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NOTE BY U,K, DELEGATE

In view of the limited time available to the Drafting
Committee, the UsK, Declegaticn have prepared the attached
contribution to the Committee's work and to the eventual
report of the Sub-Committce, It represents not a formal
statement of the U,K, attitude to the various matters
discussed, but a possible startinz point in the search
for agreed findingse

It has been prepared undcer conditions of cxtreme
pressure and will no doubt have to be revised or supple-
mented in the light of the reports from the touring parties,
The figures, Which arc drawn from a variety of sources
believed t0 be relliablc, arc the hest that it has been
possivle to obtaln in the circumstonces. It has not,
however, been possible in all cascs to verify them from
UeKse sourcus, and they are therefore not to be regarded
as in any scnse official U,K, fipures,

We have deliberatcly concentrated on those aspects
of the problem wherc we clt that our contribution could
e most cffective and helpful. The Secerctariat already
has so much material on & country to country basis that
we have thought it umnneccssary to duplicate their work
on this part of the report. Yo have, however, thought

it desirable to prepare two statemonts enecloscd as appendices
j¢ I PP ’

onc rcloting to the pogition of the United Kingdom which we
should like to sec utilised in the Country Section of the
Sub-Comnission report, wnd ons relating to Gormany, which
has alrcady boeen Lorwarded to the Secrctariat to assist them
in any attention thoy may be dovoting to the place of
Germany in the Duropcan ¢conomy.

In formulating rccomuendation 4, which deals with
rost~War Dconomic Co=-oncration in Durope we have had the
advantage of discussing with the U,S.4. Delegation a
proposal of their own on the same subjcecct which we understand
is bheing submittcd to the Sceretariat for consideration
oy the Drafting Commilttcc,

T KENHAM

22%rd Jaugust, 1946




DART I =~ TNTRODUCTORY

DEV.LSTLMED EUROPE

For over five years ol war the greatcer part of the Continent
of Hurops wWas an, island cut off {rom the outside world to
vihich 1t had becn knitted by a century of trading. The icland
wes Lor four years unucr ruthless, all-pervading National-
Socialist control; its men and women, towns und villages,
factories and fields, mines, rivers and rallways, were worked
to fuel the Germon war machine, Its cconomy wWas plundered
and distorted into new shapes by the Maticnal-Socialist
effort to make it sclif=-sufficicnt, dependent on Germany, and
independent of the outside world which had sent it food and
raw materials and the aiall luxurics of the ordinary man and
WOman e This process was not itself devastation; but it did
vital damage to a complicated system of human and financial
rclationships which in three gmenerations had raised the living
habits of the masg of BEuropcans from primitive levels,

Over this distorted islend of Europe swept three tides
of destruction. Pirstly, the German aggression of 1939~L0,
eagtwards into the depths of roland, southwards to the eastorn
Mediterrancan, westwards and northwards to the Channel and
the North See, The fighting and the plundering destroyed
dwellings and places of work, bridgess, rcods, lochs and
railways, As men and cvomen ©led, or were killsd or herded
away, with their cottle =ond animals, the crops were neglected,
markcts broken up, ond distribution of food and goods stopped
or slowed dovwn, Recovery {rom this first wave of war was
organised by the Germans, in their own interests and according
to their patterns,

Then came the second tide of dustruction, the German
invasion and occupation of Western Russic, which crocated havoc
in the Ukraine und /hite Russia, in the Crimsa and the
northern Caucusui, And as the tide receded with the German
retroats and the Russisn pursult, it sorcad for two years
over the industrialised and food=producing peoples of the east,
roland, Cgechoslovakia, lmngary, Roumania, and sustria, to
the confines of apgricultural Prussio and Saxony and Silesia.
The third tide of destruction canes from the south and the
West Italy, ¥rance, Belgium, Holland, Luxembourg and
western Germany wore fousht over by the allied and German
armics for twelve hectic months; many of the richust, busiest
regions of westorn XBurops were devastated and depopulated, some
of them crippled for yeuars Lo COme, And Tor three years
the mastcr state of Europce was itself being systematically
devastated by Allied bombers and cxhausted by the National-—
Socialist regimels erfort to pull the last ocunces of energy
out of the German €cinomyes
somotining, mone to He done in Burope than the
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repair of this devastation, which is cormonly called
reconstruction or rehabilitation. Therc 1s also a task of
breaking and straichtening out the economic patterns inmposed
by the Gormans, in sowe countrics with the help of
collaborators, This is being attoacked side by side with the
erforts of almoot wll liberoated countrics te ostablish new
conditions of lifc through partics comnitted to policies of

-



national planning, wvhich range from full State control of .
rroduction and QonuUIOthD throurh scmi-socialist planning,
to something like the free cntorprise of pre-wvar times, ,

Yet within this variod and confusing picture of Europe
strugpling to vrecover Lrom five years of German economic
Jircetion there is ond common features the efTort to obtain
as quickly us poanible the quhp the clothingy, the houses and
the transport without which the ordinurey wman, woman and

child cannot 1ivc,

Side by sidte vith tne internotioconal offort, made by
such Doiivs au U, R.R,0, and tThe Zurorcan Coal Orzonisation
to sharve omally the short suvrplics aveoilable, wnd te graduate
and sproad cevenly vhe Drocesocs ol reocovery by consultation
and plonniag ahosdy oo dnwiviiunl national cfforitste buy and
sell where the cusdil. ot 2wd closeot opportuanitics offer, With
currencics out ol line, with pricse and costs unrclated or
unrelatabls, with 1oci. of tracsport limiting the range and
volwie of Jdeliv. pics, coumtrics are b present using the

)
Primivive

sl ciibross mothods ol bartkr to those of normal
commerce, biading thewscliy:s o neishbours biz and small,

though <o far only o ”hOPL Deriods, Adrecdy there exist
over 8C murope:n hiloterd trade agrecments, spread over 22
countrics, and therae wfb were on bhe wayve The tendency is

simply explicable; 1t cones from the desire of the peoples

at all costs O rise 1w o ruickly as pOothlG above the level

of murc survival, In nuny clwes there hop been no practical
alternative to sueh short-term bilateral methods of rebuilding
trade, But should they turn out to e more than temporary
cxpedicnts and Huosed on consldorations not strictly commercial,
they will in the Tong run cbgitruct the recoastruction of trade

on the basis o1 cunmpetitive efilcicncy.

Continental Luropce cunnot, ond has knevm that it cannot,
recover its Tornwer stundairds off living «nd production without
imports Trom outsidus Tivds 15 bruce in the long as well as in
the short run. Bven vhen Durooe 1o proviaing something like
e, nwat and doiry products, it

will still ncsd to iﬁport the cxtre foods and hou"“hold
luxuries from cubildce In 1945 corcal production over large
parts of Buropc wios Loao $han 605 of pre-war lovels; at least

S
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its normal quots ol

half the devastoted 1ands noel L1ost o yeor agoe half their
cattle, pigs and poultiry. Above all will Buroue nezd to

the rov moaterials without which

import for its industrios
cannot he produccee thde poocs wnich Will earn foreign currency.

In the PrOSPCLOW ol 193¢, the net annual imports frou

abroad of Cun iacntad Burope (cxcluding the U.K. and the

Ue Sy Sy ost oveu 1,000,uOO dollars. Since the war ended
devustated notions of

the United Staten nave granted to the
Continental Buropu cver 1,000 million Jollars in credaits for
reconstructicn L0 to ltheso :,ﬂOO million dollurs in relief
imports alloc: LUJ wr b the end of 1940 by U.H.R.R.a, on behalf

of non-Continent .1 Cduntllpu t1< cracits rocently asked for

%y Bblb.).um, Y'll Oulch_L‘t (r'(‘(’uf‘c s Creohosiovokis L, Poland . and
Italy, and the pisturs of hurn"u’~ Jependence cn imports for
rocovery ond wrospority 1o o striking os 1t is clear,
Detailcd study ol her mecds for lju/ has yet to he made, but
would probably ~hov that Linancial csslotance will still De

necded,



Her inability to pay for such a volume of imports -
inadequate though it is for the full purposes of recovery -
is tne measure of Rurope's weakness now and for some time to
come, Her exports increased only slightly in 1945 and
remained far below the 1939 level, Devastation and
distortion, hunger and privation, the killing and the neglcct
of men have reduced by something like a third her capacity to
produce - and without production she cannot trade. When we
try to find out in detail why these countries cannot produce
more we find the causes in facts that the war created, When
this summer began, 100 million people in Europe were being
fed at a level of 1500 calories or less - the level at which
health suffers severely and working capacity is quickly
reduced or destroyed, Another 40 million were living at the
little less dangerous level between 1500 and 2000 calories,
We know little of the position in Russia, but it is probably
correct to say that 30 per cent of the people of Europe are
reduced to a diet which has grave physical effects even over
a period of a few months, Europe's food production alone
cannot bring them back to normal health,

These people are also desperately short of houses,
domestic equipment, tools, clothes, and footwear, Thousands
of thc young men and women among them have had no training in
skilled work, Generations who would have taught them have in
some countries been wiped out, The casualties in killed,
disabled, missing and deported persons arc classified as
"scarcity of man-power', dbut the economic loss cannot be
estimated in figures alone, appalling though those are,
Excluding Soviet Russia, for which official figures are not
known, the devastated countries of the Continent have lost
over sixteen million men and women, over six million of them
in Poland and one and a half million in France,

If man-power is short, how much shorter is the material
power which drives the factories ancd thc transport, Western
Continental Europe is procducing coal at 30 per cent below the
pre-war rate, Even Eastern Europe, although Czechoslovakia and
and the U,S3,S8,R., are believed to ™~ nearly back to normal, is
still well below prcec-war levels, ppoduction is low because
output per man~shift has fallen: in many places because
mincrs have not enough to eat, in others because there are no
recrults to the mines from the surviving young men, everywhere
because machinery has been destroyed or overworked,

Devastated Europe is crying out for a coal surplus from
prostrate Germany or from devastated Poland,

. Take one or two examples of the dilcmmas in which
Buropean countries now find themselves, Czechoslovakia,
which has had her economy disturbed by German occupation,
could even now produce coal and sugar, glass and steel goods
which Burope needs, but she has not the capital egquipment or
the raw materials to do so on an adequate scale, If these
cannot be bought outside Europe by exports they must be
bought on credit, Poland has coal to sell: Ddut coal will
not carn the ‘dollars nceded to buy the food and raw materials
which would feed the men and machines of her textile and
chemical industries, Again, much of the food Poland nceds
was once grown in Furope, even in Poland itself; but the
farms that produced it need fertilisers, and machinery, and
animals, and seeds, The bulk of the fertilisers must come
for the time being from outside Europe, because her synthetic
ammonia industries, gasworks and coke ovens have not the fucl
they need, Animals must be bought for years to come from
outside, The machinery is nceded more quickly than local
industry can produce it.



Whether they survey their foreign trade prospects or
their reconstruction tasks at home, all devastated countries
face serious transport problems, Europe's losses in
locomotives and goods trucks were crippling:; bridges,
stations, permanent ways and signalling systems will need
reconstruction and vepair for ycars to comc beforc the
continental transport system returns to normal, Movement on
the great rivers which run through the Continsnt - particularly
on the Klbe, the Oder and the Danube - logs far behind the
level which should have been rcached 12 months after thc war,
There are as many volitical ag technical reasons for this,

If any problem demands a European approach it is this one-
the stognation on the Danube affects eight nations: the
state of the German rnilways interests Czcchoslovakia bccause
she has tradc to do with thce west: 1t also ilansterests France
which nceds Polish coal: it also intercsts Denmerk and
Sweden, 0ld customers of the Ruhr,

Here then,in the key matters of food and clothing, fuel,
trensport and raw matcrials, Europe has to struggle out of the
vicious cirale: insufficient food and clothing mean low
human output: low output and scarcity of workers, fuel and
raw materials mean low production in agriculturse as well as
in industry: low production means inability 10 buy - as
-distinct from borrowing - essentiesls from abroad, It is from
this vicious circle that international relief, the beginnings
of international planning and the poliey of the creditor
nations are trying to pull the devastdted countries, The
latter struggle with more modest means to restore trade among
themselvee by bilateral barter or compensation transactions,
supplemented by smrll grants of credit,

Some of the little that is now being produced in
devastated BEurope 1s passing across 1ts land frontiers in the
form of reparations, For example, among sx~-cnemy countries,
Finlend is exporting annually some 25% of her vre-war export
figure in reparations, Hungary and Rumania some 50% of theirs,
And Germeny, the producer ot the heart of Burope which once
provided nmuch of the cssential capital equipment of eastern
Europe and much of the fuel, fertilisers, ohemicals and
reunufactured goods of central Europs, is not only among the
worst devastated countries of the Continent but potentially
its heaviest payer of reparations,

Because of the present prostration of Germany and the
level of industry fixed for her by the controlling Powers,
that vart of the pattern of world trade which was once shaped
by exchanges between CGermany and the rest of the world cannot
return to the pre-war norm, Three ycars hence she will have
to offer only o fraction of the iron and steel monufactures,
chemicals and Tertilisers, machincry, and electrilcal equipment thed
she exportoed ten yoars 0. Thic fall in production ot the heart of
Turope met be counted ac o major factor in the situation, whether
it is regarded 2o . present loss to rceconstruction or as a
future opportunity for Germany's neighbours to take her place,
The attempt to make good the loss may well have a decisive
influencc on the shape of the whole Buropcan economy,

Not the least vicious of thce legacices lef't by German
rule and devastation ie¢ the currency inflation with which
most of its victims arc still struggling, There is available
in most countrics more purchasing power and far more cagerness
to increasc consumption and restore cquipment than are needecd
to absorb the limited goods and scrvices available, Generally
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speaking, the countries of western and northern Europe appear
to have hnd more success in reducing or blocking this excess
of purchasing power than some of these in eastern and south-
eastern Lurope, where henvy public expenditure, low revenues,
and-in the case of c¢x-enemy countrics - the support of
occupying forces and the stroin of reparation payments have
all encouvraged inflation, In such conditions even a rapid
increase in production - hampcred by the obstacles already
described -~ will not be enoush to ensure that currencies can
be brought into stable rclations, reflecting comparative
price levels and costs of productioh, The goal for each
country would have to be the fres acceptance of 1ts currency
as convertible into other stable currsncies, involving
membership of the International Monctary Fund and the
International Bank for Reconstruction and Development, So
long as such stable relations are absent, so long will be
delayed a rcturn to the strictly commercial, non-discriminatory
exchanges of the years before Germany's cconomic policy began
to dominate hcr neighbours, Whether there are othecr
tendencies, inherent in the political and economic programmes
of the post-war governments, which will rcinforce these
exclusive tendencies and lead to the formation of economic
blocs within Furope restrictive of trade remains to be seen,
Such tendencics could not be casily reconciled with the
present dependcence of Europe on that assistance - whether
through relief or credit - from internationnl bodies and from
counvrics outside the Buropean continent which has been shown
to e esscntial,

The two most urgent nceds for the devastated countries
arey firstly, to increase production for exvort and the freec
exchange of goods within Europe: sccondly, to ensure that
imports of raw materials and csscentinl foods reach Europe
from outside., It is as certaln as any cconomic forecast can
be that until after the 1947 harvest there will be not only
a Buropean but a world food shortage: that European
nroduction in the countries most necding food and raw materlai
imports will not be able to provide a surplus to pay for more
than a part of the imports they require: that the devastation
of industrial couipment all over Burope, but particularly in
Germany, will make 1t impossible for the countries hardest
hit to restart and re-equip their industries from cxclusively
Europcean sources for several years to come,

The situation is evidently one demanding concerted
action: not only co-operation between neighbouring nations
and within groups of Gavernments, but also consultation and
mutual help through effective 1nt“rnat10nal machinery,
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Over wide arsas of IZurone, vhen the Cightlny ceased,
industry, saining and transport ﬂdd been brousht aliost to a

standstill; and within = Tew months there was an acute food
crisls, acceantuated in Jouthern Afuropz by one of the worst
dlou’ﬂbS ol record. In the suaser of 1945, twelve uoniths

affter the collanse of (Geraany, vumlle the olfects of

devastation are no legs 1ln evid:@:nce,; trcasnort and eanloyuent
in industry arve ifudcoving, ond nithorto the thrent of
pestilence and feamine hes besrn, by a narrov uargin, averted.

At the lowest point touched id-edistely afteor

liveration, indugtrial production wis roedocod to less than

20 per cent. of orsa-var la raxce, 22 1;1um, the Hethsrlands,
Greecs, Poland and “uoslavls L vear loter, thsre had bean
2 markcd iaprovement in the 'ubt to a2 lzvel ranging belwocn
60 and 75 oar ceat. In ;eouuxa Jurone the Laproveuent was

less ovﬁeLQ1 in Poland “az indexz of »nroductlon rcached 60
in Deceudsr 1'&5, in Flntaad bb, znd 1n Yuzoslavia and lreece

avout 35, Revival of »3ll transport was 2 walin contributing
factor. n frence, Lo had reachosd 75 por cent, of the 1938
level, and wag szpecied to reach the .- war level by the

end of 1945, By the ond of 1945, the rollways were
functioning at about LO to 50 wer CJﬂu in fOzechoslovaoxilia,

35 per cent, in Poland, and 30 »er ccab. in Yu_oslavia,

Cl

The V““ylﬂﬂ rates of vscoviry 1a different couatriss,
in comeLlooa with goue countrios outside suronz, ars brougnt
out in the folloving table: -~

TaRh L.

General Tndex of Industerisi Production.

REED 193¢ = 100,

AVETaIe 1945 1905

TIN5 Feb. _Julr. | Dec.  Teb.  AdL.  Hay.
Ceanada 2417 228 218 185 179 188 -
U.S.A. 186 217 193 150 1759 151 147
Belgiuia 35 17 3% 58 59 75 =
Denmarik 73 77 65 82 &9 £8 72
Pinland 57 L 5 55 59 S1(iope) =
France - - Ly (auqt 63 75 - —~
Norway 65 64 43 74 91 ol 98
Sveden 85 68 ok 101 102 103 103

(Source: Teigue of Nations; HMonthly Bulletia of
Statisticg, July 1846,)

i

In Zurope as n whole eroyp »roduction in 1245 vell to

wldespread

about 50 ser coat, of pra-var, and tno output of acat and othew



livestock products to an sven lover level, In July, 1945,
averase food consumption in liberated countries ranged £ rom
55 to 75 mer cent., of the pre-vos level. In arch, 1946,
it wos still betwoen 50 Jﬂd 80 ser ceat., while in Gerimany
and Austrlay 2nd L isolated parts of Grsscs, polaad and
Yugoslavia, 1t warn bslow 50 per cent.

4 countrizs the asgsistance
iuvortance 1ln preventing
ae first stens in

In -owe oF tne worst Gevoesbaots
received CTroiy U224 tag of declsive
widespried foalns anu in orowoting
rahabilitation,

St
9]

UNR25 shipuments to countrlcs 1 surong up to tne end of
June, 1845, 4otalicd 14,7 willion toas, of wvwhich food
accounted Tor 5.3 willions, industrizl eguipment 3,80 ..illions,
arricultural su)911u; acarly €00,000, and clothing; textiles
and footwear 500,000,

Ths total valuc of sniluents »nHronosed to boe wade to
the 31gt Deco. buLg ih4s, Ls $2,L00 ... -~ Poland 47h i,
vugoslavia 429 i, “toly 420 .., (:=u 5 358 n.y Srechoslovakia
?/O e, Wirains zad Byelorussliz 250 . Sixty per cent, of
this total h.d besn Fulfilled by the cad of June, 1946.

The restoration »f consuuption levelg wust obviously
depend on preater nroduction zad Lunzoved dlstrlbution,
This lovolves tas rectoration both of physical weans of
trensmort oad oF ths echanisw of trads - filrstly Laside

gach country, sccondly detwsen Zuronsan oouatlluby and,
thi dly, witn the sutgice world. In whet Tfollovs, an
atteant ig o.ade vo sietenh biwe Srog. o poslition with reperd
to production and distribution, —ad thz ain obstecles to
Turther racovary.

¥OOD, alD AGRICULTURE.

Before the war, Coatincvntal Turope wes producila, enough
7

brsad grains, and most other Toods xc ~t tronical ﬁiOOUCuD, to
fesd its nopulation. Durin; tiu vor, averays cohsuiptlon was
Tairly el Ldanleud, cEeont in &rsocc and narts of lastern
Aazone vhero i ntins was wost ilatense 224 srolongad. The
shorbars of food uu“v'lvoy hich becnaz acute in tgg gorlng

of 1945, was larsely unzxosctsd sad nosds explanction.

igturbancs ©to ajricultural nroduction during ths
final phoses of thie iy wisa QL,<Jbr than "@g senerally realised
'lma, and Hhe food Dugurves thot ned accu.ulated outside

Burone during. the —op woovaed cu*JJ inguificient to 1.1 the
Fan. Oa tite ton of L3, tie DLz ol vhae lediterrsacan
aret, Lacluding Noxth Ailvi. ;nd oouuhuLa Turons, were
affscted by an excasionails & UVETE avou;,~t in 10u3. The
1oh5 harvest in Solgolun, fretacs, Dnkesburg, the Aotnewl nds,
Griaece; Aug url;) Craraeny @nd Lbolj$ wes between U5 oey czint.

and 60 cexr cunt,. of Dysevus, la Tugoslavia 55 ner ouAt.g in
pungsasy Less than 30 on cvat,s and i1 tho Gernan tevritoriss

cehGad to Folcad, wheys conditlions wors extreusly ualsvourable,
sroduction vias reducad ve bulow 20 08T ConT, In w0y parts
of Jastarn surons, "wote vislases had been blotted out and tho



land left deorelict, and the rocuisitioning or ds struction
of horses ¢ad oxen loft wide oreas with ilnsul flCWJJu dralt
powsy Toyr cultiveting the land.

Progpaects Tor the harvost of 1946 hold out hope of

Linnroved prodvuction thiyou hout LSUr0Ne. Grain production is
mvob ciuld to be about oinu--thinsd bettzr on the averalje than in
1945, and tho total .y posch asarly 80 wer cunt. of Hrg—ar,

TaBLL IT

T X JUIBAR OF CROP FRODUCTION 1945

TR e e e -

AYD FORLCASTS 7OR_1946

N .

(Base- 035-%8 = 100)
broad rodder
Creins Cralng Potatocs sucor Baet

19506 B Tous  TOL5 T Tohs TIENsTT T

Baloiun 55 72 53 8l 3G 5% 75
Denmark 93 92 103 107 121 il -
France 53 73 55 6h Lo 57 L9
Luxeburs 57 76 80 - 55 - -
Tetherlonds L7 83 57 118 97 123 39
Morway 1L 12y 74 81 115 111 -
U.ite 155 - 13 - 1aC - 110
Czsochoslovakia 58 &9 59 80 50 71 - 61
Greece 51 815} L& 6l 79 87 —
Yusoslavia 35 58 57 77 50 70 79
Finland 67 69 61 53 66 oL 50
Bulgaria 77 75 7L 80 017 237 18
Hungary 29 57 75 & aly 10L 22
Rouwnania 57 6% 52 7h 131 10k 124
Italy 57 76 5% 75 89 &l 15
Austria he 50 29 - L7 72 10
Gzrnany 57 53 62 - 55 &1 —

(Souzce: EH.i.7.B, and U.X. ministry of Toodl.

The Tall in livegtboc nuwidurs, palu1cu~u:_y-pi;s and

Joultry, nas beon scevere ln all occupied counvrics. In
1945 not wors Bt nalf the Hoas~=var number of pi”s re.1ained
in vhe Jetheriands, Nor s Grooce, Yurnoslaviz, TUnlary,
Rouianio, Poland, AusurL: o SO .any. Sven ia sae United

fingdow Dir, nwabers WLl *gduced during tuns war by H0 ser
cent. To couserve graln for hu.:2a conswidbion.



TASLT ITT

INDGX FUNBERS OF LIVESTOCK 1945.

PR

(Base Pre-war = 100)

Horses Cattle Pigs

RBelgium 111 93 60
France 72 97 62
Tuxeumbursg a7 101 59
Netherlands 116 &l 50
Horivay 111 91 L1
U.X. 78 108 L9
Czechoslovalkia 90 88 5l

Grouco ely 59 49
Yugoslavia L3 L5 L7
BLludLlu 92 70 53
Hungary 3L Y 32
Roumania 56 &5 50

Ttaly 79 5] 74
Austria 106 87 35
Poland 31 31 14
Gerieny - 86 L3

(sourcer #,3.0.%, Statistical Builletin, July, 1946)

E

In the worst davegtated oreouas 1t wlll take ..any years
to restore the pro-ver ancbars of horses and cattle, '

Reduction of livestocis sos lnvolved a sharp decliae
in anlmal .anurs, and .any occunied countrics had lass than
nalft their ore —an su»nt.ilise of fh”tillacrs. This led to a
reduction of soll fertility and lowexr yields. Other factors

cgsponsible for the 21l in outnut includs loss of Lanpower
through wobiligsation and comdulsory disnlaccaeznt of
agricultural workevs, shorterss of seeds, pesticildes, twins
and veterinary suopliz

o0
"

The cuaulative effset of four years deterioration of

agric UTtur: combliaed with ths drou_ .t in Soutiern Zurone,
crsated a ood deficit 211l over suvone wihlch could be oniy
partlelly wade good JJ oversca Laports. Total iLmports of
br2ed eorains into Continental Luronuz, which svergged only
4 miliion tons boelore the or, rosu tJ ~bout B titwes this
Lloguce Ao 100810, Tn nl2igiao.te the wrodn shardrzo,
tnere wag o serlous deficieacyr 2f . 2t end fets and other
aninal protein foods. wood consu.tlon fell 1n wen’
countrics to seul-~starvation Lovels, and in the soring and

carly su..ex of 4Oh6 there were shuclially afflicted argas,
both urban and rural, in wnlch ths nonulation was living on

a dist o7 Luss tnun 1)000 celorias, ox ong-~thilrd of the “horual
veculrae.sat.

Couparative filpures ror o204 consumstlion oy the non-~-farw
vonuzation in a few counvyl:s are oivan below, Figures are
lacking Tor soxe countrics wauews aonditilong llave becn vorse.
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TABLL IV

700D cOMSU:.PT IO

Celorics mer Head ner Day of non=~Ffarm Populatlon.

Pre-Tar Th1°d July Lay
L Qu arte T)‘L;‘ 5_ _'1"'9:&'\)
_24.%&.

Belgium 2,870 4,550 2,145 1,975
Denmarlk 3,270 2,950 2,850 2,850
France 3,020 1,680 1,670 1,800
Wethorlands 2,820 1,800 2,150 2,190
Norwvay 3,150 2,050 1,900 2,490
U.X, 3,000 3,000 2,900 2,850
Czechoslovakia 2,710 1,850 - 1,930
Luxemburg 2,900 2,000 2,700 2,300

(source: H.BE.C.:. statisticel Bulletlin, Juiy, 1946).

Average food consunpntion of the total population in
a nuiber of #urodean countrles and aliso In U.3,4a,

IABLE
Averige dalorliss pex ead ner Day
(Totel Topuration;.

ilarch 1945

Belgium 77
Gzechoslovakia 7L
Deniieric &9
rance 75
Gresce 59
Tuxemnburg 83
etherlands 80
Noirvay 79
ToKe 9

U.,S, A, 102
Yugoslavia . 3

Bire 1C3
Sweden 39
Austria 58
Finland 76
e rinany io3)
Italy 59
Rouwmania 90

(source: B.I1.0.2. statistical 3uiletin, July 1946).
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Provisional estimates have beun made of the caloriec valu.
of indicennus food supplies in 1S46~47 resulting from the
cowing harvsst, The cxpected imoroverwsnt in some of the
woprst devactated countrics in fastorn Surope is
narticularly notewortiy, bdbut lL should be olohacised that
the calculavions are necessarily basced on uncertain
foracasts

TASLE VI

Groups of Indisenous Food Sunplies 1946-~L7.
Countriuvs Calovlcs ver nmoud per Day.
1. Denark, Seden
and Tugory. Above 2,800,
2. Czochoglovakia,

Rounaonia, Rwlparia
Yu_ oslavia, 2,500 to 2,800

srlands,
ln and

3. Francu, Neith
d 1,900 to 2,200

(ChY
Peiand, 32
Switzerlon

L. Finiland, Ger.say,
valy 1,600 to 1,900

5. Belgiuw, “rocce,
Norwar, Austria Bolow 1,600

DU AND POER

The restoration of the »2re-~var lovel of coal
production ranks highest in order of »viority of iurope!
needs. More coal ls urgently ngsded Tor rall, riverand
sea tronsnort, ror the rovival of 'ndnbtrv, for houschold
consunptlion o fox the xanulacture o chenicals.

1

Sincce tha ead of the waw, sreot cfforts have besn
made to restors ;:oduction buv sunpllivs, even with the
addition of Lumoyrits froi tue Ualted Dbdtuu, have ronained far
below usscutlial nccds. The coibined nroduction of the United
Kingdoin, »rancc, 3clglua, xatubjlaluu, »olend, fGzechoslovakla
and Geliieny, wis 57 DUT Csnt. OFf Pro-var in July 4945 aad
Th ver cent. in Apxil 1<hs. Toaving out of aceount the
United Finjdow, where tho indox gtood at abdout the saue level
in the two uwontis, Lurops.a Hraduebion (wxcluding Spain and
Portupgal) incrsasced from 42 »er cenb. in July 1945 to 67 per
cent, in Aprin 1945 - an lacrszge o woyre thaa 50, in aine
months., n otae 3ritish and French zoacs of Geruany
nroduction more than dourled in $nis poriod, but the hosd §onl
4 » “\ Lo ey P N ] . st ar oy ) (
38; géntf g&“yiggﬁuf?d sonp mines In Lonll was only about 35
Auong the chief obstiacles ©o lacrsascd productilon,
the first is shortase of szillad ulners. Thousands of milners

wera taxen {roir occunpled couaitrics te work ia Ceraany, and
practically no rucrulits oo Tag wines wore vrainegd in any
belligsreat countiv. Secondly, outnut »ner nansnift has fallean
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everywhire, nartly through insufficilent food and the aeed for
talking time off to scarch ©or o204, Thirdly, thers are heavy
arrears of wmelintenance and a lack of wechlnsry and equlpaent
to make pood iar lossos. Lostly, there are soveral
bottlenecizs liwmiting the transo)ort 9F coel by rally, road and
inland wotervey.

In Belgium. Preace and tne Jetherland oroduc gon )

in August 15046 wap cxwocted ty 30C to rensh thoe follcwing percentage

of pre-var oroduction : IFrance 94, Delglum 78, Netherlands

56. Further incrzase derends unon lumrovement in food

subplics, s cwuiuuoqt of lubour, aad mining and transport

vquipgmnent, Tho CL,JE limiting *foctor in tnc long run ig

11%.1y tc be the SuLLLly on tralned - oplkerse  In Czechoslovakia : |

aoal production in June 1946 was apoutb 80y of the 1938monthly average.
In Poland cozl »roduction ~ithin the new frontiers

was 32 per cent, abOV@ the production of pre-—ar foland,

To increasc, and sven to .ailntaln, output iLmproved food

ratlons, cucntitics of wining cquinnent, and better transport

facilities arc requirad. The »otentiai cavacliy of the nrasent

Poland is 80.: above nro-war. i
In Ceruany, output is handicappad by shortage of food, i

insuffTiciegnt laboui, ad tne efrect of coal shorta e on the !

aanufacturs end caintenance of winin, and trans»noxrt eguipment

and on tne sunvnly of consu ey J00dS. It is unlliely thot the

present ¢xmorlt surpnius can be iﬂcreascd or evea .aalntained

unless s»necial Leasures are taken o ruomove these handiceps.

The United States h2s sent inc;:eslg; cuantitles of coal 1o

Suwone dU”in“ the last twelve months, but from July 19456

oNWArUs GXDOoY are not 1llely to averarse more than 1,9 milllion
tons par uOﬂtﬂ. This Tigure is naarly twwlce Tne averaje exe—

ports of coal in 1939,

The reduction in the United liagdoa output,; caused by
the war, hes resulted In a reductlon of czports. to less than
15 par c:nt., of the wre-war lavel, aAxmorts to Tourtaecn
_-illj_"r\’r);;ai'l CO}IH‘G]:-:L(-;S “roe wxbeetud to nverage iny anott 5()’000
tons monthly for scrnie time to comea

An laportant Conforonce was held 1o Paris in lay,
1945, to discuss the coal Sﬂo*t';bg aL which ninstecsn nations
and siz internationel orgai 2 wers reovrescated. The
shortage during ths easulng tvelve donths wes astimeted at
between 17 willion tons and 42 .:illion tons, ridressntlng a
defliciency of boti.on 254 and 455 of recuireients. The
Conferonce coacludoed that taw zhorto.e of coal in Jurops was

such 48 seriously o retard e¢eononlc rocovery, and that
widesnraed unewntoyient would be caussd unless Tursher
”cJudlil action as talzen Dy Govow both individually

and i co-opcration, The rg..odl vl o8 recoaucnded wera:

(1) %o snsure adoquote iood for thu :luers, narticularly
. undergrouad vorkers:

é J lves o recrull labours
) to: ive special sriority to thiy Lanufacture and
digtrivution ot mlﬂlﬂw goulnwent 2ad suosplies, and

to Liprove Toclliltivs o¢ the tresasnoct of coal,

to Hrovide special incent

[
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Pro—-war oroduction o1 nine 2,C.0. coumtri“s in

BUrone (Belgiun Trance, forth oz lCmp Tetherlands, Italy,
portupal, reecs, Sultzerlenr, 3wedon) ayerags d 72 m1111on
tons, COMDJLud ith an Avsuet out»nut of 5. 375 million tons.
Wonthly iuports of these countriis before the war wers 5.7
million tons; supplics nov avallable o thew from Geruany,
U.3 A.p U. K.Q Polzand cnd 3outh ~frica cre only %.56 u11119n
tons (55 ner cent.).

\TSPORT.,

During the war, roillvarys, »orte and bridges were
among the c.oia tarists of destruction. On the day of
victory, the intricatse actorik of cowaunications, on which
the whole econovyr of Juroje dedends, was virtually saralysed.
It mwmet inevitebly € ake «oyyy yooos to restore Huronean

transport to its pre-vwar level, In FraHCQ, L ,000 un, of
track and 2078 thon helf the .~rshalliag =nd t“ﬁusnshipment
varcs e ,Dt Si7eG, i Yugoglavia and Greece, tvo-thirds

of the rzllway sretem werc Hut out of use. In C rechoslovakie,

25 Dew qat. of thae tuimels were blocked; 1a Poland 70, of
tiae bridies waere dostroyaed aad about ons-—third of the
stationg, workshoos wad othor installations,

In Belgium and France onLy about 4O per cent. of the
stecam loconotives were lelt in a serviceable condition,.
In Greoce, stocxs of 700010ulveu barely sxcezded 10 ner cente.
of Dro-—ur, In the fgthar.zads 50 =2ex» cent. oF 10001ot1vcs
dizazpeared, and of thosge vsaainlng aalf were uagsrviceable

iull only 60 ner cent, of the nrs-war flalglt
2ad of uh°~A9 o:r=cusrtar nesded renair
stocic of Troi bt ovrg left was 55 per

v, and of thS& onc--Thierd wers out of uvse.
onlr 50 nar cuatv. of LL,L;hu CArS WoIe

b
of )vSOOO\ and of these 12,300 were

Rorling stock ~hilchi h2d asc L;Jo destruction was
scattured throuchout Durops, and ons oY the first tasks
vihich the Zuropcezn Centr2l Inland Trabsport OfgaﬂlSGGlon

gst ltsel” ras to sort cut onsg cad get thon veturnzd to
) D

the countrics to which they belongad.

Tor some tlue after the aG of uoscl vilss, there
was virtually oo Ladssin- . urong Lt € ”codtion
of willizry convoys, : 0 t loaediately
affected the W”OaUOtLOﬂ snd Alatird 1

ivis
2o 1L G
8C oP transpo
i f «co

O wost 2f tas inlond saotorvorys traffic was 2t a
standstill, Aln ralds and Sdoouﬂﬁc ad bhcen onliy oo
siuccessfully diruetod 2 alnst cannlg, dyk:es 20d orldges.
At tho aowent of LWOQL:oion” ony 50% kK. out of 9;02& Kite
of the I'rench iniland waltorvays woers onen to noavigation. |
Thipty-~five ner ceat. of the Rhioe flset wasg lost.



During the Allied advance into east and west Germany
road blocks and destruction of vitul bridges rendered road
transport everywhcre difficult, and in many places impossible.
Vast amounts of road vehicles were requisitioned and destroyed,
end throughout Zurope there was anocute shortage of petrol,
0ll and tyres. Long-distance transpors of civilian goods
and passengers vas practically suspended. This had grave
repercussions on the transport of agricultural produce and
Tood distribution.

In spite of the grcatest difficultics, rail transport
is gradually emerging from the state of chaos left by the
ware. Current repairs wcere greatly hempered by shortage
of sparc parts and equipment. During the first few months
after liberation, the Allied armics were in a pogsition to give
considerablce assistance, and since 1t was constituted in May,
1945, the Europcan Contral Inland Transport Orgenisation hag
accompliched o most useful work of co-ordination and
co-operation. By april, 1946, the number of locomotives in
service had increased subsitantially in France and the
Netherlands, and much nrogress had becn made in the repailr of
wagons, pérmancnt Way and equipment. In Yugoslavia, wherec
two-t Iirds of the rallroads were damaged or destroyed during
the war, morc than 75 per conte of the pcecrmanent woy is now
open to single track working, though the rolling stock
available is not much more thon 20 per cente of the pre-war
numbers., In Czechoslovakia, the number ol freight cars in
good condition is now about 40 per ccnt. ol pre-vwar, and in
Poland about onc-third of the locomotives and passengcer cars
and one-nalfl of thce freight cars available in 1939 are in
running order.

A8 rogards road transport, some improvement has
resulted from the acquisition of surplus 4Lrmy trucks, and in
some of the countrics assisted by UNRRA the number of trucks
comparces favourably with thce pre-war level., IEmergency
repairs to Duropcan ports have overcome what was at one time
& serious bottlcncck to the import of overseas supplies.

The position with rugard to inland waterways 1s by no
means uniform. Considerablc precgress has been made in
restoring the nationcl systems of inlond waterways; but
transport on the principal international rivers /The Rhine,
the Elbe and the Odor;7 for a varicty of rcasons, partly
political rather than technical, ©till lags fur behind the
level which shouald have been reached twelve months after the
conslusion of hostilities. In this respect, conditions vary
from the Rhine, where transport has made a good recovery
towards the pre-war level, to the Danube, wherc international
traffic is practically at & standstills

In general, it may be said that improvement of
tranoport has about kept pace with improvement in productiom,
and was indecd its essential condition; but to complecte the
restoration of transport facilities by road, raill cnd inland
waterway to the pre-var loevel will t-ke many years and will
require a very large amount of investment, which will impose
a heavy burden on the countrics that have sulffercd most and
are lceast able to beur 1t

CLOTHING AND FOOTVLARe

In most countrics of Nurope shortage of clothing and
footwear, especially during the winter of 194546, causecd
severe hardship. The var cut off the imports of wool, cotton,
hides and tanning material vhich Durope normally obtained from
the Western and Southern hcemisvpheres. In South Lastern
Burope particularly in Grecce and in parts of Poland and
Yugoslavia, lack of clothing and shelter was at one time almost
25 great a menacc to human 1life as the food shortagce
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The UNRZA progvrastie for coapletion by the wnd of 1546
incindes naarly A450 million worth of clotvhlag, Tootvwear and

textile »roducts 3ad raw terlialg, Shipments of raw cotton
will be 250,000 tons and of raw wool 113,000 toas. Betwasn 50
and 70 »er ceat, o these cuontitles had been shinned by the
end of Juae, aaw wool oand cotton account for 70 »ner cent.

of Uit totﬂl clothing and toxtlles Hrogroinie, Qwing to tne

rld shortoge of footwear, leatner zad nides,; 1t has oniy
ueﬂ nossible To wupnhly these at the 22ve of about 10,000 tons
a guorher.

Souie lndices of textile production Tor receat wonths are
agiven balow:

TARLS VIL

(BC 34 1939 = 1 OO)
1946

Belgliuam Aoril &9
Froace Feb. 70
Sveden Mow 99
Rul.aria ApDril &7

Sland April 50 (cotton) 33 (wool)
Tun0s avia #eb, 30 - 4O

In all countries the cnief handiccos to restoration of

the pre-war level o2 production are saortage of tralned labour,
necd of snare n3“us and replacaueints ST wachinery, and ia

many eouatrics ek of ruw 'utdilv_op particularly varn, hidos
and eathor. The textlle lndustries have guffered in all
ecountries frow withdrowal of labour and lack of recrult.ent:

e lg a gensoal “H3¢1ﬁ_u of textile
nachinery which will take several years to renedy; and tae
reduction in livestock numbers o rouglouu the =orld,

nﬂlticuW riy 1n the aevoestatsd countrics of .urope, will
perpetunie v shortoge of hid‘s znd lcataer. In the ghort-
beral,, there is difficuliy in finaccing the iL.mwort oF cotlong
wool, hides :id tannliaz \Lbki¢1 into <ouatriss vhich have
lﬂSULLlC ent SH eX“haAyc regourccs ond are unable to find
ioriets where 200 Llarg 2ad steriing. sty
thers iLs i fecton oF ¢ocl oud DowuT.

during the warn,

Indices oF Hip iron axd stesl production show .aare
laproveiaent since Liberetiog, but U;DdUCGlOJ still falis short
of thas fivst baroet o veachias the orue-ar level, Adetually,

If Toll euaployaunt 1s to oo coolised and substantial recovery
is to be wade wveor the vhole Picld oF roconstruction and

: AL > A oy ATy ey R T ST S T A .. ; kIS . N
renewals, o hl . azr aliy than pre-var Level 1s ruqullud’ particularly

as Germen production will be about a guarter of pre-waras



/7

ARIE VIIT

INDEX NUMB.RS O IG IRON PRODUCTION

(Base: 1939 = 100)

1945 1946 1946
Belgium 9 55 68
France ) 31 40
Luxemburg 7 50 72
Poland - 70 85 (March
Czechoslovakia (1938) -~ 54 74
United Kingdom 33 94 98
UeB4 hie 163 20 78
Sweden 144 115 116
TiBLD IX
INDoX NUMBLRS OF STOGWL PRODUCTION
(Base: 1939 = 100)
January January May
1945 1946 1946
Belgium 4 59 69
France 8 35 oL
Luxemburg 3 48 71
Poland -~ 7 87 (March)
Czecheoslovakia (base
1938) - 65 e%8
United Kingdom 35 c0 103
U-Soi:l.o 164: 88 128 (JuIle)
Swedcn 102 108 - 113

(Bource ¥LCE Statistical Bulletin and League of
Nations Monthly Bulletin).

German pig iron production before the war was larger
than that of France and the Unitud Kingdom combined. In
March, 1946, the production of the British and jmerican zones
off Germany was 148,000 tons compored with & pre-war nroduction
for the whol: country of 1.3 millicn tons. Undor the Allied
Level of Industry Plan Germany will probably export only a
very small froction of her 1936 cexports. This will be a
factor of outstanding importonce for -the Duropecan and steel
position.

Ffrancc was befores thoe vor an ¢xporter of i1ron orees
In February 1946 cxtroaction wWas not more than 75 per cent. of
pre-war, thc slov rate of rocovery being duc to o combinction
of shortngs of labour vund fucl and the loss of the German
market for Lorraine iron ore. The stecl industry, which
has shown o marked incroeasce during the last twelve menths, io
overywhere handicapiyed by shortoge o skilled workers, pilg
iron and fucl, as well as by the nced Tor further repluccement
of plant ond machinery damaged or destroyed during the war.

] T



FL

ANOS ATD CURRIIICY

o 8 e

Ia »reseontling any nicture of post-war juropa, SOMA3
referonce slast be ade o the guostlon of Tinance and currency,
In fomsorly occunled couatrics ong of the Aajor t2sks has
boon to deal :ith thoe inllatlionnry consecuences o7 war-tine
robbery and dovistaetlon. The Tinancinl situation has been
hoadled with verylag degrces of fimaness in defﬂ“ont
couatsics, 28 la sho™m b indicues 27 priczs and figures of
notegs in clreculatlon, AL oneg extis e there has been runawvay
flation in Grecece and Huagar; at the other, couparative
stobllity as 1n the United Win do.a, Denmark ond Morway.

IUDICES T‘L

RCULATTON AUD "HOLLS: o rrlICiS

Lote Circuleation 7Jholssalie Prices

(brsc:  Dec. 1959 (Bage™  dait. to Jdunc 1939 = 100)
= 100)

Juing 1946 Avsrege 1945 June 1945

United ¥iagdoa 205 174 179
Denmark 253 194 187
Morway 289 162 173
Hetasrlands 227 185 26 (Apl.)
Czochoglovakia 573 165 277 it
I'rance L16 353 5561
FinlanA 137 %386 605 (iay)
Buliaria 8L (anl.) 550 601 (Apl.)

I Yuposlavia there are ao nublished figurcs for aote
ClPCUL“blOQ but tne index is seobadly between 15C and 290,

and boiescxu riccg butueen throe aad four times Hrs-var
lcve1 In fOlmﬁd Motes in clrcuation are unofficially

estimnted et Tifteen Lo tueaty tiles pre-war level; official
nrices in ths oubii gsactor of the cgeonowy are 2bout ten or
twelve tiles e cad frse azaliet nriceg about 120 times

9
Pre-ar In Lb”ly the nove blfculv0101 is 1ool7v sixteen vincs
nich

L3
pre-war; an index comblines official and rree uarket
nrices stands at aboht 2,300, and frce and black ;arket prices
M;600. In Rouwanla zad Greusce noles In circulation ave
avout 35 and 45 tinss oro-vorn resnectively,

i Zresce tdb runowO“ infl:tion which started during the

var ool CQQULnu=d Gao TLrst wontn after liberation was

einded by the coan;ULLn o1 50,000 willion old drachizas for

one new drachia, Junaciy inflation la Huncery has been evea
WOrST, In the widdie of July 1545, the note circulation reachaed
the Cantastic level of 75 folloved by 24 aougats, and a new

currency, ''forint', was introduced on ist August, 1946,
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In many liberated countries the inflationary
situation inherited Trom the German occupation was
successfully attacked by withdrawal and conversion of the
currency, and by cancelling or blocking part of the excess
above a prescribed level, This was first done in October
1944 in Belgium, and early in 1945 in Denmark, Norway, the
Netherlands, Czechoslovakin, Iinland, »oland and Yugoslavia,
The Cirust e¢ffect of thece measurcs was to bring about a
contraction of purchasing pover and scme fall of prices in
the free or black marlket; but later the impossibility of
balancing Government sxpenditure by taxation, and pressurs
for incrcased wages in Lace of the physical scarcity of goods,
led to o rencwed inflationnry tendency of varying dsgree in
diffoerent countricse. In roland, free market prices and the
cost of living index fell Tor six months between iLpril and |
September, 1945, and has since risen to about the level
ruling a year agoe In Czechoslovakia, wholesale prices and
the cost of living remained steady during most of 1945, rose ;
sharply in December and Joanuary, and have remained steady
since thena In Francc, Whare no capital levy has taken
place, the volume of purchasing power, the indices of
Pbrices and the cost of living have risen by about 50 per cent
during the last tiwelve months, |

In countries where pricces huve remained relatively
stable during the last twelve months, the increase in the
volume oL currency compared with 1939 has generally been greater

than the rise in prices. The converse is true in countries
Where prices are rising, The difference is largely explained

by the degree of public confidence in the future value of the
currency, and the success vwith which dirccet price control and !
rationing arec enforccds This, in its tucen, dspends in part
on the degree of gcarcity of consumer goods, and the
willingness of domestic food producers tce market thoir

5 through official channels. :

surpluses

Instability of prices and uncertainty about their
probable future level huve made it impossible in many
countrics to wstablich foreign sxchange rates which accurately |
reficct the relative purchasing powsr of different European ;
currencics, In most countries there are black market ,
quotations which tend to under-value local currenciss, while
official rates fruouently schow a tendency towards over— ;
valuations Among th: principal Iuropean currencies, thosc of
Denmark, Norway, the Netherlands, Spuin, Iortugal and |
Switzerland priscrve roushly their pro-war relation to the !
dollar; sterling has been depreciated 14 per cent and !
the value of The SBwedish krona has recently been raised Dby !
1647 per cente. lioderatc depreciations in relation to sterling !
have heen cstablished Ter Belgium, the Netherlands and
Czechosiovak currencicc, wd the currencies of Fnrance, Italy
and Pinland have fallen bto 1ogs than holf their pre-war
sterling valuca, In other countries of Eastern Europe
(except in Czcechoslovakia) no mutually apreed rates of
exchange have yotb buen cstablished; official rates and the
bPlack market rates have 1ittle relevance, since barter
agreements are normully concludesd on & basis of world prices
rather than internal prices.

During 1945 there wos an increase of imports into most
liberated countries comparcd with 1944, but there was 1ittle
or no improvemsnt in exports, which remained far below the
1939, level,

19w
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The cxcess of imports over exports was financed
rartly by reduction of foreign assets (particularly in
the case of France, Belgium, Norway and the Netherlands),
partly by forvisn loans and credits (far the pgreater
proportion of them Trom the U.S.a,.), and partly out of
U, H.R R, funds and military relief in the case of those
countries rcceiving free assistance, the former being
subscribed primarily from the U.S.A., the United Kingdom
and British Dcminions.,

TRADE

It is difficult to estimate the total volume of
international trade in Continental Turope for purposes of
comparison with pre-war, but o considered and recent attenpt
has placed it (in mid-194L6) as nov greater than - if as
sreat as ~ a third of what it was in 1938, Moreover, the
Contineut as a whole hog at present a heavy debit balance
with the outside vorld. This last factor, of course,
(omitting from consideration for the moment its actual
size) is not as such an abnormzl feature of Rurope's trade
relations with the rest of the world, but the disturblng
aspect of the present situation is that the normal method
of Tinancing Buropels import surplus — le.e,, Dy the
invisible items in hér international account, which were
principally the yield of Buro)ean investments in other
continente and the income received for services performed
has been very considerobly dislocated by the recent war,
Europe is thercefore largely thrown back on toc her own
efforts Cor purposcs of reconstruction, and for the
revival of international trude, plus what aid she can get
from the rest of the world in the way of relief,
rehabilitation and credits,

In 1938, Continental Zurope (excluding the U.S.S.R. ),
while representing 29% of vorld industry, accountead for as
much as 38% of world trade; of this volume of trade, rather
more than half rcprcesented intra-European trade, the
remainder representing trade with the rest of the world,
It is difficult to estimate the position to=-day, but it is
a reasonable agsumpntion that the proportion of intra-
Buropcan trade has éxpandcd considerably at the expense
of trade with the rest of the world, on fortiori grounds.
A major currcnt problcm of Europeon trade, vieved as a
whole, 1s thercfore the resumption and development of
trade with the rect of the world so that necessary imports
may, s0 far us pospsiblu, e financed by exports,

Continental Burope has alwoys been dependent on
imports Ifrom the outside world for certain essential raw
materials (c.g, cotton and wWool). The decline in
agricultural production, and the diversion, ecspecially in
East.rn Burope, of the Tlow of supplies of food and feeding
stuffs from the normal chonnels, have created for certain
countrics a demand vhich would not normally exist for
imports of Tood and feeding stulfs from outside Europe,

At the sawme tine, the necd Tor capital plant for immediate
reconstruction snu longer term rchobilitation, coinciding
with the virtuval cessetion of production in Germany and
reduced levels of production clzoWhere in Lurope, results
in an exceptionally lorgs demand for imports of capital
goods from the outside world, These nceds have been
covered in part by credit assistance already granted, but
a large gap etill remains. ’
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The occupation of Continental Burope by the enemy
involved the cessation of trade of the occupied countries
with the rest of the world and an inevitable distortion of the
normal pre-war pattern of trade, Following liveration, these
countries hsd to set about rebuilding their trade with one
another and with the rest of the world wvirtually from scratch.
Apart froan the neutral countries less Jdircetly affected by the
woar, All the countries had at ficst very limited production for

export and heavy and urzent denunds for imports. Bach had
thercfore to excrcise tight control of exchange movements and
of the import and oxport of Zood3. Since the exchange carned

by exporte to other Europedan countries was geénerally not
convertible into other currencies and since the need for
imported goods was pressing, each Zuropean country, as
production gradually revived, naturally scught to use its
limited ability to supply essenticl goods in demand by other
Buropean countries as « lover for securing in return supplies
of the gmoods it most neuded. Though there are a few welcome
signs of a movement towards more liberal policles by the
countrics whose recovery hes progresced furthest, the general
position to=duay is that intsr-Ruropean trade is mainly
conducted undcr bilateral azrecments providing for the exchsngs
cf spocificd goods t0 spicified valuses. In the negotiation
cf such pileteral agrcements, each side naturally tries to got
the maximim importes of the essentinl goods 1t most needs, but
Irequently countrics cppear to have found 1t necessary to agree
to sorme dlmports of less essential goods as a condition of
finding export outlets Tor their own production of less
zsnential 000G, The gensral aim of thege bilateral
agreements is that they should balance over o limitcd period,
vub the few countries of Continental TBurope in u positioan to
do 3o have sought to agsist the rcconstruction of thedr
neighbours by providing under such apreements credits which
have enaoled tho more necliy counbries to obtain urgently
necded supplies of feoodstulls, row materinls, capital plant
end conswiacr goods Tor wWhich they could not immediately pay
in £00dS.
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Every country carrics on some trade with every other
country although in some cuses this trade 1s obviously very
small. This pattern 16 Tollowed closely in North-Vestern
Burove end the Unitcd Kingdom, for example, has some trade
with every other country in Burone. The main exceptions
to this gencral patteorn are: -

(a) The Peninsulo. Spnin is not trading with Austria,
Fronce, tlhic UsS.3.r. and o

such as Finland, roland, Ifunzary, Roumanin, Bulgaria and
Yugoslavias

(b) Austris, Italy and Grecce., Thesc three countries
have all had difficuliy in ro=sstoblishing thelr foreilgn trade,
Austria is now beginning to resume trade with neighbouring
countrics csuch as Italy, Switzerlond, Hungary and Czechoslovakila
and the occupying povers. Italy is again trading principally
with the United Kingdom, Sweden, Switzerland, Spain, Austria,
France and Denmarks, Grevcece has been slever in resuning her

trade contuacts,




(¢) The U.3,8.R. and certain countrics in Mastern Europc
The UeS.S.R, trades mainly with the other countrics in
Bastorn Burope, Her Jostern trade ic limited to small
amounts with Swedon, Switzesrland, Norway and the United
Kingzdom and there have been no exchanges under the
Pranco-Soviet Agrceument (see Table I) apart from the recent
export of Soviet zroin tTo France. An agreement, however,
is being negotiated with Sweden and ancthor has Just been
signed with Dermmark (see Table I), so trade with the VWest
nay increase in the Tuturc, The trade of Finland, ‘
Czschoslovakia and loland, however, 18 mores wide-spread
althousgh rolish trode up to the present has been hindsred
by transsort difficultics.

The trade of Hungary, Roumania, Bulgaris and Yugoslavia
is up to the prescnt mainly with the U,S.S.R. and other
countries in Bastern Durope, It is difficult to estimate
the dircction of their trade as detailed statistics have
not been releascd but it is clear that trade with
Westeorn Burope is so far limited, There has been a 1little
trade between oll thesc countrics and the United Kingdom.
uneary has resumed trade with Switzerland and Sweden
and there have been reports of trade bebtween Yugoslavia
and Switzerland, the Netherlands and Sweden which have not
been confirmed by ofiicial sources, There has been a little
trade between Bulgaria and Sweden, Switzerland and Belgiume
Hungary and Roumania have both signed asrecments recently
with France and Switzerliand, Funsary has signed agrecments
with Denmark, Yuposlavio an agrecment with France, and
Bulgnrio is nexzoticting an exchange of goods with Irance so,
as 1n the case of the U,S5.8,R., an increase in trade between
this arca and ¥Western Burope may be expeected in the futurc,

The conditions of terade prevailing in Bastern Burope,
reflect to some uxtent the changed politicol situation,
voland, befors the wor, Jid little trade with the U,S.5.R.,
mainly Tor political reasuns, and its connections were more
ana more with Wootern Buropse and OVEPRSEQd It now seems
thoet the very considerable opportunitics Lor rolish-Soviet
trude arce to e fully exploited — it may be that the
UeBaBaRRe Will aboord much of the coal of Uprper Silesia,
little of which is likely to go to its former German marketS.
The same is true of Soviet trade witn South-mDastern mBuropc,
which previcusly found its chict markets and sources of
SUply in Germanys The Soviet apreements on cconomic
colluboration with Hunzary ond Roumania which provide,
inter alia, for Tifty por cent. The e¢fi'cct of Soviet
rarticipation in many branchoes of gconomic life in these
countries has yet tc bhe seen,
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PART TTI - COWCLUSIONS AND RECOMMENDATIONS

1, #0CD, COAL AND TRANSPORT

/ This part is to follow, and will be submitted
later_/



2. REVIVAL O MULTILATERAL TRADE

We cannot exaggerate the importance of reviving
multilateral trade both amorg European countries and between
Europe and the rest of the worlda if full European prosperity
is to be attained,

The Lconomic and Social Council by its resolution of
the 5th March 15L6 announcing its intention of calling an
International Conference on trade and employment which has
associated itself with the initistive taken by the U, S,
Government in their proposals published on 6th December,
1945, has pronounced in favour of multilateralism as a
permanent system of trade, The I,T.0. proposals referred to
aim at the expansion of international trade and full
employment, especially through the reduction of all barriers
to trade by mutual agrecment between countries concerned and
more particularly seel to eliminate those forms of trade
interference which take a discriminatory form,

It is recognised that in the conditims existing in the
immediate post-liberation period there may have been no
practical alternative to the system of bilateral agreements
of a 'compensation” type by which the continental European
countries have sought to rebuild their trade with one another;
and 1t is »ossible that for a transitional period a number of
agreements of this kind may he justifiable and even desirable,
Taking a longer view, however, it is clear that bilateralism
can never represent more than a second best, 1f only because
it prevents trade from being built up on the basis of
competitive efficiency 2né the most economic international
division of labour,

We recognise that the promptitude with which particular
countries find themselves in a position fully to accept the
orinciples of multilateralism will depend in large measure on
the speed with which they restore their financial stability
and recover their productive capacity and their ability to
exnort, The period of delay or transition will in its turn
be vitally affected by the extent to which outside credit
assistance can be made available while home production
unavoidably lags - a point to which we return under
Recommendation below,

“hat is of importance 1s that any measures taken during
the transitional period involving restrictive and especially
discriminatory practices should be clearly reccognised as
purely temporary cxpedients, and should be based on purely
commercial considerations, There can be no question, in our
view, that if permanently persisted in, such arrangements
would prove a serious obstacle to the maximisation of trade
within those arcas and of Buropean trade as a whole, The
inherent dangers of restrictive agrecments are well
exemplified by the series of clearing agrcements concluded
by Nazl Germany with her neighbours in South Eastern Europe,

The rate of economic reoovery and the development of
Furopesan trade on a multilateral basis will also depend on
the rehabilitation of public finance in each country, through
the adoption of adeguate measures for the collection of taxes
and control of Statc expenditure, the stabilisation of prices
and the establishment of rates of exchange which more nearly
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equate internal and external price levels., Many devasted
countries have alrcady taken drastic measures to restore
confidence in their respective currencies, When the
neecessary degree of stability has been reached, it will be
possible for each country to become a member of the
Internationsl Monectary Fund and for its currency to enjoy
the advantages of frce convertibility with other stable
currencies,

In the framework of world tradc contemplated by the
sponsors of the International Trade Organisation, room has
been specifically enviseged for various kinds of national
gconomy, Whether thosc cconomies arce based on free
competition, on planning, or on a combination of the two
princinles, the degree to which particular nations will
decide to plan ahead their foreign trade for a period of
years will rest entirely with themselves, What is insisted
on is that in making thcir plans they should steer away from
policies and opractices of an exclusive and discriminatory
character and work constantly for the achievement of an
international trading system bvascd on the fair and equitable
treatment by all countries of each others' commerce,

5. SHORT TERM PROBLEMS

The recovcery of Europe depends in the last resort
upon an incrcase in production to pre-war lcevels and beyond,
No such increase in production can bc achieved unless supplies
of roodstuffs, raw materials and rchabilitation cquipment can
be acquired in quantities adequatce to increase the
productivity of labour and the rcbuillding of shattercd
industries, Some of the currcent shortages can be assisted
by the better distribution of goods within Europe itself and
it is recomnended that Buropean Governments in collaboration
with existing rcgional bodies notably E,E.C,E, and E,C,O0.,
should take all possible steps to that end, It must, however,
be recognised that before the War Europe, whether including
or excluding the United Xingdom, was already on balance a
heavy importer of goods, The gap was bridged by interest on
overscas investments and to a limited extent by fresh
commercial berrowing, Her whole economy rested on the import
level of foodstuffs and raw materials so obtained, Decline
in Europecan production due to the war and the disappearance
of many other ascets available to liuropean countries for
earning forcign cxchange has increased the  adverse trade
balance both by reducing the volume of exports and by
increasing the need for imports,

While an exact gquantitative apopraisal of the balance of
payments for 1947 must be the subject of meticulous expert .
studies for which time has not been available, it is,
nevertheless, clcar to us from the information which has
been assembled that the economy of Furope as a whole cannot
be placcd vpon a soatiscfactory footing in 1947 without outside
assistance to finance cspcntial imports, We accordingly
endorsae the recommendation made by the U,N,R.R.A. Council
at i1ts rccent scssion that the Gencral Asscmbly of the
United I'ations should "forthwith cstablish or designate such
agency or accrncics as it may deocm approprinte whose functions

shall includc: 5
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(a) A review of the nceds in 1947 for financing
urgent imports of the basic essentials of life,
particularly food and supplics for agricultural
production, after the termination of U,N,R,R,A,
programmes to thc extent that they cannot
otherwise be met and

(b) The making of rzcommendations as to the financial
essistance that might be reguired to meet such
needs as are found to exist as a result of
foreign exchange difficulties which cannot be
dealt with by existing agencies, ™

We recommend Turther that the agency established or
designated by the Genecral Assembly of the United Nations
should comprise a small body of independent experts charged
with the particular task of preparing before the end of
November 1SL6 a detailed analytical study of ths prospective
balance of payments position in 1947 for all countries of
Europe which anticipate a serious difficulty in financing
essential imports during that year.

L. POST-WAR BCONOMIC CO~CPERATION Iii EUROPE

1, Apart from ecxsernal assistance there is clearly need
for effective machinery for mutual co-coperation and assistance
in the economic field between the Turopean nations themselves
in dealing with those problems of REuropean reconstrucition
which require concerted action,

2, The urgent problems of the period immediately Tollowing
the liberation of the enemy occupied countries which have
demanded such concerted action include the allocation of
European supplics of goods in critically short world supply,
the restoration of transvoort and the distribution of power
and gas supplics,

3 To provide machincry for co-operation in these spheres
E,C, 0., £, B,C B, and E,C,I.T,0,, were sct up and these
temporary Europecan inter~Governmental organisations although
restricted in membership, authority and functions and without
formal relationships with world organisations, have been
rcsponsible for achicving a useful measure or concerted action
in the ficld of the wost pressing short term problems of
European reconstruction,

L. At the same time it is anticipated that there will be
longer term problems of Furopsan reconstruction which may
lend themsclves to concerted action by the countrics of
Europe because thcy arc problems directly affecting European
countries only or. which though they may be fully solved only
as part of world wide problems may nevertheless uscefully be
discussed in their European aspects by the Buropecan
countries in concerd,



5. It is accordingly rccommcnded that:-

(i) thc Kconomic and Social Council should give
considcration to the cstablishment of a
co-ordinating body which might be called the
Economic Council for Europe

(a) +to facilitnate conccrted action with respect
to the immcdiate vroblems of reconstruction
such as arc at prescnt the responsibility
of £,C.0,, E.E,C,BE, and BE,C,I,T7.0.,, and

(b) +to provide a forum for discussion of such
longer term problems as lend themselves
t0 concerted action on a Buropcan basis,

(ii) That E,.C,0.,, E.E.C.E, and §.C,I,.T.0. continue
until such time as their activities can be
effectively taken over by the Economic Council
for Europc,

(iii) That the scope and organisation of the proposed
Economic Council for Buropc should he worked
out, and from time to time revicwed, in the
light of the development of other international
agencics (e,g. ¥, 4,0,, I.B.R.D., I.M.F,, and
I,7.0,) working in the same ficld, and more
particularly of such rcgional bodlcs for Europe
as those agencies may sct up.

6, Membership of the Council would be confined to Buropean
members of the United Nations or other mewbcrs whose
governments derive authority in BEurops from responsibilitics
of occupation, Non~Europcan members cf the United Nations
would have the right to send observers to the Council and
such subordinatc bodics as it may ostablish, and the Council
should at its discretion associate with those bodies European
countries not members of the United Wations,

7. The Council and its subordinate bodics, although set up
anc supervised by the Econcmic and Social Council, would be
empowered to make recommendations and to report direct to its
members, ooscrver governments or any world organisations to
which it might be Tormally related, on any matter within
their competcnce, The European Council, however, would keep
its world parent body informcd of its activities, and would
refer to thet body any questions rclating to the world
economy as = whole, and at the same time be assigned tasks
within its competence and scope by the parent hody,

8. As indicated in paragraph 5 (iii) it would be necessary
to secure the closest integration, if nct idcntification, of
the Council's subordinate bodics with Burovean regional
offices of international agencies working in the same field,
(see paragraph 5 (1ii) above). 1In principle, this integration
at the Luropean level should reflect the close relationship
established between U,N,0, and the Specialiscd Agencies at

the world level,

9. It is suggested that the scope and functions of the
Economiec Council for Europe should be revicwed after ithree
vears in the light of exnerience gained and circumstances
then prevailing.
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APPTNDIX ‘Al

THE UNITED KINGDOM

“Then the war ended the United Kingdeom forces had
been maintaining, for neerly sixX yeors, active hostilities
asainst the Axis povers on alr, sea and land fronts which
eventually stretched about threec-auartcrs of the way round
the glohe and from the Arctic to well below the HTqustor,
This ﬂﬁdcnpread and long sustaired elffort had wmost
substantizl battle aad civilian casualties and great
sabrlfloes in new investiment maintenance and consummtion;
it had also involved a larse net transfer to others of
yealth accumulated overseas during nany years of vneaceful
colmerce, Althouzh Taced with imnense economic burdens
and problems of 1%ts own, the United Kingdom, without
waiting for the end of the war, became, through UNRRA, the
second largcest contrinbutor to the immediate fellef of war-
devastated United Wations and others in ®urope and tne
Far Bast., Immedistely after the war the United Kingdom
gave extensive prioritvies for the production of woods for

export, and by retaininy strict economic controls and
rationing &t houmec was sule to rleke availlable to other
countries a larzer proportion of its totsl industrisl

output than sny cikrer nation. By so doing the Unlted
Kingdom has not only besun to restore its ovm balance of
payments, bul has substantislly assisted world recovery,
and the resunptlon ol 1lnternational trade.

2. The Uni ed Kingdom imast, therefore, be considered in
this Report from seversl anglecs - as one of the countries
most hes Iy devesuvated by enemy bombardizent; as one of

those most burdened with sacrifices arising out of the
mobilisa ~1on and deployment agalnst the enewmy of vast land,
sea and alr forces; as a country which made a unigue

var conbtribution in snending accumulated foreign investments
to gain time Tor the 111 United Wations eflfort to be

Puilt up; s the second larzest contributor to UNMRRA relief';
as a great and early posl-wor provider of necessary Zoods
through the well-tricd methods of trade which must
inereasingly be relied on as the source of world economic
recongtruction and prosperity; and finally as a country
carcying throush o rapid snd successful econoriic recovery
and well launched on post-war nolicies of full employment,
advanced socilal services and cxvanding consumption wnich
should contribute towards aschieving the economic and socilal
purpogses of the United Mations.

3. The ccst of the war to the United Kingdom has been,
in round figures £26,000 million, or A1Ch villion. Thig

MNeans that LIMLy vork and cnergy to the tune of over

£100 billion, which mizht have been spent in ilaproving the
standard of 1iv: oz ol the people of the United Kingdom, '
was instead spent in strivins for victory which was at
last achieved.
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To put the matter in another, and perhaps more
striking wey, LL,500,000 man years vere pub into the
United Kingdom Armed Porces and the production of minitlons
up to the end of the war, and thus vere not available to
paintsein and iimprove the British standerd of living.

Vast Lrmed TForceg cannot be demobilised in the twinkling
of an eye, and heovy expendliture, whether 1t is counted in
money or in man years, has neen devoted to non-productive
Jefence expenditure &t home and overseas since the end of
the war. Much ol this ezpenditurc, such as the heavy cost
of occupying larze porits of Germeny, represents a further
British contribution towards meeting the burdens of
maintaining worlda gsecurivy.

Lt the peak of the wor, ten million peopls out of
a working powvulation of twenty-two million, were engeged
in fighting and in munitions production, out of sizteen
million women, seven million were in the Services, whole-
time civil defence or industry.

L, The British war elfort & tered L he whole pattern of
national life, The «uantity of both wheat and potatces

harvested in 1943 was more than donble the pre-war average.
Macnesium production increascd to wore than eleven times

the pre-war rate, while the production of many crticles, such |,
as motor-cars and relrigerctors was conpletely suspended.

5. o arithmetic of human suffering can establish
exectly the relotive war losscs as between the iLllies.

But aftor many weeks of delibterstion, agrecnent was reached
that the United Kingdom is entitled to claim 30% of the
German reparstion svallatvle to the eilghteen countries
represented st the Paris Reparations Conference, Four
million houses throushout the Towns and countryside of the
United Kingdon were destroyed or cdesmaged; whiclh represents
nearly threc out of every ten of the houses wnich existed

in 1939, Perhaps a simple figure like this brings home

the exient of the damaje suiffered even more clearly than

the estimate that the tofal cost of physical damaze to
property amountced te £1,300 million orn pre-war values, and
that the extent to which prowerty has deteriorated owing to
Tailurc to prescrve a nornsl standsrd of maintenance amounts

to not less than a further 21,000 miliion. Houses which
have been destroyed or damaed can be re-huilt or repaired,
althouzh thic will take a long while, But Lives which have
hecn lost ere irreplaceable. United Kingdom fatal

casualties amountecd to 386,000 and the number of vounded or
seriously injured to 503,000,

6. The roundations of the U.K.'s nomal economic life
are a nish degrec ol indusirisl specialisation, a substantial
dependence upon imported foodstufis and raw risterials, and
the maintensance of » voluvre of export trade and of other
sources of forein exchanse ezrnings adequate to pay for
tihose imports. Beiore tne wor, the UK. was dependent on

lmports for two-thirds of the food consumed by its peonle,
and spart from cousl, Tor Lthc bLulk of the rav materisls used

By ibs indusio-ics. Bt the UK. paid for such requirements
by the procceds orf its exports and by the carnings of its
erseas ¢ ountries

shipping end other services rvendered to ov
and oi 1vs investinents abroad.
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7 The effect of the war was to bring about a severe
dislocation of tne U.K. position in several regpects, which
will dnevitably take some years to remedy; namely, loss of
exports, lous of overseas investments, loss of shipping,
increase of overseas debt, and loss of reserves; hence the
neccssity for linencial assistence to put the U, K, on ivs
feet, in the form o loang from the U.S.A. and Canada to a
limit of £3,750 million and 1,250 million respectively.

Lxnorts. The loss of U.,K. export trade

ar was to a larue extent the conszyuence cf a
e act of policy. An attempt tc maintain UK. export
trade st a high level would have stood in the way of the full
degree mobilisction of nan-power, productlon,; and materisls for
the direct war e?forlt winich the situvation of the UK. required
as being the base of operations nearest T o Germany, But
food, munitions, and raw materisls ctill had to be imported.
The operaticn of Lend Lease Trom wne U.3., Mutual Ald and
other contrivuticuns from Canada, and sterling credits from
other countrics, made this compatible with the deliherate
abandonment of the export trade. The decisicn, that the UK.
should in effect disresard the maintenance of export trade in
favour of the meximum concentration of resources on the
armed rforces and war industry, undcoubtedly constituted a
raticnal anda proper allocation ci <f'fort between the Allies
whicn was willingly accepied by the U.K. in the interests of
winning the war, Rut the cutcome has been that Britisn
export trade shrank to legs than one-third of its pre-war
volume, and despite some recovery, ay be expected to cover in
196 not more than one-half of the essenticl expenditure of
the country on the purchase of a minimum volwie of imports and
on other necessary payments overseas, Thus, with the end of
the war and the termination of Lead Lease and Hutual Aid a
period of acute difficulty nuupst he faced uvntil she reconversion
of industry, the releasc ol man-powver and the recovery and
expansion of exzport markets have begun to result in a
subgtantial Tlow of exports.

9. Loss of ghionninz, More than half of the pre-war
tonnege of British merchant shipping was lost during the war.

less then three—guarters or the pre-war [ igures. Until the
fleet has been expanded and carrying trades ahandoned in the
war heve been recovered, the net income available from
shipping services to supplement U K., purchasing vower abroad
will be oreat'y below Hre-war level.

10. Loss of Oversecas Investmentno. Pinally, there is one
form of loss wilch hag been suifercd DY the United Kingdom,
and by the United Kingsdom aloue anons the Allies. Since

Scptember, 1932, the position of the United Kingdom on
international capital account has deterlorated by some
£5,000 million, oxr A20 billion. This represents over
£100 or BLOO per head. Tt is estimated thal the net
income Frow overseas investmenbs in 1245 will be less than
half thet veceived in 1970, Thic reflects the extensive
liguidation of Toreign sccurities, the reparation of loans
by overscas debtors, and the increased interest payments to
o

holders ol sterling debts caused by the heavy war cxpenditure
vivich tre U,K, hes had to incur overseas. Thus,
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necrly all the warketable U.S8. dollar sceuritics of UeKe
nationols were cowouwloorily ocquircd for selc or nledroing

in ordcr to f_lgﬂco (e wurchase of LLJlleDu andg the
construction of wer vnlents in the U.S. before the oncration of
tho Lend Leoasc Acte

11. The Increesc of Oversceos Debtes = The intecrval o tinc
vhicn must 1ﬂcv1bablv clapoc, beforce tne oimort trade can be
recovercd (nd theloss of incoane Tros investicnts and shipping
can be wede goed, veuld huve brousht cheut o pesition of

19T C the UeKe, oven if overscos bADbﬂdlLUPC
VO

C
serious difiiculty 101
nad roncinced ot pre~uvor levels.  But the ciicencics of the
invelved tae UsKe 1 cnomicus cash croenditure ovelSias.
Lorge nilitary forces had to be wointoaincs in the Liiddle
Lost 1o cnzaao thb Geruons therc: oven larccr forees
cperatcd arninst the Japoacsc in Burme ond the For Lost.
Supplics on an immcensce scolce nod to be atguired in addition
to thos. furnishcd under Lend Loasce ond bubusl Aid to sustain
those porces.  A11 this involved a crcet outpouring of
crocnditure in local CuprQCWCu, pgrtlcllﬂPTy in India, Loyot
and Polestince, whother on troon pay, the building of aerodromcs,
railvays or roads, or the payuent of local lubour, or on the
acaunigition of supplicse Such cimondituice could be covercd
cnly te o limiiitcd cuxtent by czports or hy the liguidation of
investuents;  the result hos boen that tho Je Ko hos incurrcd

hupe debis 1 the Tora of bcbunul ted sterling balances.

'

ot

3}

12, The United XKincdoui's veconversions. Desnitc the various
continuins occupation caut.itinents or the United Kingdom forces
and the difficultics of tronsport hone Tdom distont thicatros,
a repid roconvorsion to wctceu nao bécn conried throuch,
Betireen 7i0-1945 and aid-1946, tie nct tronsfor of wen-pover
cut of the crnesd Torces ond theilr uuuply wvos no less than

6 willions. In thc se L noriod crorkewrs Ter the home morkoet
vere restvorcd te oboul the Junc, ¢259, lcvol (involving an
increose of nearly 2 willieons) bnc vorkers Tor cxnort

were roaisca te once=thivd shove 1939, involwving an increcsce of
800, 000, Buildirg anc 2ivil onrincoering labour was also
iﬂCL‘beﬁ b7 cver B0 sor cenv.  uiile coa l roicined very
short the wor=tine deeline ) productiocon vios arrcstad.

Llect. icity nencrated in 194006 is running ot approximztely

twice the lovel of ten yeurs carli-re, and stocl ocutnhut is
con“idcr"bWY obove. tho 1}Jv SVeresce  pHererant shivs under
construction in the UK. in 194C totul onproxinately twice

the tonnore recorded ot bhe ond of 1930, FProduaction of
clvilicn »eossenger mctor-cars increased Tron lesa then 200
riointihly in the Tirst hold of 1945 to cver 20,000 in Junc, 1946,
and tne United Xincdcon is aolrcady oxnorting more thon twice

as mony wonvinly as in 1955, Liworts of covuicrceial niotor
venicles, cctually cxecod reur times tho pro-ver rate, wvhile
plore are ¢lse noing manufocturcd Tor hooic uscs.  Agricultural
traoctors ore onc omong soveral Ttypes of agricultural mochincry
vitol Tor Tocd nroduction viich are boeing vanufaocturcd at well
above nreo-vor love lge wlporus s a wrel. heve attoalnced a

rate crecoddin. 1938 levels in veluwac, ond .iorc than double in
voluce Production of building bricks has been wore than
trinled betveon Juie, 19L5 ond Jung, 19&69 and at the cnd of
June ovcr 100,000 nourianent nouscs and 26,000 teuporory houscs
vere under congstruction.  Thore 1s, nowuvcr, an dmmmcense still
uﬂqullebQ Goeiand Dor nov cecommiodation and olso for o wide
lete While the nwin

~

. N N N
coods ond services Tor bhe honc

P ot Ulu1mLu*$3ng nLn-pover, clcouring cr re=tooling
Ta 3 and SoGuchion Sharted nuve boen successtully
ac ishod, Doenetibs of the reconversion e¢ffort

sti ic ancade.
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The plocc of the Uaited Kinndeom in furowncon Trade

0338 tre UsKe irmorted froul the countrics of :uronc
(cireludine Cermiony, Kussic, Lobvia, meteonie oné Lithuonio)

crtiy 5207 willicn repreconting 2668 per coent of her

i’ or*s. To the szune countrics U.X. oimorts in 1938

111lion and ro=ciperts 29 million, represchating

29.5 mer cont and 10649 ner cont of her total cumerss aad
PU=CEDOorts,  Thusce Titures soow tho iLDOPtDﬂCu of thoe trade
between the U.Ke and cenvinentel Lurone, thovsn the tradce ol
the Uditud Rinedo: with the rost el the ve 1¢ {(iacludins the
Biritish Limire) oo of coursc uuch larter.  Anclysis of the
trodoe ”itl individual countrics shows that in alinoest every
cesc Impores into The United Kinvden: werc in excess of cxperts
and po-Ccxnorts combincde.

irperts in 1938 consistcd as to 70 per cent of

[ ] Laite
tooastults and rovw weturicls. 11@ nenurscturcd gooas,
reproscenting the romcining 30 wor opno, included inports ol
such ZooGs o5 1lren and stesl, s; cicliscd uechincery, »aocy

I &al

ond tinber nonulfzcturcs. prorts in 1938 consisted nicinly
of wuwwnufacturcd roods and coals

15, In the Tirst six wionths or 19bLe U.K. inperts from

those countiica totulled 5061 million, wnd cumoris and
re-ciperes S1LD 1illion cnd 18 milliion resnhcectivelys  Thesc
ficurcs veprescnt resnpcetively 1540, 35.0 and 77 per cent of
total U.Ke. dioorls, crporis and ::*uAﬁoruu. U.X. imports of
coscntiol Tocastulls «nd rovy materlicls _ﬂOu continental
Luropc arc touvororily limited by avallebilities, while Tor
balence of moysents recocens it is nccossury Tor the time
bcin: to meintoln scme rostricticn on iimports from oll sourcos
of wanufocturcd coods not rorarded s ussenbicl.

RERE 2
2

be netod that the prevorticn of total
coins te Durone is warkealy hir bh

s hicher than in 1938
UeKe 13 ciportin: nicre 1o thesce cocuntrics as a
croup thon ticy oroe Londing to the JeKe  snolysis by countrics
3nows T fact the countrics wit uwnich there 1s on cirecss
of U.K. c;nowuu ovuer iriporis are thrsc wihich werce cccupicd

by the (nomy. The cxport figurces, wivich includce shipuents
to the order of UelleileReAe, 1llustratc the mocsurce of thne

N
help beinc ~iven by U.K. cimorts to the reconstructicn of Laronc.
17. Loolkiing aneed to iorve nornel tinmes it soons foasonablo to
aspwae Lonet uwncer concitions of ull vunlow et end high
indugcricl cvevdvity, the UoK. will diport fron LUPODL largcc

QHantitﬁcg or Loouuuuff° cnd row o etoerials when tihcy acain
becoi cnl ble 2ad pHrovided thoe Duropcan vroduccrs con supply
at coupetitive wverld prlcos. It ¢leo scwas Jikoly thot therce

will be & continvin~ denand for many of the nanufcctured ccods
which ucceounted Zeor the bolence of ncrmal Ue.K. dwports Trom
Luronc. AV the gpome tiie the U.Ke shoulc ¢ in a cosition to
supply wany o the tyaes of foods Torncrly 1n>ortud Troi GCriialye
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APPLNDIX 'mt

MEMORANDUR CN THE RECCONGHMIC SITUATION IN GERMANY AS AFFECTING
FEURCOPEAN RECONSTRUCTICN

1. No survey of post-war European cconomic reconstruction would be complete
without an examination of the present and future position of Germany whose
structure will differ very considerably from the Germany of 1939, It is not
the obgject of the Sub-Comamission on Devastated Areas to maeke a study of Germany
under the samc terms of reference as Allies or cven other ex cnemies, but it is
essential to take cognizance of her position under the Controlling Powers in
order that other countries may wakc the necessary adjustments to their own
economiess

2. In speaking of Germany the area under consideration in this paper is that
vhich is subject to the authority of the Allied Contrel Commission, i.e. the
Altreich less the territory lying to the cast of the Oder-Western Neisse 1ipe.
3. It is oroposed to consider this subject in two parts, the short term
aspect and the long term aspect.

Part I, Short Term Aspect

L. The period under review in considering the short term aspect is up to the

e¢nd of 1948,

5. Germeny through her own fault is probably more devastated than any other
cecuntry as a rcesult of the war. There are two basic limiting Tactors in that
country tcday which conditicn the life and prospects of the inhabitants and which
effecet Europe as a wholc. They';re foed and coal. No less important to the Germar
but of lese dircct international significence is the problem of housing. It is
worth cxamining these matters in some detail. Germany in pre-war yecars was only
about 90% sclf-sufficient in food supplics. If the eventual Pcace Treaty with
Gerrany confirms the loss of territory lying to the cast of the Oder-Western
Neisse linc, this will deprive hor of sbout 25% of her agricultural land producing
& large surplus of cercals, potatoces end livestock products which were consumed in
Western Germany. The population of the new Germany, on the other hand, would be
little less than it was before the war. The upkeep of the British and American
Zones is at present costing the two Governments concerncd about £130 millions
almost all of this represents the cxcess of imports over exports from the two
Zoncs. The greater part of the imperts consists of food. Even se, food irports

arc far from adequate owing to the world shortage of supplies. The ﬁost that can



bu done is to give the normol consumer a daily ration amounting to sbout 1200
calories which is 1little rniore than half the quantity considered by UNRRA to
be cssential to meintain o healthy population. Higher ration scales are in
force for certain categorics of workers but thesc scales are still too low znd
the effect has been to restrict very considerably industrial effort.
6. The coal ficlds of Germany, and particularly those in the British Zone,
are vital to the industrial recovery of Europe. Since the surrender a high
proportion of the coal produccd has been exported and has been a valuable
contribution to o measure of cconcriic rccovery in recipicnt countries. The
present level of production is, however, erntirely inadequate and strenuous
efforts to increase output have lately had little effect. The rcason for this,
eport from the shortage of food mentioned above, is that it has been found
impossible in practice to rcevive one industry in comporative isclaticn without
alsc rehobilitating to 2 certein degree thosc activities which arc ancillary to
the cosl industry or thogse on which the industry itsclf depends for cssential
supplics. lorecver, in the abgsence of consumer goods there iz little incentive
to increase production wud the problew is further aggravated by the inadequacy
of heugsing accconmuzdation.  An iznrovement in these conditions is indispcensable
to an inercaced outpub of conl and cannot be achieved without increacsing the
consumption of coal in Geraany. A quadripartite Coimdttec of oxpefts appointed
at the instance of the Council of Foreign Ministers is at present considering
means whercby the producticn of coal in Germany can be incrcased. Pending the
submission of its findings towords the end of August coal exports are being
meintained despite the facts that the present level of exports

(a) acts as a deterrent to an increasc in the production of coaly and

(b) imposes a heavy burden on U.S. and British taxpayers.
7 It is a pre-requisite cf prosperity ond well-being in Europe that Germany
should achieve as rapildly as possible an econcmy which is viable as the result
of her own efforts rather than relying un financial contrivutions from the
U.S. end British nations which cre not expected to continue indefinitely.
In default of Germeny cbtaining o balanced econoryy she is likely to suffer a
cormlete hreakdovm wvith scrious conscquences for the rest of Europe. It is
thercfore the obJject of the Occupying Authorities to achieve a balance of
vayments and to balence the German budget. The problen is rcally one of finding

~ way of increasing cxports to pay for minimun essential importse Imports will

orimarily censist of staplce food products and raw materials for fertilizers and
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other essentials. There can ve no import of pre-war luxury foodstuffs. and ..
consuner goods, and Buropean countrics which provided these for Germany before
the war must look for other customcrs., Most of the wheat which has to be
imported comes from the doller crea and it is necessary to ensure that Germany
receives sufficient dollars for her exports fo pay for these imports.

8. Germany is able to export very little in the way of menufactured goods at
present due primarily to the shortage of coal. Her major exports nust,
thercfore, be largely confined to raw materials of which potash, timber and
coal will form the greater part. It is in the interests of Europe as a whole
that German exports should be increased as rapidly as possible.

Part 1I. Long Term Aspect

9. Cn the 27th March, 1946 the Allied Control Council in Berlin agreed the
plan for Reparations and the level of Post-War German Economy. The main
assumptions under-lying this plan are:

(a) that the population of post-war Germeny will be 66.5 million;

(b) that Germany will be treated as a single economic unit;

(c) that exports from Gernany will be acceptable in the international

mérkcts.

(d) that the Western frontiers of Germany remain unchanged.
It has been frequently stated that it is the policy of His Majesty's Government
that Germany should be treated as a single econcnic unit. This is not at present
being carried. out,
10. The guiding principles of the plan nay be summarized as follows:

(a) Elimination of the German war potential and the industrial
disarmament of Germoeny.

(b) Payment of reparations to the countries which had suffered from German
agpression.

(¢) Development of agricultural and peaceful industries.

(d) Maintenance in Germany of average living standerds not exceeding
the average standard of living of European countries (excluding the United
Kingdom and the Union of Soviet Socialist Republics).

(e) Retention in Germany, ofter payuent of reparations, of suf'ficient

resources to cnable her to neintain herself without external assistance,
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11. The plan divides the industries of Germeny into three broad classes,
those which are to be prohibited entirely on grounds of war potenticls,
thosc whose output is to be restricted, and other. The agrecrent reached
with respeet to cxports and irmorts was as follows:-

(2) That the value of exports fron Gerimeny shall be planned as
R 3000 million (1936 value) for 1949, and that sufficient industriel
capacity shall be retained to producc zoods to this value and cover the
internal reouirements in Germany in accordance with the Potsdam Declaration.

(£) That approved irports will not excecd Rid 3000 imillion (1936 value)
29 compared with R 4,200 million in 1936.

(c) That of the total proceeds from exports, it is estimated that not
icre then IA 2500 million can be utilised to pay for imports of food and
Todder if this will be reguired with the understanding that, after all idnmports
yoroved by the Sontrol Council are paild for, eny portion of that sum not
nceded for food and fodder will be used to pay for costs of occupation and
scrvices such as transport, insurances, cte.
12, Following the approval of this plan (subject to the four basic assurptions
in paragreph 9) it was agreed thot the existing capacities of the separaste branch
of production should be determined and a list compiled of enterprises aveileble
for reparations which represents the capacity remaining in excess of that
vermitted under the plan.
3+ There are certcin clear inferences tc be drawn fron this plan. Firstly,
“here will be a substantial overall decline in the general level cof German
woduction (estimated at about LO-L45% of 1938 level)s. Secondly, the restrictions
nposed upon Germeny's war pobtential industries will substantially rceduce her
portance as an exporter of stcel, cngineering and chemical products.
fhirdly, bhecause of the restrictions imposed on war potential industriecs and
o? Germeny's necd to maintain her i.ports at some 0% of pre-war level an
eipension will be necessory in the exports of wveaceful industrics. The effect
o these developnents on the rest of Burope cre bound to be considerable,
trough their full impact will be to some extent mitigated by the irplementation
- o the reparation programme which involves the transfer of certain capital

asscts from Germany to other Buropean countries.
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. Although under the Level of Industry Plan Germony's stondards are to be
reduced to the average of Furope excluding the U.3,3.R. ond U.K., this provision
was intended as o yardstick by'which to determdine the type =nd quantity of
recporation deliveries and will only coperate during the reparation pericd.
Thercafter it is to be cxpected that Germany by her own effeorts will be able to
cffeet an increase in her standard of living and in the level of peaceful
industrial production; this should result in cn expansion of her foreign trade.
Nevertheless, the lirdtations on steel and enginecring capacity will undoubtedly
nct as o broke on this development and for sone years to come Germony will be
concerned with rcducing the cost of her imports which cen only be brought sbout
by o recorientation of ber 2 ricultural and industrial econcrye

15. Therc is no cscoping the fret that these chianges in the pattern of

Geornn ceonorny will result in o disloeation in the economic life of neighbouring
countries vhether the plan is integrally carried out or partially imodified.

It musf, however, be rccosniscd that the majority of rcstrictions on Gernan
production which arc cnviseged under the Plan have to sone exteht already been
brougzht sbout as a result of the Allicd bowbing during the wer ycars or are
cssential on security grounds. The nct offect of these measures will be so to
rcduce the German standard as to make it difficult to mekce any mejor adjustments
in the German position with a view to alleviating the difficultics of other
Turopean countries. Any further restrictions of pcacctime industrics which werc
designed to reduce the postwar coupetition with sisilar industries in neighbouring
countries would leave Germany with only less than o Lare subsistence levels

16, In the Appendiz to this peaper arce set out in considereble detail an
cstimate of the changes that zre likely to occur in the German ilmport and

cxport traze in accordance with the Level of Industry Plan.



TWPORTS

For many years the cost of necessary imported food must dominate Gecmany’'s
imporf account. Provision has been made for o moximwa of RL.1500 million at
1936 prices to be wxoended in thils way ond if the cmphasis on the development
of' agriculturs in the next few years leoads to good nrogress in restoring pre-
war yiclds and beginniwg: te builld up livestoclk numbers, there ig rcason to expect
that imports to this value Logcther with indigenous production will provide an
aduguate dict for the Germon population thoueh one conciderably below pre—woar
standard in quality. Germany will certainly not be able to afford to poy for
imports on anything like the pre-wor scale of the more expensive types of food
stulf s such as fruill, vegetables, dalry products and tobacco, The reduction
in imports of semi-luxury foodstuffs will mean a considerable loss of' mark:ts
to Holland, Italy, Dewmark cnd the Bollun countrics. It mey well be that in
coursc of time Geormany will succced in producing for herocll the hich-cost
senmi~luxury foods ond might oven become in e positicn te cxport chese in
competition with the countrics mentioned above,

2. fertiliscrs

As o conscquence of the cventual suppreossion of the synthetic ammonia
procecss and of othor measurcs of industrial disarmament, the import reauircment
oft Hhosphates and nitroeenous fertilisers will be considerably hicher than in
1936, the fomacr perhaps showing o three fold incercasce and the latter, when
supplivs are available in $he vworld narket, rising to perhaps 250 millions
cuinpared with sbout 11 million Reichmarks in 1936.

3. Rear Materials

Turning to imports of raw miterials, sinec Germany in the intorcsts of
conserving foreign cxchange wiill midke o naxdnun use of gerap and cxploit her
owmn resources of metallic cres and alsc beenuse the lovel of the wetallurgical
and cnginccering industrics will be rocduced, o rcduction to about onc third of
the 1936 valuc may be looked for im the imports of non-ferrous motals, scrap
and alloys and netallic orcs, It is difficult at this stage to assess in any
detall the offcet uwpon the cxport trade of othor Luropcnn countrics, dstong

/those



those possibly affceted are Sweden, Norwny, France, Yugoslovia,-Greogo,
Holland and Belgium, In the nose of Sweden the offcct may be scrious though
there should be some éompcnsuting advantage in that the reparations machinery
made available from Goﬁndny to other countrics should open the market of thosc
countrics to Swedish orc,

Ly Liguid fucls and Lubricants

1

Owing to losg of furritory, the reduced scalc of industry in gencral and
the scvere reduction in production ol motor vehicles, a reduction may be
expected in imports of liquid fucls and Ilubricmnts. The production of synthetilc
oil is to be prohibited, however, and indigenous resources in North West Gernany,
cven if fully cxploited cannot;mcct all recquircments., A rough cstiante dght
put the long term imports at 6045 of 1936, The Suropcan countries mainly
aff'ected arc Roumanin and indirectly Holland and the United Kingdom.

5. Chcmicals,

Chemical raw naterials, rosin, copal and shellac, were obtaincd by
Gernany from o varicty of countrics, The rostrictions on the futurc output
of the Chemical and Chemico Technical industrics will result in a reduction
of theso dmports by cbout half comparcd with pre-var,

The production of synthetic ruvber in Gemmony ig to be prohibited while
on the other hend requircnents will £all as o result of the decreasc in
production of motor vchicles and the gencral reduction in the level of
industry. In conscquence Germany's future import requircments may be cxpected
to be rather lecs than hadf the 1936 level. This docs not affect any
Zuropean country cxcept indircetly Holland and the United Kingdon,.

i)

6. Ball ond Rollcr Booriugs

The production of hall and roller bearings is cventually to be
prohibited on grounds of industrial disarmancnt. Imports in 1936 were
negligible and pechaps 35 million Reichmarks at 1936 value might be roquired
in futurc to mcet total German nceds, Sweden andthe United Kingdom arc the
madn Buropean countrics fron vhich thoesce supplics micht be drovm,

7. Hides and Footivoar

It has been ostimeted thot procuction of boots and shocs in 1949 will be

)

ot 70% of 1936 levels. This colculation is bascd on the lower standard of

living which muet prevail in post=war Gemmny. Production, however, moy
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exceed this estimate unless ~therwisc defermined by the Contrnl Council.
Similar remarks apply to pulp and papcr and to textiles and apparel which are
dealt with below. Indigencus suppliies of hides and skins will also be below
pre-wer lzvels and on balance import requiremsnts are alsc estimated at 70%
of 1936.  Germany before the war drew her supplies of sole leather meinly
trom Latin America and of upper leather from a number of European and other
countries,

8, Timber

Her forests constitute onc of the mejor natural assets left to Germany
cnd she will be expected to utilize them t5 the maximum economic extent. In
the catalogue of minimum essential imperts, therefore, little more then certain
special types of wood <.g. tropical woods for furniture-making are included.
The result may well be to cut imports to under 10% of 1936 valuc.  The
surcpean countries mainly affected are Scandinavia, Russia, Austria, €zecho-
Slovakia, Poland ond Yugo-Slavia.

9. Tcxtiles,

Production of textiles in 1949 hes been estimated at 10 kilograms per
head including 2 kilegrems for export; this is & reduction to 77/ of 1936 by
welaht ef fibres. Allowing for the limitation placcd nn the preduction of
synthetic fibres (185,000 tons per annum) the future value of textile
fibres imported may be assessedat about half the 1936 figure for fibres and
yarns. Suropean comtries mainly affected are the United Kingdom, Belgium,
Holland, Switzerland, Italy, Austria, Czccho-Slovokin ond Turkey.

10. The foregoing list covers most of the important categories of future
cssential imports other than technical oils and fats which may bc expected to
remain at about pre-war levels and row fur pelss which may be reduced to,
say, 407%. There will, however, be a large nunber of other speclalised items,
the import of which will be found necessary to meet shortages in domestic
production, for example, certain machinery, heavy forgings, wood—puip and some
miscellaneous manufactures. In the most general terms these imports may be put
ot about cne-third of pre-war and the effect of the reduction will be wide-
spread.,
1. The overall cffect on Germany's import account mey be summsrised as
follows :-

Food and feeding stuffs up to A mroximum of 1,500 millions compared

with
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with 1,485 millions in 1936; all other imports, 1,500 millions~compored with

2,733 millions in 1936. The figures for 1949 cre in terms of 1935 values,

SXPOKTS

12.  4As 2 result of the restriction of metellurgical enginecring and heavy
chemical industries on grounds of industrial disarmament, Germany's exports under
these heads may be expected to suffer o drastic reduction compared with pre-war.
Iron ond steel products and mechnnical enginecring mey perhaps fall to just over
one-sixth of ths value in 1936; electricsl equipiment to perhaps one-half;
vehicles to rbout one-sizth and chemical and chemic-technicol products to under
one~half. within these broad categories, moreover, there would be a change of
cmphasis; for example, the engihocring products would mainly be light and medium
rather thoan heavy and would not include mrchine tools; the vehicles will consist
mainly of bicycles; and while pharmaceuticals might be at approximately pre-war
levels, dyestuffs and heavy chemicels would be drastically cut, There is hardly

o country in furcpe which will not be effected by these changes although the
incidence of reparations may in some cases compensate by the trensfer of productive
capacity from Cermony to other countries.

15, The optical and precision instruments industry in Germany is restricted to
70,5 of 1936 but is nevertheless expected to contribute almost as much to the export
account as pre-wer.

1. The restriction of production of non-ferrous metals in Germany on grounds of
industrial disermament will causc a reduction in her exports of non-ferrous

metals products to between onz-quarter 2nd onc-third of the pre-war figure and it
is probable that the exports will be concentrated in the higher-valued finished
products.

15, To counterbalance thesc curteilments, Germany will have te seck an expansion
in her exports of products from the relatively pceceful industries wherc no
restrictions have been imposed - for example, wooden goods (including furniture);
stones, clays and other quarry products: ceramics, glass and glassware; leather
goods; Dbooks and stationery and peper goods; toys and musical instruments;
textiles ~nd appare}. In some of these cases there will be a conflict of interest
between satisfying the demands of hor own population for post-war reconstruction
and the need to earn foreign exchange.

16, In cddition to the Torcgoing, an increase in the exports of coal and coke of



about ono~qd::r‘b4rz~.nc1' of othcr mincral products (mmly potash)" of about one-
half arc anticipated, |

17. Ixports of clectric power ars also cxpected to make some contribution of
forcign cxchange comparcd with a negligible amount pre-war, The Level of
Industry Plan provides for 400,000 tons of paper for cxport, which would
mean a reduction of about one-sixth in the value of exports undor the heading
of paper and cardboarnd comparcd with 1936,

18, There remaing a miscclloncous group of cxports which werc valued in 1936
at about 250 nmillion Reichonariis and a similar allowsnce should be made for

1949 althoush the compositicn of the miscellancous group would not ncecssarily

be the same. In sum tobal, the cxports of R 3000 millions in 1949 (at 1936
valucs) comparc vith RM 4,768 nillions in 1936,
19. Two tables arce appended showving Germeny's imports and cxports in 1936

by aajor catecgorics and the princival countrics involved,



TABLE 1. GERMAN IMPORTS IN 1936
(Value in Million RM)

96

K. U.S.A. China Norway Belgium Italy  Hungory Gréfce Roumenia . N.E.I. Brazil
Total U.K. U.S.A Russ1a France Tt ai’d HollfgLand atnia Gzeoho. Turkey Bulgaria India  Argentine
Denmark Poland Yugoslavia Japan  Chile
Mexico
FOCD AND FEEDING STUFFS TOTAL 1,485 25 18 5 5 5 217 100 135 92 116 108 107 113
of wh. Cereals o7 1 - - - - 2 1 10 11 3 5 i
 lleat and products 205 3 2 - - 9 56 11 5 Ll 29 - *
Sugar and hone o - - - - - - - - - N - -
Tg% aceo Y 129 - 5 2 - 1 - - - - 53 20 B 8
Edible fats and oils inc. :
oilcake 259 - 2 - - 47 41 1 - 5 - 5 50 b
Beverage (tea, coffee, cccoa) 166 - - - - 1 - - - - - - 9 50
Wine etc. inc. hops 2k - - ~ - - - - 5 7 ¢ 1 - .
Othsr 629 21 9 3 5 1 118 87 115 23 59 50 9 23
METALLIC ORES TOTAL 309 L 11 1 w7 117 L 6 ¢ 5 6 8 -
of whe Lcad and Linc 20 2 - - - - - - - - - 3 - -
Iron 168 - - - 36 ~ 107 2 - - - - -
ilongenese, chrome and nickel -
ores 20 - - - - - - - - - 3 - 3 -
Hdrngenese endiron-beoring
cinders 17 2 - - 6 - - D 1 - - - - -
Sopper 10 - - - - - 2 - - - - = 2 -
Bauxite cnd cryolite 20 - - - 2 - o - 3 g - 3 3 -
Pyrites 16 - - - - - 5 - 2 - - - - -
Othcr non-ferrous 38 - - 1 - 7 1 - - - - 1 -
NON-FEPROUS :ETALS SCRAP ALLOYS  TOTAL 159 A 12 - - - 17 20 L 6 - 7 12 18
of whe 88 10 10 - - - 8 6 - 1 - [ - ?
Copper 6 1 - ~ - - 3 - 2 - - - 1; )
Alupinium 22 - - - '_; - - 5 - - - - i
Tin- Ne Qe - - - - - - - - - - - - _
Magnesium 7 2 2 - - - ) - - - - - 3 5
Nickel 1 1 - - - - - 2 - - - - ’
Lead 14 - - - - - L 4 - 5 - - - _
Zinc 8 - - - - - - 3 2 - - - -
. Other
IRAN AWD STEEL
Piz Iron and ferro-alloys 1 - - - 2 - 8 - - - - - - -
Courson—grade steel 65 I - - - - 9 33 7 5 - - - ~
Spect al - - - - - - - - - - - = - ~
Heavy forgings - - - - - ~ - - - - - - -
LIQUID FUEL AND LUBRICANTS 171 2 45 17 - - - 1 - - - 53 6 1
THCHITICAL FATS, OILS + 50, 7 2 - - 5 9 7 - - - - 8 -
0il seeds for techrpical purposes 32 - - - - - - - - - - - b
OTHER CHEIChL RAW I TRRIALS , ¢ _
(including tar distilla#ion products) L8 - 11 - - 2 - I L L 2 - .
KOSTH, COPAL AND SHELLAC 21 - 6 - - - - - - 1 - b p
RUBBER, GUTT: PERCLA 5D maq’iu 66 - - - - - - - - - - - 18
BfLLL AND POL..JIIR B_;_.).;_R_[N [‘_ - _ - —_ — 2 — 1 — — - - =




L/ g Totzl U.K. U.S.h. Russia France China Sweden  Belgium Svitzerlsnd Hungery  Greece  Roumania N. . Le Brazil
Norwzy  Heolland Italy Czechos Turkey  Bulgaria India Argentine
Finland Austriz  Poland Yugoslavia Japan Chile
Denmark Hexico
HIDES AND SKINS 140 3 - N 12 3 13 2 11 7 9 39
FUR PELTS, RAW 37 11 1 - 3 - 2 - - - 2
PHOSPHLTES 40 - 15 - - 11 - - - - - -
of wh. (&) Phosphate rock 2 - 15 - - - - - - - _ _
(b) Thonas neal 12 - - - - 11 - - - ~ B _
(c) Superghosphate and other L - - - - - - _ _ _ _ _
OTHFR FERTILISERS (nitrogenous) 11 - - - - - - - - _ _ 11
WOOD sND PRODUCTS 48 - 9 - L3 - 13 L7 2 17 1 -
of which. Round timber 65 - g - 2 - 5 18 1 1 - -
S:zvm tizber 92 - 2 - 17 - 3 13 - 16 1 -
Wood pulp end ccllulose 16 - 7 - 1 - 1 1 - - - -
Plywood and vencer and -
coopercuze ctce 11 - - - 2 - 2 - - - - -
Pulprood 50 - - - 8 - 2 1 - - - -
Tooden goods (inc. cork) 8 - - - - - - - - - _ -
TELTILES: RaW WATEEIALS 550 24 78 18 - 20 25 1 2L 10 61 112
Silk anc rayon 12 - - - - - 8 - - - - -
Yool ené¢ heair 22¢ 18 - 1¢ ~ 13 3 - 18 2 2 53
Cotton 258 4 78 5 - 2 - - 15 -~ 29 55
Plax, hemp, Jute snd sisal £1 - - 3 - 5 1, - 8 %0 L
Weste 10 2 - - - - - - 1 - - -
YLRNS : 138 48 - - - 1 L8 15 - - I -
8ilk an¢ rayon and steple fibre L7 - - - - 6 35 i - - 2 _
ool _ 28 15 - - - N 3 7 - - - -
Cotton 15 32 - - - 1 9 1 - - - -
Plox, Hemp, Jute ctce 18 3 - - - 3 1 6 - - 2 -
PIECEGOODS, IOSIXRY AND CLOTHING 57 18 - - - - 16 3 - - 1 -
I SCELLLNEOUS: ‘
Rew petroleum end tar 25 - L - - - - - - - - 10
Coal and coke 84 L0 - - - 19 - 19 - - - -
Bed feathers 24 - - b 2 - - 7 - 6 - _
Tenring bark and cxtract 18 ~ - - 1 - 3 - 1 1 - 3
¢ Leather 26 5 - - - 6 3 1 - - L -
Coul ter dyes, paints 17 - 3 - - 2 9 - - - - -
Horscs 1 - - - 1 5 - N - - - -
Keachinery 30 3 - - N - 9 - - - - -
Electrical apperatus and
machinery 18 - - - - 6 L h _ - - -
Books, papers and pictures 14 - - - - 3 9 - - - - -
Pherneccuticals 7 - - - - - L - - - - -
Hend tools znd other iron and '
steel menufactures 12 1 - - 2 - L - - - - -
TOTAL i1, ITHIS 4,218 26, 232 113 L8C 307 391 263 187 225 279 365




T.BLE II. GERMsN EXPCRTS It 1936
(511 Tigures in ndllions of Hil)

50 Total U.K. U.S.A. Russia France China Swcden Belgiun Switzerland  Poland Greece Roumenia N.E.I. Brezil
Norway Holland Italy Hungery  Turkey Bulgoria India  Argentine
Finland Austric Czecho. Yugo- Jzpan  Chile
Denmark slavia Mexico
LINING K ‘ |
Coel ond Coke 388 - - ~ 86 - 26 101 109 23 3 A - 7
Potash 51 6 10 - - - 7 11 - 5 - - 5 -
Other wincrels 5
Stcnes and Clays IS
IRON AND STEEL & ANS. Total 765 33 21 2h 18 36 9l o8 71 17 33 30 L6 81,
Ships L6 7 - - 1 2 10 - - - - - - 1
NCON-PERROUS +ETLLS, 4HLI0TS sI'D SCRAP
Wrousht and umrought 97 15 5 1 3 2 9 11 7 6 L 5 11 2
Finished metal gools 129 1 3 - 7 - 19 19 17 6 3 A 6 9
POYS AMD LUSLIEAL TUSTRUIWTS 65 18 9 - L _ 3 5 3 _ ~ ~ _ 5
CERuuICS 59 7 2 - 3 - 8 6 8 2 1 3 - 6
GLASS 11D GLuSS-WiRE 76 1 2 - 3 - 10 7 9 3 3 2 2 5
LuCHIKERY ~ Total 606 50 10 73 38 12 50 51 66 45 18 25 32 51
of which .echine tools (including wood and 146 17 2 W5 7 2 10 7 18 11 3 3 6 6
stonue working)
TLECTAICLL FiUIPimiT 258 13 2 & 13 8 L5 33 28 15 8 16 13 20
PrECISICS LD CPTIC.L IITST}IU‘.;E'IT,S, CLOCKS
Lo TLLCEEDS 125 1 1o 7 6 6 11 8 12 8 2 3 7 g
BICYCLES, CTCR CYOLIS & parts 31 - - - - 1 6 é 3 3 - 3 2 2
CTHER VEIJLIS, AINTRMT & perts 14,0 13 2 i 7 5 1 1 13 9 7 15 5 13
WOOD & PRODUCTS: Timber, round ard sewn 3 - - - - - - - - - - - - -
Pulpwocd & wechenical pulp - - - - - - - - - - - - - -
Plyuood 9 3 - ~ - - - - - - - - -
Hemufactures inc. furniture. 30 6 - - 2 - 2 6 3 - - - - -
CHE.ICALS: Coal ter dyestuffs 135 13 6 2 A 1 10 9 12 17 1 9 22 7
Other paints, dyes, varnishes
and laguers L7 6 1 - 2 2 7 6 6 2 - - 2 b
Pharmaceuticals 111 3 2 1 2 3 5 6 15 7 L 9 10 19
Pertiliscrs 52 - 5 - - L L 1 4 - 1 - 7 1
Other chemicals + 227 20 21 2 5 5 28 24 29 s 3 9 L L2
CHEMICO, TECHITICAL # 87 5 3 - 3 1 L 6 1 - 1 3 2
RUBBIR GOODS 40 4 - - 1 - 6 6 5 - 2 2 3 L
P/PER, BO.GD & PULP: Chenical pulp 21 2 7 - i _ - 5 - 1 - - - 3
Peper & board ' 81 13 2 - 2 1 L 10 3 2 - 2 13 5
BOOKS, PnrER GOODS ETC. 105 10 7 - 4 2 g 18 22 9 - 3 16 6
LEATHER (inc. shoes) 86 17 5 - 2 1 11 9 1 ) - 2 2 5

L™



9\ Totel U.K. U.S.4. Russia France China Sweden  Belgiua Switzerland Poland Greecc Roumania N.E.I. Brazil

O

Norway  Holland Italy Hungary  Turkey Bulgaria India argentine
Finland hustrie.  Czccho. Yugo- Japan Chile
Denmark slavia hMexico
TEXTILES & CLOTHING: Yarns end rayon 109 ~ - - - - 18 6 8 12 9 32 - 7
Piecegoods of silk, rayon and steple
fibre 66 20 - - 3 - 13 1e 3 - - - 2 2
Piccegoods of wool and hair 68 7 - - - - 19 10 8 1 5 5 1 I
n T cotton 62 L - - - - 7 N 3 - 11 v 2 3
n " c¢ther retural fibres 17 - 2 - - - 3 2 2 - 3 1 - -
Hosicry 75 19 L - 2 - 11 17 5 - - - - 2
Woven apparel (ex. hats) 54 S ~ - - - 11 20 L - - - - -
Dressed furs erd fur inans. L2 4 - - 8 - 6 3 7 9 - 3 - -
Cther toxtile goods 28 5 - - - - 5 5 2 - - - - -
BEER, WINAS AMND SrIRITS 18 L 2 - - - 2 2 - ~ - 2 -
OTH*R ITE:S:; Explosives 23 1 - - - 5 2 2 - 2 1 2 - 2
Food: 61 5 6 ~ - - 1 3 2 3 - - 2 -
Liguid fucls 37 5 3 - 2 - 6 I 6 3 - - - 2 -
Hats 9 - - - - - 2 3 - - - . - -
Filrs (exposed) 6 - -~ - - - - - - - - - - -
TOT.L oLl ITESS - 4,768  LO6 172 126 - 25. 132 558 607 575 275 3 228 235 332

+ including tanning extracts, and celluloid profucts. 4 including sowp, coswctics end facto-cheical sroducts.

=ALm
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PART IIL + CONCLUSIQNS AND RECQMMENDATIONS.

1. Food and Asrigulture

Throughout Surope tie harvest of 1946 will be better
than a year ago. In nearly every country devastated by
the war tie production of cereals and potatoes will be
higher than in 1945, 'and in sonie of the countries that
had exceptionally low yields last year, there will be
an increase of the order of 50.., In spite of this
inprovement total grain produaction of European countries
involved in the war (exeluding U.S.S.R. and the U.K.) will
8%111l be about 20% below the pre-war level; and in the
countries that have su:ifered most it will be many years
before the pre-war numbers of livestock are restored.

2 The Sub-~-Commnission has been impressed with the important
part that UNRRA has played in preventing widespread famine
and promotingz the initial stages of agricultuvral
renabilitation. It is in agreement with the resolutions
passeG by the UNRRA Council at its Fifth Seseion,; and
endorses the opinion that urgent action is necessary 10
ensure that international cooperation is continued in this
field. The Sub-Comrnission also associates itself with the
recomiendation that F.~.0. should seek to provide "the
maximum technical assistance in the expeditious re-
establishment of agricultural produgtion" in the liberated
oountiries; and that sultably qualified UNNRRA staff should
be utilised by F.A.O0. and by other organisations taking
over the activities of UNRRA.

3 The Sub-Comnission urges the importance of making
épecial efforts To collect the maximum amount of food from
the coming harvest for the non-farm population, either by
tightening up State collection schemes, wherever ther are
in force, or by providing premiums or other incentives g
producers to market thelr cropses

L. The Sub-Commission is confident that as transport and
facilities for mutual trade arc restored, thopse Buropean
countries that have a surplus of grain, sugar and other
foodstufls will be able to play a larger part than last
vyear in meeting the needs of neighbouring countries which
have a food deficit,

5e We have been struck with the variety of rationing systems
and price control measures in different counvries and the
varying derrees of success with which the are administercd,
Thils is no douvt larsely due to differences in the degree of
food shortase and inflatvionar; pressure in the varlous
countries, Ve suzgest that, as food supnlies improve and
inflation is ciecked, it mar’ be desirable to expand the scope
of free marizets and to limit attempts at control to essential
commipdities which can in Tact be efficiently controlleds

Coal .

G The restoration of the pre-war level of coal production
is the most important condition of European recovery. The
combined production of the seven largest producing countriesg
S0 ' including



including the United Kinzdom is s84ill about 25% below

the pre-war level, and the output of the Ruhr and Saar mines
ig less than half what it was in 19%9. The chiefl

obstacles to be overcomc are the shortage of skilled
workers, the low rate of output per man-shift, arrcars of
maintenance, lack of equipment and transport difficul tics.

7. The Sub-Comnission has noted and endorses the
reconacndations of the Confercnce held in Paris in May,
1946, under the avspices of the European Coal Organisation
at which the remedial measures designed o overcance these
obstacles were discussed. The main functions of the
Buropean Coal Organisation is to cnsure the equitable
distribution of all available coal between its member
countries. S0 long as present shortages continue, some
suclh organisation is clearly nccessary., We therefore
recomilend the continuation of this body until such time
as its activities can be effectively taken over by the
Economic Council for Burope. :

Lransport

8. At the conclusion of hostilities the Eurcpean transpord
system was virtually paralysed and it is bound to take

many yecars to restore it to its pre-war level. But in spite
of the chaotic conditions left by the war a marked
improvement has taken place durinrs the past twelve months,
vince its inception in May, 1946, the European Central
Inland Yransport Organisation has performed a most useful
role in securing the cooperation of railway administrations,
and the Sub-Commission emphasises +he need for the continued
existence of this organisation until such time as its
activities can be effectively taken over by the Egononic
Council for Europe,

9. The Sub-Comnission desires to stress the urgent need
for speeding up and giving a high priority to the repair
and re -equinment of the European mein railroads, including
the linvs carrying international traffic through Germany.

10, The Sub-Commnission recommends that, in considering
“he needs for further financial assistance to devastated
countries, special priority should be given to loans for
the reconstruction of ports, railroads and inland waterways,
and for the financing of imports of locomotives and wagons.

1l. In the interests of spcedier economic recovery, wWe
attach the grcatest importance to the removal of obsitacles
which are impeding the revival of European inlafAd transport,
whether by road, rail or inland waterway. To this end,

we recommend that the fullest use should be made of the
technical services of international bodies such as the
European Central Inland Transport Organisation. From the
point of view of economic recovery of countries devastated by
the war, we cannot exaggerate the urgent importance of
resolving the political problems which hamper the restoration
of international traffic, particul arly on the Danube.



ANNEXES B;C3;D; MISSING
NOT IN U,N,.LIBRARY SET

57



TEMPORARY SUB-COMMISSION ON _ECONOMIC RECONSTRUCTION
: OF DEVASTATED AREAS,

" ¥ MEMORANDUM ON WAR EFIFORT AND WAR DAMAGE IN
THE UNITED KINGDOM.,

It is difficult to compare the position of countries
which suffered the tragic fate of being occupied by the
enemy with that of countrics which escaped this tragedy.
It would be altogether wrong to draw from the facts now
presented the inference that the United Kingdom has
emerged from the war as an impoverished power, which no
longer has the means to take a leading part in the world's
affairs as 1t has done since the beginning of the
eighteenth century. The real wealth of the country
consists in its solil, its mines and its industrial
equipment and, even more, in the industrial skill and
intelligence of its workers snd the enterprise shown in
trade and industry, whether by public bodies or by
private firms., Judged by these standards, the United
Kingdom is entitled to look to the future with every
confidence,

On the other hand, the facts given show the
intensity of the war effort of the United Kingdom and
the sacrifices which this intensity of effort involved,
both in the economic and in the financial sphere.

The cost of the war to the United Kingdom has been,
in round figures, £26,000 million, or 104 billion.
This means that time, work and energy to the tum® of over
BL00 billion dollars, which might have been spent in
improving the standard of living of the people of the
United Kingdom, was instead spent in striving for victory
which was at last achieved,

To put the matter in anothcr, and perhaps more
striking way, Ll,500,000 man years were spent in the
Armed Forces and in the production of munitions up to
the end of the war, and thus were not available to
maintain and improve our standard of living, Vast Armed
Forces cannot be demobilised in the twinkling of an eye,
and heavy expenditure, whether you couut it in money
or in man years, has been devoted to non-productlve
defence expenditure since the end of the war,

There are many other ways in which the intensity of
our war effort can be illustrated. At the peak of the
war ten million people out of our working population of
twenty~-two million, were engaged in fighting and in
munitions production. Out of sixteen million women,
seven million were in thc Services, whole-time civil
defence or industry.

Qur wer cffort altered the whole pattern of our
lifes The gquantity of both wheat and potatoes
harvested in 1943 was more than double the pre-war
average. Magnesium production ihcrcased to more than
eleven times the pre-wor rate, while the production of
many articles, such as motorcars and refrigerators
was completely suspended.

No arithmetic of human suffcring can establish
exactly the relative war losses as between the
Allies, But after many wecks of deliberction,
agreement was reached that the United Kingdom is
entitled to claim 28% of the German reparction available
to the eightcen countries represented at the Paris
/Tenerotions
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2 to this Jonforcncee will
T Th¢r citivs and towns
svei moere concentrated war
"\

Reperationg Conlu . uiied, TG d@l\;at
have seon the way scors of Tondon, b
in the United Finglom have guflercd ¢
damage. Pour i0iilicn housus Lo bhu: 1) J;ud Kingdom werQ. .
destroyed or danaged, which zor:gnJuus iy thyes out of
cevery ten of whoe lhwuszss which oxistod in 1*%9n Perhaps a
simple figuve Ltiko thig Jrjnw' hoile the oxtont of btho- damage
surfered even more ciaarly thon the 2stlnate that the total
cost of physicael dumoge v o

war values, e sver £2 000 miilion at prosent values, and
that the sxteut 1o which propusriy hog dotor iorutcd owing to
failure tc prescrve o nore!l stondard of wuaintenence smounts
to not less vhan o Turther 21,000 1*71;0;3 Hu navs which have
been destrovid ou da viaged o boorehulit on rwpalrod, although
this will tala a leoug whilic But lL*JS‘”uL(L have been lost
are ilrecplacceablag our fﬂul’ casbolbios amnouated 1o 386,000

and the nunher of wounded or goriooslyv injursd fo 383, OOOD

JAO

c+
[»)

Pinally tuece g ono fovin of lass wiich hasg boen suffered
by tho United Klwviou( ma o bho United ¥ingQow alone among
the Allies, giace 3eptomber 19% tuu yu%lﬂ’uﬂ of the United
Klngdnm ol inubﬂuxu%ourl copltal account hae doteriorated by
some £5,000 miillion, or A20 hillion. This repraselss ovey
£100 or S4OO ooy hond. S notors of This teomondous reversal
of our former position as o creditor coualry ile analysed and
explrained on paragraphs 110 of 2 docuimmcat (Cmd,5707) waich
wag presented during LH\ anglowpmericon diszcussions ln the
autumy of 1945, This authoritative aaslysis of the watter
wags as followsye

|'.4.

I¥,~ The Causcs of bhe Prospscbive Overseas Deficit ot the
0.K, 1 Bhs Transitional veriod.

The immocdiate owroblaw i1s tha dliroect logLacy 22 the UcK,
gfTort in iha wer, The fovndations of t:o G.%,'s uormal
gconomic 1ifec are o hlgh dugrce of industrisl gpuclalisationg
a substontial dopendsnce upon mportaed {oodstulffs and raw

materials, and the maintonancs of A volumg of Zxpout trade

and ol other gources of Toocigs u\p,'uwg carningg adecuate

to pay for tThoge Lmporis, Rufovre tho war the U.X: was
depondcnt oo iluporlbs Tor Lwo-thlirds of thu ood consumed by

Lts people and, apart froo po*?} for thoe bulk of the raw
materials used by its itndustrics, But the UK, pald for such
requirements by the proccads of Lihg exnorbs and by the carnings
of its ghippin, and othor scrvices reundsred to oVerseas
countrics and of its Investmwenis abroad,

Tne effoect of the war wag %o odriag about 2 severe dig=
location of the T.X, oosition in several ruspects, which will
inevitably take sons yoears to romedy: namcely, 13Qb of exports,
loss of oversess investments, loss of shioplnz, increasce of
overscas cebb, ond loss of reserves.

1088 uq Q§quE&: - mho loss o8 U.Z, cexport trads during
ths war was to a Tavee oxbons bhe conecque a\o o“ a2 dceliberate
act of policy. An a*numob to maintain U.l. export trade at

a high levcl would have stood in the way of tho full dagree

rmobilisation of wmanpowoer, oroduction, asd watorisls for the

direct war effort which the situntion of the T,K. regulired as
' being/

sropoerty anounted to 3’ 300 million on pre-
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being the bhase of oncrations nearsst to Garmany. But food,
munitions, and raw materials gtill had to be imported, The
operation of Lend Lease from the §.3. Mutual Ald and other
contributions from Canada, and sterling cicits from other
countries, made this compatible with the deliberaie abindon-
ment of the export trade, The decision; that the U.K. should
in ¢ffect disregard the maintenancc of export trade in favour
of the maximum concentration of resources on the armed forces
and war industry, undoubtedly constituted a rational and
proper allocation of effort between the Allies which was will-
ingly accepted by the U.k. in the interests of winning the
WAL o put the outecome has been that British export trade
shrank to less than onc-third of its pre-war volune, and,
despite some recovery, may be expccted to cover in 1946 not
more than ons-half of the c¢ssc "ial expcnditure of the
country on the purchase of a wuinimum velume of imports and on
other nccegsary payments overssas, Thug with the end of the
war and the termination of Lend Leasc and kutual Ald a period
of acute difficulty must be Taced until the rcconversion of
industry, the reclcase of manpower and the recovery and e xpan-
slon of export markets have begun to resuli in a substantial
flow of exports.

.. Loss of shipping, - More than half of thc pre~war tonnage
of British merchant shivpping was lost during the war. Allow-
ing for new bullding in the war, U.K.-owned tonnage i1s now
less than three-quarters of the pre-war figure, Until the
fleet has becen expanded and carrying trades abandoned in the
war have been recovered, the net income available from
spipping services to supplement U.X., purchasing powcr abroad
will be greatly below pre-war level.

Loss of Overseas Investinents, - It is estimated that the
net income from overscas investments in 1945 will be less than
half that received in 1938, This reflects the extecnsive
liquidation of foreign securities, the repatriation of loans
by overscas debtors, and the increased interest payments to
holders of sterling debts caused by the heavy war expenditure
which the U.K. has had to incur overseas. Thus nearly all
the marketable U.,S. dollar securitices of U.K. nationals were
compulsorily acquired for sale or pledging in ordcer to finance
the purchase of munitions and the construction of war plants
in the U.S.A, before the operation of the lLiend Loase Act,

The Increase of Overseas Debt, = The interval of time which
must inevitably elapse, beforc the export trade can be recov—
ered and the loss of income from investments and shipping can
be made good, would have brought about a position of serious
difficulty for the U.K., even if overscas expenditure had re-
mained at pre-war levels, But the exigcencies of the war
lnvolved the U.K. in enormous cash expenditire overscase Large
military forces had to be maintained in the iiddle dast to
engage tho Germans there: even larger forces operated against
the Japanese in Burma and the Far 3Rast, Supplics on an immenss
scale had to be acauired in addition to those furnighed under
Lend Lease and Mutual Ald to sustain these fo_ces, All this
involved a great outpouring of expenditure in local curreucies,

particularly/




varticularly in India, Egypt and Palestinc, whathcr on troop
pay, the building of aerodrorocs, rallways o» woads, or tho
payment of local labour, or on the acguisition of supplies.
Such expenditurc could be covcred only to a iuuilcted cextent by
gxports or by the liguidation of investments; the result has
been that the U.K. has incurred huge debts in the form of

- accumulated sterling balancces. Nor can this substantial bur-
don of overscas payments be brought to an cnd with the day of
victory. There will inevitably remain heavy commnitients to
be met. oversecas before all British troops can be withdrawn from
the distant fronts on which thoy have been cngaged. Thus
apart altogether from the repayment of the war debts a

further substantial, though temporary, burden of currcnt
expenditure abroad has to be sudtained at a time when British
exports and other sources of ovcrscas incorie are guite :
insufficient to finance even an import nrogramne on the barest
minimum level.

+ Loss of Reservese. = Nor has the U.K, sufficicnt reserves
from which to fill The gap. The gold and dollar holdings of
the U.K., and of the other countrics in the Sterling Areca were
mobilised and freely spent in the early critical days of
1939«1941 mainly for the purchase of vital war supplies from
the U.S.A. During April, 1941, soon after the passage of tho
Lend Lease Act, but beforc its offects could o felt, the
reserves fell to only £3 million, They have now to some
extent been built up again largely because the pay of U.Se.
forces in the Sterling Area brought considerabdle dollar sums
into the country, a state of affairs which of coursc ceases
with, or soon after, thc end of hostilities., But they are
still below the pre-war level, and are monifestly inadequate
in relation to the immediate needs of the U.X. itsclf and to
the problem of releasing the accumulated st._.ing balances,

. But in presenting a statement of one's losses it is an
advantage to be able to rely on the impartial testimony of a
friend. The following is an extract from the statement made
by Mr. Secretary Vinson, as he then was, before the House
Banking and Currency Committee on May 1L4th 1946,

England is a country that must live by imports, Two=
thirds of the food consumed by the British psople and virtually
all of the basic raw materials, except coal, used in British
industry must ve purchased abroaa, As a consequonce, England
i1s a great importing country,. She is the best customer of
the United States and of a score of other countries,

_ Bngland's international economic position has been
seriously distorted by the war. For five years, @ngland was
the principal target of the Luftwarffe, as well as the principal
base of operations of the western allies against Germany.

Her life was at stake, and ours, The punishment which she
took = and which she handed out = wrote stirring chapters in
the history of free llehes.» During the war, ®England had little
time to think of her export trade, She devoicd overy resourco
which she could mobilize to her defensc and Lo the attack on
the enciy, British exports fell until, b “9hh. they wera

- only/



only 30 percent of their prewar volumec. The men rclcascd
from the cxport industrics werc put to work at war production
or were inductced into the armed forces.

Lend-lcase from the 'United States ahd mutual aild from
Canada filled part of the gap between her wartime nocds -
mostly for our common cause - and her current supply of forcign
axchangc, Neverthcless, she had to draw heavily on her
accumulated foreign cxchange resourcaes, and strain her
credit abroad in order to securc her essential war imports.
she sold gL.5 billion of her forelgn investments; she
reduced her gold and dollar rcserves by £615 million; and
she incurrcd forcign 'decbts which now amount to morc than
#13 billion, very largely blocked sterling balances held by
foreigners in London, As a result of her war effort,
Britain's international filnancial position decteriorated by
about #17 billion from 1939 to 1945,

Meanwhile, Britain's earnings abroad from shipping and
other services have also been sharply reduced. Because of
eneny sinkings, the British mcrchant marine is one-fourth
smaller than before the war, in splte of the large building
prograil. The earnings from financial and commercial scrvicos
have fallen off along with Zngland's trade and shipping.

With the recovery of world trade, these services will again
expand and become an important part of England's foreign
business,

Before the war the British peoplc were ablc to eabn N
enough from their oxports and ‘their dervices to forelglers to
purchase abrodd the food and rhiw materials essential to their
Geconomy. In. 1938, about one-half of Britain's imports was
vald for by the export of British goods, About one-fourth
was pald for by scervices of tho British merchant marine,
insurance companies, and other financial and commecrcial
institutions. An additional one~fourth was paid for out of
the net income of British capital investments abroad,

The British people have industriously set about to
restore their international cconomic position, They are
reconverting their war industries to civilian production,
They are making a deternmincd effort to increase their
industrial efficioncy. They are exporting as nuch . as they
can without depriving themselves of the essentials of life,.
These are problens which the British people must work out
for theuselves over the next few years.

ATTACHMENTS

ANNEX “A" gstatistics relating to War Effort and Damage.
ANNEX "B" Housing Return for England and Wales, 30th June, 1946;
ANNEX "' Housing Return for Scotland, 30th June, 1946.
ANNEX "D" Momthly Digest of Statistics for July, 19L6.



ANNEX 'A!

STATISTICS RELATING TO WAR - EFFORT

- AND WAR DAMAGE,

The following is a summary of effort expended and lass

sustained by the United Kingdom (including the
Islends) in the warp against Germany, Italy and

(1) Physical Damage to Property

Channel
Japan,

£ stge. millions

(at 1938
replacement
values)
Industry and Commerce 352
Ocean and Coastwise Shipping
(including cargoes) 437
Harbours and Ports 19

Railways and Inland Watep Transport 23

Roads and Highways L
Agriculture 3
Public Institutions and Munieipal
Enterprises 68
Household Goods and Personal cffects c
' K
Gold and Silver
Houses and Buildings not otherwise
included 3e

Other Material, Damages and Tosses 16
Total 1,301

(1i) Budgetary Expenses

(at

2

current
values)

536

694
30
36

6
5

415

89

526

, 062

The following tabl€ shows the budgetary cost of the war to .

the U.K.

1. War Period
September 1939 - April 1945
May 1945 - Mid-August 1945

2, Pre-War Period
January 1938 - August 1939

3., Post~War Period
Mid-August 1945 - March 1946

lte Channel Isles Budgetary expenses
_and costs of occupation)

21,800
1,310

625
2,125

15

S ———————*

25,875

(111)/



(1ii) Man Years

These figures cover the period from Septembcr 1939 to the
end of hostilities only.

In Armed Forces (including Civil Defcnce _
and Merchant Navy) 2.5 millions

In munitions ete. production 20,0 millions

(iv) Loss of Life and Injuries

As in the case of (iii) above these figures extend only
from September 1939 to thc end of hostilities. _

(i) KILLER Lirmed Forces 290
Civilians _96 386 thousands

(ii) WOUNDED or g Armed Forces 279
SERIOUSLY Civilians 10l 383 thousands
INJURED )

(v) Overseas Disinv.stment

Net sale of assets and increases in ligbilities to
countries abroad has been as follows; -

£ millions

1939 (Sept.-December) | 210
1940 | | 80,
1944 816
1942 656
1943 682
1914 651
1945 ' 817
1,636

It has been assumed that oversces disinvestment for 1939
and 1945 was wholly attributable to the wars

1st August, 419Ub.
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REPORT (OF THE GOVERIGENT OF THE UKRAINIAN SSR
PRESENTED TO THE TEMPORARY SUB~-COMMISSION ON ECONOMIC
RBCONSTRUCTION OF DEVASTATED AREAS

« 1 -
e, o

GENERAL PARTICULARS OF THE DTVLSTnTION CAUSED IN THE
UKRAINE BY THE GERMAN OCCUPATICN

A

Below are particulars of damage'cdused'in the Ukrainésby the

occupatioﬁ of the Nazi iﬁ?aaeré} These are based on statements

of the collectlve farms, varlaus publlc, voluntany and state

Kllled ‘and tortured of -
peaceful populatlon....................-...... b, 496 574 people

Killed and tortured of the C
war prlsonerS...u-onoo-loco,ooo.ao-o.?iuaooood 1,318yl|-63 "

Soviet citizens transferred to. _
slave labour in Gemany....-.u-.u....-...... 2 023 112

DeStroyed and bumt 'tOVmS‘.........',,.;,,,,,,,_. . 7‘“&-

Degtroyed and burnt v1llages
and hanllets.wo-aaa-ooeona.a....ooa..o.o-.ono..' 28,000 :

“Private dwellings destroyed an@ burnt - more than 2 millionse

Other buildings destroyed and burnteesssseseees 540,000
Rendered roofless, aboUbessessseassennasssens osd0,000,000 inhobitonts
Dostroyeﬁ industrial undertokings . 16,150

troy\_,d md_ t J.Lb.ﬂ. . JJL\y‘ .o
.Electric motors.a.-..-»---o~¥--4;--°-'ﬁ°~' : 127;800

Metal working machineSweseesessacsseseeems 81,600
Destroyed kilometres of railway linGesssssesess 29,800
Destroyed Rail'vvay Stﬂtions-‘.- [EENXFR RYIREE NN N ] 1’916

Destroyed Post & telegraph officeSesssncesesso e 14,000
Destroyed Hospit&]:s.'.-.~.;........l;. sresesseveoe s AO’ 18)000

Destroyed gsohecls, technical colleges, . . .
uaneI‘Slty establlshments. seovessstesr PO sve e 32’930

Destroyed Librariescecsssasosnssscceasesssoccee 19,200
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Destroyed‘aﬁd rOBhéanéﬁllééﬁivé'”‘”
farms........-...........-....}.,;,.,;.’.‘.‘], . 27,200

Destroyed and robbed state farmSeessenccaevsone 872

Destroyed and robbed machine and ,
tractor StationNSeesescscossessveassssesanarsocsese ' ’13300

Cattle taken away and/or .
Slaughtered .0-.---....-:..--on.oaco-..cvoo-oo 7 594’000

HOTSeS dOo'dOid-d-ioS'-oon--.---uoonv.QoluI.c'- 3,311 OOO
Sheep and goats dO. do..n.l.Dl..l.'l.".."'l.l 7 317 OOO
Fowls doe do.....o.00.....!'1!.‘!..!!‘vo.-bl;l'52,297,ooo
Damage caused to-the preperty belonging

to private cltizens or to the State to the

amount of 285 billion rcubles, based on

State prices-of 1941,

Tha dbove flgpres do not cover the whole damage caused by

the Naz1 1nvuders in the Ukralne, as they represent only the '

direct amcunt of damace resultlng from destructlon.

debline”in'pdblic'revenue due to stoppage.or the reduction of work of

State undertakings;-ceellective forms, military expenses and also due

The above does not-include.such losses resulting from ‘the

to 1osseé resulting frem-the. total or,partial stoppage in the

development of the country's economy'due to eﬂemy action.

Additional meterial. is. being cbiained and will be.submitted

in due course,





