














Swiss Imports
(In millions of francs)

CONFIDENTIZL

Commodity 1928 1943 194,
Mineral products 165.5] 228.L4 160.7
Iron ore, pigs, hardware tools,
machine parts 120.0f 178.1] 1322,
Cereals, legumes, and products 179.7f 172.6] 101.3
Groceries, etc. 63.0{ 1h41.1] 100.3
Fruits and vegetables 82.7( 111.7 87.3
Chemicals aL.1| 110.8 85.7
Seeds mnd plants 37.% 89.2 L7.1
Beverages 36.6] 11L4.2|  45.5
Muchinery, etc. 714 5.6 3%,2
Tobacco 17.3 29.0, 30.2
Lubricating sreases 26.0 38.5 27.9
Total 89L.0[1,268.6] B51.8
All other imports 712.9] 458.5| 33..1
Grand total |1,606.911,727.111,185.5
Swiss Exports
(In millions of frencs)
Commodity 19%8 1943 190
Watches, clocks, and parts 41,3 337.8| 303.4
Silk products 87.11 116.7] 169.l4
Muchinery 205.9] 312.%] 136.8
Herdware, tools, end mechine
perts of iron and steel 52.8] 148.32 580
Fharmaceuticeals 63.6] 101.1 83,3
Instruments end apparatus 57.0] 158.2 78.5
Coanl tar dyes 8.3 53.1 5L G
Embroideries und other manu-
factures of cotton 109.1 55.6 ‘38,0
Chemicels 51.4L| 120.3 31.8
Lluminum 73.2 Llyoly 3147
Vehicles 31.0]  35.5( 17.9
Totel [1,058.711.0L03.6[1 5001
411 other exports 259.9] 145.3] 127.7
Grend totel |1,316.6[1,628.9[1,1%1.8
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The war years czused en accelerwction in the export of
wotehes which constitutes by far the largost oxport item, amounting
tc about 27 por cont of totel cxports in 194k, ebout 21 per cont in
1943, os compered with about 18 per cont in 1938, Figuros for tho
arbroidory end cotton industry show & deocided drop in valuec, the 19LkL
oxports emounting to only 28 million francs, as compered with %6 and
1C9 million in 19&3 end 19%8, rcspectively. Anothoer industry, the
mechinery industry, fell from an oxport total of 312 million in 1943
te 139 million in 194}, as compered with 206 million in 1933, Hard-
wero, tools, &nd mechino perts is another cxport item which shows &
drop from 148 million in 1943 to 58 million in 194k, while in 1938 it
emounted to 53 million. Chemicals dropped from 120 million in 19432
to only 32 million in 194k, ns comparod with 51 million in 1978, &
lergo decroase moy be noted alse in cxports of instrumonts cnd eppera-
tus which daclined from 158 million in 1943 to only 78 miliion in 19,
A surprising increase ovor 194% cnd 1938 occurrcd in silk produets,
which in 194l amounted to 169 million frunes, compared with 87 million
francs in 1938 and 117 million frenes in 1943, The grectost pert of
silk oxports wont to Gormany and Swedon, although the United Stetes
&8s well ¢s some othor countrics (chiefly Hungary, Rumenic, Dommerk,
and Iren) importoed fulrly largo omounts of Swiss silk products.,

During the wor, whon Switzorland wos cut off from her normal
trade rolations with ovorsoss countries, sho hed to dopend on Continontal
countries for most of her imports as well as her exports. Gernany, which
in 1938 had supplied Switzerlend with over 23 per cent of her imports,
Pluyed an even more important part in 1943 end 19, Taus, in 1943,
Sw.ss imports from Germeny of 532 million froncs sccounted for 31l per
cent of the totel, while in 19LL imports of L3% million frencs ascounted
for 37 per cont of total imports. TImports from Frence, which in 1938
were 229 million, fell to 57 million in 1943 and to 28 million in 19L4.
A decided drop is to be noted in imports from the Unitod Statos which
dropped from 125 million in 1938 to 56 million in 1942 and to 21 million
in 19L4. No date cro aveileble on imports in recent voers from tho
Unitod Kirgdom, but in 1938 thoy omounted to 95 million froincs. Imports
from Canada incrcescd from 2 million frenes in 1928 4o 80 million frencs
in 1943, but during 194} they dropped to 1l million franes.

Gormany wes the most importent customer for Swiss oxports,
Exports to thet country, which in 1928 rmountod to 206 million frencs
(1& per cont of the total), inercesed in 1943 *o 598 miilion frenes
(37 poer cont), end during 194} foll to 29 million frenes (26 nor
cort). Exports to France declined from 121 million in 1938 te 51
million in 1943 and to 23 million in 19l Exports to Groct Brituin
eleo showed & decided deerouse, falling from 148 million in 1938 +o
%26 million in 1943 end to 3l million in 19Ll. It is intorssting to
note that during 19&5 and 19LJ, exports to the Lxis-controllasd countrivs,
such as Denmurk, Hungery, cnd Rumanis, showed notablo incroases ovor
the figuros for 1938, Exports to Sweden wlso increascd considerebly,
rising from L1 million france in 1938 to 108 million ard 159 miliion
in 1947 and 1940, rospectively. Despite shipping difficulties, oxports
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to the United States show a considerable risc from en smount of g1
million in 1938 to 153 million in 1943 &nd 141 million in 19, of
this emount, approximately 100 million consisted of wetches and parts.

Since 1917, the Swiss trade brlence hes shown o considcrable
import surplus. After tho outbrosk of tho war, howover, this surplus
hes shovm o tendency to decroase, foelling as low &s 98 milliocn ot the
erd of 1943 eord to only 5l million ot the end of 1944,

The post-wer outlook for Swiss internctional trrdoe is FEALS
certain. Most of the European countrios heve beon dovestethod by
almost six yoeers of war and thair purchasing power his boon drastically
reduced. The indox for Swiss cxport prices for the second quarter of
19ll; stood at 206 (1938 = 100), while the indox for import pricos for
the same period was 228, Swiss intornationsl trede rolations soam tn
dopond on threo factors: (1) ro-establishment of tronsport facilitios;
(2) stebilizetion of currcncies; ond (3) csteblishmont of low import
quotes ond toriffs. Until Zuropoen countrics will heve bcon rchabili-
tetod end will bo eble again to tuke thoir nlaccs in the import s woll
s oxport markets, Switzerland mey heve to dopond to a groat oxtent on
trade with oversees countrics both as sourccs of row materials end as
nerkots for Swiss products. It is folt that temporery Govermaent
swoervision end the roguleation of imports and cxports moy have to be
coatinuod in the immedianto futuro.
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Economic Developments in Liberated Yugoslavia J. Herber®: Murth

The end of the war in Europe left Yugoslavia one of tho most
devastated parts of the continent. The Germans dismembercd the country
immedietely after its occupation in the spring of 191. Thoy divided
the most advanced rogion, Slovenia, botwoon the Roich and Itely and
guve Italy edditionsl torritoriocs bordering the Adriotic Soe; thoy
cwarded fortile purts of the Vojvodina to Hungery end most of Macodonia
to Bulgerie; thoy instellcd puppet administrations in Croetis, which
thoy mede o nominclly indepondent stite, wnd in whot remeined of ferbic,
Tho Germans oxpolled o great purt of the Slovéne population of the arca
incorporated into the Reich. The Iteliens, Hungarians, and Bulguricns,
el though perhaps not quite so ruthless s the Gormens, alss rulcd their
portions without respoct for the rights of the Yugoslov population.

The Croet puppet edministreation weged o eompeign of oxtorminetion
cgeinst non-Croat olemonts, cspecially Scrbs and Jows, and lator fought
the pertisans of Murshel Tito in o civil war morc sevege and devestating
thun cny the country had proviously oxzpericnced. The Sorb puppet ade
ministrution wes harresscd from tho buginning by the Gormen occupetion
authoritics, who cxploitcd the country shemclossly, and et the sume
timo by the "ehetniks" of Genorel Mikheiloviteh who fought the Gorman
invedors, tho Serb .nd the Croat puppct administretions, and tho Croat
partisens, «ll ot once. It hes boon estimatod thet rbout onc-tenth of
tho entire populution of Yugoslavia, or more thun one nillion men,
wonen, and childron, wore killod during the four yours of war. Under
thosc circumstancos, tho country's cconomic life wes roduced to & pro-
eopitelistic lovel. Tho pousants, who fortunutoely represont cimost
four-fifths of the totol populution, continued to cultivate their ferms
and to produce ot least cnough food for thoir own subsistoncou. In the
largor citics, the occupation armies end puppet administrations maonngod
to meintein o semblance of ordoer. Apert from thet, howover, cconomic
conditions worv chaotic, with o comploto broekdown of production snd
trensportution.

Liberation did not chenge the situction fundamentelly., Even
since the formal reconciliation botwesn Marshel Tito cnd the Yuzoslev
Govormment-in-Exil e=--which for many yoers had supported Gonorel Mik-
hzilovitch--the strife botweon Crosts and Scrbs, purtisans and choetniks,
communi sts gnd enti-communists, fascists ond anti-fescists, hus beon
going on. Definite cleshos erc now on 4 smouller scole and tho pro-
ponderence of powor cloarly rests with supporters of the now Govormoent,
New difficulties heve beon cdded, however, ¢spccially by tho forcipn
policy of the Govermmoent whiech hoe embroiled the country simul tencously
with tho Western Allies, Itcly, Grocee, ond fustria. Beonomic recon-
straction would probebly heove progrossed morc ropidly in o calmor
etmosphore,

At the timc of liberation, inflation was elroady in full
swing both in Crontie and Scrbia. In Croatin, *the note circuletion
incroesed from 7.5 billjon kunce in April 1941 +to 97 billion in
Soptombor 1941, 149 billion in Decombor 1941, cnd over 250 billion
in ey 1945 (final liberation of Croatic). Most of this increese Wes
duc to the defieit spending of the puppct wdninistration, cspeeially
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to the cost of the civil war; about 29 billion (as of December 19L4)
represented "clearing claims" egainst Germany, i.e., direct com-
tributions to the German war offort., Prices went up 20 to 110 times
during the period of occupation. In Serbia, note circulaticn increased
from about 7 billion dinar to L5 billion betwecn April 1941 end October
1944 (liberation of Sorbia); Scrb "cleering claims" ageinst Gormeny

and German-dominated countrices rouched 13.5 billion dinar. This sum,
however, constitutos only o fraction of the Serb contributions to the
Gorman war offort; in contrast to Croutic, which was trontcd ny the
Gormens as on "ellicd" country, Serbia was subjectod 4o wholescl
looting, which included tho removel of entirce industrinl plents.

Prices incroased 12 to 19 timos; the smeller rutc of inercasc cone
formed to the smaller degroe of curroncy cxpension. In purt, ot

loast, this wes paradoxically duc to the moro hostilo abtitude of tho
Gormens:  the Gormans took from Serbio as much or morc then from Croutie,
but they flooded the country with less peper monzy because thoy did not
"pey" so well.

Aftor liberction, the partisans c:ntinucd to finrnco their
czponditures by meons of ineronsing tho noto cireculstion boosuse of
tho brockdown of the edministrotive mechinory of the country. By Hay
1945, the note circulation in Sorbis had rowched mcre then 70 billion
dinar. The budget deficit for tho socond quarter of 1945 wes ostincted
cificially ot only 15.5 billion dinar, but the rapid inecrecse in the
noto cireculution (elmost & billion ver month in Sorbic slonc) shows
thet this figurc is far tco low. The deficit is caused oxclucively
by expondituros for "defense", which wecount fur gbout onc-he
govoermmont oxpenses. Tho Govermment hes continued the high tox retes
imposed by the invaders, which fell largely upon business ontor
end selerics, but o tex reform is expoctod in the nocr futurc. This
roform will raise rethoer than lower the total tox burden, but cs long
&8 busincss does not rccover, it is dsubtful whothor any tex systen
can wipo out the deficit. .

The conversion of the cccupation curroncios inty o now dinari/
hed the purpose of bringing the circulation beck to the lovel of 1939,
Teking os o busis tho figurcs quoted sbove, the conversion rotos woro
choson in such e way es to reoducce tho circuletion in Sorbig - %5
biilion new dinar, and in Croatin to about 2 billion. Since thoso two
ercas accounted for about two-thirds of the entire country, &nd the
rotes for conversion of currencics in the othor parts worc choson even
lower then those for Crostie, the total new cireculetion would not heve
oxsocded the figure of July 1939 (8.2 billion diner) oven if 1l occcu-
pation moncy had been cxchanged. fetuelly, tho amount oxchenged wes
far smeller becauss of the limitations imposcd upon individual con-
vorsions., The differcncoe mey be used by tho Government for fireneing
tho doficit during tho coming months up to the timo when the new toxos
cen ccme into forco,

l/}Seo Revicw of Forcign Dovelopmonts of April 30, 19.5, p. 7, end of
July 9, 1945, p. 3.
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The Govermnment doclared et the timo of the currcncy con-
version thet its mein purpose was to lower tho price and wrge levol
to the 1939 level. As was to be cxpocted, this goel hus not beon
reechod. Even if the now circulation had boon roduced to holf of the
1939 figure, tho upwerd pressurc on prices would have continucd sineco
production huas declined, and tho gonorel distrust of the monctary
pclicies of tho Govermment has substentielly increuscd tho velocity
of' circulation. Morcover, tho Govermment, in order to gain the good
will of wage carnors, has fixed woges &t ebout four times tho 1939
level, or (in terms of tho old curroncy) at ebout six timeos the 1ovel
of Merch 1945, Salarios havo been fixed considerably lower, but priccs
«re oven higher then would correspond to tho riso in WOLES

Commercinl benking is et a complote standstill., Under the
Germen occupation, practicelly the ontiro businoss wus concentreted
with Germen-controlled institutions, c¢xcept for a few surviving Croat
banks. The currency conversion hes reduced tho balunce sheot totels
end ospeciclly tho capitcl of all commoercial benks to negligible
amounts. The Notional Bank of Yugoslavia wos dissclved by the Gormuns
end roplaced by seporete "puppet" contral banks for Sorbia end Croatie.
Roportedly, it has been revived, but its status is unclear and its note
privilege hes beon transforred to the Govermmont itsolf. It is assumed
that the Govermment intends to roplace oll privetc banks by govermmont
institutions. '

Agricultural production was hempercd, first by the reluctencs
of formors to produce morec then necessary for their ovn conswaption
because of their inability of purchasing industriel zoods for the
noncy they recoived; ond secondly, becauso of the physicel lossos and
tho doterioration cwused by tho occupetion wnd the oivil wer. Losse
of livestock vary from 20 to 75 per cent, and those losses heve
seriously affected the productivity of tho soil, which uscd to depond
chiofly upon livestock monurc. The Govermmont is onxious to promoto
collectivistic ferming methods. Since theso methods, howevor, con-
flict with tho traditional Yugoslev femily tonure of homcstoeds, the
only puart of the country whore such an cxporiment could be made, was
tha Banat, In the 17th and 18th conturies, after the country hed beon
liberated from Ottoman rule by the armios of tho Empiro, this part was
sottled by immigronts from Southwostern Germany, who trensformed tho
swempy end fevor-ridden muershes of the Lower Denube into o model farm-
lerd. In the courso of "enti-Nezi" purges, ull doscondente of thoso
sogttlors worc dispossessed, and their land turned over to coonpuratives,
formed eftor tho oxemplo of the Russian systamn,

S

Industry and tredo has been morc deoply affectod by col-
lectivistic tendoncics. Tho Govormment frequently huws discleimed
the intention of soeimlizing ct once wll busincss cnterpriscs, tut its
wctioms huve not entirely conformed to its ennouncemonts. As g
metter of course, all cnterprisos ownced by Nezis, solleborators, or
forcignurs have passod under Goverrment control, including thc im-
portant mining industry, formorly tho property of British end French
companics. A recent decrec hes also put the wholesglo cnd roteail
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trado in all agriculturel =nd mining products, timbor, ond toxtiles
under complote state control. Thus the shere of the Govermmcnt in
non-agricultural production, which under the somi-fescist dictetor-
saip beforo the outbroak of the war alreudy hed reached 30 por cent
of the totml, hus considerably increescd and by now probably hus
bscomo fer lcrger then the privato sector.

Foroign trade is roprescntod mainly by somo help furnishod
by UNRRA and somo imports from Russia, mude in exchango for future
deliverios of minerels end other products. £ lerge purt of imports
from Russia consists, howevoer, of wor netericl, which will hardly
hielp the rohebilitation of tho country's oconomy. The Goverrmont
has essumeod full control of foreign trade wnd hes made it, for all
precticel purposvs, o state monopoly.

The Govermmont ropoatedly has cmphasized thet the wol fare
of the country rests upon incroesing production and wvoluntary co-
operetion between the poople end the administretion. Se for, little
has epperently beon done to promote these onds. Production hes
scezreoly picked up, and the country still is ruled by mertisl lew,
with a largo part of tho pooulation in o stete of moro or loss
pessive rusistanco. Aecording to observers on the spot, tho forth-
ccrding cloctions may woll docido the oconomic se well as tho peliticul
future of the country. If tho people--freely or undor pressuro--cn-
dcrse the preseont Goverrnmont, the Russian system probably will bo
irtroduced with little chengo. It the people show thet they profor
to bo ruled in ¢ Western fashion, its oconony probably will be recon-
structed on tho basis of & modified Westoern capitelism,

(The now dinor is officielly valued at 2 Unitod Stotos conts, )





