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Letters of Transmittal

The Secretary of State to the President

Dear MR. PresipENT:

I have the honor to transmit to you herewith the initial report of
the Committee of European Economic Co-operation which I have
today received from the Chairman of the Committee, Mr. Ernest
Bevin, Foreign Minister of the United Kingdom. The report was
signed on September 29, 1947, by representatives of Austria, Belgium,
Denmark, Eire, France, Greece, Iceland, Italy, Luxemburg, the
Netherlands, Norway, Portugal, Sweden, S\Vltzerland Turkey and
the United Kinodom, who have been engaged in the preparation of
the report in Paris since July 12,1947,

The report is divided into two volumes. The first of these consists
of a general statement of the problems of European economic recovery,
the plans of the European countries concerned to meet these problems
and the assistance which these countries believe to be necessary from
the United States and other non Furopean countries and agencies to
restore their economic position. It also contains summary statements
of the p051t10n and prospects of the participating countries and west-
ern Germany in food and agriculture, energy sources, iron and steel,
transport, timber, and manpower as well as in their balances of inter-
national payments and their internal financial situation. These sum-
mary statements are drawn from the reports of Technical Subcom-
- mittees of the Conference, which are published in full in volume two.

Faithfully yours, :

THE PRESIDENT
Tae Warte House

September 24, 1947
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Chairman of the Committee to the Secretary of State

- UNITED KINGDOM DELEGATION,

Paris.
29nd September, 1947,
Dear Mr. MARSHALL.

As Chairman of the Commlttee of European Economic Co-opera-
tion, which held its Final Plenary Session today, I am sending you
" herewith a document signed by all the Delegates of the Conference

transmitting our Report, compiled in response to yOur speech at Har-
 vard on the 5th June. :

I also enclose a translation of a letter? Wthh I have recelved as
Chalrman, from the Greek Delegate reserving his p051t10n on one
point in the Report. : : :

Yours sincerely,
: Ernest Bevin

Mg. Georee C. MARSHALL

: [Eprror’s NotE: Not Printed.]
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The Commitiee to the Secretary of State

COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

_ Pars, 22nd September, 1947.
My peAR MR. SECRETARY,

In your speech. at Harvard Umvers1ty on the 5th June you stated
that, before the United States could proceed much further in its efforts
to help start the European world on its way to recovery, there must
be some agreement among the countries concerned as to the require-
ments of the situation and the part these countries themselves could
play in order to give proper effect to whatever action might be under-
taken by the Government of the United States. You suggested that
the initiative in the drafting of a European programme must come
from Europe, and that the programme should be a joint one agreed -
to by a number, if not all, of the Furopean nations. You stated that
an essential part of any successful action by the United States was
an understanding by the people of Amexica of the character of the
problem and the remedies to be applied.

The programme which you suggested should be prepared has now
been drawn up in the form of the attached initial Report by the 16
countries which accepted the invitation of the British and French
Governments to attend a Conference in Paris opening on 12th July.
This programme, which covers the 16 participating countries con-
cerned and Western Germany, contains statements of production, re-
quirements and future plans on which the govemments of each of
the participating countries have agreed.

The Report has been drawn up in close and friendly co-operation
on the part of the countries concerned, and we hope that it will help
to solve the economic problems which toduy face a large part of the
European continent.

Yours very truly,

Ernest Bevin, Chairman.
[Signatures] Untrep Kinepom, Avusrria, Brrerum, DENMARE,

FraNCE, GREECE, ICELAND, IRELAND, ITALY, LUXEMBOURG, NETHER-
LANDS, NorwAY, PorTUGAL, SWEDEN, SWITZERLAND, TURKEY.
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Committee of European Economic
Co-operation

General Report

PREAMBLE

(i) In response to Mr. Marshall’s speech of 5th June .the sixteen
participating countries have tnet in Paris for the purpose of developing
an economic recovery programme and of determining the manner and
extent to which these countries can, by their individual and collective
eefforts, bring about the achievement of that programme.

(ii) In the report which follows, the participating countries have
defined the economic and financial problems facing them and have
reviewed 1) the production targets which they have set for them-
selves; 2) the steps which are being taken and will be taken to bring
about internal stabilisation; 3) the measures which the participating
nations will take through combined or co-ordinated action.to solve
production problems, provide for the free and eflicient flow of goods
and labour, and ensure the full use of their resources; and 4) the prob-
lem presented by the participating countries’ and Western Germany’s
balance of payments deficit with the American continent.

(iii) The circumstances in which the report has been drawn up
give it the character of an initial report. It was impossible in a few
‘weeks to give a completely detailed and exact account of the economic
situation of sixteen Kuropean countries, of the serious difficulties
confronting them, of the action which they have decided, both indi-
vidually and collectively, to take, or of the import requirements neces-
sary for the execution of such a programme. So far as possible how-
ever the replies to the questionnaires, which were sent to each of the
participating governments, have been subjected by the Committee to
a critical examination. :

(iv) To deal with any amendments which appear desirable, it may
be necessary to publish supplementary reports which will in partlcular
take account of the development of the 1nternat10nal economic
situation.

1



2 COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

(v) The Committee however thought it necessary not to delay in
publishing the results of the work performed to date. The critical
situation in Kurope, aggravated by the bad harvests, compels it to:
adopt this course.

(vi) The participating countries recognise that their economic sys-
tems are interrelated and that the prosperity of each of them depends
upon the restoration of the prosperity of all. They further recognise
that the objective of a sound and healthy economy for their countries
can best be achieved by sustained common efforts directed specifically
towards the production of scarce commodities, the full use of available
resources and the achievement of internal financial and economic
stability. '

(vii) To this end, the participating countries have undertaken to
use all their efforts to develop their national production in order to
achieve the production targets set out in this report. Each is also
determined to carry out vigorously the internal measures which are
necessary to create or maintain its own internal financial stability and
‘confidence in its currency and credit. '

(viii) The participating countries have further stated their beliet
that the establishment of a joint organisation to review the progress
made in carrying out the recovery programme will be necessary.

(ix) The participating countries fully recognise that the present
progress towards European recovery could not have been achieved
without the generous and substantial aid furnished to certain of the
European countries by the United States. As events have turned out,
that aid has not proved sufficient to enable the European nations to
re-establish their production and trade on a sound and healthy basis.
It should therefore, be understood that the commitments here under-
taken cannot be fully met nor can European recovery. be finally and
permanently effected without additional external assistance.

(x) This Report is in no sense a “shopping-list” of the goods which
" the participating countries and Western Germany need from the
United States. It is designed primarily as a close and careful analysis
ot the maladjustment, which has resulted from the war, and an ex-
amination of what the participating countries can do for themselves
“and for each other to work towards a lasting solution.

(xi) The Report shows the expected deficit of the participating

countries and Western Germany in their trading relations with the
- American continent and the non-participating countries. This illus-
“trates the size of the problem, but it must be understood that the par-
ticipating countries neither ask nor expect special aid from the United
States to the full amount of that deficit. Some of the deficit can be
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filled through private financing and investment or the use of any
suitable assets still available to the participating countries, and some
through the International Bank for Reconstruction and Development.
The amount of aid which each country needs in order to make its full
contribution te the . European recovery programme is not specified in
this report. .

(xii) In presenting this report in response to Mr. Marshall’s sug-
gestion, the participating countries believe that the programme of
concerted action, which it set forth, marks the advent of a new stage
of European economic co-operation. Through the achievement of this
programme, by their own efforts and with such support as the United
States may feel it proper to supply, the participating countries can
march forward towards the attainment of that essential economic
well-being which is the best assurance of peace and happiness.



CHAPTER I |
HISTORICAL INTRODUCTION

1. The 16 participating countries with Western Germany have a
total population of 270 millions. Most of them in normal times
enjoyed a standard of living somewhat inferior to that of the United
States and Canada, but higher than that of any other large aggre-
gate of population in the world. They were able to do this firstly
because they had brought their industry and agriculture to a high
- standard of efficiency and secondly, because they derived a .large
income from international trade and commerce as well as invisible
exports such as tourism, shipping, banking and insurance services
and the foreign investments which they had gradually built up
over centuries.

2. As trading nations these countries were predominant. They
had nearly one-half of the world’s international trade;* they owned
nearly two-thirds of the world’s. shipping tonnage; and their in-
come from foreign investments and other invisible exports was
sufficient to purchase nearly one-quarter of their imports from the

*The followmg table shows the comparison with the United
States :—

Percentage of World (1938)
Pre-war
Popl(lla-l
tion (mil- e
lions) Imports | Exports %%?35;2%
U.S Ao 1317 81 13.2 14.2
Participating Countries_________ 205. 9 40. 8 30. 4 58.6
Western Germany - . oo coooo . 40.1 *0.1 *¥0.0 *6. 8

*Whole of Germany.

The figure for the participating countries includes trade between them. If only
the trade of the 16 countries as a whole with the outside world is taken, their
imports were over three times those of the United States, their exports some 30%
higher than the exports of the United States.

4
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rest of the world.. This income from trade enabled them to buy
the raw materials needed by their industrial plants and the food and
feeding stuffs required to sustain their population and agriculture.

3. The industrial structure of Western Europe was based upon
coal, steel and chemicals, and its output of these products in the
period just before the war was slightly greater than that of the
United States. Every part of this machine depended upon the
efficient working of the other -parts and none of the Western Euro-
pean countries was in a position to organise its industry effectively
without the support of the others.

4. A high level of agricultural production was attained based
in some cases on the specialised cultivation of high quality products
and in other cases on intensive farming techniques depending on
the use of fertilisers and imports of feeding stuffs. The density of
agricultural population was many times greater than that of North
America, and among the countries with the most efficient agricul-
ture were those which made most use of imported supplies.

5. The exceptional degree of specialisation in the industry and agri-
culture of the participating countries and Western Germany was
responsible for their high standard of living, but it contained certain
elements of weakness. The machine was highly developed and deli-
cate. It depended for its efficient working upon the smooth working
of international trade and the uninterrupted flow of goods and serv-
ices. The war of 1939-1945 destroyed this process, and a breakdown
occurred which altered the whole basis of the economy of Europe. As
time passed, it also became apparent that, even when the war had
-come to an end, the vital flow could not immediately be resumed.
Allied victory had been obtained only at the price of the temporary
destruction of some of the centres of productior and the dislocation
of the transport system, and by the sacrifice of shipping and foreign
investments, upon which the essential imports had so heavﬂy de-
pended.

6. These losses and sacrifices had weakened the economic structure
of the sixteen countries and their effect was aggravated by many other
factors. The agriculture, trade and industry of European countries
had been twisted out of shape by their own war effort or by policies
imposed by armies of occupation. Great numbers of workers were
displaced or deported. Oversea importers, deprived of the normal
flow of supplies from Iurope, transferred an increased part of their
trade to the United States. Many of the main sources of supply of
these sixteen countries were laid waste; the devastation in Eastern
Europe and the Soviet Union cut off a major source of food and timber;
the extension of the war into South East Asia upset Europe’s trade _
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balance with the United States which was partly financed by exports

- from South East Asia, and in addition led to a double loss to the

European food supply; for the countries of South East Asia not only

became incapable of sending their normal share of food exports to -

~ Europe but required and obtained food which would nomnally have
come to Europe. : '

7. In 1945 Europe was perhaps more denuded of resources than at -
any time in modern history. There was a shortage of all basic ma-
terials: of fertilisers to renovate the soil, of raw materials and equip-
ment to quicken production and in most countries of available labour.
Some industries began to run down for lack of facilities for all but
temporary repair.

8. After the shortage of food, the decline in the production of coal
and steel was perhaps the hardest blow to the economy of Europe.
Immediate rehabilitation was made difficult; urgent domestic needs
pushed aside the claims of the export trade thereby further reducing
capacity to buy vital industrial equipment abroad. Except in Ger- '
many, European: forests -were generally overcut—particularly in the
occupied countries and the United Kingdom. Timber exports from
North Eastern Europe fell off sharply, with serious consequences for
the basic industries of Western Europe.

9. Meanwhile prices had risen and, although no 1nﬂat10n com-
parable to that of 1914-1918 had occurred, the problem of unbalanced

" budgets and rising prices was serious in many countries; in some it was
.catastrophic. The shortage of gold and dollars in a large number
of European countries brought about the development. of bilateral
agreements, which promoted a limited revival of trade, but could not
provide the steady and universal growth which would have taken place
if conditions had allowed a return to the normal multilateral system.

10. To sum up, the difficulties of the participating countries at the
end of a war fought over three contments were due to the following
‘main causes:—

(1) Physical devastation and disruption in Western Europe
and in the principal food and timber-producing zones of
Eastern Europe which, together with the dislocation of the
Furopean transport system, caused a temporary paralysis
of production in Western Europe, including Germany;

(ii) prolonged interruption of international trade, which oc-
curred simultaneously with the loss of income from mer-
chant fleets and foreign investments, and led to the exhaus-
tion or diminution of dollar funds in the sixteen countries
at a moment when many v1ta.l needs could be met only from
dollar sources;
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(iif) human strain and exhaustion resulting from six years of
war or enemy occupatlon,
" (iv) internal financial disequilibrium which is the 1nev1table
result of a long war;
(v) in South East Asia, the shortage of supply of food and
. raw materials Wh1ch were vital to the European economy,
both for direct consumption and as earnérs of dollars;
(vi) the abnormal increase of population in certain areas result-
ing from the war-time movement of peoples.

11. The scale of destruction and disruption of European economic
life was far greater than that which Europe had experienced in the
first World War. Industrial production in Belgium, France and
the Netherlands was reduced to 30-40 per cent of pre-war, and in
Italy to only 20 per cent; production of bread grains fell to only
two-thirds of pre-war; 300,000 freight cars had been destroyed out
of a total of 2,000,000 and 800,000 freight cars were damaged. The
devastated countries had to start again almost Trom the beginning.

12. Nevertheless recovery proceeded well—indeed, much faster than
after the end of the first World War. Eighteen months after the
end of fighting in Europe, industry and transport were moving again
vigorously and the work of reconstruction was getting under way.
This was made possible by the efforts of the European countries them-
gelves, with generous assistance from the United States and other
countries and from U. N. R. R. A. So successful were these efforts
that by the end of 1946 industrial production in Belgium, France
and the Netherlands had recovered to 85-95 per cent of the pre-war
level, whilst Italian industrial production was back to 60 per cent of
pre-war level. In the United Kingdom the process of demobilisation
of the war economy had been accomplished smoothly and the pre-war
level of national output had been fully restored. In the Scandinavian
countries production was steadily rising. In the case of agricultural
production, which though hard hit by the war, had not declined to
the same extent as industrial production, the begmmng of recovery
was evident in all countries in 1946.  Indeed, the participating coun-
tries as a whole had made a good and resolute start .on their task.

18. This improvement was not maintained in the winter of 1946-7.
The European economy, still at the convalescent stage, suffered a
most serious setback as a result of the continued shortage of coal,
the increased cost of primary products and the prolonged World
. shortage of food and other essential commodities. This crisis was .
intensified by the exceptionally severe winter and the drought which
followed. Further advance from the levels of autumn 1946 would,
in any case, have been difficult in view of the continued inability of
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the German economy to supply the coal and other products upon
which so much of Europe’s economic. life depends. But the failure
of production to recover in other devastated parts of the world and
the consequent development of further shortages, and further price
" increases created additional problems for Europe which threatened
the whole basis of the recovery which had been made so far. The
credits which many countries had obtained in the early post-war
period, were becoming exhausted, and the upsurge of recovery had
used up the stocks which countries had manarred to retain or acquire
after the liberation.

14. Early in 1947, indeed, it became clear that the effect of the war
had been to upset 'the balance between the productive power and
resources of the Western Hemisphere and those of the rest of the
world, The effect of this disequilibrium was shown most clearly in
the surplus in the United States balance of payments which was then
running at the rate of $10,000 million a year. In orderto maintain
the progress which had so far been achieved, the European countries

" were bound to maintain the volume of their imports from the Ameri-
can Continent at increasing cost. This process inevitably led to a
rapid depletion of gold and dollar reserves. The effects of this
process reach far beyond Europe and threaten the foundations of the
world economy. But Europe was affected. most acutely and urgently
because of the dissipation of her financial and physical resources
during the war.

15. By the early summer of 1947, the earlier hopes of a rapld and
sustained recovery from the effects of the war had receded. Agricul-
tural recovery was halted by frost damage. It became apparent in
May that the prolonged winter and the spring drought would lead to
poor harvests. The later droughts have caused a further deteriora-
tion in crop prospects. Industry in most European countries in fact
‘recovered well from the winter crisis, and the levels of the previous
autumn had been generally restored by the middle, of the year. But
this improvement was being maintained only at the cost of depletion
of financial reserves. When these were exhausted, the peoples of
Europe would be threatened with an indefinite prolongation of inse-
curity and lower standards of living; unless drastic steps were taken
to arrest the process, European production could never play its proper
part in redressing the growing unbalance of the world economy.

16. On 5th June, 1947, Mr. Marshall, the United States Secretary of
State, delivered a speech at Harvard Unlvers1ty He said:

«, Europe s requirements for the next three or four years of |

forelgn food and other essential products—principally from
America—are so much greater than her present ability to pay that
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she must have substantial additional help or face economie, social,
and political deterioration of a very grave character. . . . Before
[, however,] the United States [Government] can proceed much
further in its efforts to alleviate the situation and help start the
European world on its way to recovery, there must be some agree-
ment among the countries of Kurope as to the requlrements of the
situation and the part those countries themselves will take in order
to give proper effect to whatever action might be undertaken by this
Government. It would be neither fitting nor efficacious for this
Government to undertake to draw up unilaterally a programme
designed to place Europe on its feet economically.-. . . The initia-
tive . . . must come from Europe. The role of this country should
consist of friendly aid in the drafting of a European programme
and of later support of such a programme so far as it may be
practical for us to do so. The programme should be a joint one
agreed to by a nurmber, if not all, European Nations”.

On 12th June, Mr. Marshall explained that he had in mind the entire
continent West of Asia—and including both the United Kingdom and |
the Soviet Union.

* 17. On 16th June, Mr. Bevin, the British Foreign Secretary, v1s1ted
Mr. Bidault, the French Foreign Minister, in Parls They agreed to
seek to associate the Soviet Government with their initiative in fram-
ing a reply to Mr. Marshall, and discussion between Mr. Bevin, Mr.
Bidault and Mr, Molotov started in Paris on 27th June. Much to the
regret of the Governments of France and the United Kingdom, agree-
ment could not be reached.? L

18. On 8rd July Mr. Bevin and Mr. Bidault decided themselves to
issue -invitations to all other European:countries (except Spain) to
attend a conference in Paris in order to prepare a report for presenta-
tion to Mr. Marshall in response to his Harvard Speech. In addition
to the United Kingdom and France, fourteen countries, Austria, Bel- .
gium, Denmark, Greece, Iceland, Ireland, Italy, Luxemburg, the Neth-
erlands, Norway, Portugal, Sweden, Switzerland and Turkey, accepted
the invitation and sent delegates to the Conference. The remaining
European countries decided not to take part, and the Conference was -

_therefore unable to deal with the European problem as a whole. It
was hoped, however that the non-participating countries would be able
to associate themselves with the work of the Conference at a later
stage, and this remains the hope.

2 See Appendix A. The proceedings of the Conference and the speeches made
are reduced in the Livre Jaune frangais sur la “Conférence des Ministres des
Affaires Eilrangéres de la France, du Royaume Uni, de VURSS, du 27 juin au 3
juillet 1947 (Paris, Imprimerie Nationale, 1947).
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19. The Conference opened in Paris on 12th July under the chair-

manship of Mr. Bevin. Within four days the Conference adjourned,

having set up a Committee of Economic Co-operation and Technical
Committees covering food and agriculture, fuel and power, iron and
steel and transport to prepare a Report. Later, committees were
formed to deal with timber and manpower, together with a Balance

of Payments Committee and a Committee of Financial Experts to

examine means of removing financial obstacles to intra-European
trade. It was decided to prepare a report for the four years 1948-51,
and exhaustive information in the fields covered by the Committees
was collected from the sixteen participating countries. Most of this
information had been collected by the end of the first week in August.?
20. At the outset the Committee of Co-operation decided to request
the Commanders-in-Chief of the occupied zones of Germany to give
similar information about their zones as was being requested from the
participating countries. At a later stage a statement ® was prepared
as a guide to the Technical Committees in the treatment of the infor-
- mation submitted. .
21. As the work of the Committee of Co-oper atlon was proceeding
“the foreign exchange crisis continued to gather momentum. ' There
was a rapid increase in the rate of exhaustion of Europe’s financial
reserves. On the 20th August, the United Kingdom was forced tem-
porarily to suspend the convertibility of sterling into United States
dollars; on the 28th August the Government of France announced the
suspension of all dollar imports except cereals, coal and certain other

supplies of similar essentiality; at the beginning of September, the

Ttalian Government was obliged to suspend purchases of coal, oil and
other basic supplies. Action on similar lines has been taken or is
likely to become necessary in the near future in most of the participat-
ing countries.

22. At the moment at which tlns Report is pubhshed many of the
participating countries have already reached the point at which they
are forced by lack of foreign exchange to restrict their imports of the
fuel and raw materials which are indispensable for their industrial
and agricultural production and to cut their imports of food to a
point at which industrial efforts can no longer be sustained at the level

_required to enable recovery to take place. From the devastation of
- war Europe recovered well. But that recovery is now halted and the
crisis is deepening, and its repercussions are spreadmg to. every corner
of the world economy.

.2 See footnote on p. 9.
E ’ Reproduced in Appen(hx B.



CHAPTER II

THE EUROPEAN RECOVERY
PROGRAMME

23. In this critical situation, the participating countries and West-
ern Germany have examined their prospective requirements and re-
sources over the next four years and have in common formulated a
recovery programme. The various countries handle their economic
affairs by diverse means; some work to a long-term plan, and athers
* follow relatively unrestricted private enterprise. The means of carry-
ing out this programme will therefore vary from country to country,
but each will be able fully to play its part in the programme, and all
are determined to do-so. :
24, The recovery programme is based upon four points:—

(i) Astrong production effort by each of the participating coun-
tries, especially in agriculture, fuel and power, transport,
and the modernisation of equipment.

(ii) The creation and maintenance of internal financial stability
as an essential condition for securing the full use of Europe’s
" productive and financial resources.

(iii) - The development of economic co-operation between the par-
ticipating countries.

(iv) A solution of the problem of the partlclpatlng countues
deficit with the American Continent particularly by exports.

25, The production expansion which is envisaged by 1951 is similar
in general scale to that achieved by the United States in the mobilisa-
" tion years 1940 to 1944.! It calls for an unprecedented peace-time ef-

fort of work by the whole population of all the participating coun-

tries. It is the maximum self-help which each country can accom-

plish; it will restore agricultural production to the pre-war level, and
“it will carry with it a significant expansion of mining and‘manufactul'-
- ing production beyond the levels which were ruling in 1938.

*In U.S.A, from 1940 to 1944, coal output increased by 34%, steel output by
81%, electric power output by 61%. The European coal output is planned to
increase by 83% from 1947 to 1951, steel output (excluding Germany) by €0%
and power output by 39%.

762024°—47——2 - : 11
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26. The production programme provides for mutual help between
the participating countries over a wide field, and for a number of prac- .
tical steps for specific action, such as the International Power Project.
In addition broader proposals are made for the reduction of trade bar-
riers and the removal of financial obstacles to intra-European trade.

27. The creation of internal financial stability in certain countries
is necessary in order to get their entire productive and distributive
systems into effective operation, and in order to secure the full use of
internal and external financial resources. While the necessary eco-
nomic and financial reforms can be initiated without external assist-
ance, such assistance will be required to make them fully effective.

28. In order to carry out their production effort, and after making
full allowance for the supplies which they can obtain from each other,
the participating countries need food, raw materials, fuel and capital
equipment from overseas. There are two difficulties to be overcome:
the inadequate supplies of certain key commodities available in the.
world, and the lack of means of paying for them. - In this report, it
is estimated that available supplies to the participating countries,
assuming complete achievement of their agricultural programmes,
will be insufficient to permit even the restoration of the pre-war stand-
~ard of food consumption by the end of 1951. Moreover, in the imme-
diate future, the lack of supplies from normal sources in Eastern
Europe and South-East Asia increases the urgency of the need for
supplies from the American Continent. The financial counterpart
of the unbalanced flow of goods and services from the American ‘Con-
tinent is the dollar deficit of the participating countries.

29. The European recovery pr ogramme cannot get fully under way
until the immediate dollar problem is solved. Failure to solve it
would “destroy -the basis' of production and internal confidence in
Europe; a descending spiral of production and consumption would
become inevitable. Immediate and fully adequate aid in 1948 is there-
fore necessary as a first step for the fulfilment of the programme of
production, stabilization and co-operation. If the initial stages of
the programme can be successfully accomplished, a momentum will be
created that will ease the task in the followmg years.

80. The productive effort which is generated in 1948 can be sus-
tained and developed further only if the participating countries can
obtain and pay for the necessary supplies from overseas. There will
still be a large deficit in the following years. The purpose of the
European recovery programme is to reduce this deficit as fast as
possible. There will be some deficit in 1951; the participating coun-
tries have always depended on dollar earnings from the rest of the
world to meet their deficit with the American Continent, and will
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do so in‘the future. By the end of 1951, given reasonably favourable
external conditions, the deficit should be of dimensions which will be
‘manageable through normal means without special aid.

31. This is a fundamental problem which cannot be solved quickly.
The effects of the war, which are so clearly illustrated by the lack of
balance in the world’s trading pattern, cannot be cured in a few
months. But the participating countries are confident that in four
years considerable and decisive progress can be made to overcome
them. This recovery programme can break the back of the problem.
But continuing constructive action by the FKuropean countries and
by the rest of the world will be needed in order to keep the trading
position balanced and to prevent the re-appearance of the interna-
tional maladjustment which is the root of Europe’s present difficulties.

32. In order to ensure that the recovery programme is carried out,
the sixteen participating countries pledge themselves to join together,
and invite other European countries to join with them, in Workmg
to this end. This pledge is undertaken by each country with respect
to its own national programme, but it also takes into account similar
pledges made by the other participating countrles In particular,
each country undertakes to use all its efforts :— o

(i) to develop its productmn to reach the targets, especially
for food and coal;

(ii) to make the fullest and most effective use of its existing

‘ productive capacity and all available manpower ;

(ii1) to modernise its equipment and transport, so that labour
becomes more productive, conditions of work are improved,
and standards of living of all peoples of Europe are raised;

(iv) to apply all necessary measures leading to the rapid achieve-
ment of internal financial monetary and economic sta-
bility while maintaining in each country a high level of
employment;

(v) to co- operate with one another and with like-minded coun-
tries in all possible steps to reduce the tariffs and other
barriers to the expansion of trade both between themselves
and with the rest of the world, in accordance with the
principles of the draft Charter for an International Trade
Organisation: '

. (vi) to remove progressively the obstacles to the free move-
ment of persons within Europe; ‘

(vii) to organise together the means by which common resources
‘can be developed in partnership.

By these means and provided the necessary supplies can be obtained
from overseas, European recovery can be achieved. -



CHAPTER III
'THE PRODUCTION EF FORT

'33. The Committee of Co-opération concentrated its examination -
upon food and agriculture, fuel and power, steel, timber and transport,
together with related industries such as agricultural and mining ma-
chinery, as well as the general problem of labour. These are the basis
of economic life and if there is not enough of any of them the entire
economy suffers. The first task is to put these foundations right.
Success in this is the first and essential condition for the growth of the
varied flow of finished products of all kinds which Europe needs for
its own people and for export.

34. These key commodities and services are all' inter- dependent
More food for miners means more coal; more coal means more steel;
this in turn makes it possible to produce more mining machinery and
more agricultural machinery to produce more coal and more food, and
more. transport equipment to enable the increassd supplies of coal to
flow smoothly from the pits. If timber is lacking, coal production
is hampered and movements by rail are slowed down if there are not
enough timber ties to maintain the track. Europe’s experience shows
how these shortages interact upon one another and ultimately lead to
industrial stagnation. An expansion of each can likewise have a
cumulative stimulating effort upon the whole structure.

85. The production effort of the participating countries and Western
Germany will therefore be concentrated on these things. These goods
and services must be provided for a population which in 1951 will ex-
ceed pre-war by 11 per cent. The national programmes and measures
for mutual assistance are designed to achieve the following results by
1951 :—

(i) Restoration of pre-war bread grain and other cereal pro-
duction, with large increases above pre-war in sugar and po-
tatOes, some increases in oils and fats, and as fast an expan-
sion in livestock products as supphes of feedlng stuﬁs will
allow. =

(ii) Increase of coal output to 584 million tons i. e. 145 million
tons above the 1947 level (an increase of one-third), and 30
million tons above the 1938 level. .

14
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(iii) Expansion of electricity output by nearly 70,000 million Kwh
or 40 per cent above 1947 and a growth of generating capac-
ity by over 25 million Kw or two-thirds above pre-war.

(iv) Development of oil refining capacity in terms of crude oil
throughout by 17 million tons to two and a half times the
pre-war level. _

(v) Increase of crude steel production by 80 per cént above 1947
to a level of 55 million tons or 10 million tons (20 per cent)
above 1938.

(vi) Expansion of inland transport facilities to carry a 25 per
cent greater load in 1951 than in 1938.

(vii) Restoration of pre-war merchant fleets of the partlclpatlng
countries by 1951.

(v111) Supply from European productlon of most of the capital
equipment needed for these expansions.

. 36. The governments of the sixteen participating countries have
undertaken to use all their efforts to develop their national production
in order to achieve the objectives specified above. Each of these Gov-
ernments in assuming this undertaking has taken into account the
similar undertakings given by the other participating countries. The

_ sixteen participating countries consider that the linking together of
their - production efforts in this way should be an important con-
tribution to the achievement of the programmes- which they have set
themselves. :

37. This programme is not, of course, possible by the efforts of
the participating countries alone; it must be sustained by a flow of
‘goods and services from the rest of the world. But this is the scale
of the agricultural and industrial effort which the participating coun-
tries have decided to make and which must be achieved in order to lift
the level of European production to what is required to supply the
- European peoples’ needs and to produce the exports which will pay
for the necessary imports. v

38. Food is the first essential, and agriculture is the most important
single form of economic activity in the participating countries and
in Western Germany. In terms of total human effort, more must be
accomplished in this field than in any other. The population in this
area in 1951 will be about 11 per cent above pre-war and the restora-
tion of pre-war agricultural output can therefore be no more than

- the first stage in a longer-term programme. Pre-war output of cereals
and other crops can be restored and in some cases exceeded by 1951,
but the rebuilding of livestock herds will be a slower process, which is
dependent upon the supply of imported feeding stuffs, and even if full
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‘requirements are met, meat production will still be only 90 per cent
_of pre-war. The supply of fish has already recovered to the pre-war
level and could, if market conditions allowed, be substantially raised -
with present equipment. The following table summarises the pro-
duction programme :— ' : :

Table 1—Production of Basic Foods

(Million metric tons)

Year* 1934-8 | 1946-7 | 1947-8 | 1950-1
All Cereals_____ _______ e __ 64. 5 55. 6 48.9 |- '65.8
Bread grains_ .. _______________ e 34.0 28.3 21. 4 34.0
Potatoes: . .. 57.7 | - 50.7 61. 6 68. 2
Sugar_ .. 3.4|- 33 3.4 3.9
Meat . o 9.0 5.9 6.0 81
Milk_ .. 72.5 55. 7 57.0 73. 4
Oil and Fats (including butter) - .. ______ 2.8 20| - 22 2.9

“\Years from 1st July to 30th June,

[Emron’s NoTE. Tables for converting metric to avoirdupois weight and rbr
other similar measurements can be found at the end of this volume.]

- 39. -Outstanding examples are the cereals production programmes of
France and Italy. These two countries are the largest producers of
bread grains among the participating countries; and the former was
before the war normally self-sufficient. In France bread grains pro-
duction which before the war was 8.9 million tons had fallen to an
estimated 3.8 million tons in 1947-48. By 1950-51 it is estimated again
to reach 8.8 million tons. The corresponding figures for Italy are,
pre-war 7.4 million tons; 1947-48, 4.7 million tons; and 1950-51, 7.1
million tons. The production of livestock products among all the par-
ticipating countries shows an even greater decline than that of crops;
the production of meat is only two-thirds of pre-war; the rate at which
it will increase will depend entirely upon the avalhblhty of 1mported.
feeding stuffs.

40. As their programmes develop, some . countries’ exportable sur-
pluses will increase rapidly, and this will allow other participating
countries either to increase their consumption or to reduce their im-
ports from elsewhere. The exportable surplus of butter from certain
participating countries will increase from 87,000 tons.in 1946-47 to
154,000 tons in 1950-51; that of eggs from 52,000 tons to 223,000 tons;
that of meat from 398,0C0 tons to 630,000 tons, and that of fruit from
550,000 tons to 1,911,000 tons. In the same way exportable surpluses

N
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of certain special products which now find difficulty in entering their
pre-war markets will begin to move more freely. This is a natural
form of mutual help which will grow automa.tlcally as the production
programmes proceed.

41. The programme requires first of all the restoration of soil fer-
tility. The participating countries are developing their production of
fertilisers with special emphasis upon nitrogen as providing the most
effective aid to quick crop production. This need for nitrogen fer-
tiliser is much greater than pre-war, because stable manure has been

“less rich in plant nutrient for lack of imported feeding stuffs. Pro-

duction of fertilisers is already well above pre-war and the present
level will be doubled by 1950-51. With adequate supplies of phos-
phates and potash, this production of nitrogen fertiliser will be enough °
to cover requirements at the end of the period, but even if sufficient
coal is available abnormal-imports of nitrogen from the American
Continent will be needed on a diminishing scale in the earlier years.

42. The second requirement is that the mechanical means of working
the soil and handling the crops should be improved by the increased
use of tractors and machinery, and thus a higher production per work-
ing unit reached. The production of agricultur
especially tractors is being actively expanded in the purtlclpatlng
countries, and this will meet a steadily increasing part of the demands
except for special types of equipment. The third requirement is suf-
ficient imported feeding stuffs. The density of population in the
‘participating countries and- Western Germany is too great to permit
simultaneous pfoduction both of enough crops for direct consumption
and of enough feeding stuffs to produce enough -protective livestock
products. Large quantities of protein feeding stuffs, such as oilcake,
are needed to supplement home-grown winter fodder for dairy cattle,
as well as feeding grain mainly for pigs and poultry.

43. Special long-term programmes for the mechanical production
of ground nuts are being undertaken by the British and French Gov-
ernments in Africa. This will eventually add swmﬁcantly to the
world supplies of oils and fats.

44. Fuel and power are likewise crucial. At the present time the
United States is consuming four times as much fuel and power per
head of its-population as the participating countries and Western
Germany, and even before the war the ratio was 214:1. This affords
a rough measure of the difference between the technical levels of the
United States and the European economies and underlines Europe’s
main need, not only to recover its pre-war supphes of energy but
also to increase them progressively and thus raise the whole standard
of productivity of European workers. Before the war four-fifths
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of the power used in the participating countries and Western Ger-
many was derived directly or indirectly from coal. These countries
expect over the next four years a substantial increase in the use of
" petroleum products and the development of new hydro-electric capac-
ity, but the basic source of power will continue to be coal. .

45. Coal production is at present 20 per cent below the pre-war
level, mainly because output in the Bi-Zone of Germany and in the .
United Kingdom has been slow to recover from the after-effects of
the war. The basic difficulties in the Ruhr are lack of trained labour,
coupled with acute food and housing shortages. In the United King- -
dom there has been a shortage of skilled labour for underground work,
as well as deficiencies in technical development (due largely to the
deliberate adoption of a' “quick returns” policy during the war)
and in plant replacement and modernisation. These deficiencies in
the United Kingdom are now to be made good. As a result of the
measures now in hand, which comprise an expanded labour force,
extensive capital development (including some 20 new sinkings)
and the intensified use of modern mechanised methods, output in 1951
is programmed to exceed the 1947 figure by 50 million tons. The
mining machinery and supplies of all kinds required for this major
effort over the 4 year period will exceed $1,000 million; virtually all
the items required will be produced in the United Kingdom. It is
hoped to resume exports of coal to other participating countries after
April, 1948, the quantity rising from 6 million tons in 1948 to 29
million tons in 1951,

46. In the Bi-Zone of Western Germany there W111 be an increase
of 60 million tons in 1951 compared with 1947, but the extent of dev-
astation has been so great that the 1938 output will not be regained in
this period. In the Saar, production will reach the 1938 level in
1948, and will in 1951 be 20 per cent above it. In France, too, where
production already is over pre-war level, a further expansion of 12
million tons or 25 per cent is planned by 1951. The net result is that
for the participating countries and- Western Germany -as a whole
production in 1951 will be 30 million tons higher than in 1938. '
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Table 2—Productwn of Coal and ngmte

(Million tons) - (ton for ton)

1938 1947 1948 1951 .

United Kingdom.__.__________________ 231 199 214 249
Western Germany: ' ,

Bi-Zone. - . 206 133 149 193

(57::1 U 14 10 14 17
France_ o _._____ . 48 51 51 63
Belgium_ .. . 30 24 26 31
Other countries___ ... __________. 23| 22 24 31

1) L 552 | 439 478 584

" 47, To carry out this programme requires more intensive exploita-
tion of coal by modern mechanised methods, the provision of an ade-
quaté and efficient labour force, and improvement in food and housing.
The European Coal Orrramsatlon is making a special examination of
the best means of securing the most efficient use of such surplus ca-
Ppacity as may exist for manufacturing mining supphes The Com-
,mlttee examined the pitprop position, partlcularly in order to break
‘the vicious circle by which exports of pitprops are checked for lack of
“cogl while coal production is checked for lack of pitprops. Plans for
increasing the supplies of coal to Scandinavia have enabled the Com-
mittee to allow for more imports of pitprops from Sweden.. It is ex-
* pected that Sweden will be able to increase her exports of pitprops to
'300 ,000 solid cubic metres a year, which is 50 per cent above her pre-
war exports, and this and other propoesals should bring supply and
demand into balance.

48. Consumption of electricity has increased during the war, but
there has been no corresponding increase in generatlng capacity, A
further substantial growth of consumption is expected to a level in
1951 about 80 per cent above that of 1938. In order to catch up the
arrears and to provide for this further expansion, the annual rate of
growth of generating capacity will have to be nearly four times the
rate in 1987-38. This presents a major industrial task. In view of
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the coal position, emphasis is being laid on thermal plants designed
to consume low grade fuels and more particularly on hydro-electric
plants. But it is certain that for many years generating capaclty will
not be enough to meet requlrements

49. In addition to the expansion programmes which are already
under way, the Committee considered further means of exploiting
hydro-electric and lignite resources, and a special working party was
set up to study this problem. It examined many projects and chose a
plan which comprises six hydro-electric plants in Italy, France and on
the Austro-Italo-Swiss frontier together with two lignite thermal
plants in Germany and one geothermal plant in Italy. These projects
have been selected without regard to national frontiers and involved in
some cases the co- opemtlve development of resources cutting across
frontiers.

50. A. further consequence of the coal shortage is the increasing
use of fuel oil, consumption of which is expected to rise from 12 million
tons in 1947 to 28 million tons in 1951. This, together with the
increasing demands for petroleum products resulting from the mech-
anisation of agriculture, the expansion of industry and the growth
of road transport, presents a formidable problem to all participat-
ing countrles, for this whole area has virtually no natural resources-
of oil. It is planned to reduce the foreign exchange burden as far
as possible by the development of oil refining ca’pacity; this will
also provide raw materials for the increasingly important chemical

_processes dependent upon oil derivatives. This involves expanding
the production of refined products by the participating countrles
and Western Germany by 1951 to 214 times the pre-war level. :

51. One of the most difficult problems considered by the Com-
mittee is the supply-of hard coke and coking coal. For the last
sixty years.the iron and steel industries of Western Continental
Europe have been based on the combination of Ruhr coking coal
(which is eminently suitable for making hard coke essential for
steel manufacture) and Lorraine iron ore. With the reduced level
of coal output prevailing in the Ruhr, with its consequential effect
on the level of hard coke and coking coal exports, and the fact that
the United Kingdom is not yet able to resume exports of. coking
coal on the pre-war scale, the supplies available are not enough to
meet the demands of the iron and steel industries in I‘rance, Belgium,
Luxemburg and other countries.

52. The Committee has developed a plan to cover the coke deficit,
which was originally estimated at 20 per cent of requirements in

- 1948. This would involve the diversion of coke from non-metal-
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lurgical ﬁses,’coke economy by the use of richer iron ores in blast
furnaces, and the import of a larger proportion of coking coal in
place of other coal from the United States and Poland. In addi-
tion, in the Bi-Zone of Germany, an increased rate of carbonisation
would be called for and a higher proportlon of hard coke in West-
ern German solid fuel exports. These measures will demand a
high degree of co-operation and effort, particularly in the Bi-Zone
of Germany, and will have to be continued in order to.ensure that
the supplies of coke vital to European steel production are available
in sufficient quantities. '

53. If the coke plan is successful the main obstacle to the achieve-
ment of the full programme for iron and steel production will have
been removed but there will be continuing difficulty in the provi-
sion of scrap and possibly some shortage of rich iron ore in the later
years of the period. Supplies of manganese ore may also be scarce.
A slight shortfall in the programme would not affect the basic
engineering industries mentioned in this chapter but it would prob-
ably affect the rate at which the construction industries could cope
with the physical reconstruction of the war-torn areas.

54. The full steel programmes for the participating countries;
together with target figures for. Western Germany, are shown in
“the following table :—

Table 3—Production of Crude Steel

(Million tons)

Best
1938 | year | 1947 | 1948 1951
(a)
United Kingdom._ . _______._____ 10.6 | 13.2 | 12.7 | 140 15.0
France ool 6.2| 9.7| 58| 10.4| 12.7
Belgium and Luxemburg. . ....____.__. 38| 7.0 46| 7.3 7.9
Ttaly - e 2.3 2.3 1.6 2.5 .3.0
Other participating countries_ ... .._____ 1.8 1.8| 20| 23 4.1 -
Bi-Zone of Germany ... 17.8 | 17. 8 2.8 4.1 | 10. 0(b)
Saar and French Zone_ - . ._____ 30| 3.0 08| 17 2.7
Total- oo 45.-5 | 54.7 | 30.3 | 42.83 | 55. 4
of which . : .
Participating Countries________________ 24.7133.9 (267|365 42.7
Western Germany___________.________ 20.8]120.8| 3.6| 58] 12.7
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(a) A selected pre-war year of greatest activity has been taken
for each country. - The total of those figures gives a measure
of the output of ‘which the plant of the countries taken to-

: gether was capable.

(b) The figures for the Bi-Zone of Western Germany are put
forward by the Control Authorities as targets which could
be achieved provided that certain assumptions are fulfilled.
Under the March 1946 Level of Industry Plan steel produc-
tion would be limited to 4.7 million ingot tons. - Production,
however, might-be raised to 10 million tons in 1951, in con-
formity with the level permitted in the Bi-Zonal Level of

" Industry Plan announced by the Commanders-in-Chief on
29th August, 1947. It could certainly, with proper efforts on
the part of the industry, be raised to 7 or 8 million tons by
that date. .Any calculations based on the 10 million ingot
ton figure must take account of the statement that the meas-
ures about to be taken by the Commanders-in-Chief do not
prejudge quadripartite decisions of the Council of Foreign
Ministers in respect of the level of industry for Germany
as a whole and such industrial limitations as may be imposed
by the peace settlement:

55. In spite of the fuel shortage, the participating countries are
now producing more steel than they did in 1938, although this is still
less than their production in pre-war peak years when the French,
.Belgian and Luxemburg industries were working at nearly full ca-
pacity. The programme for crude steel in 1951 for the participating
countries is 60% above 1947, and will be 25% above the total of their
best pre-war years. The increase in ﬁnished steel is slightly greater:
than that in crude.

56. This growth in the productlon of the partlclpatmg countries
till compensate for the reduction in Western Germany’s steel output
below the inflated level reached during the years of rearmament; total
production in 1951 will not significantly exceed the pre-war capacity
* of the area taken as a whole. Even with this expansion of output, in-
deed, the consumption of steel per head in the participating countries
- and Western Germany will be only one-third that of the United States.

57. The full programme is one of making maximum use of existing
capacity, of modernisation, and to some extent of expansion. In the
four year period, new capacity will be coming into operation.in the
par t101pat1ng countries at all stages of manufacture It will add more
to existing capacity for pig iron and crude steel than for finished steel
where a relatively high proportion of the new construction will replace
“old plant. In most of the participating countries modernisation
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-and re-equipment will at all stages of the industry be more important

- than new construction; only about 20 per cent of the output in 1951
will be from new capacity. The modernisation programmes aim at

~ increasing the efficiency of the industry as a whole, partlcularly in
the use of fuel and manpower.

58. The building of new iron and steel-making capacity is a major
operation. The countries represented at Paris have recognised the
value of assembling data about future trends of steel supplies and
requirements and the Committee has arranged for the interchange of
information by the steel-producing countries about their programme.
of modernisation and extension so that each country, in developing
its programme, may take account of the plans made by the others.

59, Expansion of steel production will clear the way for a con-

- siderable increase in engineering output, particularly in those branches
of the engineering industry which provide equipment for the key
commodities and services. The bulk of the equipment required for
these purposes will in fact be provided by the participating countries

‘and Western Germany themselves. They will themselves produce
about 90 per cent of their total requirements of mining equipment

“which are estimated at $3,700 millions; for the programme of gen-
erating plant extensions—$5,300 millions—the proportion is much
the same; they will produce two-thirds of their petroleum equipment
requirements, both for the domestic refining programmes and for -
development overseas; apart from certain special items, such as con-
tinuous wide strlp m1lls, they will provide most of the plant required -
for the expansion and modernisation of their iron and steel indus-
tries; the European tractor and agricultural machinery industries are

/expandlng fast and will suffice to cover the long-term requirements
except again for special types of equipment.

60. The reconstruction- of inland transport will make heavy de-
mands on the iron and steel and engineering industries, for arrears
of 1nadequate war-time maintenance must be made up as well as the
expansion required in order to enable the rallways to carry substan-
tially increased loads in 1951. The increase in locomotives produc-
tion should be sufficient to meet essential needs and to provide a margin
for export overseas; production of freight cars, on the other hand,
will be insufficient to make good the heavy war-time destruction.
Requirements for passenger coaches are being kept down to the mini-
mum and 90 per cent of them will be covered by home production.
The production of the necessary rolling stock is a formidable task
and the Committee has paid special attention to means of securing
economy, both in their production and in their use. A proposal for
an international freight car pool is being submitted for discussion
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by the Economic Commission for Europe and the problem of stand-
ardisation of freight car design is being referred to the International
Standards Conference.

61. The participating countries 1ntend dur1n0' the next four years,
to make good their war-time losses of 22 m11110n gross registered tons
of shipping tonnage. Part of this gap will be filled by purchases, but
a far larger tonnage will be built in the participating countries’ own
shipyards. At the end of 1951 the merchant fleets at the disposal of
the participating countries will be somewhat larger than in 1938, but
against this must be set the disappearance of the German merchant
fleet. This shipbuilding effort is a work of reconstruction which must
be carried through if the participating countries are to be able to
stand on their own feet.

62. The basis of all this constructional work is steel. Of other con-
structional materials, timber is one of which the participating coun-
tries and Western Germany are normally large importers. ~ The supply
of timber is crucial for mining, inland transport and shipbuilding—
as well as for rebuilding the shattered cities. In spite of the over-
cutting of forests which has taken place during the war and thus the
urgent need to return to sound timber economy, most of the partici-
pating countries have accepted the resolution of the Marianske Lazne
Conference to increase production by 10 per cent in1948 and 1949. At
the same time the occupatlon authorities in Western Germany have

.adopted a. policy of raising the rate of cutting in the forests which
were carefully husbanded during the war. It is important that a con-
tinued effort should be demanded of timber production in Germany.
It is entirely clear, however, that total supplies will be inadequate and
will prevent the development of housing programmes which are
urgently needed ; in many countries the housing shortage is a cause of
low productivity, and everywhere it is a check to the mobility of
labour. .

63." With one or two exceptions all the participating countries are

" experiencing labour shortage. This will continue during the period
of expansion provided that the necessary supplies can be made avail-
able from overseas in order to enable the recovery programme to be
carried out. The important exception is Italy whose normal increase
in population is too great to be absorbed by any practicable expansion
of agricultural and industrial production. It is possible that at a
later date Western Germany might also be a source.of labour recruit-
ment. The present surplus Italian labour force.of 2 millions would,
if suitably trained, be enough to cover the needs of all the other coun-
tries. ConSiderable efforts have been made to transfer labour from
Italy and some success has been achieved in this as well as in the
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absorption of displaced persons now in Germany and Austria. Food
and particularly housing shortages, however, present difficulties and
1t has not always been possible to devise adequate means of enabling
Italians in foreign countries to send remittances back to their families
- at home. The Committee has recommended means of aiding the re-
cruitment of immigrant labour, but the solution of the problem really
turns upon better food and housing and improvement in intra-
European payments arrangements. This problem, like the rest of the
problems which confront the participating countries, can be solved
only by the carrying through of the European recovery programme as
a whole. .

64. The participating countries are confident that this huge pro-
duction programme can be achieved. If a good start is made, the
programme will move with its own momentum; these modernization
and development projects will all increase product1v1ty and ‘thus
contribute to raising the general level of industrial production and
exports. But the programmes as a whole are inter-dependent. Every
element in them depends upon the others—mining machinery upon
steel, steel upon coal, coal upon food—and in turn depends upon the
_ av(ulablhty of supplies from overseas in the right quantities and at
the right times, upon the maintenance of internal financial stability
and upon contmumg and effective mutual help between the partici-
pating countrles



CHAPTER IV

'INTERNAL ECONOMIC FINANCIAL
AND MONETARY STABILITY

65. The success of the programme of the participating countries
depends on internal economic financial and monetary stability being
restored, or maintained. The production targets cannot be achieved
1or can European co- operatlon be-accomplished unless the economies
of all the participating countries are sound and stable.” Instability
in any country affects the participating countries as a whole, for it
hampers and distorts trade and prevents the affected countries from
making their full contribution to the recovery programme. -

66. All the participating countries are to a greater or lesser extent
" ‘affected by inflation resulting from the war.. This general inflation-
ary pressure is generated by the reciprocal effects of a shortage of
supplies of consumer goods on the one hand and the increase in money
incomes on the other. The existence of a large volume of surplus
purchasing power is in ‘itself a great. stimulus to this inflationary
pressure and the growth of money incomes develops with cumulative
force when it is fed by inflationary financing of budget deficits.

A67 The strength of the inflationary pressure differs widely from
country to country, partly according to the success of the -efforts
which the country makes to resist it and partly according to the cir-
cumstances of the country itself. In some countries relative stability
of prices and wages has been preserved by drastic domestic policies
of reducing purchasing power, controls, and rationing; where there
is serious shortage of food and consumer goods, however, workers
cannot spend their earnings to satisfy their normal needs, and the
incentive to work is less than in normal conditions. In other coun-
tries a much more advanced stage of inflation has been reached ; post-
war budgets have not been balanced and there has been a continual
rise in prices which inevitably leads to demands for higher money
wages—a situation which is very difficult- to cure and which threatens
_to lead to a distrust of the national currency. ' This has led in turn
“to the hoarding of food or to its disposal in the black market ; agri-

26



VOLUME I. GENERAL REPORT 27

cultural producers prefer to reduce their sales or not to sell at all
because they cannot buy things with the money they obtain. Indus-
trial workers spend much of their time looking for food and goods.
People refuse to invest capital in fixed interest securities and seek
to transfer it into gold or foreign exchange; capital held abroad is
left there and becomes a hidden private asset which brings no benefit
to the nation as a whole.

68. The countries represented on the Committee of Co- operatlon
have pledged themselves that, where stabilisation programmes are
required ; they will carry them out in a spirit of determination. In
particular, the Governments of the participating countries concerned
undertake to carry out, independently of any external assistance the
internal measures within their power in fiscal and currency matters,
and also in the field of productlon, with the purpose of restricting
forthwith calls on the bank of issue and other inflationary practices’
and of increasing the production of consumer and capital goods.
Thus the French Government has made clear to the Committee of
Co-operation its determination to meet from current revenue all
budget expenditure including military and reconstruction expendi-
{ure in 1948; with the sole exception of expenditure in respect of

" indemnities for war losses to private property, and of industrial
investment. Furthermore, the year. 1948 will see the end of all new
borrowmg from the Bank of France. A comprehensive plan for
economic and monetary stabilisation is being worked out and will be
submitted to the next session of Parliament.

69. The Italian Government declares that special steps are now
being taken with regard to finance and credit and that other such
measures likewise intended to put internal finances on a sound footing
will be introduced very shortly. Thus the Italian Government has
decided that it will approve no new expenditure unless provision is
made for revenue to a corresponding amount. Furthermore, a recent
enactment forbids the Treasury to accept any new loans from the
Central Bank, unless Parliament has specially authorized it before-
hand to do so. The entire expendlture contemplated for the financial
year 1947-1948—for which the total deficit is already substantially
lower than that for the previous financial year—will have to be wholly
covered by taxatlon, except for the special expenditure required for
the economic rehabilitation of the country, which will be covered by
internal and foreign loans.

70. Other countries, inter alia Greece, have also subnutted state-
ments to the Committee of Co-operation placing on record their re-
solve to achieve complete budget balance as quickly as possible. These
statements are published in the second volume of this Report.

762024°—47——3



28 COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

71. It is essential to the success of the whole programme that sta-
bilisation should be achieved as qulckly as possible. In this respect -
the year 1948 is crucial. It will, in effect, determine the success of
the efforts undertaken_ on.the two major aspects of stabilisation. The
first of these is the establishment of equilibrium between purchasing
power and available commodities. The second is the prevention, in
all cases where this is necessary, of the creation of new purchasing
power, of which budget deficits are the main cause. If these twg
objectives are attained next year, the situation of Europe will be radi-
cally transformed. In all countries where there is at present a tend-
ency to hoard and conceal resourcés, the country’s external financial
situation will be improved by putting to use all material resources
which are at present concealed and by bringing back foreign exchange
‘assets into normal circulation. In general terms, the restoration of a
“healthy economic and monetary situation with appropriate rates of
exchange will stimulate production and exports and open new pos-
sibilities of foreign investment and commercial credits.

72. The quick success of stabilisation will to a very large extent de-
pend on adequate foreign assistance being available during the period
in which stabilisation is being achieved. If production falls below a
certain level it becomes far more difficult to reach equilibrium between
savings and taxes, on the one hand, and the needs for investment and
for financing public expenditure, on the other, and this is especially
true in a country where investment needs are increased by war de-

_struction. But the production of the participating countries as a
whole is still far below the level at which equilibrium can be at-
tained and stability cannot therefore exist unless it is constantly rein-
forced by controls and rationing. . The application of such a policy
presents increasing difficulties over a long period and, as has been
pointed out previously, may tend to react unfavourably on production.
An interval must elapse before production can reach an adequate level,
whilst external assistance will contribute to rapid stabilisation by as-
suring an adequate flow of imports so as to balance the national income
and national outlay of the participating countries at a supportable level
of consumption. In'this way the financial and monetary bases for a
sound economy can be rapidly re-established in Europe. .

73. External assistance must be used in such a way that by the end
of the period national income in its widest sense will cover national
expenditure. -The main aim shou]d clearly be to reduce mﬂat]onary
pressure where it exists.

74. If the gold and dollar reserves of the country concerned have
‘been exhausted there may be real difficulty in maintaining or restoring
confidence in the currency, even if the budget has been balanced and
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the continual increase of purchasing power stopped, and even if suf-
ficient external aid is forthcoming to permit the purchase of imports.
It would assist the difficult and painful operation of bringing inflation
under control and then stopping it, if supplementary external resources
specifically designed to raise the country’s gold and dollar reserves to
an adequate amount were made available. Apart from its immediate
purpose of stopping inflation and restoring confidence in the currency,
this strengthening of the gold and dollar reserves would be of the
greatest help to these countries when they had maintained or regained
a position of stablé equ1hbr1um and would therefore be in a position
tc make their currencies convertible (as defined in the Articles of
Agreement of the International Monetary Fund) if they possessed
adequate gold and dollar reserves. '

75. The amount of such resources that is required is the total of the
amounts which the various countries concerned need to make up their
gold and dollar reserves to 2 minimum level which -will restore con-
fidence. No precise calculation can be made of the amount required.
without examining the position of each of the countries concerned at
the time when the stabilisation is undertaken. But from such esti-

mates as can be made the amount likely to be required would be of the
order of $3,000 million.

76. No country would expect such supplementary external resources
to be made available unless it could demonstrate satisfactorily that
they would be used to carry out a programme of stabilisation and
eventually to make currencies convertible and would not-be exhausted
by financing imports.

77. The Governments represented on the Committee of Co-operation
have pledged themselves after stabilisation has been fully achieved
and can be successfully maintained to make their currencies convertible
as defined in the Articles of Agreement of the International Monetary
Fund at appropriate rates of exchange. The Governments concerned
further pledge themselves that any external assistance recived for
‘this purpose will be used for this purpose only and applied in con-
structive and comprehensive measures to put an end to inflation and
eventually, when the necessary conditions have been fulfilled, to make
their currencies convertible.



| CHAPTER V
ECONOMIC CQ-OPERATION

78. In addition to the self-help represented by the individual coun-
tries production programmes and stabilisation plans, a wide range
of actual and potential mutual help between the participating coun-
tries has emerged from the Committee’s discussions.. The work in
Parisin fitting together the various production targets into a European
programme; the undertaking by each country to the others to use
its best efforts to carry out its production programme; the arrange-
ments proposed for reviewing the progress made with the production
programmes—these together constitute a significant step forward in
‘European economic cooperation. .

79. The controlling principle of the Committee’s work has been the
inter-dependence of the national economies of the countries covered by
this Report, and if these countries are to proceed quickly along the
road to recovery, they must proceed together. In each subject ex-
amined by the Committee, therefore, the first step has been to see. how
far the various countries can meet each other’s needs, and full account
has been taken of the possibilities of mutual help through the inter-

- change of goods in assessing the requirements to be met from the out-
side world.

80. The structure of the European economy as it ex1sted before the
war was already a highly developed system of mutual help. It was
founded upon the specialisation of human skill and industrial capa-
city which was in fact responsible for the relatively high standard
of living which these countries enjoyed in relation to their limited
natural resources. The economic life of some of these countries was
based largely upon supplying othors some of the participating coun-
tries are more closely integrated together than others, but between all
of them there are close traditional links which form a natural bond;
and which they have been striving to re-forge after the disruption of
the war. It is therefore entirely natural that a complicated network
of mutual help should exist, and that it should: develop further as pro-
duction grows.

- 8L In every one of the products examined by the Commlttee, na-
tional production programmes are being developed which will alsc
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satisfy the needs of other European countries and so reduce the de-
ficiencies which at present must be supplied from the outside world
and in particular from the American Continent. The food-export-
ing participating countries are planning to increase their export sur-
pluses as fast as they can, and in meat, dairy produce and fruit these
will make a large contribution by 1951; the United Kingdom coal
development programmes, carried out at very large capltal cost, will
begin to make supplies available for other participating countries in
1948, rising to 29 million tons a year in 1951; the expansion pro-
grammes for agricultural mwchinery and nitrogen fertiliser, besides
providing for the needs of the countries which are carrying them out,
will also supply other participating countries’ needs and will permit
a rapid reduction in the supplies required from the United States;
cooperative measures are being taken to increase the production of
timber ; most of the work of rebulldlnrr the merchant fleets of the par-
t1c1pat1nfr countries is being carried out in their own or each others’
yards. Much of this mutual help arises in the normal course of trade,
but there have been certain special cases, such as that of hard coke and
coking coal, in which particular arrangements have been worked out.
82. If the increased production resulting from these programmes
is to make its full contribution to the restoration of the European
‘economy and the reduction of abnormal demands on the rest of the
world, it must be accompanied by-a freer -movement of goods and
.services within Europe itself. This movement is now hampered by
quantitative restrictions on imports and exports, by measures which
* countries have been forced to take to balance their trade with each
other bilaterally and by restrictions on the movement of men and
women. - To achieve the freer movement of goods, the participating
countries are resolved :—

(1) ‘to abolish as soon as possible the abnormal restrictions .
which at present hamper their mutual trade;

(i) to aim, as between themselves and the rest of the world, at a
sound and balanced multilateral trading system based on
the principles which have guided the framers of the Draft
Charter for an International Trade Organisation.

83. The present abnormal restrictions on imports and exports are
necessitated by balance of payments difficulties and supply shortages.
European countries are 1ot alone today in being forced to impose
quantitative restrictions on imports and exports for these reasons.
There are, however, serious and practical dangers for the participa-
ting countries if these restrictions are more stringent than is necessary
and if they are retained in operation longer than is justified. by the
balance of payments difficulties of the countries which impose them.
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Europe s welfare depends upon its ability to sell a large and increas-
ing volume of goods to the American Continent, and to other parts
of the outside world including those areas in the economic develop-
ment of which Europe has tradltlonally played so large a part. It
will be impossible to develop the efficient and varied productlon which
will be required for this purpose. if uneconomic production is stimu-
lated and if artificial price structures are perpetuated. It will in
any case be impossible for the participating countries to build up-
their exports to the necessary extent unless a sound and balanced
multilateral trading system develops in the world and the principles
of the Draft Charter for an International Trade Organisation are
carried into effect.

84. An early relaxation of restrlctmns on trade Wlthln Europe 'so
far as the balance of payments position of each country permits, and
a return to a multilateral non-diseriminatory system of trading within
Europe will thus help materially to encourage development on
économic lines during the vital period of recovery. The restrictions,
‘as they varyingly affect different goods, will have to be relaxed pro-
gressively; it is not possible to envisage the immediate elimination
of all import and export restrlctlons between the partlclpatmrr
countries. :

85. When producton sufficiently increases countries at present main-
taining export restrictions will abolish them. "~ As-regards import
restr1ct10ns an essential condition for the freer development of Euro-
pean trade_on a multilateral basis is that balance of payments difficul-
ties should be progressively reduced. These difficulties will diminish
as production increases, internal stability is re-established and export
trade expands.” As they diminish, the participating countries ‘will
reduce progressively restrictions on their mutual trade.  This would
be facilitated by the adoption of a system of transferability, designed
to make European currencies interchangeable, as proposed by the
" Committee of Financial Experts in- Chapter IT of their Report,* on
which a meetlnfr of experts 1s to be held in London on the 22nd
" September. ' Co :

86. As soon as by this and other means the necessary conditions for
the relaxation of restnc_tlons come to exist, the participating coun-
tries will immediately start the liberalisation of their mutual trade in
conformity with the principles of the draft Charter for an Interna-
tional Trade Organisation. This will include measures, such as open

~ quotas or open general licences for certain goods, aimed at giving im-
porters greater freedom of choice of source of supply according to
commercial considerations of relative price and technical suitability.

! See Appendix E.
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The Governments of the participating countries will consult one an-
other, as soon as greater flexibility in payments arrangements has been
achieved over a sufliciently wide area, on these steps for the liberalisa-
tion of their mutual trade, with which they hope other European
countries will associate themselves, These steps will be designed to
lead eventually to the complete elimination of quantitative restrictions
imposed for balance of payments reasons, both within Europe and in
relation to the rest of the world, when equilibrium in balance of pay-
ments is achieved. i

87. As quantitative restrictions are progressively eliminated, tariffs
will re-emerge as the principal factor influencing the flow of trade
between the participating countries. The levels of these tariffs vary
and they are by no means universally high. Existing or prospective
tariff levels, not only in Europe but also in the rest of the world, are,
however, important in the influence they may have on plans for
developing production.

88. The extent to which the interchange of goods is likely to be
impeded by tariffs is, therefore, of fundamental importance for the
future development of the European economy on sound lines. . The
Draft Charter for an International Trade Organisation offers two
lines of attack on the problem of tariffs. It is the basic aim of the
Draft Charter to secure the progressive world-wide reduction of
tariffs on a multilateral basis, but it also provides for the possibility
that groups of countries may wish to form Customs Unions.

89. The world-wide reduction of tariffs on a multilateral basis is
both necessary and beneficial for the European economy. This re-
duction is necessary in order to provide increased overseas outlets
for the indispensable exports from the participating countries; at the
same time, it is beneficial in its influence on the pattern of economic
activity within the participating countries as a group. A start has
been made in the negotiations at Geneva with a multilateral reduc-
tion of tariffs. It is essential that efforts should be mads to secure
further progressive reductions in tariffs on this multilateral basis, and
in these efforts the participating countries are prepared to play their
full part. ,

90. The Committee has considered the question of _Cuétoms Unions
as a means of achieving the speedier reduction and eventual elimina-
tion of tariffs between a group of countries. The advantages which the
United States has enjoyed through the existence of a large domestic
market with no internal trade barriers are manifest. Under different
circumstances and on a smaller scale the decision of Belgium, Luxem-
burg and the Netherlands to form a Customs Union is an instructive
example of mutual cooperation in this field.
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91. The formation of a larger free trade area in Europe could be
expected to lead to greater efficiency in many sectors of production
and- this would' not only increase the wealth of the countries con-
cerned, but would also be of assistance in solving the fundamental
problem of the European balance of payments. It cannot, however,
be regarded as a solution of this problem, for this is a world problem
and cannot be solved without the closest possible economic association
with countries outside Furope from which the participating coun-
tries derive the bulk of their essential imports. The development of
trade with the American Continent and with the rest of the world,
including Eastern: Europe, is of crucml importance for the part1c1pat-
ing countries. :

92. No Customs Union can be brought into full and effective opera-
tion by a stroke of the pen. A Customs Union, particularly between

-several large and highly-industrialised countries; involves complex
technical negotiations and adjustments which can only be achieved
'by progressive stages over a period of years. Special problems also
‘arise for countries with a high proportion of their trade outside any
‘proposed Customs Union, or'as between countrles at w1dely differing
stages of ecoriomic development. C-

93. Nevertheless, the idea of a Customs Union including as many
European countries as p0551ble is one which contains 1mportant possi-
bilities for the economic future of Europe and it is in the general
interest that the problems involved should receive careful and detailed
study by Governments. Several steps have already been taken in
this cornnexion. :

94. The Governments of Bélgium, Luxemburg and the Nethellmnds
s1gned a Customs Convention in Liondon on 5th September 1944. This
was elaborated and interpreted in a protocol signed at The Hague on
14th March 1947. The Customs Union of Belgium, Luxemburg and .
the Netherlands will apply identical rates of duty to imports of mer-
chandise in.accordance with the tariff annexed to this convention.
The ¢onvention has been approved by the parliaments of the three
countries and will enter into force by ‘1st January 1948. The three
countries propose thereafter to conclude an economic union, To this
.end proposals régarding-the. unification of excise and transit taxes
-will shortly be submitted for the approval of the three Governments.
In the commercial exchanges between the three countries a start has
-already been made with the relaxation of quantitative restrictions
.which have been abolished for certain products. :

95. The four Scandinavian countries, namely Denmark, Iceland
‘Norway and Sweden, have-announced, after a meeting of the Forelgn
Ministers which took place in Copenhagen on the.27th and 28th
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‘August that they were taking steps to examine immediatély the possi-
bility of an extension of the economic cooperatlon between their coun-
 tries, including the question of the elimination, wholly or partly, of
‘the customs frontiers between the four countries.
96. A number of Governments represented on the Commlttee of
Cooperation made on 12th September the following declaration:—

“Durlng the course of the discussions of the Committee of Co-
operation in Paris, it has been agreed that every available means
should be found of promoting a stable and healthy economy in
Europe within the framework of expanding world trade. As a
contribution to the attainment of this objective the possibility of
forming a Customs Union or Unions in accordance with the prin-
ciples of the draft Charter for the proposed International Trade
Orgamsatlon has been raised, and it has been recognised that deci-
sions to form such Unions cannot be taken without preliminary
study.

The Governments of Austrla, Belgium, Denmark, France, Greece,
Ireland, Iceland, Italy, Luxemburg, the Netherlands, Portuga] the
United ngdom and Turkey have accordlnﬂly decided to create
a Study Group for the purpose of examining the problems involved
and the steps to be taken, in the formation of a Customs Union or
Customs Unions between any or all of those Governments and any
other Governments invited to participate in the work of the Study
Group. The Governments of Belgium, Luxemburg and the Nether-
lands have agreed to act as sponsoring powers. They are arrang-
ing for invitations to join the group to be issued to other States
and will convene a first meeting of the Study Group as soon as
sufficient- opportunity has been given for other States to. signify
their desire to adhere to the Study Group.

“The Study Group will seek to establish-appropriate relatlonshlps

. with the Interim Tariff Committee to be set up under the General
. Agreement on Tariffs and Trade, and with the International Trade
Organisation as'soon as it is established”.

~ 97. The Governments who have set up this Study Group beheve

. that it should be possible within three months of the first meeting to

- produce a first report describing the problems involved and the pro-
gramme of discussions which would be necessary between the coun-
tries wishing to form a Customs Union. These discussions would, in
particular, need to include examination of the possibilities of establish-
-ing a common tarifl, as such examination is understood to be a neces-
sary preliminary to any decision by Governments to enter into a
Customs Union.
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* 98. In this connexion The I‘rench Government has made the fol-
lowing declaration :—

“The French Government being of the opinion that the barriers
which notw exist in the way of a freer exchange of goods and capital,
and of a freer movement of persons between the various European
countries, constitute one of the most important obstacles to the
economic recovery of these countries;

- that in the present state of the world only economic u111t<‘ sufficiently
large to have at their disposal an important home market are able

~ to lower the price of industrial and agricultural production suf-
ficiently to ensure, thanks to better technique, an improved stand-
ard of living for their people and to allow the countries concerned
to withstand world-wide competition,

.that the present division of Europe into small economic units does
not correspond to the needs of modern competition and that it will
be possible with the help of Customs Unlons to construct larger
units on the strictly economic plane. .
‘that these units must not be in any way “autarchic” in character
but on the contrary should increase their trade to the utmost with
all other countries or economic groups of countries to the maximum
degree;
that the formation of such Customs Unions is foreseen in the draft
charter for an International Trade Orﬂanlsatlon,
declares that it is ready to enter into negotiations Wlth all’ Euro-
pean Governments sharing these views who wish to enter a Customs
Union with France and whose national economies are capable of
being comblned with the French economy in such a, way as to make

_a viable unit.

It will be necessary for the formation of such unions to be spread
over a period of years long enough to allow for the necessary ad-
justments, so that the agricultural and manufacturing activities in
the contractmg countries do not have to suffer a sudden change in

~ the conditions in which they at present operate.

The starting point for this period of establishment should be fixed
by mutual agreement as from the moment when the contracting.
countries have succeeded in achieving 1nternal economic and mone-
tary st'l‘mllty

In the course of this perlod steps will be taken progresswely to
achieve the Customs Unions contemplated by the reductlon of tariffs

_ and the elimination of quantitative restrictions.

The French Government considers, furthermore, that the achieve-
ment of the foregoing would be greatly hastened and eased by such
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external help as Europe may be in a position to obtain in order to
re-establish equilibrium in its economy and finances”.

99. The Italian Government having, from the outset of the Confer-
ence, raised for discussion the problem of Customs Unions, wishes to
associate itself with the above declaration by the French Government
which, in its view, is in general conformity with the proposals sub-
mitted by the Italian Delegation to the Committee.

100. In order to examine the conditions under which a Franco-
Ttalian Customs Union could be achieved, the Governments of France
and Italy have decided to set up a Study Group charged with report--
ing to the two Governments on the subject before the 1st January,
- 1948.

101. The Greek and TllI'leh Governments made the following dec-
laration on 19th September :—

“The Governments of Greece and Turkey have already made
known the interest which they attach to the idea of the creation of a
wide European economic unity. They will offer full collaboration
to the work of the Study Group created with this aim, and with the

~ same object in mind will devote all their attention to the study of a
reglonal Customs Umon between these two friendly and neighbour-
ing countries”.

102. As important to recovery as the free movement of goods is the
free movement of the labour supply. The Committee has therefore
made a series of recommendations which will make easier the migra-
tion of labour from countries which have a surplus of manpower to
those in which there is an unsatisfied demand for labour. It is im-
portant that these recommendations-should be acted upon Wlthout
delay as, when the productlon programmes get under way, there is
enough work ahead in most countries to provide full employment
~for.many years to come, provided that the flow of raw materials from
~ the outside world can be maintained. '

103. Tourism is one of the invisible exports upon which the par-
 ticipating countries will increasingly rely as a means of balancing their
accounts with the rest of the world. In this field, as in that of trade, :
the relaxation of restrictions Would be of as51stance towards the main
objective. -

104. In developing projects for general European co-operation the
Committee has concentrated as far as possible on removmg the obstruc-
tions to the free flow of normal productive energies and trade. There
are, however, fields where collective action is desirable to secure the
most efficient development of European resources. Four striking ex-
amples are dealt Wlth below. )
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105. Firstly, a series of projects is being developed for common
- planning of the exploitation of new sources of electrical power. The
~ plan which has been selected by the Committee provides for the erec-

tion of a series of power plants to exploit the hydroelectric resources

of the Alps, certain German lignite deposits and Italian reserves of
-geothermic energy. This work involves the co-operative develop-
ment of resources cutting across frontiers and the decisions are
being taken without regard to national frontiers. Preparation of
periodic revisions of a survey of European large scale power resources
-and the study of the desirability of establishing an international
high tension network represent similar fields for contmumg common
" planning.

106. Secondly, the partlclpatmg countries are seeking to increase
the efficiency of production by encouraging the standar,dlswtlon of
certain types of equipment. These include mining and electrical sup-
plies and freight cars on which it is proposed that the International
"Technical Standards Conference should be asked to report.

107, Thirdly, there is the possibility of securing a more efficient
use of freight cars by pooling arrangements and further transport
_economy might be secured by international study of the flows of traffic.

108. Fourthly, in view of the high cost of installation of steel
producing capacity, arrangements are being made for the inter change
of information by the steel producing countries about their pro-
grammes of modermsatlon and extension so that each country, in
developing its programme, may take account of the plans made by the

others.

109. The means of mutual help between the partnnpatmg countrles
are so diverse that they cannot be listed as a series of measures.  Much
-of the mutual help consists of normal trade and will grow accordingly
as production expands; some of it consists of specific action between
two or more governments; some of it consists of wider governmental
action in order to provide a general freeing of trade and payments
arrangements; some again consists of wider governmental action to
solve particular problems or .to allocate particular supplies. In most
- of these cases other governments are involved besides those of the
participating countries.

110. Wherever suitable international machinery exists, it is the
desire of the participating countries that these tasks should be effec-
tively followed up within the framework of the United Nations.
Many of the reports. of the Technical Committees accordingly state
that suggestions for continued study of some of the production prob-
lems will be made by interested. governments at the forthcoming
meetings of the Commlttees and Sub- Commlttees of the Economic
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Commission for Europe. In this way problems which are also of
concern to countrieés not represented on the Committee of Co-operation
could usefully be examined on a wider basis and for the benefit of
Europe as a whole. It should be noted that five out of the sixteen
participating countries, not as yet being members of the United Na-
tions, are not members of the Economic Commission for Europe.
They are, however, being invited to attend the forthcoming meetings
of those Committees of the Commission in whose subjects they are
interested. It is hoped that the work for which this report indicates
the need may be carried out effectively in the same sp1r1t of co-operation
and in a wider forum.

111. The Committee of Co-operation was set up as a special tem-
porary organisation whose functions should consist of preparing a
programme of European recovery, having in view a period of four -
years. This initial work has now been completed. The present ses-
sion of the Committee is therefore over. But there is.a second stage,
which is the examination of the Report in" the United States. The
Chairman, the Rapporteur General, delegates from participating
countries.and a number of technical experts will therefore hold them-
selves in readiness to provide the United States Government with in-
formation concerning the Report. The Committee may be reconvened,
should this be necessary, at the request of the Chalrman, after mutual
consultation.

112. The measures outlined in the preceding paragraphs will con-
tinue, in practical and concrete form, the co-operation achieved in
preparing this Report for presentation to the Government of the
United States.. The experience of the Committee of Co-operation in
Paris has strikingly proved the value of joint discussion of common
problems. The Governments of the participating countries regret that
other European countries have not been able to associate themselves
with this work, but still hope to bring about a more complete co-
operation among all the countries of Europe. To this end, and with
a view to continuing the work of economic co-operation which has
been started in Paris, the participating countries declare their will-
ingness to engage in mutual consultations and to exchange views with
other European countries whose resources can contribute to the solu-
tion of the economic problems of Europe. Such consultation will take
place to the fullest extent possible within the frame-work of the United
Nations and international economic organisations.

113. The Committee believes that if means for carrymg out the
programme are made available, a joint organisation to review progress
achieved in the execution of the programme will be necessary. The
participating Governments declare themselves ready in this event to
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set up such an organisation by mutual agreement. This organisation
will ensure, to the full extent possible by joint action, the realisation
of the econdmic conditions necessary to enable the general objectives
. to which each country has pledged itself to be effectively achieved.
The organisation will make periodical reports to the various European
Governments on the extent to which the programme is being realised.
“The Governments will supply the organisation with all information
required for this purpose. The organisation will be of a temporary
character and will cease to exist when the special aid necessary for
the recovery of Europe comesto an end.

114. The participating countries fully realise the importance which
attaches to the achievement of the programme, through both national
and collective action, for the future of the European economy and for

- the well-beinig of the world as a whole. They are determined at the

appropriate time to make the necessary arrangements to co- ordmate
1ts execution. . : :



, CHAPTER VI
THE IMPORT REQUIREMENTS

115. In order to carry out their production effort, and after making
full allowance for mutual help, the participating countries and
Western Germany need a continuous flow of goods and services from
the rest of the world, and in particular from the American Continent.
This flow may be interrupted because of shortage of supplies or
because of inability to pay for them. Such interruption would set
the ‘whole programme back, and would create further dislocation.
This reliance upon a continuous flow of imports is the normal state
of European countries; it has been intensified by the war and its
aftermath, but the position is not now fundamentally different from
what it has been for the last fifty years.

116. An import programme has been developed for these countries
for the years 1948 to 1951. It is based primarily upon the work of
the Technical Committees, which have estimated the amount of sup-
plies likely to be available for participating countries and Western
Germany, and have valued them at the prices ruling on 1st July,
1947. For imports not covered by the Technical Committees, the
various countries submitted estimates of their requirements. These
estimates were on the basis that sufficient raw material imports would
be provided to make possible the full production effort, whilst stand-
ards of consumption during the period would not exceed the levels
. which the various countries would expect to be able to afford to main-

- 41
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tain at the end of the period without special external aid. ‘The
resulting programme is as follows :—

Table f—Import Programme of the Participating Countries
- (excluding their dependent territories) and Western Germany

Note: The following figures indicate the quantities involved, and no adjustment
has been made to take account of changes of relative prices of imports

.and exports.

ing the deficit for 1949-51.

($000 millions at prices of 1st July, 1947)

The figures used are not the same as those used in comput-

From other
. From rest Total from e
UFI‘SO rrz of American |- American nongfix;tlcl- Total
it Continent Continent cguntr?es
1948 . - 6.0 3.2 9.2 4.7 13. 9
1949 .- 5.3 3.9 9.1 5.4 14. 5
1950 .- 4.8 3.8 8.6 59 14. 5
1951 ______ 4.3 3.9 8.2 6.2 | 14. 4

117. This total import programme will be somewhat larger in
volume than the normal pre-war imports from these groups of coun-
tries. But its distribution will be very different. Before the war some
45 per cent of the participating countries’ imports from the rest of the
world came from the American Continent; in 1948, the proportion will
be two-thirds. ‘There has been a serious loss of supplies from non-
American sources, and the. effect of this is a very large increase in the
requirements from the American Continent. This indeed is a main
reason why the latter are high; the loss of non-American sources of
supplies is of decisive importance. This loss cannot be measured pre-
cisely, but it may be roughly estimated that more than one-quarter of
the import requirements from the American Continent at the begin-
ning of the four-year period are attributable to this cause.

118. This arises mainly from the war devastation in Eastern Europe
and the Soviet Union.. The participating countries cannot rely upon
supplies from the Danubian granary, and very little is now coming
westward from there. The Western Zones of Germany are unable to
draw from their natural source of supply—Eastern Germany—and
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the result. is that Western Germany now emergeé as a large food
importer; not only is the population of Western Germany one-sixth
above pre-war, but it must also seek entirely .new sources of food
supply. Eastern European sources of timber supply have now
ceased, and the Soviet Union’s reconstruction needs will make heavy
calls upon them for many years to come; before the war, the Soviet
Union and the Baltic States supplied 25 per cent of the sawn softwood
needs of the participating countries and Western Germany, 40 per
cent of the plywood and 30 per cent of the pitprops.

119. Tt is reasonable to expect that the westward flow of food and
agricultural and forestry products will gradually be resumed. - Cer-
tainly the participating countries intend to do what they can to

encourage its resumption. But even on favourable assumptions about .

__ the availability of supplies in the east, progress is bound. to be slow,
and the abnormal dependence upon the American Continent will
remain. A substantial and steady resumption of Eastern European
food, feeding-stuffs, and timber supplies is assumed in this report; the
pre-war flow of cereals from Eastern Europe is assumed to be restored
by 1951, and the supplies of timber are assumed to reach 75 per cent
of pre-war by 1951. But even so, the proportion of food and feeding-
stuffs imports from the American Continent-is still 55 per cent in

. 1951, compared with 42 per cent in 1938, and the proportion of timber
imports still 31 per cent compared with 24 per cent in 1938.

120 The loss of supplies resulting from the war and aftermath of
war in South-East Asia is also important. There has been direct loss
of important foods—sugar, oilseeds, rice—which has forced European
consumers to seek larger supplies from the Ameri¢an Continent. . Per-
haps ever more significant, however, has been the drain upon the
world’s cereals resources to feed these countries; the fall in Burma’s
rice output has, for example, forced many Asiatic countries to import
wheat to keep their peoples alive, and also to divert food for home
consumption which would otherwise be exported. Here again, this
report assumes a. s"teady recovery in these Asiatic supplies during the
period; but the process is slow, and meanwhlle there is further pressare
upon American sources. _

121. The effect of this is that the partlclpatlng countries and
Western Germany must necessarily seek to develop larger import pro-

H
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grammes from the American Continent than they would have done
normally. The following is the programme :—

Table 5—Import Prog.ra,mme of the Participating Countries (excluding
their dependent lerritories) and Western Germany from the American
Continent

Note: The following figures reflect the quantities involved, and no adjustment
has been made to take account of changes of relative prices of imports and exports.
The ﬁgures used are not the same as those used in computing the deficit for1949-
1951.

($000 millions at prices of 1st July, 1947)

1948 1951 Total 1948-1951
5 5 5
g g e
<4 | 58| <4 |98 | <4 | %8
£ | % w7 b | R 8
. Q . Q . Q o
S e o a1 =) o5 =
Food, Fertiliser_ ____._______ 1.5 1.8 1.2 2.2 6.4 8.3 13.7
Coal___ .. 0.3 (o[ 0.05 [_____ 0.7 |-.._._ 0.7
Petroleum Products* .. | 0.5 | 0.55 |--___ 2.2 oo 2.2
Iron and Steel 7 .. _.___ 0.4 | neg. (0.3 neg. [ L2| 0.1 1.3
Timber— . oo 0.1 0.2 0.1 0.1 04| 0.6 L0
Equipment covered by Tech- | - )
nical Committee___.______ 1.1 | neg.-| 0.6 neg. | 3.3| 0.1 3.4
Other imports_ .o oo ___ 2.1 1.2°| 1.5 1.6 72 5.7 12. 9
Total 1mports____-____;_;,_ 6.0 32|42 3.9120.4 (148 35. 2
Shipping services_ .- _____._ 0.6 [._____ 0.3 |-ccoo- 1.7 |- 1.7

* Amounts required from decllar sources.

122. These imports are essential for the production programmes. -
The participating countries and Western Germany will need to main-
tain a continuously high level of imports from the American Con-
tinent long after 1951. But theré are some elements in this pro-
gramme which are purely temporary in character and arise directly
from the effects of war disruption upon the countries’ own resources.
The chief examples are. sh1pp1ng, coal, nitrogen fertiliser and certain
capital equipment.

123. In order to cover their shipping needs after allowing for the
shipping services which they can provide for themselves and for one
another, the participating countries and Western Germany are esti-
mated to require 10.3 million deadweight tons of dollar tonnage in
1948. This figure will be rapidly reduced to 2.2 million deadweight



VOLUME. I. GENERAL REPORT A, 45

tons in 1951, which would substantially represent the shipping serv-
ices to be rendered to the participating countries and Western Ger-
many by the United States and other flags in the normal course of
shipping trade. The need for tankers will rise.steadily with the ex-

. panding petroleum imports, but the needs which cannot be met by

the participating countries from their own resources are not more
than the United States oil industry would be expected to provide in
the normal course of business for the transport of its trade with the
participating countries and Western Germany.

124. The requirements of imports of United States coal will like-
wise fall fast, as United Kingdom and Ruhr output expands, and as
increased supplies come forward from Poland :—

Table 6—-Solid Fuel I mport Reqmrements of the Parthpaimg

Countries
(Million tons)
1948 1951
From U.SA____.___.._.__ e S 41 6
“From Poland*._ . ______._____ e .17 31
58 - 37

*Including small amounts from other countries. The Polish figures are based upon estimates supplied

) by the Polish Government to the European Coal Organisation.

125. The programme for lmports of capital equipment mcludes
many items which the participating countries would ‘normally pro-
duce for themselves, but which they cannot yet produce in sufficient
quantities to meet their needs over this period of rapid expansion.
These include mining equipment, electrical plant and freight cars,
and also, in the first year, a small amount of medium and light trac-
tors. For all these items the participating countries and Western
Germany will even in 1948 be able to provide 80 per cent or more of
their requirements, and their import requirements will fall steadily
throughout the period from about $450 millions in 1948 to $100 mil-
lions in 1951. :

126. Rather more 1mportant howevel are the types of equipment
and machinery in which the United States specialises. Of these items,
petroleum equipment and steel plant will remain relatively constant
at $300 millions a .year throughout the period, but the requirements

‘of heavy tractors will, as. agricultural re-equipment progresses, de-

- cline by 50 per cent. The total import requirement of :equipment
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(temporary ‘and long-term) in the field covered by the Technical
Committees—the bulk of the total of equlpment of all kinds—is $1,100
millions in 1948 and falls to $600 millions in 1951—a sum of $3,400
millions for the four-year period, of which one-third is agricultural
machinery. Further requirements of equipment, ranging from re-
placement parts to complete machines, are included in “other im-
ports”, and may be estimated at about $1,150 millions in the four years.

127. Petroleum is one of the largest items; as explained in para-
graph 48, a heavy increase in consumption is expected and the total
requirements of the participating countries and Western Germany
and their overseas territories are expected to rise from 48 million tons
in 1947 to 77 million tons in 1951. The estimates have been prepared
on the assumption of some continuing restrictions on gasoline con-
sumption by private motorists. This expansion of petroleum con-
sumption will bring consumption per head up to only : about 15 per
cent of that now ruling in the United States.

128. Of iron and steel imports, those for finished steel other than
sheets and- tinplate will only be required in the first year. But the
import demand for semi-finished steel and tinplate will remain rela-
tlvely constant throughout the period. A large part of the participat-
ing countries’ import requirements for sheets may be able to be
met from the Bi-Zone of Germany. Import requirements of raw
materials required for steel making and, in particular, scrap will in-
crease during this period. The import programme for the other raw
material dealt with by the Technical Committees—timber—has been
related to the estimated available supplies.

-129. Most of the “other” imports—that is, the imports not covered
by the reports of the Technical Committees—are the raw materials
normally needed for Europe’s economy. - They include a wide range
. of materials and semi-manufactures of which cotton and non-ferrous
metals are particularly important. - Import requirements of these raw
- materials will increase as production expands. The estimates sub-

mitted by the various countries were scrutinised and in certain cases
* adjustments were made. Wherever projected imports in 1948 ap-
peared to exceed in quantity the imports in 1938, the figures were
examined and enquiries made. For a number of countries, however,
1938 was a year of very low economic activity and requirements
would be higher in conditions of full employment and active produc-
tion effort. The estimates for woodpulp for paper-making were
specially examined and it was decided to reduce the stated overall
requirements in 1948-51 by 20 per cent because of world shortage of
supplies; this adjustment reduced the requirements to approximately
the rate of supplies available in 1947, The figures submitted by the
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countries estimating for years ‘ahead are necessarily subject to error,
for it is 1mp0s51ble to predict the course of development of every
industry. But it is believed that the statements show accurately the
order of magnitude. '

130. The “other” imports contain in certaln cases allowance for im-
ports of manufactured consumer goods. The policies underlying the
import estimates of the various countries in this field being based on
what they expect to be able to afford after the end of 1951 are not the
same, for some can afford a more liberal import policy than others. Tt
is unlikely, however, that this diffevence in import policy in the esti-
mates of manufactured goods imports s1gn1ﬁcant1y distorts the total of -
the import programme.

131. The import programme for food and feeding- stuﬁ's represents
not the requirements but an estimate of what will be available for the
participating countries and Western Germany. This is short of the
requirements which were submitted by the countries; these show ex-
ceptlona,lly large 1mport needs in 194748 because of the failure of the
harvest:—

Table 7—Import Requirements of Food and Feedmg-Stu)fs from
Non-Participating Countries

(Million tons) -

1934/3 | 1046/7 | 1947/8 | 19501

Bread grains._ . . ool ceieeaoooolo 14.0 15.3 23.7 17.9
Coarse grains. .- 11. 4 4.7 8.6 11. 7
Sugar. e 2.7 1.7 17 2.3
Meab 1.7 1.6 2.1 2.5
Fats (011 equ1va.1ent)___-_-_____-____‘___ 2.7 1.1 1.7 2.3
Oileake o ———-- 5.0 1.9 3.5 “5. 4

1 Including the oileake content of imported oilseeds. ~

182. This series of requirements is very modest in terms of con-
~sumption. It provides in effect a maintenance in 1947-8 of the con-
sumption of bread grains in 1946-7 of 158 Kg. per year, compared
_with pre-war consumption per head of 196 Kg. The import require-
‘ment for 1950-51, assuming full success of the agricultural pro-
grammes, is equivalent to bread consumption of 179 Kg. per. head, or
7 per cent below pre-war; by then, the population will be 11 per cent
above pre-war, and this explains the inadequacy of the imports to
prov1de a satlsfactory consumptlon level. Similarly the consumption
levels aimed at in 1950-1 in framing the import requirements of
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sugar, meat and fats are below the pre-war level though above that
which is now ruling. The average consumption figures conceal wide
differences between the consumption of the various participating
countries. The consumptlon per head 1mphed in the requirements
is as follows :— :

Table S—Food Consumption ?er Head

(Kg. per head per year)

1034-38 | 1947-48 | 1950-51

Bread grains_ ... ________________________ 192 - 159 179

Potatoes....__ e 236 228 . 243
Sugar .. [ 27.4| 20 25.2
Meat. e 42. 9 30 37.6

Fats (oil equivalent) ___ . _________._ e 24,1 17.0 22. 6

188. The import requirement for cereals is about 30 million tons in
each of the four years. In the year 1947-8 the available supply for the
participating countries and Western Germany is estimated at about 20
million tons, and the Committee has estimated availability of 25 mil-
lion tons in the later years—the same imports as pre-war, but these esti-
mates are necessarily dependent on the size of future harvests and how
the crops are organised and utilized and some improvement can be
hoped for.  Actual supplies to consumers will therefore fall appreciably .
short of the levels in Table 7 in the current year—which is bound to
set back the European livestock programmes again. Even in 1951,
cereal consumption will still be far below pre-war. Similar adjust- .
ments were made to the meat and oilcake requirements.

184. In the last few weeks the crop prospects have worsened con-
siderably as the result of widespread droughts. In Canada, too, the
wheat crop is lower than last year, while in the United States the
maize crop has declined sharply. Fortunately, the United States
wheat crop is the highest on record. Intensified collection and con-
servation measures will be undertaken by the participating countries
in order to reduce the adverse effects of the agricultural set-back-
But if they are to ensure the maintenance of a minimum supply of
cereals for human consumption and avoid a large reduction in live-
stock numbers which would put back the prospects of agricultural
recovery for some years, they will have to receive additional assistance
from oversea supplying countries. Such assistance may involve a
great effort on the part of the exporting countries. The participating
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countries hope, nevertheless, that in the interests of World recovery,
the necessary assistance will be forthcoming. :

135. It is not possible to say in advance Which cereals from which
source will go to which country. It is therefore impossible to specify
how much of the 20 million tons of cereals in the current year and of
the 25 million tons in the following years will be required from the
United States, or from any other source. A general division has been
made, however, in order to calculate the financial figures in Table 5;
up to 20 mllhon of the 25 million tons which is estimated to be avall-
able for Europe in the next few years may come from the American
Continent, and the demand upon the United States might vary be-
tween 8 and 9 million tons. Although the ¢oZal cereal imports into
Europe will not exceed pre-war, large imports will be needed from the
American Continent to make good the loss from other sources.

186. It must again be emphasised that if these estimates are carried
out, even in four years’ time the consumption of food in Europe will
still be significantly below pre-war—even assuming full success of the
agricultural programmes. The hard fact of this report is that there
is not enough food in the world to give Europe as much as it had pre-
war; and that even-in 1951 supplies will still be very short, although the
fats situation will be greatly relieved.

1387. This analysis of Europe S 1mport requirements from the Amer-
ican Continent shows that the size of this programme results primarily
from the interruption of supplies from non-American sources; there
are relatively few temporary imports the need for which will rapidly
decline, and there are relatively few long-term imports for major capi-
tal projects. Mast of the imports are needed for the day-to-day run-
ning of the European economy. Without these running supplies, life

“comes to a stop, and the working capital of Europe, far from being
increased as it needs to be, will be exhausted.

138. This import programme, which is essential for the productlon
effort, raises most difficult financial questions. TFor it appears from the
analysis that this is a continuing problem. The participating countries
and Western Germany must continue to rely (as they have always
done) on substantial imports from the American Continent unless they
are to reduce food standards to a point at which they damage indus-
trial and agricultural production, create unemployment for lack of fuel
and raw materials, and abandon the production effort which is Eu-
rope’s one hope of recovery.



VCHAPTER VII
THE PROBLEM OF PAYMENTS

139. The payments problem is the financial counterpart of the un-
balanced flow of goods and services across the Atlantic. The financial
figures are the clearest means of illustrating and expressing the size
of the problem that exists and its bearing upon the common affairs of
the participating countries and the United States. It is not the pur-
pose of this report to propose solutions for this problem.~ The Com-
mittee is here concerned to indicate the scale of the problem and to
show the financial implications of the maladjustment betieen the
productive power and resources of the American Continent and those
of the participating countries which has resulted from the war.

140. For this purpose a common account has been prepared which
shows the deficit of the participating countries and Western Germany
in their trading relations with the American Continent and with other -
non-participating countries. This account has been prepared on as
‘realistic a basis as possible. It must be emphasised that it is not the
sum of individual balance of payments estimates submitted by the
various participating countries. Independent estimating leads to
inconsistencies; all the countries would necessarily make different and
1ncomp'xt1b1e assumptlo'ls about the supplies which they could expect
to receive from the various sources. . The account is therefore based
upon the common import programme described in the previous chap-
“ter, together with estimates on the income side supplied by the individ-
ual countries. The account is built primarily from the experts’ view of
the prospective commodity supply to the participating countries and
‘Western Germany as a whole, rather than from independent and
uncoordinated financial estimates from the individual countries. In
this way it presents a genuine picture of the relations between the par-
ticipating . countries and Western Germany and the American
Continent.

141. The analysis deals with trade with ‘the Amerlcan Contment_
rather than with trade with the United States itgelf. The reason
for this is that in general Canada and Latin America require to be
paid for their supplies in United States dollars or the equivalent, for
their economies rest upon their ability to earn United States dollars by

50
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their exports to Europe in order to pay for their import requirements
from the United States itself. Of course participating countries have
to pay dollars for supplies from certain other non-participating coun-
tries, and they cannot in general collect dollars for any export surplus
which they may have with non-participating countries outside the
American Continent. The problem is not.confined to the American
Continent, but spre‘lds round the world. Nevertheless, the main ele-
ment in the problem is the deﬁc1t with the American Continent, and
the Commlttee decided to express the problem in these terms without
going into the special condltlons arlsmo' in trade with other non-par-
ticipating countries.

142.  The scale of the dollar problem in 1948, as revealed in this com-
mon account, is illustrated in the followmg table —

. Table 9—Balance of Payments of the Partzczpatzng Countries and
: Western Germany in 1948 .

($000 million) |

: Other non- -

American L, SO
: : participating

Continent countries

STMPOTtS - o ciec i m e e et m—mm | T —9e17 —4.70
ExXpOrtS . o oo e +2.16 | +4. 30
Net surplus'(++) or deficit (—) on invisible account_| —0.57 -+0. 38
Dependent territories, net surplus (+) or defieit (—)_ —0.45 —0. 22
Total o o el et R | —8.03 —0.24

Estimated imports include $918 million for equipment, other than
" agricultural and mining machinery, to which special considerations
apply.* If imports of equipment were financed by loans from the -
International Bank or other credit operations, the deficit to be dealt
* with by other means would be reduced to-.—-._-__ e —7.11

. *See paragraph 139.

143. Unless means can be found of ﬁlhng this gap, Europe will be
unable to receive the flow of goods and services which its recovery
requires, and a catastrophe will result.

144. It must be’ emplmsmed that the table does no more than illus-
trate the prospective size of the dollar deficit in 1948. It does not .
. state how much special assistance is required. This is because some of

the deficit can be covered by other means; loans from the International
Bank, to the extent that they are actually used in 1948, contribute to-
. wards filling the gap ; so do other forms of lending j so does the expend-
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iture of other financial resources by the participating countries. But
at the same time it is clear that these other resources can fill only a rela-
tively small part of the gap, and most of the participating countries
will have dollar payments to make in other parts of the world as well.
145. The reasons why the deficit with the Americanh Continent is of
this size are explained in the appended report of the Balance of Pay-
ments Committee. The normal pattern of trade between the par- -
ticipating countries and Germany and the American Continent was a
substantial deficit against the former on trading account; this deficit
was $1,450 millions in 1938. - This adverse trade balance was offset
. by the participating countries’ earnings on invisible account, by the
sale of Colonial produce to the United States, and by earnings of
dollars from sales to the rest of the world. This was the customary
process of multilateral trade.

146. All these factors have been distorted by the war. The foreign ..

investment income is gone; there is a big dollar bill for shipping
services; tourist income has not yet recovered. At the same time, the
loss of other sources of supply has forced Europe to turn to-the Amer-
ican Continent for essential supplies on a much greater scale than
before, and prices have increased heavily; the dislocation of industry
by the war has tended to damage particularly industries and-agricul-
.ture which contributed most to Europe’s dollar income. The destruc-
tion in the Japanese war has turned the net income from sales of
rubber, tin and other dollar-earning.colonial products into a net ex-
penditure. Finally, the shortage of dollars generally has made it -
hardly possible for Europe to earn dollars by sales to the rest of the
world. The size of the deficit results from the. cumulatlve effect of all
these forces.

147. The full effect of this is ‘only now becoming 1pparent In the
first post-war year, much of Europe was still disorganised and could -
neither get the supplies it needed nor would it have been in a position
to make full use of them. Prices were still held down—a factor of ~
great importance, for a change of only 10 per cent, in Europe’s import
prices from the American Continent is equivalent to nearly $1,000 mil-
lions a year. Many participating countries still had financial reserves,
and there were generous credits from the United States and Canada.
In order to get industrial and agricultural production under way,
supplies are needed on a much larger scale than Europe had in 1946.

148. In order to illustrate the size of the deficit with the American
Continent in another way, estimates were made by nine of the par- -
ticipating countries and the Bi-Zone of Germany of their 1948 current
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. deficit with the American Continent. These estimates were made by -
the countries themselves, on a number of specific assumptions, of which
the most important were the maintenance of mid-1947 prices, the full
availability of supplies, and imports limited only in accordance with
what the country would be able to afford at the end of 1951. The
results do not of course represent these countries’ forecasts of what
their deficits will be in the year 1948 on their present policies, for most
of the participating countries are now ‘forced by-sheer necessity -to
work on quite different assumptions. The following are the figures :—

Table 10—Deficit of Certain Participating Countries and Western
Germany With the American Continent in 19/8%

’ ’ ($000 millions)
Belgium __________________________________________ R 0.32 -

Denmark.. o oo oo SRR S 0.21
France - .ol e e e 1. 76
Bi-Zone of Germany . - .. 1. 15
Germany, French Zone. o e - 012
GreeCe - e 0. 51
Ttaly .. oo e el mmmmmmmmicemame——— 0.93
Netherlands - o e e 0. 63
NOrwWaY - - o i i --o--<0.05
Sweden .o e e 0.15
Unlted Kingdom - . . e 2. 63

*It does not follow from this table that the relntlve shares of individual countries in the total deficit will be
the same in subsequent years as they are esnmated to be in 1948,

149. The tota,l of these figures is $8,460 millions, When adjustment
is-made for the participating countries which were unable to supply .
this information, for the lack of availability of supplies and for the
deficit of the dependent territories, this total is broadly consistent
with the common account in Table 9. It must be emphasised that thess
figures do not represent the need of each country for special aid; the
deficit with the American Continent is the largest element in the
dollar problem of every country, hut there are specml mrcumstances
in every case.

150. The consequence of the European recovery promamme is to
reduce the dollar deficit progressively from 1948 to the end of 1951.
In order to illustrate the rate at which it could be reasonably expected
that the deficit would fall—assuming those favourable conditions
which are described in. Appendix D, Annex B—a common account

was prepared for the period 1948-51, which is shown in the Tables
11 and 12. . .
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T'able 11—Deficit With the American Continent of the Participating
Countries (Including T heir Dependent Termtomes) and W estern

Germany 1948-51 -
. (3000 millions)
1948 1949 1950 1951 Total
U.S A . © 5. 64 4. 27 3. 28 2. 62 15. 81
®*  Rest of American Continent____ 1. 94 1. 82 1. 30 0.91 5.97
) : 7.-58 6. 09 4, 58 3.53 | 21.78
Deficit of Dependent Territories.. 0. 46 0. 26 0. 07 *0. 13 0. 66
i Totalo oo 8.04| 6.35| 4.065| 3.40| 2244
*Surplus.

151. The estimated 1mports, as explained in paragraph 132 include
equipment, as well as commodities (food, coal, oil, etc.).
tural machinery and mining machinery 1ap1d1y increase the output
of food and coal and may be regarded as current‘rather than capital
items. Ifequipment (other than agricultural and mining machinery)
wete financed by loans from the International Bank, or other credit
operations, the deficit remaining to be dealt” with would be as

Agricul-

follows :—
Table 12
(000 millions)
1948 1949 1950 1951 Total
Deficit showﬁ in Table 11._____ 8. 04 6. 35 4. 65 ’3. 40 22. 44
Less equipment assumed to be
* financed by International :
‘Bank, eteooonoo__ denlio- . 02 - .89 .72 . 60 "8.13
Totale oo C7.12| 546| 3.93| 2.8 | 1931

152. It is clearly desirable that the largest possible contribution for
covering the deficit should be made by means of loans by the Inter-
national Bank, and the Bank’s recent Report shows the important
part which it should be able to play. Some of this deficit too, could
be covered by private investment, or by the repatriation of capital
after the restoration of internal financial stability. But it must be

" noted that private investment projects do not contribute to the prob-
lem in the terms in which it has been expressed above, if the proceeds
are used for the purchase of imports of capital equipment which are
not provided for in the present national estimates. .

. 153. As against the tentatively estimated deficit with the American
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Continent over the years 1948-51, there is a tentatively estimated sur-
plus during those years with other non- partlmpqtmg countries to the
amount of $2810 million. But, as stated in paragraph 145, it will
not be possible to offset this surplus against the dollar deficit with the
American Continent unless there is a sufficient flow of dollars to other
non-participating countries.

154. The imports of eqmpment from the American Continent to
which reference is made in paragraph 126 are analysed in the follow-
ing table :—

Table 13—Participating Countries (excluding Dependent Territories)
and Western Germany

Imports of Egmpment From the American Continent

The following figures indicate the quantities involved, and no adjustment has
been made to take account of changes of relative prices of imports and exports.
The figures used are not the same as those used in computing the deficit for

1949-51. .
’ (Millions of U.S. dollars at prices of 1st July, 1947)

1048 | ‘1010 | 1050 | 10s | JTofel
-A. Equipment to create new capacity or re-
store or replace damaged capacity
(i) Goods covered by Technical Commit-
tees .
Electrical Equipment________ 150 175 125 50 [ - - 500
Petroleum Equipment.____.___ 50 51 52 49 (a) 202
Steel Plants________ emm—--z[ 100 | 100 | 1C0 | 100 400
Total- o cocmemmmecee 300 | 326 277 | 199 1102

(ii) Goods not covered by Technical
Commitlees____________________| 287 287 287 287 | (b) 1148
. B. Other Equipment
(i) Goods covered by Technical Com-
miltees (other than Agricultural
and mining machinery)

Petroleum equipment - - - 118 | 96| 64| 75 353

Inland Transport Equipment_| 203 177 81 29 490

Tlmber equlpment ___________ 10 9 7 6 32

Total. oo e . 918 | 895 - 716.| 596 3125
Agrlcultural Machlnery ______ 370 | 313 | 268 | 237 1188
Mining Machinery_.___.___._ 80 54 46 | - 40 220

(ii) Goods not covered by Techmcal Com--| - - :

mzttees (e) i .. ez te-s--| DA, | D.a. | nica. |on.a. - . &,

TOTAL EQUIPMENT [(C) JI 1368 | 1262 | 1030 ) 873 4533
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(a) One or two major projects involving equipment from United
States sources have been omitted from these figuresas it has

) been found difficult to provide accurate estimates.

" (b) Some Governments were unable to.estimate how this total of
,1148 is spread over the four years. It is assumed that it is
spread evenly. - '

(¢) Most Governments were unable to estimate the value of
Equipment falling under Heading B above, to be imported
from the American Continent, owing to-the uncerﬁinty of
the markets from which such equipment “will in fact be
obtained.

(d) Total for which estimates are available.

155. The progressive annual reduction of the deficit reflects the f‘lll
in the participating countries’ need for certain types of imports from
the American Continent, partly as a result of increased production in
Europe and partly because of the availability of more supplies from
the rest of the world. Of equal importance, however, is the growth of
exports to the American Continent which is the only means, in the long
run, by which the participating cotuntries can maintain their imports
from the American Continent. The following table shows the export
development which is provided for in the analysis:—-

Table 14—E wports to the American Continent 1948-51

($000 million)
Rest of

U. 8. A. American

Continent
1048 e 0. 85 1. 31
1949 . o e 1.11 1. 72
1950 - e e 1. 23 2.14
1951 o e 1. 48 2. 46

156. At the end of the period, again on favourable assumptions,
it is estimated that the participating countries and Western Germany
will have a substantial surplus on current account with other non-
participating countries. For the year 1951 this is estimated at $1,800
millions. If there is a sufficient flow of dollars to the rest of the world
to enable the participating countries to earn dollars or their equivalent
for this surplus, it will be possible to offset this surplus against the
dollar deficit with the American Continent. Thiswould indeed rep-
‘resent a restoration of the normal means by which Europe dealt with
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its dollar deficit. But it implies that all other countries in the world
must be able to earn enough dollars for this purpose. Given such
conditions, the participating countries and Western Germany would
be close to a balance by the end of 1951 and such deficit which con-
tinued to exist would be of dimensions which would be manageable
without special aid.

157. The facts revealed by the Committee’s analysis, however, show
that the problem of Europe’s deficit with the American Continent
is one which cannot be solved in less than four years, and which cannot
. ultimately be solved until the basic maladjustment which- causes it
has been righted. This maladjustment, of which the dollar shortage
is the symptom, is a potential danger to the stability of the post-war

world. It is not only a problem of Furope and the American Con-
tinent; it'is a problem of ‘the balance of-the whole world economy.

158. The European recovery programme can go part of the way
to provide a solution. The expansion of production in the partici-
pating countries and in Western Germany. on the scale envisaged in
Chapter ITI will make possible a reduction in imports from the Ameri-
can Continent of goods which these countries can produce efliciently
and have normally produced in the past. - The development of produc-
tion in dependent territories will have the same effect. The moderni-
sation of European industry will increase these countries’ ability
to produce goods on an efficient and competitive basis and thus be
able to achieve a rapid expansion of exports to the American
Continent.”

159: But the action which the participating countries can take is
limited. The power to correct the maladjustment is not theirs alone.
The maladjustment can never be corrected on a basis of expanding
trade unless market conditions in the American Continent permit
Europe to sell goods there in steadily increasing quantities and permit
other countries to earn dollars there and use them to purchase from
Europe. The participating countries will undoubtedly be able to
stand on their own feet if all currencies in: the rest of the world are
convertible, and.if the trade pattern is such that they can remain con-
vertible. The solution of the world problem is decisive for the par-
ticipating countries’ future. In the initial period of the European
recovery programme, the contribution to this world problem which
Europe can make by its own exertions is of prime importance. But
as the four-year period-develops, the world considerations rather than
those of European. pl oduction itself will be decisive.



CHAPTER VIII .

CONCLUSIONS

160. In this report the participating countries have set out their .
line of approach te the problem that confronts them. The discussions
in Paris have resulted in the formulation in common of a European
recovery programme. The task is so great that it cannot be brought
to completion in less than four years. It will go forward in a series
of stages the achievement of each of which will bring Europe nearer
the goal . :

"161. The partlclpatlng countries are determlned to overcome their
difficulties gs far as they can by their own exertions, and the realisa-
tion of the four-year programme will restore the pre-war level of
agricultural production i the participating countries as a whole and
will exceed it in coal, steel and manufacturing industry generally.
The scale of this effort will not ‘only solve the immediate production
problem but will also provide the basis for a further raising of
European production in the following years to levels never before
contemplated in Europe. This is the foundation for a sound and
workable European economy which can once again play its full part
within the wider framework of world trade.

162. The creation of internal financial stability in certam coun-
tries is a necessary condition for the accomplishment of their produc-
tion programmes and for their full co-operation with other partici-.
pating countries. In certain cases undertakings have been: given. by
the governments concerned of their resolve to carry out as part of
the European recovery programme, a programme of stabilisation -
whose success will, to a large extent,- depend on supplementary
external resources. ‘

163. The expansion of productlon will - involve’ contlnuously in-
- creasing measures of mutual help between the participating coun-
tries, which will increase their ability to cover their own requirements.
The maximum use will be made of the participating countries’ own
raw material resources and productive capacity. This process will be
stimulated by the measures which will be taken to secure progressive
relaxation of import restrictions and to improve the payments ar-

58
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N
rangements:between the participating countries. - Tariff barriers are
less important at present, but many of the participating countries are
~ now engaged upon negotiations for multilateral tariff reductions and
_ arrangements have been made for examining the possibility of creat-
ing Customs Unions between some or all of the participating coun-
tries:: In-addition to this general co-operation, there are a number
of specific pieces of mutual help which have been organlsed at Paris,
particularly in the common planning of the use of natural resources.

164. Arrangements have been made for continuing this work of
mutual help and consultation begun in-Paris, both through the
United Nations machinery and in other ways. A joint organisation
charged with the task of reviewing progress made in the execution
of the programme is also contemplated.

165. Even after taking full account of the supplies which they can
produce for themselves and which they can hope to obtain from the
rest of the world, the participating countries will require large quan-

_tities of food, fuel raw materials and some capital equlpment from
the American Contlnent

166. Adequate aid in 1948 is ‘of decisive importance, for the pro-
gramme cannot get fully under way without these supphes The com-

* bined deficit with the American Continent in 1948 is $8,000 millions.
" This is not stated in the report as a request for special aid to that
extent, for some of the deficit may be covered by loans from the Inter-
natlona.l Bank, private investment, or other means. The figure of
© $8,000 million is attributable more to lack of supphes available from

Eastern Europe, South-East Asia and other-non-European sources

than to an increase in the. total 1mport requlrements of the partici-
. pating countries.
167. A continuing flow of goods and serv1ces Wlll be required from
« the American Continent in the further period 1949-51, but the dollar
deficit will steadily diminish. The total dollar deﬁ01t over the four-
‘year period 1948-51 is estimated at $22,400 million, a part of which
can be met from the International Bank and sources other than special
assistance. These ‘éstimates 1mply no extravagfmt importing; food
_ consumptlon at the end of the’ period will be less than the pre-war level
~per head and'the estimates are framed on the basis that in many
countries restrictions on consumptlon of ‘food, clothing and gasoline
(for non-essential purposes) will continue to be ‘necessary. ‘
-168. In the past year; 1951, the estimates’ show a deficit with the
American Continent of $3, 500 million.  Given favourable world con-
ditions which will enable the partlclpatmg ‘countries to.earn dollars
by thelr sales to non-Amerlcan countrles, thls ﬁgure would 1mp1y that
762024°—47——5 : -
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the participating countries would be near balance by the end of 1951,
Certainly the deficit after the end of 1951, on these assumptmns should
be of dimensions which will be manageable without special aid. -
169. The Committee’s analysis of the payments problem between'
‘the part1c1pat1ng countries and the American Continent shows that
the task of achieving and maintaining a balance is a formidable one, -
which the participating countries cannot solve by thelr own eﬁ'orts
" alone. They can and will make their full contrlbutmn to its accom-
plishment. By modernising and increasing their productlon, by ‘sta-
bilising their internal economy, and by helping each other, they can
reduce, over a period of time, the amount of supplies which they neeci
to buy from the American Contment and at the same time they can
produce more goods for export. But no balarnce can be reached at a
high level of trade unless the ma.rket condltlons allow these goods to

" be sold.:

170. The problem which the Committee of Co-operation has been
working to solve in Paris is the aftermath of the war. The Com-
mittee now submits its proposal for the necessary restorative action
on the European side by production, stabilisation and co-operation
between the participating countries, as well as by measures to stimulate
the free flow of goods and services. These proposals are reinforced
by definite and specific undertakings by each of the countries con-
cerned. But these undertakings can be successfully carried out only
with the assurance of a continued flow of goods from the American

- Continent ; if that flow should cease the results would be calamitous.
- Europe’s dollar resourges are running low. One country after another
~ is already being forced by lack of dollars to cut down vital imports of
food and raw materials from the American continent. If nothing is.
done a catastrophe will develop as stocks become exhausted. If too
little is done, and if it is done too late, it will be impossible to provide
the momentum needed to get the programme under way. Life in
Europe will become increasingly unstable and uncertain; industries -
will grind to a gradual halt for lack of materials and fuel, and the
food supply of Europe will diminish and begin to disappear.

171. In these circumstances the participating nations have wel-
comed the opportunity to prepare and present to the United States
a statement of their plans and requirements. Through meetings be- -
tween representatives of the United States and of the participating
nations, the details of that statement can be filled in and the means of
recovery more precisely defined. :

172. In the last analysis the external means of recovery can in
Jargest measure only come from the United States, which has by its
ass1stance in the last two years already rescued Europe fromcollapse
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and chaos. Unfortunately the size of the problem has proved greater
: than was expected; the disruption caused by the war was more far-
' reachmg and the obstacles to recovery more formidable than was
realised even six months ago. This report contains, it is believed,
a realistic apprecmtlon of the situation. In it the participating
'countmes have set out the facts as they see them and on the basis of
,,those facts ‘have formulated a recovery programme. Their pro-
~ gramme is based upon the fullest use of their existing productive
. capacity. In dra,wmg it up they have sought to reduce their needs
from the Amerlcan continent to the minimum consistent with its
achievement. The American people, through their Government and
their Congress, will consider this programme to determine whether
the means can be foeund of supplying those needs. On their decision
will depend whether Europe can achieve economic stability and
~ thereby be enabled to make her full contribution to the welfare of the
world.



APPENDIX A

DOCUMENTS RELATING TO THE
ORIGINS AND ORGANISATION OF
THE COMMITTEE OF CO-OPERATION

I. OricIns

The main extract of the speech made by Mr. Marshall at Harvard
on 5th, June has been reproduced in paragraph 16 of Chapter I of the
Report. ’

II. ORGANISATION

The plan of organisation for the Committee of Co-operation which
was adopted by the European Economic Co-operation Conference of |
sixteen nations at its second meeting on 13th. July, 1947 is set out below.
For the sake of completeness, the names of the countries composing the
various Technical Committees have been inserted, although a decision
on this was in fact taken subsequently. The names of the delegates on
the Committee of Co-operation itself, and the countries represented
on other Committees constituted afterwards, have also been added.
The following is the text of the document :—

Plan of Organisation

“The Conference of FEuropean Economic Co-operation empha-
sizes the great importance of the problem of speeding up the eco-
nomic reconstruction and development of European countries
suffering from the effects of the war. The Conference considers
that this task would be facilitated by some form of economic
assistance from she United States, similar to that proposed by Mr.
Marshall in his speech on 5th. June, 1947.

The Conference considers that Europe should first help itself
by developing its production of essentials. The support of the
United States would'be, of decisive importance in enabling Europe
to undertake this development and in supplying resources which
will be lacking until the development of European production has
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been achieved. This would be the best way of assuring the eco-
nomic recovery of the European countries and of safeguardmg
their independence. :

In order to obtain as soon as p0351b1e the 1nformat10n required
for drawing up a programme of availabilities and. requirements,
a special temporary organisation shall be set up. All European
states wishing to take part will collaborate in the work of this or-
ganisation, with the temporary exception of Spain.. The organi-
sation will not intervene in the internal affairs of those states.
No action will be taken by the organisation which could be re-
garded as implying a violation of their sovereignty. There shall
be no restriction of desirable development of European trade.

Under these conditions the Conference considers it appropriate
to take the following action:—

1. The establishment of a Committee of Co- operatlon with the
task of preparing a Report showing the availabilities and require-
ments of Europe having in view a period of four years. This Re-
port shall be presented to the Government of the United States
before the 1st. September, 1947. '

2. This Report, prepared on the basis of information freely
supplied by the various countries wishing to associate themselves
with the action undertaken, shall define :—

(@) The extent to which production in certain essential indus-

-tries could be developed as a result of the efforts of each European

country individually, on the one hand, and of inter-European
exchanges of available resources, on the other.

() The requirements, both in quantity and value, which could
be met by ‘outside economic help. These requirements shall in-
clude capital goods for an expansion of production and essential
consumer goods (agricultural produce, coal, etc.) to maintain the
economic life of Europe during the period in which the production
of the individual countries is inadequate.

8. The Committee of Co-operation shall consist of representa-
tives of each of the member states of the Conference and of alt
other European states which declare themselves willing to par-
ticipate in the work undertaken.

4. Information regarding the availabilities and requirements
of Germany will be requested from the Commanders-in-Chief,
members of the Control Council. Any recommendation relating
to the development of German production must conform with the
decisions of the Council of Foreign Ministers and of the Control
Authorities.


John M
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5. The Committee-of Co-operation will seek, as suggested by
the Secretary of State of the United States, the frlendly aid of
the United States in the draftlng of the Report

~ 6. The Executive Committee composed of France, Italy, the
- Netherlands, Norway and the United Kingdom Wlll assist the
Committee of Co-operation in its daily task.

“7. Four Technlc‘ll Committees shall be set up to facilitate the

’ - task of the Committee of Co-operation :—

(¢) Food and Agriculture
(¢¢) Fuel and Power

(44

) Iron and Steel
(¢v) Transport.

- Consideration of Balance of Payments problems shall be under-
taken by the Committee of Co-operation.
The Technical Commlttees shall be composed as follows:—

Food and Agriculture

Denmark
France
Greece

 Iceland
Ireland
Italy
Netherlands
United Kingdom

Iron and Steel ~  Transport
France “(a) Internal
Italy Belgium
Luxemburg France
Norway : Portugal
Turkey Switzerland
United Kingdom Turkey

United Kingdom

Fuel and Power

Austria
Belgium
Denmark
France

Greece !
Italy
Luxemburg
Nethertands
Sweden &
Switzerland
United ngdom

Transport

(b). Maritime
Belgium
France
Greece

Italy
Netherlands
Norway
Portugal
Switzerland
Turkey
United Kingdom

The Committee of Co-operation and the Technical Committees
may set up sub-committees for the study of special questions.
8. In the accomplishment of its task this organisation shall
maintain close liaison with the United Nations, the specialised
agencies and with existing inter-governmental economic organi-



66

COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

sations, in order to avoid duplication and make the best possible
use of the studies undertaken by these organisations.

9. If found to be necessary in the course of its work, the Com-
mittee of Co-operation shall have authority to modlfy the present
organisation as may be required.

’ Rules

i Chairman and Rapporteurs

The Committee of Co-operation and its Executive Committee
shall be under the chairmanship of the Chairman of the Con-
ference or his Deputy. The Committee of Co-operation shall
appoint a Rapporteur General and thé Rapporteurs of the Tech-
nical Committees. The Technical Committees and Sub-Commit-
tees shall appoint their own Chairmen.

ii Official Working Languages
English and French shall be the official and workmg languages
of the Conference.

iii Rapporteur General

The Rapporteur General shall co-ordinate the reports of the
Technical Committees and collate the information required for the
drafting of the final Report, which he shall submit to the Com-
mittee of Co-operatlon He shall receive his directives from the
Committee of Co-operation, keep it informed of the progress of
work and request from the Committee any necessary new direc-
tives.

The Rapporteur General shall have a staff consisting of experts
drawn from the various countries. _

iv. Secretariat General o _

The Secretary General shall be appointed by the Conference.
The Secretary General shall set up an international secretariat,
composed of representatives of the various countries,

v Voting

The Chairmen and Rapporteurs shall be elected by a simple
majority vote. The final Report shall be signed by the Delega-
tions which approve its terms.

Delegations with minority opinions have the right to demand
their inclusion in the Report.
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vi Minutes of the Meetings

* The meetings of the Conference, of the Committee of Co-opera-
_tion, of the Technical Committees and Sub-Committees shakl be
recorded in summary minutes drafted by the Secretary General.
Statements made with the request that they be recorded in the
minutes shall be incorporated in the minutes or annexed thereto.

vii Publicity for Meetings
The meetings of the Conference are public. Communications
recording the meetings of the Committee of Co-operation and the

Technical Committees shall be made to the Press from time to time
by the Secretarlat General.”

“III. ComposIiTiION OF COMMITTEE OF CO-OPERATION

Chairman: Sir Oliver Franks (United Kingdom)

Austria M. Alois Vollgruber
Belgium His Excellency le Baron Guillaume
Denmark M. J. A. V. Vestbirk
France M. Hervé Alphand
Greece ’ M. A. Verdelis
Iceland : ~ M. D. Olafsson
Ireland Mr. F. H. Boland R
Italy M. Pietro Campilli .
Luxemburg M. Antoine Funck
Netherlands o M. H. M. Hirschfeld
Norway ' ‘M. O. Colbjoernsen
Portugal : M. R. T. Guerra
Sweden M. D. Hammarskjold
Switzerland M. Carl J. Burckhardt
Turkey ‘ His Excellency M. Numan Menemencioglu
United Kingdom Sir Oliver Franks
Rapporteur General: M. Alphand (France)
. Assistant Rapporteurs
General: Signor Tremelloni (Italy)
. M. Hammarskjold (Sweden)
Secretary General: M. Bouchinet-Serreulles

Ceniral Group of the Rapporteur General
France
Italy
Netherlands
Sweden
United Kingdoem
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[V. TecanicaL COMMITTEES SET UP BY THE COMMITTEE
OF CO-OPERATION -

Timber Committee

Manpower Committee

Austria Belgium

France .» France

Greece Italy

Italy Switzerland | o
Netherlands ‘United Kingdom . ' -
Sweden

United Kingdom

Pinancial Experts Committee

United Kingdom

Balance of Payments ’Comfkm'ttee

Belgium :
Denmark

France

Italy )
Lusemburg
Netherlands
United Kingdom

Working Party on Trade and Customs

Austria Unions’
Belgium Austria
Denmark Belgium
France France
Greece Greece
Iceland Ireland

- Ireland Italy ,
Italy Luxemburg
Luxemburg’ Netherlands
Netherlands Norway
Norway  Portugal
Portugal Switzerland. = - .
Sweden United Kingdom
Switzerland h

" Turkey v



| APPENDIX B
PROBLEMS RELATING TO GERMANY

Note AcGREED BY THOSE PARTICIPATING COUNTRIES
 'Waiear WERE AT WAR WITH GERMANY

1. For the purpose of drawing up a European balance sheet of
resources and requirements, it is indispensable to take account of Ger-
many, since that economy has been, in the past, and by the nature of
things will remain, closely tied up with the economic system of other
European countries: The incorporation of the Western Zones of
Germany into the plans elaborated by the Conference, while essential
for practical economic reasons, inevitably created considerable diffi-
culty, because a number of fundamental policy decisions with regard-
to the German economy, which lie beyond the scope and competence
of this Conference, have net yet been taken; and because future eco-
nomic policy in Germany, being in charge of the Quadripartite
Control Council, is not within the power of any of the participating -
countries. The Western Zones are also in a special position because
of the obligation resting upon Germany to furnish reparations and
to assist the recovery of the countries victimised by -her during the
war, Considerations of security demand also that both the rate and
the nature of her economic recovery should be carefully controlled.

2. The German economy must not be allowed to develop to the
detriment of other European countries, as it has done in the past. But,
" if European co-operation is to be effective, the German economy must
be fitted into the European economy so that it may contribute to a
general improvement in the standard of living. In particular, the
output of the Ruhr coalfield, which is essential to the European
economy as a whole, must not again be used by Germany in such a way
as to constitute a threat to European security, but must contribute
to the rehabilitation and economic stability of the whole of Europe,
including Germany herself. An increased production and export of
Ruhr coal is in fact essential for European recovery, and both coal
and coke should be fairly distributed between those countries, in-
cluding Germany, which depend on the Ruhr for their supplies. The

69



70 .COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

machinery, raw materials, food and other supplies which are required
to increase Ruhr coal production deserve high priority in any pro-
gramme of imports either into Germany, or into. Europe as a whole.

8. Other Western European countries ¢cannot be prosperous as long
as the economy of the Western Zone is paralysed, and a substantial
increase of output there will be required if Europe is to become inde-
pendent of outside support. In planning this increased output, ac-
count should be taken of the essential goods which Europe needs from
Western Germany for her reconstruction. For this purpose, Western
Germany, like the participating countries, will require help, particu-
larly as the requirements of security will make necessary important
changes in the structure of her economy.' It must also be realised that
these changes will involve complementary changes elsewhere. An
excessive concentration of the production and export from Western
Germany of consumer goods traditionally supplied from other coun-
tries might create in those countries almost insoluble problems of ad-
justment, and this factor must be borne in mind when working out
the rehabilitation of Germany along peaceful lines consistent with
_ considerations of security.

4. Like some of the participating countries, the Bi-Zone of Germany
faces an extremely difficult balance of payments problem, and the
deficit in the balance of payments is at present being borne by the
United Kingdom and the United States. - The population of the Bi-
Zone in 1951 will be from 8 to 10 millions larger than pre-war, and
although no imports will be needed as in pre-war for rearmament
purposes, this area will have to increase its international trade above
its pre-war volume, even if it is to meet only its minimum food and
raw material requirements. It will only be able to achieve a balance
of payments by the end of 1951 on the basis of an export programme
greater than pre-war, and of an import programme which, although
also greater than pre-war, will have to be on the basis of austerity.
The repercussions which this may have during the intervening period
on the economy of those countries for whose produce she has in the past
been an important, and geographically a natural, market should be
taken into consideration when working out the programme of Western
German imports, and every effort should be made to make use of the
normal peacetime methods and channels of trade. It is essential that
‘the participating countries and Western Germany should both be able
to pay their way after 1951: if either achieves viability only at the
expense of the other, the European economy will still be unsound.
Any arrangements relating either to the structure of Western Ger-
man industry and agriculture, or to Western Germany’s export, import

~
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and transport policy, should, therefore, be fitted into the framework
of European co-operation, with particular regard to their impact upon
Germany’s neighbours who will be specially affected by those arrange-
ments and upon other countries in a similar position. ‘

5. From a longer term point of view, the future of the German
tariff snd of German commercial policy is a matter of great concern.
‘It is understood that the German tariff is inoperative and due for re-
vision. - It is essential that the new German tariff should be so con-
structed as to preclude the possibility of the development of German
war potential, and to encourage the growth of international trade in
contrast with the autarchic aims pursued by Germany before the war.
The level of the German tariff should be reasonable in relation to those
of the countries with whom Germany will be trading, and as soon as
she is in a position to do so Germany should be required to adhere to
the International Trade Organisation Charter and to conform to the
principles of other international*economic organisations.



APPENDIX C
SUMMARIES OF TECHN ICAL
COMMITTEE REPORTS

The Reports of the Technical Committees are published 'éeparatelj
To facilitate study of the General Report, summaries are attached of
the Reports prepar ed by the followmg Technical Commlttees —

I. Food and Agriculture -
I1. Coal .
III. Electricity
" 1V. Petroleum Products
V. Iron and Steel
VI. Timber
VII. Inland Transport
VIII. Maritime Transport
IX. Labour

SECTION I—F00D AND AGRICULTURE

A. Programme for Production of Food

1. The first essential is to restore Europe’s agricultural output As
an immediate target for the end of the four year period, the par-
t101pat1ng countries and Western Germa.ny have set themselves the
-aim of reaching at least the pre-war level of production. They plan,
for example, increases of the order shown in Table 1.

Table 1—F ood Programme: Indices of Production

Parthpatmg Countries (Excluding Dependent Oversea Territories)
and Western Germany

(1934-38 taken as 100)

194748 1950-51
Bread Grains (Wheat and Rye) . _ .o __.__ 63 100
All Cereals_.___________ R 76 102
MilK o e 79 . 101
SUgAT oo 100- 115
Meat__..... e e 67 90
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Only in meat, where the production cycle is much longer, the target
for 1950-51 will still leave production significantly below pre-war.
Nevertheless, there is a substantial increase over the present levels.

There are substantial variations between the various countries, and
it must not be assumed that the restoration of the pre-war level is
more than a general measure of the production effort. Each country
is aiming at the most-efficient and economic production pattern in the
circumstances now obtaining. .

2. Table 2 summarises this production programme for the basic
foods in the participating countries and Western Germany.

Table &—Production of Basic Foods

Participating Countries (Excluding Dependent Oversea Term'tom'es)

and Western Germany
(Millions of metric tons)

1934-38 1946-47 1947-48 1950-51

Bread grains (wheat and rye) . __.______ 34.0 28.3 21. 4 34.0
Fats and Qils » (oil equivalent) ._._______ 2,8 2.0 2.2 2.9
Sugar. . 3.4 3.3 3.4 3.9
Meatsa - oo ool L 9.0 59 6.0 8.1
Milk__ . 72. 5 55. 7 57.0 73. 4

= Includes butter.

Thus production of the main crops in 1950-51 will be up to or in
excess of the pre-war level. Livestock herds will be rebuilt and ex-
panded and by 1950-51 cattle and poultry population in the participat-
ing countries and in Western Germany taken together will be greater
than pre-war by 7% and 13% respectively, though pig numbers will
still be 10% less. In Western Germany cattle will be about 13% and
pigs and poultry 80% or 40% below pre-war figures.

8. The participating countries also contemplate a possible increase
in the fish catch from 8.7 million tons in. 1934-38 and 3.5 million tons
in 194647 up to a figure of 4.7 million tons in 1950-51.

4. There are also major development schemes in certain dependent
overseas territories, particularly designed to increase the supplies of
vegetable fats and oils. For example, the scheme in British East
Africa should result in an output of decorticated groundnuts esti-
mated at 80,000 tons in 1949, 255,000 in 1950 and nearly 400,000 in
1951. ‘The new plantation schemes in French Equatorial and West-
Africa have as their target an output in 1951 of 100,000 tons of de-
corticated groundnuts.



74 " COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

B. The Means of Production
Tractors, Machmery, Fertilisers, F eedmg Stuﬁ's

5. The production programme requires substantial quantities Qf
tractors, other agricultural machinery, fertilisers and feeding-stuffs.
The supply of all these means of production was greatly diminished
during the war and the immediate post-war years, and there is a large

replacement demand to be met.

Agricultural m‘lchmery and tractors have not been kept in adequate
repair. The soil in many countries has been starved of fertilisers,
and fertility must be restored by substantial applications. To re-
store livestock production, which is a necessary feature of intensive
European agriculture, increased quantities of feeding-stuffs will be
needed to enable livestock populatlons to approach their pre-war level
and give the best yields.

In addition to making up a backlog, the general production effort
is of such magnitude that the targets cannot be reached without in-
creased mechanization and improved yields, involving greatly in-
creased supplies of fertilisers and agricultural machinery. "

The greater part of these demands can be met by increased domestie
production in Europe; the main exceptlons are set out in the followmg ’
paragraphs

Tractors.

6., The domestic output of tractors has already greatly increased
since 1939 and a further rapid expansion is expected. Production is
mainly concentrated in the United Kingdom and con51sts mostly of
medium and llght tractors. . The estlmated requlrement and produc-
tion ﬁgures are :—

Table 3—Agricultural Tractors: Requirements and Production

Participating Countries (Including Dependent Oversea Territories)

and Western Germany
(Thousands)

194748 | 194849 | 1949-50 | 1950-51 | Total

Requirements_ .. ______________ [ 205 | 224 | 205 | 204 | 838"
Exports to nonparticipating counfries__.___ 7 94 | 159 186 446
Production_ ____ . _______________________ 182 305 352 380 1219
Net import requirements of heavy tractors. . 16 13 12 10 51

Net import requirements of light and
medium traetors_ - _ . ____._ ) 725 IS [ A 14
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There is a deficit in heavy tractors amounting to 50,000 over the
four-year period, and a small deficit in light and medium tractors in
the first year. -

" Machin ery

" 7. The production of other agricultural machinery in the partici-
pating countries and Western Germany is expected to rise from
922,000 tons in 1947-48 to nearly 114 million tons in 1950-51. Total
production over the four years amounts to 4.9 million tons, of which
France accounts for 2.1 million, the United Kingdom 1.2 million,
Western Germany 0.8 million, Italy 0.2 million.

Fertilisers

8. A great increase is planned in the output of fertilisers. Nitrogen
production, which was 960,000 tons in 194647, is to be increased to
over 2 million tons in 1950-51. Production of manufactured phos-
phatic fertilisers (in terms of P,0;) is to be raised from 1.4 million
tons in 194647 to 2.6 million tons in 1950-51. The production of
potash (in terms of K,0) which was 847,000 tons in 1916-47 is to be
raised to 1.6 million tons in 1950-51.

There remains nevertheless a big gap between supplies and total
1equ1rements of nitrogen and potash because the requirements are
increasing rapidly. Thls gap can only be filled by 1m1)01ts from
outside the area. It is not thought that as far as potash is concerned
there will be any serious supply difficulty. .
~ In the case of nitrogen, at any rate in the first three years of the
period under review, there remains an import requirement which can
only be met by supplies from the American continent. In 194748 this
requirement is of the order of 20% of the total requirement, but it
diminishes to a small figure by 1949-50, as illustrated by Table 4.

Table j—Fertilisers: Import Requirements

Participating Countries (Including Dependent Oversea Territories)

and Western Germany
(Thousands of metric tons)

1
;3%4320 194647 || 104748 | 194849 | 1949-50 | 1950-51
Nitrogen, in termsof N.___________ —(®) 110 290 229 81| —(°
"Phosphatesin terms of P.sOs.(d)____| 73| 112 270 | 221 | 237 188
Potagh, in terms of K.,O.___________ 202 | 230 495 | 607 | 626 658

s Excluding the surplus from Dependent Oversea Territories.

b Surplus of 12,000 tons.

¢ 8urplus of 107,000 tons.

d Phosphate requirements can be met by phosphate rock from Freneh North Africa.

762024°—AT7 6
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Feeding-Stuffs

9. Production of coarse grains is to be increased from 27.3 million
tons in 194647 to 31.8 million tons in 1950-51 as compared with '
30.5 million before the war. Oilseed production ‘is also to be in-
-creased ; this increase needs to be supplemented by additional imports
“of oilseed and, if so supplemented, will result in a big rise in' the out-
put of oilcakes for animal feed in the participating countries;

There remains a deficit in feeding-stuffs, which can.only be met
by imports from outside. The figures are given in Table 5.

Table 6—Import Requirements of Feedz'ng-stu‘/fs .

- Participating Countries (Including Dependent Oversea Temtomes)

and Western Germany
. (Millions of metrie tons)

,}i’fe’;‘gge 194647 | 104748 | 194849 | 1049-50 | 1050-51
Coarse grains > .. _________ 1.4 47| 86| 99[111] 11.7
Oil eakes®° _______ . __. 5.0 1.9 3.5 4.4 4.9 5,4

» After taking into account the surpluses from dependent oversea territories. i

b While total imports of all grain remain roughly constant during the four-year:period, the bread gtaln=
component falls as domestic production of wheat and rye increases. But, given the aim of increasing live-
stock population, the coarse grain requirement must rise progressively over the four-year period. .

¢ These figures include the oilcake content of imported oilseed. The progresslve rise is due to the rise
in the livestock population.

Although substantially larger quantities are programmed for the
four years under review than the quantities imported in 194647, the
import level by 1950-51 will be only slightly higher than the pre-war
average.

Available Supplies -

10. It is not possible to estimate accurately how far supplies will be
available on the world market for export to the participating coun-
tries and Western Germany. The answer depends to a large extent
upon the effort which the supplylng countries are willing (as well as
able) to make to help Europe in these circumstances.

Tractor imports should present no difficulty over the period, though
the main emphasis rests on the 1948 figures which are important for .
the whole four-year programme. There is, however, a margin of
doubt regarding other agricultural machinery and nitrogen. The first
year is vital and the productive capacity exists in the supplying
cquntries. The biggest problem is the deficiency of oilcakes, amount-
ing to ahout 114 million tons in each of the four years.
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C. Food—Import Requirements

~ (Consumption Per Head)

11 The level of food consumption in 1950-51 for the participating
countries and Western Germany, as it emerges from the programmes
submitted by them, represents a considerable increase over the present
level. The supplies available per head of population in 1950-51 will
be less than pre-war.in the case of :all the basic food-stuffs, (with the
exception of potatoes) as is illustrated in Table 6. -

Table 6‘—'Maz'n,Foods Consumption per Head and Total Needs

Participating Countries (Exclusive of Dependent Oversea Territories)
and W estern Germany

1934/38 1946/47 1947/48 1950/61

Con- Con- Con- Con-
Total | sump- | Total | sump- | Total | sump- | Total | sump-
needs | tlon per | needs |tion per| needs |tion per| needs | tlon per
(Mil- head (mil- head (mil- head (mil- .| head
liont) | (kgper | lont) | (kg per| lont) | (kg per | liont) | (kg per
an.) . an.). an.) an.)

Bread._ ____________ 47.9 (192 42.2 |158 43.2 (159 49.7 | 179
Fats (oil'-equivalent)._| ~ 6.0 | 24. 1 3.6 13.3| 4.6 17.0| 6.3 | 22.6
Sugar____ . _____. 6.8|27.4| 55(20.8| 5420 7.1 252
Meat - oo 10.7 | 42.9 7.5|27.7 81| 30 10. 5 37.6
Potatoes. - o o= 58. 8 [236 50. 7 (190 61. 6 (228 68.2 | 243

There are two points to bear in mind: firstly, that there will be
a substantial increase in population by 1951; secondly, that in the
meantime a big and sustained effort will be required in order to carry
the four-year production programme through to successful comple-
tion, in spite of all obstacles or setbacks,

Western Germany

12, The position in Western Germany calls for special comment
in view of her importance as a producer of coal. The present low level
of consumption cannot during the four-year period be raised to the
pre-war level, but it will have to be raised above present levels to en-
able the population to play its part in the production programme.

Domestic production at present provides less than 40% of food
requirements, and is calculated to cover 55% in 1950-51. Western
Germany, which before the surrender in 1945 was largely fed from
Eastern Germany, will continue to be a big importer of foodstuffs.
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One of the dominating factors in the whole European food problem
is the growth of the population in Western:Germany due to-the large
numbers of people displaced. The increase of population in 1951 over
the 1934-38 level is estimated at 21%, as compared with 11% for the
participating countries and Western Germany as a whole.

Imports of Basic Foods

. 18. Even the attainment of this modest level of consumptlon, be-
cause of the rise in populsation, involves in nearly all cases larger total
supplies being available than before the war. It is cléar that, great
as is the production effort planned in the field of agriculture by the
participating countries and Western Germany, a substantial import
need for foodstuffs remains, quite apart from the import need for
means of production. These food import requirements from non-
participating countries are summarised in Table 7 for the main

commodities.

Table 7—[ mport Requirements of Basic Foods®

Participating Oountmes (Including Dependent Oversea Termtomes)
and Western Germany

. (Miilions of metri_c tons)

1934/38

Average 1946/477 1047/48 | 1948/49 | 1049/50 | 1950/61

Bread Grains_ __.________________ 13.9 [ 15.3 (| 23.8 | 19.6 { 187 | 17.9
Fats (Oil equlvalent) ______________ 2.7 1.1 1.7 1.9 2.2 2.3
Sugar. ... 2.7 1.7 1.7 22| 2.3 2.3
Meat (and Bacon) .. . _______ 1.7 1.6 2.1 23 2.4 2.5

s After taking into account the surpluses from dependent oversea territories,

Other Food Imports

14. As regards other foodstuffs such as cheese, processed milk and
eggs, the dependence on the American continent will be reduced at a
faster rate. These are the products which Europe has produced and
can produce in substantial quantities, provided that the necessary

means of production, particularly feeding-stuffs, are made available.
Tt is the plan of the participating countries, as a complement to their
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production effort to increase the interchange of these commodities
among themselves very substantially, and so to diminish their call
upon the resources of the outside world, particularly the American
continent.

Available Supplies of Food,

15. It is not possible to forecast accurately what supplies will be
available for import. The Food and Agriculture Committee believes,
however, that with the exception of the items mentioned below,
there is no reason to doubt that, physically, the total import require-
ments from outside the participating countries can be supplied.

A margin of doubt remains for meat, rice, and cereals. It isthought
that over the period as a whole there may be a gap between the sup-
plies of meat available and the import requirements; the gap would
greatly increase during the period and might 1each 500,000 tons in

1951.

- The total import requlrement of cere‘Lls, including blead grains
and cereal feeding stuffs, is roughly 30 million tons for each of the
four years. For the first year, for which available supplies can be
assessed with some degree of accuracy, a supply of 20 million tons
has been estimated. For fhe remaining four years an annual avail-
ability of 25 million tons has been assumed. It must be emphasised
that this figure could be exceeded if the overseas supplying countries
decided to make an exceptional effort to assist in the recovery of
European agriculture.

For balance of payments purposes (see in Appendix D), the lower
figures mentioned above have been used. The participating countries
believe, however, that, while there may be some doubt about the avail-
ability of the total needed supplies and consequently some possibility
that the feasibility of the agricultural production programmes might
be impaired, this doubt is not sufficiently strong to invalidate the gen-
erally realistic assumptions on which these production programmes
are based.-

D. Import Requirements and Sources

~16. The production programme outlined above involves import re-
quirements, both as regards foods for consumption and as regards the
means of production, of the magnitude indicated in Table 8.
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Table 8—Import Requirements and Sources.

Participation Countries (Including Dependent Oversea Temtomes)

and Western Germany.
(B1lhons of U. S. Dollam)'

1047/48 1948/19 1949/50" | 1950/51 |~Total’
Food and Feeding Stuffs_ . _______________ 6.7 (79 | 82185 |33
Fertilizer_ . .l _____. .14 1377 11| .08 .45
Tractors and Machinery_ . ....___________ .86 | .27 .27 .12 . 95
TOTAL e oo 702 78,3 85|87 | 327
Imports available from Dependent Oversea
Territories o owo o ocoo o 1.4 1.5 1.6 1.7 6.2
Imports to be obtained from Non-Partici-
pating Countries_ . . - o ccoaa___ 5.8 | 6.8 6.9 7.0 | 26:5
Sources of Supply
United States ool o ooooooo 221 |20 | 1L8[L7 | 7.6
Other Americas_ .- _____._...._ 1.9 123 23|23 | 88
The Rest of the World____________:______ 1.8 |25 2.813.0 |10.1
T O AL . e oo iemeo 58 |68 6.9 70 | 265

SECTION II—COAL

17, The Unlted Kingdom, Western Germany, France, Belgium and
the Netherlands are the only substantial producers of coal. The first
two of them were big exporters before the war, and their exports.
together with Polish exports were sufficient to cover European requlre-
ments and exports overseas. '

That situation was basically changed by the war. In the United
Kingdom trained miners were released to the armed forces in 1940 and
long term development projects had to be shelved. In France, Belgium
and the Netherlands war damage, lack of skilled labour, shortage of
food and other factors resulting from the German occupation have
seriously affected output. In Western Germany the war inflicted

enormous damage on the Ruhr area. Meanwhile present reconstruc-
tion programmes have already led to an 1mmed1ate increase in demands
for coal.
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A. Production and Requirements of Coal

118 It is therefore not surprising that the combined 1947 coal out-
put, as shown in Table 9, is unlikely to exceed 80% of the 1938 figure.
The production programme provides for an increase of 33% 1i. e. from
439 million tons in 1947 to 584 million tons in 1951, in order to raise
the 1951 output to a figure 6% over the 1938 figure: '

" Table 9—Coal and Lignite Production

Parthpatmg Countries, Their Dependent Oversea Temtomes,
and Western Germany

Net Pithead Production
(Millions of metric tons: ton for ton)
E 1938 1947 - 1948 1951

United Kingdom . . . . . . . . AP 231 199 214 249

Western Germany: .
Bi-Zone .. . . v 4 ¢« ¢ 4 0 0 0 e 0 s 206 133 149 193
Saar. . . .. .. e e e e e e e e 14 10 14 17
France. . . ¢ v v ¢« ¢« ¢ e v o o 4 o . 48 50 51 63
Belgium . . .-, . ¢ ¢ o 00 000 e 3 24 26 31
Other Countries.. . . . . . . . . . 23 23 24 31
--Total Production . . « + o« « . . 552 439 478 584

The more serious aspects of European coal problems should have dis-
appeared in four or five years. As indicated in paragraph 21 below,
the participating countries should by 1951 be in a position, with the
aid of imports from Poland, but without further substantial American
imports, to meet the higher coal requirements which will result from a
general expansion of activity.

In the United Kingdom the expansion planned by the National Coal
Board is based on an increase in trained manpower, intensive exploita-
~ tion by modern mechanised methods, and capital developments includ-
ing some 20 new pits, new washing plant and underground locomotive
haulage. Every effort is being made to resume exports to other par-
ticipating countries as soon as possible after April 1948, rising from an
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estimated six million tons in 1948 to 29 million tons in 1951. These
figures are exclusive of bunker shipments for world shipping. .

In the Bi-Zone the programme provides for an increase of hard coal
and lignite production of 60 million tons in 1951 as compared with
1947. But owing to devastation and general disturbance of the Ger-
man economy the hard coal production would still not have recovered
in 1951 to the peak level of 1938. Estimated exports for 1948 and 1949
are 17.5 million and 21 million tons respectively.! Saar production
has already shown an appreciable measure of recovery and by 1948
should have reverted to the pre-war level. Saar coal exports are ex-
pected to reach three million and four million tons in 1948 and 1949
respectively.

19. The consumption requlrements of the partlclputlng countries
and Western Germany are due to expand substantially, the 1951 figure
being some 65 million tons in excess of the 1938 figure, an increase of
around 12%. Such an increase is readily understandable when account
is taken of the following factors:—

(a) A general increase in the level of economic and industrial activ-
ity in all countries is bound to result from the effort, which they are all
making to achieve rehabilitation together with full employment in the
period. .

(b) The general level of domestic consumption will continue to be
forcibly depressed over the period, and in 1951 will still not exceed the
pre-war level. :

Full allowance has been made for:—

(i) economies in the use of coal for all major purposes, by the
promotion of full efficiency in industry and modernisation of
plant;

(ii) the increased use of wlternatlves—prlnmpally 1mported fuel
oil and expanded electric power reseurces e.g. from hydrauhc
stations.

20. Despite all these measures it is antlclpated that, when allowance
has been made for the relatively minor tonnages to be exported to non-
participating countries, there will still remain a gap—though a stead-
11y diminishing one—between productlon and requ1rements, as set out
in Table 10.

! Exports from the Western Zones of Germany for 1950 and 1951 have not.yet
been fixed since the tripartite agreement between the British_, Frepcl} and United’
States Governments of March, 1947, on the development of German exports, is
not applicable to the production figures indicated as targets for 1950 and 1951.
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Table 10—Solid Fuel

Produoction, Oonsumption and Import Requirements of Participat-
ing Countries and Dependent Oversea Territories and Western

Germany
; (Millions of metric tons)

1048 1049 1950 1951

Productlon (excludlng Dependent Oversea. Terri-
BOTIeS) i 477 | - 512 552 583
Requirements (including Bunkers, Exports to Non- | -
-Participating Countries and Deficits of Depend-
ent Oversea Territories) - - _ o coooe_ - . 535 | 562 | 594 620

Import Requxrements (subJect to reduction by
Polish exports) oo oo oo [ 58 50 42 37

Coal Imports

21. On the basis of figures supplied by the E. C. O. the probable
scale of Polish coal exports to the West in each of the next four years
may be 16,24, 27 and 80 million tons respectively. Adding one million
tons frpm other sources, the final deficit to be met by imports from the .
United States should be reduced from 41 million tons in 1948 to 25
million in 1949, 14 million in 1950 and six million in 1951, after which
it may be expected to disappear.

Imports of American coal, though temporarily vital, are uneconomic
for the partlclpatmg countries and their dlscontmuance w111 mark an
important stage in European stabilisation.

Imports from the United States to Europe reached an annual rate
of over 40 million tons by the middle of 1947. It thusdppears that the
continuance of United States coal exports to the participating coun-
tries on the diminishing scale indicated above is well within the bounds
of possibility. Some reservation must, however, be made with regard
to certain types and qualities, particularly coking coal, the implications
of which are discussed below in Section V, paragraph 47.

B. Means of Production (Coal Mining Equipment and
Supplies)

292. The main essentials for achieving the production programme are
mining supplies and equipment, an adequate labour force, better hous-
ing conditions and food supplies as an encouragement to workers in
the industry and prospective recruits.
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~ Total requirements of coal mining equipment of all categories includ-
ing underground machinery, locomotives, transport equipment, electric
generators and washing plant are valued at $3,563: millions for the
whole period spread almost evenly over the four years as follows:—

Table 11—Coal Mining Equipment Requirements of »Participating
Countries and Western Germany o
© T (Miltons ofU;Sf dollars.)

[ S '

: . Other

Western | United s
Germany | Kingdom France | Italy |Belgium (igilgsl‘ Total

. Coal Mining Equipment___| 1,414 | 1,042 | 656 50 142 259 | 3, 563

2

These requirements of coal mining equipment are related to the
production programmes of each country.. A large part of this equip-
ment, estimated at $3,078 million worth, can be produced directly by
those countries which require it. There remains an import require-
ment estimated at $607 million. This import requirement can be met
to the extent of some $387 million by other participating countrfes,
subject to certain conditions such as full utilisation of capa01ty in the
United Kingdom and Switzerland. ‘ o -

Thus there remains an import requlrement over the four years of
special material not manufactured in Europe, representmg 6% of
total needs and valued at $220 million.

It is important that this import requirement of equipment should
be met. Coal is vital to the whole range of productlon programmes

928. Timber. In this review of requirements of mlmng supplies,
no account has been taken of mlnlng timber, which is a serious prob-
lem but which is dealt with in Sectlon VI below under the headlng
“Timber”.

24. Labouwr. The manpower and labour situation is materlally
different from that of 1938, owing to lack of training of recent re-

“cruits and the presence of numerous prisoners of war whose depar-
ture is imminent. Participating countries and Western Germany are
endeavourlng to secure an adequate and stable labour force for the
mines by offering special inducements in pay and housing conditions.
Total needs of these countries in foreign labour have been ‘estimated
at 60,000 underground workers up, to the end of 1948. For Western -
Germany overall additional manpower needs are estimated at 180,000,
part of which will normally be covered by the return of prisoners of
war from other countries but there remains still a big labour problem
in view of the vital importance to Europe of raising coal output.
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Training schemes can be accelerated, and, if the intake of recruits to
the industry is increased, the problem can be solved. But the solu-
tion depends in the first place on an assurance of better food without
delay and the prospect of better housing conditions at an early date.

o C. Import Requirements and Sources

25. The following is a recapitulation of the probable import re-
quirements of coal mining equipment and supplies (other than tim-
ber) and’ of solid fuel from the United States and the rest of the
world, necessary to enable the European production programme to
be 1mplemented

Table 12—I mport' Requirements of Participating Countries (Includ-
ing Dependent Oversea Territories) and Western Germany
B (Milifons of U.8. dollars)

Source

1948 ‘ 1949 1950 1951 | Total | . | The

: ' U.saA. | Fest
World ¢

Coal® :

USBA.o.oi o, seeees 369 225 126 54 774 774 | ___.
.. The Rest, of the World...| 255 | 375 420 465 |1, 515 |-_____ 1, 515
Coal Mining Equipment®. .. 80 54 46 40 220 220 |-
TOTAL...vuuu. “esean- .| 704 654 592 559 2,509 |- 994 .| 1, 515

» The coal import values are based on'the present f.0.b. price of $9 per ton from the United States and
$15 per ton from the rest of the world, based on the present Polish f.0.b. export price.

b For import requirements of mining timber see Section VI Timber.

s The expression “The Rest of the World”’ means the rest of the world other than the participating coun-
‘ries, thelr dependent oversea territorics, Western Germany and the United States. )

All these calculations of import requirements naturally depend
on the fulfilment of the coal production programme. If the countries
of Europe fail in this respect, the results will be, first to imperil the
production programmes in other fields; secondly an increased demand
for coal from the United States; and thirdly an increase in the dol-
lar deficit. It should however be noted that the estimate given
above of demands on the United States for coal in 1951 represents
only 1% of the total consumption requirement of solid fuel by the
participating countries and Western Germany. ‘
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SECTION 11I——ELECTRICITY -

26. During the war the installation of new producing plant (power
stations) was practically stopped in favour of more urgent war needs,
while the installation of consuming plant (motors, furnaces, etc.)
continued in essential war industries. Thus in 1938-1947 energy
requirements increased by 37% and productive capacity by only
13%. Allowing for the fact that there existed in 1938 spare
capacity, which has now been fully brought into use, there exists
a present power deficit of some 17%. Since 3-7 years are needed to
install new power stations, this deficit can only be eliminated slowly.
It will, of course, retard the development of other industries.

" A. Production Progi‘amme

27. To meet the present electricity shortage a great development
programme has been undertaken. In all cases high priority has been
given to the manufacture of the necessary plant. Table 13 shows the
total generating capacity which is expected to be available each year
and also indicates the annual increase cerresponding to the develop-
mment programme.

Table 13—Eleotmczty Qenerating Capacity in Participating -

Countries and Western Germany
(Millions of Kilowatts)

1938 1048 1949 1950 1951

Generating Capacity. .- ——.____.__. .| 89.0 | 48
Increase over Previous Year_____ . __.__.__ 1.5

™ 00
<=~
U
w o
o o
© o

This projected rate of growth will thus be between three and four
times the 1938 rate of 1.5 million kilowatts; and the total growth in
1948-1951 will be about 22 million kilowatts.

98. A development of the output of hydro-electric power makes it
possible to économise in substantial quantities of coal. The pro-
gramme is therefore planned to make the greatest possible use of
hydro-electric power. Where possible, thermal plants to be erected
are being designed te use lignite or other low quality fuels. Finally,
in cases where ordinary coal has to be used, the thermal plant is'being
designed so as to reduce coal consumptlon to a minimum.

29, Total production of electrlc1ty in the participating countries
and Western Germany is calculated to reach the figures shown in
Table 14.
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Table 14—Output of Electricity in Participating Countries and
Western Germany
(Billions of Kilowatt-hours)

" 1938 1047 1048 1940 1950 1951

130 | 170 189 206 | - 222 237

Of the total increase in 1947-1951 of 67 billion kilowatt-hours, hydro-
electric power accounts for 30 billion kilowatt-hours representing the
equivalent of about 20 million tons of coal. '

30. Requirements are estimated to rise from 178 billion kilowatt-
hours in 1947 to 243 billion kilowatt-hours for 1951. Over three-
quarters of this energy will be used in industry and commerce. Econ-
omy measures are being actively pursued by rationing, staggering of
working hours, national economy campaigns and other methods. But
despite the big primary development programme, and despite all econ-
omies, there remains a continuing deficit of electricity which, (except
in so far as it can be covered by the supplementary generating plant
extension programme referred to below) will be of the order shown in
Table 15.

Table 15—Electric Power and Energy Percentage Deficits in
Participating Countries and Western Germany

1047 1048 1949 1950 1951

Maximum Power (kw)_ .o _______ 17% | 169% | 14% | 119, 89
Annual Energy (kwh) . __________ 5% 4% | 4% 3% 29

31. To meet the continuing deficit in the minimum time and in the
most economical manner (with particular regard to savings in hard
coal consumption), the participating countries and Western Germany
have together studied the further development of European hydro-
electric, brown coal and geo-thermic resources. As a result, a special
supplementary generating plant extension programme has been
worked out, which for convenience can be referred to as “the Inter-
national Programme”. This programme comprises 9 main installa-
tions, of which 5 would be located in Italy (4 hydro-electric and one
geo-thermic), one served by the Rhine on the Franco-German frontier,
one situated in Austria but served by water from Switzerland and
Italy, and two in Western Germany (brown coal).. The combined
installed capacity would be 2.3 million kilowatts and average annual
output 6.6 billion kilowatt-hours. Most of this capacity could be
completed within four years. -
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The installations have by unanimous agreement been selected on a
purely economic basis and without regard to national frontiers. Thus,
some of the stations will supply electricity mainly.to countries other
than those in which they are situated. The International Programme
therefore involves the cooperative development of national resources
by the participating countries and Western Germany. . It will, how-
ever, stand or fall by the extent to which substantial out81de asslstance
inithe form of materials and finished equipment is forthcommg

B. Means of Production (Equzpment)

32. The main national development programmes are estimated to -
cost $5,000 millions: Nearly the whole of this can be met from Euro-
pean resources. In the participating countries and Western Germany,
production capacity. for electricity supply .equipment is being in-
creased. It is expected that by 1949-50 the capacity will once more
become approximately equal to requirements, as was the case before
the war. Until that date certain manufactured plant will be needed
and there will be a continuing need for selected raw materials and items
of specialised equipment. The estimated value of the manufactured
plant and specialised equipment is $300 millions or 6% of. the total, :
development cost.

33. The International Programme is estlmated to cost $315 mllllons
The resources of the participating countries and Western Germany are
fully engaged on the main national programmes and can'probably only
cover this supplementary. international programme to the extent of
about $115 millions, . Raw materials and complete machinery equiva-
lent in value to.about $200 millions would thus be required to be
imported to enable the International Programme to be achieved.

-C. Import Requirements: Sources

34. The main national generating plant extension programmes and
the supplemental International Programme give rise to requirements
which exceed the domestic resources of the participating countries
and Western Germany. The value of equipment and material which
might be required from the United States is shown in Table 16.

T'able 16—Electric Generating Equipment: Import Requirements of
Participating Countries and Western Germany
(Millions of U.8. dollars)

1948 1949 1950 1951 Total

Main National Programmes. . __.__________ 125 100 50 25 300
Supplementary International Programme___ 25 75 75 25 200

TOtal - s ococcmmemmmomoosooo| 150 | 175 125 | 50 | 500
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SECTION IV— PETROLEUM PRODUCTS

85. Natural petroleum resources within the territories of the par-
ticipating countries are small and it is unlikely that indigenous produc-
‘tion can be quickly or substantially increased. But consumption of
petroleum products can be expected to rise at a rapid rate, correspond-
ing to the increase in general industrial activity, large-scale substitu-
tion of fuel oil for coal and the increasing mechanisation of agricul-
ture. In view of these factors and taking into account the diversion
of Rumanian oil, import requirements from overseas will rise rapidly.

A Production Programme

36. During the period 1948-1951 it is the intention of the partici-
pating countries to:—

(a) continue.efforts to increase production both at home and in

-dependent oversea territories;

(b) develop oil production in overseas concessions outside the de-
‘pendent territories; i

(¢) develop refining capacity at home with a view to economising
in dollar currency, providing raw materials for the increasingly im-
-portant chemicals from oil industries; and working up at the main
centres-of consumption the increasing oil output of the Middle East,
for which sufficient refining capacity is not at present available.

87. The oil production of the participating countries and Western
Germany (excluding dependent oversea territories) amounted to ap-
proximately 2.2 million tons in 1938 and is unhkely to exceed 2.5
million tons in 1951,

38. Table 17 indicates the needs of the participating countries
(excluding their dependent oversea territories) and Western Germany
over the four-year period and the sources (but not origins) of the sup-
plies from which they will be met.
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Table 17—Petrolewm Praduots—Reguirements

Participating Countries and W estern Germany

(MIHIODS of metrictons)

wis | 1 || 1w | 1m0 | w0’ | 9st

Indigenous Production____________ 22| 18| 25| 26| 2 5 2.5
Production from Imported Crudes__| 11.-5 | 10.2 | 13.2 | 16.2 | 21. 1 28 2
Available Supplies of Refined Prod- . . . 1

UCHS - e e 18.7-/ 120 | 15.7.| 18.8 | 23.6 | 30.7

Requirements of Refined Products..| 33.3 { 43.1 (| 53.0 | 59.1 | 64. 6 68. 7

Import Requirements of Reﬁned

Products_ .- - - ool 19.6 | 3.1 37.3 | 40.3 | 41.0 | 880
Import Requirements of Dependent -

Oversea Territories_ _.__._._____ 29| 44 66| 7.5| 81 8.1

& The crude oil imports from which the figures in this line are denved are 1938 13.0, 1947 11.3, 1948 14.1,
1919 18.1, 1950 23.9, 1951 31.4.

The total increase of requ1rements in 1951 as compared w1th 1947
is 25.6 million tons, an increase of 59 percent made up as regards
principal products as follows:— :

Motor gasoline 8.4 million tons . . 33 pér ‘cent
Kerosene o " ' 14 7 7
Gas/dlesel oil : 29 o 32 » »
Fuel oil : Co1.8 7 106 7 ”

89. It will be seen that the estimated increase in motor gasoline
needs is relatively moderate. The figures are based on the assumption
that many of the participating countries will continue to restrict
supplies of motor gasoline for non-essential purposes. The addi-
tional supplies are required mainly to meet the growing demands of
road transport services and agriculture. By far the greatest increase
will be in fuel oil required both for industrial and shipping purposes.
Any shortage of this product as compared with the estimates will
automatically either reduce economic activity or lead to increased
requirements of coal (one million tons of oil is equivalent on the aver-
age to about 1.6 million tons of coal).

On the basis of the above figures the consumption of oil per capita
within the participating countries and Western Germany is estimated
to rise from 0.16 metric tons (1.2 barrels) per annum in 1947, to 0.25
metric tons (1.8 barrels) per anum in 1951 as compared with 1.69
metric tons (12.5 barrels) per annum in the United States in 1946.
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Table 17 also brings out the impact of the new refinery construc-
tion programme as, over the period (1951 as compared with 1947),
imports by participating countries (excluding dependent overscas
territories) will in the case of crude oil increase by 179 per cent; in
the case of refined products they will increase by only 22 per cent.

The world market for petroleum and its products is at present very
tight. The United States, who are outstandingly the largest pro-
ducers and consumers of oil, from being large exporters to Turope and
elsewhere have become net importers. It will therefore not be easy
to cover the rising needs of the participating countries and Western
Germany. The strenuous efforts which are being made by American
and non-American producers to increase production in overseas areas
should, however, yield substantial results within a relatively short
time—particularly if the requisite equipment can be made available.
It has, therefore, been considered reasonable to assume that the oil
programme will be met.

B. Means of Production (Equipment)

40. Much equipment will be needed both for the refinery construc-
tion programme at home and overseas and te develop the oil produc-
ing centres, on which Europe and the rest of the world rely for a con-
siderable proportion of their requirements. A major effort has been
and is being made to develop the production of oil equipment by the
participating countries themselves.

Over the period 1948-51, it is estimated that, out of total require-
ments to the value of $1,848 millions for the-participating eountries,
their dependent oversea.territories and Western Germany, no less
than $1,260 millions in value or 68% can be provided by the partici-

“pating countries. ‘

C. Import Requirements

41. The consumption requirements of petroleum products and the
‘equipment programme—principally for the development of the oil
producing areas and the building of refineries both at home and
abroad—involve the following imports from non-dollar and dollar
sources, the latter including dollar oil from areas outside North
America.

762024°—47——1
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T'able 18—E'st7,mated Value of Total Imports of Petrolewm Products
and Equipment

Participating Countries and Western Germany (L’wcludmg

Dependent Owersea Termtomes)
(Millions of U.8. dollars

1948 1949 ‘ 1950 ‘ 1951 ‘ Total 1048-1951

Dollar |Non-Dollar
Total Total Total Total Supplies | Supplies

Crude Oils___- e 191 245 308 '415 584 575
Refined Products.- - ... 861 912 935 848 | 1,603 " 1,953
Equipment.____ccecaa- 449 452 442 472 555 1, 260

TOTAL ce e "1, 501 1,609 | 1,685 | 1,735 2,742 3,788

The basic assumption which has been made in preparing the split between dollar and non-dollar oil is
that the proportions of the two will remain relatively constant over the period and in line "ith the present
position.

SECTION V—IRON AND STEEL

A. Production Programme

49. The immediate objective for the iron and steel industries is full
use of existing capacity, but much of this capacity needs modernisa-
tion and, in certain directions, expansion. This work is now being
started and will be carried on during 1948-51; much of it w1ll not

_be completed in this period. )

The full employment of existing capacity will depend on supphes
of raw materials and semi-finished products coming forward in con-
siderably larger quantities than.they are doing in 1947. The pre-war
sources of supply of some of these materials have disappeared or
have been much diminished, but, unless the supply of these materials
is resumed, steel capacity will not be fully utilised.

43. The production programme of the sixteen participating coun-
tries and Western Germany in 1947-51 compared with pré-war years
is shown in Table 19.



VOLUME 1. GENERAL REPORT _ 93

Table 19—Production of Steel
Participating Countries and Western Germany

(Millions of metric tons—ingot)

1038 |BestYears | 1047 1948 1961
Crude Steel
Participating Countries__.____ 24,7 34.0 26. 8 36. 6 42. 7
W. Germany:
Bi-Zone. oo 17. 8 17. 9 2.7 4.1 10.0¢®
Saar & French Zone_.._______._ 3.0 3.0 0.8 1.6 2.7
TOTAL - e e 45. 5 54. 9 30. 3 42. 3 55. 4
Finished Steel
Participating Countries-— - - 18.4| o252| 210| 20.6| 342
W. Germany:
Bi-Zone_ oo _____ 13. 4 13. 4 2.1 3.1 7.5b
Saar & French Zone.._______._ 2.3 2.3 0.6 1.3 2.2b
34. 1 40. 9 23.7 34.0 43. 9

s A selected pre-war year of greatest activity has been taken for each country, The total of these figures
gives a measure of the output of which the plant of the countries taken together was capable.

b These figures are put forward by the Control Authorities in the Bi-Zone as targets which could be
achieved provided that certain assumptions are fulfilled. Under the March 1946 Level of Industry Plan .
steel production in the Bi-Zono would be limited to 4.7 million ingot tons. Production, however, might be
raised to 10 million tons by the end of 1951, in conformity with the level permitted in the Bi-Zonal Lovel
of Industry Plan announced by the Commanders-in-Chief on August 29th., 1947. It could certainly, with
proper effort on the part of the industry, be raised to seven or eight million tons by that date. Any calcu-
1ations based on the 10 million ton figure must take account of the statement that the measures about to be
taken by the Commanders-in-Chlief do not prejudge Quadripartite decislons of the Council of Foreign
Ministers in respect of the level of industry for Germany as a whole or such industrial limitations as may be
imposed by the peace settlement.

44, From these figures it will be seen that :—

(@) the total production of crude steel by the participating countries
in 1947, despite raw material shortages, will be 8% above 1938, al-
though 21% below the aggregate of the best pre-war years. The
programme for crude steel in 1951 is nearly 60§ higher than in 1947,
and nearly 25% higher than the aggregate of the best pre-war years;
the increase in production of finished steel is slightly greater than
that of crude steel; ‘ 7

(b) If the 1947 figures for Western Germany are included, the
combined production of crude steel in 1947 will be at a rate 83% below
1938 and 44% below the aggregate of the best pre-war years. If the
figures for possible production from Western Germany for 1951 are
included, then the total production programmes for crude steel in



04, COMMITTEE OF EUROPEAN ECONOMIC CO-OPERATION

1951 are about the same as the aggregate output of the best pre-war
years. o .

An important feature of the development plans is the emphasis
laid on the achievement of better balanced industries, with the object
of increasing fuel and labour efficiency.

B. Means of Production (Coke, Iron Ore, Scrap,

M anganese)

45. The increase of production in the course of 1948-51 in the sixteen
participating countries, namely 16% for crude steel and 16% for
finished steel, is due chiefly to new capacity. In addition new plants
will be coming into operstion in replacement of works which are to
be shut down as soon as their output can be spared, and a great deal of
modernisation and re-equipment - will be carried out.

'46. The production figures in Table 19 are based on the assumptlon
that full supplies of the necessary raw materials and semi-finished
products will be available. But in fact it appears that there may be
deficits in supplies of some of these materials, the most serious poten-
tial deficit being in respect of coke.

47. Coke. A first examination of the coke position suggested that,
against requirements estimated at 65.6 million tons in 1948, only 53.0
million tons would be available. This deficit of 12.6 million tons was
due mainly to the lack of exports of coking coal from the United King-
dom and the decline in exports of coking coal and coke from Western
Germany. It was considered that an attempt should be made to bridge
this gap by (1) diverting coke from non-metallurgical uses, (2) reduc-
ing coke consumption by the use of richer iron ores in blast furnaces
and (3) securing a larger proportion of coking coal in exports from the
United States, United Kingdom and Poland.

These measures are possible but demand a high degree of co-opera-
tion and effort, particularly in the Bi-Zone, together with such assist-
ance as the United States can provide by increasing the proportlon of
coking coal in the total coal exports sent to Europe. Similar measures
will have to be taken in subsequent years to ensure that the supplies of
coke vital for European steel production are available in sufficient
quantities.

The assessment of the potential coke deficit arose out of the work of
the Committee and, if the agreed recommendations for overcoming this
deficit are successfully applied, this achievement in co-operation will
be of the highest importance in removing a serious obstacle to Euro-
pean production.

48. Iron Ore. 'World supplies of rich iron ore will be adequate up to
1950 but in 1951 will fall short of demand. The demand for richer
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ores has increased with the shortage of fuel, since its use in blast fur-
naces saves coke; and at-the same time some establishedssources of sup-
ply, for example, in North America, are becoming exhausted.

There are important sources of supply within the sixteen partici-
pating countries, which provide supplies not only for these countries
but also for the outside world. There will be some development of the
“mines in French North Africa in 1948-51, but major exploitation of
new sources is not practicable within this period. The gap in 1951
must therefore be closed by use of leaner ores, but this solution can onl,
be effective if coke is'in adequate supply in 1951.

49. Scrap. Tt is not easy to evaluate the future scrap supply. The
fuel and scrap supply positions react upon each other, and an easement
in fuel supplies might bring an unforeseen easement in scrap. At
the best, however, a deficit of 1 to 114 million tons of scrap a year must
be expected ; such a deficit can only be met, as it was before the war,
from United States sources. .

50. Manganese Ore. 'The participating countries and Western Ger-
many are dependent for the greater part of their manganese ore sup-
plies on outside sources. Demand, in particular from the United
States, is heavy. Moreover, some pre-war sources of supply are not
at present available to Western Europe.

51. In sum the shortages of raw materials, other than coke, might
mean a loss of crude steel production in the next year or two of 184/2
million tons a year rising to three million tons in 1951. A loss of this
order would represent a shortfall of production of about 5%. This
loss would be almost wholly additional to any loss caused by lack of
coke. If therefore the deficit in coke supplies cannot be reduced below
(say) four million tons, finished steel production in 1948 might fall
by about 614 million tons, or 15% below the target.

592. The amounts of raw material requirements from non-participat-
ing countries are shown in Table 20.

Table 20—Iron Ore, Scrap and Manganese Ore Import Requirements
of Participating Countries and Western Germany From Non-Pa»-

ticipating Countries
(Milliens of metric tons)

l 1948 \ 1949 1950 195t

Rich Iron Ore. - .- 2.5 25| 3.4 5 7=
BT - o o o e e 1.5 1.9 22| 2.3
0.8| 0.8 0.9

aTt is estimated that in 1951 only 3.4 million tons of rich iron ore will be available from non-participating
countries, so that there would be a deficit of 2.3 million tons.
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58. Crude and semi-finished Steel. If the raw material programme
is fulfilled, the production programme for crude steel (see Table 19)
can be carried out. But this programme itself will be insufficient to
keep fully employed the steel finishing capacity of the participating
countries, particularly the United Kingdom and Italy.

T'able 21—Crude and Semi-Finished Steel Requirements and Defictt
of Participating Countries and Dependent Oversea Territories but
Ewcluding Western Germany

(Millions of metric tons, steel ingot or ingot equivalent)

1048 1049 1950 1951

. Consumption Requirements »_ _ . ______.____ 39.4 | 40.7 | 43.2 45. 5
Supplies Available_ ... . 36.6 | 37.9 | 40.3 | 42.7

Import Requirements from Non-Participating i
Countries_ - _ .. 2.8 2.8 2.9 2.8

s Including very small exports to non-participating countries.

54. Finished Steel. The finished steel consumption requirements
of the 16 participating countries rise from 26.8 million tons in 1948
to 29.7 million tons in 1951. But even this figure will be equivalent
to 167 kg. per head of population or only about one-third the present
annual consumption per head in the United States. The rise is due
partly to the effects of the war years, including deferred repairs and
maintenance, and partly to the demands of the reconstruction pro-
gramme and full employment. A similar upswing of demand for steel
is general throughout the world.

55. The participating countries must plan for steel supplies to
cover not only their domestic consumption needs, but also exports
to outside markets. Western Europe is traditionally a big exporter
of finished steel. These exports not only represent an essential con-
tribution to the foreign exchange resources of the participating coun-
tries, but they are also closely linked with other aspects of Western
Europe’s trade and enterprise abroad—for example material for rail-
ways constructed to European speciﬁcations, and the structural steel
for projects carried out by European engineers.

56. The balance sheet of the requlrements and production of ﬁnlshed
steel of the participating countries is given in Table 22. It is neces-
sary to deal separately with the import requirements of tinplate and
sheets since, unlike other types of finished steel, capacity for these
will be insufficient throughout 1948/51 although it W111 be adequate
thereafter. . , ‘ B
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Table 22—Finished Steel (Lwcept Tinplate and Sheet)

Requirements and Production of Participating Countries, Including
Dependent Oversea Territories, but Evcluding W estern Germany

(Millions of metric tons)

1948 1949 [ 1950 1951

Total Re.quirements for Home and Foreign Mar-

= 25.4 | 25.7 | 26.8( 27.7
Produetion_ - __ .. 25.7 1 26.1 | 27.6 28. 8
Deficit (—) or Surplus (4) - - oo +0.3 |[4+0.4 |+0.8| +1. 1

» Including 34 million tons a year exports to overseas markets.

There will in any event be additional import requirements for tin
plate and sheets, 0.7 million tons in 1948, 0.5 in 1949, 0.3 in both 1950
and 1951. It may be possible to use capacity in the Bi-Zone to meet
these requirements of sheets, particularly in 1950 and 1951. Western
(Germany requires finished steel imports of 0.9 million tons in 1948
and 0.5 in 1949. The approximate result would be that about 0.6
million tons of imports of finished steel (other than tin plate and -
sheets) will be needed in 1948 but virtually none thereafter. The
surpluses of finished steel shown in 1950 and 1951 do not exceed
the margin of uncertainty necesswrlly attached to estimates for this
period ahead.

57. If the shortfalls in production resulting from raw materials
shortages were as high as 15 per cent, consumption programmes would
need serious readjustment, and some important reconstruction needs
could not be met. But in the vital fields of transport, mining and ag-
riculture, which are dealt with by the Technical Committees, the
amount of steel needed is not more than perhaps 25 per cent of total
steel consumption, and should therefore be capable of being covered.

58. Finally there is the question -of the capital plant and equip-
ment needed for the whole iron and steel modernisation and equip-
ment programme. Most of this will be provided from within the
participating countries. But there are certain vital items such as
continuous wide strip mills which it will be necessary to seek to im-
port from the Unlted States.

C. Import Requirements and Sources

59. The production programme (equipment and raw materials) and
consumption requirements involve imports of raw materials (exclu-
sive of coke) and crude and semi-finished and finished products from
other parts of the world, as shown in Table 23.
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Table 23—Import Requirements of Participating Countries (inclyd-
ing Dependent Oversea T ervitories) and Western Germany _
(Millions of U.8. dollars)

Other | Rest
1948 1948 1950 1951 Total || U.8.A. | Ameri-| of the
cas8 |World »
Rich Iron Ore. .- cceecccmomacccaaaan 15 15 20 21 {4 N | P—— 39 32
Manganese Ore_.._._. : 10 12 13 15 1 | DR R, 50
Ferro-manganese. ... 7 9 10 11 37 33 4 |-
<10 253 T 55 68 80 85 288 bzp 1 I 18
PigIron. . e 7 3 0 0 10 10 oo ]eimaeas
Crude Steel and Semis.___.._____.. 167 160 170 165 652 540 84
Tinplate and Sheet...._..______.__.. 107 74 48 40 269 260 | el
Other Finished Steel............_ 85 8 | 0 0 61 [:3 B I :
Equipment._ . 100 100 100 100 400 400 |- feeeoos
Total. - mcccccmeccacccceee 513 47 441 437 1,838 1, 565 127 _ 146

= The expression ‘‘Rest of the World”’ means the rest of the world other than the participating countries
(including dependent oversea territories) and Western Germany and the American continent.

SECTION vI—TIMBER

A. Requirements and Production

60. Unlike steel, timber is produced from living matter and, as the
forest resources of the participating countries are limited, their tim-
ber production must be governed by the rules of good husbandry. Be-
fore the war, fellings approximated to forest growth. But, although
most of their forests were depleted by the necessities of war and
enemy occupation, the participating countries have already increased
their production above pre-war levels. Timber produstion in the par-
ticipating countries for 1951 will cover about 60% of softwood, 70%.
of hardwood (both including ties), and 80% of pitprops, pulpwood
and poles requirements. The drain on resources makes it impossible
to continue this increased production for long without ]eopardlslng
the existence of the European forests.

61. The majority of the participating countries have accepted the‘
resolution of the Marianske Lazne Conference in favour of a 109%
increase in production for 1948 & 1949, or of an equivalent economy
where exhaustion of resources make increased production impossible.

. The occupation authorities in ‘Western Germany have adopted a
policy of exporting softwood, whereas, before the war, Germany was
the second largest importing country in Europe. It is important
that the present high rate of cutting in the forests of Western Ger-
many should be maintained in the general interests of Europe; Ger-
many’s forests were carefully husbanded during the war at the ex-
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pense of forests in occupied countries. The continuance of felling in
Western Germany of twice the average annual growth would reduce
the future output of German forests by less than one per cent for each
year of overcutting, while procuring for Europe (including Western
Germany) almost 13 million extra cubic metres of roundwood of all
types, fuel wood apart.

62. Since 1945, at a time when their need for timber was greatest,
the participating countries have received virtually no timber from
some of their former sources of supply; with the sole exception of
pitprops they have had to restrict themselves to less than one half of
their pre-war consumption. For example: before the war the
U. 8. S. R. and the Baltic States supplied Western European require-
ments to the extent of 25% of sawn soft wood, 40% of plywood
and 30% of pitprops; the Balkan countries were also large suppliers,
but supplies are no longer forthcoming on a pre-war scale; other soft-
wood producers such as Austria and Finland are in 1947 far below
their pre-war export levels, while Sweden is now exporting only 450,-
000 standards of soft wood instead of her pre-war 800,000.

Table 24 shows production requirements, import requirements and
deficits of timber by broad categories.

T'able 24—Timber Needs, Produotz'on, Import Requirements and
- Deficit of Participating Countries (including Dependent @versea
Territories) and Western Germany

Deficit
pl o a -
- Category and Units Yenr K,‘getgls I It‘(i’grlll( 1;{383}’3: oot
' o

Quantity ngeds
Softwood (including Ties) (Millions of 1934-8 7.6 4.7 2 I A
Standards). 1948 7.7 4.8 1.8 L1 16
1951 8.1 4.8 2.2 1.1 14
Hardwood (excluding Ties) (Millions of | 1934-8 9.3 6.9 2.4 | e
cubic metres). 1948 9.5 7.7 L8 ||t
1951 10.8 8.0 2.8 ||
Hardwood Ties (Millions of cubic metres)_ 1934-8 11 1.0 (11 U A
1948 1.9 0.9 0.4 0.6 31
1951 1.2 0.7 {18 T R (I
Pitprops, Pulpwood and Poles (Millions | 1934-8 40.2 32.1 b 7 N PR
of cubic metres). 1948 37.8 31.7 4.3 1.8 5
! 1951 40.9 32.8 6.1 2.0 5

63. Thus between 1948 and 1951 there is no deficit of hard woods in
participating countries and the deficit of pitprops, pulpwood and poles
is-small. Xt is considered that the gap between pitprop requirements
~ and supplies can be bridged by the use of steel props. The situation,
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however, is much more serious for softwood and hardwood ties in
1948 to 1951. It seems certain that there will be a deficit of softwood
even allowing of increased production and economy measures in the
participating countries and Western Germany. The deficit of hard-
wood ties shown above for 1948 does not disappear until 1951, when it
is estimated that requirements and supplies should be in balance.

B. Means of Production (Equipment)

64. Equipment is required, firstly to maintain production in the
participating countries and Western Germany and secondly to in-
crease hardwood production in dependent oversea territories. Less
than one-third of the total import requirements of this equipment can
be provided by the participating countries themselves. The main items
of equipment required are:—

(i) Logging Equipment, including transport. Crawler tractors,
wheeled tractors, trucks, road graders, locomotives, low-sided wagons,
brake vans, caboose trucks, loading cranes, launches.

(ii) Sow Ml Egquipment. Bandmills resaws, cross-cut saws, kiln
equipment, cranes and gantries, boilers, turbo- generators, electrie
motors, fuel hogs.

(iii) Veneer cutting and plywood manufacture. Veneer lathes, slic-
ers, ruling machinery, clippers and driers, knife grinders, presses,

glue mixers and spreaders, boiler and electrical equipment.

C. Import Requirements and Sources

65. The requirement programme and consumption neéds involve the
following probable nnports from other countries :—

Table 26—Timber Import Requiremenis of Parthpatmg Ooumtrws
(tncluding Dependent Oversea Territories) and W estern Germany

(Millions of U.S. dollars)

|
1948 ‘ 1949 1950 1951 Total
-
a) Import Requirements .
Timber_.____ . 520.0 580.0 625.0 665.0 2,890.0
Equipment______ .. 16.5 15.4 18.3 12.8 57.8
B3 N P - 536.5 505. a 638.3 677.3 4 2,447.5
b) Sources ) '
USA . - 112.4 108.3 100.3 87.3 408.3
‘Other American Countries - 7.1 . 1721 146.0 133.0 622.2
Rest of the World_..__..__ 253.0 318.0 392.0 457.0 1,417.0
Ao 7 P 536. 5 593. 4 638.3 677.8 | © ' 2,447.5
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SECTION VII—INLAND TRANSPORT

66. Expansion of economic activity in Europe will imply in 1951
rail traffic of 854 million tons (against 917 in 1937) and in water-
borne traffic of 174 million tons (against 150 in 1938).

67. Material requirements for the build-up of the Inland Trans- -
port systems will be of great magnitude, having regard to war dam-
age, obsolescence and lack of maintenance. The participating coun-
tries and Western Germany, while making every use of old material,
will have to place large new orders. But their own industries should
be able to produce all that is necessary apart from those exceptions
listed below.

~ 68. Principal production requirements are set out in Tables 26
and 27.
(a) Rail Transport

Table 26—Rail Transport Requirements and Production Capacity of
the Participating Countries* and Western Germany for 1948-1951

R;%E?;O' P(x:';g:&tti;m Surplus Deficit
Locomotives - - - . ____ 9, 378 11, 965 2,587 |-
Freight Cars_ . ______________ 724, 000 621,000 |- ____.____ 103, 000
Passenger Cars____.___________ 24, 300 21,700 |ooe o __ 2, 600
Timber Sleepers (Millions of |
cubic metres) .. __________. 12. 29 717 . 5.12

1 Not including Sweden except as regards timber sleepers (ties).

(b) Other Forms of Transport

In inland waterway transport the participating countries hope to
meet their requirements by their own production. As regards port
equipment, productive capacity shows an excess over requirements,
provided adequate materials are available.

In road transport, the manufacture of road trucks in future years
should be sufficient to meet requirements.

Deficits

69. Freight Cars. There is over the four years a deficit of 103,000
which to the extent of 89,000 falls into the years 1948 and 1949. The
deficit is due to the heavy requirements of Western Germany.

70. Passenger Cars. It is proposed to reduce imports to the mini-
mum necessary to meet pressing requirements of the countries most
affected, namely to an amount of 1,300 passenger cars.
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T1. Témber Sleepers (or Ties). The deficit is 41% of total require-
ments. It can only be partially met by imports or substitutes (such
as steel or concrete). There must therefore remain a deficit, but
although operation will naturally be slower and less sure, the carrying
out of the transport programme will not in the oplmon of experts be
seriously prejudiced. -

72. Import Bequirements and Sources

Achievement of the traffic target figures indicated above may involve
the imports from the United States as the only p0531ble exporter,
shown in Table 27.

Table 27—Import Requirements of Participating Countries and
Western Germany
(Millions of U. 8. dollars)

1948 1949 | 1950 1951 | Total

Freight Cars_ . 168 | 147 62 |.___.. 367

Passenger Cars. - oo - 28 28 28 28 112
Special Equipment _ - oL 7 2 1 1 11

203 | 177 81 29 490

SECTION VIII—MARITIME TRANSPORT

78. The main characteristics of the shipping position of the par-
ticipating countries are, on the one hand, immense losses of ships
of all classes during the war and, on the other, the large volume -of -
services of shipping which will be needed over the next few years
to transport from overseas the quantities of cereals, coal and other
commodities essential to their economic recovery.

74. The participating countries have exerted themselves to the ut-
most to make good their war losses of shipping. To meet urgent
needs they have already, since the end of hostilities, purchased ships
to the value of $500 millions from overseas and are proposing to pur-
chase another three million tons of a value of about $300 millions.
The availability of this additional tonnage is assumed in the follow-
ing paragraphs. Concurrently with the purchase of this great volume
of tonnage, which is largely of the bulk carrying type, particular
efforts have been and are being made to replace by new construction
in the shipyards of the participating countries (which in 1938 cor-
responded to 75% of the world total capacity) the specialised types
of vessels lost during the war.
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75. Table 28 indicates the development of the fleets of the participat-
ing countries:— '

Table 25—Shipping Oapaciiy of Participating Countries

(Million deadweight tons)

‘ 1938 End 1947 End 1951
Dry Cargo Shipping_ .o _________ 36.1 32.0 39.2
TanKerS oo e eemmmmem e 10. 1 11. 1 14. 4

It is estimated that the participating countries will in 1951 own a
merchant fleet larger than in 1938, but account must be taken of the
disappearance of the German fleet which, in 1938, comprised 5.9 mil-
lion tons of dry cargo shipping and 0.4 million tons of tankers. With
the addition of the German figures to the 1938 totals the 1951 tonnages
of the participating countries will be slightly lower in the case of dry
cargo tonnage and appreciably higher for tankers than the pre-war
levels. v

76. Shipping practice is based on free circulation in international
trade of ships of all flags. A proportion of the fleets of the participat-
ing countries is, and must remain, available to render shipping services
to other countries just as the ships of other countries render services to
the participating countries and Western Germany. The practical elim-
ination of the German and Japanese fleets increases the shipping serv-
ices required by-the rest of the world from:the participating countries.
Table 29 shows their total shipping requirements, taking into account
their own needs (and the needs of Western Germany) and the services
which they normally render to one another and to the rest of the
world.

Table 89—Total Shipping Requirements of Participating Countries

and Western Germany
(Million deadweight tons)

1948 1949 1950 1951

Dry Cargo. - . 50.5 | 50.0 | 49.5 | 49.5
Tankers_ - ____ 15,1 16.7 | 18.4 | 19.7

7. After allowing for the shipping services, which the participating
countries will be able to provide for themselves and one another,
there will remain a “deficit” representing the demands upon the serv-
ices of other flag tonnage, principally the United States, for which

- -
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payment must be made in dollars. - This requirement of dollar ton-
nage is estimated to amount to 10.3 million tons of dry cargo shipping
in 1948 and to fall steadily over the four-year period to 2.2 million
tons in 1951. It is abnormally high in earlier years owing to the
temporary demand for certain bulk commodities over a long sea haul,
e.g. coal from North American sources. By the end of the period the
abnormal demand for tonnage on such account should have disappeared
and the remaining requirement for dollar tonnage would substan-
tially represent the shipping services to be rendered to participating
countries and Western Germany by the United States and other flags
in the normal course of shipping trade.

78. As regards tankers, the dollar tonnage requirements, which in-
crease over the period from 1.1 million deadweight tons in 1948 to 2.8
million deadweight tons in 1951, appear to be less than the tonnage
. which the United States oil industry would ordinarily provide for its
trade with the participating countries and Western Germany. The
dollar cost of tanker freight is included in the overall cost for dollar
tonnage comprised in the figures of Chapter VI, Table 5 of the General
Report. ’

Dollar Tonnage Requirements
The estimated cost of dollar freight is shown in Table 80.

Table 30—Dollar Tonnage Requirements
(Millions of U.8. dollars)

1048 1049 1950 1951 Total

Dry Cargo Freights . o o oo 500 360 230 130 | 1, 220
Tanker Freights_____ mmmm———————————— 70 | 100 | 135 180 485
TOTAL - o e oemmmemmmmmmmmmmmme ---| 570 | 460 | 865 | 310 1,705

SECTION IX—MANPOWER

79. Careful examination has been made of the position of labour
at present unemployed in Europe and the immediate labour require-
ments for the execution of the production programmes. :

80. In assessing these requirements, account was taken of the in-
creased productivity of labour, which will result from an intensified
utilisation of fuel and power, from more ample supplies of raw ma-
terials and from modernisation of plant and equipment.
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81. In these conditions it may be anticipated that in certain coun-
tries there will arise immediate extra labour requirements, which could
only be covered by immigration. The total of such requ1rements
might be in the neighbourhood of 680,000 Workers necessary for' agri-
culture and industry.

82. Present labour resources are principally represented by about
two million Italian unemployed workers and 500,000 displaced persons.
These resources may be augmented over the next few years by the
increase of population in certain countries, especially Italy.

83. Although the available excess labour resources are greater than
the probable immigration requirements, the skilled labour at present
available is much less than the requirements of skilled labourers. For
example, there are no qualified miners available for recruitment by
the participating countries, whose combined needs for qualified miners
are estimated at 60,000.

84. The varieties of definition of “skilled worker” in the different
countries make it difficult to reach detailed statistical conclusions; but
it is clear that the various participating countries will have to put in
hand big schemes of vocational *training in order to provide the
necessary qualified labour. There is full agreement on«the necessity
for accelerating to the maximum the transfer of available workers.

85, It appears that, if adequate measures are adopted both as re-
gards transfers of W01kers and as regards vocational training, the
production programme will not be hindered by labour shortages but
will itself contribute to raising the level of employment. The im-
portance of raising this level has been emphasised.

86. If, however, the production programme cannot be carried out,
Whether owing to lack of raw materials or to insufficiency of skllled
labour or for any other reason, the level of employment will be gravely
affected and in certain countries a serious degree of unemployment will
result.
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CHAPTER 1

TraE REAsoNs WaY THERE Is A DoLLAR PROBLEM
The Pre-War Position

1. The programme of FEuropean economic recovery depends on a
great production effort by the participating countries; on drawing
from overseas the necessary supplies; and on finding the means of
paying for them. Other Reports set out the vital need for these over-
seas supplies ; this Report deals with the problem of finding means of
paying for them.

2. Before the war, the participating countries were able to pay for
what they bought from the outside world from the current earnings
of their exports, of their shipping and of their investments, and from
other sources of “invisible” income such as emigrants’ remittances and
tourists. Small deficits in particular years—for example in 1938 (see
Table 1)—were covered by ordinary commercial loans. '

Table 1—Balance of Payments of the Participating Countries and
Germany with all Non-Participating Countries

Year 1938 : »
(Millions of U.S. dollars)
Payments . Recelpts
Imports f. 0. b.. . . | 6,600 | Exportsf. 0. b. . . . . . . . . .. 4, 600
Investment income (net) . . . ... 1, 200
Other invisibles (net) (inc. shipping) . 300 . -
6, 100
Deficit . . . . . . . ... 500
6, 600 8, 600

At the same time, although currency restrictions in parts of Europe
even then constituted a serious impediment to the flow of trade and
payments, it was possible to cover deficits in one part of the world by
surpluses with other parts. Thus the participating countries as a
group normally imported from the American continent more than
twice as much as they exported—the deficit on visible-trade between
these two areas in 1938 keing $1,450 millions. The difference was
covered by earnings derived from export of goods and services to
the rest of the world.
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Reasons for the Present Position

8. The war has-shattered this balance.

(i) Instead of earning enough from their shipping and invest-
ments to cover nearly a quarter of the cost of their imports,
the participating countries are now obliged to make net
payments on these accounts to the rest of the world. This
results from the destruction or sale of assets in the war.
Overseas investments have been sacrificed and overseas
indebtedness has been incurred during the war or in order
to obtain supplies after the war; ships have been sunk, and
to many countries the loss of income from shipping services

_ i8 very serious. Thus to regain equilibrium the participat-
ing countries have to make good the loss of $1,500 millions of
income from shipping and investments;

(ii) In addition their exports must be intensified to meet the
increased cost of imports relatively to exports. The cost
of essential food and feeding-stuffs and of raw materials
which have to be imported has risen sharply in relation to
the prices of the manufactured goods which the participat-
ing countries export;

(iii) The very substantial reduction in the volume of supplies
dvailable from South-East Asia and from Eastern Europe
(including Eastern Germany) forces the participating
countries and Western Germany to rely very heavily, for the
time being, on the American continent. Approximately
one-quarter of the imports required from the "American
continent, in 1948, as shown below, replace supplies im-
ported before the war from South-East Asia and Eastern
Europe.

It is all the more difficult to fill the gap because
(i) as explained in paragraph 7, the extreme shortage of con-
sumption goods has diminished the incentive to produce
commodities and to bring them to markets particularly in
the case of the agricultural populations and of the popu-
lations of oversea territories;

(ii) in countries where there is a distrust of the national cur-
rency, this distrust leads to hoarding and to privately-
owned foreign exchange failing to contribute fully to the
national balance of payments;

(111) as a result of the war, import needs have increased and
export capamty has diminished. Goods, such as coal, in
which Europe is normally self-sufficient have tempomuly
to be imported from the United States.
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The facts and estimates contained in this and other Reports show
that the problem of the dollar deficit of the participating countries
reflects the fundamental fact that production on the American conti-
nent increased greatly during the war, while production in Europe fell
to a very low figure and can only gradually catch up with the increase
of production in the American continent. The problemeof this dollar
deficit is inevitably a continuing problem until the increase of produc-
tion in the American continent is paralleled by as great or a greater in-
crease of production in the participating countries.

4. Such, in brief, are the main causes of the dollar problem of the
participating countries. To solve the problem it is essential that their
exports should earn dollars in order to pay for the imports which have
to be met from dollar sources. Therefore, even if these countries
succeed in completely balancing their accounts with the non-partici-
pating countries as a whole, they may be a long way from obtaining
the dollars they need to cover essential imports. On the other hand,
so long as they have a deficit with the non-participating countries as
a whole, this deficit has to be met in currencies acceptable to the coun-
tries concerned, which primarily means payment in dollars.

CHAPTER II
THE MAGNITUDE OF THE PROBLEM
The Balance of Payments in 1948 v
5. The scale of the dollar problem in 1948 is illustrated in Table 2.

Table 2—LE'stimate of Balance of Payments of the Participating Coun-
tries, their Dependent Territeries, and Western Germany in 1948
:  (Millions of U. 8. dollars)

. With
Anrigh | Other Non-
Continent P%rgif}x‘zgte?g
Net deficit on visible trade . . . . . . . . . . .. —7,006 —405
Net surplus (+), or deficit (—), on invisible account . . —b74 +384
Dependent territories net deficit . . . . . . ... .. —455 —219
—8,035 —240

The figures on which this Table is based aresshown in more detail in
Annex E and Annex F (for Dependent Territories). It will be found
that the import requirements stated in this Report are often dif-
" ferent from those given in Appendix C of the General Report and
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in the Reports of the Technical Committees. The reason is that in
the present Report the import requirements for specific commodities
refer only to the requirements of the participating countries and
Western Germany; all the import requirements of dependent terri-
tories are implied in estimates of the net deficits of those territories. -
In the Reports of the Technical Committees, on the other hand, the
import requirements of the dependent territories are, in many cases,
included with the requirements of the participating countries.

Throughout this Report imports from non-participating countries
exclude imports from dependent terrltorles of the participating coun-
tries. :

The Importance of 1948 in Connection With
Internal Monetary Reform

8. The year.1948 is of crucial 1mportance. The first and most press-
ing step in the programme of recovery is to accomplish radical finan-
cial and economic reforms in those countries where they are required.
These reforms will restore confidence in national currencies. When
this has been accomplished, privately owned foreign exchange will
contribute to maintain the countries’ balance of payments in equilib-
rium. At the present time, at any rate in certain countries, a part
of these resources escapes exchange control.

7. To accomplish such reforms an adequate supply of consumption
goods is needed. One reason for the deficit in the Balance of Pay-
ments of the participating countries (including their oversea terri-
tories) is that they have not yet achieved the great increase of pro-
duction required. In turn, one reason for this is the fact that agri-
cultural producers, who cannot procure with their earnings sufficient
quantities of manufactured goods, no longer have sufficient incentive
to deliver théir products to town populations, and, for similar reasons.
the populations of oversea territories no longer have sufficient in-
ducement to increase production and to deliver what they produce.
Generally speaking, industrial and agricultural workers no longer
have the same inducement as before the war to increase their efforts,
for, as a result of rationing, inereased earnings do not always mean
that they can obtain more consumption goods. Therefore it is essential
to secure sufficient supplies for all workers in metropolitan or oversea
territories, and particularly for agricultural workers. It would be
impossible to try to secure immediately for these populations a stand-
ard of life as high as that which they had before the war in view of the
world-wide scarcity of a certain number of food-stufls, but it is essen-
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tial during the months immediately ahead to provide for these workers
a minimum without which economic disorder in many.countries in.
Europe can only grow worse and worse. As a result of the existing
dollar crisis a number of participating countries have had to curtail
‘their imports very drastically. It is urgently necessary that their
need of essential imports should be fully covered at the earliest pos-
sible moment. Otherwise production will diminish and the difficulties
of stabilising their internal financial and economic situation, or of
maintaining it in a stable condition, will be greatly intensfied.

The Balance of Payments in 1948-51 on
Certain Assumptions

8. The purpose of the individual and concerted action which the
participating countries have resolved to take is to reduce the dollar
deficit progressively from 1948 to the end of 1951. The dimensions of
the problem will continue to be very great after 1948, for the pro-
ductive effort generated in 1948 can only be sustained and developed
further if the necessary supplies from overseas are forthcoming and
are not cut off by unsolved dollar difficulties. A material contribution
to solving these difficulties will, it is assumed, be obtained from the
International Bank for Reconstruction and Development.

As explained in paragraphs 19 and 20, it is not possible to frame
any precise-estimate of the dollar deficit of the participating countries
and Western Germany for the years 1949-1951. The tentative esti-
mate given in Table 8 is based on a number of assumptions; these in-
clude the assumptions that their production will increase greatly,
that the imports required for this will be available, that a state of full
employment and full use of productive resources will be continuously
maintained, that an increasing part of the needs of the participating
countries and Western Germany can be obtained from Eastern Europe
and from South-East Asia, that the goods which the participating
countries can produce for export can be sold to the American continent
and to the rest of the world, that there will be a progressive reduction
in the price of imports in relation to the price of exports, and that
non-participating countries will so far as necessary be able to pay for
such goods in dollars (see paragraph 18).

9. On these assumptions a very tentative estimate may be made
that the Balance of Payments of the participating countries and of
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Western Germany with the American continent, and with other non-
participating countries, will be of order of magmtude shown in
Table 3.

Table 3,—Tentative Estimate of the Net Balance of Payments of the
Participating Countries, their Dependent Territories, and Western
, Germany 1948-1951

(Millions of U.S. dollars)

1048 R LT 1950 1051
With American Continent . . . —8, 035 —6,350 | —4, 650 —3, 400
With Other Non-Participating
Countries . . . . . . . .. —240 4250 [ 41,000 +1, 800

-10. For 1948, the calculations are made at the prices ruling at the
1st. July, 1947.  For 1949, 1950 and 1951, the bases taken are:—(a)
for exports the prices ruling at 1st. July, 1947, and (b) for imports a
%% reduction (as compared with 1st. July, 1947) in 1949, a 10%
reduction in 1950 and a 1214% reduction in 1951. This important
point is dealt with in Annex B.

Nature and Amount of Imports

11. This dollar deficit is .the financial counterpart of the flow of
goods and services which is required from the American continent.
The largest element in these imports consists of food (including
fertilisers, feeding-stuffs and equipment) which still provides con-
sumption per head at a lower figure than pre-war consumption. The
difference would be considerably greater if the comparison were made
" between consumption per head of employed persons and their families
in 1948 and pre-war, since pre-war (1984-38) there were in some of
the participating countries millions of unemployed who were under-
nourished. The next largest item consists of other normal imports
such as petrol, cotton, timber and a number of raw materials which
are essential to production. Abnormal imports, such as coal, are
an important element in the problem, but only in the earlier years.
The dollar problem does not, therefore, mainly arise from abnormal
imports by the participating countries from the American continent.
This is illustrated in Table 4, in which the net imports from the
American continent are analysed.
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Table f—Analysis of Imports from the American Continent into the
Participating Countries (Ewcluding Dependent Territories) and

Western Germany (Millions of U.8. dollars)
1938 at
Total
1947 1948 1849 1950 1951
prices 1848-51

TMPORTS COVERED BY TECH-
NICAL COMMITTEES

(i) Commodities:
Food, feeding-stuffs and ferti-

lisers . . . . ... ... .[b2850 | 3308 | 3580 | 3444 | 3385 13717
Coal and other solid fuels. . . .| neg. 342 198 99 27 666
Petroleum products . . . . . .|°330 512 555 570 550 2187
‘Iron and steel products . . . . 91 370 | 310 | 309 | 303 1292
Timber . . . . ... ... .|P185| 266 265 | 233 | 208 972

Total . . . . .+« . . . .| 3456 | 4798 | 4908 | 4655 | 4473 18834
(ii) Reconstruction & Development

Equipment:

Electrical equipment . . . . .|._____ 150 175 125 50 500
Petroleum equipment . . . . .|-_-.._ 50 51 52 49 202
Steel plants . . . .« ¢« ¢« ¢« . |ocoooC 100 100 100 100 400

Total . . . + + ¢« « « « .| D 8. 300 | 326 | 277 199 1102

(iii) Other Equipment:

Agricultural machinery . . . .|...___ 370 | 313 | 268 | 237 1188
Mining machinery . . . . . .|o-oao_ 80 54 46 40 220
Petroleum equipment . . . . .|_____. 118 96 64 75 353
Inland transport equipment . .|______ 203 | 177 81 ‘29 £90
Timber equipment . . . . . .|[..__._ 10 9 7 6 32

Total . . . . . . . ¢ ¢ i |eao_o- 781 649 466 387 2283

IMPORTS NOT COVERED BY
TECHNICAL COMMITTEES. | n.a. | 3286 | 3266 | 3178 3123 | 412853

Total imports from the American

Continent . . . . . . . . .| n.a | 9165 | 9149 | 8576 | 8182 | 35072
Less adjustment for change in ]
termsof trade . . . . . . .|oo____|-oo--- 686 | 858 | 1022 2566

n. a. | 9165 | 8463 | 7718 | 7160 | 32506

s All figures including those for 1938 are based on the prices of 1st. July, 1947. The
adjustment of the cost of imports due to changing terme of trade (explained in para-
graph 10) is made for total imports only.

b Average of 1934-38.

¢ Imports for which payment is made in United States dollars.

4 The total ($12,853 millions) for imports not covered by the Technical Committees in-
cludes $1,148 millions for Reconstruction and Development Equipment; but no estimate is
available of the amount included for Other Equipment. It will be seen that the total for
equipment included in imports covered by the Technical Committees is $3,385 millions.
Thus the total for equipment so far as ascertainable is $4,533 millions.

n. a.=not available neg.=negligible
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12. The total import requirements of $9,200 millions in 1948 sub-
stantially exceed the imports from the American continent in 1946,
which were less than $6,000 millions. The difference illustrates the
expansion of economic activity on which the participating countries
are basing their plans and the effect of the rise in prices. Some of the
major factors are summarised in Annex C. '

13. These imports do not represent a collection of all that the par-
ticipating countries would like to import if no difficulties of supply
or payment existed. As regards the commodities dealt with by the
Technical Committees, they represent in the considered opinion of
these Committees the essential needs for recovery. However, reduc-
tions have been made in cases when physical availabilities are not
likely to meet justifiable requirements. In the case of the goods not
covered by Technical Committees, requirements have in as many cases
as possible been critically considered and discussed, though of course
~ a complete and final screening of each item was not possible (see

Annex D). _
Analysis by Countries in 1948

14, It is not possible to give from the Reports of the Technical
Committees a satisfactory analysis of the deficit with the American
continent by countries, since the Technical Committees have estimated
the global import need of each commodity. The Technical Commit-
tees could not estimate the deficits with various currency areas coun-
try-wise because, where full requirements cannot be met, available
supplies will have to be allocated by the appropriate method, and
also because it is impossible to foretell from what source a particular
country will obtain supplies in future years. Similar considerations
apply to the goods not dealt with by the Technical Committees. Gov-

* ernments have felt able, in most cases, to estimate their future imports
of various raw materials and of manufactured goods, but not to pre-
dict from what sources they will be obtained.

A number of the participating countries, however, have estimated
what their balance of payments on current account with the Americau
continent and other non-participating countries would be in 1948 it
they had sufficient foreign exchange to meet their requirements. On
the basis of these estimates Table 5 has been drawn up.
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Table 6—Balance of Payments of Certain Participating Countries
(excluding Dependent Territories) and Western Germany in 1948
(Millions of U.8. dollars)

With the Ameriean Continent With other Non-Participating

Imports | Exports I‘;Ilglth]gs' Deficit | Imports | Exports {,\;Sfbllgs' Deficit
Belgium_ _____.______ n.a. | n.a | na. 322 [ n.a. [ n.a. | n.a. | n.a.
Denmark_ . _______.__ 230 22 —3 211 136 84 +8 44
France_._.____._____ 1,725 | 240 |—271 |1,756 | 415 | 271 | 47 137
Greece .- .o ____ 551 50 | —10 511 18 [ 18 | nil nil
Ttaly . ____ 1, 212 332 | —50 930 252 51 | —12 213
Netherlands____.____ 697 157 | —92 632 | 271 120 +6 145
Norway ..o oo n. & | n.a. | n a. 50 | n.a. | n.a. | n.a. . 20
Sweden_ ____________ 456 224 | +86 146 | n. a. | n. a. | n. a. n. a.
United Kingdom_____ 3, 855 805 |—170 |2, 630 |2, 330 |2, 320 |+360 350
(sur-
. plus)

Germany )
Bi-Zone______._.-_ 1, 180 30 | neg. (1,150 | n. a. | n. a. | n. a. n. a.
French Zone_._..__ 110 nil [ —10 120 | neg. | neg. | neg. neg.

n. a.=not avallable
neg.=negligible.

For the following countries no similar figures are available because of the
difficulty of foreseeing sources of supply :—
Austria
Iceland
Ireland
Turkey
For the position of Portugal and Switzerland, see Annex D, paragraph 8.
It does not follow from Table 5 that the relative shares of indi-
vidual countries in the total deficit will be the same in subsequent years
ag they are estimated.to be in 1948.

Estimate of Exports and Invisible Items

15. The preceding paragraphs deal with imports; it is now pro-
posed to consider exports and items on invisible account (i. e., freight,
dividends, tourist and other services). Table 6 gives for each year
the estimated exports and also the estimated net balances on invisible
account of the participating countries and Western Germany.
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Table 6—E'stimated Exports, and Net balances on Invisible Account
of the Participating Countries (excluding Dependent Territories)

and Western Germany

(Millions of U. S. dollars)

1038 » 1048 1949 1050 1951
Ezxports to:
United States . . . . . . . 443 848 1109 1229 1484
Rest of American Continent. 807 1311 1716 2139 2461
" Other Non- Participating .
Countries . . . . 2365 4297 4981 5963 6816
Deficit (—) or surplus (+) on
invisible account, with:
" United States . . . . n. a. —5b68 —450 —250 —325
Rest of American Contlnent n. a. —16 nil +25 nil
Other Non- Participutmg
Countries . . . . n. a. +384 -+5600 + 5650 4625

» At 1938 prices. The figures in this column relate to exports from participating countries and from the

whole of Germany.

n.l a.=not available

The estimates of exports are based on the assumptions set out in paragraph 8;
in particular, they assume a direction of the exports of the participating countries
towards the American continent and other non-participating countries, so far as

- this seems a reasonable and possible course.

CHAPTER III
ActioN TO ATTACK THE PROBLEM

Contribution of the Participating Countries

16. (i) Internal Reforms. The Réport of Financial Experts (Ap-
pendix E, Chapter I) sets forth the basic importance of creating and
maintaining financial and economic stability in the participating coun-
tries and in Western Germany. Internal financial and economic
reforms, where they are required, will help to put an end to the evasion
of exchange control and to hoarding in all its forms (see paragraphs
6 and 7 of this Report). Such reforms are an essential and all-

important first step.

(ii) Production. By greatly increasing production, the participat-
ing countries and Western Germany will make possible a reduction of
imports from the American continent of goods which these countries
can produce efficiently and have normally produced in the past. For
example, it will progressively become less necessary to import such
supplies as coal, and, in the case of certain countries, wheat. This in-
creased production contributes to the narrowing of the gap. Similarly,
ihe participating countries will do all that lies in their power to pro-
mote the development of production in their overseas territories, and
this will be a further contribution to the narrowing of the gap. More-
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over, these countries will do all that lies in their power to develop and
make more efficient their production. of exportable goods and thus will
provide a condition, so far as they are concerned, for a rapid expansion
of their exports to the American continent.

The External Position; Sources of Supplies

17. These measures are the contribution which the participating
countries can themselves make to this problem. But the problem can-
not be solved by these measures alone. It has been assumed that an
increasing proportion of the imports of participating countries will
be obtained from Eastern Europe and Asia and other non-participat-
ing areas in cases where they are traditional and economically efficient
sources of supply. This is illustrated in Table 7. The extent to which
Western Germany will be able to obtain foodstuffs from Kastern
Europe is of decisive importance in this connection.

Table 7—Sources of Imports of the Participating €ountries. (exclud-
ing their Dependent Territories) and Western Germany
(Millions of U.8. dollars)

1938 (at
1947 1048 1949 1950 1951
prices)
FOOD, FEEDING STUFFS AND ~
FERTILISERS
From American Continent . . . . . = 2850 | 3,308 | 3,580 | 3,444 | 8,885
From other Non-Participating Coun-
tries . . . . .. . oL L. *.|» 8,930 |- 1,937 | 2,409 | 2,636 | 2,750
% from American Continent. . . . . 2 42 63 . 60 57 55
COAL AND OTHER SOLID
FUELS
From American Continent. . . . , .| neg. 342 198 99 27
From other Non-Participating Coun- : ‘
tries . . . . .. . ..o 150 255 375 420 465
% from American Continent. . . . .| neg. 57 35 19 5
PETROLEUM PRODUCTS
From American Continent » , , , . 330 512 5565 570 550
IRON AND STEEL PRODUCTS
_ From American Continent. . . . . . 91| -870| 310| 309 303
From other Non-Participating Coun-
£ £ 50 43 37 32 34
% from American Continent. . . . . 85 89 89 90 90.

See footnotes at end of table.
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Table 7—Sources of Imports of the Participating Countries (exclud-
ing their Dependent Territories) and Western Germany—Con.
(Millions of UtS. dollars)

1938 (at e
1047 1048 1949 1950 1951
prices)
TIMBER

From American Continent. . . . . .| *185 2606 265 233 208
From other Non-Participating Coun-

tries . . . . ... .| ~b86 253 315 392 457
% from Amerlcan Contlnent e e 24 51 |° 46 37 31
COMMODITIES NOT COVERED

BY TECHNICAL COMMIT-

TEES
From American Continent. . . . .| n.a | 3,286 (3,266 (3,178 3,123
From other Non-Partlmpatmg Coun- :

tries . . . . v . .| noa| 2211238072402 2 468
% from Amerlcan Contment. e s s o] mnoa. 60 59 57 56

TOTAL IMPORTS

From American Continent. . . . n.a. |9 165 | 9,149 | 8 576 8,182
From other Non-Participating Coun-

tries . . . . .« . .| Dp.a. | 4702|5445 | 5,884 | 6, 176
% from Amerlcan Contment e e d 45 66 63 59 57
LESS ADJUSTMENT FOR

CHANGE IN TERMS OF

TRADE
American Continent . . . N 686 858 | 1,022
Other Non-Participating Countrles N N 408 588 772

TOTALS

From American Continent. . . . n.a. | 9165 | 8,463 | 7,718 | -7, 160
From other Non-Participating Coun—

tries . . . . . . . . ... ... na.|4702] 5037|5296 | 5,404

s Average of 1934-38.

b The figures given cover petrolecum products for which payment is made in United States
dollars. Petroleum products for which payment is made in currencies of the participating
countries are not treated as “imports from non-participating countries” even though the
geographical source is a non-participating country.

¢ The total imports include, in addition to the commodltlel specifled, equipment goods
covered by the Technical Committees.

a4 Approximate figure.
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All the figures in Table 7, including those for 1938 are at 1st. July 1947 prices.
The adjustment in this table for changes in the terms of trade is made for total
imports from each of the two areas only.

0. a.=not available neg.—negligible

Dollar- Earmng Markets

18. A fact of fundamental importance is.that the problem cannot
be solved unless conditions in American markets are such as will en-
able vastly increased exports from the participating countries to find
buyers. Furthermore, the traditional method in which Europe has
paid the American continent has been by an export surplus with the
rest of the world. It istherefore essential that there should be an ade-
quate flow of dollars to the rest of the world so that the participating.
countries and Western Germany may be able to earn dollars, net only
directly by their exports to the American continent, but also indirectly
by their exports to other countries.

CHAPTER 1V

THE PROSPECTS OF A PROGRESSIVE SOLUTION
OF THE PROBLEM

19. A balance sheet extending to 1951 becomes inevitably more con-
jectural each year. It would be meaningless to.give figures purport-
ing to prove that the dollar problem of the participating powers and
Western Germany would be solved as on the 1st. January, 1952, or
any other exact date. The problem is a continuing one and will con-
tinue to call for efforts on the part of these countries. The rhythm of
increasing production will have to be carried on so that the participat-
ing countries will grow and produce more and so need to import cor-
respondingly less, and will at the same time continue to increase their
production of goods for export. A number of factors will favour
their efforts. Long-term plans of increased production will begin to
give their full yield. As economic equilibrium is reached and inflation
is ended, goods will come out of hoard. As credit is re-established,
there will be an inward flow of both domestic and foreign capital, and
expendlture which is normally financed on credit will agam be financed
in that way.

20. On the other hand, the world considerations referred to in the
previous paragraphs will, as time goes on, become more and more
decisive. The solution of the problem will depend more and more on
the possibility of the participating countries earning dollars by the
sale of goods which they produce. Recovery will make it possible for
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these countries to increase continually their contribution to the re-
moval of the mal-adjustment of the production in the world which the
the war brought about. But the solution of the problem requires also
a contribution from the United States and other non-participating
countries in order to establish the trading basis of the world on a bal-
anced post-war footing, and to enable the participating countries to
pay for their essential imports by earning dollars through their ex-
ports both to the American continent and to other non-participating .
countries. It lies beyond the wit of man to prophesy the future. The
plan for concerted action by the participating countries is a plan to end
the immediate crisis and to move towards equilibrium. This involves
re-shaping the pattern of world production and world trade which is
at present out of joint. Given these conditions, the plan will succeed.
The exact date at which it will be crowned with success depends on
the history of the next few years which is still veiled from human
eyes.

ANNEX A

List oF CounTRIES REPRESENTED ON THE COMMITTEE

Denmark
France
Ttaly
Netherlands
United Kingdom

ANNEX B

Notk oN THE TERMS OF TRADE

1. For 1948, calculations of import and export values are made at
the prices ruling on the 1st. July, 1947. Any estimate of prices in
years subsequent to 1948 is inevitably of a very speculative character.
But some assumption has to be made, and an assumption that the rela-
tion between the cost of imports and the price of exports which existed
on 1st. July, 1947, will continue unchanged until the 31st. December,
1951 would not, of course, rest on a more solid basis than any other
assumption. ,

2. At the present time the prices which the highly industrialised

_countries pay for their imports are probably some 20% higher in
relation to the prices which they obtain for their exports than was
the case in 1988. .This arises partly from the distortion of world
production (which forces countries into high-cost sources instead of
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traditional low-cost sources) ; partly from the artificial price struc-
tures in some parts of the world and partly from a general world
upward swmg of prices of primary products in terms of manufactured
goods. It is reasonable to expect that the adverse effects of these
conditions on the countries concerned will gradually diminish.

3. F or 1949, 1950 and 1951, the assumptions made in this report
are :—

(a) that for exports, there will be no change in prices as compared
with those ruling at 1st. July, 1947

(b) that for émports, prices will be reduced as compared with 1st.
July, 1947 :—

in 1949 by 714 per cent

~ in 1950 by 10 per cent -

~in 1951 by 1214 per cent
4. The assumption that the prices of exports will be unchanged
and that the prices of imports will be reduced is made in order to
put the matter in a simple form. In fact no doubt the prices of both
exports and imports will vary ; but what matters is the relative change

in import prices and export prices.

ANNEX C

ComPARISON BETWEEN IMPORTS IN 1946 AND
IMmPORT REQUIREMENTS IN 1948

The import requirements of the partlclpatlng countries and West-
ern Germany_from the American continent.in 1948, namely, $9,200
millions, exceed actual imports in.1946, namely, less than $6,000
niillions, for the following reasons:— =

(i) In 1946, it was physically impossible to obtain many essen-
tial imports. The United Kingdom imports, for example,
were only 70% in volume as compared with pre-war, and
it was necessary to reduce stocks to a dangerously low level.

(ii) Prices in 1948 are assumed to be those ruling on 1st. July,
1947, which exceeded those ruling in 1946 by some 30% to
40% on the average.

(iii) Many countries, desperately short of coal, were forced to
cut down production and therefore needed less raw
materials.

(iv) .Many countries had acute exchange difficulties.

~ (v) In Western Germany economic life was at a standstill and
food imports were inadequate.
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ANNEX D

ExAMINATION OF IMmPORTS AND ExPorTS OF GOODS
NOT DeALt WitH BY TECHNICAL COMMITTEES AND OF
INVISIBLE PAYMENTS AND REcErPTS

1. Estimates of imports and exports of goods not dealt with by a
Technical Committee were made from replies to a special Question-
naire. The principal figures as regards imports are as follows:—

Total Imports by Participating Countries (excluding their Dependent
Lerritories) and Western Germany of Goods* not dealt with by

Technical Committees
(Millions of U.S. dollars)

T 1947 T 1948
Raw Materials:
Cotton . . . . . et e s e ee s e e e e e e 716 948
Wool . . . vt e e e e e e e e e e e e e e e 628 |- 788
Non-ferrous ores and metals . . . . . . . . . . . 855 1, 111
Soda . . . . . L L L e e e e e e e e e e - 24 25
Wood pulp for paper . . . . . . . e e e e e 200 . 218
Hides and leather. . . . . . . . . . . e e e e 328 422
Other . . . . . . .. s e e e e e e e e e e 1, 406 1,774
Total Raw Materials . o o o o o v o v v o v v .. 4,157 5,286
Other Imports . . . ¢ ¢ ¢ ¢ v ¢ ¢ ¢ ¢ o o o o o 3, 139 4,039
Total Imports . . + v & & ¢ ¢ ¢ & « & & . e e e = 7, 849 29 916

 Including imports into Sweden (553 in 1947, 464 in 1948) and imports into the French Zone of Germany
in 1948, not included in the analysis above.

The Table above shows the gross imports of goods not covered by
the Technical Committees. Since no division of these imports by
source of supply can be made, the figures include imports from other
participating countries; they therefore involve a good deal of dupli-
cation. The object of the Table is simply to show the relative im-
portance of the various commodities imported. ‘

Examination of Imports

2. In each case where imports in 1948 appeared to exceed in quan-
tity the imports in 1938 the figures were examined and inquiries made.
For France, for example, it was explained that 1938 was a year of
very low economic activity. In Italy, foreign trade was reduced by

762024°—47 9
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foreign exchange difficulties. In the Netherlands, again, a much
higher level of production is expected in 1948 than in 1938, when
there was heavy unemployment, while the population has increased
from 8.6 million in 1938 to 9.5 million in 1947 and is expected to
exceed 10 million in 1951. These factors mean that whereas, for
example, only 58,000 tons of raw cotton were imported in 1937-8,
imports in 1948 are expected to be 65,000 tons and in 1951 they are
estimated to rise to 73,000 tons. These are examples of a general
and natural tendency for import requirements, in conditions of full
employment, to exceed imports in a time of depression and unem-
ployment. ,

In Germany (Bi-Zone) imports of hides are expected to rise on ac-
count of the reduction in the cattle population, while imports of non-
ferrous metals are expected to increase because aluminum has to be im-
ported in place of bauxite ore.

The figures for wood pulp for paper making, were specially ex-
amined because of the world shortage of supplies of this commodity.
~ In view of the reduced export supplies available from European pro-
ducers (due to competing demands on timber, for instance, for pit-
props, and to shortages of raw materials and labour), and because of
the pressure on supplies in North America, it was felt that the re-
quirements submitted were in fact unlikely to be met in full. Accord-
ingly it was agreed to reduce over-all import requirements in 1948-51
by 20 per cent; this reduction in effect reduces the requirements to
approximately the rate of supplies available in 1947.

Examination of Exports

3. The estimates of exports to non-participating countries, other
than the American continent, as stated in the replies to the Question-
naire, have been increased by the following amounts :—

(Millions of U. 8. dollars)

1048 1949 1950 1951 -

200 300 400 500

This increase has been made for the following reason. It appeared
from the replies to the Questionnaire that in 1948 the exports which -
certain of the participating countries expected to send to other par-
ticipating countries exceeded the imports which those other countries
expected to be able to take from other participating countries by over
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~one billion dollars. = Figures for later years were not available, but
it is presumed that they would have revealed a similar discrepancy
on a larger scale each year. This means that, on the figures as given,
the countries concerned would be able to produce more goods for ex-
port to-other participating countries than they would be able to sell.
- Part of the discrepancy should be removed by the reduction of import.
restrictions as between the participating countries as the result of the
proposals made:in Chapter II of the Report of Financial Experts. A
_further p‘LI‘t of the goods produced for export should be able to find
a market in non-participating countries as the result of efforts to
direct exports towards those countries. As a result of such efforts,
it is estimated that the exports of the participating countries and
Western Germany as a whole to the non-participating countries can
be increased by the amounts specified above.

- Coverage of Returns

4. Questionnaires were sent to all participating countries and to the
Control Authorities in Germany. An estimate is also included in the
figures for the Balance of Payments of the Free Territory of Trieste.

Some of the replies to the Questionnaire on the Balance of Pay-
ments were incomplete. No reply was received from Iceland. As .
regards Turkey, see paragraph 5 below. No figures have been in-
cluded for these countries in respect of their imports or exports of
commodities not covered by the Technical Committees, or in respect
of their invisible payments or receipts.

Some countries were unable to provide a division by currency areas
of certain items in their balance of pmyments In these cases, the total
has been divided by currency areas in the same proportlon as the aver-
age for all participating countries.

The Swiss Government was unable to prov1de any figure for its pay-
ments or receipts on invisible account, but reported that its net income
from these sources approximately offset its deficit on visible trade.
Accordingly, no net deficit has been assumed for Switzerland.

"'The Portuguese Government informed the Conference that unless
an abnormal drain of dollars takes place as a result of the relatively
free monetary and trade policy hitherto pursued by the Portuguese
Government, Portugal has sufficient dollars for the necessities of its
economy in the immediate future.

5. The following summarises figures given by the Turkish Govern-
ment of Turkey’s estimated Balance of Payments, 1948-51.



k]
126 COMMITTEE OF EUROPEAN ECONOMIC. CO-OPERATION

T u’r'key _
Estzmated Balame of Payments 1948461

(Millions of U.8. dollars)

1948 1949 1950 1051

"Imports £.0.b. + 4 4 4 e 0 e e 0. 422. 4 | 448.9 | 468.9 465, 2

Exports. « « v v v v vie vt e e 0 223.2 | 283.6 323.2 380.7
Deficit on Visible Account. .. . . . . . 199. 2 165. 3 145. 7 84.5
Deficit on Invisible Account. . . . . . 12. 4 6.1 ‘3.9 (Gunplus) 2, 0

Total Deficit . . . . . . . .. 211.6 |- 171. 4 149. 6 82. 5

"Owing to the slowness of communications between Paris and
Ankara and the shortness of time available, it was not found possible
by the Turkish Government to estimate imports and exports from the
American continent separately from total imports and exports, nor
to give separate data relatlng to goods not dealt with by the Technical
Committees.

ANNEX E

ESTIMATE OF BALANCE OF PAYMENTS OF THE PARTICIPAT-
ING COUNTRIES (EXCLUDI‘\TG TaEIR DEPENDENT TERRI-
TORIES) AND WESTERN GERMANY With Non-PArTICI-

PATING COUNTRIES
(Millions of U.S. dollars)

- Imports T Exports -~ '-i\fct
— - — BalaInce C’I‘otal
Tech. Total | Tech. ’I‘ota] onln- | Current
. Other Other . visible | Balance

Ct%ees. Goods | Im- | Cttee. | gooag| BX- | 4eiount|

ports Goods ports

(1) With United States :
1948, . ... .. ... 3, 852(2, 074/5, 926 66] 782 848 —558( —5, 636
1949. . .+ . . . . .[3,219]1, 71114, 930 - 89|1, 020[1, 109| —450| —4, 271 -
1950. . « . o o . . .[|2,727|1, 5324, 259 109|1, 120|1, 229| —250| —3, 280
1951, . . . . . . . .]|2 379|1,405|3, 784 109|1, 3751, 484| ,—325| —2, 625

. , —15, 812
(2) With Rest of Ameri-
can Continent .

1948. . . . ... .. 2,027|1, 212(3, 239| 187|1, 1241, 311| —16| —1, 944
1949. . . . o . . . .|2 223[1,310/3, 533  240(1, 4751, 715| neg.| — 1,818
1950, « « o o o o o .[|2,131]1, 328|3, 459|- 364|1, 775|2, 139 25| —1, 295
1951, . & . . . . .|2,048|1, 328/3, 376 436/2, 025(2,461| neg. —915

—5,972
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E'stimate of Balance of Payments of the Parthpatzng Counitries (Ex-
cluding Their Dependent Territories) and Western Germany With
Non-Participating Countries—Continued '

(Millions of U.S. dollars)

Imports Ekports Net A
P, T || o,
ch, Total | Tech. ’l‘ota! )
| | e | g e Pl i
(3) With Total American
Continent
(1+2) | |
1948. . . .+ . . . |5, 879(3, 286|9, 165| 253(1, 906|2, 159| —574) —7, 580
1949. . . .« o . . . 5, 442|3, 021(8, 463 329|2, 495|2, 824 —450| —6, 089
1950. . . . ... . . .|4,858(2,860|7, 718 4732, 8953, 368| —225| —4, 575
1951, . o . . . . |4, 427)2, 733|7, 160 545 3, 4003, 945| —325[ —3, 540
: C —21, 784
(4) With other Non-Par-
ticipating Countries
1948. . . . . . ... 2,491(2, 211|4, 7021, 007|3, 290|4, 297| +384| —21
1949. . . . . . . . .|2,903|2, 134(5, 037|1, 2513, 730/4, 981| + 500 +444
1950. . .o . .. . |3, 134|2, 1625, 296|1,.733(4, 230|5, 963| +550| +1, 217
1951, . . . . o . .. 3, 244)2, 160|5, 404(2, 081|4, 735|6, 816 -+625| +2, 037
+3, 677

neg. =negligiblel

- The Table above has been drawn up on the following basis :—

(i) Technical Committee Goods: qures supplied by Commit-
tees for each year;
(11) Other Goods: Not all countries have provided estimates of

their imports and exports for the whole period 1948-51.

To

reach total estimates, it has therefore been assumed :—

(a) that fotal imports and exports of all participating
countries will change in the same ratio as the total im-
ports and exports of the countries which have given

* estimates for 1949-51: Austria, France, Greece, Italy,
Netherlands, United Kingdom, Germany (Bi-Zone)—
which together account for nearly 75% of the total
imports and exports of the participating countries;

(b) that the geographical distribution of imports and ex-
ports of all participating countries will change during
1949-51 in the saime proportions as the estimated dis-
tribution of the imports and exports of those countries

’

which have provided estimates for those years.
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(iii) Inwisible Items: The net balance with each currency area is
assumed to change from 1948 to 1951 in the same ratio as-
the net'balance of the countries which have given estlmates
for those years.

, ANNEX F |
NET SurpLus (+) or DEricit (—) (INcLupiNG ALL Cowm-

MODITIES AND INVISIBLE ITEMs) oF DEPENDENT TERRI-
TORIES WITH ALL NON-PARTICIPATING COUNTRIES

" (Millions of U.S. dollars)

Belgian British Dutch French

(1) With United States 1. ‘ -

B n. a. +150 n. a. —125

1949 . .. . . e e e e e e e s “ 1. 4150 “ —113

1850 . v 4 v 6 4 e e e e e e o +175 “ —69

1951 . . . . . . . oo L., “ -+200 . “ —13
(2) With Rest of American Continent o

1948 . . . . . . . ... .. . “ —40 “ —17

1949 . . . v o v o oo e .. “ . —40 - —15

1950 . & 4 v e e e e e e “ —40 “ —8

1951 . . . .. L oo .. «“ —40 “ - —4
(3) With Total  American Continent

T (142 _ : : : . ]

1948 . & v v v h v e e e e —23 +110 —400 —142

1949 . . 4 v 4 v e e e e e —24 +110 n. a. —128

1950 . . o v 0. . e o—25 ) +135W —77

1951 . . . . . .. ... . —25 +160 “ —17
(4) With other Non- Partxcxpatmg Coun-

tries N :

1948 . . v v v v Ve e e e . - —4 —200 “ —15

19499 . . . . . o0 e oo | —5| =210 “ -3

1950 . . . . . . .. e 4 —5 —220 “ +5

1960 . . . . . ..o .. —5 —230 | - +10
(6) With all Non-Participating Countries

3+4) N , :

1948 . . & L o v e e e e e . —27 —90 “ —157

19499. . . . . .. e e e e e —29 —100 ‘“ —131

1950 . & v & 0 0 0 e e e . —30 | —85 «“ —72°

1951 . . 0 v 0w w e e e e —30 —70 “ -7

The figures above for French territories refer to visible items only. All invisible items in the Balance of
Payments of the ‘Franc Zone’ are attributed to Metropolitan France.

The Netherlands Government feel unable to make estimates for the period 1949-51.

n. a. = not available. :
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INTRODUCTION

1. In financial and monetary questlons, European self-help and Eu-
ropean co-operation have a particularly important part to play These
questwns will be considered under three aspects

(¢) Internal financial and economic retorms,

(%) The relaxation of trade barriers between European countries
by making one Europeanr currency transferable into other
European currenc1es,

(%¢) The progressive realisation of stable econormc equilibrium,

9. As will be explained later in this Report, all ass1stan<,e to be re-
ceived from the United States under any heading will, if handled in a
proper way, further the measures which the European countries them-
selves will take towards internal financial and economic reform. The
proposal to make one European currency transferable(?) into other
European currencies will not need additional American assistance, but
will need the arrangement, in an appropriate manner, of American
assistance in respect of the deficit on current account of the participat-

(*) The term “transferability” is used to denote the possibility under certain
conditions, of exchanging one European currency into another European currency.
In Chapter II of this Report, the term “conversion” is used to denote the exchange
under certain conditions of a currency into goid or United States dollars. In
Chapter ITI the word “convertibility” is used as it is defined in paragraph 20 (i)
of_that Chapter.
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‘ing countries and Western Germany with the rest of the world, which

will remain after these countries have made the maximum efforts of
production and co-operation. The progressive realisation of stable
economic equilibrium within a reasonable period will not be possible,
unless supplemented by American assistance given for that purpose.

CHAPTER 1

INTERNAL FinaANcIAL AND Economic RErForms

3. In a number of countries the most pressing need as a first step
towards economic stabilisation is to restore order to public finance and,
on this basis, to achieve a stable and satisfactory price, wage and cur-
rency structure. It is a matter for national and not for international
or external decision by what measures this object is to be achieved.
The Declarations which a number of Delegations have mflde on this
sub]ect are appended to this Report.(?)

4. But though this is a matter of national pohcy and national deci-
sion, it is also a matter of European importance. Without the progres-
sive realisation of such reforms, where they are required, the eco-
nomic recovery and stabilisation of Europe and the ultimate converti-
bility of European currencies cannot be achieved. :

5. The participating countries will not be justified in asking
American assistance unless it is their firm intention to realise such
reforms, where they are needed; nor without such reforms would
American assistance achieve its purpose. American aSsistance must be
used in a constructive way to further such reforms.

6. American assistance constitutes, during the years in which it is
received, an-addition to the national income of the recipient country.
It must be used as a stepping stone towards recovery. It must,in short,
be used in such a way that at the end of the period national income in
the widest sense will cover national expenditure without further
special external assistance.

7. American assistance should, to the maximum extent possible serve
to reduce inflationary pressure where it exists. For example, the local
currency received by any government concerned as. the result of such
assistance which directly or indirectly takes the form of imported
goods, should be used, as circumstances make it appropriate, to put an
end to the recourse to Banks of Issue to cover budget deficits, to repay
advances already received from Banks of Issue, or to reduce the resort
to other inflationary budget practices. In so far as American assistance
makes it possible to incur new public expenditure, without undesirable

(*) These Declarations are printed in Volume II.
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inflation, such expendlture should preferably be dlrected to productlve
purposes. :

‘8. American assistance which takes the form of strengthenmg a
country’s depleted gold or foreign exchange resources as proposed in
paragraphs 20 and 22 (é) should play an important part in internal
financial and economic reform by creating or maintaining confidence
in national currencies and thus promoting the stability of those cur-
rencies. The confidence so created should also facilitate internal sav-
ings, which in turn have a stablhslng effect on the national economy
under present circumstances.

9. The Committee accordingly recommends that the Committee of
Co-operation should take note of the declarations made on behalf of a
number of governments on the subject of internal financial and eco-
nomic reforms, and of the firm intention of those governments to
realise such reforms. -

CHAPTER I

INTER-EUROPEAN PAYMENTS ARRANGEMENTS

10. The present section deals with the problem of how to enable
Eiiropean countries to develop trade between each other so far. as
_this result can be achieved by making inter-European payments agree-
ments more flexible; and the problem how to meet, in gold or dollars,
deficits resulting from such trade in so far.as these deficits exceed
the credits provided for in these payments agreements.

11. The system * which we are about to describe is-an essential step
towards establishing a more liberal commercial policy within Europe. -
It will enable countries, within the limits of what they can afford to
import, to reduce barriers to inter-European trade, and to develop
this trade at-a higher general level and more on the multilateral basis
which is the objective of the proposed International Trade Organisa-
tion. This system cannot achieve its object unless it is accompanied
by the progressive relaxation, and eventually the complete abolition,
of quantitative restrictions due to balance of payments difficulties and
to exchange restrictions due to such difficulties—at any rate for all

. transfers which correspond to payments for current transactions.

The practical importance of the proposals described below will be
determined by the extent to which they will enable the European
countries to liberalise trade between themselves,

1The remarks contained in the following paragraphé do not necessanly all
apply to the payments agreements concluded with countries whose currencies are
convertible, .
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*.12."The principal obstacle to the development of inter-European
trade lies in the insufficiency of European production, but the posi-
tion is aggravated by certain defects inherent in the mechanism of the
payments arrangements now in force. Trade between European
countries is organized to-day by bilateral agreements, which gener-
ally provide for settlement in gold or in convertible currencies of the
debit balances in excess of the credit. margins granted under these
agreements. These agreements have proved useful in so far as they
make it possible to surmount the basic difficulties due to insufficiency
of production and to weakness of currency and gold reserves. But
owing to the limited possibilities of combining these various agree-
ments most countries are anxious to make sure that the transfers be-
tween each pair of the European countries concerned reach an exact
balance in order to economise their gold and foreign exchange re-
serves. This deficiency in the system of bilateral agreements has
contributed, to a certain extent and in cgrtain cases; to hamper and
distort the development of trade. .
13. Clearly, therefore, these defects should be corrected in order
that countries which now have a surplus production, or which as-
the result of American assistance will in future have a surplus pro-
duction, should, as the result of greater freedom of international
trade, be able to place their export capamty at the disposal of coun-
‘tries which can make use of it.
:14. This object could be attained through the more efficient utilisa-
tion of exchange reserves, if each country could set off debits against
“credits by means of the transferability of European currencies be-
tween each other. The transferability of European currencies would
permit a country which has a credit in itS relations with another
country to use it to settle a debit resulting from current payments
to a third country. A set-off of this nature would reduce to a mini-
mum payments in gold and convertible currencies which at present
European countries are generally reqidired to make to settle the bal-
ances which occur periodically owing to the working of bilateral
agreements. This system would make it possible to abandon the
existing procedure for a bilateral balance of trade, and to deal only
with the disequilibrium of the trade of a given country in relation to
other countries of Europe taken- together
~15. The transferability of currencies requires the consent of the
country which accepts the currency and also of the country whose
currency is transferred. ‘Possibly, as a first step, this consent might
be given in each particular case, but in order to make transferability
really effective, it is necessary that the practice of transfers should
be generalised by the conclusion of agreements between the countries
concerned. »
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’

_ 16. Transferability as described above must ultimately rest on the
principle that the amounts owed to a country in excess of the margins

provided for by payments agreements should be convertible into gold

or United States dollars. This possibility of conversion is essential,

for, if (as is assumed) certain European countries are in a debtor
position towards other European countries as a whole, other countries
must necessarily have a creditor position. The creditor position which
they build up in relation to European countries as a whole, is generally
" accompanied by a debtor position in regard to extra-European coun-
tries, and it is therefore essential to allow them to mobilise their credits
in Enrope in order to enable them to discharge their debts outside
Europe. This conversion should of course be arranged in such a way
as to reduce to the greatest possible extent the necessuty to utilise gold

and dollars.

17. The Financial Committee recomimend that steps should be taken
to work out the technical detalls of this system. Accordmgly, they
recommend that a meetlng of experts should be arranged in London
on the 22nd September next.

18. Assuming that adequate American assistance is received in re-
spect of the deficit of the participating countries taken as a whole,
this system does not require any net addition to such American assist-
ance. It does, however; require that American assistance should be so
arranged as to provide an adequate guarantee for the conversion of
the amounts due in excess of the credits provided for in the payment
agreements. A portion of the assistance should be set aside for this
purpose; and should be calculated, in the case of countries having net-
deficits towards other participating countries as a whole, on the basis
of those deficits. N

19. The Committee accordlngly recommended that the Committee
of Co-operation should—assuming that the American assistance will
be available—decide to adopt the Proposal in regard to payments
arrangements between the European currencies made by the Delega-
tions of Belgium, the Netherlands and Luxemburg, in the form set
out in'this Chapter, and to approve the recommendatlon made to work _
out the technlcal detalls of this proposal.

CHAPTER IIT
'THE ULTIMATE OBJECTIVE

20. The ultimate objective that the countries concerned seek to
attain is to restore a satisfactory equilibrium in the European eco-
nomic structure and, in particular, to put an end to the difficulties
which result from the Balance of Payments deficits of European
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countrles, both between themselves and between them and the rest of
the world. :

Progressively, in proportion as such equilibrium is attained, it will
be poss1b1e to achieve:

"(7) the abolition of the quantitative restrictions due to payments
difficulties which at present 1mpede the exchange of goods
and services;

(¢#4) the abolition of exchange restrictions, at any rate for all
payments relating to current transactions, and of barter
transactions and “private compensation”;

~ (4é3) the re-establishment of the convertlblhty of currencies be-
tween central banks; for this purpose convertibility means.
that the amounts of the currencies acquired in payment for
current transactions may be converted into any other cur-
rency for the purpose of payments for current transaction.
Some of the European countries have already realised such
" convertibility ; others are near to doing so; others are, as
yet, far from doing so. The first group should be enabled
to maintain this effort, the second to pass from inconverti-
_ bility to conver tlblhty, and the third to realise progressively
the condltlon of convertibility.

21. The restoration and stabilisation of the European economy
require :—

(¢) monetary reform (assainissement) based on the restoration
of equilibrium in public finance where such reform has not,
already been attained, as set out in Chapter I;-
() the expansion of production in order to bring it up to a
satisfactory level of consumption and investment;
~ (é#4) The re-establishment of equilibrium in the balance of pay-
i ments at a level facﬂltdt]ng a greater volume of trade and
greater freedom in the movement of persons.

These three phenomena are inter-related, and reform and stabilisa-
tion'can only be achieved by progressive and systematic measures in
all three fields.

22. Such reform and stabilisation depend primarily on an internal
effort by each country concerned with the object of achieving increased
trade and production on the basis of sound finance and currency.
But recovery can be greatly accelerated if it is supported by inter-
European co-operation, as explained above, and by American assist-
- ance. In this connection:—
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() it -is essential for the part1c1pat1ng countries to receive the
resources necessary to meet the d1sequ1hbr1um of their bal-
- ances of payments, which will remain after they have made

~ the maximum efforts of production and co-operation;
(%) it is not less essential, that special additional assistance from.
~ the United States should be devoted to promoting the suc-
cess of ‘the measures taken by the countries concerned to
stabilize their economy and finances. American assistance
would also enable the participating countries in due course

‘to establish the convertlbﬂlty of their currencies.

. 23. The assistance provided for in paragraph 22 (i) ‘above should .
be calculated on the basis of the resources which each country con-
cerned needs; to stabilize its economy and its finances, and to make
its money convert1ble in due course, or to maintain its convertibility.
It might, for certain countries, appropriately be fixed at an amount
equlvalent to the quota of the country concerned in the International
Monetary Fund with corresponding amounts for countries which are
not members of the Fund.

. 24. The Committee accordingly recommend that the Committee of
Co-operation should—assuming that the American assistance will be
available—invite the countries concerned to place on record their
- decision to aim at making their currencies convertible, afte1 the neces-
sary conditions have been fulﬁlled

e

ANNEX

COUNTRIES REPRESENTED ON THE COMMITTEE OF
FINANCIAL EXPERTS

Austria - , Luxemburg
“Belgium , ' Netherlands
Denmark : ~ + Norway
France - Portugal
. Greece Sweden.
Iceland: ' Switzerland
Ireland , Turkey

Italy : ~ United Kingdom



CONVERSION TABLES FOR
MEASUREMENTS

Table 1—Length w

U8 ah s | Kilometers (km) || U.S. Miles (mi) | ilprmeters .

1 1. 609347 0. 621370 1

2 3. 218694 1. 242740 2

3 4. 828042 1. 864110 3

4 6. 437389 2. 485480 4

5 8. 046736 3. 106850 5

6 9. 656083 3. 728220 6

7 11. 265431 4. 349590 7

8 12. 874778 4. 970960 8

9 14, 484125 5. 592330 9

Table 2—Area

Acres (acre) | Hectares (ha) Sq&%‘:enﬁiles Igg;‘:;ge(]ég%')

1 0. 4047 1 2. 5900

2 0.8094 || 2 5. 1800

3 1. 2141 3 7. 7700

) 4 1.6187 || 4 10. 3600

5 2. 0234 5 12. 9500

6 2. 4281 6 15. 5400

7 2. 8328 7 18. 1300

8 3. 2375 8- 20: 7200

9 3. 6422 9 23. 3100
2. 471 1 0. 3861 1
4. 942 2 0. 7722 2
7.413 3 1. 1583 3
9. 884 4. 1. 5444 4
12. 355 5 1. 9305 5
14. 826 6 2. 3166 6
17. 297 7 2. 7027 7
19. 768 8 3. 0888 8
22. 239 9 3. 4749 9
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Table 3—Weight

Avmrdsl.xpois Kilograms | Short tons 1 Long tons | Metric tons

2240 1016. 05 1.12 1 1. 01605

4480 2032. 09 2.24 2 2.03209

© 6720 3048. 14 - -3.36 3 3.04814

8960 .4064.19 4.48 4 4. 06419

11200 . 5080.24 | 5. 60 5 5.08024 "

13440 6096. 28 6.72 6 6. 09628

15680 7112.32 | -7.84 7 7.11232

17920 © 8128.38 8.96 T8 8.12838

20160 9144. 42 10.68 9 9. 14442
. 2204. 62 1000 1.10231 0. 98421 1
- © o 4409..24 2000 o . 2.20462 o 1,96841 2
6613. 87 3000 3.30693 2. 952|62 3
. 8818:.49 4000 4. 40924 3. 93683 4
11023.11 5000 5: 51156 4,92103 5
13227.73 6000 6. 61387 5. 90524 ]

15432, 36 7000 7.71618 6. 88944 7 .
17636. 98 8000 8.81849 . 7.87365 8
19841. 60 ~ 9000 -‘ 9. 92080 8.85786 9
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