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beyond the suosistence level sot ot Potsdom in spite of the possible eco-
nomic diszdvonteszes of such a policy, or to risk the danger thot the re-
hohilizotion will comc too latc to be of greot importance to the libereated
n.tions, but carly cnough to provide Germony with o ncw wer potential.

Tf the sccond alternctive is chosen, the world, for the sccond
time in o goneration, might witness the parcdoxical--although probably in-
cvitable-—-spectacle of the Western powers, for from rcceiving rcparation
puyments, pouring funds- into Germeny in order to rcbuild the industricl
sycton which they hod just cestroyed.

APPENDIX

Basis of Estimctes

Pre-war populction, national income, and natural rcesources of the
arce ~f the nerged zones werc computed on the bosis -f dote from the
Statisticches Jahruch fllr das Deutsche eich (193%). Since national in-
come data werc not given for territericl units smaller thon provinces, the
incmc of provinces overlapping different zones vies clvided onong the re-
spective zoncs according to the distribution »f the population.

The shore of the verious zoncs in Gemmeny's pre-wer production Wwas
taken from figurcs precsentced by the Stuttgorter Rundschou (queted in the
Neue Jllrcher Zeitung, October 12, 1946), cnd the sharc in Germeny's pre-wer
GX’ZgﬁS from the Stuttgert Wirtschafts scitung (Scptomber 27, and Nowvenber 1,
1940). .

Tmport Tstinctes for 1949. Food import requircments were esti-
mated on the hasis of the fallowing schedule »f consumption:

Tstinoted Frod Consumption in the Merged Lones, 1949

Quoantity : Caloric Value
Per Total Per average consumer Imports
average (thousands Per Per year Per (thousands
consuncr  of netric Eron (thousands dey >f metric
Iten (kg.) tons) (cel ries) of calories) (czlories) tons) ,
Bread groins 180 6,400 3 1/ 480 1,320 4,000
Potctocs 200 8,000 W7 140 385 -
Pulscs 6 240 3 18 50 - 2/
Fets 17 680 9 153 425 360
icatd/ 30 1,200 2 60 165 4/
Wilk 20 3,600 b 54 150 4f
Suger 5/ 18 720 4 : 72 200 -
Other food: - - - 36 100 -
Total - - - 1,022 2,795 -
;/ g5 per coent cxiroction. g/ Ineluding ¢il seeds cnd cakes for feeca.
3/ Including mcat equiwlont of fish. é/ Feed groin imports (50 kg. per

avercge consumer, 2 millisn tons totel) equel about cne-third ~f celoric
v.lue of meat and milk consumptlon, 2/ Lioinly vegetables cnd eggs.
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Prices {per metric ton) werc assumed to be 85 dollars for bread
graing, C00 dollors for fats, and 50 collers for feed grains. While prices
arc cppreciebly higher at the mmment, it is expected that they will soon
rcturr. to their wid-1946 level.

The cstimnte of textile imperts was based upon the level-of-in-
cdustry progrem of 480,000 tons for 2ll of Gemany, at prices (per metric ton)
of approximetely 670 dollers for cotton and 1,000 dollars for wool and hard
fibers. Imports of row matericls and semi-finishcd geoods for the metalluryi-
cal cnd chemical industrics were cstimated on the basis of 1936 imports of
aonroximately 1 billion rcichsmerks. It was estimated that the area of the
ncrged zones includes abcut 70 per cent of cll German industrics in thesc
ficlds, and thot they will be peraitted to overate ot an averege level of
oroduction of 35 per cent. Import reguircncnts thus will be cround 25 per
cent of 1936, or 250 million rcichsmorks ot 1936 purchasing power, corrc-
sponding to approximotely 150 million dollors ot present prices. Imports of
row nctorials ond semi~finished goods for all other industrics were estimcted
m the basis of 1936 imports ~f cpproximately 600 million rcichsmarks. It
was cstimoted thot thc arca of the merged zones will account for 60 per cent
~f the light industrizl copoeity of post-wer Gemany, end that the total
capacity will be reduced to an average of 75 per cent of 1936, Import rc-
quircncnts thus will be cpproximately 45 per cent of 1936 or 270 nillion
rcichomarks at 1936 purchasing power, corrcsponding to armund 162 million
drllors at present prices. Imports of finished gends werc cstimated on the
he.sis of 1936 imports of around 400 wmillion rcichsmerks., It wos cstimoted
that the arce of the merged zoncs will acchunt for 60 per cent of the »opu-
lation of post-wor Germony, and thot the post-war standord of living will
permis n» more thon 20 per cent of pre-wor imports of finished gnods per head
of the population, Import rcguircnents thus will be cround 12 per cent of
1936 or 48 nillion reichsmarks at 1936 nurchasing power, corrcsponcing to
cr-und 26 nillion dollcrs ot prescent prices.

Export Estinctes for 1949. Exports of industrial products were
cstimoted os follows: pre-war cxports from the ares of the merged zones
were ocleulated by nuliinlying the value of totol cxports of cach industry
groun by the percentoge in which the arce shered in totel production of cach
group. The procuct was nultiplicd by the percentage of speretion pemitted
uncer the level-of-incustry plen, and the result adjusted for the cstimoted
inercase in prices. lhere the lcvel-of-industry plen provides for o ronge
of 1linnits, the unweighted aritlmctic average »f the vorious linits wes teken,

This cstincte is hasced »n the cssumption thot the restricted in-
custrics will devote to cxports as lorge o froctisn of their procuction as
before the wor. This assumption uight e attaclicd as cither pessimistic or
optimistic. The chorge »f pessinisn night be bascd upen the foet thot before
the war the output of sonc »f these industrics wos used lergely for militery
purposes sn thet cxports werc = grecter fraction of cdomestic civilicn con-
suotion thon would eppecer from trede statistics. Turthermorc, part of thet
output went to the arca cast >f the Oder-Neisse linc, aond this pert also
shruld be cdded to the past-wer cxoort potential. In opposition to the first
crguacnt, it cen “c stated, however, thot procduction of stecl--the comodity
nost intensively affected by nilitory consumption--is limited to the cmount
oroducced in Gemany in 1932, in which ycar recrmement was in its infency

ond civilion stecl consumption below nost-war domestic rcouirements, assuning
o peraitted level of civilicn consumadtion cpdrexdmetely 75 por cent of 1936.
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The sceond argunent con be countercd by the foct thot mony consuners' g0oCs
shippcd from the est to the territory caost of the Ocer-Neissc linc will in
he future be nceded by the populztion »f thoat lerritory expellod into the

orescr.t crea of the Reich, cnd nust thereforce be considercd s donestic
requirements rother than os cxport potenticl. Sincc the "expelleesh were

not pemitted to toke clong their copitel, it is truc that, in the period of
transition, produccrs' goods formerly sent to that territory will be ~wveilable
for cxports; that amsunt is probably ncgligible, however, since incdustricl
enterprises in that territory werc depencdent upon the procucts »f Upper
Silesic and Scxony rether thon on those of the VWest. Morcover, within the
ncxt fow yeers the cxpellees will be integroted in the economy cf the West
ond their cnterprisces will nced additioncl produccrs' goods.

The churge of optimisn might be bascd on doubts whether incustries
will be oble te sparc as large a fraction of their production cos before the
war for cxports cftcr hoving sotisficd cdomestic minimua requirements out of
their restricted output. In responsc, it coca be argued, however, that et
the bYottom of the depression (1932) totel Germon cxports werc higher by 10
per cent thon in 1936 although industrial caployment was only 60 per cent of
1936. This indicotes thot at the contempleted Host-war level of incustricl
procduction (55 pcr cent of 1936), exports eporoaching the 1936 figurc could
be recched if the stondard of living wes reduced to 1932 levels. Since thoe
contenplated Dost-wor standerd »f living (75 per cent of 1¢36) will be addroxi-
notely 110 ser cent of 1932, the oxporteblce surplus probably will be cround
10 per ccat Helow 1936 or crocund 4,3 billisn marks (at 1936 durchosing Dower)
for all of Goermcny. This would corrcspond to erports from the mnerged zones of
ar-und 2.6 billion narks or cround 1.55 Hillion dollars at present prices.
This figurc should he rcduced somewhot in order to cceount for the foet thet
the level-of-incustry nlan restricts thosc incustrics that contributed nost
to pro-wer cxporits. 4 reductisn by apdroximotcly 20 per cent should be
sufficicnt ior this adjustment, and such o rcduction would yicld the cxport
estimote proposcd in this report,

If the estimate, however, proves optimistic, it would merely mean
that the limits set by the level-of-industry plan will have to be raised in
order to reach an ecuilibrium in the balance of payments. For a considerable
period, German hecvy industries would have little cifficulty in exporting a
great deal more than the volume estimated in this report, in order to satisfy
the raconstruction needs of cevastated countries and the industrialization
needs of undeveloved nations. On the other hand, exports of products of
unrestricted incustries hardly could expand sufficiently to pay for the
imports necessary for maintenance of the standard of living contemdleted
by ths level-of-industry plen.

In particular, the export estimetes were based on the following
figures of 1936 ciports, adjusted for the arca of the merged zones, the
limits imposed by the level-of-industry plan, conversion into dollars, and
change in thc price level:
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Estimated Exports of Manufacturcs from the licrged soncs, 1949

1936 Contribution Limits of 4djusted exports
exports of arca of level-of-in- Millions of dollars
(million merged zones dustry plan Million  Purchasing power:
Ttcm Ri) {pcr cent)  (per cent) RV 1936 Prescnt
Chemicals 697 57 60 238 95 143
Iron goods 725 g0 40 232 93 139
lfachincry 606 49 11.4 34 14 21
Othcr mctallurgi-
cal products 766 by 40 135 54 81
Textilcs 457 50 - 100 244, 98 147
Paper products 150 38 100 57 23 34
Leather products £6 56 100 4L 19 29
Other products Tl 50 75 279 112 1.68
Total 44,261 - - 1,267 508 762

EStimates of rcceipts from non-trade itcms (mainly transit troffic)
wcre hased upon the assumption that the arce of the mecrged zoncs will rcceive
about half of the total incomc from thet source, and thot the rceduction in
volumc from pre-war years will be aporoximatcly compensated by en incrcasc
in traffic rates. Since rcecipts from tronsit traffic to and from Czccho~
slovakie, which forms tac bulk of thc commcrec in question, amountcd to almost
30 million dollers in 1946, it appccrs reosonchle to cxpect rcecipts of 50
million collors in & "'normel? post-war yecr, oncd of 30 and 40 million dollars
in 1947 and 1948, respcctively.

Import Istimetes for 1947-1948. Imports of foodstuffs for the two
years of rchobilitotion were cstimatcd on the basis of a schedule of con-
sumption, which for the aversge urban consumcr was cqual for 1947 to five-
scvenths of the mormmal® of 2800 calorics coily per person, and for 1948 to
six-scvenths of the "normol." The latter cstimcte contemplates o coloric con-
tent approxdmotely 10 per cent higher thon the estimcte from military government
sources, It recprescnts, howcvor, the minimum rcquircments at which o stcady
incrcasc in the cfficicncy of Germen labor can be cxoected., Any curtailment
of the diet would rcsult in lowering procduction and exports below the cstimpted
level to such an extent that the losses wouwld overbalance the savings in imports.
In view of the foct thot the sclf-suoporting agriculturcl consumer usually is
able to maintain his dict at the customary level (cround 2,£00 cclories) rc-
gardless of thc curteilment in rotions for urben consumcrs, the avcerage for 2ll
consumers for 1947 and 1948 would cmount to copproximotely 2,160 and 2,460
calorics per doy, rcspcctively. Domestic production available for thesc years
is cstimated ot 1,400 and 1,525 calorics, ond the deficit at 760 cnd 955 colo-
rics, respectively. In tcrms of calorics, import nceds for thesc years would
thus bec only cround two-thirds and five-sixths, respectively, of the estimoted
import rcquircment of 1,150 cclorics for 1949. In terms of valuc, howcver,
thc imports would be relotively lerger. During the period of rchobilitation,
Germany will nced to import grecater quantitics of morc cxpensive foodstuffs,
cspecielly meat, pending the roplenishment of livestock., Thesc additional
imports were cstimated at the cquivelcent of around 2.5 kilograms of meot per
avcrege consumer, meking & total of around 100,000 mctric tons (at cbout 900
dollers pcr ton) in 19473 approximotely half thet amount will be required in
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1948, 4s a result, the valuc »f imports in 1947 would bc absut two-thirds
of the "normelM of 770 wmillion dollars plus 90 million dellors, or o totel
5f 600 million dollors, cnd, in 1948, about fivce-sixths of the "nomald plus
45 million dollers, or a total of 685 willion dellers,

Inperts of industrial matcricls for the period »f rchabilitation
were cstimoted on the assumption thet their volume would suffice, in cach
six-month period, for sustaining the projcected level of production in the
following six-menth perind. This leowel wos estinatcd to risc evenly frow
the nresent rote (cround helf the cssuncd Inormeli) to cnproximately the
oro-wor level for the unrcstricted industrics and the linits cstablished by
the level-nf-industry nlan for the restricted industrics, the gnol t> e
rcached in the sceend holf »f 1949. This would cerrespond te import nceds
of 65 per cent of frormelW for 1947, end &5 oer cent for 1948, To this
figurc was cdéed an amount for non-reewrring imports nccded for the recon-
struction of cepital cquipment ond the replenishment of stocks, cstinated ot
20 per cent of 'moracli dmports of industricl noterials.  Threc-fourths of
thet odditiomnal crount was included in the 1947 cstimctes, and the rcst in
the 1948 cstimotes. Thus total imports »f industricl meteriels would be, in
1947, anprozincicly 80 per cent »f the iinomalid of 580 million dullors, or
cbout 460 million dollars, and in 1948, epproximctely 90 per cent of the
"normel, " or about 520 million dollars.

Comparison with Other Estimates

Militery Govermment Estimete. According to unofficial reperts
from nilitary govermment sourccs,l/the expsrt and import progrim for the
merged z-ncs for the ycors 1947 threugh 1949 contemplotes approximately the
£511mving developments:

1947 1948 1949
(In millions of dollers)
Imports 1,042 1,000 900
Exports 350 675 900
Inport surplus 692 325 0

Sincc nc cxplenation of thesc figurcs hos been published, it is
difficult to discuss their plausibility.g The figurcs feor 1947 cnd the
inport surplus figure for 1948 arc very similor o the (independent) esti-
mates proposed in this report. As to pust-1947 imports and cxports, the
estimates proposcd in this report arc increcsingly higher than thosc from
military govermment scurccs, the differcnce heing around 20 per cent for the
1948 figurcs, 50 per ccnt for 1949 imports, and 40 per cent for 1949 exports.

Assuning the 1947 cstinmstes to be justified, the nilitary govern-—
ment estimztcs of imports for the following ycors scem tc be too low. Experi-
cnce in the libercoted countries of Western Zurope shows thet & steady rccovery

1/ New York Times, Jenuery 1, 1947.

2/ Tkc London Econimist (November 30, 1946, pp. €73 f.) mentins & filve-year
olan for Gemmany worked out by the Allicd Control Council. This plen has
nct been available to the author, .
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is possible ~nly if imports increasc ot lcasct up t> the pre-wor level. In
Gemony, such on increasc must cccur in foodstuffs os well as industrial
netericls since the level of nutrition contomplated for 1947 is very low,

and the possibilitics of ¢ risc in domcstic fuod production arc very limited.
It secms optimistic, therciorc, to cxpeet o foll in total imports below the
1947 level whilc assuming & risc in cxports (implying a corresponding risc

in totel industriel production) to almost twe ond threc times the 1947 figure.

he militory government forceasts of exports for 1948-1949 differ
from the figurcs proposcd in this reprrt dresunebly beczuse the military
grvernnent authorities wished to keen cxports of products of heavy industrics
at the l1owest level compatible with an equilibrium in the balance of peyments,
rather thon beecuse of divergent cstimstes concerning the export conacity of
these incdustrics. If this interdretetion is eorrect, the military govern-
nent forecasts will hove to be adjusted upwerc when it eppears thot necessary
imports are higher than the nilitery government sources hed assuned,

Germen Zstincte. A more detailed forcign trade program (for 1947
nly) was preparcd by lir. Rudolf Mucller, wntid rceently the cheimen of the
German Ecnmic Council f£-r the merged zgncs.l/ This plon cdiscusses two
alternatives, bascd upon a diet (epparently referring to rations for inormell
consuners) ~f 1,550 and 2,000 calsrics per dey, respectively. In the first
case, imports would amount to around 550 million d-llars for fnodg/and 410
millin dollars for industrial naterials; thesc imports would meke nossible
exports of around 425 million dnllars, thus rcsulting in o trede deficit of
arounc: 535 nillion dollars. In the sceond casc, imdorts would be increased
to 730 million for food end 520 million dollers for raw meterials; they would
cnable the areca tec cxport 760 million dollors cnd thus reduce the tracde
ceficit to 490 million cdollars. E:ports (under the sceond alternative) would
include mainly coal (150 million dollers), ncchincry (160 millisn dollars),
other metellurgiccl products (105 nillisn éohllars), textiles (105 nillion
collars), chenmicols (60 million dollars), clectriccl adplicnces (40 million
dollars), and opticzl instruments {25 nillion cdollars). Under the first
alternative, cxnorts (cxcent cocl) would cooroxinste half these amounts.

The import program (sceond alternctive) confoms closely to the
estimctes proposcd in this report. The export orogrom of the second clterna-
tive! scems to be ontinistic in its apolication to 1947. It night be inter-
sreted, however, as a program for 1948, and o general indicator of the post-
war pattern of Geman cxports. Confoming to the Gernmon policy of ninimizing
coal cxports enc expanding the role of heavy incustrics, coel exports under
this progran would be cnly one-half the anount cstimated for 1948 in this
redort, while cxports of mochinery would be 10 tines as large. The exdort
progren for other nctallurgicel products ond textiles confoms to the esti-
nates of this report, while thet for chenicols is surprisingly low., The
progrem does not state whether it tekes intc comsiderction the linitations
of the level-of-industry »lan or, if it does so, how the domes®ic ceconomy could
be satisficd with the insignificant cutput of the machinery industry that would
remeir. after decducting such large exports. For this reason, the pattcrn dis-
closec. by the program cannot be taken as the bosis of estimates supnosed to
remain within the limits of the level-of-industry plan. It might be accepted,
however, if the Alliecs agrcc on an upwerd revision of that plen.

1/ Wirtschafts scitung, Jenuary 10, 1947.
g/ The origineal reichsmerk date werce comverted inte dellars at the Hre-wor
rate of 40 cents per mark.






