
Report o f  the Experts' Committee on
Reparations

FULL TEXT

The text of the report of the experts’ committee for the settlement of the rep
arations problem, which was signed in Paris on June 7, 1929, is as follows:

W
E transmit herewith to the 
governments which took 
part in the Geneva deci
sion and to the Reparation 

Commission our proposals for a complete 
and final settlement of the reparations 
problem, including the settlement of the 
obligations resulting from the existing 
treaties and agreements between Ger
many and the creditor powers; and we 
unanimously recommend the following 
plan to the governments concerned:

PART i.
Appointment, Terms of Reference and 

Constitution

This committee originated with the de
cision taken by the Belgian, British, French, 
German, Italian and Japanese Governments 
to entrust to independent experts the task of 
drawing up proposals for a complete and final 
settlement of the reparation problem. Twelve 
experts were to be chosen among the nationals 
of countries which participated in this de
cision and two among the nationals of the 
United States of America. Each of the ex
perts invited was empowered to appoint an 
alternate.

The appointments of the invited experts as 
members of the committee were made accord
ing to the following procedure:

The Belgian, British, French, Italian and 
Japanese experts were appointed by the Repa
ration Commission upon the nomination of 
their respective governments.

The German experts were appointed by the 
German Government.

The experts being citizens of the United 
States of America were appointed by the Repa

ration Commission conjointly with the German 
Government.

The mandate of the committee of experts 
thus formed is set forth in the following terms 
of reference:

“ The Belgian, British, French, German, 
Italian and Japanese Governments, in pursu
ance of the decision reached at Geneva on Sept. 
16, 1928, whereby it was agreed to set up a 
committee of independent financial experts, 
hereby entrust to the committee the task of 
drawing up proposals for a complete and 
final settlement of the reparation problem.

“These proposals shall include a settlement 
of the obligations resulting from the existing 
treaties and agreements between Germany 
and the creditor powers. The committee shall 
address its report to the governments which 
took part in the Geneva decision and also to 
the Reparation Commission.”

The committee was constituted with the 
following membership:

Belgian experts: M. Emile Francqui, M. 
Camille Gutt—alternates: Baron Terlinden, M. 
H. Fabri.

French experts: M. Emile Moreau, M. Jean 
Parmentier—alternates: M. C. Moret, M. Ed
gar Allix.

German experts: Dr. Hjalmar Schacht, Dr. 
A. Voegler—alternates: Dr. C. Melchior, Dr. 
L. Kastl.

British experts: Sir Josiah Stamp, G. B. E.; 
Lord Revelstoke, G. C. V. 0 .—alternates: Sir 
Charles Addis, K. C. M. G.; Sir Basil Blackett,
K. C. B., K. C. S. I.

Italian experts: Dr. Alberto Pirelli, M. 
Fulvio Suvich—alternates: M. Giuseppe Bian- 
chini, M. Bruno Dolcetta.

Japanese experts: Kengo Mori, Takashi
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Aoki—alternates: Saburo Sonoda, Yasumune 
Matsui.

American experts: Owen D. Young, J. P. 
Morgan—alternates: Thomas N. Perkins, T. 
W. Lamont.

We have to record our deep sense of regret 
at the death of Lord Revelstoke, which took 
place suddenly at an early hour on Friday, 
April 19. By his untimely removal from our 
counsels we suffered the loss of one whose un
failing tact and wisdom had gained the affec
tion and respect of all of us and contributed 
greatly to our progress. In honor of his mem
ory all meetings were suspended until Tuesday, 
April 23. On April 20 the Reparation Commis
sion unanimously passed a resolution “ deplor
ing the death of Lord Revelstoke and instruct
ing the general secretary to convey an expres
sion of sympathy to the committee of experts 

■■on the loss of their distinguished colleague.”

In a separate communication the Reparation 
Commission advised the committee that they 
had “ unanimously appointed, on the nomina
tion of His Britannic Majesty’s Government, 
Sir Charles Adois, K. C. M. G., to be a member 
of the experts committee in succession to the 
late Lord Revelstoke.”

On May 23 the committee were advised that 
the German Government had appointed Herr
L. Kastl to be a member in the place of Dr. 
Voegler, of whose resignation the committee 
had learned with regreat on the previous day.

PART II

Meetings of the Committee

T HE experts met for the first time in
formally at the Bank of France on 
Saturday morning, Feb. 9, to fix the 

date of the first meeting of the committee and

T im e s  W id e  W o r ld

THE EXPERTS’ COMMITTEE ON REPARATIONS
The first meeting of all the delegates to the Reparations Conference, which was held under the 
chairmanship of Owen D. Young, an American delegate, in the Blue Room of the Hotel George 
V, in Paris. On Friday, June 7, an agreement was reached after four months of deliberation, 
during which time the conference on two occasions threatened to end in failure as the result 
of radical disagreement between Germany and her creditors as to the size of the annuities. 
It was largely owing to the tact and persistence of Chairman Young that a succesful compro

mise was reached
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to discuss matters of organization and pro
cedure.

The first regular meeting of the committee 
was held on Monday. Feb. 11, at 2 o’clock in 
the afternoon, in the Hotel George V. At this 
meeting Mr. Owen D. Young was unanimously 
chosen chairman.

The committee has been in continuous ses
sion over a period of some seventeen weeks. 
Subcommittees were set up as required for the 
study of particular questions and met fre
quently in the intervals between the plenary 
sessions.

PART III
Attitude of the Committee

T HE report of the Dawes commit
tee opened with the following 
words:

“ We have approached our task as business 
men anxious to obtain effective results. We 
have been concerned with the technical and 
not the political aspects of the problem pre
sented to us. We have recognized, indeed, 
that political considerations necessarily set 
certain limits within which a solution must be 
found if it is to have any chance of acceptance. 
To this extent, and to this extent only, we 
have borne them in mind.”

It is in this spirit that the present commit
tee have addressed themselves to the task of 
rounding off the work of their predecessors 
which was advisedly left incomplete. By deter
mining the number and amount of the annu- 
ties and providing for the conversion of the 
reparation debt from a political to a commer
cial obligation they have, to the best of their 
ability, tried to perform the task committed to 
them of devising a scheme which might fairly 
be accepted by all parties concerned.

Throughout our deliberations and in our 
present proposals we have endeavored to reach 
our conclusions on economic and financial 
grounds. But we have realized, like our pred
ecessors, that political factors necessarily set 
certain limits within which a solution had to 
be found if our proposals were to secure ac
ceptance. We had, therefore, to base our deci
sions not only on economic, but also to some 
extent on political considerations.

Juridical Questions Involved

Many important juridical questions are also 
involved, and while as financial experts we 
are not specially qualified for going into de
tails on them, their broader aspects have been 
always in our minds.

Indeed, it has been clear to us that close 
attention to them would have made our han
dling of the larger questions well-nigh impos
sible; but the committee is satisfied that the

scheme it recommends is within its terms of 
reference.

The meeting of the present committee of 
experts marks the first occasion on which 
representatives of all these six nations chiefly 
concerned (together with American experts) 
have sat down together to work out on a large 
scale the common problems of reparations 
and to cooperate in exploring the various 
means by which Germany could be enabled to 
discharge her obligations.

The Dawes report made no attempt to es
tablish the causes leading up to the situation 
which its provisions sought to ameliorate. In 
adhering to this precedent we have attempted 
to go further and, through the proposed crea
tion of the machinery which we recommend 
to set up an institution whose direction from 
the start shall be cooperative and international 
in character; whose members shall engage 
themselves to banish the atmosphere of the , 
war, to obliterate its animosities, its partisan
ships, its tendencious phases; and to work to-1 
gether for a common end in a spirit of mutual 
interest and good-will.

PART IV
Study of Germany’s Economic Conditions

DURING the course of its deliberations 
the committee have given close con
sideration to the various aspects of 

Germany’s present economic position and 
future potentialities, because of their material 
relation to her capacity to discharge obliga
tions to foreign creditors.

The committee had among their number six 
members of the Dawes committee of 1924 
whose contact with this aspect of the subject 
was obviously at that time close and responsi
ble. Further, the committee includes several 
who have been associated with the practical 
working of the plan. These members have 
naturally had an unusual and continuous in
terest in the course of events unrolled during 
the past five years.

Furthermore, the periodical reports made 
by the Agent General and trustees and com
missioners upon the working of the Dawes 
plan and the reports of the Reichsbank itself 
have given comprehensive reviews of Ger
many’s position and development. The body 
of knowledge so available and the public in
terest and discussion it has stimulated have 
been of the greatest assistance to the com
mittee.

Moreover, they have been specially assisted 
by the able and lucid descriptions of the 
present economic condition of Germany and the 
possibilities of German development which 
have been made by the German experts who 
were well fitted by their respective positions
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in Germany to give in combination an impres
sive review of the subject.

Considerations put forward by them in our 
numerous discussions and in answer to the 
questions addressed to them have been a con
stant and powerful influence in leading us to 
our conclusions.

The G irman experts have given the com
mittee complete information as to the demands 
for foreign capital made by German economy 
during recent years and as to the items which 
m their opinion counteracted this: External 
assets of Germany, reconstitution of the stocks 
and of the machinery of the country. The 
productivity of capital thus invested has been 
discussed by the committee, who have also 
considered the comparison between the fiscal 
burdens and the burdens of public debt in 
Germany and m other countries.

The German experts have also made state
ments before the committee as to the present 
state of German industry and agriculture, the 
general level of wages, the budgetary situa
tion, the balance of payments, the financial 
effect of compensation to her nationals, the in
fluence upon her trade of customs barriers 
abroad and the special situation of an indus
trial country such as Germany, which has had 
to reconstitute her working capital and at the 
same time assume the burden of heavy inter
national obligations.

Germany’s Resources

The German experts laid stress on the ques- 
;on of natural resources available to Germany, 
whether within her borders or not, and on 
Germany’s capacity to pay as affected thereby.

These statements have been present in the 
consideration of the expeits and m a large 
measure their conclusions have been influenced 
by them

It is unnecessary for us to set out the vari
ous considerations of an economic character 
which have led to our conclusions on the capac
ity of Germany to transfer. We believe that 
in the scale of annuities and the conditions 
recommended we have given proper regard to 
the potentialities of all the economic conditions 
and financial forces normally and naturally 
involved

We believe further that in arranging for a 
part of the annuity to carry rights of post
ponement and for impartial inquiry we have 
provided for the possibility of meeting any ab
normal or special difficulty arising which might 
seriously affect Germany’s capacity for a time, 
despite all that might be done by Germany’s 
good-will and ingenuity, to meet such diffi
culty without having recourse to an altogether 
exceptional but nevertheless very valuable 
expedient.

As a substitute for the present system of 
transfer protection with its semi-political con
trols, its derogation from Germany’s imtiative 
and its possible reactions upon credit, we are 
recommending a scheme of annuities appre
ciably smaller than the Dawes obligations and 
subject to new and elastic conditions which are 
described at length in the succeeding chapters 
of the present report.

As an internal burden to be borne by annual 
taxation the scheme we propose is matenally 
less, it is closely assimilated to commercial and 
financial obligations; it carries with it wel
come fieedom from interference and super
vision and it is provided with adequate safe
guards against any period so critical as to 
endanger Germany’s economic life.

PART V
Course of the Proceedings

THE committee addressed themselves at 
the outset to the essential task before 
them, namely, to determine the number 
and amount of the annuities to be paid by Ger

many, but they soon found the amounts were 
to a considerable extent contingent upon the 
machinery and form of payment and, therefore, 
that they were not at that stage ready to reach 
a conclusion either as to the amount of the 
annuities or the number of years during which 
they should continue.

Moreover, if Germany were to be given a 
defimte t$sk to perform on her own responsi
bility, and if the committee were to substitute 
for many of the features of the Dawes plan 
machinery of a non-political character in the 
realm of general finance, it was clearly neces
sary to elaborate a system for handling the 
annuities in a way which, so far as it led to 
their commercialization, would remove them 
fiom the sphere of inter-govemmental rela
tions.

In the first instance some time was occupied 
by the committee in hearing the statements 
from the German experts on German economic 
conditions and the outlook for the future so 
far as they affected Germany’s capacity to pay 
obligations in foreign currencies. It then be
came known that the German group felt that 
the ability of Germany to undertake a definite 
annuity obligation might vary, according to 
other provisions comprised in the committee’s 
recommendations, and in particular, according 
to whether the annuity was entirely uncondi
tional or whether some portion of it was paya
ble under arrangements for postponement in 
the event of financial and exchange difficulties.

The idea was also put forward that if such a 
situation arose it was desirable for it to be 
immediately considered by an appropriate non
political committee acting in an advisory
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capacity to the powers concerned and meeting 
unostentatiously without waiting to be consti
tuted by the lengthy process of diplomatic 
action. It was quickly realized that since the 
amount of the burden which Germany could 
agree to accept was directly related to such 
comcomitant conditions, these conditions must 
be first explored.

Problem of Smaller Annuities

At the same time the possibility of accepting 
smaller annuities than those fixed under the 
Dawes plan was admittedly dependent upon the 
certitude and ease with which the creditors 
could commercialize the obligations untier non
political conditions.

The arrangements that have been in force 
under the Dawes scheme for liquidating a part 
of the annuity by means of deliveries in kind 
required consideration from two points of view:

(a) The substitution for the existing meth
ods of a more elastic machinery which, as the 
Dawes committee recommended, should be nen- 
political; and

(b) The gradual termination of the system 
at the earliest moment consistent with existing 
relationships and with the interests of Ger
many, whose economic life has been during the 
past few years gradually adapted to them and 
who would feel herself prejudiced in an eco
nomic sense by their too sudden termination.

The Inquiries upon these subjects were found 
to be converging upon one central point, viz., 
the nature of the authority which should act as 
the chief medium for discharging the various 
functions under a new plan.

In the exploration of the problem of sub
stituting authority of an external financial and 
non-political character for the present machin
ery and controls of the Dawes plan (viz., 
the administration of the Agent General and 
of the various commissioners in Berlin and 
those functions of the Reparation Commission 
which were involved), they immediately met 
with the necessity for a trustee to whom the 
payments in foreign currencies and reichs
marks should be made by Germany and by 
whom the distribution to the appropriate re
cipients should be managed.

In the second place, the problems of mobiliza
tion and commercialization demanded a com
mon centre of action and authority for the 
purpose of coordinating and controlling the 
arrangements, and there were obvious advan
tages in such an authority being of a continu
ous or permanent character.

In the third place, the continued existence of 
deliveries in kind necessitated special ma
chinery of direction and control, at any rate, 
for a period of years.

They had already considered the desirability

of an advisory committee which could take any 
necessary action in connection with the declara
tion of a postponement on the postponable 
part of the annuity. A permanent central 
authority might include among its functions 
the convening of such an advisory body, inter
national in character and existing as a con
stituent part of this central authority, to con
sider the situation which had brought about the 
necessity for a postponement, or the situation 
which a postponement itself created.

Again, the possibility that, either excep
tionally or regularly as part of the plan, ob
ligations would be discharged in marks within 
Germany necessitated a financial authority to 
arrange for the disposition of such funds or 
assets in the interests of the creditors by ar
rangement with the Reichsbank or other Ger
man authority.

Moreover, in so far as the task of transfer
ring the payments into foreign currencies in
volved, besides a restriction of imports, an ex
tension of the German export trade, we en
visaged the possibility of a financial institution 
that should be prepared to promote the in
crease of world trade by financing projects, 
particularly in undeveloped countries, which 
might otherwise not be attempted through the 
ordinary existing channels.

Plan for International Bank

These several considerations led the com
mittee to the elaboration of a plan for a Bank 
for International Settlements which should 
in its various functions, meet all these point 
The outline of this scheme is given in Section 
6, Annex I.

It will be seen that the essential reparation 
functions of the bank were such as to form 
a solid reason for its existence; but the com
mittee were led inevitably to add to those 
reasons the auxiliary, but none the less ma
terial, advantages that it might have in the 
general position of present international 
finance.

Just as it had been difficult at the outset 
to tabulate and discuss a precise program of 
annuities under a new system until such a sys
tem were agreed in outline, because the amounts 
were themselves dependent upon that system, 
so at this point in the discussions it became 
difficult for the various members to form defi
nite opinions and commit themselves on all 
details as they were elaborated in the new 
system until a clearer idea of the obligations 
that would be undertaken by Germany under 
that scheme had been obtained.

Without, therefore, having resolved all 
points of doubt on the new system or done 
more than sketch it in broad outlines, they



TEXT OF REPARATIONS REPORT 729

found that the moment had arrived when dis
cussion of figures became possible and nec
essary.

At this stage the following broad principles 
were understood to be likely to find their way 
into any final settlement

(1) A division of the annuity into an un
conditional and a postponable part.

(2) The necessity for continuing deliveries 
in kind for a few years.

(3) The arrangement of suitable condi
tions for the postponable 
part in times of excep
tional difficulty.

In ordei to put the ques
tion into concrete terms, 
memoranda were tabulated 

° by the chan man, the ex
perts of the four chief 
creditor countries and the 

..German experts A consid
erable time was spent in 
discussing these proposals 

"  without agreement being 
reached.

Finally, the chairman 
prepared a new and inde
pendent plan in which these 
divergent views w e r e  
brought closer together.
The mam feature of his 
plan was an average 
annuity of 2,050,600,000 
reichsmarks; and subject to 
certain reserves as to the 
matters of detail this figure 
was accepted by the entire 
committee as the basis of 
further discussion and led to the unanimous 
recommendations now put forward.

Among those reserves is the question of the 
settlement of the Belgian marks claim, which 
the committee had continually in contempla
tion, and the unanimous agreement upon which 
is to be found m Annex VI.

PART VI
Functions of International Bank

GENERAL Reasons for the Constitution of 
an Institution With Banking Functions 
—A general plan for a complete and 

final settlement of the reparation problem, be
ing primarily financial in character, involves 
the performance of certain banking functions 
at one or more points in the sequence between 
the initial payment of the annuities and the 
final distribution of the funds

A banking institution designed to meet these 
requirements justifies and makes logical the 
liquidation of all political controls and pro
vides, instead, machinery essentially commer

cial and financial in character which carries 
with it all the support and at the same time 
all the responsibilities that economic engage
ments imply

The process of removing the reparation 
problem from the political to the financial 
sphere, which was begun in the Dawes plan, 
will thus be carried a step further.

In general terms, the institution will take 
over such functions of the existing agencies 
as it may be necessary to continue and will 

perform the whole work 
of external administration, 
such as the receipt and dis
tribution of payments and 
the commercialization of 
those parts of the annuities 
which are susceptible of be
ing commercialized.

The operations of the in
stitution will be assimilated 
to ordinary commercial and 
financial practice. Its or
ganization will be outside 
the field of political influ
ences, and its powers and 
facilities will be sufficiently 
broad to enable it to deal 
freely and promptly with 
the problems involved in the 
settlement of Germany’s ob
ligations.

The institution will be 
equipped with machinery 
which will provide an clas
tic element between the pay
ments to be made by Ger
many and their realization.

In consequence, the creditors will have 
further assurance that the effect of economic 
changes on the flow of payments will be mini
mized, and Germany, on her part, will have 
the possibility of assistance during tempora
rily unfavorable conditions.

It is obviously desirable in the interest of 
obtaining results with the greatest efficiency 
not to limit unduly the functions of the insti
tution. The character of the annuities and the 
magnitude of the payments to be transferred 
over the exchanges provide at once the op
portunity and the need for supplementing with 
additional facilities the existing machineiy for 
carrying on international settlements and, 
within limitations, of the sound use of credit 
to contribute to the stability of international 
finance and the growth of world trade. We 
consider that, by judicious, non-competitive 
financial development, the bank should prove 
a useful instrument for opening up new fields 
of commerce, of supply and of demand, and 
will thus help to solve Germany’s special prob

Underwood
OWEN D YOUNG 

Chairman, United States delegate
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lem "without encroaching on the activities of 
existing institutions.

In designing the plan for the bank for in
ternational settlements, which is given in out
line in Annex I, we were, therefore, mindful 
of the fact that these new facilities should not 
supplant, but should augment and perfect ex
isting arrangements for carrying through in
ternational settlements. The bank will have 

(a) As its essential or obligatory func
tions those which are inherent in the receipt, 
management and distribution of the annui
ties, and (b) as its auxiliary or permissive 
functions those which evolve more indirectly 
from the character of the annuities.
There is no hard and fast line between the 

two sets of functions, because the first set 
leads naturally into the second.

Organization of the Bank

In view of the part which the bank will 
have to play in the general interest, it is ad
visable to place the control of its management 
in the hands of the central banks, since these 
are the organizations responsible in each mar
ket for the convertibility of the national cur
rencies and the control of credit.

At the time of the bank’s constitution the 
capital will be geographically distributed in 
such a way as to associate in the bank’s work
ing and in its development all of the coun
tries interested in the reparation settlement 
and all the financial markets which may sub
scribe to the bank’s issues.

Provision is made for the utilization of the 
net profits of the bank, due allowance being 
made for the payment of cumulative dividends 
on the capital stock, to create suitable reserve 
funds.

Provision is also made in case governments 
or central banks make long-term deposits 
with the bank whereby they shall share pro
portionately in the remainder of the profits 
after the requirements on account of dividends 
and the reserve funds have been covered.

Inasmuch as its international basis is an 
essential feature which distinguishes the in
stitution from all others, it has no single fiscal 
allegiance, and it is desirable that in its move
ments in the various national markets it 
should not be hampered or restricted by con
siderations of relative fiscal burdens, it is 
therefore recommended that the governments 
of the countries concerned enter into a con
vention for the avoidance of double and triple 
taxation of the bank along the following 
lines:

(a) The funds and investments of the bank 
to be freed from national taxation at the point 
where they derive interest, income and profit.

(b) All individuals and corporations receiv

ing profit, interest or income from the bank to 
be fully liable thereon to such taxation as 
such individuals and corporations would at
tract if the profit, interest or income were de
rived from any other source.

1. CAPITAL—On the formation of the 
bank its authorized capital will be in the 
equivalent of $100,000,000. The entire amount 
will be issued, but only 25 per cent of each 
share shall be called up until the board of 
directors decides on a further call. The alloca
tion of shares by countries is provided for in 
Section 2 of Annex I. The shares will carry 
no voting rights; but voting rights correspond
ing to the number of shares first issued in 
each country will be exercised by the central 
bank of that country in the general meetings 
attended by representatives of those banks, 
taking the place of general meetings of share
holders.

2. ADMINISTRATION—The entire admin
istrative control of the bank will be vested in 
the board of directors. The functions of a 
director of the bank are incompatible with 
those involving national political responsibili
ties, and the statutes of the bank will make 
the necessary provision in order to avoid such 
conflict of functions. All the directors and 
candidates shall be ordinarily resident in Eu
rope or shall be in a position to give regular 
attendance at meetings of the board.

The governor of the central bank of each of 
the seven countries to which members of the 
present experts committee belong, or his nomi
nee, will be entitled to be a director of the 
bank ex officio. Each of these governors 
may also appoint one director, being a national 
of his country and representative either of fi
nance or of industry or commerce. During 
the period of the German annuities the Gover
nor of the Bank of France and the President 
of the Reichsbank may each appoint, if they 
so desire, one additional director of his own 
nationality, being a representative of industry 
or commerce. These fourteen (or, as the case 
may be, sixteen) directors will elect not more 
than nine additional directors from lists fur
nished by and which may include the gover
nors of central banks in other participating 
countries.

If, in the process of organizing the bank or 
in the performance of its functions after estab
lishment, it is found that the central bank of 
any country or its governor is unable to act 
officially or unofficially in exercising the func
tions. authorities or privileges accorded to cen
tral banks under the plan or refrains from 
doing so, alternative arrangements not incon
sistent with the laws of that country will be 
made. These alternative arrangements are 
outlined in Section 12 of Annex I.
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3. DISTRIBUTION OP PROFITS—The 

profits shall be divided in accordance with the 
provisions contained in Annex I.

The foregoing outline of the functions and 
organization of the bank for international 
settlements, together with the fuller presenta
tion of the bank plan in Annex I, largely 
speaks for itself. It remains, however, to point 
out certain advantages which the bank offers 
as against the existing reparation procedure 
. and which advantages ac
crue both to Germany and 
to the creditor countries, 
because the bank, in putting 
the payments on a business 
basis, makes their receipt 
"the more certain and facili
tates their movement.

The new facilities intro
duced by the bank are m 
addition to the provisions 
given elsewhere m the plan 

'whereby Germany is enti
tled to declare a postpone
ment of transfer. They are,
■ather, in the nature of 
orestalling circumstances 

which might, o f themselves, 
lead to a transfer postpone
ment. These measures of 
prevention are of two gen
eral sorts:

First, the bank may em
ploy its power of giving

'edit to arrange temporary 
assistance in transferring 
the annuities.

Second, the bank will be in a position, in 
agreement with the Reichsbank, to invest in 
lei man leichsmarks currently accruing to its 
iccount at the Reichsbank.

This measure, to the extent to which it may 
be utilized, will return to the German economy 
i portion of the annuity and, through the 
lank’s credit mechanism, provide the foreign 
exchange with which to pay the current allot- 
nents to the creditors on account of the 
annuity.

The application of either or both of these 
measures is prompt and decisive and they 
operate in advance of the time when difficulties 
present themselves rather than afterward, and 
serve to ease any strain until such time as the 
discount rate and other corrective measures 
have had opportunity to exert themselves.

It is not to be assumed that these two meas
ures should be reserved for emergency use. 
The use of the bank’s credit by central banks 
within moderate limits and over short periods 
may, in time, become a normal function scarce

ly different in its exercise from the use of 
central bank credit by banks and bankers

All central banks for ordinary exchange 
operations or for other purposes would 
frequently find it advantageous to make use of 
the facility. The second measure, that of in
vesting within Germany some portion of the 
annuity receipts, should also find its uses in 
normal times. Both measures are necessarily 
limited by the funds which the bank will have 

at its disposal and by the 
requirement that it main
tains its liquidity at all 
times

These are instances of the 
bank’s utility to Germany. 
They also illustrate t.ie 
flexibility which the bank’s 
facilities give to the han
dling of the disbursements 
to the creditors. Further 
instances of joint benefit 
may be briefly indicated 

The bank will be able to 
give short term and inter
mediate credit to purchas
ers of deliveries m kind, 
notably for the construction 
of public works on dehvery- 
m-kind account.

Intermediate credit oper
ations need not be restrict
ed, however, to any one 
country’s goods On the 
contrary, it would be desir
able to broaden such opera
tions in the interest of 

world trade to the extent that the directors 
of the bank approve.

As a stabilizing factor in the foreign ex
changes its advantages are obvious, and if, in 
due time, the arrangements provided for an 
international settlement fund are put into ef
fective operation, the bank should go far to 
eliminate the costs and risks now incurred in 
the shipping and reshipping of gold.

The bank excludes from its procedure all 
political influences, and business principles and 
practice intervene to facilitate the settlement 
of Germany’s obligation without in any way 
qualifying her independent and sole responsi
bility.

The Office for Reparation Payments and its 
associated organizations in Berlin will be re
tired and the Reparation Commission’s rela
tions with Germany will be terminated. Ger
many will assume the responsibility for raising 
and transferring the annuities and the bank 
takes over the work of their receipt and dis
bursement.
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As already stated, the bank is so designed as 

not to interfere with the functions performed 
by existing institutions, but is to create for 
itself supplementary functions in a special 
field of its own. To this end every care should 
be exercised in the organization and admini
stration of the institution.

In the natural course of development it is to 
be expected that the bank will, in time, become 
an organization, not simply, or even predomi
nantly, concerned with the handling of repara
tions, but also with furnishing to the world of 
international commerce and finance important 
facilities hitherto lacking.

Especially it is to be hoped that it will be
come an increasingly close and valuable link 
in the cooperation of central banking institu
tions generally—a cooperation essential to the 
continuing stability of the world’s credit struc
ture.

PART VII
Form and Amount of A nnuities.

W E are proposing a series of total 
annuities which should be paid with 
the regularity of the coupons of or

dinary marketable bonds. But it is well rec
ognized that to the economy of every country 
there may possibly come at some time or other 
a year of stress and difficulty. To make the 
economic scope of such a period the determi
nant of the maximum capacity in the ordi
nary course would be to fix a sum quite un
acceptable to the creditors and an unreliable 
test of normal capacity to pay. It would be 
like fixing the standard of physical effort ex
pected from a workman in his years of health 
and strength by what he is capable of doing 
in his occasional weeks of illness.

While our proposals have made full allow
ance for all norma! and longrun considerations, 
it is possible that over exceptional and short 
periods the natural adjustment we contem
plate might be insufficient. We have accepted 
the argument of the German experts that in 
undertaking a responsibility of this character, 
identical in its nature with the solemn cove
nants of a debtor on a commercial and finan
cial basis, Germany is well advised to con
sider carefully what are the limits of the bur
den which are possible for her final accept
ance. We have, therefore, fully respected their 
scruples as to the undertakings they are pre
pared unconditionally to sign and have in
troduced a feature which can act as a safety 
valve in time of difficulty, viz., a right of post
ponement on Germany’s initiative of the trans
fer (and to a less degree of payment) of a 
portion of the annuity.

The range between the two figures (the un

conditional portion and the total annuity) is 
not to be taken as evidence of doubt as to Ger
many’s capacity of transfer (or of payment); 
it represents, rather, the concession that has 
been made to the honorable determination of 
the German experts not to make themselves 
unconditionally responsible for any obligation 
which they are not certain is within their 
power of performance in all circumstances.

It is, however, to be emphasized that the total 
amount of the annuity proposed, while being 
far from covering the claims set forth by the 
creditors is one which they have every reason 
to believe can, in fact, be both paid and trans
ferred by Germany.

Reduced Deliveries in Kind

The fact that part of it is postponable obvi
ates the danger of being above Germany’s ca-i 
parity to transfer in a period of difficulty, and 
it was the recognition of this principle which 
was one of the factors enabling the German 
experts to accept this scheme as an alternative 
not inconsistent with their original ideas.

In recommending that the system of deliv
eries in kind should be continued for a limited 
period and in decreasing amounts, we recog 
nized, as is pointed out in Section VIII (F) ol 
this report, the necessity for maintaining a 
transitional period so that all shock to existing 
economic conditions in Germany should be 
avoided. Germany’s power to transfer is thus 
maintained unimpeded by the friction of sud
den changes in trade conditions

PART VIII
A nnuities U nder New  Plan,

HE committee recommends that:
(1) The governments shall fix the 

exact date of termination of the Dawe.# 
plan and the substitution therefor of thd 
new plan.

In fixing such date the governments should 
bear in mind that this committee’s calcuia 
tions were made on the basis that the Dawes, 
plan would cease on Aug. 31, 1929, and th(l 
new plan commence on Sept. 1, 1929.

In case the governments should fix a date 
later than Sept. 1, 1929, it is recommended 
that financial adjustments shall be made so 
that the basis of payments provided for unden 
the new plan shall nevertheless commence as 
of Sept. 1, 1929, and the basis of payments 
provided for under the Dawes plan should 
cease as of Aug. 31, 1929.

(2) Payments under the plan of the Dawes 
committee should continue until the end of the 
present scheduled year, that is to say, Aug. 
31, 1929.

(3) The new plan should go into effect Sept.
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1, 1929, with the value of the thirty-seven 
annuities of 1,988,000,000 reichsmarks until 
March 31, 1966, the payments of the Dawes 
loan to be added.

(4) Payments to be made under the Dawes 
plan during the five months’ period preceding 
Sept. 1, 1929, after allowing for the Dawes 
loan, should be treated as payments necessary 
to cover the requirements of the creditor na
tions during this transition period, including 
outpayments for the year ending March 31, 
1930.

Should there remain any surplus after meet
ing the foregoing requirements, the question 
of disposing of such surplus as well as all 
matters and. expenses in connection with the 
transition from the operation of the existing 
arrangements to the new plan, shall be settled 
and adjusted between the governments.

(5) In order that the new annuities shall 
coincide with the German fiscal years, the 
schedule of payments to be made by Germany 
on and from Sept. 1, 1929, will be as follows 
(in reichsmarks):
Seven months, Sept. 1, 1929-March

31, 1930..............................................  742,800,000
April 1, 1930-Maich 31, 1931............. 1.707,900,000
April 1, 1931-March 31, 1932............. 1,685,000,000
April 1, 1932-March 31, 1933..............1,738,200,000
April 1, 1933-March 31, 1934............. 1,804,300,000
April 1, 1934-March 31, 1935............. 1,866,900,000
April 1, 1935-March 31, 1936............. 1,892,900,000
April 1, 1936-March 31, 1937..............1,939,700,000
April 1, 1937-March 31, 1938............. 1,977,000,000
April 1, 1938-March 31, 1939..............1,995,300,000
April 1, 1939-March 31, 1940.............2,042,800.000
April 1, 1940-Maroh 31, 1941..............2,155,500,000
April 1, 1941-March 31, 1942............. 2,180,700,000
April 1, 1942-March 31, 1943............. 2,198,000,000
April 1, 1943-March 31, 1944............. 2,194,300,000
April 1, 1944-March 31, 1945............. 2,207,500,000
April 1, 1945-March 31, 1946............. 2,203,800,000
April 1, 1946-March 31, 1947............. 2,199,500,000
April 1, 1947-March 31, 1948............. 2,215,200,000
April 1, 1948-March 31, 1949............. 2,210,000,000
April 1, 1949-March 31, 1950.............2,316,800,000
April 1, 1950-March 31, 1951............. 2,359,200,000
April 1, 1951-March 31, 1952............. 2,343,200,000
April 1, 1952-March 31, 1953............. 2,346,200,000
April 1, 1953-March 31, 1954............. 2,353,300,000
April 1, 1954-March 31. 1955............. 2,364,600,000
April 1, 1955-March 31, 1956............. 2,359,800,000
April 1, 1956-March 31, 1957............. 2,354,200,000
April 1, 1957-March 31, 1958............. 2,361,800,000
April 1, 1958-Maroh 31, 1959............. 2,393,800,000
April 1, 1959-March 31, 1960.............2,370,600,000
April 1, 1960-March 31, 1961............. 2,380,500,000
April 1, 1961-March 31, 1962............. 2,398,300,000
April 1, 1962-March 31, 1963............. 2,390,200,000
April 1, 1963-March 31, 1964............. 2,402,600,000
April 1, 1964-March 31, 1965............. 2,402,100,000
April 1, 1965-March 31, 1966............ 2,428,800,000

Constant annuity for thirty-seven years cor
responding to 1,988,800,000 Dawes loan to be 
added.

There remains the following schedule o f pay
ments thereafter to be made by Germany sub

ject to the special provisions dealing with these
years:
1966- 67 .............................................. 1,607,700,000
1967- 68 .............................................. 1,006,900,000
1868-69 .................................................1,616,700,000
1969- 70 .............................................. 1,630,000,000
1970- 71 ...............................................1,643,700,000
1971- 72 .............................................. 1,653,900,000
1972- 73 .............................................. 1,662,300,000
1973- 74 .............................................. 1,665,700,000
1974- 75 .............................................. 1,668,400,000
1975- 76 .............................................. 1,675,000,000
1976- 77 .............................................. 1,678,700,000
1977- 78 .............................................. 1,685,400,000
1978- 79 .............................................. 1,695,500,000
1979- 80 .............................................. 1,700,400,000
1980- 81 .............................................. 1,711,300,000
1981- 82 ..............................................1,687,600,000
1982- 83 .............................................. 1,691,800,000
1983- 84 .............................................. 1,703,300,000
1984- 85 .............................................. 1,683,500,000
1985- 86 .............................................  825,100,000
1986- 87 .............................................. 931,400,000
1987- 88 .............................................. 897,800,000

Out of the above annuities the following 
amounts shall be unconditional—namely, pay
able without any right of postponement of any 
kind in foreign currencies by equal monthly 
instalments, viz., 660,000,000 reichmarks per 
annum, to include whatever amounts are re
quired for the service of the Gprman external 
loan of 1924.

Payment of Annuity

The remainder of the annuity shall be pay
able in foreign currencies by equal monthly in
stalments, but subject to the conditions as re
gards postponement of transfer and of pay 
ment set out in Annex 4 of this plan.

The German Government undertakes for the 
purpose of the present provisions, as well as 
for the general purposes of the plan, that the 
reichsmark shall have and shall retain its con
vertibility into gold or devise as contemplated 
in Section 31 of the present Reichsbank law, 
and that for these purposes the reichsmark 
shall have and shall retain a mint parity of 
1/2790 kilogram of fine gold as defined in the 
German coinage law of Aug. 30, 1924 (atten
tion is called to the letter from the president 
of the Reichsbank given in Annex II).

For the purpose of (4) above, the outpay
ments for the year ending March 31, 1930, are 
as follows in G. M.:
France .........
Great Britain
Italy ............
Belgium . . . .  
Rumania .. . .
Serbia .........
Greece .........
Portugal . . . .

338.100.000
366.600.000
107.800.000 
23,400,000
8,800,000
5.900.000
5.300.000
7.200.000

Total 863,100,000
Costs of Occupation

Provision is made in Part 9 of Annex I
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whereby a percentage of the special reserve 
fund accumulated in the bank shall be placed 
at Germany’s disposal, if required, toward 
meeting the last twenty-two annuities payable 
under the above scale.

In calculating the above annuities we have 
taken into account the expenditures devolving 
upon Germany during the period of the new 
plan, such as were covered by the Dawes plan. 
However, we have not included the costs of 
commissions and the current expenses of occu
pation, as they are to continue only until a 
date to be fixed by the governments. The nec
essary arrangements for their payment should 
be made by the governments in connection with 
the adoption of the new plan.

Apart from the foregoing we recommend 
that as from the date of the putting into force 
of this plan Germany’s previous obligation 
shall be entirely replaced by the obligation 
laid down in this plan, and that the payment in 
full of the proposed annuities in accordance 
with this plan should be accepted by the creditor 
powers as a final discharge of all the liabilities 
of Germany still remaining undischarged, re
ferred to in Section 11 of Part I of the Dawes 
plan as interpreted by the decision already 
given by the interpretation tribunal set up 
under the London agreement of Aug. 30, 1924.

That tribunal should be retained in exis
tence, and any dispute that may arise between 
Germany, on the one side, and the creditor 
governments, or any one of them, or the bank, 
on the other, as to the extent o f these liabili
ties or as to any other question o f the inter
pretation or application of this plan, should be 
referred to it for final decision.

In the course of their proceedings the ex
perts of the principal creditor powers have 
also dealt with the question of the distribution 
of these anuities among the creditor powers. 
Their recommendations, drawn up after care
ful examination of the existing distribution ar
rangements and of other relevant considera
tions laid before them and with due regard to 
the rights and equities of the other countries 
(Greece, Portugal, Poland, Rumania, Serbia, 
Japan and the United States of America), 
having a share in the Dawes annuities, are set 
out in Annex VII, which they consider an in
separable part of the present report.

PAKT VIII (A)
Composition of the A nnuities

1
 SOURCE AND SECURITIES—The an

nuities are to be derived from two 
• sources: (1) The German Railway Com
pany; (2) The Budget of the Reich.
The committee, after a careful examination 

of the proposals put forward by the German

experts, were of the opinion that the annuities 
recommended by them should not be drawn 
wholly from the German budget, but that one 
source of payment utilized by the Dawes plan, 
namely, the railway company, should be main
tained. We desire to make it clear, however, 
that the retention of a contribution from the 
railway company is recommended, not only 
from the point of view of security, but also as 
a suitable method of raising the necessary 
revenue.

We have also considered the position with 
regard to the assigned revenues and, having 
regard to the fact that these revenues are 
pledged as collateral security for the service of 
the German external loan of 1924, we feel it 
is impossible to recommend the release thereof.

Nevertheless, we are of the opinion that it 
would be suitable for the German Government 
to discuss with the trustees for the bondhold
ers of that loan the possibility of simplifying, 
as far as possible, the existing machinery and 
that the creditor governments for their part 
should accept a similar arrangement. The 
effective security of the creditor governments 
should be substantially that indicated in Annex 
III, Section 3.

Apart from these special questions the com
mittee desires to record its view that the basis 
of security for the payment of the annuities is 
the solemn undertaking of the German Govern
ment, to which no further guarantee can add 
anything whatsoever.

The committee accordingly recommends that 
the creditor governments should take steps to 
release all controls, special securities, pledges 
or charges which may remain in their hands 
other than those specifically referred to above, 
and should recognize that their acceptance of 
the solemn undertaking of the German Gov
ernment replaces any securities, pledges, 
charges or controls as may now exist.

2. THE CONTRIBl'TION FROM TI1E 
GERMAN RAILWAY COMPANY—Under the 
German railway law of Aug. 30, 1924, enacted 
in accordance with the Dawes plan, the Ger
man Railway Company is subject to a mort
gage for eleven milliard G. M. in favor of the 
trustee for the German railway bonds and has 
issued to him a bond for eleven milliard G. M. 
This bond bears interest at 5 per cent per 
annum and carries a cumulative sinking fund 
of 1 per cent per annum, which first became 
operative on Sept. 1, 1927, interest and sinking 
fund being guaranteed by the government of 
the Reich.

This plan contemplates the abolition of the 
railway bonds, together with the attendant cir
cumstances of foreign participation in the 
management of the railway, and substitutes a 
contribution from the railway company as set 
out in the following paragraphs:
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The railway company shall be under an 

obligation to pay for thirty-seven years a 
direct tax comprising, if necessary, the trans
port tax to an annual amount of 600,000,000 
reichsmarks, being equal to the annual amount 
of the non-postponable annuity. This tax shall 
be imposed by German legislation and the re
ceipts therefrom guaranteed by the German 
Government. The railway company shall 
deposit with the Bank of International Settle
ments a certificate ac
knowledging its liability in 
respect of this obligation.

The amount payable shall 
be raised from the gross 
revenues of the company 
ranking after the expendi
ture on personnel and on 
the same footing with ex
penditure on material and 
consumable stores. It shall 
enjoy priority over any 
other tax now levied on the 
railway company or which 
may be levied in the future 
and shall rank prior to any 
other charge by way of 
mortgage or otherwise on 
the company. It shall be 
paid direct by the railway 
company to the account of 
the Bank of International 
Settlements at the Reichs- 
bank in instalments as laid 
down in Part VIII.

The foregoing conditions 
shall be incorporated in the 
law governing the railway company.

It shall be one of the duties of the organi
zation committee proposed in Annex V of this 
report to make suitable provision whereby the 
private and independent character of the Ger
man Railway Company, including its autono
mous administration in economic, financial and 
personnel matters, shall continue for the period 
of the plan without interference from the 
German Government.

3. THE TRANSPORT TAX—In addition to 
the 660,000,000 gold marks now payable di
rectly by the railway company, the Dawes 
plan requires a contribution to the standard 
annuity of 290,000,000 gold marks out of the 
actual yield of the transport tax. This tax is 
imposed by the German Government and the 
German Railway Company collects it for the 
government. The total yield of the transport 
tax, now considerably in excess of 290,000,000 
gold marks, appears among the receipts of the 
budget of the Reich and the contribution of
290,000,000 appears among its expenditures.

Under this plan the direct tax on the railway 
company comprises, if necessary, the trans
port tax, which is otherwise relieved from any 
special charge on account of reparations.

4. THE CHARGE ON GERMAN INDUS
TRIES—Under the industrial charges law en
acted in accordance with the Dawes plan, bonds 
aggregating 5,000,000,000 gold marks have 
been issued in respect of the German indus
tries by the bank for German industrial deben

tures to the trustee for 
the German industrial de
bentures- These bonds bear 
interest at 5 per cent per 
annum and carry a cumu
lative sinking fund of 1 per 
cent per annum which first 
became operative Sept. 1, 
1927, principal, interest and 
sinking fund being guaran
teed by.the Government of 
the Reich. The present 
contribution to the annuity 
from the industrial deben
tures thus amounts to 300,- 
000,000 gold marks.

This particular charge in 
no way differs from ordi
nary taxation save in the 
complications it involves in 
legislation and the machin
ery of collection.

We recommend that it be 
discontinued and that its 
disappearance be taken into 
account in distributing the 
relief from taxation which 

this plan will enable the German Government 
to bring into effect.

5. THE CHARGE ON THE BUDGET OF 
THE REICH—Under the original experts’ 
plan the contribution from the budget of the 
Reich in the fifth or current annuity year 
amounts to 1,250,000,000 gold marks, or one- 
half of the total standard annuity. This con
tribution is a charge on the budget as a whole, 
specifically secured by the assignment of the 
revenues from customs, beer, tobacco, sugar 
and alcohol to the Commissioner of Controlled 
Revenues. These revenues are paid by the 
collecting offices directly into the account of 
the commissioner at the Reichsbank. As early 
as practicable in each month out of the funds 
accumulated in his account, the commissioner 
pays into the account of the Agent General at 
the Reichsbank one-twelfth of the annual con
tribution from the budget, and thereafter in 
each month the revenues are automatically 
transferred by him to the account of the Ger
man Government at the Reichsbank. Under

Times Wide World

THOMAS W. LAMONT 
Unlled States delegate
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this plan the procedure to be followed will be 
worked out in detail by the appropriate organ
ization committee proposed in Annex V, regard 
being had so far as necessary to the arrange
ments which may be accepted by the trustees 
of the 1924 loan.

As the amount contributed by the German 
Railway continues- for thirty-seven years at 
the fixed level of 660,000,000 reichsmarks a 
year, the charge on the budget of the Reich 
varies with the total amount of the annuity. 
In the second year it stands at the figure of
1,136,400,000 reichsmarks and rises to a maxi
mum of 1,768,800,000 reichsmarks in the thir
ty-seventh year. Thereafter the contribution 
from the railway company ceases, the annuity 
falls sharply and the budget contribution 
covers the whole of the German liability for 
the remainder of the plan.

The average increase in the budgetary con
tribution during the first twenty years is 
about 24,000,000 gold marks annually, or about 
.24 per cent of the total revenues of the budget 
of the Reich, which at present are just under
10,000,000,000. This moderate and gradual 
increase in the budgetary contribution under 
the definitive settlement plan ought to be met 
in ordinary years without recourse to addi
tional taxation. Indeed, the substantial reduc
tion of the budgetary contribution as com
pared with the Dawes plan makes possible an 
immediate resumption of the tax reduction 
program which has been in progress since 
1924. The committee hopes that such further 
tax reductions, coupled with a definitive repa
ration settlement, will give a strong stimulus 
to saving and thereby materially assist in the 
internal formation of the new capital which 
Germany still requires.

PART VIII (B)
Increase of Payments U ntil 1966

PROGRESSION—Theauthorsof the Dawes 
plan believed that they could count upon 
a certain substantial and progressive in

crease in the prosperity of Germany arising 
not only from the employment of the rapidly 
increasing wealth of that country but also from 
the steady progress of world prosperity, and 
this belief found expression in the device of an 
index of prosperity. The plan contemplates 
that the amounts which Germany pays upon 
a fixed scale shall increase, generally speak
ing, year by year until 1966, reflecting in some 
small measure this anticipated increase in her 
prosperity. However, the annuities proposed 
are to start at a level which not only gives im
mediate and important relief to the German 
budget, to her exchange position and to her 
need for additional internal formation of capi

tal as compared with the standard Dawes an
nuity of 2,500,000,000 gold marks, but also pro
vides the greatest possible assurance that the 
new scheme will function from the beginning 
without any hitch or disturbance.

PART VIII (C)

T
h e  n o n -p o s t p o n a b i .e  a n n u i 

t ie s —Not the least difficult part of 
the task was the determination of the 

figure which Germany could immediately un
dertake as a final and unconditional obligation. 
The point at which difficulties might begin to 
arise in making transfers into foreign curren
cies is not exactly definable in advance; but 
every care has been taken to be so far within 
this limit as to remove every possibility of the 
risk of error. We recognize that in fixing the 
figure payable by Germany in foreign curren
cies without any right of postponement what- 
evei^at 660,000,000 reichsmarks, we have taken 
a  conservative amount. But we are satisfied 
that it is wiser deliberately to underestimate 
than to run the slightest risk of weakening 
German credit by proposing a figure which 
might not command instant acceptance by 
well-informed public opinion.

PART VIII (D)

THE POSTPONABLE ANNUITIES—In 
addition to the unconditional part of the 
annuity we propose a postponable part, 

transfer of which may, in certain circum
stances set out below, be postponed for a pe
riod not exceeding two years.

This postponable part of the annuity is de
signed to meet the situation which might arise 
in a period of special economic difficulty and 
distress. There will be other ways of meeting 
such a situation, and if they are applied our 
view is that recourse to this abnormal meas
ure will not in fact prove to be necessary. 
Nevertheless, as an additional precaution, it is 
valuable to Germany and provides by its very 
existence a safeguard against the dangers 
which too rigid a framework might have called 
into existence.

PART VIII (E)
Protection of Germany on Transfers

M
e a s u r e s  o p  s a f e g u a r d —The es
sence of the additional margin of 
safety given to a part of the annuities 

lies in the power to postpone transfer. We are 
recommending in order to protect Germany 
against the possible consequence of a compara
tively short period of depression which might 
for internal or external reasons put such a se
vere strain on the exchanges as would make 
the process of transfer abroad dangerous, that
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the German Government should have the right, 
on giving ninety days’ notice, to postpone 
transfers for a period not exceeding two years 
under conditions set out in Annex IV. Dur
ing the period of postponement the liability 
of the German Government with regard to the 
sums affected would in the first instance be 
limited to payment in reichsmarks to the ac
count at the Reichsbank of the Bank for In
ternational Settlements. Under certain condi
tions part of this payment 
may also be withheld.

On the declaration of any 
postponement the Bank for 
International Settlements 
shall convene the special ad
visory committee. At any 
other time when the Ger
man Government declares 
to the creditor governments 
and to the Bank for Inter
national Settlements that 
they have come to the con
clusion in good faith that 
Germany’s exchange and 
economic life may be seri
ously endangered by the 
transfer in part or in full 
of the postponable portion 
of the annuities, the com
mittee shall also be con
vened.

Upon being convened the 
special advisory committee 
shall forthwith consider the 
circumstances and condi
tions which have led up to 
the necessity for postponement or have cre
ated a situation in which Germany considers 
that her exchange and economic life may be 
seriously endangered by further transfers of 
the postponable portion of the annuity, and 
make a full investigation of Germany’s posi
tion in regard to her obligations under this 
plan. In their report to the governments and 
to the bank, having (in case of a postpone
ment of transfer) satisfied themselves that 
the German authorities have used every effort 
in their power to fulfill their obligations, they 
shall indicate for consideration by the govern
ments and the bank what in their opinion are 
the measures that should be taken in regard 
to the application of the present plan.

It shall further be the duty of the bank dur
ing a postponement of transfer to direct in 
conjunction with the Reichsbank the employ
ment of the reichsmarks paid to its account 
at the Reichsbank by the German Government. 
(See Section 6 of Annex I to this report.)

The following paragraphs sketch the organ
ization of the special advisory committee of

the Bank for International Settlements re
ferred to in the preceding paragraphs:

1. The committee should act in a purely 
consultative capacity. Its findings shall have 
no effective force unless confirmed and ac
cepted by the bank as trustee of the creditors 
and, if necessary, by the governments con
cerned.

2. The committee shall play no part in con
nection with the unconditional annuity accepted

by Germany and referred 
to in the plan as the “ un
conditional annuity.”

3. The committee shall be 
convened by the bank ac
cording to the rules of its 
own constitution when no
tice shall be received from 
the German Government. 
It shall not be required to 
meet at any other time.

4. The committee shall 
consist of seven ordinary 
and four coopted members. 
The ordinary members shall 
be nominated one by each 
of the following: The gov
ernors of the Reichsbank, 
the Banque de France, the 
Bank of England, the 
Banque Nationale de Bel
gique, the Banca d’ltalia, 
the Bank of Japan, a Fed
eral Reserve Bank of the 
United States or some 
other agreed American fi
nancial institution.

In the last two cases, such nominee being 
ordinarily resident in Europe, or in a position 
to give prompt attendance on a meeting of the 
committee being called, these nominees of the 
governors of the banks shall not be officially 
connected with the banking institutions in 
question nor with the government departments 
of their respective countries. After being sum
moned they may, if they so desire, coopt not 
more than four additional members with the 
intent that special aspects, whether in finance, 
exchange, industry, &c., of the particular situa
tion in question shall be represented. During 
the course of the proceedings and until the re
port is made the coopted members shall be 
equal in all other respects to the ordinary 
members, but they shall thereafter be dis
charged from office.

5. The committee may proceed by way cf 
hearing evidence or asking for documents as 
it may desire, but the president of the Reichs
bank, and/or any other person nominated by 
the German Government, may appear before 
or submit to the committee the reasons for

Harris & Ewing

THOMAS N. PERKINS 
United States delegate
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which a postponement has been declared or 
measures are desirable as indicated above.

The committee shall neither grant nor refuse 
a postponement. After making inquiry it shall 
report to the governments and the bank as 
indicated above.

6. Unless otherwise arranged by consent, 
the expenses of the special advisory committee 
shall be borne by the German Government.

PART VIII (F)

D
e l iv e r ie s  in  k in d —The system of
deliveries in kind under the Dawes plan 
has come to play an important role in 

the economic life of Germany. We would not 
suggest the unlimited continuation of this sys
tem, which is open to many objections of a 
practical as well as a theoretical nature. We 
have felt, however, that its immediate cessa
tion would not be in the interests of Germany 
nor of the creditor powers, and that it would 
impose difficulties upon the export trade of 
Germany which might be injurious to her 
capacity to transfer.

We therefore recommend that the principles 
of the Dawes plan with reference to deliveries 
in kind should continue in existence for a 
limited period, and that the creditor nations 
should agree for a period of ten years to ab
sorb by this means in respect of each year a 
limited and decreasing amount of the post- 
ponable portion of the annuity substantially 
in accordance with the following table:
First year ..............................................750.000.000
Second year .......................................... 700,000,000
Third year ............................................650,000.000
Fourth year ..........................................600,000,000
Fifth year ..............................................550,000,000
Sixth year ..............................................500,000,000
Seventh year ........................................ 450,000,000
Eighth year .......................................... 400,000,000
Ninth year ............................................350,000,000
Tenth year ............................................300,000,000

The foregoing table i3 to be adapted to the 
actual annuities of the new plan without in
creasing the total.

The creditor powers, by arrangements ef
fected among themselves, will fix the propor
tions in the total of each year’s volume of de
liveries in kind (including deliveries under 
reparation recovery acts or any equivalent sys
tem substituted therefor, by agreement up to 
23.05 per cent for Great Britain and 4.95 per 
cent for France of the total amount provided 
for each year) which each of them will receive.

The Bank for International Settlements shall 
manage the disbursements on deliveries-in-kind 
account, and in making distributions of cash to 
the creditor countries shall have due regard for 
those portions of the annuity which are re
stricted to payments for deliveries in kind.

The committee also recommends that new

regulations be adopted by the governments 
modifying the Wallenberg regulations to con
form to the new plan ar.d, so far as practicable, 
simplifying and liberalizing them.

The committee recommends that provision 
be made in the new regulations permitting 
the several powers to dispose oi some part of 
their respective quotas of deliveries outside 
of their own territories under suitable restric
tions.

The proposed repartition of the deliveries in 
kind among the several creditor powers is con
tained in Annex VII, dealing with repartition 
of the annuities.

PART IX
Liquidation of the Past

I
N order to arrive as rapidly as possible at 
a general liquidation of the financial ques
tions raised by the war and the subse

quent treaty of peace, a liquidation which 
alone can insure the definite return of Europe 
to normal financial and economic conditions, 
the committee recommends the clearing up of 
these questions in a broad spirit of mutual 
concession.

We understand that a settlement on these 
lines will render obsolete the accounts between 
the Reparation Commission and Germany re
lating to transactions prior to the period of 
the Dawes plan, together with all accounts in
volving credits against the original capital 
debt. We are strongly of the opinion that 
these accounts should be closed at the earliest 
moment.

The creditor governments, under this plan, 
will be reducing the whole body of their claims 
arising out of the war or under the Treaty of 
Versailles to a considerable extent. The ex
perts of the creditor countries are aware that 
past transactions have given or may give rise 
to claims by Germany, some of which are still 
unsettled, and, while they are not able to go 
into the merits of these claims, they consider 
that the creditor governments are fully en
titled to expect that Germany should waive 
them in consideration of the consolidation of 
the creditors’ claims at a reduced figure. Any 
other course would be inconsistent with then- 
intention that, just as the new annuities cover 
all the claims defined in Part XI of the Dawes 
plan, so they should be paid free of deduction 
in respect of any past transactions. The com
mittee recognizes, however, that this is en
tirely a matter for the governments to deal 
with.

To assure the general confidence indispen
sable for the successful working of this plan, 
the committee recommends that the govern
ments mr.ke no further use, from the date
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of the acceptance of this report, of their right 
to seize, retain and liquidate property rights 
and interests of German nationals or compa
nies controlled by them in so far as not al
ready liquid or liquidated or finally disposed 
of, and that the outstanding questions concern
ing such properties should be definitely cleared 
up within one year after the coming into force 
of this plan by arrangements between the gov
ernments concerned and Germany.

This recommendation, nat
urally, has no application in 
cases where special settle
ments have already been 
made.
The acceptance of this 

plan necessarily involves 
the dissolution of the joint 
liability of Germany on the 
one side with Austria-Hun
gary and Bulgaria on the 
other side for reparation, 
and therefore finally abol
ishes every obligation, pres
ent or future, in either di
rection which may 
between these powers from 
this joint liability.

The committee recom
mends, in particular, that 
the creditor powers should 
abstain from recovering the 
credits of Germany against 
her former allies referred 
to in Article 261 of the 
Treaty of Versailles, Ger
many for her part renounc
ing any net balance which might be due to her 
as a result of these credits.

In their unanimous desire that the remain
ing financial questions arising out of the war 
should be settled as soon as possible in order 
to promote the spirit of international harmony 
and collaboration, the experts unanimously 
recommend to the creditor governments that 
they complete the work of the experts’ com
mittee by dealing with and disposing of within 
the first year of operation of the new plan the 
claims and debts for ceded properties and 
liberation bonds held in the hands of the 
Reparation Commission against the so-called 
succession States. This question is referred to 
in Annex VII.

PART X
Commercialization and Mobilization

HAVING recommended the creation of the 
Bank for International Settlements in 
order to provide machinery for the re

moval of the reparation obligation from the

political and financial sphere, we have further 
considered what procedure is necessary in 
order to assimilate this obligation as clearly as 
possible to an ordinary commercial obligation 
(“commercialization” ).

Further, certain governments are known to 
attach particular importance to the possi
bility of raising money by the issue to the 
public of bonds representing the capitali
zation of the unconditional portion of the 

annuity (“ mobilization” ).
It is, of course, not within 

our power to advise as to 
the time at which such is
sues can be made with ad
vantage or as to the terms 
and conditions on which is
sues should be made. The 
arrangements to be made 
would, no doubt, vary ac
cording as, for example, an 
issue is to be made for cash 
in the general interest of all 
the creditor governments or 
an internal issue is to be 
made in one single country 
by way of conversion of 
government debt.

It will be the province of 
the bank itself to advise 
upon such matters; but we 
have thought it necessary to 
advise a framework within 
which these operations may 
take place.

The framework is given 
in Annex III. It provides, 

first, that the annuities themselves shall be 
represented by a German Government cei- 
tificate of indebtedness deposited with tne 
bank, similar to those in use in ordinary com
mercial practice (a proper distinction being 
made in the coupons between the conditional 
and unconditional portions of the annuity). 
The provisions regarding security are given 
in the annex and the conditions in which mo- 
bilizable bonds should be created and issued are 
defined.

One of the most important provisions of this 
scheme is that annuity moneys should be dis
tributed by the bank in strict proportion to 
the rights of each party—whether government 
or bondholder.

As far as, according to the conditions of the 
issue, reparation loans (general or conversion 
loans) are subject to an anticipated redemp
tion, Germany should be entitled to redeem 
these loans; the part of the annuity destined 
for the service of the redeemed loan will then 
accrue to her.

The wish has been expressed that, so far

Keystone Views
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as possible, reparation loans will not be issued 
without granting the debtor an appropriate 
right of anticipated redemption.

We recommend that Germany should also 
have-the right to redeem all or any part of 
not yet mobilized annuities on a basis of 5.25 
per cent discount.

PART XI
T he New  Plan Contrasted W ith the 

Dawes Plan

T
HE Dawes plan, although drawn up at a 
time of intense crisis, has by a test last
ing over nearly five years justified by 

facts the postulates on which it was based as 
regards both the restoration of the public fi
nances of Germany and her economic recovery.

It may be well to summarize briefly the 
points of advantage—whether to Germany or 
her creditors—claimed for the new proposal 
which justify a departure from a scheme that 
has in the past rendered signal service.

The plan drawn up by the committee to af
ford a definite solution of the reparation ques
tion accompanies a reduction in the existing 
obligations of Germany by an essential modifi
cation in their financial and political status. 
In so far as the creditors are relinquishing 
substantial advantages in the face value of 
payments due under the present scheme, they 
are doing so only by reason of these improve
ments in intrinsic and available values which 
arise from the practicability and certainty of 
commercialization and mobilization within a 
reasonable period and in its attendant financial 
and economic psychology.

Among the modifications which are consid
ered specially important are the following:

1. FIXATION OF THE PERIOD AND 
THE DEBT—The Dawes plan imposes, in vir
tue of the index of prosperity, increasing an
nuities of which the number are not fixed. The 
new program indicates a definite number of 
fixed annuities.

2. DISAPPEARANCE OF THE INDEX 
OF PROSPERITY—Only estimates which 
vary very widely of the ultimate effect of the 
index of prosperity can at this date be made. 
But in no circumstances could Germany bene
fit therefrom, and the disappearance of this 
element of uncertainty is wholly to her benefit.

3. ATTAINMENT OF FINANCIAL AU
TONOMY—Under the Dawes plan Germany 
can only obtain the discharge of her obliga
tions in marks by the existence of a system 
of transfer protection which involves a meas
ure of external control. This brings attendant 
limiting effects on German credit and finan
cial independence which render difficult, if not 
impossible, any mobilization of the German

debt. The new plan would be abandoning the 
fundamental purposes for which it was in
tended if it did not cancel this clause and leave 
to Germany the obligation of facing her en
gagements on her own untrammeled respon
sibility.

4. POSTPONEMENT SAFEGUARDS — 
Nevertheless, if an exceptional emergency in
terrupts the normal course of economic life to 
which the scheme is adapted, Germany can, 
on her own initiative, resort to certain meas
ures of temporary relief.

The annuity is divided into two parts, of 
which one is subject to postponement of trans
fer and payment.

Germany will thus be enabled, under certain 
circumstances, temporarily to relieve her bal
ance of payments and will, in fact, enjoy the 
advantages of a form of transfer protection 
without its attendant limitations.

5. DELIVERIES—While the Dawes plan 
reluctantly accepted the expedient of deliveries 
in kind, the new plan, in spite of the desire of 
the creditor powers to dispose freely of their 
shares of the annuities, recognizes the unde
sirability of a sudden cessation of the system 
at present in force. The creditors are, there
fore, to take deliveries in kind for ten years, 
but in decreasing amounts, beginning with
750,000,000.

6. MOBILIZATION—From the point of 
view of the creditor powers an essential fea
ture of the new plan which induces them to 
agree to reductions on their claims that leave 
them burdened with a considerable part of 
their expenditure for the damages caused by 
the war, is the fact that the annuity is paid 
in a form lending itself to mobilization.

7. FINANCIAL ORGANIZATION—The or
ganization and machinery of the Dawes plan 
were based on the conviction that it must find 
its proper guarantee in the interest of all par
ties to carry it out in good faith. In aiming, 
as it did, at the transference of the reparation 
payments from the political to the economic 
and business sphere, it presumed constant co
operation of debtor and creditors alike.

Advantages of the Bank

The new system goes further along the same 
road, replacing the collaboration of separate 
administrative and governmental organization 
by common work in a purely financial institu
tion in the management of which Germany is 
to have an appropriate pax-t. The present ad
ministrative organizations cannot have all the 
elasticity necessary for banking transactions 
of the magnitude of the payment and transfer 
of the annuities; but the new bank, in close 
association with the banks of issue and with 
the banking facilities at its command, will have
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all the necessary means of effecting these op
erations without disturbance to the German 
economy or to the economy of other countries.

In addition, it will be in a position to open up 
to trade new possibilities of development.

The operations which it is to undertake can
not be disturbed or hampered without irrep
arable damage to the credit of the countries 
concerned. This assurance should make it pos
sible to limit the guarantees established under 
the present system for the 
protection of the rights of 
the creditors to the mini
mum required for the 
prompt and facile commer
cialization of the mobilizable 
part of the annuity.

8. SUMMARY—The pro
posed plan continues and 
completes the work begun 
by the Dawes plan, which 
the position alike of Ger
many and of the other coun
tries made it impossible to 
do more than indicate in out
line in 1924. By the final 
reduction and fixation of 
the German debt, by the 
establishment of a progres
sive scale of annuities and 
by the facilities which the 
new bank offers for lessen
ing disturbance in the pay
ment of the annuities, it 
sets the seal on the inclu
sion of the German debt in 
the list of international 
settlement under which the debtor knows the 
tion of payments to the creditor countries on 
what might have been anticipated under the 
continued operation of the Dawes plan, it at 
the same time eliminates the uncertainties 
which were inherent in that plan and were 
equally inimical to the interest of the debtor 
and to the creditors by substituting a definite 
settlement under which the debtor knows the 
exact extent of his obligations.

PART XII.

CONCLUSION'S—It has been our object 
to make proposals for financial obliga
tions which, with the conditions and 

safeguards that accompany them, shall be 
within Germany’s capacity to pay, and we be
lieve that we have achieved this purpose.

We realize the responsibility of this declara
tion and we recognize how much depends on 
the future attitude toward one another of the 
peoples which, by ratification of their respec

tive governments, are to become parties to this 
agreement.

For the solution of the reparation problem 
is not only a German task but in the common 
interest of all the countries concerned; and it 
requires the cooperation of all parties. If their 
attitude should be tinged with antagonism, 
even with suspicion or a desire to create or 
continue one-sided economic discriminations, a 
settlement perfectly feasible with good-will 

would sooner or later en
counter difficulties, so that 
the long, slow, patient task 
of reconstruction in Europe 
would be definitely re
tarded. For without good 
faith and mutual confidence 
all agreements, all guaran
tees, are unavailing.

If, on the other hand, our 
proposals are adopted with 
good-will by all concerned 
and the rest of the world 
has confidence in the con
structive value of this mu
tual accord, then, indeed, 
there can be no reasonable 
doubt that the agreement 
will be capable of complete 
fulfillment and the nations 
it concerns will be brought 
to a higher level of economic 
stability and of mutual un
derstanding than ever be
fore.

Finally we would point 
out, like our predecessors 

on the Dawes committee, that “ we regard
our report as an indivisible whole. It is 
not possible, in our opinion, to achieve any 
success by selecting certain of our recom
mendations for adoption and rejecting the 
others, and we would desire to accept no respon
sibility for the results of such a procedure nor 
for undue delay in giving execution to our plan.”

ANNEX I.
Outline for International Settlements

I
N Section 3 of the following outline provi
sion is made for an organization commit
tee, which will have the duty of putting 

the bank project into effect. This outline has 
been drawn up for the benefit of the organiza
tion committee, which will have power gener
ally to modify its provisions or to make sub
stitutions for any or all of them, provided al
ways that such modifications or substitutions 
shall not be inconsistent with the essential 
functions of the bank with respect to the ex
perts’ plan as a whole.

Acme
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1. PURPOSE, NAME AND LOCATION 

—The bank organized under this plan shall 
be known as the “Bank for International Set
tlements.”

The purpose of the bank is to provide addi
tional facilities for the international move
ment of funds and to afford a ready instru
ment for promoting international financial 
relations. In connection -with the German re
paration annuities it shall perform, as trustee 
for the creditor countries, the entire work of 
externa! administration of this plan, shall act 
as the agency for the receipt and distribution 
of funds and shall supervise and assist in the 
commercialization and mobilization of certain 
portions of the annuities.

It shall be located in a financial centre here
after to be designated. In selecting the coun
try of incorporation due consideration shall be 
given to obtaining power’s sufficiently broad to 
enable it to perform its functions with requi
site freedom and with suitable immunities 
from taxation.

2. SHARE CAPITAL — The authorized 
capital of the bank may be expressed in the 
currency of the country of domicile and shall 
amount to the round equivalent of $100,000,- 
000. Upon the formation of the bank the 
whole authorized capital shall he issued, but 
only 25 per cent of each share shall be then 
paid in. The board of directors of the bank 
shall have power to call for the payment of 
further instalments. It shall also have the 
power to authorize an increase or a reduction 
in the total capital stock of the bank.

In each country in which the shares of the 
bank may be offered for sale the shares shall 
be issued through the central bank of that 
country or other agency to which the central 
bank offers no objection.

In the seven countries to which members 
of the present committee belong, issues or al
locations of shares shall always be made in 
equal amounts. The central banks of these 
countries, or banking groups not objected to 
by them, shall guarantee the subscription of 
the whole of the first issue in the round equiv
alent of $100,000,000. But they may agree 
with central banks or groups in other coun 
tries (particularly those interested in repara
tions) that an amount of the first issue not 
exceeding the round equivalent of $4,000,000 
for each and not exceeding the round equiva
lent of $44,000,000 in all may be issued in 
other countries.

In the event of an increase in the authorized 
capital and a further issue of shares, the dis
tribution among countries shall be decided by 
a two-thirds majority of the directors of the 
bank on the above principles. In particular, 
the percentage of the total shares issued in

the seven countries first mentioned above shall 
not fall below 55.

Apart from countries interested in repara
tions, only countries which have, at the time 
an offering of shares is made, a currency 
stabilized on a gold or gold exchange basis may 
participate.

The shares may be expressed in the cur
rency of the country in which the bank is 
domiciled and shall state the amount of the 
share at the gold mint parity of the currency 
of the country in which they are issued. They 
shall be registered and continue to be regis
tered, but may be freely negotiated. Trans
fers of the shares after issue shall not affect 
the voting power reserved to the central banks 
as described below.

Payments to the shareholders on account of 
dividends or at the liquidation of the bank 
shall be made in the currency of the country 
of domicile.

The shares shall carry no voting rights; but 
voting rights corresponding to the number of 
shares originally issued in each country shall 
be exercised by the central bank of that coun
try in the general meetings of the bank (taking 
the place of the general meetings of share
holders), which the representatives of the par
ticipating central banks will attend.

The shares shall be entitled to participate 
in the profits of the bank as indicated in the 
section “Distribution of Profits.”

Duties of the Organization Committee

3. For the purpose of taking the prelimi
nary steps for putting the bank project into 
effect a temporary committee shall be created 
which will be known as the “organization com
mittee.” This committee shall be appointed by 
the governors of the central banks of the seven 
countries to which members of the present 
committee belong. The governor of each of 
these seven central banks shall be entitled to 
designate two members of the organization 
committee with due regard for the necessity 
of including in its membership persons versed 
in banking, the issue of bonds and the work 
of the present committee of experts.

If for any reason the governor of any of 
these central banks shall be unable officially 
or unofficially to designate members of the 
organization committee, or refrains from doing 
so, the governors of the remaining central 
banks shall invite two fellow-nationals of the 
governor not participating to act as members 
of the committee.

The members thus selected shall have in all 
respects an equal vote in the work of the com
mittee with the members otherwise chosen. 
The decisions of the organization committee 
shall be taken by a three-quarters vote.
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As an essential part of its work the organi
zation committee shall proceed with drawing 
up a charter for the bank which shall be con
sistent with the provisions of the plan and shall 
take such steps as may be necessary to insure 
its timely granting or enactment by appro
priate public authorities

The organization committee shall, until such 
time as the board of directors of the bank is 
appointed and takes office, proceed with the 
physical organization of the 
bank. It shall arrange m 
accordance with the proce
dure prescribed in Section 
2 for the subscription of 
the capital stock and, in ac
cordance with the proce
dure prescribed in Section 
4, for the appointment of 
the board of directois.

It shall call the first 
neetmg of the board of di
rectors and designate the 
temporary chairman to pre
side at that meeting pend
ing the election of the regu
lar chairman. It shall draw 
-up the statutes for regulat
ing the administration of 
the bank and submit them 
to the board of directors for 
consideration. These stat
utes shall make provision 
for such matters as are 
usual m banking organiza
tion and in particular pro
vide for the following

(1) The qualifications for membership on 
the boaid of directors

(2) The nature and duties of the permanent 
committees of the board of directors, including 
‘.he executive committee

(3) The administrative departments to be 
reated within the bank.

(4) The time and place of the meetings of 
the boaid of directors and of the executive 
committee.

(5) The form to be used for the convocation 
of the general meeting as well as the condi
tions and the methods for exercising voting 
rights on the part of representatives of central 
banks

(6) The form of trust certificates which the 
bank shall issue to the creditor governments 
under the plan.

(7) Provisions with regard to liquidation of 
the bank

The oiganization committee shall cooperate 
with the general organization committees pro
vided for m this plan.

Directorate and Management or the Bank
4. The entire administrative control of the 

bank shall be vested in the board of directors, 
whose duty it shall be to supervise and direct 
the opeiations of the bank, and m general so 
to act as to carry out those purposes of the 
plan committed to the administration of the 
bank

In particular the board of directors
(1) Shall have the right to adopt, modify, 

limit or extend the stat
utes of the bank m such 
a mannei as shall noo 
be inconsistent with the 
provisions of the plan.

(2) Shall have the power 
generally to modify the pro
visions contained m the out
line of the bank’s organiza
tion or to make substitu
tions for any or all of them, 
provided always that such 
modifications or substitu
tions shall not be inconsis
tent with the essential func
tions of the bank with re
spect to the experts’ plan as 
a whole and with its exist
ing engagements.

(3) Shall appoint the 
chief executive officer of 
the bank and fix his re
muneration.

(4) May appoint an ex
ecutive committee and dele
gate such powers to it as 
may be provided for in the

statutes of the bank.
(5) May appoint advisory committees to deal 

with any questions upon which information or 
advice is desired

The functions of a director are incompatible 
with those involving national political responsi
bilities The statutes of the bank shall make 
the necessary provision in order to avoid such 
conflict of functions. All the directors shall 
be ordinarily resident in Europe or shall be in 
a position to give regular attendance at meet
ings of the board

The board of directors shall be made up m 
the following manner:

(1) The governor (or as the case may be the 
chief executive officer) of the central bank of 
each of the seven countries to which members 
of the present committee belong, or his nomi
nee, shall be a director of the bank ex officio. 
Each of these governors shall also appoint one 
director, being a national of his country and 
representative either of finance or of industry 
and commerce

In case the governor of any central bank

Associated Pi ess
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shall be unable to act either officially or un
officially according to the provisions of this 
paragraph, or refrains from doing so, action 
shall then be taken in accordance with the 
alternative procedure given in Section 12 of 
this outline.

(2) During the period of the German an
nuities the governor of the Bank of France 
and the president of the Reichsbank may each 
appoint, if they so desire, one additional di
rector of his own nationality being a repre
sentative of industry or commerce.

(3) The governor of the central bank of each 
of the other countries participating in the 
share ownership of the bank, as provided in 
Section 2 of this outline, shall furnish a list 
of four candidates of his own nationality for 
directorships.

Two of the candidates on each list shall be 
representative of finance, and the other two of 
industry or commerce. The governors in ques
tion may themselves be included in this list. 
From these lists the fourteen or sixteen di
rectors mentioned in Paragraphs 1 and 2 above 
shall elect not more than nine other directors.

(4) From those first appointed, four groups 
of five directors shall be chosen by lot. Their 
terms respectively shall end at the close of 
each of the first, second, third and fourth 
years from the establishment of the bank. 
Subject to this, the term of office of the di
rectors shall be five years, but they may be 
reappointed.

(5) In case of vacancy in a position on the 
board of directors arising from death, resigna
tion or other causes, the vacancy shall be filled 
in the same manner as prescribed for the origi
nal appointments. If a vacancy occurs before 
the expiration of a term, it shall be filled 
for the remainder of the term only.

The directors shall elect a chairman annually 
from among their own number. The chair
man’s duties shall be to preside at meetings 
of the board of directors. At the first meet
ing, until the chairman shall have been elected, 
a member of the board, selected for the pur- 
nose by the organization committee, shall act 
r.s chairman.

The ordinary' decisions of the board, includ
ing those involving elections, shall be made 
by a simple majority vote. In case of an even 
division the chairman shall have a deciding 
vote. For decisions involving the adoption or 
amendment of statutes of the bank, the modi
fications or substitutions in the present project 
for the organization of the bank, the distribu
tion among countries of additional issues of 
stock in the bank, or other matters for which 
the statutes of the bank make appropriate pro
vision, a two-thirds majority shall be required. 
Should a member not be able to attend a

meeting of the board, it will always be open 
to him to empower one of his colleagues, by 
registered letter or by telegram, to vote for 
him and on his behalf.

If decisions of the board are disputed on 
the ground that they are inconsistent with 
the provisions or intent of the plan, recourse 
may be had to arbitration under the proced
ures laid down in Part VIII of the plan.

The chief executive officer of the bank shall 
select the officers and heads of the depart
ments of the bank. For the latter the ap
pointment shall be subject to the approval of 
the board of directors.

Bank’s Right to Receive Deposits

5. DEPOSITS—The bank, in carrying out 
its functions with respect to the facilitation of 
international settlements or in connection with 
the German annuities, shall have the right to 
receive deposits of a nature consistent there
with. The board of directors or, as it may de
cide, the executive committee shall consider 
applications to open deposit accounts, with 
authority to determine whether such applica
tions come within the scope of the bank’s 
functions.

Deposits shall be received in only those cur
rencies which satisfy, in the opinion of the 
board of directors, the practical requirements 
of the gold or gold-exchange standard.

Any classification of deposits which the 
board of directors may set up shall include:

(1) Deposits on annuity account—These de
posits the bank receives in its capacity as 
trustee for the creditor governments. They 
shall be managed according to the procedure 
given in Section 8 of this outline.

(2) Deposits from central banks—These 
may be either current account deposits or in
vestment account deposits.

(3) Deposits on clearing account—The bank 
shall have the right, subject to such terms and 
conditions as the board of directors may set 
down, to accept deposits from central banks 
for the purpose of establishing and maintain
ing a fund for settling accounts among them. 
Such deposits may take the form of gold de
liveries at the counters of the bank or of gold 
held for its account under earmark by any cen
tral bank participating in the fund for clear
ing accounts. The terms under which central 
banks may enter the clearing system, the rules 
and regulations for its operation and the rates 
of exchange at which gold is to be accepted as 
deposits in the clearing fund or to be with
drawn from it, shall be determined by the 
board of directors of the bank.

(4) Deposits originating in the exercise of 
the bank’s functions - in connection with the 
German annuities and tending to facilitate
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such functions—No such account shall be 
opened without the assent of the central bank 
if the country of which the prospective de
positor is a national. If the governor of the 
central bank in question (or his nominee) is 
present and voting at the time the board of 
iirectors (or the executive committee) of the 
bank authorizes the opening of the account, 
his favorable vote shall be taken as giving- the 
required assent.

(5) Deposits constituting 
guarantee funds as piovid- 
ed in Annex VIII and rela
tive to the mobilization of 
the unconditional annuity—
The interest and the shaie 
in the profits which will ap
ply to these deposits are 
provided for m Annex VIII 
and m the section on piof- 
lts m this outline.

(6) Special deposit of the 
German Government—Dur
ing the first thirty-seven 
years the German Govern
ment shall maintain at the 
bank a non-interest-bearing 
deposit equivalent to 50 per 
cent of the average deposit 
remaining in the annuity 
trust account as described 
in Section 8 of this outline.
This German Government 
deposit will not exceed 100,- 
•000,000 reichsmarks.

The bank shall have the 
right to pay interest on de
posits, but only on deposits not susceptible of 
withdrawal until at least one month from the 
time of deposit.

Ti.e rate of interest to be paid will be deter
mined by the board of directors or, as the 
•ase may be, by the executive committee. In 
illowmg interest on deposits the board of 
irectors shall give due consideration to the 

/alue of the services perfoimed foi the de
positor and the size of the depositor’s balance.

6 LOANS, DISCOUNTS AND INVEST
MENTS—The board of directors shall deter
mine the nature of the operations to be under
taken by the bank. Such operations shall be 
consistent with the policies of the central banks 
of the countries concerned The bank may in 
particular have the right (a) to deal duectly 
with central banks, or (b) to deal through 
central banks which have agreed to act as its 
agent and correspondent, or (c) to deal with 
banks, bankers’ corporations and individuals 
of any country in performing any authorized 
function, provided that the central bank of

that country does not enter objection When
ever any proposed credit operation affecting 
any particular market comes up for decision, 
the favorable vote of the governor of the cen
tral bank concerned (or his nominee if the 
governor is not present) sitting as a member 
of the board of directois or the executive 
committee shall be taken as giving the assent 
of his cential bank If he declines to give 
his assent the proposed credit operation shall 

not be undertaken in his 
market.

Functions of Bank

Thus the bank may per
form such functions as the 
following

(1) To buy and to sell 
gold coin and bullion, to 
earmark gold for the ac
count of central banks and 
to make advances to central 
banks on gold as security.

(2) To buy and to sell 
for its own account, either 
with or without its endorse
ment, bills of exchange and 
other short-term obligations 
of prime liquidity, including 
checks drawn or endorsed 
by central banks or in re
spect of which three obli
gees are responsible.

(3) To open and main
tain deposit accounts with 
central banks.

(4) To rediscount for 
central banks bills taken from their portfolios, 
to make loans to them on the security of such 
bills or to make advances to them against the 
pledge of other securities up to such amounts 
and for such period as may be'approved by 
the board of directors.

(5) To buy and to sell for its own account 
intermediate or long term securities (other 
than shaies) of a character approved by the 
board of directors. Its holdings of such se
curities at any one time shall not exceed the 
total of its paid-in capital and reserve funds.

(6) To invest in Germany, with the assent 
of the Reichsbank, leichsmark funds standing 
to the credit of the bank at the Reichsbank 
which are not transferable owing to a declara
tion of transfer postponement.

The bank may realize upon any such invest
ments, at its discretion, unless at the time the 
investment was agreed to by the Reichsbank 
some stipulation or arrangement affecting the 
possible sale was made a condition of such 
agreement.

.r & a

EMILE FRANCQUI 
Belgian delegate
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The income from any such investments and 

the proceeds of such investments, if sold, shall 
be deposited to the credit of the bank at the 
Reichsbank. Such funds may be held as de
posits under the conditions set out in Annex 
VIII of the plan or be reinvested consistently 
with the provisions of that annex.

If, in the opinion of the board of directors of 
the bank, counter obligations issued against 
its investments in Germany as collateral can 
be advantageously sold on non-German mar
kets, their net proceeds shall be distributed to 
the creditor countries in such proportions and 
under the same conditions as would have ap
plied in the case of normal transfer.

The accounts of the creditor powers shall be 
charged with the reichsmark cost of the securi
ties alienated or pledged in the course of any 
such transaction.

If the board of directors of the bank decides 
that counter-obligations cannot be sold advan
tageously the income and net proceeds of the 
investment, when finally disposed of, shall be 
distributed to the creditors.

The foregoing power is in addition to the 
general powers of the bank to make and realize 
upon investments for its own account at any 
time, subject to the provision that such invest
ments are to be made with the assent of the 
central bank concerned.

(7) To issue its own obligations at long or 
short term, secured or unsecured, for the pur
pose of relending to any central bank, in each 
case upon the specific decision of the board of 
directors by a two-thirds vote.

The investment powers of the bank shall 
never be used in such a way as to exercise a 
predominant influence over business interests 
in any country.

The board of directors shall guide the in
vestment undertakings of the bank accordingly 
and shall be entitled, if necessary, to make 
special regulations in this respect.

7. TRUSTEE FUNCTIONS, GENERAL 
PROVISIONS—The bank shall be trustee of 
the creditor governments in dealing with the 
German annuities and shall have such general 
powers of administration consistent with the 
plan as are necessary to the prompt and com
plete exercise of its duties in that respect. 
The organization committee shall draw up ap
propriate forms of trust agreement between 
the creditor governments and the bank.

The trust functions of the bank shall in
clude the following:

(1) Receiving and disbursing to the paying 
agents the service on the German external 
loan, 1924. If arrangements can legally be 
made the bank shall also act in the capacity 
of one of the trustees for that loan.

(2) Receiving from Germany the various

certificates and obligations provided for in the? 
plan.

The bank shall hold these certificates an<> 
obligations in safekeeping and shall issue Vi 
the creditors its trust receipts for such certi
ficates and obligations upon the completion of 
the payments called for under these certifi
cates and obligations for any one year. The 
respective creditor governments shall give 
their quittance to the bank, which, in turn, 
shall give its quittance to the German Gov
ernment canceling and returning any coupons 
representing the payments made.

(3) Receiving and distributing the service of 
the German annuities. The specifications ofi 
this function are given in Section 8 of this 
outline below.

(4) Performing as regards deliveries in kind 
such functions as may be entrusted to it by 
the governments in connection with the accep
tance of the new' plan.

(5) Dealing udth the measures of safeguarc 
provided in the plan. Upon receiving notifica
tion from the German Government, consis
tently with the provisions of the plan, the 
bank shall convene the special advisory com
mittee whose composition procedure and action, 
are provided for in Section 8 (E) of the plan.

(6) Acting as trustee under trust agree! 
ments. The bank shall have the power to ace 
as trustee under trust agreements entered into 
by it with the approval or on the initiative! 
of its board of directors, which has as its pur
pose the issue by the bank of trust certificates 
or other obligations against investments in 
securities pledged as collateral therefor.

This power may be exercised in addition to 
the powers udth respect to investments pro
vided for in Section 6, above.

(7) Acting as trustee under special agree
ments. The bank shall be authorized to act 
as trustee under any special agreements 
among the creditor countries covering the re
paration of the annuities or the guarantee o 
any parts of them.

In particular the bank shall have power t< 
act as trustee under the agreement specified 
in Annex VIII of the plan. The bank shall b̂  
authorized to pay interest on any guarantee 
fund deposited with the bank in connection 
with any such trust and to arrange the terms 
on which the deposit is to be received and the 
fund managed, all in accordance with the plan.

(8) Acting as trustee at the request of a 
creditor government, the German Government 
or the central bank of any one of those coun
tries. The bank shall have the right, upon 
the approval of the board of directors, to un
dertake any trust functions which any creditor 
government or the German Government or 
any of their respective central banks proposes
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that it shall undertake, provided such functions 
arc generally consistent with the purpose of 
the plan.

Depository for Reich Payments

8. TRUSTEE FUNCTIONS—The bank as 
depository for the service of the German an
nuities.

The bank, in its capacity as trustee for the 
creditor governments, shall receive and distrib
ute the funds represented 
in the service of the German 
annuities.

In fulfilling these func
tions the bank shall work in 
cooperation with the cential 
banks of the countries con
cerned. The relations thus 
established shall be the or
dinary lelationships obtain
ing between a bank and its 
correspondent banks.

The procedure for con
ducting these operations, 
subject to the right of the 
board of directors of the 
bank to make modifica
tions, provided the general 
purposes of the plan are 
observed, shall be as fol
lows :

(1) The bank shall main
tain on its books a gen
eral deposit account to be 
known as the annuity trust 
account.

(2) The German Govern
ment shall be responsible for the payment to 
the bank in instalments, as provided in the 
plan, of all sums applicable to the service of 
the annuity.

These payments shall be credited to the an
nuity trust account.

The organization committee shall make the 
necessary provision whereby the reichsmark 
payments to the account of the bank at the 
Reichsbank in respect to the railway contri
bution shall be immediately released to the 
German Government against equivalent pay
ment in foreign currencies to the annuity trust 
account.

(3) Subject to the operation of the clauses 
of the plan relating to transfer postponement 
and except as the bank may request that pay
ments be made in reichsmarks to the credit 
of its account at the Reichsbank described in 
Paragraph 4 below, the German Government 
shall make all payments on account of the an
nuity in foreign currencies.

Payments in foreign currencies, not on a 
gold or a gold exchange standard, shall be

made only with the consent of the bank.
As a matter of business practice, the bank, 

acting in advance of the payment dates, may 
notify the German Government or its agent, of 
the banx’s preferences with respect to the cur
rencies in which the payment may be made. 
In case the bank’s preferences are not com
plied with, payment shall be made to the bank 
in the currencies of the seven countries whose 
nationals are members of the present experts' 

committee, divided as nearly 
as may be m proportion to 
their respective shares in 
that portion of the annuity 
accruing to them.

(4) All reichsmark pay
ments for credit to the an
nuity trust account shall be 
paid into an account of the 
bank at the Reichsbank.

The bank shall be entitled 
to draw upon it in making 
all reichsmark payments 
necessary for the operation 
of the plan, including pay
ments for administrative ex
penses incurred in Ger
many, payments for deliv
eries in kind and any other 
disbursements on annuity 
account.

The bank shall also be en
titled to withdraw reichs
marks from this account or 
to deposit reichsmarks in it 
in the course of conducting 
operations referred to in 

Paragraph 14 below, and it may open other 
accounts at the Reichsbank for use in connec
tion therewith.

Such additional accounts shall be operated 
according to ordinary business principles.

The bank shall have available at all times 
sufficient funds in reichsmarks to cover cur
rent requirements on account of payments for 
deliveries in kind.

(5) The bank shall give its receipt to the 
German Government for all sums which it 
pays or causes to be paid into the annuity trust 
account in the course of carrying out its obli
gations under the plan.

The receipt of the bank shall make note of 
the currencies received, but credit shall be 
given in the reichsmark equivalent of those 
currencies. The German Government under
takes for the purpose of the present provision, 
as well as for the general purposes of the plan, 
that the reichsmark shall have and shall re
tain its convertibility into gold or devisen as 
contemplated in Section 31 of the present 
Reichsbank law and that for these purposes

Times Wide World

SIR JOSIAH STAMP 
British delegate
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the reichsmark shall have and shall retain a 
mint parity of 1-2790 kilogram of fine gold as 
defined in the German coinage law of Aug. 
30, 1924.

Sums paid in foreign currencies into the 
annuity trust account shall be calculated in 
terms of reichsmarks at the average of the 
middle rate (mittelkurs) prevailing on the Ber
lin Boerse during the half-monthly period pre
ceding the date of payment. (See the letter 
from the president of the Reichsbank given in 
Annex II.)
Bank ’s Receipt for Germany’s Payments

(6) The bank’s receipt giving credit in 
reichsmarks for payments made into the an
nuity trust account by the German Govern
ment, or on its behalf, shall, under normal 
operation of the plan, constitute a complete 
and sufficient discharge of the obligations of 
the German Government with respect to such 
payments.

If, however, transfer postponement should 
be in whole or partial effect, the bank’s receipt 
giving credit in reichsmarks shall constitute a 
complete and sufficient discharge of the obli
gations of the German Government with re
spect to all payments into the annuity trust 
account made in foreign exchange and with 
respect to such portion of the payments made 
in reichsmarks as in the opinion of the bank 
provide current funds for deliveries in kind or 
services. As to the remainder, the receipt of 
the bank shall be in the nature of a temporary 
acknowledgement only.

(7) Withdrawals from the annuity trust ac
count shall be made in accordance with pro
visions to be made by the organization com
mittee. The bank shall pay no interest on 
funds deposited in the nnuity trust account.

(8) All disbursements for reparation pur
poses shall be charged against the annuity 
trust account. A first charge against that ac
count shall be the service currently due on the 
German external loan of 1924. The board of 
directors shall be entitled also to charge 
against the account such sums as they deem to 
be fair compensation for the services per
formed by the bank and such out-of-pocket ex
penses as it incurs in administering the plan. 
If, in the opinion of the directors, such service 
charges or costs cannot be equitably charged 
to the account as a whole, they shall be entitled 
to allocate them in such propoi'tions as they 
see fit to the individual shares of any of the 
creditor countries.

(9) After charging against the annuity trust 
account the items referred to in the preceding 
paragraph and such other items as may be 
properly chargeable to the annuity as a whole, 
the bank shall proceed in the following manner 
with the distribution of the remainder of the

available funds to the accounts of the several 
creditors in accordance with the provisions of 
the plan:

(10) During such period of time as pay
ments for deliveries in kind and payments 
under reparation recovery act and similar pro
cedures continue to be made, the bank shall 
make available to the several creditor coun
tries reichsmark credits which shall be utilized 
subject to the applicable provisions of the plan.

(11) The bank, out of each instalment paid 
into the annuity trust account, shall set aside 
and accumulate funds for the payment of ser
vice on any bonds issued and outstanding which 
represent commercialized and mobilized shares 
in the annuity. Funds required for this pur
pose shall be charged against the accounts of 
the creditor countries in proportion to their 
respective interests in the bonds for which ser
vice is being accumulated.

At a suitable time in advance of the dates 
fixed for the payment of interest to the bond
holders the bank shall pay to the paying agents 
the amounts due in interest and shall make dis
position according to the terms of the bond of 
funds required for purposes of amortization.

(12) Out of the sums remaining in curren
cies other than reichsmarks, and after pro
viding for any other charges called for under 
the plan, the directors of the bank shall disJ 
tribute such aggregate amounts as they may 
determine to the creditor countries divided ac
cording to the propositions agreed upon among 
the respective governments. In withholding 
any sums from distribution and in fixing the 
dates at which distribution is effected, the 
directors of the bank shall be guided on the one 
hand by the need for prompt action in the in
terest of the creditor countries and on the 
other by the interests of the plan as a whole, 
including due consideration to the bank by way 
of compensation for its services in managing 
the annuity.

(13) The bank shall make distribution oi 
cash by crediting the accounts which the cen
tral banks of the several creditor countries 
naintain with it, notifying them simultaneously 
that such credits are for the accounts of thc-ii 
respective governments. The bank shall notify, 
the proper financial authorities of the creditor 
countries when such credits have been made,' 
and shall obtain receipts from them accord-, 
ingly.

(14) The bank shall have the right to buy 
for its own account or for other trust accounts 
any reichsmarks held in the annuity trust ac
count, giving foreign currencies in return. The 
foreign currencies thus acquired by the annuity 
trust account shall be available for distribu
tion to the creditor countries under the condi
tions specified in the preceding paragraphs. 
The reichsmarks which the bank acquires
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shall be used only as the plan provides.

(15) The bank at the close of each business 
year, or more frequently if requested, shall 
give to the financial authonties of each 
cieditor country a full accounting showing the 
disposition of its shaie in the annuity. As 
soon as any country has received its full share 
in the annuity for any one year, its proper 
financial authority shall give to the bank his 
acknowledgment and shall enter the same upon 
the trust receipt provided 
for in Paiagraph 2 of Sec
tion 7 of this outline. Such 
acknowledgment shall con
stitute a full and sufficient 
discharge to the bank with 
lespect to the annuity cov
ered by it.

9. AGENCY FUNCTIONS 
—The bank shall be quali
fied, on terms to be mu
tually agreed upon, to act as 
agent and correspondent of 
any central bank and to ap
point any central bank to 
act as its agent and cone- 
spondent. The services to be 
perfoimed by either or both 
parties under such agree
ments shall be subject, so 
far as the bank’s interest is 
concerned, to the approval 
of its board of directors, and 
may include the purchase 
and sale of gold, of bills of 
exchange and other securi
ties, the earmarking of gold, 
the exchange of information and advice, and 
the transaction of any business consistent with 
the functions of the bank under the plan, on 
the one hand, and within the lawful functions 
of the central bank, on the other.

The bank shall act as agent of any creditor 
government in mobilizing any parts of the an
nuities and in managing the service of bonds 
issued in connection with any such mobiliza
tion. The procedure for conducting the bank’s 
share in such opeiations, subject to the right 
of the organization committee or the boaid of 
directois of the bank to make modifications, 
provided the geneial pui poses of the plan are 
observed, shall be as follows

(1) Upon the request of the creditor govern
ments or any of them, the bank shall initiate 
operations for marketing bonds if, aftei ex
amination, it consideis market conditions war
rant such operations. Such operations may 
take place in the international markets or may 
be restricted to the domestic market oi mar
kets of the eountnes concerned in the proposed 
mobilization, as the board of dilectors may

decide. In determining the markets where of
ferings are to be made, the bank shall make 
inquiries from the central banks concerned and 
if any central bank offers explicit objection 
to an offering being made in its own market 
the directois shall decide accordingly.

(2) The bank shall proceed to carry out re
quests fiom any creditor government for the 
cieation of bonds to be issued on its domestic 
market m connection with conversion opera

tions up to an amount rep
resented in its share in the 
annuities. Each State shall 
be free to offer such bonds 
on its own market on 
whatever conditions it can 
obtain.

(3) If, in the opinion of 
the bank, the time is oppor
tune for an issue of bonds 
even if no request foi mo
bilization has been received, 
the bank may inform the 
creditor governments ac
cordingly.

(4) If the creditor gov
ernments so request, the 
bank shall arrange with 
issuing bankers the condi
tions upon which bonds aic 
to be issued on the open 
markets, either of one or of 
several eountnes as the case 
may be. The bank shall fix 
the minimum price at which 
such issues shall be made 
and it shall supervise the

execution of the loan contracts.
(5) If bonds are issued against the annuity 

shares of more than one country, the proceeds 
shall be deposited with the bank, which shall 
then distribute the proceeds to the creditors 
according to their participation. The handling 
of the service of issued bonds shall be carried 
out as provided in the preceding section of this 
outline and in Annex III.

(6) Apait from the operations described 
above, the bank may conduct any other opeia
tions (such, for instance, as contango opera
tions on bonds issued against the annuities, 
advances on coupons, &c.) as are involved in 
the supervision of transactions relating to 
these bonds and their service.

Special Regard to Bank ’s Liquidity

10. RESERVE REQUIREMENTS — The 
bank, since its deposits m part will be derived 
from central banks, shall be administered with 
paiticular legard to maintaining its liquidity. 
For this purpose the bank shall observe the 
following reserve requirements:

p & A
SIR CHARLES ADDIS 

British Delegate
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(1) Deposits on Clearing Account—All funds 

held by the bank on clearing account, whether 
gold in vault or gold under earmark for the 
bank’s account in central banks, shall be re
served for exclusive use in effecting settle
ments among the depositaries in the account.

(2) Deposits Payable on Demand—Against 
such deposits the bank shall hold a minimum 
of 40 per cent in gold or in deviscn at their 
gold value. Devisen eligible as reserve against 
demand deposits shall consist of banknotes; 
prime bills of exchange having not more than 
ninety days to run of a character which cen
tral banks ordinarily buy for their own ac
count, and cheques payable on demand, drawn 
or endorsed by central banks or in respect of 
which three obligees, including a bank of 
known solvency, are responsible. All devisen 
included in the foregoing classifications shall 
be denominated in currencies which satisfy, in 
the opinion of the Board of Directors, all the 
practical requirements of the gold or gold 
exchange standard. Gold in transit or devisen 
satisfying the foregoing requirements which 
are in process of collection may be counted as 
reserve.

(3) Deposits on Investment Account (Time 
Deposits)—Deposits payable in fifteen days or 
less shall be classified as demand deposits and 
be subject to the reserve requirements speci
fied in the preceding paragraph. Against in
vestment account deposits of longer maturity 
the bank shall hold a minimum of 25 per cent 
in gold or in devisen at their gold value. Devi
sen eligible as reserve against investment ac
count deposits shall meet the same require
ments as those eligible as reserve against de
mand deposits.

If the board of directors is of opinion that 
these reserve requirements should be altered 
they shall have the right by a two-thirds vote 
to increase, diminish or otherwise modify them 
consistently with sound banking principles.

11. DISTRIBUTION OP PROFITS — The 
yearly net profits of the bank shall be applied 
as follows:

(1) Five per cent of the yearly net profits 
shall be paid to the legal reserve fund of the 
bank until that fund reaches an amount equal 
to 10 per cent of the paid-in capital stock of 
the bank as it may stand from time to time. 
The legal reserve fund on the liquidation of 
the bank shall be merged with the general re
serve fund.

(2) After making the foregoing provision 
for the legal reserve fund the yearly net 
profits shall be applied to the payment of an 
annual dividend up to 6 per cent on the paid- 
in share capital. This dividend shall be cumu
lative.

(3) Twenty per cent of the remainder shall

be paid to the shareholders until a total maxi* 
mum dividend of 12 per cent is reached. The 
board of directors of the bank shall have the 
right in any year to withhold all or any part 
of this addition to the regular dividend and to 
place it to the credit of. a special dividend 
reserve fund for use in maintaining the cumu
lative dividend provided for in the preceding 
paragraph, or for subsequent distribution to 
the shareholders.

Reserve F und of the Bank

(4) After making provision for the forego
ing, one-half of the yearly net profits then 
remaining shall be paid into the general re
serve fund of the bank until it equals the 
paid-in capital. Thereafter 40 per cent shall 
be so applied until the general reserve fund 
equals twice the paid-in capital, 30 per cent 
until it equals three times the paid-in capital, 
20 per cent until it equals four times the 
paid-in capital, 10 per cent until it equals five 
times the paid-in capital and from that point 
onward 5 per cent.

The general reserve fund shall be available 
for meeting any losses incurred by the bank. 
In case it is not adequate for this purpose 
recourse may be had to the legal reserve fund 
provided for under Paragraph 1. In case the 
general reserve fund by reason of losses or 
by reason of an increase in the paid-in capital 
falls below the amounts provided for above 
after having once attained them, the appro
priate proportion of the yearly net profits shall 
again be applied until the position is restored. 
Upon the liquidation of the bank the balance 
in the general reserve fund shall be divided 
among the shareholders.

(5) The remainder of the yearly net profits 
after meeting the foregoing requirements shall 
be paid into special funds as follows:

(a) Seventy-five per cent to the govern
ments or central banks of the creditor coun
tries or of Germany which maintain time de
posits at the bank, withdrawable in not less 
than five years from the time of deposit and, 
after four years, on not less than one year’s 
notice. The fund shall be disbursed annually 
in amounts proportionate to the size of the 
deposits maintained by the respective govern
ments or central banks aforesaid. The di
rectors of the bank shall have power to de
termine the volume of each of these deposits 
which would justify the distribution provided 
for.

(b) Twenty-five per cent to be used to aid 
Germany in paying the last twenty-two annui
ties provided the German Government elects to 
make a long-term deposit with the bank, with
drawable only on the terms specified under
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subparagraph (a) above and amounting to the 
minimum sum of 400,000,000 reichsmarks. If 
the German Government elects to make such 
long-term deposit amounting to a sum below
400,000,000 reichsmarks the participation of 
the German Government shall be reduced m 
proportion and the balance shall be added to 
the Y5 per cent m subparagraph (a) The fund 
shall carry compound interest at the maximum 
current rate paid by the bank on time deposits. 
If the fund should exceed the amount required 
to pay the last twenty-two 
annuities the balance shall 
be distributed among the 
creditor governments in pio- 
portion to their outpayments 
during that period. In case 
the German Government 
elects not to make any such 
long-term deposit the fund 
shall be distributed as pro
vided in subpaiagiaph (a) 
above.
E nd of Reparation Com

mission’s Duties

12. GENERAL PROVI
SIONS—Any balances re
maining in the hands of the 
Agent Geneial for Repara
tion Payments on the wind
ing up of his account shall 
be transferred to the bank 
for credit to the annuity 
trust account, subject, of 
course, to the respective in
terests of the creditor coun
tries theiem and to any 
claims and commitments which may be out
standing at tho time.

The relations of the Reparation Commission 
with Germany will be terminated. The bank 
shall take over as promptly as possible such 
functions of the Reparation Commission with 
respect to Germany as are lequned under 
the provisions of the plan and also such func
tions of the Agent General for Reparation 
Payments, the trustees and commissioners 
holding office under the experts’ plan of 1924, 
or any of them, as may be required under the 
provisions of the plan, all according to the 
general scheme given m Part VI of the plan 
and Annex V

If m any country there is more than one 
bank of issue, the terms “central bank” as used 
in this outline shall be interpreted to mean the 
bank of issue situated and operating in the 
principal financial market of that country.

If m the process of organizing the bank or 
in the performance of its functions after es
tablishment it is found that the central bank

of any country or its governor is unable to 
act officially or unofficially in any or all of 
the capacities provided for in this outline, or 
refrains from so acting, alternative arrange
ments not inconsistent with the laws of that 
country shall be made.

In particular the governors of the central 
banks of the countries whose nationals are 
members of the present committee, or as many 
of them as are qualified to act, may invite to 
become members of the board of directors of 

the bank two nationals of 
any country the central 
bank of which is eligible 
under this outline to take 
part in forming the boaid of 
the bank but does not do so. 
The two nationals of that 
country, upon acceptance of 
the invitation, shall be qual
ified to act in the full ca
pacity of directors of the 
bank as provided in this out
line.

Further, the directors of 
the bank shall be authorized 
to appoint, in lieu of any 
central bank not exercising 
any or all of the functions, 
authorities or privileges 
which this outline provides 
that central banks may or 
shall exercise, any bank or 
banking house of widely rec
ognized standing and of the 
same nationality.

Such bank or banking 
house upon appointment and 

acceptance shall be entitled to act in the place 
of the central bank m any or all capacities 
appropriate to central banks under this out
line, provided only that such action is not 
inconsistent with the laws of the country in 
question.

The balance sheet and accounts of the bank 
shall be audited each year by independent 
auditors of recognized standing who shall be 
appointed by and report to the board of di
rectors.

In case the measures proposed in the plan 
with respect to the avoidance of double and 
triple taxation of the bank are not fully in ef
fect when the bank begins operations, the 
board of directors shall deal with the matter 
within its discretion.

If any administrative act of the bank or 
any decision of the boai’d of directors is dis
puted on the ground that it is inconsistent with 
the provisions or intent of the plan, recourse 
may be had to arbitration under the general 
provisions for arbitration.

p & A
ALBERTO PIRELLI 

Italian delegate
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ANNEX II

Letter from Dr. Schacht to Owen D. Young, 
Dated June 6, 1929.

I
 UNDERSTAND that certain of the cred
itor groups have raised the question as 
to the interpretation to be given to the 

word “ reichsmarks” in which the obliga
tions of Germany under the new plan are 
expressed. In my opinion the question is a 
purely formal one, as the reichsmark is de 
facto on a gold basis and has proved itself 
since its creation as stable a currency as 
any other in the world.

Nevertheless, in order that there should 
be no possibility of question as to the exact 
definition of Germany’s liability, I am of 
opinion that the provisions of Section 31 of 
the bank law of 30th August, 1924, should 
be put into effect and I am therefor pre
pared to introduce the necessary resolutions 
with the managing board and the general 
council of the Reichsbank at the latest in 
connection with the putting into force of 
the present plan by the governments.

ANNEX III
Mobilization of Debt for Bond Issue

1
FORM OF INDEBTEDNESS — Ger
many’s debt shall be fixed in the form 

• of annuities. A certificate of indebted
ness representative of these annuities shall be 

delivered by Germany to the bank as trustee 
of the creditor powers.

To this certificate of indebtedness shall be 
attached coupons representative of each an
nuity payable by Germany. Each annuity cou
pon shall be divided into two parts. The first, 
representative of that portion of the annuity 
not subject to postponement and corresponding 
to the portion of Germany’s indebtedness which 
is mobilizable; the second, representative of 
that portion of the annuity which is subject to 
transfer postponement and corresponding to 
the portion of Germany’s indebtedness which is 
not mobilizable.

Each part of the annuity coupon enjoys 
equal rights throughout except with respect 
to the agreed privilege of postponement.

2. BOND ISSUES—Upon the request of all 
or of any one of the creditor governments the 
bank as trustee, if it considers such a course 
opportune, has the right to require the creation 
of, and the German Government is obligated 
to create, issuable bonds representing the cap
italization of any part of the portion of the 
annuity coupons not subject to postponement.

The bank, however, is obliged under the 
provisions set forth in Paragraph 7 (D) to ac
cede to requests for the creation of bonds made

to it by governments which are desirous of 
undertaking internal issues of German bonds 
in connection with conversion operations.

The certificate of indebtedness, the coupons 
attached thereto and such bonds as shall be 
issued in capitalization of any parts of the 
annuities not subject to postponement shall 
be made out in the name of the German Reich 
and shall represent the obligation of the Reich 
guaranteed by its general revenues.

3. COLLATERAL GUARANTEES—A— 
The railway company shall deposit with the 
Bank for International Settlements a certifi
cate acknowledging its liability in respect of 
the obligations laid down in Part VIII, A of 
this plan.

B—The Reich, furthermore, shall undertake 
to assign certain revenues (customs and cei'- 
tain taxes on consumption) for the service of 
the certificates and as far as they may be ex
changed into negotiable bonds for the service 
of such bonds. This assignment will constitute 
a negative pledge and will be ruled by the fol
lowing conditions:

(a) The assigned revenues as estimated for 
the budget 1929 must have a total yield of not 
less than 150 per cent of the highest budgetary 
contribution payable by Germany under this 
plan.

(b) The Reich will not pledge the assigned 
revenues for any other loan or credit except 
with the consent of the bank. If the assigned 
revenues should be pledged with the consent 
of the bank for any other loan or credit, the 
charge for reparation payment will rank 
ahead of the charge for such other loan or 
credit.

(c) If at any time the total yield of the as
signed revenues should fall below 150 per cent 
of the highest budgetary contribution payable 
by Germany under this plan, the bank may 
require that additional revenues sufficient to 
assure the immediate restoration of the yield 
to the above percentage be assigned.

Rules Governing Bond Issuance

4. GENERAL FORM OF THE BONDS— 
The value of the issuable bonds may, accord
ing to circumstances, be expressed in dollars 
equivalent to so many pounds, reichsmarks, 
francs, &c., or inversely in pounds, in reichs
marks, in francs &c., always provided that the 
principal of 'any bond issued in a particular 
market shall be payable only in the currency 
of that market at the equivalent of its gold 
value.

The coupons shall be expressed in dollars, 
pounds, francs, &c., and shall be payable at 
the rate of the day on all markets on which 
the bonds are quoted.

In the event of an issue, the amount and
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form of bonds to be created, as well as the 
specification of the currency in which they 
shall be issued, shall be fixed by the bank m 
accordance with the requests which it receives 
from the creditor governments taking into ac
count the desiderata of the issuing bankers.

After a period of ten years the bank, in 
agreement with the issuing bankers and the 
creditor governments, may consider the issue 
of bonds the service of which may be paid in 
different currencies at par 
at the bearers’ option

5. STATUS OF MOBIL- 
IZABLE PORTIONS OF 
ANNUITY COUPONS —
The service of interest and 
amortization of the mobiliz- 
able 01 mobilized portions 
of the annuity coupons shall 
be paid to the bank m for
eign currencies by the Gei- 
man Reich without any res
ervation, if on its own re
sponsibility; the financial 
service of these mobilizable 
portions of the annuities 
shall constitute a final, ab
solute and unconditional in
ternational obligation in the 
ordinary financial sense of 
the woid.

6. STATUS OF NON- 
M O B I L I Z A B L E  POR
TIONS OF THE ANNU
ITY COUPONS—The pay
ment of the non-mobilizable 
portion of the annuity cou
pons shall be made to the bank by the German 
Government in the same conditions as that of 
the mobilized or mobilizable portion of the an
nuity coupons Nevertheless:

1. Bonds representing the non-mobilizable 
portion of the annuity coupons cannot be 
created except with the consent of the Ger
man Government

2. It is in respect of the non-mobilizable 
portion of the annuity coupons that the Ger
man Government may avail itself of the 
right of postponing transfer or payment 
granted elsewhere m this plan
7. FUNCTIONS OF THE BANK—A— 

SUPERVISION OF AGREEMENTS' It shall 
supervise both on behalf of the creditor gov
ernments and the bondholders and on behalf 
of the debtor government the stuct execu
tion of the agreements concluded between them 
on the established bases

B—DISTRIBUTION WITHOUT PRIORITY 
—The bank shall distribute moneys in pay
ment of the mobilized or mobilizable portions 
of the annuity coupon among the whole of

the bondholders and the creditor governments 
in proportion to the rights of each to share 
in the portion of the annuity coupons not sub
ject to postponement without allowing a 
priority of any kind to any tranche or to any 
claim. It will distribute the moneys relating 
to the non-mobilizable portions of the annuity 
coupons amongst the creditor governments, the 
transfer of these moneys taking place only 
after the transfer of the moneys relating to 

the mobilized or mobilizable 
portion of the annuity cou
pon

C—ISSUE OF BONDS 
ON THE MARKETS—The 
bank shall inform the cred
itor governments whenever 
the issue of bonds repre
senting the capitalization ot 
some part of the mobilizable 
portion of the annuity cou
pon is practicable m its 
opinion.

It will be the function of 
the bank to fix the mini
mum puce of issue.

Each of the creditor gov
ernments shall be entitled, 
but not obliged, to issue its 
share of the bonds in its 
own country. It may come 
to an understanding with 
the bankers of another coun
try to cede to them all or 
part of this share; but these 
bankers shall be obliged to 
proceed to this issue only on 

the minimum conditions fixed by the bank. 
Any of these governments may also refuse to 
allow its quota to be created; in that event 
the portion of the annuity corresponding to 
this quota shall continue to be paid to the gov
ernments in question as before.

D—ISSUE OF CONVERSION BONDS— 
Creditor governments desiring to proceed to 
internal issues of German bonds m connec
tion with operations for the conversion of na
tional debt shall have the option of asking the 
bank to create bonds representing all or part 
of their quota of the mobilizable portion of 
the annuity coupons.

These bonds shall constitute national 
branches which each government shall be free 
to offer on its own market on whatever con
ditions it can obtain. These bonds shall be 
quoted only on their market or issue.

The service of these bonds shall, however, 
be effected pan passu with that of the other 
bonds. The coupons of these bonds shall be 
expressed in pounds, dollars, French francs, 
&e., and shall be payable at the rate of the

Associated Press

KENGO MORI 
Japanese Delegate
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day on all the markets on which the mobiliz- 
able bonds are quoted.

ANNEX IV

1
 POSTPONEMENT OF TRANSFER—The 

German Government by giving at least 
• ninety days’ previous notice shall have 
the right to suspend for a maximum period of 

two years from its due date all or part of the 
transfer of that part of the annuity described 
as postponable. Transfer postponement thus 
declared shall affect the postponable annuity 
as and from that date only on which transfer 
postponement becomes effective.

If during any annuity year the German Gov
ernment shall avail itself of this power, the 
transfers falling due during any second year 
cannot be postponed for more than one year 
from their respective due dates unless and 
until the transfers due during the first year 
shall have been effected in full, in which case 
the transfers due during such second year may 
be postponed two years from their respective 
due dates, and the transfers due during any 
third year cannot be postponed at all until the 
transfers due during the final year have been 
effected in full.

2. LIABILITY—The liability of the German 
Government with regard to the annuities con
templated in this plan is not fulfilled until 
all sums the transfers or payment of which 
may be from time to time postponed have act
ually been transferred in full to the Bank of 
International Settlements in approved foreign 
currencies or utilized for deliveries in kind.

3. POSTPONEMENT OF PAYMENT—At 
any time when postponement of transfer is in 
effect, but not until one year after it has be
come effective the German Government shall 
have the right to postpone payment for one 
year of 50 per cent of any sum the transfer 
of which shall then be susceptible of postpone
ment under Paragraph 1 of this annex. This 
percentage may be increased upon the recom
mendation of the Advisory Committee provided 
for in Part VIII (E) of this report.

4. UTILIZATION OF REICHSMARKS— 
Any sum in Reichsmarks the transfer of which 
is postponed shall (save as provided for in 
Paragraph 3 above) be deposited to the ac
count of the Bank of Intel-national Settlements 
at the Rcichsbank for eventual release of bal
ances, not absorbed by deliveries in kind, 
against payment in foreign currencies by the 
German Government. At all times the em
ployment, whether for investment or as indi
cated below, of reichsmarks so deposited shall 
be subject to agreement between the Reichs- 
bank and the Bank of International Settle
ments. In determining the manner in which 
these sums shall be employed regard shall be

had to the possibilities that special programs 
of deliveries in kind can be arranged with the 
German Government.

(a) During the first ten years by restricting 
or extending the program of deliveries in kind 
laid down for those years.

(b) After the first ten years by arranging 
a special program of deliveries in kind where 
the interests of particular industries in Ger
many and of particular creditor countries 
which would otherwise suffer may be met 
without prejudice to the general situation.

Provided, however, that any special arrange
ment which may be made between any creditor 
country and Germany with a view to reserv
ing to the said creditor the right to receive 
certain deliveries in kind in case of moratorium 
shall be carried through subject to a copy of 
the agreement therefor being communicated 
to the Bank of International Settlements.

5. INTEREST— Interest at the rate of 1 per 
cent per annum above the prevailing Reichs- 
bank discount rate or at 5% per cent, which
ever is lower, shall be paid half yearly by the 
German Government on the daily amount of 
the sums the transfer or payment of which 
has been postponed and which have not been 
invested or utilized for deliveries in kind.

This interest shall be treated in all respects 
similarly to the principal sum upon which it 
accrues, and the return upon that portion of 
the funds actually invested shall be for the 
account of the creditor powers.

ANNEX V
Organization Committees

1
JUST as the Dawes plan was put into 
force by the agreement of the govern- 

• ments concerned, laid down in the Lon
don protocol, the new plan will have to be pul 

into force by agreements of the governments 
Once the governments have accepted in prin 

ciple the new plan, it seems advisable that, in 
addition to any preparatory measures neces
sary for the conference of the governments, 
steps should be taken for the elaboration of de
tailed schemes about certain technical ques
tions. Generally speaking, it seems advisable to 
have these schemes elaborated by special or
ganization committees, which should be com
posed substantially in the same way as the 
organization committees of the Dawes plan;
i. e., by the same number of representatives 
of the creditors as of the debtor, with a neu
tral chairman to be called in case of disagree
ment. The organization committee for the new 
bank would, however, be differently composed. 
We recommend such organization committees 
for the following questions:

(1) Organization committee for the new 
bank as provided for in Annex I of the report.
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(2) Oigamzation committee for the adoption 

of the German loans set up under the Dawes 
plan, composed of members of the subcom
mittees next mentioned, with one neutral chair
man.

This committee should have three subcom
mittees, to be composed each of two creditor 
members nominated by the Reparation Com
mission and two German members nominated 
by the German Government.

(a) For the adaptation, in agreement with 
the trustees, of the system under which the 
securities assigned to the Dawes loan are man
aged and of the machinery of the assigned 
revenues, referred to in Annex III.

(b) Adaptation of the bank law (indepen
dence of the Reichsbank).

(c) Adaptation of the German railway law 
(independence of the Geiman Railway Com
pany).

2. After the governments have concluded a 
comprehensive arrangement for putting into 
force the new plan, it will be necessary to 
provide some special organization which will 
undertake the administrative work of setting 
up the oiganizations provided for by the 
new plan and of handing over to them the 
'unctions of the existing organizations.

As there is only one new organization in 
which are going to centralize all the various 
functions concerning the execution of the new 
plan, viz., the Bank of International Settle
ments, it is necessary to provide one special 
body only for the setting up of this organiza
tion, this body to be the organization commit
tee for the new bank referred to above as pro
vided for in Annex I.

The task of transferring the functions of the 
existing organizations to the Bank of Inter
national Settlements should be conferred upon 
a small special committee composed of two 
members of the organization committee for 
the Bank of International Settlements, as well 
as of representatives of the German Govern- 
nent, the Agent General and the Reparation 
Commission, an equitable repiesentation being 
assured to the powers repiesented upon the 
present committee.

ANNEX VI

THE BELGIAN MARK CLAIM—The ex
perts recognize that though the settle
ment of the so-called Belgian mark claim 

is not within the terms of reference of this 
committee, their Belgian colleagues cannot 
reasonably be expected, m view of the discus
sions which preceded the call of the committee, 
to join in the report except on the understand
ing that an agieement for the settlement of 
the mark claim will be reached by direct nego

tiations between the Belgian and German Gov
ernments The experts understand that nego
tiations for the purpose are about to open as 
between the two governments and they rec
ognize that the new plan cannot become opera
tive until the Belgian and German Govern
ments have come to an internationally bind
ing agreement on the mark claim; and in view 
of the German Government’s undertakings as 
stated in the correspondence annexed (letters 
from Dr. Schacht of June 3, and from Dr. 
Kastl of June 4) they recommend to their re
spective governments accordingly:

If the settlement of the marks claim takes 
the form of an annuity and if the Belgian 
and German Governments so request, the ex
perts are ready to recommend to their govern
ments to offer no objection to the annuity tak
ing the identical form of the annuities covered 
in this report and to its being administered in 
the same way by the Bank for International 
Settlements.

ANNEX VI (A)
Letter from Dr. Schacht to Owen D. Young, 

Dated June 3, 1929.

S
UPPLEMENTING my talk with you of 
last Saturday on the Belgian mark mat
ter, I have the honor to inform you that 

the German Government is prepared to pro
ceed along the following lines.

(1) Immediately to enter into a pactum de 
contrahendo with the Belgian Government 
(either by exchange of notes or by signed 
protocol) whereby the two governments will 
agree to enter into negotiations on a new basis 
looking to a definite settlement of the mark 
controversy.

(2) To commence such negotiations promptly 
and to agree that these negotiations should be 
concluded before the new reparation plan has 
been put into force by the governments.

(3) The German Government has appointed 
Herr Ministerial Dircktor Ritter as its special 
representative to handle the above matters 
and he is prepared to open discussions 
promptly.

The substance of the foregoing has been 
communicated to the Belgian Minister m Ber
lin, whose reply the German Government now 
awaits.

The foregoing proposal has been made by 
the German Government in a conciliatory spirit 
and in an effort in good faith to remove this 
impediment to the normal development of 
friendly relations between the two countries 
concerned

I hope that the foregoing statements may 
lemove any misunderstandings which exist as 
to the position of the German Government!
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with respect to the Belgian mark matter; and 
in view oX such misunderstandings heretofore 
I would appreciate your advising the other 
members of the committee of the position of 
the German Government as stated herein.

‘ANNEX VI (B)
Letter from Herr Knell to Thomas W. Lament, 

Dated June 4, 1929

CONFIRMING my conversation of this 
morning with you and Mr. Perkins, I 
desire to make clear the following:

(1) The position of the German Government 
as stated in Dr. Schacht’s letter to the chair
man of June 3, 1929, is in no way changed.

(2) Dr. Ritter of the German Foreign Office, 
representative for the settlement of the mark 
question, has again declared to us on behalf 
of the German Government that:

(a) He is prepared to start negotiations im
mediately. He suggests that such negotia
tions should take place in Brussels or Berlin.

(b) No territorial questions will be raised 
in these negotiations.

ANNEX VI (C)
Letter from M. Francqui to Mr. Young, Dated 

June 4, 1929.

Y OU have been so good as to communicate 
to me the letters which were sent to 
you by Dr. Schacht and Dr. Kastl in the 
name of their governments on June D and 4 

respectively.
In the first of these letters Dr. Schacht

stated that his government is ready to accept 
an engagement to negotiate with the Belgian 
Government upon a new basis in order to ar
rive at a definitive settlement of the mark 
question.

He adds that the German Government is 
willing to begin these negotiations rapidly and 
to agree that they should be terminated before 
the new reparation plan has been put into 
force by the governments.

In the second, Dr. Kastl declares that no 
territorial question will be raised in these 
negotiations.

You are aware of the reasons because of 
which the Belgian delegation up to the pres
ent has refused to sign the report before a 
settlement of the mark question had been 
realized, not desiring to find itself later in a 
position which it knew to be without issue, 
and on the other hand standing out for repara
tion of the serious damage which Belgium has 
suffered.

Considering the engagement of the German 
Government and considering also the recom
mendation which the experts unanimously de
cided today to address to their respective gov
ernments and which will be incorporated in 
the report, the Belgian experts agree to sign 
the report before the mark negotiations have 
been terminated.

I reserve the right to communicate to the 
German Government the different memoranda 
which have been exchanged during the course 
of the work of the experts.

ANNEX VII.
Distribution of the Annuities

We recommend that the annuities set out in Part VIII of this report should be distributed 
among the creditor powers as follows in millions of reichsmarks:
German

Financial
Year. France.

British
Empire.

Bel- Ru- 
Italy. gium. mania.

Ser
bia.

Portu- 
Greece. gal. Japan.

Po
land. U.S.A. Total.

1929-30 A418.S 53.1 42.5 A70.7 72.1 6.0 A13.2 0.5 65.9 742.81930-31 900.7 366.8 156.0 98.2 10.0 79.4 3.6 13.2 13.2 0.5 66.3 1,707.91931-32 838.4 362.0 190.8 102.6 12.0 79.3 6.7 13.2 13.2 0.5 66.1 1.685.01932-33 879.8 364.5 196.3 105.9 13.0 79.4 6.9 13.2 13.2 0.5 66.1 1,730.21933-34 879.1 454.8 192.4 100.3 13.9 72.4 7.2 12.6 11.9 0.4 59.4 1.804.31934-35 941.8 450.1 193.6 102.8 14.7 72.5 7.2 12.6 11.9 0.4 59.4 1.866.91935-36 962.8 444.9 195.2 110.0 16.1 72.6 7.2 12.6 11.9 0.4 59.4 1,892.91936-37 1,004.1 438.1 197.2 116.9 17.2 73.8 8.2 12.6 11.9 0.4 59.4 1,939.71937-38 1.031.8 452.6 198.6 114.7 18.3 71.5 8.3 12.4 11.4 0.4 57.2 1,977.01938-39 1,052.4 447.1 200.2 114.8 19.1 71.8 8.5 12.4 11.4 0.4 57.2 1,995.31939-40 1,087.3 442.5 204.1 117.0 23.7 74.5 8.4 13.6 11.9 0.4 59.4 2,042.81940-41 1,179.9 457.1 211.5 117.1 20.1 76.1 8.4 13.6 11.9 0.4 59.4 2,155.51941-42 1,171.2 456.3 223.1 123.9 20.0 83.9 8.3 14.2 13.2 0.5 66.1 2,180.71942-43 1,191.4 446.0 225.5 124.1 20.6 88.2 8.3 14.2 13.2 0.5 66.1 2.190.01943-44 1,190.8 439.8 227.8 124.2 21.1 88.3 8.3 14.2 13.2 0.5 66.1 2.194.31944-45 1,190.7 450.5 230.5 123.9 21.1 88.5 8.3 14.2 13.2 0.5 66.1 2.207.51945-46 1.190.8 439.1 233.3 124 0 25.7 88.7 8.3 14.2 13.2 0.5 66.1 2.203.81946-47 1,188.1 432.4 235.6 124.1 28.4 88.7 8.3 14.2 13.2 0.5 66.1 2.199.51947-48 1.185.2 446 6 237.1 124.1 31.2 88.8 8.3 14.2 13.2 0.5 66.1 2.215.21943-49 1.185.7 439.1 239.4 134.2 31.2 83.8 8.3 14.2 13.2 0.5 66.1 2.210.01949-50 1.248.6 439.6 248.1 134.6 31.1 99.8 8.1 15.1 15.2 0.5 70.1 2.316.81950-51 1.277.9 440.5 260.1 134.7 31.1 99.9 8.1 15.1 15.2 0.5 70.1 2.359.21951-52 1,248.5 441.1 272.8 134.7 31.1 100.0 8.1 15.1 15.2 0.5 70.1 2,343.2
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German

Financial British Bel- Ru-
Year France Empire Italy gium :mania.

1952-53 1,248 3 441 4 275 6 134 7 31 1
1953-54 1,248 2 445 6 278 5 134 7 31 1
1954-55 1,248 1 453 6 281 3 134 7 31 1
1955-56 1,248 2 444 2 285 4 134 7 31 1
1956-57 1,248 1 434 7 289 0 134 9 31 1
1957-52 1,278 6 407 3 292 6 134 0 31 1
1958-59 1,302 8 410 2 296 7 134 8 31 1
1959-60 1,278 4 408 3 299 8 134 8 31 1
1960-61 1,278 2 406 1 310 8 134 7 31 1
1961-62 1,278 2 412 0 321 5 134 5 31 1
1962-63 1,278 1 400 5 324 8 134 8 31 1
1963-64 1,278 0 410 1 327 8 134 6 31 1
1964-65 1,277 0 406 3 331 0 134 9 31 1
1965-66 1,297 5 410 6 334 0 134 5 31 1
1966-67 794 2 357 2 290 1 53 1 31 7
1967-68 794 1 346 7 295 1 52 8 36 8
1968-69 790 9 349 4 302 3 53 0 39 8
1969-70 787 7 355 7 309 3 53 1 42 9
1970-71 787 5 361 2 317 6 53 2 42 9
1971-72 787 3 361 8 327 7 52 8 42 9
1972-73 787 1 366 1 332 0 52 8 42 9
1973-74 786 9 365 4 336 3 52 8 42 9
1974-75 786 8 364 1 340 5 52 8 42 9
1975-76 786 6 366 4 344 6 53 2 42 9
1976-77 786 3 363 8 350 8 53 5 42 9
1977-78 786 1 364 8 356 9 53 3 42 9
1978-79 785 9 365 1 367 1 53 2 42 9
1979-80 785 7 364 7 372 9 52 9 42 9
1980-81 785 5 363 5 385 1 53 1 42 9
1931-82 785 2 365 7 400 1 53 3 42 9
1982-83 785 0 362 9 407 2 53 4 42 91983-84 784 7 372 0 409 8 53 4 42 9
1384-85 784 4 346 2 416 5 53 0 42 9
1985-86 784 1 X414 1 418 8 53 0 42 91986-87 783 9 X414 1 425 0 53 3 42 91987-88 753 3 X372 1 382 6 50 6 42 9

A verage P ayments i 
1929-65 1,04b 5 409 0 213 7 115 5 201

(A) The year 1929-30 comprises only the 
seven months from September, 1929, to March, 
1930.

2. We recommend that out of the uncondi
tional annuity of 660,000,000 reichsmarks the 
amount of 500,000,000 reichsmarks should be 
allocated to France, subject to the provision of 
a guarantee fund by the French Government 
in accordance with the arrangements set out 
in Annex VIII, so far as concerns the balance 
of the unconditional annuity and the amounts

Ser Portu- Po
bia Greece gal Japan land U S A Total

100 0 8 1 15 1 15 2 0 6 76 0 2,346 2'100 1 8.1 15 1 15 2 0 6 76 1 2,353 3100 7 8 1 15 1 15 2 0 6 76 1 2,364 6
101 2 8 1 15 1 15 2 0 6 76 1 2,359 3101 2 8 1 15 1 15 2 0 6 76 1 2,354 2102 2 8 1 15 1 15 2 0 6 76 1 2,361 8103 1 8 1 15 1 15 2 0 6 76 1 2,393 8103 1 8 1 15 1 15 2 0 6 76 1 2.370 6104 5 8 1 15 1 15 2 0 6 76 1 2,380 5105 9 8 1 15 1 06 76 1 2,398 3105 9 8 1 15 1 0 6 76 1 2,390 2106 0 8 1 15 1 0 6 76 1 2,402.6106 0 8 1 15 1 15 2 0 6 76 1 2,402 1106 0 8 1 15 1 76 1 2,428 822 7 9.7 6 2 40 8 1,607 722 7 9 7 8 2 40 8 1,606 922 7 97 8 2 40 8 1,616 722 7 97 8 2 40 8 1,630 022 7 9 7 8 2 40 8 1,643 722 7 9 7 8 2 40 8 1,653 922 7 9 7 8 2 40 8 1,662 3

22 6 97 8 2 40 8 1,665 722 6 9 7 8 2 40 8 1,668 4
22 6 9 7 8 2 40 8 1,675 022 6 9 7 8 2 40 8 1,678 722 6 9 7 82 40 8 1,685 422 6 9 7 8 2 40 8 1,695 522 G 9 7 8 2 40 8 1,700 422 6 9 7 8 2 40 8 1,711 3
22 6 97 8 2 1,687 622 6 9 7 8 2 1,691 822 6 9 7 82 1,703 322 6 9 7 8 2 1,683 522 6 9 7 82 925 122 6 9.7 8 2 931 422 6 97 8 2 897 8

P eriod 1920 TO 1965
84 0 70 13 2 15 2 05 66 1 1,988 8
(X) These sums correspond to the excess war 

debt receipts of Great Britain over war debt 
payments during those three years

by which it is increased as the requirements 
for the service of the Dawes loan become less 
and cease.

Italy will have no claim until so much of 
the balance as may be required for an equitable 
apportionment shall have been allotted by 
agreement of all the gavernments to the re
maining powers entitled to share in the annu
ities provided for by this plan.

Schedules of Deliveries in K ind

3. The schedule of deliveries in kind set out m Part VIII (F) shall be allocated among the 
creditor governments as follows (m millions of marks) :

France Britain Italy Belgium Japan Serbia
Portu

gal
Ru

mania Greece
To
tal

Years
54 45 

Per Ct
23 05 

Per Ct.
10

Per Ct
4 5

Per Ct.
0 75 

Per Ct
5

Per Ct
0 75 

Per Ct
1 10 

Per Ct
0 40 

Per Ct
First 408 4 172 9 75 0 33 7 5 6 37 5 5 6 8 3 3 0
Second 381 2 161 4 70 0 31 5 5 2 35 0 5 2 7 7 2 8 700
Third 353 9 149 8 65 0 29 2 4 9 32 5 4 9 7 2 2 6 650
Fourth 326 7 138 3 60 0 27 0 4 5 30 0 4 5 6 6 2 4 600
Fifth 299 5 126 8 55 0 24 7 4 1 27 5 41 6 1 2 2 550
Sixth 272 3 115 3 50 0 22 5 3 7 25 0 3 7 5 5 2 0 500
Seventh 245 0 103 7 45 0 20 2 3 4 22 5 3 4 5 0 1 8 450
Eighth 217 8 82 2 40 0 18 0 3 0 20 0 3 0 4 4 1 6 400
Ninth 190 6 80 7 35 0 15 7 2 6 17 5 2 6 3 9 1 4 350
Tenth 163 4 69 2 30 0 12 5 23 15 0 23 3 3 1 2 300



758 CURRENT HISTORY, JULY, 1929
Proceeds of reparation recovery acts already 

in force or of systems substituted therefor by 
agreement with the German Government shall 
be reckoned as deliveries in kind for this pur
pose.

4. The sums received under the Dawes plan 
in respect of the period 1st April to 31st Au
gust, 1929, shall, after allowing for expenses 
in respect of administration of the Dawes plan 
and armies of occupation, be redistributed to 
the extent necessary to provide each of the 
creditor powers with cover for its net debt out
goings during the year ending 31st March 1930 
(these outgoings are as stated in part of the 
report). The necessary adjustments for this 
purpose could be made against the payments 
during the last seven months of that year.

5. It is suggested that the division between 
the creditor governments proposed in the pres
ent annex should be accepted as a definite set
tlement of all questions relating to the dis
tribution of German payments and should not 
be affected by any existing arrangements or 
by the result of accounts relating to past 
transactions.

On the other hand, it is not suggested that 
the present plan should affect or disturb in 
any way any existing interallied agreements 
relating to payments, cessions or deliveries on 
the part of the powers formerly allied with 
Germany. It may, however, prove necessary 
to examine any provisions of these agreements 
under which receipts by the creditor powers 
could be accounted for as between themselves 
in terms of German C bonds in order that they 
may be given an application consistent with 
their original practical purpose.

6. The approval of the report by the experts 
of the principal creditor countries is made 
formally contingent on this distribution.

ANNEX VIII
Guarantee Fund in Respect of Uncondi

tional A nnuities

1
THE experts of the principal creditor 

governments have agreed that there 
• shall be assigned to France out of the 
unconditional annuity 500,000,000 reichsmarks 

in order to allow her to mobilize a substantial 
part of her share in the total annuity.

The aforesaid experts consider that this as
signment should be final and in no case sub
ject to diminution, but should continue to be 
included in the total assigned to France, sub
ject only to the alteration contemplated in the 
special memorandum signed concurrently with 
the report of this committee.

2. In order to equalize the short payments 
to other creditors which would arise from a 
postponement of the postponable portion of the 
annuity it was agreed that France should de

posit a special guarantee fund with the Bank 
for International Settlements.

3. On the coming into force of this plan 
France will give to the Bank for International 
Settlements an undertaking to deposit in a 
trust fund on the demand of the Bank for In
ternational Settlements foreign currencies to a 
total value of 500,000,000 reichsmarks. It is 
understood that this demand will not be made 
until action has been taken leading to the call
ing of the advisory committee referred to in 
Part VIII (E) of the report. The amount of
500,000,000 reichsmarks will be reduced by the 
amount of any payments made by France 
under Paragraph 4 below.

The Bank for International Settlements may 
retain this deposit as long as it deems neces
sary, but shall pay interest on it at its maxi
mum current rate for long-term deposits. This 
deposit, if it is agreed that it shall remain for 
more than five years, shall be entitled to par
ticipate in the profits of the bank divisible 
under Section 5 of Annex I.

4. As soon as mobilization of any part of the 
French annuity has been effected, France will 
deduct from the proceeds 10 per cent thereof, 
or 500,000,000 reichsmarks, whichever is the 
less, and will deposit it to the credit of the 
trust account of the Bank for International 
Settlements referred to in the preceding para
graph.

5. Upon postponement of transfer of any 
payment due from Germany, the Bank for In
ternational Settlements shall take the follow
ing steps:

(a) Offer to the creditors other than France 
devisen up to the amount necessary (but not 
exceeding 500,000,000 reichsmarks divided, if 
necessary, proportionately) to insure to each 
of them receipts in devisen equal to the 
amounts they would have received had the 
non-postponable annuity been distributed in 
the same proportions as the total annuity.

(b) Debit the trust fund set up under 
Paragraph 2 above with the amount of devisen 
actually utilized under Paragraph (a).

(c) Receive from each creditor in exchange 
for devisen accepted under Paragraph (a) an 
assignment in favor of the trust fund of an 
equivalent amount of the annuity transfer of 
which has been postponed.

6. As and when Germany effectively trans
fers the postponed amounts, the bank will 
credit to the trust fund its share thereof in 
accordance with the assignment in Paragraph 
5 (c) above.

Special Memorandum of the Experts of the 
Principal Creditor Powers and of Germany Re
garding Outpayments. Concurrent memoran
dum, but not part of the report. (Signed con-



TEXT OF REPARATIONS REPORT 759

current!:/ with the report of the committee of 
experts.)

1. In the annuities provided in the report 
the following amounts are required to cover 
outpayments:

(In millions of reichsmarks.)
2--  965.1 17 1,460.9 32—1,525.4 46 1.627.6
3 -  942.3 18--1,456.9 33 1.543.0 47--1,634.2
4— 955.4 19 -1,472.3 34—1,535.0 48 1,637.9
5 -1,136.4 20-1.467.1 35 1,547.4 49--1,644.6
6 ■1,199.0 21--1,461.5 36--1,546.8 50- 1,654.7
7--1,224.9 22--1,503.9 37- 1,573.7 51--1,659.6
8--1,271.8 23--1,487.9 38-1,566.9 52 -1,670.5
9- 1,334.0 24 -1,498.1 39--1,566.1 53--1.687.6

10--1,352.5 25-1,498.1 40-1,575.9 54 1.691.8
11 1,375.0 26--1.509.4 41- 1,539.2 55--1,703.3
12--1,487.6 27- 1,504.5 42 1,602.9 56 1,683.5
13 1,437.9 28-1,499.1 43--1,613.1 57--  925.1
14--1.455.1 29 1,506.7 44 1,621.5 58 931.4
15—1,451.5 30--1,538.6 45 -1,624.9 59--  897.8
16 1,464.7 31 -1,515.4

It is represented that in the event of modi
fications of those obligations for outpayments 
by which the creditors benefit there should be 
some corresponding mitigation of the German 
annuities. The experts of the four chief 
creditor countries and of Germany, therefore, 
recommend that Germany and all the creditor 
governments having obligations for outpay
ments should undertake between themselves an 
arrangement on the following basis:

2. Any relief which any creditor power may 
effectively receive in respect of its net outward 
payments on account of war debts after mak
ing due allowance for any material or financial 
counter-considerations and after taking into 
account any remissions on account of war debt 
receipts, which it may itself make, shall be 
dealt with as follows:

As regards the first thirty-seven years:
(a) Germany shall benefit to the extent of 

two-thirds of the net relief available by way 
of a reduction in her annuity obligations there
after.

(b) One-third of the net relief shall be re
tained by the creditor concerned in addition 
to the amounts otherwise receivable from 
Germany.

(c) Nevertheless, so long as any liability 
of Germany persists in respect of the period 
after the 31st March, 1966, the creditor con
cerned will retain annually only one-fourth 
part of the net relief, the balance being paid 
to the Bank for International Settlements.

(d) These payments to the Bank for Inter
national Settlements shall accumulate to assist 
Germany toward meeting her liabilities in re
spect cf the period after the 31st March, 1966; 
any sums found after application of the funds 
provided in Annex I not to be required for this 
purpose (together with the accumulations 
thereon) shall be returned to the creditor by 
whom they were provided.

As regards the last twenty-two years:

The whole of such relief shall be applied to 
the reduction of Germany’s liabilities.

3. We lecommend that the creditor govern
ments should agree that if the operation of the 
relief to Germany envisaged in respect of a 
possible reduction of net outpayments is such 
as to change materially the proportions in 
which the total annuities provided for in the 
present plan are divided among them, they 
meet to consider a revision tending toward the 
restoration of the present proportions but hav
ing regard to the following conditions set out 
below and any other relevant factors then 
existing:

(a) The service of any bonds mobilized by 
the creditor country, and the balance o f its net 
outward payments in respect of war debts re
maining to be covered must continue to be met 
out of the share falling to it in the annuities 
thereafter to be paid by Germany.

(b) Due allowance shall be made for any 
material or financial counter-considerations ac
cepted by the creditor country in connection 
with the relief accorded to it in respect of war 
debts payments.

4. It was originallv suggested that the post- 
ponable annuities should be regulated by refer
ence to the net amounts which the various 
creditors were themselves able to postpone in 
respect of interallied war debts, the general 
conditions therein governing postponements to 
be applied.

For various reasons this method of calcula
tion could not be adopted, but endeavor was 
made to adapt the moratorium provisions in 
such a way that the rights granted to Ger
many should not be greater than those of the 
creditor powers. The unconditional part of the 
annuity has, therefore, been fixed, while guar
antees have been provided for the remainder.

GERMAN REPARATION ANNUITIES 
COMPARED WITH ALLIED PAY

MENTS TO THE UNITED STATES
An analysis, based on the foregoing text 

of the report, of the payments in dollars re
ceived by the Allies under the Young plan, 
compared with the payments they are obligated 
to make to the United States in the period 
from 1929 to 1987 shows the following:

Receipts From Payments to 
Germany the U. S.

Great Britain. .$5,889,625,000 $10,141,585,000
France ............ 14,878,400,000 6,755,174,104
Italy ................. 4,237,200,000 2,392,677,500
Belgium ..........  1,432,100,000 715,190,500
Yugoslavia___  960,700,000 94,577,635
Rumania........... 457,375,000 121,606,260
Poland ............. 4,625,000 398,480,750
G reece..............  124,525,000 18,105,000
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MORTALITY FROM POISON GASES

DR. W. W. KEEN, Philadelphia, writes: “ I 
have read with interest the article in 
your June issue by J. M. Scammell on 

poison gases in warfare. I notice the fact that 
the writer rather makes light of them as death
dealing instruments. May I call his attention 
to the fact that when the top of Mount Pelee 
in Martinique blew off a cloud of poison gas 
came down upon the town of St. Pierre and 
blotted out 40,000 lives? Every human being 
and animal also, I presume, was killed instan
taneously with the exception of one negro who 
was in a jail in the basement of a building, and 
even he was quite badly burned. I do not 
know whether the chemists are aware of what 
this gas was, as nobody got a specimen of it, 
but it shows that the chemistry of nature will 
produce such horrible consequences, and I have 
no doubt that the chemists if not of today, of 
tomorrow, will be able to imitate nature.”

* * *
A PROTEST FROM THE PHILIPPINES 

To the Editor of Current History:
In an article entitled “ Henry L. Stimson—a 

Character Sketch,”  by Arthur W. Page, pub
lished with your issue of April, 1929, a portion 
of an editorial published in the issue of The 
Philippines Herald for Sept. 22, 1928, is quoted. 
Though the name of The Philippines Herald 
is nowhere mentioned in your magazine, ref
erence is made to our paper as “ the leading 
anti-American daily.” Such a conclusion on 
the part of the author of the article is unfair 
and has no foundation whatever in fact.

The Philippines Herald is essentially Fili
pino and considers the interests of the Filipino 
people paramount, but it has at no time since 
its acquisition by its present owners in April, 
1925, evinced any anti-American tendencies 
that would justify Mr. Page’s assertion that 
it is “ the leading anti-American daily” of the 
Philippines.

The paper strenuously opposed the late Gov
ernor Wood’s administration as being tyranni
cal, militaristic and undemocratic. Because 
Governor Stimson’s policies were quite dia
metrically opposed to those of the late Gov
ernor Wood and readily secured the sincere 
and enthusiastic cooperation of the Filipino 
people, The Herald did not hesitate to come 
forward and to praise editorially Governor 
Stimson’s methods and policies of administra
tion in the Philippine Islands.

Unless opposition based upon elemental dem

ocratic principles may be considered as neces
sarily constituting the essentials of anti-Ameri
canism, Mr. Page’s statement branding The 
Philippines Herald as “ the leading anti-Ameri
can daily” should be held unjustifiable, un
founded and unfair. It has praised Governor 
Stimson’s administration in terms higher than 
those in the editorial quoted in Mr. Page’s ar
ticle. It will do so again in the case of any 
chief executive of the Philippines whose ad
ministration of public affairs is predicated 
upon the interests of the Filipino people and 
whose methods are not tyrannical nor mili
taristic, but democratic. By the same token 
The Philippines Herald will again unhesitat
ingly oppose any administration of the Philip
pines that is not based upon sound democratic 
principles or which disregards the interests of 
the Filipino people.

M. X. BURGOS JR.,
Editor' and Business Manager, The Philippines 

Herald.
Manila, P. I.

* * *
R. H. BLAIN, Easton, Md., writes: “ May I 

congratulate you on the article, ‘The Interallied 
Debts; Their Origin and Present Status,’ by 
Harold G. Moulton in your June issue? So far 
as I am aware, this is the first sane presenta
tion of the matter that has been published in 
this country. It is to be hoped that it will be 
read by all of ‘Mr. Mellon’s bright young men’ 
so that in the future such information as is 
allowed to seep out to the public through the 
press will be facts and not predigested eco
nomics adapted to the infantile intellectual de
velopment of the rest of us.”

*  *  *

HUNGARY’S FRONTIERS UNDER THE 
PEACE TREATIES

To the Editor of Current History:
Rene Pinon, an eminent French Professor 

of Political Science, in an article in your May 
issue, says (page 215): “ French policy since 
France’s victory with her Allies in 1918 is pa
cific to the highest degree imaginable. France 
wishes only to stabilize Europe as it has been 
shaped and molded by the treaties which end
ed the great war and to which, unfortunately, 
the United States refused to be one of the sig
natories.”

Since Professor Pinon says that France 
wishes only to stabilize Europe as it has been 
shaped and molded by the treaties made in 
France, may I draw attention to an article by
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Jean Seydoux, formerly political director of 
the French Foreign Office, in Germania (an 
organ of the German Centrist party), in which 
he says that “at the Pans peace conference 
economic principles were not considered, and 
as the frontier lines of the various new coun
tries have been drawn no attention was paid 
to the fact that the navigation of the Danube 
Elver is the vital blood circulation of all the 
States in the valley of the Danube.” The 
French diplomat continues: “The new fron
tiers of Hungary have not been diawn accord
ing to principles of ethnography and economics, 
but purely from a military standpoint.”

Only recently Aristide Briand, the French 
Foreign Minister, declared m a speech at Gen
eva that “under the peace treaties certain 
countnes received more land and people than 
they could digest.”

From the declarations of these two shining 
lights of France, whom we Hungarians ar
dently admire, the pubhc opinion of America 
can see that they do not agree with their dis
tinguished compatriot, Professor Pinon.

DR. I. de JOSIKA-HERCZEG, 
President, World Federation of Overseas Hun

garians.
New York.

*  r  *

PROFESSOR SHOTWELL ON SPENG- 
LER’S THEORY OF CIVILIZATION

To the Editor of Current History:
In May Current H istory, Professor Shot- 

well writes an article relative to the phi
losophy of Spengler On page 285, he makes 
this summary of criticism:

The outward form of this change from cul
ture to civilization is seen in the growth of 
cities and the socializing process which city 
life implies There is no sign of a direct divin
ity, as in Hegel, no meaning that inspires with 
confidence or hope, but a recurring cataclysm 
when the dead nerves no longer respond to 
impulse and the keen impressions that make the 
joy of living are burned out, leaving only the 
ashes of a worn and empty world It should 
be said that the emptiness that follows upon 
disaster receives none of that stressing which 
would be given by a moralist.

Then, on page 287, as constructive criticism 
Professor Shotwell offers the following:

Modern civilization can escape its Winter by 
the application to social and political life of 
that same intelligence which in the physical 
sciences is enabling us to escape from the 
routine limitations of narrowed confines in 
time as well as space " * *

After a close perusal of the two pages men
tioned, one finds that it is just therein where 
the contradiction arises m the anatomy of 
modern society, namely, that the intelligence 
contributed to the physical sciences did not 
likewise contribute to social and political sci

ence, which treats of the concomitant evils 
accompanying our social life and which af
fects mankind as a whole

However, the point which I desire to maki 
is that, notwithstanding that Professor Shot- 
well has put his finger on the defect, yet so 
long as he has not demonstrated that there 
is an application of this “ same intelligence” 
to social and political life and so long as he 
has not supplied us with a solution of our so
cial problem, Spengler’s analysis remains un- 
contradicted and stands as a logical proposi
tion and free from the criticism of the pro
fessor. W. SEMONOFF.

Providence, R I.
* *  *

CHARLES F. THWING, President Emeritus, 
Western Reserve University, Cleveland, Ohio, 
writes “ I i ead each number of Current His
tory and have a veiy keen sense of your wis
dom in selecting subjects and authors and of 
appreciation of the rich contribution which you 
are thus making to human betterment and un
derstanding.”

*  *  *

ORIGINS OF THE WORLD WAR 
To the Editor of Current History:

The first seed of the war was sown by Dis
raeli (Lord Beaconsfield) when he sent the 
British fleet under Admiral Seymour to the 
Bosporus to stop Russia fiom further advance 
against Tuikey Further cultivation of the 
seed was from the Berlin Congress in 1878, 
when the Western nations of Europe tore up 
the San .Stefano treaty and put Turkey, the 
“ sick man of Europe,” under the care of Ger
man doctors Hence the Berlin-to-Bagdad and 
Persian Gulf railroad, which made the much 
quoted German Drang noeh Osten policy pos
sible That policy was dangerous to the sta
bility of empire of certain Western European 
nations and had to be removed sooner or later. 
Further stimulus to the growth of the seed 
was given during the Russo-Japanese War, 
when the Western Powers made a gift of Bos
nia and Herzegovina to Austi la-Hungary, 
thus facilitating, perhaps unintentionally, Ger
many’s Drang noch Osten policy. The Crimean 
War was fought for the same reasons as Russia 
was encroaching too far south and east. How
ever, some of the English historians admit that 
they had gambled on the wrong horse that 
time. It was again Russia in 1877 and Ger
many in 1914 that had to be put out of that 
part of the world near the Suez Canal and 
Gulf of Persia to safeguard the colonial em
pires of the Western nations That was'tho 
real origin of the World War—and perhaps it 
will be of some more future wars.

THEODORE DAMES. 
Per.der Harbor, British Columbia.



IV r>rld Finance— A  Month's Survey
By D. W. ELLSWORTH

A s s is t a n t  E ditor op The Annalist

MAY was an extremely interesting month 
for a number of reasons. The first 
and perhaps the most important 

is that statistics for that month on pig iron 
production, steel ingot production and auto
mobile production confirmed earlier indica
tions that the pace of business activity in the 
United States has now definitely broken 
through the upper limit of the zone of so-called 
conservative prosperity which has been char
acteristic of the last five years. Business ac
tivity, in other words, is now at a level com
parable with that which existed, for example, 
in the so-called business boom of early 1923, 
the first half of 1920, or, to go back to the 
pre-war period, the first half of 1907.

The significance of this development can 
scarcely be over-emphasized, in view of the 
fact that one of the chief and one of the most 
favorable aspects of the long period of gen
erally prosperous conditions which has ob
tained since the Summer of 1924 has been the 
conservative basis on which business has gen
erally been conducted. The situation may best 
be illustrated by reference to the course of 
The Annalist Index of Business Activity, a 
composite of ten of the most important series 
of statistics indicative of general industrial and 
distributive activity in the United States. The 
Annalist index, it is important to observe, is 
adjusted not only to allow for normal seasonal 
changes but also for the normal long-time rate 
of growth of the various industries repre
sented.

In 1920, at the peak of the trade boom of 
that year, The Annalist index reached a max
imum of 114.9 in March. In 1923, at the cul
mination in May of the recovery from the 1921 
depression, it rose to 115.0. From September, 
1923, to March, 1929, however, the index at no 
time went higher than 107.1, reflecting a con
dition which has come to be considered of such 
basic importance that President Hoover’s Com
mittee on Recent Economic Changes stated in 
its recent report that it represented a definite, 
fundamental change in the characteristics ot 
the business cycle.

In April, 1929, however, The Annalist In
dex of Business Activity rose to 107.5; and 
early in June statistics on automobile produc
tion, steel ingot production and pig iron pro
duction made it reasonably certain that the 
May Index would exceed by a considerable 
margin the April figure. Both steel ingot pro
duction and pig iron production established new 
high records for all time, despite the fact that

there is usually a seasonal decline beginning 
in March and lasting until July.

The rapidity of the recent expansion in busi
ness activity has led to a widespread expecta
tion that the latter part of the year 1929 will 
be a period of business recession. None of 
the various statistical services which are en
gaged in business forecasting are very definite, 
however, as to just when the recession is ex
pected to begin, which makes their forecasts of 
little value, because every informed business 
executive for whom these forecasts should be 
of real value knows that in the past periods 
of over-expansion have always been followed 
by periods of recession.

The current expansion in business activity is 
of great importance, not only because it seems 
probable that it will be overdone and will thus 
lead to a business depression some time in the 
future, but also because of its effects on an 
already critical credit situation. The stock 
market declined substantially in May, thus re
leasing a large amount of credit previously tied 
up in loans on securities; but the decline in 
brokers’ loans was partly, though not entirely, 
offset by an increase in the demand for com
mercial loans.

Nevertheless, the credit situation showed 
substantial improvement at the end of May, 
the outstanding manifestation of that develop
ment having been the absence of any acute 
stringency in call money such as that which 
has characterized other recent month-end 
periods. There was also a pronounced easing 
early in June in the rate on Stock Exchange 
time loans, although the average rate for May, 
allowing for seasonal factors, was sharply 
higher than in April, and was the highest of 
any month in the entire period since the close 
of the war.

The refusal of the Federal Reserve Board to 
allow the Federal Reserve banks to raise their 
rediscount rates was another development of 
great importance to the future of the credit 
situation, not only in this country but in 
Europe as well. It became definitely established 
in May that the Federal Reserve banks of New 
York, Philadelphia, Boston and Chicago had re
peatedly voted to raise their rediscount rates, 
only to have their actions vetoed by the Fed
eral Reserve Board apparently on the ground 
that such action would be harmful to business. 
There is no need here to go into the merits of 
the question itself; it has become a topic of 
nation-wide discussion and has stirred up a 
series of violent debates in Congress. The im-
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portant point, from a practical standpoint, is 
that by postponing an increase in rates the 
Federal Reserve authorities have now defi
nitely abandoned any hope they may have had 
of making their policy of restricting credit for 
speculative purposes completely effective. The 
reason for this is that the crop moving and 
crop exporting period is now at hand, when 
European exchanges normally turn against 
this country, so that rediscount rates cannot 
be raised without increasing the amount of 
gold which is already moving to the United 
States. Sterling exchange throughout May 
hovered only slightly above the gold import 
point, and early in June a shipment of $1,000,- 
000 was made from London to New York, 
which was probably the forerunner of other 
and larger gold shipments.

The high level of interest rates at New York 
has, as a matter of fact, attracted gold in 
considerable quantities for several months, 
despite efforts on the part of foreign central 
banks to prevent the movement. As far as the 
domestic credit situation is concerned, how
ever, the effect of these imports has been off
set by the open-market policy of the Federal 
Reserve banks. Since June 30, 1928, these im
ports have resulted in a net increase in the 
monetary gold stock of the United States of 
about $180,000,000, but the effect which this 
movement would normally have on the money 
market has been offset by the action of the 
Reserve banks in selling on the open market 
a large part of their holdings of government 
securities and bankers’ acceptances, the net de
crease in these two items combined between 
June 30, 1928, and May 31, 1929, having been 
about $172,000,000. This offsetting process 
cannot be continued much longer, however, for 
the simple reason that on May 31, 1929, the 
combined holdings of these two items were 
down to $263,000,000.

This is a fact of basic importance, because 
with the prospect that gold will continue to 
come in whether or not rediscount rates are 
raised, the inevitable result will be an easing 
of the credit situation, a result which will be 
magnified if the stock market continues its re
cent downward movement. Easier credit con
ditions, in turn, will mean improvement for the 
bond market, provided, of course, that the ad
ditional credit made available by gold imports 
is not promptly absorbed in stock speculation.

Another important development in May was 
the decline in wheat prices to the lowest levels 
in several years just at the time when Congress 
was wrangling over the farm relief bill. After 
selling below $1 a bushel, a subsequent violent 
break in the market carried May futures down 
to 93 % cents on the last day of May, and the 
Conference Committee of the Senate and the 
House of Representatives hastily composed 
their quarrel over the debentures scheme and

agreed on a farm relief bill providing a large 
revolving fund to be made immediately avail
able for taking the surplus wheat off the mar
ket. As this year’s surplus is now almost en
tirely in the grain elevators, out of the hands 
of the farmers and in the hands of the middle
men, it seems to be the latter who will benefit 
from whatever artificial stimulus to prices 
may result from the measure, and not the 
farmers, at least for another year.

The settlement of the reparations question 
is a great step forward in world financial prog
ress, but the American credit situation is still 
a source of vexation to the principal foreign 
money centres. Since the Reichsbank raised 
its discount rate gold exports have ceased and 
the Reichsbank has been able to replenish its 
foreign exchange reserve. The Bank of Eng
land has continued to add to its gold holdings, 
but at a slow rate, and the prospect that there 
will be a severe drain of gold to America in 
the next few months is not reassuring. It is 
doubtful, now, however, if the Bank of Eng
land makes any further increase in its rate. 
The British banking authorities tend to over
emphasize the effect of the money market on 
trade, and an increase in the bank rate will 
evidently be postponed as long as it is possible 
to do so.

. . BEAUTY of appointment, 
perfection of service, inviting conve
nience and comfort—these things the 
management may contribute to a great 
metropolitan hotel. But it is the guests, 
themselves, who establish its Atmos
phere . . .  Cultivated people who maka 
The ROOSEVELT their favored place of 
residence find here a spirit and a setting 
which are in perfect accord with their 
own traditions of good taste.

i ioo Rooms — Single or En Suite
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E d w a r d  C l in t o n  F o g g  
Managing Director
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