this amount and that, accordingly, the net
assets of Continental Europe in the United States were replactd, at the end
of the period under review, by a net liability. Part of the debt incurred by
Continental Europe, and by Germany in particular, towards the United
States reflected the acquisition by Americans of notes and bank balances in
European currencies as a form of exchange speculation. These 1iabi1itie§
were largely wiped out later by the extreme depreciation of the mark and other
currencies.? '

1T C i i d that bet 1919 and 1924 over one million igdividuals had
llrovil:leeévl g::::::y with 1.66 to 1.9 billion dollars of foreign cxc!ml':'gc, the largest amounts being
provided by “the citizens of a relatively restricted group of countries.” In the same period Germany
obtained about 150 million dollars by the sale of paper Marks.




CHAPTER IV
¢
FOOD, RAW MATERIALS AND QREDfTS: GOVERNMENT" ~
POLICIES
(%) Food relief. .

Effective international action was only taken to rieet Europe’s require-
ments of food. Preparations for large-scale relief deliveries started shortly
before the Armistice in the United States, and®in December 1918 and the
first months of 1919 these preparations were co-ordinated,with the relief
activities of the Allied Governments.! Under these .arrang€ments a steady
stream of food supplies arrived in Europe from February to August 1919.
During this per‘lod foodstuffs to the value of about $1,250 millions were
deljvered to some twenty European countries. For these del.iveries payment
was 1pade in gold or other foreign assets by the recifiient countries to an
amountrof almost $400 millions, over $800 millions wortk was sold on credit
and a small amountewas in the form of gifts. In principle the allied and
liberated countries received relief on credit and the enemy countries paid
cash.? By far the largest part of the relief deliveries was handled by various
United States Government agencies, such as the American Relief, Adminis-
tration, the United States Grain Corporation and the United States Legisla-
tion Commission.

After the Signing of the Peace Treaty at the end of June, 1919, relief
organized by the Allied Governments was sharply curtailed. In the course of
the next few years, widespread relief activities were still maintained by pri-
vate and semi-official organizations which distributed foodstuffs to a total
~ialue of perhaps $500 million dollars, a great part of which was in the
nature of gifts. But these activities were directed towards specific groups of
recipients, mostly children. From the autumn of 1919 the task of securing
the foodstrffs for the bulk of the population fell almost wholly to the several
European Governments. The 1919 crop, as shown above,® was far below nor-
mal. For the additional imports Government credits were, with few excepfions, .

a0 longer available; private credits had to be obtairzd or the utilization of the
country’s foreign exchange for other purposes had to be curtailed.

1For a fu]le’;- analysis of relicf after the last war,

:gm lﬁ'“,“"‘" however, arranged for Aty see Relief Deliveries and Relicf Loans, 1919-1923,
able 3. . R
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2) {Qa‘w materials—lack of integnational detion, *

Althou_gh some military sfores other than food wege included amonést the
reliét dehvenes,. the larger questions of supplying -and financiag other im
ports, raw i!i_gltenali in particular, and of reconstructionsin genesal. was neves
facncL with determiriation and imagination,

In the last two years of the war, the Allies had worked out a system for
th_s joint purch'ase, distribytion and transpor? of Faw material® and food-
thuffs. All thg inter-Allieg purchasing agencies for:raw materials, as well
as those for focdls, were located in Loidon. Some of these; sich as the Wool
Executive, ‘hadn accumulated very, considerable stocks of raw materials in the
United Xingdoa. » > .

At the end of the war some endeavour was mads both to preserve these
organizations at least fon the reconstruction period and to extend their opera-
tion to cover the shole of Edrope. A step in this direction was the creation,
during sthe Peas Conference, of the Supreme Economic Council (February
8th, 1919) with six sections dealing with finance, blockade, communications,
raw materials, food and maritime transport. However, @part from relief,
which was mainly handled by the American Relief Administration, the activ-
ities of the Council with respect to the economic organization of Eurgpe
were strictly limited in scope.* In fact, with the abrupt withdrawal of eco-
nomic controls in the United States before the end of 1918, the possibilities
of joir{ allied astion were greafly reduced. , .

In a few instances, the spirit of inter-allied solidarity continued to prevail
and influence policy with regard to the distribution of raw materials. Thus
the British Directorate of Raw Materials stated that it

“_ .. had to look forward for a period of two years or more to being the
sole purveyor of Australian and New Zealand wool, and a special re-
sponsibility was felt for the requirements of France, Belgium,and Italy,
and more particularly of the two former countries whose wool industries
had been temporarily destroyed by German invasion. . . . The responsi-
bility was cast upon this Department of building up a stock of wool in
England sufficient for the requirement of our Allies as well as those of
our own indugtries.”® *
Similarly in the establishment of export quotas for British coal, relatively
large percentages of the total exports were set aside for France (‘ts%) and
Italy (20%). . L. .
The peace treaties dealt with the raw material problem only.u.mdentally. in
-connestion with commercial policy. They contained no provisions affectmg‘
raw material supplies to Rewly created States or defeated Powers, with the’
exception of the clause® according to which Czechoslovakia and Poland were

i . Vol. I, Chap, VIIL, Part L.
::grez %’ngxc:pﬁﬂfxys'c AofH:‘m"y 4 ”f' Feact 'c‘l",;,;;g‘:“..:o ynd of the Director General of
Raw Materials, iﬁnﬂtry of Munitions, London, 1920, Cmd. 788, page 13 P
3Treaty of Jaint Germain (September 10th, 1919), Article 224,
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‘to deliver to Austria,'for a peri¢d not exceeding three year$, a “reasonable
quant.ity” of coal and lignite in exchange for other raw materfals, the fLuan-
tities to be delivered byeboth sides to be fixed, failing agreement betweea the
States coricerned, by. the Reparatjon Commission. “Arrangements for barter
exchange were made in accordance witll this clayse, butstheir executionomet
with great difficulties. «

No furtker action was takea for thé provision-of raw materials to Ce'ptral
Europe or for the distribution of the available maferials between the variGus
countries. Not ‘antil Maxch 1920 did the Supreme Economic Council confe

forward with the recommendation that: ., .o,

“The provision of raw materials being essential.to therestoration of
industry, means should be found by which the countries which are, in
present conditions of international exchange, unable to purchase in the
world markets, and so are unable to restart their economig life, can ob-
tain commercial credits. It will be possible to a_clxieve ¢his when the

countries have made the reforms indicated.”” R

Special consideration was given to Germany and Austria:

-

* “They [the Powers represented at the Conferenge] have also had
u.l:de;r consideration the special position of Germany, where enterprise
is at present paralysed and the possibility of obtaining commarcial
credit closed, by reason of the fact that her obligations for reparation are
still totally unknown. It is most desirable, therefore, in the interests of
the Allied countries, no less than in that of Germany that at the earliest
possible moment the total of the reparation payments to be made by
Germany under the Treaty of Versailles should be fixed, and . . . she
should be enabled to obtain essential foodstuffs and raw materials, and,
if necessary, in the opinion of the Reparation Commission, should be
allowed to raise abroad a loan to meet her immediate needs, of such
amount and with such priority as the Reparation Comrmission may deem
essential. In the case of Austria, the Powers here represented recognize

-7 that even more active assistance may require to be given.??

In October of the same year, the International Financial Conference at
Brussels endorsed these recommendations, declaring?® that it
- QaQ

*“. . . would welcome any action which can be taken by the League of

Nations to enable the countries which under present conditions cannot
= purc.hase the necessary supplies for their reconstruction temporarily to
obtain commercial credits on an approved basis for this purpose.”

1 Cf. International Fi izl Confe

R Paper No. II; page 11, 1920, Th rms i
m;nlc;lf dat t:egredu:ﬁon of expenditure and 'the deflation o; ?re‘g:il .'I;ld cunglc;.“fo In question
WP 9 - \
37, ional Fi tal Conf, P,

F dings, Vol. I. Report of the Conference, 1920,

- -
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) In this way the emphasis was ishlfted to the credit a¥pect of the raw mate-»
rials sproblem» The Conference unanimously recommended a schente for ’

» Integnational Credits (the ter Meulen Plan). The $ull text of the plan is
given i§1 Annex LIt propqsed the appointment by the Council o! the Leaguer
of ?.Natlonswﬂ an Igterqaflgnal Compissidn of bankers' and businessmen to
wlue.h, Gm(ernments desiring to obtain foreign credits were to indicate what
specific assets they would assign as secyrity. Against these assets, the Govern-
msg’s would be able to issue bonds, qountersiéned by the Commitssion. The
honds were to be lent by the Goveramengs to importersavho woyld pledge them
with foreign exborters as a security for private tommercial,credits. The
bonds,\Ggre 20 be used only fog theimport of raw myterials and primary neces-
sities according o a schedule to be approved by the Commission.,

* A nucleus machinery for the application of the ter Meulen Plan was
created by the League of Nations and certain negotiations undertaken; but
nowhere was the plan actually applied.!

Probably the greatest weakness of the scheme was that it came too late. By
the end of 1920 two yéars had elapsed since the Armistice, during which the
countries of Central and Eastern Europe had received only a rainimum supply
of raw materials. If credits could have been arranged much earlier the finan-
cial position of tAese zountries would no doubt have been easier. But with fhe
continuation of warfare in Eastern Europe and political unsettlement ip fhany
of the ¢atntries which required assistance, private credits—even with a guar-
antee, on the part of the governments, of the borrowers—were necessarily ex-
tremely difficult to obtain. By the time the ter Meulen Plan was submitted
exchange depreciation and inflation in these countries had gone a very
long way.2The financial condition of some of these countries was indeed little
short of disastrous and in these circumstances there was probably little
chance of successfully soliciting -private credits under any scheme so long as
the wider problem of financial reconstruction remained unsolvéd. This was,
however, precisely what the ter Meulen Plan endeavoured to do.?

It is true that the attitude expressed by the Resolutions of the Brussels Con-
ference was somewhat different. These resolutions, following the declaration
of the Supreme ‘Council of March 1920, made it clear that it would n-ot Be.
possible to provide raw materials essential to the restoration of indusﬁnes to
countries which would not make the necessary reforms, that is, balance the

d Yo release the'
1In March 1921 the Governments of Great Britain, France, Italy and Japan agree
-assets pledged by Austria for her Reparation and Relief Loans with a vxcw,to these as:sez;ss be]lsmi
used as security for ter Meulen Bonds (League of Nations, Ofﬁqinl Journal, 1921, pages 284-285). lu
the difficulty of obtaining a similar release from the other creditor Governments prevented this pl ag
* comingminto oreration, Only in June 1923 did Austriz obtain a long-term mlcmauon?llﬁ gimmnlze‘f
loan to the service of which the wssets p fously were (League of Nations, Thep
Fl;léncl'al ‘fcco:utmction of Austria, Geneva, 1926.)
aM’r '{ear ll\ieﬁegfs!o;:;'ecch to the Brussels Conference (Vol. I, page 117): “The plan g:oald be kep:
fotirely sparate from any plan which may Iave fof 18 o e e"an-attrapt 1o sbiize rats.of ex:
oans, for any pur whatsoever, and it shoul Y N -
change or to );u't)ain any other in itself very detirable object, for the realization o£ which, however.

the time in my judgment is not yet ripe.”
-
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budget, stop the printifig ofnotes and exchange depreciation and restor free-
"dom of commercial transactions.® € -
The fulfilment of the conditions was, in fact, dependent on obtaining at
Teast temporary foreign ‘credits to tide over the period of extreme capital
shortage. Thus credits and fnancial recoustruction were mutialli“dependent.
To break this deadlock a scheme much bolder thah the ter Meulen Plapewas
required, namely the granting of credit-on the basis of a plan for Teconstruc-
tion, the execution of which was guaranteed by some form of superviripn,
Such was the Teague scheme as ﬁnqﬁy applied to Austria and Hungary,.
which succeeded becaud¢ it was “comprehensive and compiCte,”? while the
ter Meulen Plan tried to departmentalize thc various problems, ¢ 7
Doubt as to the practicability of the ter Meulen Plan was Expressed by the
Provisional Economic and Financial Committees of the League itself at its +
first meeting in December 1920. Indeed, the Commiitee “hesitated to recom-
mend the Council to undertake the immediate establishment of a large and
costly organization, preferring to retain a procedure whichfwould mieet the
pressing needs of the international credit situation and which would give at
the same time sufficient elasticity to the scheme should any importsnt changes
appear necessary,”® although it recommended that “a trial should certainly
be given” to it.

3
(3) Raw materials—national action.

In the absence of <nternational action, and indeed of any concertell plan
for international action during almost two years after the Armistice, the
countries of Centfal and Eastern Europe took such domestic measures as
they could. Among such measures, must be included not only those designed
directly to promote the imports of raw materials, but also the restriction of
imports of “luxuries” or of commodities which, it was thought, the country
could producs itself, in order to economise foreign exchange; the restriction
of exports to preserve vital materials for the domestic market, to keep their
price down, to assure that exportable commodities were sold to countries pay-
ing in “hard currency.” .

«~The German Government, for instance, endeavoured to stimulate imports,
Dy special credit arrangements. As an example, reference can. be made to an

2Cf. Resolution II, Commission on International Credits:
““The Confy it

3 s, ", Of that the revival of credit requires as primary conditions
the restoration of order in public finance, the cessation of inflation, the purging‘z)f cugencics. and
the freedom of commercial i The r ions of the C i on ional Credits
are therefore based on the resolutions of the other Commissions,”

2 The Financial Recoustruction of Austria, op. cit. . ipti ’
scheme, dumemcict, Recqustr f ia, op » Page 74. The following description of the

adoption of the more difficult features was made casier by the impossibility of picking and choosin
:nd ilha kno‘y_l_edge that the plan must go through as a whole gg not ntty all ;pnnd go:ﬁde‘:lce v:mg
nspired by kilowledge of the complete plan and its adoption as a whole, as it could not have been
ha'dR:;l;t.:!in tlnlli:gr.i;’l pqr;ionsl rEecmuamed unknown or uncertain,”

of the Provisiona nomic and Financidl Com:
1920. (League of Nations, Official Journal, 1921, pages 44 ;;Jmmec o the Council. December 30th,
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agreement conciuded in Decembgr, 1920, between the German ar:d the Dutche
Gov:é‘mme_nt§ Jor a 6%, ten years’ credit of 200 million Gulden. Out 3f this"

+ sum 60 million Gulden were reserved for purchases o? foodstuffs; the remain-
ing 140 mi lion constituted a revolving credit to finance imports of essential
raw materiass. In return Germany agreed to export to Holland coal and man-
ufaCtared products. It was understood that this credit would be used primarily
for purchases in the Netherlands and in the Netherlands-Indies and that the,
irxpdrts would be transported through Dutch harbowrs )
» This.policf of import Ytimulition ywas restricted howevgr, to necessary
industrial raw materials. “The main policy of the German Government has
been sox;sis‘?enb %hrough the year’(1919) and has jprevented the introductien
into the country of apything except essentials: i.e, foodstuffs, fodder and

* raw materials for factories manufacturing necessities.”*

To procure raw materials for the iron industry the Government concluded
the .“Lgxembur "Agreement” with France, under which France and Luxem-
burg undertook 4o furnjsh minette in exchange for deliveries of coke, made
foreign exq.hange available for the purchase of foreign gres, forbade the
export of scrap iron and fixed maximum prices for it.* d

The new supply situation in the textile industry was, in 1920, “strongly
influenced by tht release of considerable quantities of textile raw materthls
kept in reserve up fo the end of the war for the needs of the Army.”;* Simi-
larly ths’ stocks pf rubber released by the Government in 1919 were said to
be sufficient for “many months” owing to the fact tifat consumption was
limited by the shortage of coal.* .

The raw material position of Czechoslovakia was notably better than that
of the surrounding countries,® a fact of which the relatively high index of
industrial production in 1919° is probably a reflection; yet even in this coun-
try the raw material position was still very grave in the autumll of 1919.7

The relatively favourable position of Czechoslovakia was partly due to
energetic joint action of the Government and the industries concerned. Such
action was rendered feasible by the facts that the Czechoslovak frontiers, with
the exception of the Teschen district, weresettled, that the political ,situati%x

1 Economic Surveysof Certain Countries Specially Affected by the War at the Close of the Year

1919, Department of Overscas Trade, London, 1920, page 40,
:l":"}:quir,y }mo l:tro‘sguc!ior’;, olgz zcit..' Volio‘zl, Part 1, page 137.
irtsciaft wnd Statisti , page 102, .
& Wirtschaftsdienst, Augus't 8, 1919, page 603; quembcr 21, 1919, page 870, : ol
© “Czechoslovakia s, at least at present, in a privileged position with respect to itssraw rfmter_m
.supply in comparison to its neighbour countries: Germany, Austria, Poland, Roumania.” Enquiry
in‘}o Pr%duciion. 0p. cit., Vol. ILI (French Edition), page Sl.
Cf. Table 2. . A,
. A considerable percentage of the industrial population is in reccip
of urfgm;}o;hl:?mrg;i&f. ‘i?r‘::gil:llee:ta asaryk, of the Cuch_oslovak Republic, whom I s:ul: at lgmgue or
e e, 10 e of 4 1, S Inprbe B e o § auon s
3 o |
?1‘1‘3 :J?;;l:r‘t‘ é?r tne {actg‘r_les.o::ng u:“ e ff raw material were not ton'!hc_ommg.i the industria
B, o e 1t S LS S e ]
might, with little or worse varinter, o5 for food in some countries, bu
and serves U O e fact that-credits are not necded merely for ome_cot X
for th:' ::wonelmm:ﬁuwith which to cnable all the people 10 get to work.” Sig W_llhn,m Goode

op. cit,, page JO.
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Swas relatively tranquil, and that the Government, in particular duringn1919,
showed great determination in putting the country’s finances™in ordef and
stopping inflation. " o
" Through the agency of purchasing syndicates of the varioys ;n;]ustries but
with Governrhent credit, the Government bought large stacks of” crude petro-
leum, heavy oils, motor spirit and cotton from America at a momentfhen

«prices were still high and the dollamexchange extremely adverse.! Subse-
quently, however, whem prices fell on the world raarket and the crown apypre-
ciated in relation. to the dollar, and.evém more rapidly in welation to tha
currencies of. the surrounding countries, exports became sfignant and the
Government encountered great difficulties ia selling its stoclgs of raﬁanate-
rials. Between October 1921 and October 1922 the value of tne Czech crown
more than tripled, rising from 1.0 to 3.3 dollar cents. The index of industrial»
production declined from 69 in 1921 to 61 in 1922 (1928 = 100).2 In
order to prevent an excessive loss on the stocks of raw matetials accumulated
previously, temporary import prohibitions were introduced.% "o

Difficulties of supply were not confined to the raw”materials that had to
come from courriries outside Continental Europe. The trade on tht Continent
itself was also greatly reduced, especially the trade among the Austro-
Hangarian Succession States which was hampered by trade barriers, in addi-
tion ‘o political and monetary difficulties. Normal commerce between these
States, which had previously formed one economic unit,"disappeared, almost
completely, Only insthe form of “compensation” (barter) a‘éreemené', nego-
tiated between the respective governments,* did a modicum of trade take
place. Agreements of this kind were concluded, for instance, between Austria
and Yugoslavia for salt and matches against foodstuffs (January, 1919) and
between Austria and Czechoslovakia for rayon against coal (September
1919).° .

From this disorganization of trade Austria suffered probably more than any
other country. Not only was the revival of her industries hampered by the
Jack of coal and the inadequate supply of raw materials but the restriction on
the importation of luxuries practised by the surrounding countries limited
Austria’s power to purchase abroad. For these reasons, Austria’s production

“was at a very low level not only in 1919 but also in 1920 and 1921. In these
three years Austria’s index of industrial production (1928 = 100) stood at -
34, 41, 54 as against 37, 54, 65 in Germany and 58, 53,69 in Czechoslovakia.®

S
:{pal;;:;uoml Labour Office, Enquiry into Production, Vol. I1I, page S1.

3League of Natlons, Report on Certain Aspects of the Row Materials Problem, Vol. 1, 9.
19‘1 8:‘ lh;i{h apieclal agem:fts. ]ike the “Office for the Trade of Austrian Goodcs"’"' (cx?c:;tc'd%::gc ;Snilary-
:Cﬁech::l?va ':ia:!dustnal syndicates, supervised by the "Commissi?,n for import and &€xport {fade” in

e
$Table2,  ©

d earlier was of the same nature,



CHAPTER V

THE EFFECTS OF I,NADEQUATE I'OLICIES
1 . _, ]

As ths prqcedmg chapters show, the acquisition of raw materfals was left
a]most’entlrely %o the quxte adequate buying, bargaining and borrowing
power of the individual® countries. The absence of am effective international
scheme for furnishing raw materials to those countries that were in need of
them, and were npt in a podition to buy them themselves, had two main
effects. The ﬁrstv,ﬁect which was dominant in 1919, was that these countries
simply did not obtain a3 much raw materials as theu' industries were able
to work up, that their factories were idle and that unemployment continued
at a high level.

The continuatign of large-scale unemployment! for a year or more after tl;c
armistice was particufarly unfortunate both from the narrower point of view
of financial and from the wider point of view of social and political stablhty
Governa¥ent expenditure, already at a high level owing tq,the continuation of
military expenditure and other factors, thus continued to be inflated by
unemployment benefits, and the attainment of some sort of balance in the
budget was shifted still further into the future both on this account and
because the taxable income of the community remained low owing to lack of
raw materials and the consequential unemployment. More serious still was
the continued presence of millions of workers for whom the migeries of the
war were succeeded by the frustration of forced idleness.

The second effect was of a different nature. Inadequate provision of credits
to finance the countries’ requirements of raw materials did not always prevent
their acquisition,.especially after 1920. But it did result in a tragic cost have.
ing to be paid for that acquisition, not only by the countries in question, but *

* by the whole world.

Under the pressure of the demand for foreign exchange to pay for raw

' material and other essential imports currency values deprecxated and many in '

the end finally collapsed. The depreciation continued in many countries for
2 number ofryears (Table 20) during which it was impossible to reestabhsh
stable-business conditions.

The lack of credits for raw materials was not, of course, the only or the first
cause of exchange depreciation. The initial cause lay in the failufe of gov-

1 Cf. the aull:oriuhvc statement quoted on page 39, footnote 7.
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el » -
5
® Countryt 1918 1919 *1920 1921 1922 s 1923 1924 ° 1925 1926
- F
Austria 31.3 3.2 1.3 0.2, 0.01 0.01 0.01 100 1 100 *
 Belgium 71.2% 49.8 327 389 342 238 259 233 > 145
Bulgaria 13.7 59 3.7 3.6 4.2 > 38 779 33 , 3.8
Czechoslovakia 100 5.7 " 6.1 15.3 14.4 149 l ?14.6 14.6
Denmark 101.0 70.1 55.2 724 76.9 66.4 65.7 929 > 99.3
Finland 62.6+ 159 12.7 9.9 13.1 129 13.1 13.1 131
France 95.2 479 30.7 40.2 373 212 28.0 19.4 20.5
Germany 50.8 8.8 58 2.1 0.06 2 100 8 100 8 L 100 8
Greece 100.0* 84.9 39.2 214 6.5 9.8 94 6.7 6.5
Hungary 40.7% 15.5% 1.0 0.7 02 0.03 001 |, 901 100 4
Ttaly 815 39.7 18.1 22.8 25,9 225 223 209 & 230
Netherlands 106.2 94.2 769 90.1 99.0 94.5 100.5 > 1000 99.5
Norway 103.7 769 55.2 571 70.5 55.6 56.5 75.7 944 >
Poland 6.3 0.8 0.13 0.02 s 100 ¢ 56.0 ¢ 58.68
Portugal -61.5 309 9.7 74 4.2 33 ¢ 1.4 047 4.7
Roumania o 18.2 6.7 4.1 32- 2.7 26 b 24 2.7
Spain 106.8 101.1 67.4 76.2 80.8 ,674 72.6 73.6 2 788
Sweden 108.6 80.6 73.1 91.8 100.7 » 98.1 100.7 100.0 99.6
Switzerland 1069 95.5 79.8 100.5 , 8.0 90.7 100.5 100.0 100.0
United Kingdoni 97.8 78.3 71.8 85.1 94.5 89.6 96.5 99.7 99.7
Yvgoslavia : y 2257 15.3 79 > 6.4 -9:\9” 37 8 5 ] 9.2 > 92 .

Tasie 20 ©
Exchange Value of European Cur,re:ncies (December averages)
Par Value = 100 ’

“

% The countriescwvhose currencies returned to par during the penod covered by the table are given in italics.
* Yearly average.

1 Austria: new unit—1 Sclulling = 10,000 paper kronen,

3 Germany: 0. ,000,

3 Germany: ne unit: 1 Relchsmark = 1,000, 000 000,000 paper mark,

4 Hungary: new unit—1 Pengd = 12,500 kron

8 Poland: 1923: 0.000084,

8 Poland: new unit 1 Zloty =» 1,800,0C0 paper mark.
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» -
ernments to cover their expenditures from,current reserves or 'borrowings
from eurrent syvings. b : . :
" Sg@e measure of inflation during the war and the early postwar years
was indeed inevitable and the inflation which had ‘actually Talen place®
before the a;:r’)istice greated 2 situation in which an abnofmal préssure on the
foreigm exchange markets of the inflating countries was almost bound to lead
to disaster, a disaster which,could not#have begn obviated withoyt the pro-
vistord of credits adequate to relieve such pressure. * o
“™Currency depyeciation, Rowever, terds to stimula® exports and reduce
imports 50 lopg as domestic costs and prices lag behind the rise int the costs of .
foreigr” currenciys and therefore prices expressed °in these currencies. Thd
' gtimulation to exports ehabled the manufacturers ofvexport commodities to
acquire the foreign currensies necessary for the purchase of the raw materials
they needed, and this fact coupled with the restriction of other imports due to
the exchinge depgciation no doubt eased for a time the stress on the balance
of payments.* v _
Though plices rose, they remained lower in terms of gold’is the countries
subject to exchange depreciation than those ruling in the countries with stable

or relatively stablo cursencies (Table 21). »
b ] » ‘.~
o » TasLE 21 :
Ratio between the wholesalé price index, in gold, in Ccrtain‘Cauntﬁes with
depreciating currencies and the United States wholesale p:iu index
1913 = 100 "
>
Country 1919 1920 1921 1922 1923 1924
. »
Belgium — — —_ 98 87 . 92
Czechoslovakia —_ -— 68 107 93 97
Finland2 142 10t 91 92 99 95
France? 130 81 89 93 83 93
Germany? 47 © 46 56 55 62 91
Ttaly . 100 66 78 83 80 78 [
. : . - N

* & December. .
1Germany—In view of the rapid depreciation of the mark, annual averages of monthly ratios

have been calculated, .
< 2Finland, France—]t will be noted that the currencies of these countries were overvaied during.
v d

1919, In the case of F the same to have applied to the other allied countries in
the beginning of 1919—this was due to “exchange pegging” which maintained the external value of
the currency while inflation decreased its internal value,

5 e o .

1The following comment in a Biltish Consular report deserves quotation: “Curious as it may
seem, the low mark has also been the means of enabling the German manufacturer and exporter to
reestablish foreign balances. Had the mark not been low, they could not have sold their goods and
obtained foreign currency in the ordinary way of business, Now they have been able (o.do s0, and
the great anxlety of two years ago concerning the supply of raw material has thereby been’ removed.”
(Great Britain, Department of Overseas Trade: Report on the Economic and Financial Conditions
in Germany to March 2922, pages 8 and 9.)

-
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\Accordingb: exports were stimulated and imports reduced, in particclar the
imports of manufactured commodities which were affected mgst by low real
wage rates. In this way.exchange depreciation helped to promote employment.
“The indire¢: connection between exchanges and unemployment is Clearly
shown by Diagram 2, which refers to Czechoslovakia for the ppriod 1919 to
1922. It will be observed that not only did employmen?® increase wheg the
exchange fell, but the appreciation of the exchange during 1922 was accom-
“ panied by % severe crisis.and % rise in the numbsr of unemployed from 100,-

000 to 300,000, _

. T DIAGRAM 2
. ” oo ™
- Csecloslovakia, Value of Currency and Unemployment, 1&19—4922( -
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Exchange depreciation stimulated exports. It did so because it enabled the
" countries with a depreciating currency to practice “exchange dumping.” This
“exchange dumping,” the intensity of which varied almost from week to
\wcek \yith the erratic fluctuations in depreciating exchanges induced other
f:ountnes to restrict imports either by special measures or by a general increase
in their tariff rates, and commercial policy was thus forced down the wrong
road at tlie outset,
Serious as,these effects on other counries and on international trade were,
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they were far over-shadowed by the consequl!nces of deprecmtlon and mﬂa-
tion inithe couibtries subject to these currency disorders.
’ Tha,prlce paid by them for the stimulus to export ahd greater gpportunity
for employn nt was the disintegration of their whole economxc, sacial and
pohtlcal fabrit. Exgorts were stimulmted becaust the real income of the
work®, the “rentier” and all those who received a’ fixed or more or less
fixed money income was redyced as prkes rose, Employment impyoved be-
catt Tabour had become chead. The full force of thedisturbances caused by
ire war was thu3 felt by thes® countties; sheir standard &f living was reduced,
and for 4 time their competitive power increased. . .
Those whé’hwd on the yield of’ bonds, the interast-on savmgs, or old-age
«and war pensxons or on mlaries not subject to monthly, or weekly adjustment
1d the cost of living index suffered the most. These classes which as a whole
constituted a stable and industrious scction of the population were reduced
to. destltutlon \vh.fe the speculator acquired the wealth which others had
e'trne.d Confidence in saying was undermined and took long to revive, if it
was ever fully revived. In subsequent years, those who owngd capital were
often more afixious to hoard it in safety than to use it for prordoting produc-
tion. A section of those who had lost their savings in the maelstrom of infla-
* tion became the nuclevs of revolution later.



CHAPTER VI

SUMMARY AND CONCLUSIONS

-

(1) Summary of ﬁndmgs -

1. At the end of the war productlve capacity in Contment'-’l Europe was at |
an extremely low level; in 1919 industrial productlon was about one-half*
agricultural one-third below normal, | -
2. During the years 1919 and 1920, Continental Europe €.appears, to~have
imported about $17.5 billions worth of goods from overse'a.s, against an ex-
port of only $5 billions. Foodstuffs and finished goods formed gn unusually
large proportion of these imports; the imports of raw materials were rela-
tively small. Northern and Western Europe received proportionately much
larger supplies than Central and Eastern Europe. i
3. The import surplus of about $12.5 billions in the twe years mentioned was
met from the following main sources: shipping services (zbout $1,890,000,-
000) emigrants’ remittances (about $1,400,000,000) expenditures in Conti-
nental Europe of the American and British -armies (about $1,000,000,000),
yield on foreign securities (about $700,000,000), 1ntergovernmenta1 loans
(about $2,800,000,000, of which $900,000,000 were relief loa.ns) liquidation
of security portfolios and, to an amount very roughly estimated at $2,500,-
000,000, from short-term credits.
4. Food was supplied by relief organizations, mainly during the first half of
1919. Thereafter relief deliveries were on a much reduced scale.
S. No international plan was evolved for the provision of the war areas with
Tthe other goods essential for the restoration of their economic life for nearly
two years after the armistice. The ter Meulen Plan, presented to the Brussels
Conference in October, 1920, for raw material credits came too late and failed
* to materialize, and States were forced to acquire raw materials within the
limits of their own financial capacities.
6. The absence ‘of provision for raw material credits was an essential factor
= in the process of currency depreciation, inflation 3nd hypennﬁatxon
7. Inflation and currency depreciation in their turn caused a violent redistri-

bution ¢f national income and wealth and prepared the ground for social
unrest and political agitation.



—47 —

(2) Condiderations of policy.'

As jl:'%t sfa.ted %t the outset internationa] action was almost entirely confined
to the rwovision of foodstuffs to starving populations. The problerg of recon-
struction, of TC%W}“E the e(.:('Snomlc activity of,the war areag, was not faced as
an internationdl issuq until the Bruss@s Confererte met in the autumn of
1920 ncurly jwo years after the armistice.

. The, Brusse]s_ Conference it&;}f was mcke concetned with formulating prin-
ciplR3f ﬁnan'cml and commercial policysthan with elaborating a general plan
meconstructl.on?_.These printiples &f podicy in fact exd}cized aconsiderable
and a begeﬁc;al influence and a plan for facilitating the purchase of raw
materials was pud forward. Bus, whatever the merits or defects of this plan,*
dt came too late. o .

" The acquisition of raw materials and other essential goods from abroad by
*countries with inadequate means for effecting foreign purchases at their im-
mediate djspositiqfwas rendered still more difficult by the price boom that
resulted from the removal of 2ll wartime restrictions in the financially stronger
countries and the indiscrimirate rush to return to business as nsual.

Governments in many parts of Europe, in which peace was olily gradually
restored, frequently uncertain of the boundaries of the states they governed, in
possession of inadeYuate fiscal machinery, uncertainly controlling an instablé
political situation, were unable to meet their budgetary expenditures withSut
recourse {o‘the prigting press. The failure of national production and there-
fore of income to revive owing to lack of raw materials ahd other essential
goods kept their power to collect receipts either from taxatign or from bor-
rowing at a low ebb and thus contributed directly to currency inflation. Simul-
taneously thegressure on the exchanges resulting from the desperate attempts
to acquire such goods at any cost, depreciated the external value of the cur-
rencies of these countries and thus contributed indirectly to further inflation.

" Action was only taken when inflation and the threat of socia? upheaval
rendered it an unavoidable political necessity. But the effects of inflation, still
Iess of hyperinflation, cannot be eradicated. They influence not only, indeed
not so much, the current volume of production, but the whole organization of
society and its psyshological equilibrium.

‘When action was taken after the collapse of currencies, it inevitably as-
sumed the form rather of curing one festering spot after another than of
attempting to restore health and vitality to the whole economic body, of the
continent.

The League scheme for Austria which, after protracted negotiations, came
into effcet in® October 1922 was the first international action to deal,
within o specific geographical area, with the postwar economic problem as a
whole. It assumed the interdependence of reconstruction, currency st'abiliza-
tion, budget equilibrium and capital import and found a workable solution
for each of these problems. The principles adopted were first appied in this’
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most difficult case Wherc a newly created, state was virtually disintegrating
owing to the desperate disorganization of its economy—and" was sucessful.
So were similar interfiational reconstruction schemes applied in the fqflowing
years i Germany (1924), Hungary (1924), @oland (1927) and other
countries. These schemes'may be open to criticism on the gréunds that they
postulated that economic reconstruction and reorganization would“result
almost automatically from financia® reform; that in consequence too little
attention was paid t¢ problems of economic reconstruction or reorieribz{lon.
But their real weakmss was due to the Tact tha? they came Soo late and orly
L3 . ~

after irreparable harm had been done by the failure to formulate any general
-plan for reviving Eurnpean industry 4and .furnishing %:orﬁ‘ptlx 4he raw
materials and other goods necessary for that revival.

It is impossible to compare the monetary cost of the reconstruction loafis
with what it would have cost to furnish Europe with a fair proportion of the:
raw materials and other goods that were available in tlie _two first postwar
years. It is more useful to recall the magnitude of the dicaster that resulted
from the absence of any general plan, the failure of production and trade to
revive, the social and political effects of inflation and the extent to which these
social and political effects were accentuated by the depression at the end of
“he first peace decade, and that depression accentuated by-the burden of debt -

st Europe had assumed. h R

The depression of 1921 passed like a ripple over the inflating countries—
but when the mor serious depression of the ’thirties occuTred, the zveight of
their external debt coupled with the dread of a recurrence of inflation under-
mined their powers, both of resistance and of recuperation.

The effects of the failure fo face the problem of Europe’s postwar require-
ments of raw materials and essential manufactured goods with any imagina-
tion or courage comparable to that shown in furnishing food relief, were no
more localethan transitory. The penury of European countries induced ther
to husband their resources by quantitative restrictions on exports and on
imports and the fear of their lowered standard of living induced others to

refuse to accept their products. Commercial policy was driven from the very
~soutset down the wrong road and never found another.

]



ANNEX 1.
°
Int®radtional Credits Scheme” submitted by the Prodisional Economic and

Tmancial Comniittee to the Council af the League of Mations ¢n November
30,1920., L

2 °

. I T2 ctder tht_t impogerishéd nations, which under present circumstances
age unable to obtain accommodation on reasonable ternfs in the open market,
;may be able to command ®he confidence necessary to attract funds for the
financing of their gssential imports, an International Commission shall be
constituted under®he auspices of the League of Nations.

I1." The Commissionsshall consist of bankers and business men of inter-
national repuse, appointed by the Council of the League of Ndtipns and shall
have discretion to appoint agents and sub-Commissions, and to devolve upon

,them the exercise of its functions. . °

III. The Governménts of countries desiring to pgrticipate shall notjfy
to the Commission what specific assets they are prepared to assign as security
for commercial credits to be granted by the nationals of eyporting countries.

IV. The Commission, after examination of these assets, shall determine
the gold value of the credits which it would approve against the security of
these assets. . o

V. The phrticipating Governments shall then be authorised to issue bonds
to the gold value approved by the Commission. The bonds shall be in such
form, with such date of maturity and rate of interest, as the Comn}ission may
decide and shall, in particular, enumerate the assets pledged against the
bonds. The denomination of each bond, and the specific currency in which it
is to be issued, shall be determined by the participating.Govemnlent in agree-
ment with the Commission, in accordance with the conditions applicable to,
the particular tran3actions in respect of which they are issued.

VI. The service of these bonds, which will be obligations of the issuing
Government, shall be specifically secured out of the revenue of the assigned
assets. .

JVIL. The assigned assets shall be administered by the participating
Government or by the international Commission, as a majority of the Council
of the Leagueof Nations may determine on the proposal of the International
Commidsion. Nevertheless, in cases where the administration of the assigned
assets is in the hands of the participating Government, the Internationgl Com-

1 Report of the Provisional E: jc and Finaiteial C i of the Council, December 3, 1920«
Almexp 1d.°(Lcaegue‘ of Nations, Official Journal, Jan.-June, 1921, pp. 48-50). °
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mission at any timé may, and in the evenkof default shall, Yequire ‘the partici- |
pating Government to transfer the administration of the assts to its¢lf,

The participating ‘Government shall have the right of appeal to _thej)yuneil
of the Celague of Nations against this requirement, and the decision of the
Council of the League ofNations onothese quegtions shall inding.

VIIL. The revenues from the assigned assets shalf be applied asSollows .
to the service of the bonds; c ' :

1. Out of thest Tevenues the Copmission shall purchase and £613, or
the (pdrticifiating Governrient shall satisfy the G8mmission thaFit
his purchased and holds, foreign currencies sufficient to provide
(a) Cover for the coupons falling due in the nexf year of &1l bonds

at any time outstanding in each of sich currencies; .
(b) A sinking fund calculated to redeem at maturity 10% of the®
bonds outstanding in each of tife different countries; °
(c) A reserve in such foreign currency or currgrcies as,the Inter-
national Commission may determina for thé redemption of any
konds sold in accordance with paragraph 16. .
2. Any'surplus remaining after the provision of these services shall be
at the free disposal of the participating Government. .

JIX. The participating Government will be free %ither to pledge its own
bonds as collateral for credits for approved imports on private account, or to
lend the bonds tq its nationals as collateral for credits fér approv'al imports
on private account, and for the latter purpose will be free to fix such terms,
including the security, if any, to be given, as it may think fit. - .

These terms shall be communicated to the Commission. The bonds shall
not be used for any other purposes than those specified in this clause.

X. Each bond shall, before issue, be countersigned by the Commission in
proof of registration. .

XI. The fundamental purpose of the scheme being to facilitate and ex-
pedite the import of such raw materials and primary necessaries as will
enable the borrowing countries to re-establish production especially for ex-
port, bonds secured on the assigned assets shall not be wtilised as collateral
for credits for the import of other commodities, provided that, where the
Commission is satisfied that the import of such other commodities will assist
in seai_ring the above purpose, it shall bave the discretion to permit special
exceptions to the above rule, subject to such conditions as it may think fit. *

XII. For each borrowing country the Commission will draw up, in con-
sultation with the participating Government, a schedule of approve® imports
wl}ich will be regarded as falling within the debinition of raw matesials and
Pprimary necessaries.

XIIL. Particulars of each- transaction must be registered with the Com-
‘mission, which, before countersigning a registered bond; will satisfy itself
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that the %redit is for an approved unport and that the ptriod for which xt is
proposad to be granted is a reasonble one,

. XI€ The same conditions as govern the pledge of its bonds 28 the col-
laterhl for credits for imports on private account shall apply in Sases where
the partxclpa.fmg C‘vovernment pledges jts owh bonds as collateral for imports
on G@vgrnment accolnt, °

XV. Affer having recexvcd bonds, dply countersxgned the importer will

pledga them with the exportert
2, XVL Pledde bonds shall be delt gvlth as follow. e

(a) JIn the absence of any fajlure by the lmporter to fulfil his contract

. gntﬁ tlg exporter, the coupons on their due date, and the bonds as®

they are released, shall be returned to the importer, who shall re-
turn them to his, Government forthwith.

(b) In the event of the importer not fulfilling the terms of his contract,
the exnofter (or his assigns) may either hold the bonds until
matunt)‘or, 1f be prefers, he may at any time sell them in accord-
ance with the’ laws and customs of his country, providing that,
before the bonds are sold, a reasonable opportunity &hall be given
to the issuing Government to repurchase them by paying to the
exporter the gmount of his claim. The proceeds of such sale shafl
be applied 13y the exporter towards covering his claims againgt the
Jdmporter, Any surplus not required for this purpose shall be ac-
* counted Jor by the exporter to the participating Government.

(¢) Any coupons or bonds returned to the participating Government or
purchased by such Government shall be forthwith cancelled in
acgordance with the regulations to be prescribed by the Interna-
tional Commission; cancelled bonds may subsequently, with the
approval of the Commission, be replaced by other bonds either in
the same or in a different currency, in accordance witlf the condi-
tions governing the original issue of bonds.

ANNEX IL

Special Report of the Financial Committee to the Council of the League of
Nations on International Credits.t

(Extract)

. The question now arises as to the results which have been obtained.
Potenfial lenders have onanany occasions shown theniselves favourably dis- .
posed. *Negotiations have been undertaken with various countries which
have manifested a desire that the plan should be applied to them as bgrrowers.

1Re of the Finangial Committee submitted %o the Council on May 13, 1922, (C 20, 1922. 1>
Leuum Nations, O%m Journal, 1922, page 640.
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Thanks to the efforts of the.organiser, the tef Meulen Plan is not univer-
sally known. It has emerged strengthened’ from criticism ang the mgst thor-
ough examination. It~is not the least of Sir Drummond Drummond-Eraser’s
successes {nat he has taused the International Credits Plan to be alaimed
by the most authoritative representatiyes of American iina'hc o0

Before returning to Europe, Sir Drummond’ Drummond-Fraser gffcially
received from the highest Americap authorities an assurance fhat the plan
would be favourably received in the United States. The “Federal Rgserve
Board” has singe cogstantly supporet"ed him, and its last Bujletin (February)
contained fhe doubly significant words: "

“None of these propositions for the restoration of cred’?tsaﬁas any
considerable weight of public opinion behind it exceptq:he ter Meulen
Scheme. This plan seems to have the support and approval of Western®
European as well as American bankers and financial experts, probably
because it appears to meet the needs of the various types of foreign trade
financing. If the Genoa Confererice could bring about®a recognition on
the part of political borrowers of the necessity of dorestic financial re-
forms andson the part of lenders of the desirability of the security fur-
nished by the gold bonds, the necessary machinery could be almost

€ immediately made effective.” -

“These words, the importance of which is unmistakable, particularly in
view of the organmwhich publishes them, contain perhaps;the soldfion of the
problem. Indeed, the great superiority of the system of “International Cred-
its” over other.similar systems is that, while giving adequate guarantees to
lenders, it supplies thé means of assuring an appreciable and constant
improvement in the economic and financial situation of borrowsng countries.
If, as a result of the negotiations now in progress, the plan is put into appli-
cation in certain countries; if, moreover, the work of reconstruction is to be
extended t5 territories which are still a prey to disorder and anarchy, the
International Commission provided for under the plan will probably have to
be constituted in one form or another. .
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By Wilfrid Benson S 10 cents; 6d.
MicraNT LABOUR IN AFRICA AND ITS EFFECTS ON
- TRiBAL LIFE _ 5 N
. By Dr. Margaret Read ....... . 10 cents; 6d.
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An analysis of the reports of the Uthwatt and .
Scott Committees S cents; 3d.
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TEE RoLE oF Foop v PosT-WAR RECONSTRUCTION
By Sir John Boyd Orr : 10 cents; 6d.

-

“A NEW STRUCTURE OF SOCIAL SECURITY”
The Work of the First Inter-American Conference on
Social Security at Santiago de Chile ......oeeiecerevorerrerseressonsennne 25 cents; Is.

" SoCIAL SECURITY PLANS IN GREAT BRITAIN "

The Beveridge Plan: Report of the Medical Planning
Commission 10 cents; 6d.

SoCIAL SECURITY PLANNING IN CANADA
The M.a.rsh Report and proposed health insurance
legislation y 10 pents; 6d.
A Catatogue of recent publications, which include studies on wa.rtime‘ labour
and employment problems, food control and recent developments in the field of

social se.curit'y, will be sent on application to the Internmational Labour Office,
-— 3480 Unlvgrstty Street, Montreal, Canada’ :
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RECENT PYBLICATIONS QF THE.ECONOMIC
FINANGEAL AND TRANSET DEPURTMENT

Continued from page 2 of Cover),

'Y .

. 3 ° e -
THE TRANSITION FROM WAR TO PEACE ECONOMY*

REPORT, OF THE DELEGATION Of' ECONOMIC REPRESSIONS—PART I,

Thixreport is an attempt to map oubrthe metiods and measures, bath d i i i
. t opestic and international, .
by which a-smooth transiion from war to peace economy and the mai t i
cemployment afteg the war may be facilitated. - . Y e ena?lce; of production and

* o (Seffes of League of Nations Publications’ 19431L.A.3) |

118 PAZES eveernnnnnnn "paperbo d 4/6 $1.00.
R : : ' clothbollnds/-gx.so-‘

*PROSPERITY AND DEPRESSION
BY PROFESSOR G. HABERLER  *,

_ An analysis of business cycle theories. A new and enlarged edition of this.standard work, which
has been reprinted 6 times Jn English and translated .into several other languages. °
* .

532 PARES ¢ o-luiiliiiiiiiieit e e s e e cloth bound 32/6 $2.50

RELIEF DELIVERIES AND RELIEF LOANS, 1919-1923

This study, which is a companion to “Europe’s Overseas Needs, 1919-1920, and How They
Were Met,” deals ®tth the organization of government relicf activities after the last war; the
work done.by charitable organizations; the cost of communal. feeding; the composition of the
meals provided to the undernoerished children of Europe;-theé connection between relief and
social and financial stability; the fate of relief loans; the effect of relief deliyerics on the price
and stock situation in the United States, etc. It also contains a series of conclusions based on the
evidence afforded by this experience, ’

(Series of League of Nations Publications 1943.II.A.I)

64 pages P PP PS T TTITTRPRTPPRIPRS 3.1 bound 3/6.$l.oo‘
.

ECONOMIC FLUCTUATIONS IN THE UNITED STATES
-~  AND THE UNITED KINGDOM, 1918-1922 :

This volume is concerned with the problem of assuring the reemployment of men demobilized
; from the armieser munitions factories. As is stated in the last sentence of the volume, “the major
“problem of the transition from war tepeace economy proved itself [in these wo countries] t be
not one of gettihg demobilized men and machines reemployed, but one of the ¢,%lical effects of the
perhaps unavoidably bumpy nature of postwar pent-up demand.” The work deals, consequently,
rather with cyclical movements in economic activity than with the detailed prop8sals that were

made to facilitate reemplo;:ment. . . —r

* (Series of League of Nations Publications 1942.1L.A7) *
; [ ]
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COMMERCIAL ROLICY.IN THE INTERWAR ¥ERIOD,
INTERNATIQNAL R%%ngﬁ&sbs AND.NATIONAL, -
POLI

The first part of this study"compares the commercial policies pursued in the interwar period
with-the recomme(Xations made or the action agreed upon by, conferences and othe? iternational
bodies; the second part contains an analysis of the reasons for the frequent and striking discrep-
ancy between proposals and policy‘dnd, in geéhasal, for the success,or failure of specific recom-
.mendations made regarding tariffs, quotas, exchange c8ntrol, FLF.N., preferectial customs:
régimes and other aspects of commercial relationships. Finally, conclusions 4re drawn fromethis.
tweaty years’ experience which have a clos< berring on the projects concernirg international
trade in the future now under, dnsideration among the United Nations. g, .

(Sarics o League of Natjons”Publications 194211.A.6) .o

165 DageS «eeven- prrrereesE iiiiiearinaieaan, civereeanseeeesas . & paper bound 7/6 $1.75
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JUST PU?:LISHED: . ) ) 0
QUANTITATIVE TRADE CONTROLS: THEIR CAUSES"
. AND NATURE - . . -
The purpose of this short study, prepared by Professor 'Gottfried‘Haberler of Harvard Uni-
versity in collaboration with Mr. Martin Hill of the League of Nation3 Secretariat, is to consider
what were the forces that induced Governments to adopt quotas and other quantitative trade con;
trols in the interwar petiod ; what are the relative advantages and disadvantages o such controls
compared with tariffs ; whether, in the circumstances, such controls were the most suitable instru-
ments; if so, why they were so generally condemned; if not, why they were so widely adopted ;.
whethor circumstances favourable to their adoption are likely to recug after the war and in, that

case, ﬁnaLly, what policies should be pursued. g

" (Series of League of Nations Publications 1943.1L.A.5) T
48 DAZES ceveraaennn ragpeeeens eeenees veeees verveenes +svsensepes Daperhound 2/6 $o.50.
", ‘ .

TRADE RELATIONS BETWEEN FREE-MARKET AND
CONTROLLED ECONOMIES ~ - R

This study by Professor Jacob Viner of the University of Chicago deals with the post-war
problem of the trading relationships between countries which do and countries which do not
subject their foreign trade to direct control. The problem is approached by an analysis of the:
difficultics with which countries maintaining a_substantiaily free trading system were faced in.

* the 1930's owing to the growth of quotas, exchange cortrol and Government monopolies else-
where. A critical appraisal of the attempts made to meet these difficulties leads to the formulation
of constructive proposals for future policy. . .

-n (Series of League of Nations Publications 1943ILA4) .
02 PAEES +eevrrrinrinnenn et eeeeerreenetettetaainreeatareranreas .'a...pai)erbound4/6$l.oo‘
) “THE NETWORK OF WORLD TRADE - -

Though this volume follows up certain relationships which, for European countries, were
analysed in detail in “Europe’s Trade,” issued in 1941, it represents a self-contained and com-
plete. study of world trade, Its purpose is to analyse trade from a universal point of view, as it
existed before the ~tbreak of the present war. ) :

The volume deals with the relative importance of the trade of the various areas, the nature of

~ the goods entering into trade, the dependence of the areas upon one another as buying and selling
mazkets; and the network of trade channels that connect the groups and form a worldwide

vascwa:' system. Finally the world system of multilateral trade i ined i i
of trade balances calculated for this %urpose. eral trade is examined in the 11g1.1t of ﬁgures

(Series*of League of Nations Eublicationé 1942.II.A.3)~

172 PABES vivreiutinnnnnnniniiianies Cerereaiieens rerreierraeeana, paper bound 10/~ $2.00
- - cloth bound 12/-$2.75"



