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IT1I. The Composition of Deliveries

If the reparation deliveries consisted of only one cormodity
in each country, it would be possible to compute the reparution burden
in terms of this commodity. Thus, we could say that 300 million doilars
at the average prices of 1938 plus 10 per cent could have bought %£9:8
nillion bushels of wheat; or about L} billions of standards of sawm
timber; or about 240 millions of barrels of crude petroleum.}/

Assume thaet the reparations consisted only of one commedity
or, more broadly, that, quuntitetively and quelitatively, the COnpPO-
sition of roparation doliverics was determined ut the outsct. In
this case the peying country would neturelly bo conoerncd s to the
rolation of the merket prico of the roparetion good or goods to othor
pricos in its cconomy, end purticularly to prices of exportablc goods.
If the merket price of the reparstion commodity rose more than othor
export pricos ofter the war, this would--ceteris paribus~-make the
terms of trude in the normal cormerce of the puying country luss
fovorable thun they would huve beon in the absence of roparstions.

If the priso of the repurction commcdity luggoed bohind other export
prices, this porticuluar disedvintuge would not Lo felt.

The problom sssumes practical significenco becauso the
quantitative composition of roparction deliveries muy not huve bocn
fixod. Only tho types of goods have boon made publie. 4Accordingly,
it is to the wdventego of the dobtor country to huve the reperwtion
delivories be composed primerily of cormoditios tho prices of which,
since 1938, huve risen less or fellen more than those of other com-
modities included in the agroements,  If the price of wheut hed
doubled from 1938 while the pricu of timbor hud trutloed, the repo-
ration debtor would profur to pay in whewt. By oxporting timber snd
oxchenging it for wheat to be then dolivercd to Russie, 50 per cent
more will be crodited to tha reprretion seceount then if the timber
werc delivored diruetly to Russia. The opposite is in the intorest
of the reparstion roceiving countryv. Thus, the composition of ropus-
rotion deliverics hes sigpnificence in determining the velue of rope-
rations in real terms. By insisting on w cortuin composition or by
cgrecing to another composition, the Russiuns cen ruise or lower the
rupsration burden.

Nothing hes boen seid as to whother the roparetion goods
rust heve their origin in tho peying sountry or may be bought in the
world merket. If the lutter is trus, the debtor country would be in
¢ somowhut botter position in thet s larger range of quantitative
variction could be proposed to the Russiens. Russie would probably
not objoct too strongly in such cusc. But it is unlikely thot she
would refrein from ruo-uzporting goods roceived on ropart.ticn zecount
if this should prove wdwentagzosus. Almost wll roparwtion goods nemed
in the recent .grsemunts wre more or 1luss rogulerly ocxported by Russia.
Sceond, Russie may not be willing to aceept peymont of roparations
in forcign exchenge, say, in dollars. Tho arrangement scems to imply

I/ ThU pricés used Word Tokon Trom Loeugue of Nutions, Monthly
~ Bulletin of Stutistics, 1939. '
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the duty of the peying country to Poy in goods rether than in forcign
oxchenge. Otherwise, Russia would obtsin dollers of the current pir-
chasing power, which is smeller thon thut of the 1938 doller, cxd,
besides, would forogoe hor right to sgrec or not to agres to the com=
position of roperatien puymonts.

In the cese of monotary ropargtions, e full in pricds wsuld
increnso, end o rise in prices diminish, the reperstion burden. If-
prices rise over the period of the six yeurs during which reperutiong
rre peld, then the 300 million dollers fixed cs monetary reparution -
end adjusted upwerd for the riso in doller priccs during the wor
would-~transfer problem wpert--hevs beon moro favoruble to tho poying.
eauntry thin the present arrengement of reparations in kind.

IV. Reperetions ond the Economy of the Peying Countries

Since neithor the oomposition of repuration doliverics nor
the present wnd future econonic situstion in tho paying countrics is
knowm, it is possible only to compure the monctary veluc of the repe- .
rations with the portinent megnitudes in the Pro-wer yours, Moreover,;
ons gencrul romerk mey be in order, The sutstending fosture of the
Ruscian roparution schodules is their oxtruordinwrily short durction,
Howover lerge moy be thoe burden they imposc on the populction of tho
puying eountries, tho feoling thet thoy will be repeid by the end of
1950 will go « long way toword meking then cecepteble. It is truo
thet the roparctions start ot o time whon the seonomies cre dis-
ergenizad and Inpoverished os o rosult of tho wor. But the seme is
true, and probavly to e lerger cxtent, of Russig.

&) Roperctions cnd Nationel Ineome

A& heavier roletive burdan seums %5 huve besn inposed on
Finland then on Hungary and Runcniso,

£l Roperetions  Anmuel Roporeations
Pro-War €8s Purcentege of Por Cupite of
Netionsl In mn@b/ Netionel Incomo tho Populaticn
(i1T1°ns oF d37%ers) {Por cont) {Do1ters)
Tinlend 775 6.5
Runc.aie 1,100-1,300 3.3-5.3 2.50
Hungery 930 5.3 5.80

1/ Hungerys Ne¥ioncl inmenre Tor 1937/38 given 705 wmiliio
- (Hungerian Institute for Seon-mie Rescurch); rote
chenge $1 = 5.06 Foengl,
Rurwnin: An costinete for 1938, suggested by Dr. Furth, =nd
sn ths essumption thot the netionel income of 1932
100 billion lel (Leegue of I tiosns, World Beonomic
19%38/1579) roso until 1938 proportisnctely to Lho
plus 10 pur eunt upward cdjustment for inero.ss in
nloyrnent; $1 = 142 lei.
Finlends Mationel income for 1928 given by Professor Lindbor
(Fereator, Scpt. 11, 1943) as Finnish Marks 3,5
reto of oxchenge 41 = L5.5 Finnish Morks.
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In tho cases of Runenic and Finl cnd, the territorigl losses
sty Russia may be ussumcd to invslvo & roduction of netional incsne by
rbout 15 por cenmt: ‘In cll cuuntrivs, the netisnal inecmo will be :
severely out ag e rasult 3£ the wor. In Runcnia and Hungery, the land
reforms erc likely 5o reduce the praoductivity »f -ericulturc for o
number of years. This rmust nmeko the wnnual reperation burdon quite
substenticl in relation to income. Under thu terms f the Young Flen,
tho Gorman annuity was fized at 2 billion rierks which equallod only
2.6 per eont of the natisnsl incomo in 1929. The Germen netionsl in-
cona of 1929 hud totuelly beon erewntad imodi&tely prior to the con-
olusion »f the Young sgrecment, vhile the 1928 level of nationsl income
in Finlend, Rumenin, wnd Hungery will not be rastored for o masber o0
yoecrs. The presont roperotians mey therofore appewr rather haevy.

Yot the Young ennuitics were to continuo for fifty-nine yeers!

b) Reperations and Exports

The snmual reperation payrients of 50 millisn dellers cone
stitutes wn epprecicble propoertion of tho exports of the throo
countrios concerncd:

fnnucl Reprrutions os Poercontego 1/
=f Averwze Anmucl Exports, 1935—1938—4/
' (Pur cent)
Finland 29.2
Rumeni o 29.6
Hungery 32.8

#805in it mey bo notod thet ths Young anouity wes only
16 pir cent »f the Germen sxports on en enmued evereso 1926-1920,

Russia's 1939 trede with Purenic and Hungury w.s virtuelly
nonoxistent., In the cusce af Finland, Russia's shure in Finrdsh
tradog/wes very 1ows

Imports Exports

(Fer cantj (F3r oont)
1335 1.97
1936 - 52
1937 .52

1538 52

This mewns that poyment of roperetions is likely t- entail
t. considerable chunge in the pe.tturn of trude 3P ths reperetisn
debtors. For if Russia's shurc had boen high in the treds of these
countriss, they c-uld reducec their imports from Russir while noin-
telning the distributi:n of tho rereining trede wmore or loss intact.
£5 1t is, oy purt of roperation exports muy be présumsd t> be
"edditianel " end thoir mports frim o masdor of countries will huve
ta be reduced. In soms cesus, this reduetion nmuy give rise t: ro-
telistions which ney reducs cven further their vEports to tho warld

1/ Computed From Loogue oF Netions, Revicw ~F World Trado.
Y/ Stetistisk Arsbok Pdr Pinland, 1939: '
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outside Kussia. Thus, Finland mey still endeevor o sell her timbor
in Prence but prefor to use the procoeds for purchnses of American

nachinery rather then French luxuries. Thereupon thoe Froneh ney try
to lirit imports from Finland.

In viow of thesa repercussions, the difficul ty or reccjust-
ment, end the faet that, with the chenging structure of hor foreign
trede, Russia ey continue to purehese wbrocd grods of the roperstion
type, some of the chenges in the puttorn of tr.de nay becone permanont.l/

c) Reparations, Texstion, snd Militery Expenditurec

The reletisn of reparations to the 1927 revonues from tores
end customs dutios wes gs fcllowszg?
Anmuel Ropurstions es
Porcontage »f Total
Revenuos from Taxes Rucoipts from Texes
»id Custons Dutiocs end Customs Dutics
(M1l1I5ns of dollcrs) {Per cont)
Finl and €6 75
Rumcnia 185 27
Bungory 146 3,

4t leest in Finlond the roperations will necessitcteo maine
tonance of taxeticn on a ruch higher lovel then before the wer. It
should be noted, however, thet bef-re the wor Hungery wnd Runcnia
dovated a very appreeiabla ptrt of their revenuss to militery cxpendi-
ture. Thus, es egerly cs 1936/37 Rurnania spent -n erny ond reernanent
about 70 millien dollers or 38 por cent >f her revenucs. In the lest
pro-ver yfur, Hungery's militery budgot wmounted to 201.8 nillin;
pengo or 40 willin d>llars -r 80 per cent of the wnnual roparation
burden. In b:th cruntrioes, tho ronl expsnditure on erruients scons
t> hove ezcesded the figures of ths srdinery budget considorebly.
Orly in Fintand, where the militery expenditurg Hf 1638 w.s 14 willion
dollars, would this sun roprosent not nuck rore then o quartcr < the
annuel reperction burden.,  But slss in this ease inclusin ~f coane
corlod expenditure wawld reisce the relution t> reporatiosnste cbout
LO per cent. Thus, in Rurienis the ennunl reperction burden will be
e nsidorubly, snd in Hungory probobly smewhet, smellor then wes tho
arméuent cxpenditure bofarse the war. fThe nilitery oxvenditure during
ths war corteinly s a multinle of the repuretion burden. In the
1oll budgot, Rumania rosurves 148 Billi~n 1oi for wer cxpoenditure;
dafloted by the rise of pricvs butweon 1939 unl 1944, this sum
crounts to 21.5 Hillion pre-wer lei or chout 218 nillisn dxll:rs,
thet 15, more than L times the repersatisn burdon.,  The corraosponding
figure for Finlend, in 1903, is r1nsst L tines highor then the snnuel

ruparation poyment.

It Is rovorted thit o pipe 1inc Fl:9sti-Lisew 18 In Tho Procoss
of eonstruetion. It is unlikely thut it is t5 bo uscd only for
tho short period sf six yours.

/ Figares from Stetistisches Jehrbuch ir des Deutscho Reich, 1938,
and Statistisk Zrsook 7or Finlend, 1339,
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In conclusion it may be seid that there is little doubt
thet reising reparitions end exporting goods the value of which will
be a very sizecble part of nitionsl income, tot:l exports, end stete
revenues will mcke meintencnce of price and/or import controls
ineviteble.l,

V. Roporations cnd the Russicn Economy

Given tho size of Russic in relation to thet of the repa-
retion debtors, the reperetions cennot be cxpectod to egmount to much
in reletion to Russic's notionel income. Still, they oro not wholly
ineignificant., The totnl velue of reparetions of 133-1/% million
dollers cmounts to sbout one-third of on¢ per cent of Russia's pro-
wor notionel Income. Teking into sceount the effeets of tho wer,
the reletion may be es high as one=ntlf of one pur cent., Assuming
thet Russin's netionrdl incoms will bo rostorud to the pre-wir lovel
within six yoars, tho rolation of reperations will be about one-hul £
of onc por cent in the first cnd onc-third of one per cont in the last
reprration year.

It is perheps moro portinunt to comp.re tho roparutions with
factors heving dircct bearing on Russic's intormational cconomic po-
sition, that is, gold production wnd foreign trede. If tho cssumption
of &n ctnnual productiecn of 250 rmillion dollurs is corroct, the rupa-
retions from the throe countrics equel cbout 50 por cent of the valuc
of the nnnucl gold production. It should be romemberoed, hovevur, on
the one hend thot the reparation dollars are on the besis of 1938
pricos plus 10 €0 15 per cent cdjustment white the gold production
would presumably poy for imports of goods bought at consider:bly
mora then the 1938 prices; on the othor hund thot gold allows of pur-
chascs throughout the world, whilc the roperution goods are limited
to the reoparction debtors,

Because of the smcllness of Russig's foreign trede since
the incoption of tho Sveond Five Yorr Flen, the roletionship botween
repiretions :nd Russisn imports is reothor improssive. On an annucl
cverege, Russicn imports in tho yoors 1934-1928 cmountcd to 233.7
pillion dellurs.  The ennucl reserctions thus would emount to almost
65 pur cent of the cnnurl imports. However, Russiun imports in tho
immedicte post-wer poriod mey b> expcetod to wmount to a mul tiple of
thosa in the last yours of tho inter-ver period. If the crmucl Pussicn
imports in the first six yoars
of, say, 1.5 billion dnllers, then the velue of roperations
only chout 9 por cent, plus an edjustment for the I
twoen 1938 wnd tho ycars of the deliverios. Evon so, the
ere by no merns insignificent in tho egeregate of
sconomic releotions in the pest-var puriod.

i/ For Finlond tHis Ris Boon vxplicitly stcted by
ct.

binct in his spoech on Fobrucry 26, 195,






