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that in the meantimé the occupation authorities did not feel free to spend
the foreign exchange funds accumuluted for the use of that organization.

Commercial export contracts (excluding cozl) cmounted to $25.2
million. They included meinly cotton products, machinery, iron goods,
ceramics, optical goods, and hops. The shift in exports from row materials
to finished goods indicated definite progress in the rehabilitation of the
cconomy of the combined zones.

The geographical distribution of cxport deliveries and export
contracts in the first four months of 1947 is shown in Table II.

Table II
Geographical Distribution of Exports, January-April 1947
(In millions of dollars)

Destination Export Deliverics Export Contractsg/
United States 1.6 6.4
United kingdom 7.5 1.9
Australic - 0.8
Austria 5.3 0.2
3elgium-Luxembourg €.8 4.1
Czechoslovakia 0.2 1.0
Dermark 3.5 0.5
France 6.9 3.3
Italy 1.6 -
Netherlands 3.8 2.2
Norwey 1.3 1.3
Sweden 0.5 1.6
Switzerland 0.6 1.6
A1l others 0.6 0.3
Total 42.2 25.2

a/ Excluding coal.

Qutlook

Comparing the forecign trade of the combined zones during the first
four months of 1947 with the program announced at the time of the bi-zonal
agreement,l/it is obvious that very little progress has been made toward
realizing the plans made in December 1946. The program provided for imports
of foodstuffs of arcund $550 million and of other goods of around $450 million,
as well as for exports of coal of around $125 million and of other goods of
around $225 million, The import program for foodstuffs znd the export orogram
for cozl did not differ much from the actual figures of 1946 and probably
will be fulfilled., Other imports, however, in the first four months of 1947
reached an annual rate less than one-fourth of the plan, and other exports
an ennual rete of one-fifth of the plan, It is particularly disquieting that
contract figures for the first four months of 1947 werc smaller than actual
shipments in the case of imports other than foodstuffs, and only slightly

1/ See this Review, op. cit., pp. 12 ff.
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lerger in the case of cxvorts other than cocl. This means that in the coming
months no substanticl increase in actual shipments can be expected. Even if
contracts should rapidly expand from now on, most effects of such a devclop-
ment would not meke themselves felt before 1948. Therefore, it appecrs un-
likely that in the entire year 1947 imports other than foodstuffs would total
morc than $150 million, or one-third of the planned amount, and exports other
than co2l more than $90 million, or two-fifths of the plarned amount.

PROGRES3 OF NATIONALIZATION OF CENTRAL BANKS BEATRICE BULTA

A roll call of the principal changes in central bank ownership,
status, and powcrs in the months since notionalizetion of the Argentine
central bankl/(March 1946) suggests that the idea of nationalization has
attainced wide acccptance and is not nccessarily associated with any failure
of banks in private ownership to cooperate with governments. The precedent
created by the change in status of the Bank of England and the Bank of France,
both of which, when their capitel was in private hands, were for all practical
purposes fully resnonsive to the policies of the respective govermments, ap-
parently has silenced the more vigorous objections to government ownership
in Eurooe. Three outright notionalizations have taken place since March 1946--
that of the Notional Bank of Yugoslavia on September 25, 1946, that of the
National Bank of Rumania, effective at thc beginning of 1947, and that of the
Benk of Algeria, cffcctive May 18, 1946--and bills for notionalization arc
awaiting legislative cction in Czechoslovakia, Hungary, and thc Netherlands,
Other proposcls or projccts, farther rcmoved from realization, arc reported
and certain changes not involving government ownership but affecting the
banks' operations have occurred in othcr countrics.

Yugoslavia

A sweeping reorganization of the banking system of Yugoslavia was
effected in the fall of 1946 in the course of the progressive naticnalization
of the country's economic life. This program created a control over moncy,
prices, and wages which, according to the Bonk of International Settlements,
is probably thc most stringent in Europe. The public credit instituticns
werc merged by the rcgulation of September 25, 1946, into two institutions,
the National Bank of the Fedcrated People's Ropublic of Yugoslavic and the
State Iavestment Bank of the F.P.R.Y. The first will grant short-term credit,
the sccond long-term credit., The National Bank rotains the name given by the
Stetute of Januery 15, 1946, which recorganized the Notionel Bunk of the Kingdom
of Yugnslavia. The latter institution had the sole right of issuc of bank
notes but after the liberation the power of issue was apparcntly taken over
by the Government itself. Under the 3tatute of 1946, thc bank performed few
dutics other than those of fiscal agent for the Government. With partial
ownership of the Bank's capital, the Govermment wos able to exercise complete
control of its acctivitics. Privately owned shares of the National Bank and
the othesr merged institutions became govermuicnt property upon publicatinon of
the regalation of September 25, 1946, and compensation was to be paid according
to leter decisions as to the conditions of the benks' busincss.

1/ See this Review, April 8, 1946, pp. 1 and 10.
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The new Netional Bank is o bank of issue, according to the state-
ment in the rcgulations

"The provisions of the law of the National Bank of thec
F.P.R.Y. and the statutes of the Netional Bank of the
F.P.R.Y., as bank of issue, rcmain in forcc."

In exchange for govermment notes of 1,000 dinars withdrawn on the grounc that
counterfeits werc being circulated, the Bank issued its cwn notes of 1,000
dinars, as well as notes of other unspecified denominations.

Runania

The Rumanian Porliament elected on November 19, 1946, hastencc to
adopt legislotion for the netinnalization »f the National Benk of Rumaniz.
The law became cffcctive on January 1, 1947. Esteblished in 1€80, the Bank
held the privilege of note issuc lasting until 1960. Government holding of
stock, if any, was limited according to the Statutes of 1937 to 10 per cent
of the capital, the remainder heing in private honds., Just prior to the
netionalization, attacks were made on the Bratianu family as "“owners nf the
Nationzl Bank" and despoilers of the Rumanian pcople. The new law provided
for corpensation to the private stockholders bascd on the averuge nrices »f
the shares on the stock exchange during the past year, but the shares passcd
to the State immediately upon publication of the law. In form thc Bank
remaing a joint-stock company with thc same capital, 600 million lei.

Under thc former bank law and statutes the Governor of the Bank was
apnointed by Royal decree and thc institution was closely supervised by a
Government commissioner who wielded a fairly broad veto power for the Govern-
ment. The Bank's authority to buy govermment securitics wes limited to the
amount of its copital and surplus but advences to the Government might be
granted up to & maximum of two billion lei, which had to be paid off in full
during thc year.

The new lew creates & completely integrated credit and banking
system in which policy is fremcd by the Supreme Economic Council for the
guidance of the Bank, and the latter as the mandotary of the State sharcs
with thc Council the direction and control of credit. Its authority extends
to all banks and credit institutions, public and private, which must furnish
t> the National Bank any information cemended and must follow all instructicns
given 'in the intercsts of the national cconomy." Penalties, extending to
dircet control of offending institutions, arc provided for non-compliance,

Grove assurances were given by the Minister of Finance that
netionalization could not affect the independence of the National Bank, the
sole function of which was to defend the currency and to assist production
by o suitable credit policy.

BEach of the four govermment parties has two representatives on the
new Board of Directors to which the management of the Bank is entrusted.
This body consists of & Governor, Vice Governor, and nine directors, all
selected by the Minister of Finence, approved by the Council of Ministers,
and eppointed by Royel decree.
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Transactions in which the Bank may engage include (a) discounting
Treasury vouchers for private individuals or companies, to the amount of the
Bank's capital plus reserve (surplus); (b) granting loans on securities of
State or State-controlled institutions, to an amount not exceeding 30 per
cent of the discount portfolio of the Bank; (c) purchasing bonds of the State
or State-controlled and State-guaranteed institutions to the amount of the
Bank's capital and reserve, "and beyond this limit, in exceptional circum-
stances, with the authorization of the Council of Ministers, given on the
advice of the Ministry of Finance." Obviously this last provision is capable
of very broad interpretation. Temporary advances without interest may be
granted to the Treasury not exceeding 10 per cent of the amount of bank notes
in ciraulation; these must be psid off in full during the second half of each
year. The Bank retains thc monopoly of issue of bank notes, with no limit on
its duration,

Algeria

The law of May 17, 1946, for the transfer to the State of ownership
of the Bank of Algeria is a brief document providing for compensztion to the
shareholders on_the same basis as in the case of thc Bank of France a few
months carlier,l/setting up a temporary administrative council composed of
goverment officials and representatives of non-government economic bodics,
and auvhorizing rcorganization at a later date of the regime of note issue.
Until *he adoption of new mezsurcs, the issue privilege of thc bank is con- -
tinued, Fommerly the Bank was a private corporction, originally chartered in
1851. Its issue privilege was extendcd to December 31, 1945, by a law of 1918
and probably further extended by later legislation although definite information
is not available. The Bank paid & royalty to the Government on its note circu-
lation and made advances to the Govermment without intercst., In casc of
distribution of dividcnds above a certain rate, the Govermment received half
of the cxcess.

C»echoslowvakia

The proposed law for the National Bank of Czechoslovakiz would com-
bine two existing institutions of which the larger, the National Bank of
Czechoslovakia, is about half government-owned and the smaller, the Slovak
National Bank, entirely so. The Govermment's participation in the National
Bank of’ Czechoslovakia dates from the establishment of thc Bank under the law
of 1920. The Bank opened in 1926 with one-third of thc ccpital government-
owned. Since the decree of the President of Czechoslovakia establishing the
temporery postwar central banking regime, the Slovak Bank has served as a
branch of the larger institution. That decree, dated October 19, 1945, re-
stored the effectiveness of the law of 1920 governing the Bank's zctivities,
and it is assumed for the present that the new law will not introduce any
radical change in method of operation.

Under the proposed legislation, the Bank will continue to hold a
monopoly of issue of bank notes, will regulate the money and capital market
according to thc rcquirements of the Czechoslovek economy, and will manage
the grenting of credits. To this end, it mey make requircments as to the use
of the credit furnished. Unrestricted power is granted to the Bank to obtain
informz.tion on business transactions, loczl or foreign, to be used for its own
_ burposcs with due regerd for frecedom of persons and secrecy of correspondence.

1/ Federal Rescrve Bulletin, May 1946.
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With the consent of the Minister of Finance the Bonk can designate the banking
institutions which are required to maintain with it a "blocked crcditors!
deposit," the amount of which will be & percentage of the assets held by

these banks for depositors. Administretion of the Bank will bc in the hands
of & Banking Board consisting of a Governor, Vice Governor, &nd seven Bank
Counselors.

Compensation to be paid to the private shareholders remains to be
determined later by the Minister of Finance but the Bank will become govern-
ment property immediately upon publication of the law.

Hungary

The bill which has just been introduced with govermment backing
into the Hungarian Parliasment providing that the National Bankl?shall become
the property of the State as of August 1, 1947, is the culmination of 2
process which began in the spring of 1945 to subject the entire credit mecha-
nism of the country to the Govermmcnt. From the signing of the Armistice on
Jamuary 20, 1945, until May of that year, the National Benk was inactive. As
a consequence of the flight of the Nyilas govermnment and the sicge of Budapest,
the Bank's records had been removed or lost, officials had disappeared, and
old regulations no longer covered thc existing situation. On August 24, 1945,
an Order in Council terminated the mandate of the Board of Directors of the
Bank, and modified several of its Statutes. To reorganize the Board it was
provided that the Prime Minister should appoint three vice-presidents on the
proposal of the Minister of Finance. The other ten members of the Board were
either specified officials or delegated represcntatives of various organizations
like the Central Corporation of Banking Companies wnd the Trades Union Council.
In January 1946, two Russian officers appeared at the National Bank to super-
vise its operations under the order of the head of the Allied Control Com-
mission. A limit was placed on the amount of credit which the National Bank
might make available each day, and it was stipulated that all credit appli-
cations should be pessed upon by the Exccutive Scerctary of the Supreme Eco-
nomic Council. This body had been set up carlier in thc year ostensibly to
advise the Cabinct in economic matters; actually it assumed wide exccutive
functions. The ACC control was little more than nominal and that for & short
time only, but the authority of the Supreme Economic Council over the Bank
continued.

More formal action to subordinate the National Bank to the Govern-
ment we.s taken on May 3, 1946, when a decrce wes passed "temporarily suspending"
Articles 45 to 49,inclusive, of the Bank's Statutes. These articles had pro-
vided that "The Govermment shall take care that the Bank proceeds in con-
formity with the laws and its Statutes," and that the Governmeont Commissioner
appointed to supervise the Bank for this purpose should attend the meectings
of the General Assembly of the Bank "hut in a consultative capacity only."

The new decrce required the Minister of Finance to sce, not only that the Bank
proceecled in conformity with the laws and Statutes, but that "the conduct of
the business of the Bank conforms to the generael economic intercests of the
country and, especially, to thc policy in credit and foreign exchange which
the Govermment considers should be pursued." It was stipulated further that

1/ The bill also provides for the nationzlization of all the large Budcpest
banks, the only ones of importance in the country.
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the Goverment Commissioner must attend meetings of the General Assembly,

the Board of Directors, the Executive Committee; and the Board of Management,
and that the latter body '“may only make a decision in agrcement with him,"
Any objection raised by the Commissioncr to actions of the other bodies had
the efect of postponement. In practice, the Commissioncr became thc dic-
tator of the Bank. The extension of credit by the Bank continucd subject

to the direction of the Supreme Economic Council, although limitetions were
reimposed at the time of the stabilization of the currency on August 1, 1946,
upon the amounts of National Bank credit which might be made available di-
rectly to the Government.

The only step needed to complete the nationalization of the Bank,
i.ec., to transfer owncrship to the State, is covered by the legislation now
in prozess of being enacted. Expropriatcd sharcholders cre to be compensated.
hccording to reports, the bill does not apply to sharcs held by foreigners.
Althoush it is not known definitcly whether there is any foreign participation
in the National Bank, it is not considered likely. The cxclusion clause
probably was inserted to take carc of the situation of foreign shareholders
in the other banks which are covercd by the bill.

Netherlands

A bill for the nationalization of the Netherlands Bank was published
about the middle of June 1947. The adoption of a new law was anticipated in
the decree of October 1945 reinstating the Netherlands Bank Act of 1937 after
the war. In that decree, authorization was given for the withdrawal of the
Bank's note issue privilege at any time after January 1, 1946. The decree
also granted to the Bank powers to buy and sell bonds of the Kingdom of the
Netherlands and its overscas territories, as well as Netherlands Treasury
paper cven if such paper hed not been in the possession of third parties be-
forc the purchase. The appointment of the Bank's President has at all times
been & prerogative of the Government. There is also a Royal Bank Commissioner
who supervises the affairs of the Bank and acts as chairman of the Banking
Council which advises the Ministcr of Finance on banking policy.

The new bill (the text of which is not yet available) has as its
object the regulation of monctary policy for the benefit of the country, and
is reported to show some similarity to the law nationalizing the Bank of
England. The authority for the Finonce Minister to issue directions to the
Managing Director of the Bank is stated, with the proviso that the advisory
council of the Bank must be consulted in advance. Proposed terms of com-
pensation to present stockholders, specified in the law, are described as
rcasonable. None of the stock has hitherto been held by the Government.

Zgypt

It was rccently stated in a radio broadcast, with no press con-
fimeation as yet, that the Egyptian Goverrment had decided on the nationali-
zetion of the Netional Bank of Egypt, in which the Government has hitherto
held no proprietary intercst. It is possible that the broadcast referred to
a proposal for buying out the British-held shares in exchange for blocked
sterling balances. Nationalization of the Benk was mentioned as one of the
subjccts considered by M. Van Zeeland in his confidential report to the
Egyptizn Goverrment last year on recovery measurcs. The question of the
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Bank's cooperation with the State and of advances to the Treasury was dealt
with in 1939 when the Bonk's statutes were modified in accordance with the
Govecrment's wishes. From that time the board of dircctors became predomi-
nently Egyptian and the Bank was required to recruit its pcrsonnel exclusively
from Egyptians. Following these arrangements, the Egyption Parlizsment cx-
tended to 1980 thc issue privilcge which was due to expire in 1948. At
prescnt the Governor of the Bank is an Englishman and thc President of the
board of directors is Egyptian.

Neverthcless, the matter of "Egyptianization" of the staff was the
subject of a published complaint of the Minister of Finance against the Bank
in Nowamber 1946, which also revealed strong disagrecement on the subjcct of
the accumulation of sterling balances. Whatever the weight of the differences
between the Government and the Benk, the high tide of Egyptian nationalism
and the revolt against foreign influence give a strong impetus to the idea of
governnent ownership of the Bank.

Qther Countries

In Norway, where the State's participation in the ownership of the
central bank represents about one-sixth of the capital stock, the idea of
nationalization has been endorscd by the Finance Minister, but no detailed
proposzls for legislation have bcen made public.

A non-official resolution for nationalization of the privately
owned Reserve Bonk of Indie was discussed in the Legislative Assembly of
India early in 1947. Reports of the Interim Government's attitude toward
the proposal are somewhat conflicting, but it would appear that the Finance
Member mercly expressed the Government's sympathetic intersst without
promising definite efforts toward adoption of the proposal. The status and
scope of the Rescrve Bank is one of the problems which will have to be de-~
termined by the ncw governments after the anticipated division of the country
and after the political scttlement has becn outlined.

The question of central bank rcform has come up in Belgium in con-
necticn with the current contest bctween the Government and private business
interests for control of the national credit policy.l/ Prime Minister Spaak
has confimmed the necessity of rcforming the Bank to insure the predominance
of govermment policy over private intercsts but he stated that complete govern-—
ment cwnership was not taken for granted and that the Bank would not be reduced
to subservience to the Govermnment. This assurance is in harmony with Belgium's
present trend eway from controls.

The status of the Bank of Indo-China is to be radically changed
following recent negotiations between representatives of the French Government
and of the Indochinese States. Agreement has been announced on the proposal
to withdraw the issue privilege of thc Bank, which nominally has ten years to
run, and to create a ncw note issuing agency, the Institut Indochinoise
d'Enission. The new institution would be administered by a joint French and
Indochincse heard of directors. The Bank of Indo-China would thus be re-
stricted to the business of banking and to the financing of private enter-
prises. The agreement reached at the economic conference at Dalat will
presunably require legislative action to become cffective,

1/ Sec this Review, June 3, 1947.
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Three regional central banks were established in the American zone
of occupation in Germany in December 1946, replacing former regional offices
of the Reichsbank. Original capital for the banks was supplied by the govern-
ments of the respective Linder, but their stock is to be taken over within
two years by the credit institutions, public and private, in the ILinder. The
new banks hold the required reserves against deposits of the local credit
institntions, are charged with the regulation of the supply of credit and
the circulation of currency, possess open market powers, and serve as bankers
to the govermnments, but they do not issue notes and thus lack one of the chief
centrel baénk powers. A similar institution was established in Bremen after
that area became a separate Land of the American zone in 1947.

In the French zone of occupation, four independent Land Centrel
Banks took the place of Reichsbank branches from March 1, 1947, and similar
institutions were set up in the five regions of the Soviet zone. Consider-
ation is at present being given to the reform of banking in the British zone
corresponding to the system cstablished in the American zone.





