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A. INTRODUCTION.

The Lausanne Conference appointed a Special Committee " with the duty of submitting to
the Commission of Enquiry for European Union at its next session proposals as to measures
required for the restoration of the countries of Central and Eastern Europe, and, in particular:

" (a) Measures to overcome the present transfer difficulties of those countries and
to make possible the progressive suppression, subject to the necessary safeguards, of the
existing systems of exchange control;

"(b) Measures to revive the activity of trade, both among those countries themselves
and between them and other States, and to overcome the difficulties caused to the agricultural
countries of Central and Eastern Europe by the low price of cereals, it being understood
that the rights of ' third countries' remain reserved. "

The Committee sat at Stresa from September 5th to 2oth, under the chairmanship of M. Georges
Bonnet (France), Deputy and former Minister. The following countries were represented by dele-
gates: Austria, Belgium, the United Kingdom, Bulgaria, Czechoslovakia, France, Germany,
Greece, Hungary, Italy, Netherlands, Poland, Roumania, Switzerland, and Yugoslavia. 1

The representative of Latvia was admitted to the Conference as an observer. The Secretariat
of the League of Nations, the International Labour Office, and the International Institute of
Agriculture were also represented.

*
* *

From the outset of its work, the S-tresa Conference unanimously recognised the close connection
between financial, monetary and economic problems. The idea that future efforts must be made
on parallel lines, and that the solutions to be recommended were necessarily interdependent, gained
strength during the discussions.

In compliance, however, with the wishes of the Lausanne Conference, and also in order to narrow
down as far as possible, by a detailed and methodical analysis, the complex difficulties with which
it had to deal, the Conference decided to entrust to one special Committee the study of financial
and monetary questions, and to another the examination of economic questions, especially those
concerned with agriculture, in the forefront of which stands the question of cereals. The Financial
Committee had as Chairman M. Bachmann (Switzerland), and as Rapporteur M. Paul van Zeeland
(Belgium). The Chairman of the Economic and Agricultural Committee was M. Georges Bonnet
(France), and the Rapporteur M. Richard Schiiller (Austria).

The proceedings of these two Committees, which had undertaken to arrive at co-ordinated
solutions, and accordingly kept in close and constant touch with each other, are set out in the two
following reports adopted by the Plenary Conference and the recommendations appended to
each .2

These two reports reveal a dominant idea-the same that inspired the resolutions of the
Lausanne Conference. The solution of the grave crisis now prevailing in Europe, and most pain-
fully acute in Central and Eastern Europe, cannot be left entirely to time or to the efforts of isolated
States. The crisis can only be overcome by organised and continuous co-operation among the
countries of Europe.

The common task to which the two Committees devoted their efforts consisted in determining
the scope, the programme, and the methods of this co-operation; seeking solutions which would
yield the maximum results while imposing the minimum burdens on nations already deeply in
debt; and distributing those burdens equitably among all the participants, having regard both
to their capacities and to their needs.

The convergent solutions recommended by the Committees cannot all, of course, be put
immediately into effect. Some of them will require further consideration; it will be for the Com-
mission of Enquiry for European Union to examine these and, if it thinks proper, submit them to
the World Economic Confmic Conference. Others might be put to some extent into effect forthwith;
that would represent the first step towards a European association for mutual aid.

1 For list of delegations, see Chapter D.
2 In this connection, the United Kingdom delegates made the following declaration:

" The United Kingdom delegates reaffirm that their country attaches the greatest importance to the work
of reconstruction of Central and Eastern Europe, especially by the removal of existing obstacles to trade, and
welcomes the collaboration of the countries assembled here with that object. While in general approving the
recommendations made in the report of the Conference, and in particular those recommendations which represent
a step in this direction, the United Kingdom delegates desire to draw attention to the special position of those
countries, including the United Kingdom, whose commercial policy does not include the imposition of quotas or
heavy import duties on cereals, and to state that they must make reserves on behalf of His Majesty's Government
in the United Kingdom in regard to participation in proposals involving financial contributions or guarantees."
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B. REPORT OF THE FINANCIAL COMMITTEE.

Chairman: M. BACHMANN (Switzerland).

Rapporteur: M. Paul VAN ZEELAND (Belgium).

INTRODUCTION.

The Financial Committee took as the central point of its investigations the passage in the
resolution of the Lausanne Conference calling for " measures to overcome the present transfer
difficulties of the countries of Central and Eastern Europe and to make possible the progressive
suppression, subject to the necessary safeguards, of the existing systems of exchange control ".
From the outset, however, it was clear that the economic and the financial aspects of the phenomena
under consideration could not be kept in separate watertight compartments.

The Committee began by making a careful study of the ground on which it had to operate;
it asked the delegates of the countries concerned to collect a series of precise data. Their statements
provided a basis for the subsequent discussions, in the course of which the ideas collected in the
present report gradually emerged.

PART I. - SURVEY OF THE POSITION OF A NUMBER OF CENTRAL AND EASTERN
EUROPEAN COUNTRIES,

namely:

AUSTRIA HUNGARY
BULGARIA POLAND
CZECHOSLOVAKIA ROUMANIA
GREECE YUGOSLAVIA

The Financial Committee drew up two questionnaires. The first dealt with restrictions on
foreign exchange dealings as regards both commercial transactions and movements of capital.
The second called for a series of statistical data.

The Committee received detailed replies from the various delegations. These replies were
supplemented by oral statements made by each delegation at meetings of the Committee, and
also by the documents supplied by the Secretariat of the League of Nations-especially the
Financial Committee's reports-and by the Bank for International Settlements.

I. STATISTICS RELATING TO THE PROBLEMS DEALT WITH IN THIS REPORT.

We shall not be expected to give here a detailed analysis of the general economic and financial
situation of the countries concerned. This information must be looked for elsewhere, in the
publications of those countries themselves, and, as regards five of them, in the publications of the
Financial Committee of the League.

The sole purpose of this report must be to call attention to certain data which, taken as a
whole, illustrate the exchange restrictions in force in the various countries.

These figures, which are calculated on a uniform basis and are comparable one with another,
are given for each country in the annexes to this report, following a brief examination of the
system of restrictions on foreign exchange dealings in each country.

For the moment we shall merely give a few tables referring primarily to the foreign trade
and external indebtedness of those countries.
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Table I. Foreign Trade.

(In millions of Swiss francs.)

Exports of Foreign trade,
Total——trade after deduction
Total trade of trade between

Foodstuffs Balance per head the countries
and raw Cereals +- credit of

Country Year Imports Exports tobacco - debit population
(I93I)

(in francs)
as percentage of Imports Exports

total exports

0 O/
% /o

Austria .. ... . 3929 ,379 597 3.0 - 782 1,270 950
1930 1,970 1,348 5.0 0.2 - 622 1,021 846

1931 1,576 954 4-7 622 376 823 614
Jan.-June

1932 544 275 3-9 0.2 - 269 284 I75

Bulgaria ....... 1929 308 239 74-4 9.2 - 69 213 I52

I930 169 229 8i.o I5.I + 60 121 I54

193I I73 220 87.7 22.3 + 47 65 I26 I45
Jan.-June

I932 77 68 92.9 34.6 9 36 33

Czechoslovakia . . .. I929 3,073 3,I5I II.6 1.9 + 78 2,311 2,010
1930 2,412 2,688 IO.I 1.5 + 276 1,737 1,704

1931 1,804 2,017 8.7 I.I + 2I3 259 1,392 1,435
Jan.-June

1932 606 570 Io.6 2.7 - 36 455 39 I

Greece ........ I929 892 464 90.9 - - 428 703 437
1930 71i 389 88.8 -32I 585 354
1931 544 285 89.6 -- 259 I30 495 248

Jan.-June
I932 212 80 91.8 - I32 I24 49

Hungary ....... 1929 968 945 68.2 28.2 23 431 370
1930 748 828 67.4 21.3 + 80 352 356
1931 500 516 61.9 I4.6 + I6 II6 256 274

Jan.-June
I932 154 I38 ? I5.I - 6 78 60

Poland .. . . . . 929 ,808 1,632 334 5.7 176 1,523 1,203

1930 1,303 1,4II 36.2 7.0 + I08 I,095 ,092

1931 848 I,O90 33.5 4-7 + 242 60 724 857
Jan.-June

I932 251 313 32.0 6.7 + 62 213 242

Roumania ...... 1929 9II 897 38.0 30.9 I4 1656 623

1930 714 4 884 38.3 35.0 + 170 56 608

1931 492 684 46.7 39-5 + 192 65 1354 1475

Jan.-June
1932 169 232 41.5 35.7 + 63 1 I23 1 I61

Yugoslavia ...... I929 695 720 48.9 19.9 + 25 367 358
1930 632 617 50.5 15-7 5 343 352
1931 435 435 53-3 I4.6 62 252 238

Jan.-June
1932 124 130 53.4 13.4 + 6 78 65

1 The distribution by country in 1929, 1931 and 1932 not being available, it has been assumed that the distribution, in percentage
was the same as in I930.
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This table clearly illustrates the catastrophic fall in the foreign trade of the countries in
question. At the same time, the figures, especially those in the last four columns, reflect the
profound differences in structure among those countries.

Table II. - External Debt

(for dates, see annexes).

(In millions of Swiss francs.)

Long-term Short-term Total per

head of
Country Total population

Public Private Public Private (in francs)
debt debt debt debt

Austria ....... 1,162 530 73 658 2,423 361
Bulgaria ....... 630 5 34 715 1I8
Czechoslovakia . .. 1,457 230 350 2,037 138
Greece . ...... 2,I53 I94 45 26 2,418 378
Hungary ...... 1,647 719 302 I,I06 3,774 432
Poland .. .... 2,797 178 1,482 4,457 I39

Roumania .. .... 4,705 5 1 410 5,266 292
Yugoslavia...... . 2,979 290 3,269 2 235 

Table III. -Service of the External Debt in 1931-32

(Including Interest on the Short-term Debt.)

(In millions of Swiss francs.)

Service of the external debt

Service of the
Country internal Total

public debt 3 Public private debt
As a percentage

General of exports
in I93 I

Austria ...... 90 I34 80 24 22

Bulgaria ...... 20 30 5 35 I6
Czechoslovakia . . . 274 70 35 105 5
Greece ...... 1. I07 I27 13 I40 49
Hungary . 6 I 6 I32 248 48
Poland ...... 31 I52 116 268 24
Roumania . .. . 26 I72 31 203 28
Yugoslavia ... . 28 I24 ? I24 4 29 4

Note. -. The figures shown in Tables II and III are not in all cases strictly comparable with each other. For
further details, see the returns for each country (Annex 3). In cases in which the figure for the interest on the short-term
private debt is not available, the amount has been calculated on the basis of a 6 per cent rate. The same method
has been employed in some cases for the service of the long-term private debt.

It has not been possible, for the years 1929 and 1930, to determine the percentage of the amount
of the service of the debt in relation to exports. The percentages in the last column of Table III
refer exclusively to the year 1931 and far exceed the average for the last three years, as may be
seen by glancing at the movement of exports during that period as shown in Table I. Further,
it has to be considered that the sometimes considerable withdrawal of short-term credits has, for
certain countries, lightened the service of the external debt to a corresponding extent.

Included in the long-term public debt.
2 Public debt only.
3 Figures for comparison.
4 Service of the public debt only.
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Lastly, we give for all the countries as a whole, in millions of Swiss francs, the total figures
derived from the foregoing tables.

External Trade after Elimination of the Trade of Countries concerned inter se.
Year Imports Exports Adverse balance

I929 . . . . 7,474 6,Io3 - 1,378
I930 ...... 5,777 5,472 305
I93I .. . ... 4422 4,286 136

January-June I932 ...... 1,389 1,176 2 13

External Debt in I931-32.
(In millions of Swiss francs.)

Public debt ............ 18,240
Private debt ............ 6,II 9

Total . .......... 24,359

Service of the External Debt in 1931-32.
(In millions of Swiss francs.)

Public debt ............ 925
Private debt ............ 412

Total ............. 1,337

II. DEVELOPMENT OF THE RESTRICTIONS ON FOREIGN EXCHANGE DEALINGS INT HESE COUNTRIES.

The immediate reason which led the majority of countries to restrict free dealings in foreign
exchange-so far, only Poland has been able to dispense with such measures-was the withdrawal
of short-term external credits, which was soon followed by an increasing flight of capital. The
first signs of this withdrawal were perceptible during the early months of I93I. It is not aston-
ishing, then, that when, on May I2th, the difficulties of the Credit Anstalt, historically the most
important banking institution in Central and Eastern Europe, became known, this movement
should have gained considerable impetus and have extended to countries other than Austria.

The movement was further aggravated by a series of other events which, following close on
one another, led to a general loss of confidence; special mention may be made of the banking
difficulties that occurred in Germany in the middle of July, and, in September, the abandonment
of the gold standard by Great Britain and by several other countries.

Despite the inevitable diversity of the measures taken by the countries concerned-as shown
by the particulars given in an Annex relating to each of them-a common tendency is discernible
in the provisions adopted; it is possible to note the successive stages of the course pursued by the
different countries, a course on which some of them were able to pull up sooner than others.

The measures were, of course, designed, in the first place, to protect the gold and foreign
exchange holdings of the Central Banks against mass withdrawals. Thus, in chronological order,
mention should first be made of the attempts to induce the foreign creditor bankers to leave
their short-term credits, or at all events the greater part of those credits, in the debtor countries.
In those countries-Hungary and Austria-in which the biggest sums in respect of such credits
were to be found, the debtor bankers were able to conclude collective Stillhalte agreements with
the principal groups of foreign creditors. In Austria, thanks to the large foreign exchange reserves
of the Bank of Issue at the beginning of the crisis, it was possible to make certain quarterly pay-
ments on the sums due, at all events for a time.

The scope of these agreements, however, was limited, and detrimental transfers of capital,
more particularly the export of national capital, could not be prevented by such measures. In
order to put an end to these withdrawals of capital, as, indeed, the Stillhalte agreements in the
countries which we have mentioned implied, it was found necessary to take much stricter steps
and institute general supervision over all payments to persons abroad, and at the same time
to hold the assets of foreigners within the country.

This supervision was entrusted to the National Banks. But the point of difference between
the countries was the extent to which exchange operations could be carried on by private banks
under the more or less strict supervision of the Central Bank or must, on the other hand, be effected
exclusively by the Central Bank itself.

If the application of these measures could have been restricted to movements of capital,
their disastrous influence on commercial relations would not have been felt. Unfortunately,
such limitation was not possible in any country. Several reasons contributed to this result.

In the first place, down to a very recent date the majority of the debtor countries could
count upon a steady and more or less important influx of foreign capital. The national economic
structure had grown accustomed to this influx and its sudden disappearance was bound to upset
the balance.

Further, the introduction of restrictions resulted almost everywhere in the creation of clan-
destine markets on which the national currency was dealt in at a certain loss, which appeared
also on the foreign markets. As all the Central Banks maintained the gold parity basis in their
transactions, it was inevitable that the public should restrict to a minimum the handing over
of foreign exchange to the Central Banks and should endeavour, on the other hand, to acquire
as much as possible. Accordingly, the foreign exchange reserves of the Central Banks dropped
more rapidly than the private exchange assets of the country as a whole.



Lastly, exports, which should be the principal source from which the National Bank obtains its
foreign exchange, dropped off continuously as a result of the general depression and of the measures
of protection taken by a whole series of countries. Furthermore, the restrictions placed by the
other States on foreign exchange transactions meant that an increasingly large part of such exports
-already reduced-was not paid in foreign exchange, or, if it was, that payment was subject to
considerable delays.

The result of these various factors was that, almost immediately in all the countries which
adopted this procedure, the Central Banks were no longer in a position to supply the total of the
foreign exchange required to pay for imports and to supply other requirements-first and foremost,
the payment of interest on short-term debts and the service of long-term loans. Something had
to be done to relieve the charges resulting from imports. It was found possible to obtain relief
either by limiting the amount of foreign exchange set aside for the payment of imports, or by
restricting such imports themselves and admitting only a quantity of goods corresponding
approximately to the foreign exchange imported.

While the first method does not constitute so direct an obstacle to trade, it does none the less
present serious drawbacks. In point of fact, although the imports effected over and above the
sums available in the Central Bank are partly paid for by assets abroad resulting often from the
flight of national capital or by foreign exchange obtained by illicit means, another part, and
probably the greater part, is obtained on credit, the foreign exporter covering himself, as a rule,
against risk by increasing his sale price. These new credits make it still more difficult, in the future,
to remove measures restricting the movement of capital.

Moreover, even those countries which at the beginning had adopted the first method were soon
obliged to impose direct limitations on imports.

The effect of all these forms of restriction on commercial relations can easily be imagined.
Every import is necessarily an export in another country; thus, there developed a process by
which these foreign exchange restrictions produced, by their cumulative effect, a disastrous
influence on the trade of those countries, both with each other and with third countries, at a time
when international trade was already so badly hit by the world crisis.

Naturally, means were sought for attenuating these consequences, more particularly by agree-
ments essentially involving exchanges of goods. The international clearing conventions belong
to this group. Without going into details, it may be noted that these clearing conventions did not
yield appreciable results, except when the monetary situation of the two contracting countries
was practically equivalent.

In certain countries, it was necessary to go even farther. Some imports are indispensable,
and the Central Bank cannot escape the obligation to furnish the necessary foreign exchange
for the purchase of such goods. There is thus a point beyond which it is impossible to restrict
the granting of foreign exchange for imports and, with the system adopted, it may happen that
at some moment or other the Central Banks can no longer satisfy more than partially-sometimes
even not at all-the foreign exchange required for the payment of interest on short-term debts
or for the service of loans.

This is what has happened during the last few months in certain countries. Transfer mora-
toria were established imposing on the debtor the obligation to pay the amount he owed in national
currency into a fund created at the National Bank, the foreign creditors having access to those
payments subject to certain restrictions.

A transfer moratorium of this kind exists at present in Hungary and in Austria, while in
Bulgaria only half of the service of foreign loans is paid in foreign exchange.

Greece, who a few months ago adopted a system different from the one described above, found
herself obliged provisionally to stop all transfers for the service of her internal public debt and
provisionally to suspend the service of that debt in national currency. At the same time she
has entered into negotiations with her creditors for the partial payment of her public debts, and she
is regularly paying the service of her external long-term private debts.

III. GENERAL CONSIDERATIONS SUGGESTED BY THIS EXAMINATION.

The first observation suggested both by the foregoing and by the information given in the
Annex is that there are numerous and essential points of difference in the position of these various
countries.

The majority of these countries have a predominantly agrarian form of economy; there are,
however, some of a mixed or even predominantly industrial character.

The acuteness of the crisis varies as between the countries. Some have fulfilled all their
undertakings; others have, in point of fact, had to resort to the partial suspension of payments.

Indebtedness, both public and private, vis-a-vis foreign debtors is, considered absolutely or
in relation to their general capacity, heavy in some countries and moderate in others. In some,
these obligations are to a large extent in the form of short-term debts, while elsewhere they are
almost exclusively in the form of long-term obligations.

The monetary situation exhibits the same diversity. Some countries have successfully
protected the stability of their currency; with others, such efforts have not been entirely successful.
In one of them, even, currency depreciation has set in.

As regards budget equilibrium, every degree can be noted between two extremes, some
countries having made heroic efforts to ensure a balanced budget, others being open to the reproach
of showing some indifference in the matter.

As to the system of restrictions both in respect of foreign exchange and in that of trade, extreme
diversity is found.
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It appears, accordingly, impossible to classify these countries in one or more groups and equally
impossible to conceive of a programme the application of which in all its parts could be
recommended for all the countries now under review.

There are, however a number of general features which are found, some among all, others
among the majority of the countries concerned.

(I) The crisis from which the countries of Central and Eastern Europe are suffering, while
exhibiting its own peculiar characteristics and a special intensity, cannot, however, be isolated
from the world depression. It constitutes a particularly typical manifestation of that depression.
The whole problem is dominated by two fundamental considerations:

The first, which is of a general nature and concerns all States, but which falls with double
force on the countries of Central and Eastern Europe, is the appreciation of the value of gold-
or, in other terms, the drop in prices.

The second, which is peculiar to a series of European and extra-European countries, more
especially several countries of Central and Eastern Europe, is the fact that their economic structure
has adapted itself to working, during the last few years, under the continuous influence of an
influx of foreign capital, an influx which to-day has ceased.

Hence the inevitable necessity of adapting the national economy to new conditions in regard
to prices and capital.

(2) For the service of their debts abroad, the majority of Central and Eastern European
countries have, essentially, at their disposal only the surplus of their trade balance.

Clearly, then, the drop in prices and the restrictions imposed on international trade have
sensibly added to the burden of these debts, some of which have been imprudently increased.
At the same time., in certain countries the application of a strict monetary policy and the free
play of economic laws have resulted in an increase in the volume of exports and a reduction in
that of imports.

Despite the crisis and despite obstacles to trade, the volume of exports, for agricultural
products in particular, had not, up to quite recently, undergone such very profound modifications.
It was in prices, and hence in the quantity of foreign exchange obtained for deliveries, that the
heaviest reductions occurred. Thus the problem is one both of markets and of prices. In other
words, there is in Central and Eastern Europe a correlation, first, between the means of payment
available and the export capacity, and, secondly, between that capacity and the price-level of
exportable products.

(3) The degree of indebtedness to foreign countries, although varying in the extreme, is,
in the present circumstances, excessively heavy for several of these countries. The great difficulty
lies in the fact that an unduly, high proportion of the capital lent was in the form of short-term
obligations. A sudden movement to effect withdrawals on a large scale made transfer impossible
and, in certain cases, finally upset the already very precarious balance of payments.

The sudden stoppage of the hitherto uninterrupted flow of foreign capital would, in any case,
have necessitated a profound transformation of the mechanism of their internal economy. This
operation, which would have been difficult of achievement even in normal times, requires in the
present circumstances a very much greater effort, calling at times for quite extraordinary transitory
measures-particularly as in several cases the capital lent by foreign countries during the last
few years has been employed to pay wholly or in part the service of previous loans.

One definite conclusion may be deduced from this situation: to add, before the necessary
adaptation has been completed--as a result of new loans-additional charges to those over-
heavy burdens which exist to-day, would be for those countries at the present juncture as little
in the interests of the lenders as of the borrowers. The difficulty would not be settled at all, but
would simply be held over until later, while its solution would be rendered more complicated
and burdensome. (The foregoing does not apply to the Austrian Loan under the terms of the
Protocol of July I5th, I932, account being taken of Point 8 of the recommendations of the Economic
and Agricultural Committee.)

(4) One of the direct causes which led to the adoption and multiplication of restrictive
measures in the sphere of exchange must be sought in psychological factors, particularly in a
weakening of confidence both abroad and within the country. This was reflected in the withdrawal
of short-term credits and the flight, varying in extent, of capital belonging to persons living
within the country.

The introduction of these measures, in its turn, has frequently had the effect of increasing
the existing distrust. In several countries, this action may have revived memories of the post-
war period of inflation, during which the currency fell to a mere fraction-sometimes infinitesimal-
of its former value.

The Committee agrees that it was difficult, in the present circumstances, to avoid establishing
a temporary system of restrictions. Apart, however, from these temporary restrictions, born
of necessity, it would undoubtedly be fatal to confer a permanent character on this regime.

Recourse to a monetary policy similar to that adopted by the United Kingdom and certain
other countries might have produced too great a shock in Central and Eastern Europe, in view
of the psychological situation and the extremely critical position of that part of Europe in regard
to international debts.

A year has elapsed since the first measures were taken, and the same process has continued
to undermine the situation. Foreign exchange dealings, and hence trade, have been subjected
to constantly increasing restrictions. Transactions in capital have been almost completely arrested
in the majority of countries; in some, the payment of interest has been suspended.

It has, however, become clear during this past year that there is no need in the majority
of countries to fear inflation, as in the post-war period. The energetic steps taken in many cases
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in collaboration with the Financial Committee of the League of Nations-in order to avoid, or

at all events to limit, deficits in the budgets of public authorities and public services have prevented

the creation of that large additional purchasing power which is an essential condition of such

inflation.
There is practically no country in which one finds direct loans obtained by Governments

from the Central Bank for the purpose of meeting public expenditure. In certain cases, however,

indirect loans or loans guaranteed by the Government have been contracted for other purposes,

with the object, for example, of supporting the banking organisation.

It is true that, after the introduction of the foreign exchange restrictions, there was an

agio in some countries on non-official or clandestine markets; but, generally speaking, this exchange

premium has diminished latterly and it has in any case remained stationary.

(5) In order to guard against this disturbance of the balance, many countries have had

recourse to a series of restrictions, affecting both transactions in foreign exchange and trade in

general. Each State has tried to protect itself by shifting to others the consequences of a general

situation; each has tried to push its exports and to reduce its imports to a minimum, this being

indeed essential if it was to be able to ensure the service of the external debt. This policy might

have produced results if it had been pursued by one country alone and if the others had accepted

the situation. But, as each country was laking idetical measures on a national basis, these

measures neutralised one another. The result was-experience on this matter is conclusive-not

only nil, but negative; it seriously increased the difficulties which it was desired to remove.

In no case was the individual problem solved.
We find ourselves, then, faced with a difficulty which is not merely of a national character,

and the final solution of which can only be found in joint action on international lines.

PART II. - MEASURES TO BE APPLIED TO BRING ABOUT A GENERAL

IMPROVEMENT IN THE SITUATION.

The Committee considered the question by what means a removal of exchange restrictions

could be achieved. It came to the conclusion that these restrictions could not be removed until

a new equilibrium of the balance of payments has been brought about.

To attain this purpose, different kinds of measures are necessary which mutually supplement

one another and which we propose to examine below. They include both internal and external

measures.

I. INTERNAL MEASURES.

From the foregoing, it will be clear that the States concerned cannot rely on others to supply

a solution. On the contrary, each one of them must do all in its power to revive its national

economy, so as to enable international co-operation to take concrete form and to bear fruit.

Moreover, it is only by the simultaneous enforcement of a programme which is identical in its

main outlines and in its essential aims that the countries concerned can avoid paralysing, and even

injuring, one another.
There would appear to be no fear of a new inflation similar to that which followed the war,

on condition that budget equilibrium is maintained. Moreover, it is possible that the world

crisis has reached its extreme point. In these circumstances, the Committee considers that the

different countries ought to restore greater freedom to the trade in commodities.

There are two methods of achieving the aim in view: on the one hand, that of continuing

deflation, like the process to which gold-standard countries are at present having to submit and

which involves such a reduction of prices, accompanied by a reduction in the incomes of the different

classes of the population, that a new equilibrium is reached based on the original gold value of

the national currency; and, on the other hand, that of leaving the value of the currency to adjust

itself to the new situation-while, of course, continuing with the greatest energy the efforts neces-

sary to balance the different budgets and the whole national economic system.

These considerations, which as a rule apply without restriction, may nevertheless, in excep-

tional cases, encounter such obstacles as to justify the temporary adoption of measures of

compromise.
As regards this point, the Committee confines itself to pointing out that the policy hitherto

followed of officially maintaining the gold standard, without succeeding in establishing the internal

conditions which can give it reality, makes the abolition of existing barriers practically impossible.

These barriers can only be removed by adopting one of the two methods indicated above.

It must add that neither of these two policies would in itself be sufficient if other measures,

which will be dealt with below, were not taken to ensure a final equilibrium of the balance of

payments.
A third method has sometimes been envisaged-that of replacing the present legal parity

of a currency by another. The Committee considers that this operation would be most hazardous

in present circumstances in the absence of effective outside support.

Decisions touching upon monetary policy belong, of course, exclusively to the sovereignty

of each country. 'In particular, the question whether the level at which the currency is at present
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attached to the gold standard should or should not be maintained must be left for each country
to decide for itself. It is probable that the currency will in some countries remain at its present
par value and in others will eventually be lowered.

Be that as it may, it does not seem possible to lay down on this point any rule which would
apply to all the countries concerned.

Among the factors which have to be taken into account, some of those put forward are of
undoubted importance.

Some years ago, several of these countries went through the horrors of unlimited inflation,
and are still suffering from its distant consequences. Public opinion has remained nervous and
extremely distrustful with regard to monetary phenomena. In such circumstances, an abandon-
ment of the outward signs of stability might provoke psychological reactions.

Furthermore, certain of these countries have a heavy external debt in foreign currency.
Depreciation of the national currency would in no way lighten the immediate real burden, and
would at once increase its relative importance in the budget.

The problem of the gold standard itself from the point of view of its international operation-
whether it be the gold standard itself or the gold standard of exchange-must, of course, be
studied, and perhaps dealt with, on an international plane. But it is obviously outside the compe-
tence of this Committee and directly within that of the forthcoming World Economic and Financial
Conference. Certain delegates here recalled in this connection the motion voted on July iith, I932,
by the Governing Body of the Bank for International Settlements emphasising the advantages
of the gold standard.

At the centre of all efforts of adjustment the necessity of an energetic policy by the Bank
of Issue will make itself felt. In this connection, the exchange of views which took place in the
Committee again gave prominence to certain principles which we shall proceed to summarise.

The reserves of the Central Banks must play the part of a barometer rather than of a regulator.
The indications which they give must be translated into acts of consistent monetary and

financial policy. All the classical measures should, if necessary, be employed-changes in the
bank rate, relaxation or tightening up of the conditions for the acceptance of paper, direct or
indirect operations on the open market, etc.

As " regulator ", these reserves can only serve to counterbalance moderate fluctuations in
the balance of payments. In the case of profound disequilibrium, whether permanent or excep-
tional, it must not be thought that the difficulty can be solved by their intervention alone.

The Committee is bound to admit, however, that the considerable amount of debts frozen
in certain countries, and the different internal measures having the character of a moratorium
applied in certain agrarian countries, make it difficult for the various banks of issue to employ
the traditional measures mentioned above. For this reason, also, it is very desirable that this
considerable increase in credits with the Central Banks should disappear as soon as possible.

The Committee desires to recall here a self-evident truth: whatever the method chosen,
it is absolutely essential to maintain a satisfactory budget equilibrium at all costs.

Only by making such an internal effort can the States concerned obtain the assistance of
foreign countries on the lines here indicated. It is not so much in the interest of the creditors as
in that of the countries themselves that such efforts are necessary.

II. MEASURES INVOLVING OUTSIDE CO-OPERATION.

Economic Measures.

The Committee, of course, deliberately refrained from examining any particular measure of
an economic nature. It was led, however, to enunciate certain general considerations which either
relate directly to the recommendations which it makes on financial questions or are likely to have
some influence thereon.

In the first place, without wishing to express any opinion on the future trend of prices, we
would point out that, if prices in general, and particularly the prices of agricultural products,
were to rise, some of the difficulties with which we are dealing, at any rate as regards the future,
would find an easier solution.

This shows the importance of the success of the efforts being made to raise the price of cereals
in Central and Eastern Europe.

The work being pursued at Stresa forms an integral part of the work of the forthcoming
World Economic and Financial Conference, and the results of the latter will in their turn influence
the application of our recommendations.

Lastly-and the Committee considers this point essential-it cannot be sufficiently repeated
that the restoration of normal conditions for the exchange of goods will be the best and surest
means of consolidating an improvement in the financial sphere and remains a sine qua non of
the success of the individual measures of which we are going to speak.

Financial Measures.
A. Debts.

From the statements made by several delegates, it is clear that, in present circumstances,
certain countries consider themselves incapable of making all the transfers or even, in individual
cases, all the payments abroad necessitated by the full service of their long-term debt. In the
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ease of most of the countries in which there are large amounts of foreign short-term capital, it
appears from the statements made that they are not in a position to effect the immediate and
full repayment of these funds.

The Committee was obliged to recognise that present economic conditions have materially
increased the burden of the external debts, whether public or private, of the States of Central
and Eastern Europe, and that, if these conditions were to continue, the situation would be further
aggravated.

This question of debts more than any other brings out the profound differences which exist
between the various countries of Central and Eastern Europe. There can therefore be no question
of conceiving or applying a single solution.

In some of those countries whose figures are annexed to the present report, the problem does
not arise, or arises in quite a different manner, and elsewhere it is already on the way to solution
or is being made the object of negotiations. Any decision in whatever sense must be taken solely
by the creditors themselves; and the solutions to be applied to the difficulties of the moment must
be sought and elaborated by direct negotiations between creditors and debtors.

In approaching this delicate problem, the Committee has thought it necessary, in the first
place, to affirm those principles a disregard of which would involve still more serious evils than
those we are endeavouring to remedy.

Once an obligation has been entered into, it is final; it must be carried out in full and as
stipulated in the contract. If circumstances occur which are stronger than the will or the capacity
of the debtor, they create for the parties a new situation in which the creditor must be able to form
an idea of the real situation of the debtor and demand guarantees for safeguarding his interests.
But, at the same time, it may be said that such a situation should incite the creditor to assist the
debtor to return to normal conditions

It must not be forgotten, however, that we are at present in the heart of the crisis, so that the
measures to be taken should have a temporary rather than a final character.

Setting out from these principles, certain delegates of debtor countries have stated that, to
their minds, the measures taken, although sometimes difficult to justify from the legal standpoint,
constitute measures for the conservation of the interests of the creditors.

The direct interest of the debtors demands, moreover, that in dealing with their debts, they
should never lose sight of the necessity of safeguarding their credit for the future.

We repeat that the whole problem of debts will be simplified by the disappearance or 1gradual
lowering of the barriers to international trade in general. Conversely, the aggravation or main-
tenance of these barriers, accentuating the stagnation of business, would complicate the problem
to the extent of rendering it in certain cases insoluble.

The abolition of restrictions on dealings in foreign exchange may, in certain cases, necessitate
an at least temporary adjustment of foreign debts. In this connection we would refer to the
remarks made below.

In the light of these considerations, we shall now approach the problem at issue, which differs
according to whether the debts are short or long term.

i. Short-term Debts. - One of the general characteristics of the crisis is to be found
in the breakdown of equilibrium in the distribution of capital. This takes two principal forms
-first, the excess of capital maintained in short-term form, and, in the second place, the use
of short-term funds for long-term expenditure, or the de facto immobilisation of these funds
owing to the crisis.

These disharmonies have made their effects doubly felt in certain countries of Central and
Eastern Europe. In the first place, a series of credits have been " frozen "-that is to say, the
debtors are materially unable to repay them at short term. Next, even when the capital is mobile
within the national frontiers, the means of transfer abroad are lacking.

We would emphasise that, in certain cases, there are situations similar to those which too
often arise in business and with which banks are too familiar. This constitutes a risk inherent
in the lending of money and must be accepted by the parties and dealt with according to the
ordinary rules of private law.

Thus we note two facts: funds lent on short term are immobilised into long-term investments,
and short-term credits which remain liquid cannot be refunded for lack of means of transfer.

Even in the hypothesis of a material rise in the price of exportable products, the immediate
mobilisation and transfer of all short-term credits appear to be improbable.

The present " standstill " agreements, which have been concluded with the idea that they
will only be for a provisional period, present evident drawbacks. In certain cases, they have
lumped together the sums falling due, further increased by arrears, and have fixed the same
date of payment for all of them, thus intensifying the difficulty of a solution. In the interior
of each country they have prevented the liquidation of intrinsically bad debts and have thus
stopped the painful but normal process of improvement and reduction. Several of them have
already fallen due or will soon do so. A transfer moratorium, whether official or de facto, has
the same drawbacks, and others as well.

Under the shelter of these agreements, creditors and debtors will have to negotiate direct
regarding other arrangements to be made for the future. We are not in a position to say what
agreements presenting fewer drawbacks might be concluded immediately. No doubt the
moment has not yet come to adopt final solutions. The evolution of the crisis and the possible or
probable improvement of the economic position will, it may be hoped, automatically solve numerous
difficulties.

Nevertheless, it is in the interests of both parties-the creditors and the debtors-to correct
to the greatest possible extent the defects which practice has revealed.
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The exchange of views which took place in the Committee brought out a number of ideas
which would appear possible of application immediately in certain cases and which would have
valuable results from the general point of view.

The procedure of settlement should be as elastic as possible. A means of arriving at this
elasticity would be the development of individual negotiations leading to direct agreements.
The two parties may perhaps find it necessary to undertake thorough investigations conducted by
themselves or under the direction of bodies which are both competent and impartial. In any
case, the consequence of these agreements should be to relieve the balance of payments of the weight
of arrears, which have become considerable.

One observation which we are bound to make is that measures taken to " block " funds place
foreign creditors in a position which is always difficult and sometimes critical, Some of them could
not, without exposing themselves to grave danger, accept the pure and simple transformation of
their short-term credits into medium- or long-term credits. It goes without saying that this aspect
of the problem must never be lost sight of.

In several cases, short-term credits are not only forcibly retained in the country, but are also
rendered subject to supplementary restrictions within the frontiers. The result is that the position
of foreign creditors is worse than that of national creditors. To explain this anomaly the necessity
is invoked of avoiding a breach which would render vain the other measures for the protection of
the exchanges. But this explanation provides the only possible excuse for such differences of
treatment which should never be imposed for any other reason.

The funds belonging to foreigners should at least be available for capital employment within
the country.

But arrangements should be made for their gradual liberation within the frontiers and their
progressive utilisation for the payment of exported goods.

Lastly, foreign creditors must, as soon as possible, be able to choose their debtor within the
country and enjoy all advantages granted to national creditors; otherwise, the creditor might
demand compensating guarantees.

In the process of liberation and transfer, distinctions and preferences might be established,
according to the origin or nature of the funds. Thus, it would be natural to liberate first of all
funds relating to commercial transactions; while, on the other hand, it would also be natural to
retain for a longer period credits which possess a more permanent character as a result of the
incessant movement of renewed bills.

Sums due on short term whose transfer is suspended are derived from numerous sources;
but moneys derived from the payment of debt coupons which, not being transferable, are paid
into trustee accounts or special accounts must be placed in a special category. These sums should
in any case be available within the country to holders wishing to cash their coupons therein.
This is an aspect of the problem of long-term debts, but it weighs on the balance of payments
in the same way as short-term debts.

Mention may also be made of the funds lent by the Bank for International Settlements to
the banks of issue to facilitate their monetary action at a time when other capital was being
withdrawn; these loans have a special character as being in the nature of assistance. They are
not blocked, but clearly they constitute one of the elements of the problem.

As we have said, each case must be examined and dealt with separately. It is inevitable,
however, that relations should exist between the problems arising in different countries and that
in certain countries negotiations between several groups may be necessary.

But, if the creditors are induced in this way to make concessions to their debtors, they will
undoubtedly be justified in obtaining adequate guarantees when they think it necessary to call
for them.

Nevertheless, the measure which will form the essential counterpart of these concessions
and the best guarantee for the future will be the abolition of restrictions on exchange operations
and on trade.

The Committee recognises, on the other hand, that in many countries it would be impossible
to abolish exchange restrictions in the near future unless agreements were concluded settling
the problem of short-term debts.

In respect of the latter question, however, certain delegates asserted that, on a number
of the points raised-in connection, more especially, with standstill (Stillhalte) agreements, and
the necessary rules of differentiation and priority in the process of release-they were insufficiently
informed and therefore did not feel qualified to express an opinion. They urged, however, that
all adjustments should be settled directly between creditors and debtors.

2. Long-term Debts. Most, and in certain countries even all, long-term debts are
public debts. The question has, therefore, two aspects, and turns partly upon budgetary capacity
and partly upon foreign transfer capacity.

It is obvious, that in the countries of Central and Eastern Europe, the service of foreign debts
is, to a varying extent, an important element on the debit side of the balance-sheet, and cannot
be ensured in its entirety unless the other side of the account shows assets for an equivalent
amount. Whether such assets can be procured depends in large measure on the financial policy
of the debtor States; but, as has been shown in the present report, it also depends upon
the extent of international economic activity-that is to say, to a degree varying from country
to country, upon factors beyond their control. Provided that the debtors first prove that they
have made the necessary efforts to meet their obligations, and that no other possibility remains,
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it may therefore be in the interests of the creditors themselves to refrain from putting forward
demands which, for the time being at least, it would, in practice, be impossible to satisfy.

But-and this is a point which deserves special emphasis-if a debtor country considers
itself unable to meet its obligations in full, it is in duty bound to communicate with its creditors,
directly and without delay, and, if the latter deem such a course necessary, to submit to any
reasonable investigation of its position by qualified persons acceptable to both parties.

Contractual obligations can in no circumstances be modified unilaterally.
If, moreover, adjustments appear necessary, it would, in principle, be preferable, in the

interests of debtors and creditors alike that they should be given a provisional character; for
it is possible that world trade is on the eve of revival.

It has been pointed out that, in certain cases, the present burden would be appreciably
lightened by comparatively slight modifications in the rate of amortisation.

At all events, if foreign creditors were induced to make concessions in regard to the burden
which these debts represent, such concessions should not result in placing home creditors 1in a
more favourable position than foreign creditors. It would appear that the position of the former
should, on the contrary, be regarded as a minimum. Nevertheless, it must be kept in mind that
foreigners themselves have an incontestable, though indirect, interest in each country's preserving
intact its ability to raise loans on the home market.

There can, moreover, be no doubt that the creditors would frequently derive the greatest
benefit if the representation of their interests were more effectively organised.

The foregoing recommendations apply equally to private and public debts.

B. Currency Normalisation Fund.

It may be hoped that the various measures which we recommend in the economic and financial
sphere will safeguard the balance of payments of the countries concerned from a sudden
attack at what has hitherto been its most vulnerable point. This will lead to a state of affairs
in which it will be possible, by prompt and decided action, to abolish the system of restrictions
on foreign exchange dealings, and to return to normal conditions of freedom. Such measures
should therefore be introduced at the earliest possible moment, and, as far as is practicable,
simultaneously in all the countries concerned.

In other words, the attempt to direct economic activity through currency control would be
discontinued, and banks of issue would resume their proper function of supplementing the action
of a free currency market.

But, when all these conditions have been fulfilled, when, as a result of the various measures
described, the countries concerned have reached the threshold of a final adjustment in regard
both to international relations and the relations of their own economic life with that of the world
at large, situations may arise in which even limited foreign assistance in currency matters will
be found both necessary and expedient.

Hence the idea of instituting a fund for the purpose of assisting at the opportune Imoment
the normalisation or final regularisation of currency conditions in Central and Eastern Europe.

In the minds of the authors of this suggestion, the fund would operate in the following manner:
The immediate object of the fund would be to assist Central Banks by increasing their reserves

at the opportune moment. It would therefore be concerned with currency matters.
It would not be called into play until the last stage, and would, as it were, form the coping-

stone of the edifice raised by the interested parties themselves. But the conditions necessary to
its employment might perhaps be satisfied more rapidly in some countries than in others; in
any case, it is to be hoped that this would be brought about at the earliest possible moment.

Everything considered, it would be desirable that a movement for promoting the idea of such
measures should be launched without further delay, as its value in stimulating confidence might
be immense. In the countries of Central and Eastern Europe, the psychological factor is of
exceptional importance, on account of the impression left on the public mind by the currency
disaster of a few years ago.

In the same connection it may, moreover, be noted that it would represent an unmistakable
and valuable manifestation of the general desire for European co-operation, as well as a basis
for efforts for the further improvement of conditions.

The creation of a fund intended to facilitate the final abolition of exchange restrictions in
certain countries which at the present moment transfer no more than a fraction of their foreign
debts would be of the greatest importance to all creditors.

It is this fact which would determine the general character of the fund and the rules which
should govern its composition and operation.

For the moment, the Committee did not consider itself competent to work out this idea, which,
moreover, did not obtain unanimous support, in complete detail.

The role of the Stresa Conference is confined to enunciating measures or general recommen-
dations for submission to the Commission of Enquiry for European Union. It will be for the latter
to take any further steps for the scheme's application. In this connection, the view was expressed
that the Commission should entrust the detailed elaboration of any future scheme to a small
committee consisting of technical experts or specialists, with general terms of reference and
extensive powers of decision.

The fund would be constituted through an appeal to Governments, which would make
the necessary sums available, either directly or indirectly.

The fund would form an important part of a system the effect of which should be to regularise
the chaotic situation resulting from the crisis in the interests of all countries, including those
outside Europe. All would benefit directly by a business revival in Europe, either as producers



or consumers, creditors or debtors. Contribution to the fund would be an earnest of the economic
revival of Europe.

That being the case, it would be desirable that as many countries as possible, especially the
leading Powers, should contribute to the fund.

As regards the assessment of contributions, various systems were suggested. For the time
being, however, the question remains open.

The working methods should be modelled upon commercial practice; capital would be lent
at interest and in accordance with the accepted rules for credit transactions. Subsidies paid into
the fund would therefore have the character of loans, recoverable as soon as the fund had completed
its task.

It is, moreover, to be desired that the rules laid down for support of, and participation in, the
fund should be as elastic as possible; for, in certain cases, its purpose might be attained by mere
guarantees, without the contribution of actual funds.

At this point in its proceedings, the Financial Committee was called upon to consider a
scheme for the revalorisation of cereals worked out by the Economic Committee. The Financial
Committee was asked to enquire into the possibility of combining the fund provided for in this
scheme with the Currency Fund. The methods of operation and the objects of the two funds are
obviously different. The Committee reviewed a number of possibilities, none of which was ruled
out, though the Committee refrained at the present juncture from deciding among their respective
merits.

In these circumstances, it will no doubt be preferable to postpone the selection of a final

solution until a later stage in the enquiry. The Committee nevertheless wishes to stress the necessity
of finding such a solution without delay. Certain members of the Committee emphasised the urgent
need-irrespective of the solution adopted-of devising means for the immediate application
of the schemes for the revalorisation of cereals.

It may finally be recommended that the administration of the fund should be entrusted to
the Bank for International Settlements. Certain delegates are, however, of the opinion that the
Bank should be invested with the fullest powers, comprising the general direction of operations,
as well as their technical execution; others, on the other hand, would prefer that the fund should
be made a distinct legal entity, which, while taking advantage of the banking services of the Bank
for International Settlements, should retain full control of its own activities.

The Committee finally decided to leave the World Conference to examine the extent to which
the fund might be incorporated with measures of a more general character.

CONCLUSION.

Having reached this stage in our proceedings, we must stress one of the important character-

istics of all the measures proposed-namely, that they should preferably be simultaneous applied
by all countries with permanently interrelated interests or in closely similar conditions. It is,
more especially, by such a concerted movement that a general atmosphere of mutual confidence
and faith in the future, which will permit of the spontaneous solution of numerous difficulties,
may be created.

The removal of obstacles to trade, especially exchange prohibitions, is, therefore, to our mind,
both the consequence and condition of international collaboration.

Moreover, the restoration of normal commercial relations and the revival of general trade
movements in the countries of Central and Eastern Europe resulting from the abilition of existing

restrictions will be a capital and indispensable factor in the permanent success of the various
other aids to revival. Just as the measures hitherto adopted, within their own limits, by each

of the countries concerned, were in origin a consequence of the depression and subsequently
accentuated its severity, so the disappearance of trade restrictions resulting from thorough-
going efforts at restoration will ensure the continuation and consolidation of the improvements
which we expect.

We have stressed the necessity of joint action on international lines in the interests of the
countries of Central and Eastern Europe.

At this point, in many cases, there is no need to distinguish between restrictions applicable
to foreign exchange transactions and those applicable to trade in goods; the one series produces
the other, and the same results are obtained in different countries by procedures which essentially
concern now foreign exchange and now goods. The abolition of restrictions on exchange tran-

sactions and the corresponding trade restrictions should therefore proceed pari passu in the different
European countries.

*

At the same time, while the final object is the re-establishment of full liberty, transitions may,
of course, be necessary.

As regards restrictions on currency transactions, one fundamental distinction may be made.
It is essential, first, to abolish those particular measures which in actual fact have the effect

of restricting, complicating or paralysing exchanges of goods.
An adequate degree of liberty on the foreign exchange market, and the resumption of the

convertibility at sight of notes of banks of issue, are compatible with the maintenance of a certain

supervision over movements of capital. These last restrictions will lose their raison d'etre and
lapse of themselves when the balance of accounts has been re-established at a normal level.
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Even pending the removal of those restrictions everywhere, it is essential to renounce
measures the practical effect of which might be obtained by other methods less injurious to foreign
contracting parties.

* *

Among the recommendations deriving from the present report, we have endeavoured to
bring out the most important. Several of them do not apply to certain of the countries under
consideration, but, taken as a whole, they express our general views as to the best means of
surmounting the present difficulties.

In consideration of the foregoing, the Committee recommends:

General Principles.

(i) That efective budgetary equilibrium be maintained or established.

(2) That the Central Banks endeavour to enforce a strict credit policy.

(3) That financial and economic policy be based on an endeavour to promote the adaptation
of national life to the new conditions resulting from the drop in prices and the withdrawal of capital.

Short-term Debts.

(4) That, with a view to permitting of the abolition of exchange restrictions and the " restoration "
which is indispensable in countries in which short-term credits are immobilised, direct contact be
established between creditors and debtors with the object of arriving, so far as may be necessary, at
adaptations taking into account, in particular, the real value of the credits immobilised and their
nature.

(5) That the debtor countries should, with the object of re-establishing the minimum credit
indispensable for purely commercial activities, proceed as soon as possible to effect the progressive
transfer, by whatever methods may be appropriate, of foreign short-term capital, taking duly into
.account the nature and the use to which that capital may be put.

(6) That foreign short-term credits, in countries in which they form the subject of special measures,
may gradually, but as rapidly as possible, be utilised within the said countries as freely as national
capital.

Long-term Debts.

(7) That if, after having made the internal efforts necessary for the execution of undertakings
entered into, and by reason of the special difficulties ensuing from the economic crisis, a debtor (State,
public body or private individual) finds it necessary to apply for a certain adjustment of his contractual
obligations, such debtor shall communicate direct and in good time with his creditors, who are alone
entitled to accord any adjustments that may be found necessary.

(8) That, if arrangements appear necessary, they shall, in principle, be of a provisional character,
taking into account the present situation of world affairs.

(g) That the treatment of foreign creditors, which in an ordinary way must be privileged by
reason of the security and guarantees which they hold, shall not be more unfavourable either in law
or in fact than that of national creditors.

Currency Normalisation Fund.

(Io) That measures be contemplated forthwith for the constitution of the necessary funds, in
order that the States of Central and Eastern Europe may, when the moment arises, find financial
assistance such as will enable them definitely to strengthen or restore their monetary situation and
will inspire immediately a feeling of security.

It has been suggested in this connection that a fund should be created which would be constituted
by means of repayable advances supplied by all the States parties thereto, and from which, in case
of need, loans for a reasonable term would be granted to banks of issue.

The Committee did not feel able to examine in detail the means whereby effect might be given
to this proposal, which did not meet with the unanimous approval of its members, but appeared to
the majority of them worthy of submission to the Commission of Enquiry for European Union. The
latter would have to decide what body should be made responsible for the administration of the fund,
the general lines of such administration, the method of calculating contributions, and the manner
in which such contributions might be supplied.
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C. REPORT OF THE ECONOMIC AND AGRICULTURAL COMMITTEE.

Chairman: M. Georges BONNET (France).

Rapporteur: M. Richard SCHULLER (Austria).

INTRODUCTION.

The Stresa Conference, to which the Lausanne Conference had confided the task of
submitting to the Commission of Enquiry for European Union proposals for the economic
reconstruction of Central and Eastern Europe, approached the problem in its two main aspects
-the monetary and financial and the economic aspect.

Indeed, without the restoration of a sound currency, it would be difficult to contemplate
the abolition of all the new restrictions which, since about a year ago, have been added to the
ordinary policy of protection, thereby placing still more serious obstacles in the way of the
normal development of trade.

Undoubtedly, too, no measures intended, with the help of the admittedly necessary financial
reconstruction, to restore to the currency its full functions as an instrument of exchange could
produce their full effect unless at the same time these obstacles were reduced pari passu.

In order to overcome the grave difficulties of the hour in the financial as well as in the
economic sphere, the action that is possible and natural is of three kinds.

In the first place, it is more important than ever that each of the States of Central and
Eastern Europe should persevere in its efforts to strengthen its internal economy, in order to
do its utmost to withstand the present depression and pave the way to recovery in the near
future.

Further, it is also essential for the States of Central and Eastern Europe to endeavour by
direct negotiations to settle, in the most desirable way and in a spirit of equal goodwill, their
trade relations among themselves and with other countries. In this field there is much to be
done, because, under the pressure of the world crisis, the contractual system which ensured
normal trade for the States of Central and Eastern Europe has been seriously impaired.

But, in the abnormal circumstances we are now experiencing, the action that individual
States can take, whether in the field of their national economy or by means of bilateral agreements,
is necessarily limited. These two means of recovery must therefore be supplemented by collective
action enabling them to be both co-ordinated and perfected.

While not underestimating the importance of these direct negotiations for the economic
restoration of Central and Eastern Europe, the Economic and Agricultural Committee devoted
its efforts mainly to seeking ways and means of giving practical application to the last-named
method, as it felt that therein lay the essential mandate conferred upon the Stresa Conference
by the Lausanne Conference.

i. TRADE RESTRICTIONS.

Among all the obstacles and restrictions which are to-day hindering the international trade
of the countries of Central and Eastern Europe, whether among themselves or with other countries,
we may distinguish-though not by any clear line of demarcation-two main categories of
different origins: the restrictions dictated by economic considerations and those necessitated
by the need to protect the currencies and by difficulties of transfer.

Any alleviation of the first-named restrictions is closely dependent on the improvement
of the world economic situation and on the development of European economic policy. It will
be one of the principal tasks of the future World Economic Conference. Nevertheless, it would
be desirable for the different countries to prepare the ground now by making every possible effort
towards this end.

On the other hand, it should be possible for the second category of restrictions to disappear,
pari passu, with the restoration of the finances and the currencies. It was to this category that
we gave our chief attention, since the measures for which it calls are the most urgent and seem
capable of more immediate achievement.

The primary need is that the various States, setting aside purely unilateral considerations
and taking up a stand against interests which have grown up as a result of the abnormal situation,
should endeavour, in the matter of the exchange of commodities, to put an end to artificial
conditions which would nullify the attempts that all the States represented here intend to make
to help the countries of Central and Eastern Europe to restore their finances and their currency.
If we take properly into account the existing interdependence between monetary and economic
action, we shall have gone far towards restoring the normal course of trade.

It should be borne in mind, however, that the efforts made by the States of Central and
Eastern Europe might be hindered if the other European countries, which maintain important
trade and financial relations with them-that is to say, the same countries that are to-day trying
to support them in their struggle with present difficulties-continued to apply to their imports,
and with unabated severity, special restrictions which, in view of the improvement in the financial
situation, were no longer justified.
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As already pointed out, one of the most urgent needs is the re-establishment of a system of
normal commercial treaties. The contractual policy of the countries of Central and Eastern
Europe at present bears visible evidence of the depression; it is entirely dominated by monetary
and financial considerations. Faced with the necessity of restoring their balance of payments
at all costs by reducing imports to the lowest possible level and endeavouring to increase exports--
and of these attempts only the first has succeeded-and the further necessity of being in a position
to adapt their import policy from day to day to a monetary situation which is constantly changing
and is in a very dangerous state, these countries have, as a rule, tried to free themselves from the
bond represented by normal commercial treaties intended to be valid for long periods and based
on the principle of freedom of individual commercial transactions.

Hence the attempts to deconsolidate duties and thereby enable States to regain their full
tariff freedom; hence, also, the conclusion of short-term treaties, often limited to particular classes
of goods, rather resembling market arrangements than international instruments, and intended
to maintain only the minimum amount of trade consistent with the monetary policy of the
respective countries. Barter agreements, compensation agreements and even clearing agreements
generally come within this category.

As progress is made towards recovery in financial and currency matters, it will become essential
for these countries to try to re-establish, both among themselves and with other countries, a
stable system of commercial treaties capable of affording adequate guarantees.

Undoubtedly, a complete and final economic recovery from the present depression cannot
be expected until the world crisis has become less acute and business in general has been resumed.
It should be pointed out at present, however, that, if at any moment the natural play of economic
forces begins to bring about such a recovery, that recovery may be seriously hindered unless the
countries in question endeavour now, with the help of the other European countries, to free
themselves, both in the monetary and in the commercial sphere, from the defensive armour in which
they are encased and which is a danger to themselves. They must now, through the measures
they take in the financial and monetary field and by reverting to a more liberal economic policy,
prepare to take their part in the general economic recovery. Moreover, it may legitimately be
hoped that, by taking these measures, they will hasten recovery.

Having taken note of the work of the Financial Committee, the Economic and Agricultural
Committee would point out that a first important advance would be made if the restrictions on
dealings in foreign exchange were removed.

There then remains to be considered the body of measures limiting the methnumber of commercial
transactions and the quantities of goods exchanged-the regime of prohibitions, of licences, of
indirect and administrative protection. and of quotas. All these methods are closely inter-allied.

The quota system, a form of restriction which is only too widespread, is due to several causes,
some of which are of a monetary character: direct causes in countries whose currencies seemed
to be in danger, and indirect causes in countries which felt themselves threatened with an abnormal
importation of goods in search of foreign exchange having an appreciated value. It is to be hoped
that, as the monetary or other causes disappear, these measures will also be partly or wholly
abolished. Their disadvantages are well known, and have been fully explained in a recent report
by the Economic Committee of the League of Nations. In the meantime, however, we consider
it urgently necessary that the countries of Europe, and particularly those of Central and Eastern
Europe, should gradually abolish the restrictions on trade-prohibitions, licences, quotas and
administrative protection. Pending the complete removal of these restrictions, the individual
countries should, of their own accord, increase unduly restrictive quotas and abolish those that
are no longer needed. By means of bilateral agreements, they should arrange and increase the
quotas so as to maintain or restore normal currents of trade.

It is further necessary that States which continue to apply quotas should make the methods
of allocation more elastic, so as to mitigate to the fullest extent consistent with international
agreements the possible effects of such quotas on the economic development of the States of Central
and Eastern Europe.

As trade questions naturally affect more countries than those of Central and Eastern Europe,
the problem of providing greater freedom for international trade-by the abolition of prohibitions,
of the licensing system, of quotas and of indirect protection-can be completely solved only by
the future World Economic Conference.

2. REVALORISATION OF CEREALS.

The collapse of prices of agricultural products, and particularly prices of cereals, plays an
all-important part in the crisis through which the States of Central and Eastern Europe are passing.
Accordingly, the Stresa Conference-acting, moreover, in accordance with an express recommen-
dation of the Lausanne Conference tried to find means of remedying, at all events in part, the
fall in prices by attempting to give an enhanced value to exportable surpluses of cereals.

Since the Conference for Concerted Economic Action indicated in I930 the lines on which
certain " preferential " agreements could be concluded for European cereals, various States have
concluded agreements of the kind suggested. Some of them are already in force; in the case of
others, it has not yet been possible to apply them on account of the opposition of other States
enjoying most-favoured-nation treatment.
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It has been found that, even if all these agreements; were in force, they would probably fail
to achieve the most important result-namely, an increase in the home price in the producing
countries. Such a result, indeed, seems attainable only by a method which would have the effect
of revalorising to a certain extent all exportable surpluses of the various cereals under consideration.
If a higher price is obtained for all exports, home prices will follow such a rise in export prices.

It is further necessary that, while the total covering all such surpluses should not be exceeded,
the quantities of each of the cereals in question should be variable according to harvest fluctu-
ations. This two-fold result seems very difficult to attain merely by means of bilateral treaties
concluded independently of each other and without any co-ordination; hence the idea of collective
European action which the Committee has endeavoured to incorporate in the attached draft
Convention.

The object of this draft Convention is the revalorisation of cereals by combining the two
means referred to-the granting of preferences in bilateral treaties subject to the rights of third
States, and financial contributions to a special fund.

The draft limits the preferences granted by the bilateral treaties or by collective action to
the average quantities exported during the last three years (I929, 1930 and I93I ).

This limitation is of great importance both to the European countries taking part in the
action contemplated and also for oversea countries. It lays down limits, which the former can
accept, to the concessions asked of them; and it gives the latter an assurance that the production
of cereals in Central and Eastern Europe will not increase behind the shelter of an unlimited
preferential regime and will thus not be likely to have a prejudicial effect on their own exports.
For that reason, the Conference hopes that the oversea countries, which have so great an interest
in the reconstruction of European economy, realising that the action suggested is intended to
bring about that reconstruction and is of such a nature as not to injure their interests, will give
it favourable consideration, and, by not placing any obstacle in its way, will take their part in the
movement.

There is no need to dwell further on the details of the draft. We will merely point out that,
if it is to be put into application, it must be possible for the bilateral treaties which have been
concluded, and any which may be concluded in the future, to enter into force. Obviously, the
advantages derived from it must not be rendered nugatory by other measures.

Further, if they are to be effective without the risk of injuring third States, the special
facilities granted to the cereals of exporting countries must apply only to part-and an exactly
defined part-of the imports of purchasing countries.

The special fund which it is proposed to establish should be allocated by a committee. The
charges would be divided equitably among the participating States in accordance with a specified
criterion. Any disputes would be settled by an adaptable and rapid system of arbitration. It is
laid down that States may free themselves by means of bilateral treaties from the obligation
to contribute. The method to be employed in these treaties may vary, and does already vary,
according to the special relations of the countries which have already concluded, or may in future
conclude, such agreements, due allowance being made for the rights of third States.

As the counterpart of the benefits they receive both in the monetary or financial sphere and
also in regard to cereals, the exporting States, desirous to contribute their share towards the
establishment of a liberal commercial policy and a moderate Customs policy, undertake to make
satisfactory concessions to the contributing countries, by means of bilateral agreements, in
so far as an equivalent has not already been granted in respect of the facilities accorded to them.
Such advantages must in no case affect the rights held by third States under the most-favoured-
nation clause and will apply to all the signatory States.

The realisation of this scheme will depend on whether a large number of European States,
and particularly the most important States, are prepared to take part in it, since all European
States are interested in the economic reconstruction of Central and Eastern Europe, on account
of their commercial and financial relations with the latter and also on account of the position
it holds in European life.

This action, which is to be applied to a problem of extreme urgency and which can now
be taken, thanks to the international effort of the last few years, is intended to go hand-in-hand
with monetary action. The proposals it embodies will have their full effect if on the financial
side the monetary and financial restoration of the countries concerned is successfully carried out
on sound and solid bases.

As regards the world aspect of the cereals problem, the Committee considers it very desirable
that the market should be so organised as to enable the chaotic condition of prices and selling
conditions to be remedied. It expresses a desire that the efforts to bring about this organisation
should be continued.

3. AGRICULTURAL PRODUCTS OTHER THAN CEREALS. LIVE-STOCK AND ANIMAL PRODUCTS. TIMBER.

The Committee realises that the effects of the catastrophic fall in prices are not confined to the
production of cereals; the fall has also reduced very considerably the revenue derived by several
countries of Central and Eastern Europe from the trade in other important agricultural products.

Desirous, however, of achieving a practical result and of avoiding the risk of trying to do
too much and thereby jeopardising the results of its efforts, the Committee, while hoping that
international measures may be taken as regards other products, has felt bound for the moment
to confine itself to cereals in order to give this experiment time to develop and prove its value.

At the same time, it feels that it cannot pass over in silence the primordial importance, from
the standpoint of certain Central and Eastern European countries, of the crisis in the live-stock
and timber trades. It desires, accordingly, to stress the necessity of continuing and expediting
the work undertaken by the League of Nations Economic Organisation in regard to veterinary
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questions. Indeed, if the conditions, other than those relating to Customs, under which the trade
in live-stock and animal products has been carried on in Europe could be improved, the result
would certainly be highly beneficial to the exporting countries.

Furthermore, the Conference expresses the hope that the efforts to bring about international
agreements relating to timber, which originated in the meetings organised by the League of Nations
Economic Committee, may succeed, through the collaboration of all the countries concerned, in
eliminating some at least of the dangers of uncontrolled competition.

4. TOBACCO.

The Committee cannot refrain from devoting some special remarks to the crisis in the tobacco
trade, in view of the absolutely decisive importance of the export of this product for the re-estab-
lishment of the national economic life of Greece and Bulgaria.

In this connection, the Committee is happy to refer to a report submitted to the Commission
of Enquiry for European Union by the Special Committee which met at Geneva in October I93I.

It notes that, since the publication of that report, the situation-already critical-of the
countries producing Oriental tobacco has become very much worse, owing to the marked decline
in sales and the heavy fall in prices. The value of their tobacco exports has dropped 50 per cent
compared with I930.

This has resulted in extremely serious difficulties for both these countries, in which tobacco
exports are of vital importance. For Bulgaria, they actually represent 35 to 40 per cent of the
total exports; for Greece, which produces 40 per cent of the Oriental tobaccos, they represent 55
to 60 per cent of a total export which does not cover half the imports. The deplorable consequences
of this situation are rendering even more acute the economic and financial crisis from which these
countries are suffering.

The discussions on this state of affairs led to the conviction that the Oriental tobacco question
has assumed a particularly urgent character, and that it would be extremely useful as a means of
assisting the countries affected by this crisis to apply the recommendations made by the Special
Committee appointed to study the extension of preference to agricultural products other than
cereals, in so far as those recommendations have not yet produced results.

5. NON-AGRICULTURAL PRODUCTS.

Lastly, there still remains the particularly important problem of Austria, whose exports are
not mainly agricultural and who has to cope with particularly serious marketing difficulties.
The need of alleviating these difficulties has been repeatedly recognised. Commercial negotiations
with Austria are proceeding with a view to improving the general situation of the country. They
will form the subject of subsequent communications to the Commission of Enquiry for European
Union, all the rights of third States naturally being reserved.

6. IMPROVEMENT OF THE TRANSPORT SYSTEM.

The Committee also devoted its attention to the improvement of the transport system in
Central and Eastern European countries, and their railway and waterrway relations with other
countries.

It expresses the hope that rapid progress may be achieved in this sphere, and accordingly
addresses an urgent appeal to the competent international bodies and to the Governments
concerned, directing their attention more particularly to the following points:

A. Transport by rail.

(I) Technical co-operation of the railway administrations of the States concerned;

(2) Unification of the nomenclature of tariffs and of the classification of goods forming
the subject of current exchanges in Central and Eastern European regions, in conjunction
with the work proceeding in this sphere on an international plane;

(3) Establishment of through tariffs from the station of departure to the station of
arrival, for an international journey across the territory of the States agreeing to grant one
another this facility.

B. Transport by zewater.

(I) Simplification of Customs formalities, more particularly by the reciprocal recog-
nition, for transit goods and vessels loaded exclusively with transit goods, of guarantees
(lead and other seals, etc.) which habitually rank as evidence of transit, and by the application
of the usual rules observed in this kind of traffic;

(2) Better utilisation of ports, more particularly by the abolition, if necessary, of
discrimination based on the flag flown;

(3) Co-operation of shipping companies with railway administrations, more particularly
with a view to establishing combined tariffs for transport by land and water.
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7. PUBLIC WORKS.

In addition to these facilities provided for existing transport, consideration should be given
to the means of rendering easier and less costly the transport of agricultural produce-for example,
by creating better installations in the ports of exportation, by organising the warehousing of
cereals, by constructing silos, and by developing transport facilities by the construction of country
roads and the organisation of shipping routes. A lowering of transport rates would mean a great
reduction in farmers' costs.

Studies in this domain have been already undertaken. The first Director of the International
Labour Office, M. Albert Thomas, made special efforts in the last year of his life to create a current
of activities and ideas in favour of a policy of national and international public works. He laid
stress on the moral and economic desirability of replacing unemployment relief by employment
in ordinary constructive undertakings.

It is to be hoped that the studies undertaken will be actively pursued and will shortly lead
to the submission of concrete proposals. The Committee has been informed of the programme
of international and national public works recommended by the Commission of Enquiry for
European Union, the Assembly and the Council of the League as being likely to reduce the number
of unemployed, attenuate the effects of the economic crisis and contribute towards a resumption
of activities beneficial to all workers. The utility of such a policy in a period of crisis cannot be
doubted. All the countries in which these works are carried out have a direct interest in them,
while the other countries derive an indirect benefit, not only in consequence of the substantial
improvements enjoyed by all users, but as a result of orders for plant and material, their reper-
cussion on purchasing power, and the demand for commodities.

Such works also present psychological and moral advantages by enlisting the interest of all
the countries of Europe in a joint co-operative undertaking.

Already a large number of plans prepared by Governments have been examined by the
competent Technical Sub-Committee of the League of Nations and of the International Labour
Office; the majority of these plans concern the agricultural countries of Central and Eastern
Europe.

The Committee expresses the hope that the League of Nations, the Commission of Enquiry
for European Union and the forthcoming World Economic Conference will adopt the decisions
and take the measures necessary for the realisation, as speedily as possible, of the plans for public
works answering to the needs outlined above, and particularly those which are in course of execu-
tion and run the risk of being interrupted for lack of capital.

8. INTERNATIONAL AGRICULTURAL CREDIT.

The Committee recalls the advantages which would accrue to the agricultural countries
from the application of the financial measures contemplated up to the present in the international
sphere, and particularly the organisation of international agricultural mortgage credits and
international short-term agricultural credits adapted to the special requirements of agriculture.
It recommends that the International Convention of 1931 on the establishment of an International
Agricultural Mortgage Credit Company should be put into force as quickly as possible, and that
the International Institute of Agriculture should pursue its efforts with a view to the creation
of an International Short-term Agricultural Credit Bank.

RECOMMENDATIONS.

To sum up, the Economic and Agricultural Committee recommends, all the rights of "third
countries " being reserved:

I.

(I) With a view to extending and improving the commercial relations of the countries of Central
and Eastern Europe, the establishment of a rational contractual policy by the negotiation and conclusion
of commercial agreements of a nature to permit of the normal development of the trade of the said
countries, both among themselves and between them and other European countries.

(2) The removal as rapidly as possible of the restrictions placed on dealings in foreign exchange.

(3) The progressive abolition of restrictions on trade, such as prohibitions, licences, indirect
protection, quotas. Pending the abolition of these restrictions:

(a) By autonomous measures, an increase in unduly restrictive quotas and the abolition
of unnecessary quotas,'

(b) By means of bilateral agreements, the adjustment and extension of the quotas in such
a way as to maintain or restore, in general, the normal movement of trade;

(c) Particularly in the case of the States of Central and Eastern Europe, the introduction
of greater elasticity in the methods of application, so as to attenuate to the greatest extent compatible
with international agreements the effects which the quota system may have on their economic
development.



23 

II.
(4) The conclusion on the model of the draft annexed to the present report, of an international

convention for the revalorisation of the cereals of Central and Eastern Europe.
(5) The application, particularly as regards tobacco, of the recommendations made by the

"Special Committee appointed to consider the extension of preference to agricultural products other
than cereals ".

(6) The prompt completion of the work undertaken by the Economic Organisation of the League
with regard to veterinary questions and the application of the recommendations made as a result of
this work.

(7) The co-operation of the States interested in concerted action, for the purpose of ensuring
a better organisation of the trade in cereals and timber.

III.

(8) The continuation of the commercial negotiations initiated, particularly by Austria, whose
exports are not of a chiefly agricultural character, and the communication of the results obtained
from these negotiations to the Commission of Enquiry for European Union.

(9) The improvement of the regime of transport by land and water, more particularly by the
technical co-operation of transport companies and the introduction of greater flexibility in the rules
governing transit.

(Io) The adoption of a programme of public works for improving economic conditions in Central
and Eastern Europe, and particularly the disposal of agricultural products.

(ii) The putting into force as quickly as possible of the International Convention of I93I
regarding the establishment of an International Agricultural Mortage Credit Company and the
continuance of the efforts of the International Institute of Agriculture with a view to the creation of
an International Short-term Agricultural Credit Bank.

DRAFT CONVENTION FOR THE REVALORISATION OF THE CEREALS
OF CENTRAL AND EASTERN EUROPE.

The draft provides for:

(I) The participation of all European countries 1 in the reconstruction of the countries
of Central and Eastern Europe;

(2) A financial contribution by them to the monetary and financial rehabilitation of
those countries and to the improvement of their agricultural conditions.

The undersigned States:

referring to the resolution of the Lausanne Conference regarding measures to revive the activity
of trade, both among the countries of Central and Eastern Europe themselves and between
them and other States, and to overcome the difficulties caused to the agricultural countries of
Central and Eastern Europe by the low price of cereals, it being understood that the rights of
"third countries " remain reserved;

Desirous of contributing to the economic reconstruction of the countries of Central and
Eastern Europe;

Considering that the very low price of cereals constitutes a fundamentally disturbing factor
in their trade balance:

Have agreed as follows:
Article I. - Those signatory countries which are exporters of wheat, barley for fodder, maize,

rye, barley for brewing, and oats shall receive facilities for their exports within the limit of an
aggregate tonnage equal to the average of those exports during the years I929, 1930 and 193I,
as follows:

Group I.
I6 million quintals of wheat,
I5 million quintals of barley for fodder,
I3.5 million quintals of maize.

Group II.
4 million quintals of rye,
3 million quintals of barley for brewing,
I million quintals of oats.

Article 2. - With a view to the application of Article I, an aggregate sum of 75 million
gold francs shall be taken annually from the proceeds of the general contribution of the adhering
States 2 for the formation of a general fund for the economic and financial reconstruction of Central
and Eastern Europe, and shall be used to promote the revalorisation of cereals. The share to
be contributed by each State shall be reduced in proportion to the effective operation of the
advantages that it has granted to selling countries under bilateral treaties for the importation
of the above-mentioned cereals. The sums to be deducted shall be calculated by multiplying,
in respect of each of these cereals, the amount of the effective advantages by the quantities
imported under the said treaties.

1 Or nearly all.
2 See on this point the relevant passage in the Financial Committee's report, page 15.
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Germany, for her part, will acquit herself of her contribution through such bilateral treaties
concluded, or to be concluded, with beneficiary States as it may have been possible to put into
force.

Article 3. - To ensure the execution of the foregoing provisions, a Committee shall be set
up composed of representatives of the countries acceding to the present Convention: one delegate
of each beneficiary country, one delegate of each cereal-buying country, and two representatives
of the non-importing European countries.

The Committee may co-opt two representatives of oversea countries in an advisory capacity.
The Committee shall have its headquarters at Basle, at the Bank for International Settlements,

subject to the consent of that body. The Committee may ask for the assistance of the technical
services of the League of Nations and the International Institute of Agriculture.

Its duties shall be:

(i) To determine, on the basis of the figures fixed in Article I, and taking into account
the results of the harvest in the beneficiary countries and the effective advantages obtained
by the selling countries in the bilateral agreements, the share of the aggregate sum fixed in
Article 2 to be allotted to each of those countries. When for all the beneficiary countries the
exportable surpluses of the said cereals are in a different proportion, as among the various
classes of product, from that represented by the tonnages fixed in Article I for the products
in the first group of cereals, the Committee may modify accordingly the distribution of the
aggregate quantities admitted to the benefit above defined.

The same system shall be applied to the second group of cereals mentioned in Article I
when the sums to be withdrawn from the fund in respect of the first group of cereals in
Article I amount to 2 gold francs per quintal for wheat and 1.50 for barley and maize.

(2) To grant to the beneficiary States at the opening of the agricultural season, so far
as the amount of the individual quotas and the operation of the special agreements in force
permit, advances on the sums payable to those States in respect of their cereal exports.

(3) To keep itself informed of the operation of the agreements concluded, or to be
concluded, with the agricultural States, in order to ascertain their real effect for the purposes
of Article 2.

(4) To keep itself informed of the use made by the agricultural States of the sums they
may have received.

The Committee shall draw up its own rules of procedure, which shall lay down the conditions
for the application of the Convention and determine the procedure by which the Committee
shall arrive at its decisions.

It shall determine unanimously the cases in which decisions are to be taken unanimously
and without appeal.

Article 4. - Disputes of every kind that may arise in the application of the foregoing articles
may be settled by the Committee itself, or, should this prove impossible, by an arbitrator or arbi-
trators to be appointed in each individual case by the Committee itself. A list of persons from whom
the arbitrators are to be selected shall be drawn up in advance. They shall belong to different
nationalities, and in each individual case the persons selected must belong to nationalities other
than those of the countries concerned in the dispute.

Article 5. In compensation for the advantages specified above, the beneficiary countries,
desiring to co-operate with the other countries in introducing a liberal commercial policy and a
moderate tariff policy, undertake, in recognition of the aid given them with a view to their economic
and financial recovery, to grant adequate concessions to the contributing countries by bilateral
agreements, so far as compensation has not already been given for the facilities accorded to them.

The above advantages shall in no case affect the rights derived by " third countries " from the
most-favoured-nation clause, and shall extend to all the signatory States.

Article 6. - The present Convention shall be ratified. The instruments of ratification shall
be deposited with the Secretary-General of the League of Nations. The Convention shall enter
into force on the fifteenth day after the deposit of the last instrument of ratification when it has
been ratified by . . . countries, including .....................

The present Convention shall not be binding upon each signatory until it has been possible
to put into force the bilateral treaties provided for in Article 2.

The signatory Powers undertake to adopt all necessary measures to enable the Convention
to be put into force as speedily as possible.

Article 7. - The present Convention shall remain in force until October 3Ist, I935.
Since, however, it is designed to meet an exceptional situation, it may be terminated before

that date by common consent, should it be agreed that world prices have reached a remunerative
level.

Should such a remunerative level not have been reached six months before the expiry of the
present Convention, the undersigned countries shall consult together as to the steps to be taken.
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D. ANNEXES.

I. CLOSING SPEECH OF THE CHAIRMAN OF THE CONFERENCE
(September 2oth, I932).

Gentlemen, you will find it natural that my first words should be a tribute of gratitude to
Italy, who has welcomed us so cordially.

The Conference unanimously begs Their Majesties the King and Queen of Italy and the
Prime Minister, Head of the Government, to accept its respectful thanks. It desires to associate
in this tribute the Deputy for Stresa and all the local authorities who have overwhelmed us all
with kind attentions.

Italy has offered us her traditional hospitality, which we have daily occasion to appreciate.
We shall never forget these sunny shores of Lake Maggiore, where the sunshine and the beauty
of the scenery bring men closer together and help them to arrive at an understanding.

We also owe our thanks to Italy for giving us, among all her excellent technicians, two
delegates of the highest authority, Ambassador de Michelis, who has been one of our surest
guides in our economic deliberations, and M. Bianchini, whose advice on financial questions
has been of the utmost value.

You will understand, gentlemen, my desire to address in your name a particular personal
tribute to those whose guests we have the honour to be. I will also make special mention of
the Rapporteurs of our two Committees, M. Schiiller and M. van Zeeland, whose very full and
lucid reports you will preserve as essential documents, and to the Chairman of the Financial
Committee, M. Bachmann, who has so ably directed its difficult discussions, as well as to M. Avenol,
M. Stoppani and M. de Bordes, who brought us the expert assistance of the technicians of the
League of Nations. I should like to thank M. de Michelis, Mr. Addison, M. Posse and M. Madgearu
for their kind congratulations. At the same time, I am bound to reply that, if the Stresa Conference
has led to some results, that is due to your persevering labours during this past fortnight. It
could hardly have been otherwise, since I see at the heads of all the delegations men who have
studied these difficult questions with the utmost care, for years past, at all the international
meetings at which they have been considered. Our discussions have, indeed, been strenuous,
but they have never ceased to be cordial. A spirit of comradeship has prevailed throughout
among us all, and I wish to say on this occasion that was the reason for our success.

Lastly, gentlemen, you will permit me to thank our Secretary-General, M. Stencek, who
has so admirably acquitted himself of his difficult duties, M. Baumont, and all their assistants,
secretaries and typists, who have worked unremittingly, often during the night, to ensure that
the documents necessary for your work should reach you in time.

* *

When, three months ago, the Lausanne Conference decided to set up our Committee for
the reconstruction of Central and Eastern Europe, it must be admitted that, at the outset, little
importance was attached to this step. Even a few weeks ago, when it was first announced that
our Conference was to meet at Stresa, the news was frowned upon in certain circles. The most
optimistic said that our meeting would be of no importance and lead to no results. Other less
indulgent critics went so far as to assert that our Conference here would present a spectacle of
insoluble discords and conflicts which had better not see the light of day.

But, as your work has progressed, and as the results of your discussions have been made known,
the general opinion has gradually altered. You may have seen in the articles published in the
Press the change that has taken place: a few days ago, one of the most important and authori-
tative newspapers in Europe wrote that "the Stresa Conference marked a very important stage
in the task of European reconstruction". To use the strong expression employed just now by
M. Posse, we have lived through an historic moment.

It must be admitted, gentlemen, that this pessimism which surrounded us when our work
began was amply justified by past experience. The failure of the various conferences to which I
referred in my opening speech remained in all your memories, and you said to yourselves with
every justification: " How can we succeed where so many eminent men have failed ? "

There are two fundamental reasons that explain our agreement. In the first place, we came
here as technical experts to deal with an important problem which we proposed to solve by
objectively applying to it all our mental capacities, and we all of us resolutely banished from our
minds all political combinations or views. The delegates of the agricultural countries, of whom
M. Madgearu was the eloquent spokesman, had already pointed the way by preparing an agreement
among those countries on solid foundations. We have thus worked as experts, and as experts
alone. And if we have been fortified in our resolution to preserve impartiality, it is because,
hearing the striking descriptions of European life given you by eye-witnesses, you have all been
convinced that there was not a moment to lose.

Let me now try, gentlemen, to extract the dominant ideas of the work to which you have
just given your approval.

First of all, you have asserted that, if any lasting recovery is to be brought about in Europe,
the problem as a whole must be resolutely attacked and a European plan drawn up. The Financial
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Committee of the League has itself recognised the inefficacy of isolated measures. It is not by
giving help at the eleventh hour to any one particular country that a lasting remedy can be found
for the troubles of Europe. Such a policy is as injurious to the borrower as to the lender. The
effect of the remedy soon passes off. A little while after it has been applied, the disease again
develops more severely than before.

That, gentlemen, is the whole novelty and the whole strength of our plan. I would beg
those few countries which have exhibited some hesitation in accepting all our views on certain
points to rally to us without delay.

If the work is to bear fruit, it must be universal. Every country must take its share if we are
to accomplish our heavy task with success. They will not only be thus upholding a generous and
lofty ideal; they will also be serving their own material interests, some because they will gradually
regain their credit, and others because the work will lead to the reopening of markets which were
closed against them to the great detriment of their trade and industry.

The second idea that emerges from your work is that of the deadly peril in which Europe
stands if it continues to multiply barriers, restrictions, prohibitions, and impediments of every
kind to the freedom of trade. Your feeling, gentlemen, on this point has been so unanimous, and
your conviction so profound, that, after mature reflection, you have almost exceeded your original
terms of reference, and have decided to set down in your report that it is not only the countries
of Central and Eastern Europe, but all the European countries, that must gradually, with the
necessary adjustments, return to a system of freedom of trade. The eyes of the peoples are at
last beginning to open to the way in which restrictions are being abused. They are realising that
restrictions only temporarily relieve their difficulties, and that this short-sighted policy is prolong-
ing the crisis, and is indisputably drawing Europe into difficulties that it will no longer be able to
overcome.

On the financial side, you have forcibly asserted certain fundamental truths.
There can be no sound finance without a rigorously balanced budget and a strict control

of commitments.
There can be no credit, and consequently no lasting recovery, unless each country can convince

all those to whom it has appealed in difficult times that it has spared no effort to fulfil its obli-
gations. And if, owing to special difficulties due to the present economic crisis, a debtor finds it
necessary to ask for an adjustment of his contractual obligations, he must enter into direct negotia-
tions in good time with his creditors, who are alone entitled to grant any relief that may prove
necessary.

But, while you have given essential advice, backed by all your authority, you have realised
perfectly well that that is not enough. You have provided for the formation of a fund for monetary
aid-a fund for European solidarity. With the agreement of the beneficiary countries, the Confe-
rence has decided that this monetary aid can be usefully given when internal reconstruction
is so far advanced that there is no danger that external aid will be given in vain.

We are bound to recognise, gentlemen, that the Stresa Conference is only one stage in the
work of European reconstruction. We have left it to the Commission for European Union to
define more specifically the conditions for the formation of the European "common fund ".
I could have wished that it had been more fully defined. I could have wished that we had decided
here and now upon the basis for the assessment of the contribution to be paid by each country.
This point will have to be settled by the Commission for European Union, and I think it will
have to be settled immediately, and will be one of the Commission's most important tasks.

Lastly, gentlemen, your deliberations are the best answer to all those who have maintained
that the Stresa Conference ought to have been postponed until after the World Conference.

That is not so. As some of you have said with eloquence, your position is such that you
cannot afford to wait months longer for urgent decisions. It will be to our merit that we have
framed schemes which can be put into effect at once. Such, for instance, is the Convention for the
revalorisation of cereals, which must be the essential factor in your recovery. It is clearly worded,
and can be put into force to-morrow if so desired.

It is true that, on other points, you have very wisely concluded that the final decision must
rest with the World Conference, and that your recommendations will gain in authority and force
by receiving a more general sanction. There again, however, you have pointed out the way, and
laid down the principles by which every future international conference must necessarily be
guided.

All your schemes are founded upon this great and fruitful idea of solidarity. If a small sacrifice
is freely made by all, considerable results can be secured. Think what a moral force such an
institution would be if at the same time Europe gradually ridded itself of the hindrances to its
trade !

Will this work of solidarity that has been outlined here become a living force? That depends
on you, my dear colleagues-it depends on us all. When we go home, shall we forget too quickly
the dramatic narratives that we have heard? Shall we realise that the egotistical measures that
we frequently adopt, in the belief that we are effectively defending our national interests, are
in reality precipitating the ruin of our countries? Shall we forget the atmosphere of understanding
that has prevailed at Stresa, and the task of conciliation and concord that has been accomplished
here?

I cannot believe it. I believe that, when you go home, you will all work to bring to fruition,
through the action of your Governments and Parliaments, the schemes we have framed here,
the execution of which is urgent. It is our duty to share in this great work. For my part, in the
name of the French delegation, I shall not fail.
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2. LIST OF DELEGATIONS.

President of the Conference: M. Georges BONNET, Deputy, former Minister (France).

Germany.
Delegates:

M. POSSE, Director at the Ministry of Public Economy.
M. BERGER, Assistant Director at the Finance Ministry.

Experts and Advisers:

M. SARNOW, Councillor, Finance Ministry.
M. WALTER, Councillor, Ministry of Agriculture.
M. WIEHL, Councillor of Legation, Ministry for Foreign Affairs.
M. NORDHOFF, of the Reichsbank.
Dr. VOIGT, of the Reichsbank.
M. VON SUSSKIND-SCHWENDI, Secretary of the Delegation.
Dr. SCHMIDT, Interpreter.

Austria.
Delegates:

M. SCHULLER, Director of Commercial Agreements.
M. BRUNEIS, Governor of the National Bank of Austria.

Experts:

M. BOLLER, Councillor at the Ministry of Commerce.
Dr. STRAUBINGER, Councillor at the Ministry of Agriculture.

Belgium.
Delegates:

M. VAN LANGENHOVE, Secretary-General of the Ministry for Foreign Affairs.
M. VAN ZEELAND, Director of the National Bank of Belgium.

Experts and Advisers:

M. SUETENS, Director of Commercial Agreements.
M. SMEERS, Under-Director at the Finance Ministry.

United Kingdom.
Delegates:

Mr. ADDISON, British Minister at Prague.
Mr. St. Quentin HILL, of the Board of Trade.

Experts and Advisers:

Mr. T. K. BEWLEY, Attached to the Delegation (financial questions).
Mr. P. SCRIVENER, Secretary of Embassy.

Bulgaria.
Delegates:

Professor Nicolas STOYANOFF, Director of the Public Debt.
Dr. Nicolas SAKAROFF, Governor of the Bulgarian Agricultural Bank.

France.
Delegates:

M. Georges BONNET, President of the Conference, Deputy, former Minister.
M. COULONDRE, Minister Plenipotentiary, Under-Director of Commercial Relations.

Experts and Advisers:

M. ELBEL, Director of Commercial Agreements at the Ministry of Commerce.
M. J. J. BIZOT, Deputy-Director of the General Movement of Funds at the Finance Ministr
M. Y. DE BOISANGER, Inspector of Finance.
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M. BILLET, Chief of Section at the Ministry of Agriculture.
M. ROUMILHAC, Financial Attache at Rome.
M. Maxime ROBERT, Inspector of Finance.
M. BOURDEILLETTE, French Consul.
M. P. CHARPENTIER, Secretary of Embassy.
M. H. ALPHAND, Inspector of Finance.
M. DRILLIEN, of the Ministry of Commerce.

Greece.
Delegates:

M. RAPHAEL, Permanent Delegate of the Greek Government accredited to the League of
Nations.

M. Styllanos GREGORIOU, Director of the Bank of Greece.

Hungary.
Delegates:

M. Jean TELESZKY, Former Minister of Finance.
Baron PRONAY, former Under-Secretary of State at the Ministry of Agriculture.

Experts:

M. J. J. FERENCZI, Under-Secretary of State at the Ministry of Commerce.
M. F. DE PECHY, Ministerial Councillor at the Ministry of Agriculture.
M. BARANYAY, Director of the National Bank of Hungary.
M. Zoltan BARANYAY, Councillor of Legation.

Italy.
Delegates:

M. DE MICHELIS, Ambassador, Senator.
M. BIANCHINI, Member of the Chamber of Deputies, President of the General Banking

Confederation.

Experts and Advisers:

Dr. Eugenio ANZILOTTI, Director-General at the Ministry of Corporations.
Professor Mario MARIANI, Director-General at the Ministry of Agriculture.
Professor Giuseppe DEL VECCHIO, Chief of Section at the Ministry of Finance.
Dr. Arturo COLOMBO, of the General Customs Directorate.
Dr. Manlio MASI, Director-General of the National Exports Institute.
Dr. Vittorio TERRAGNI, Press Attache.
Dr. Umberto GRAZZI, of the Ministry for Foreign Affairs, Secretary-General of the Italian

Delegation.

Netherlands.
Delegates:

M. J. W. Y. BRUINS, Royal Commissioner of the Netherlands Bank.
M. J. A. NEDERBRAGT, Director of Economic and Consular Affairs at the Department for

Foreign Affairs.

Poland.
Delegates 

M. Jozej TARGOWSKI, Senator and Minister Plenipotentiary.
M. Adam ROSE, Director of Department at the Ministry of Agriculture.

Experts and Advisers:

M. Mieczyslaw SOKOLOWSKI, Director of Department at the Ministry of Industry and
Commerce.

M. Antoni ROMAN, Economic Adviser to the Ministry for Foreign Affairs.
M. Jerzy NOWAK, Chief of Section at the Finance Ministry.
M. Jean PAWLICA, Secretary of the Delegation, Councillor at the Ministry for Foreign

Affairs.

Roumania.
Delegates:

M. TITULESCO, Former Minister for Foreign Affairs, Roumanian Minister in London.
M. MADGEARU, Minister of Commerce.

Deputy-Delegate:

M. Savel RADULESCO, Minister Plenipotentiary, Director of Economic Affairs at the Ministry
for Foreign Affairs.
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Experts and Advisers:

M. Emil MARIAN, Director of the National Exports Institute.
M. Eugene PORN, Commercial Adviser to the Roumanian Legation at Rome.
M. Theodore SOLACOLO, Secretary of the Roumanian Delegation.

Switzerland.
Delegates:

M. G. BACHMANN, Chairman of the Directorate of the Swiss National Bank, Zurich.
M. Walter STUCKI, Director of the Commercial Division of the Federal Department of Public

Economy at Berne.

Czechoslovakia.
Delegate:

M. FIERLINGER, Envoy Extraordinary and Minister Plenipotentiary of the Czechoslovak
Republic in Vienna.

Experts and Advisers:

M. FRIEDMANN, Minister Plenipotentiary, Chief of the Economic Section at the Ministry
for Foreign Affairs.

M. PAZDERKA, Minister Plenipotentiary, Chief of Section at the Ministry of Agriculture.
M. PEROUTKA, Former Minister, Chief of Section at the Ministry of Commerce.
M. ANTUSCH, Ministerial Councillor at the Ministry of Finance.
M. SKORKOWSKY, Councillor of Section at the Ministry for Foreign Affairs.
M. KRAL, of the National Bank of Czechoslovakia.

Yugoslavia.
Delegates:

Dr. Milan TODOROVIC, Professor at Belgrade University.
M. PILJA, Director at the Ministry of Commerce.
Dr. Velimir STOJKOVITCH, Director of Agrarian Policy at the Ministry of Agriculture.
M. PROTITCH, Director of the National Bank of Yugoslavia.

Latvia.
Observer:

M. J. FELDMANS, Minister Plenipotentiary, Permanent Delegate accredited to the League
of Nations.

Also represented:
League of Nations.

M. AVENOL, Deputy Secretary-General.
M. STOPPANI, Director of the Economic Relations Section.
M. DE BORDES, Member of the Financial Section.
M. HUSSLEIN, Member of the Economic Relations Section.

International Labour Office.

M. MAURETTE, Chief of Division.
M. VIPLE, Chief of Section.

International Institute of Agriculture.

M. BRIZI, Secretary-General.
M. PAWLOWSKY, Chief of Section.

General Secretariat of the Conference.

M. STENCEK, of the Secretariat of the League of Nations.
M. BAUMONT, of the Secretariat of the League of Nations.
M. P. VITA-FINZI, of the Italian Ministry for Foreign Affairs.
M. VON StUSSKIND-SCHWENDI, of the German Delegation.
M. P. CHARPENTIER, of the French Delegation.
M. H. ALPHAND, of the French Delegation.
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3. RESTRICTIONS ON DEALINGS IN FOREIGN EXCHANGE AND STATISTICAL

DATA FOR EACH OF THE FOLLOWING COUNTRIES: AUSTRIA, BULGARIA,

GREECE, HUNGARY, ROUMANIA, POLAND, CZECHOSLOVAKIA, YUGOSLAVIA.

i. Austria.

Although the collapse of the Credit-Anstalt occurred within her territory, Austria, owing
to the exceptionally strong position of the National Bank at the outset of the crisis, was not
obliged to restrict dealings in foreign exchange until the beginning of October I93I. At that
time, the cover in gold and foreign exchange amounted to 94 per cent of the circulation. However,
this rapidly diminished, and, on October gth, it was necessary to introduce fairly strict regulations
in regard to foreign exchange transactions. In view of the heavy deficit in the trade balance,
severe restrictions in the amount of foreign exchange granted for the payment of imports had
to be imposed from the outset. This amount became smaller and smaller, and, on June 23rd,
1932, a moratorium in regard to transfers was introduced, covering, in addition to the interest
on short-term credits, the service of all long-term loans.

A feature of the policy adopted in Austria, which is a commercial and industrial country,
is the considerable decentralisation of foreign exchange transactions, the National Bank exercising
general supervision. During the last few months, the system of private clearings, based on a
rate differing from the gold parity of the schilling, has been systematically developed. This
system has recently been more or less regularised. The depreciation of the schilling in these
private clearings at first amounted to 30 per cent, but has been reduced to I8 to 20 per cent
during the last few weeks.

STATISTICAL DATA.

A. Population at the end of 1930: 6.72 millions.

B. Budget figures (in millions of Swiss francs):

C1. - Closed accounts; E. = Estimates.

Receipts Expenditure Balance

1929 (Cl.) ...... .. ,467 ,452 + I5

I930 (C1.) ......... 1,479 1,670 -I9

1931 (C1,) ...... .. 1,466 1,700 234
I932 (E) ....... . 1,461 1,459 + 2

C. Foreign trade (in millions of Swiss francs; commodities only):
Total per

Total Imports Exports Balance head of the
population

(en francs)

I929 ....... 3,976 2,379 1,597 - 782

1930 ....... 3,38 1,970 ,348 - 622 494
1931 .... . 2,530 1,576 954 - 622 376
January-June I932 . 819 544 275 - 269

In I930-3I exports of cereals represented on an average approximatively o.I per cent of
the total exports.

D. External debts (in millions of Swiss francs):

I. External public debt (in foreign currency or gold):

Position at December 3Ist, I931 Service
Interest amortisation Total

Consolidated debt . . 1,162 I929 ... . 6I 49 IIo

Floating debt ... . 73 1930 ... . 70 40 IIO
1931 . . .. 8I 54 135

Total ...... 1,235 I932 . . . . 8I 53 134
Total per head of the

population .... . 184 Swiss francs

These figures refer to State debts only.
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Internal public debt (comparative figures):

Position at December 3Ist, I93I .i........ .. . . I68
Annual service: I929 ................. II

1931 ... ........... I6
I932 ................. 90 (estimate)

These figures refer to State debts only.

2. Other external debts:

Position in 1932 Service of these debts in I932:

Consolidated debt .. 530
Floating debt:

Of the Central Bank 658 80-85 million Swiss francs
Of other banks . . .

Other .... .

Total ...... I,I88 
Total per head of popu-

lation ....... i77 Swiss francs

E. Reserves of the Central Bank (in millions of Swiss francs):

At the end of each quarter Gold Foreign Total
reserve exchange

I93I. I . ........... 57 464 62I
II............. 157 257 414

III ............. 139 I47 286
IV ............. I39 93 232

1932. I............. 131 44 175
II ............. 109 31 140

2. Bulgaria.

Dealings in foreign exchange were regulated in Bulgaria from December I923 down to the
date of the stabilisation of the leva, which was carried out in December I928 with the help of the
I928 External Stabilisation Loan. Although restrictions on the importation of commodities
were abolished, it was not possible to re-establish complete freedom of trade in foreign exchange,
which continued to be subject to a certain measure of control by the National Bank.

On October I5th, 1931, it became necessary to reintroduce the regulation of foreign exchange
dealings based on an absolute monopoly by the National Bank.

At present, the Bank refuses to grant any foreign exchange for the importation of luxury
goods and, in the case of other commodities, foreign exchange is granted only up to 50 per cent
of the 1931 imports.

The National Bank has also ceased to grant foreign exchange for the settlement of private
internal short-term credits and commercial debts save in exceptional cases and up to io per cent. As
regards the public debt service-the only long-term external debt-transfer is made to the amount
of 50 per cent as recommended by the League and with the consent of the holders. The 50 per cent
not transferred will be paid in leva to a special fund opened at the National Bank under the control
of the Adviser attached to the Bank. A part of these payments has been utilised to wipe out the
deficits on previous State budgets.

STATISTICAL DATA.

A. Population at the end of I930: 5.94 millions.
At the end of 1931: 6.07 millions.

B. Budget figures (in millions of Swiss francs):

C1. = Closed accounts; E. - Estimates.

Receipts Expenditure Balance

I929-30 (C1.) ....... 242 253 - II

1930-3I (C1.) ....... 221 261 - 40
I931-32 (Cl.) ....... I96 230 - 34

These figures refer solely to the State. In 1928-29, the figures for I6 departments, 94 urban
communes and 2,434 rural communes were:

Receipts (total) .............. 73.6 (Cl.)
Expenditure (total) ............ 736 (C.)

On August 3Ist, I932, the Treasury deficit amounted to 118 million francs.

1 The debt of industrial, commercial and other undertakings or that corresponding to short-term mortgage bonds
is not known.



- 32 ---

C. Foreign trade (in millions of Swiss francs):
Total per

Total Imports Exports Balance head of
population
(in francs)

1929 ....... 547 308 239 - 69
I930 .. .... 398 I69 229 + 60 67
I93I .. . 393 I73 220 + 47 65
January-June I932 . 45 77 68 9

In I930 exports of cereals amounted to 15 per cent and in 1931 to 22 per cent of the total
exports.

D. External debts (in millions of Swiss francs):

i. External public debt.

Position at July 3Ist, I932 Service
Interest Amortisation Total

Consolidated debt . . 630 I929-30 . 22 2 24
Floating debt .... -. I930-3I . 29 2 31

I931-32 . . 27 3 30
Total .. .... 630

Total per head of the
population .1... . I03 Swiss francs.

These figures refer to State debts only. Loans contracted abroad under guarantee of the
State amount to 5I million Swiss francs.

Internal public debt (comparative figures).

Position at July 3Ist, 1932 (total debt) ............ 285
Annual service 1929-30 ...... . . ..... . I8

I93I-32....... ......... 20

These figures refer to State debts only. The loans contracted in the country under guarantee
of the State amount to 7I million Swiss francs and the other debts of the departments,
communes, etc., to 65 millions Swiss francs. The amount of pensions to war invalids, appropria-
tions-in-aid for the Pensions Fund for retired officials, etc., which are not included in the above
figures relating to the yearly internal public debt, amounted to 24 million francs for each of the
two given years.

2. Other external debts.

Position in September I932 Service of these debts

Consolidated debt ..... 5I

Floating debt: Figures not available.
Of the Central Bank . 41
Of other banks ..
Other . . 302

Total ....... 85

Total per head of the popu-
lation . ........ 4 Swiss francs.

E. Reserves of the Central Bank (in millions of Swiss francs):

At the end of each quarter Gold reserve Foreign exchange Total

1931. I .......... 54 20.8 74.8
II.......... 54.2 20.8 75

III.......... 56.5 22.2 78.7
IV. ......... 56.6 32 88.6

1932. I ... ....... 56 3 6 62
II ..... 56.I 6.5 62.6

1 Blocked debt.
2 Blocked debt; this figure represents only the declared debt (the amount of other debts is not known).
3 Including 4 blocked.
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3. Greece.

At first, Greece followed the same system as the other countries. On September 28th, I93I,
restrictions on dealings in foreign exchange were introduced, which from the outset made it
necessary for the Bank of Greece to limit the amount of foreign exchange assigned to the payment
of imported goods. More and more drastic restrictions were subsequently required, and in the
end foreign exchange was granted solely for the purchase of the cereals and produce necessary
for the food supply of the population.

On April 23rd, I932, this system was changed in various essential points. The gold standard
was abandoned, and the importation of goods other than cereals, animal products and foodstuffs
was severely restricted. The obligation to hand over to the Bank of Greece the foreign exchange
derived from exports continued to hold good. It was further stipulated that from Io to 20 per cent
of the foreign exchange derived from the export of certain products should be handed over to
the Bank of Greece at the former parity of the drachma (98 drachmae = dollar).

The foreign exchange handed over to the Bank of Greece is used to cover the whole, or almost
the whole, of the limited import requirements. As regards financial payments, a distinction
must be made between private debts and public debts. On private short-term commercial
debts the interest is paid in full; repayment is, however, made gradually by means of'foreign
exchange granted every six months to the extent of not less than io per cent of the total debt.
The service of private long-term debts is met in full.

As regards State debts, which constitute much the most important part of the country's
external debt, the service has been temporarily suspended, both in foreign exchange and in national
currency. As already stated, negotiations are in progress for the purpose of ensuring partial
payment of the public debt service.

The value of the drachma has fallen to about I5o drachmae to the dollar. It should be noted
that in August a law was promulgated under which all obligations contracted in foreign currencies
within the country are required to be converted into drachmae at the rate of Ioo drachmae to
the dollar. Debts owing to foreigners not resident in Greece are exempted from this obligatiory
conversion.

STATISTICAL DATA.

A. Population at end of 1930: 6.39 millions.

B. Budget figures (in millions of Swiss francs).
Cl. - Closed accounts; E. = Estimates.

Receipts Expenditure Balance

I929-30 (Cl.) ...... 727 676 + 5
I930-3I (Cl.) . . .... 692 688 + 4
I931-32 (E) ....... 683 682 + 1

C. Foreign trade (in millions of Swiss francs; merchandise only).
Total per head

Total Imports Exports Balance of the population
(in francs)

I929 . . 1,356 892 464 428
1930 · · I,099 7o1 389 321 158
193I . . 829 544 285 - 309 130
January-
June 1932 292 212 80 132

D. External debts (in millions of Swiss francs):

I. External public debt:
Position at December 31st, I932 Service

Interest Amortisation Total

Consolidated debt .. 2,153 I929-30. - 17
Floating debt .... 45 2 I930-3I . - 90 31 121

I931-32. . 91 36 127
Total...... 2,I98

Total per head of the po-
pulation ..... 344 Swiss francs.

Note. - These figures refer to State debts only.

Internal public debt (comparative figures):

Position at December 3Ist, 1932 ... ...... . .. 685
Annual service I929-30 .................... 95
Annual service I931-32 ................... I07

1 The closed accounts for I931-32 show a deficit of i6 million Swiss francs; this deficit is covered by the surpluses
from previous years.

2 At March 3Ist, I930, the floating debt amounted to 85 million francs.
. ~ ...
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2. Other external debts.

Position in I932 Service of these debts

Consolidated debt . . 94
Floating debt:

Of the Central Bank 1 26
Of other Banks . . Figures not available
Other ...... 

Total . . 220

Total per head of the
population . . .. 34 Swiss francs

E. Reserves of the Central Bank (in millions of Swiss francs).

At the end of each quarter Gold reserve Foreign exchange Total

I931. I......... 34 152 I86
II . ....... 33 132 i65

III ......... 33 125 158
IV ......... 58 70 128

I932. I......... 48 I5 63
II ......... . 47

4. Hungary.

Restrictions on dealings in foreign exchange were first introduced in July I93I. Under the
Hungarian system, dealings in foreign exchange are entrusted almost exclusively to the National
Bank and are effected on a gold parity basis.

From the outset, it appeared to be necessary severely to restrict the amount of foreign exchange
assigned to the payment of imports. However, the progressive decline in the National Bank's
cover led, on December 23rd, 1931, to the proclamation of a moratorium in regard to transfers,
comprising the interest on short-term external debts and the service of long-term loans, including
Treasury Bonds but excluding the 1924 Reconstruction Loan (League of Nations Loan). There
is some doubt, however, as to whether it will be possible to maintain this exception, and, during
the last few months, it has been necessary to have recourse to the reserve fund. Up to the present,
a sum of 53 million Swiss francs has been paid into the fund opened with the National Bank.

In addition to this general fund, a special fund has been opened with the National Bank
for the non transferable interest on short-term bank credits. Since, for the moment, it is possible
for foreign bankers to cover themselves to a large extent out of the assets of Hungaria nbanks in
their countries, payments into this fund amount to only 3.5 million Swiss francs, of which approxi-
mately one-third has been withdrawn by arrangement between the creditor and debtor banks.

STATISTICAL DATA.

A. Population at end of I930: 8.68 millions.
at end of 193I: 8.73 millions.

B. Budget figures (in millions of Swiss francs).

C1. = closed account

Receipts Expenditure Balance

1928-29 (C1.) ....... . 1,483 1,496 - 13
I929-30 (C1.) . ...... 1,316 1,391 - 75
I930-3I 2 ......... 1,143 ,306 - 163
193I-32 2 .1. ........ ... I,I23 1,237 -114

C. Foreign trade (in millions of Swiss francs).
Total per head

Total Imports Exports Balance of the population
(in francs)

I929 ....... 1,9II 968 945 - 23
1930 ....... 1 ,576 748 828 + 80 I8i
1931 ... o.. .. I,OI6 500 516 + I6 II6
January-June 1932 . 292 154 138 - 16

Exports of cereals represented as a percentage of the total exports:

In 1930 ... 21%
In 193 ................... 5%

1 Figures not available.
2 Final results in the case of the administrations and provisional results in the case of undertakings.
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D. External debts (in millions of Swiss francs).

i. External public debt (including the debt of corporations, etc.).

Position at June 3oth, 1931. Service Total
Interest Amortisation

Consolidated debt .... 1,647 I929 . . 67 35 I02
Floating debt ...... 302 1930 · · 79 36 I5

I931 · · 72 34 II6
Total ...... 1,949

Total per head of the
population ... ... 223 Swiss francs.

Internal public debt (of the State alone; comparative figure):

Position at June 30th, I932 ......... 204
Annual service: I929-30 . . . . . . . . . 13

I931 . . . . . . . . . . . 6

2. Other external debts.

Position at August 3Ist, 193I Service
Interest Amortisation Total

Consolidated debt . . . 719 I929 . . 69 6 75
Floating debt: 1930 · · 76 64 I40

Of the Central Bank .. . 3I I931 . . I08 24 I32
Of other banks ..... 639 
Other ......... 336

Total ...... 1,825

Total per head of the
population . . 209 Swiss francs.

E. Reserves of the Central Bank (in millions of Swiss francs).

At the end of each quarter Gold reserve Foreign exchange Total

I93I. I.......... 115 23 138
II .... ..... 102 9 III

III .... . .... 95 6 IOI
IV.......... 93 I5 o08

I932. I.......... 91 II 102
II.......... 87 IO 97

5. Poland.

Poland has not imposed any restrictions on dealings in foreign exchange.

STATISTICAL DATA.

A. Population at end of I930: 32.I5 millions.
at end of 1931: 32.56 millions.

B. Budget figures (in millions of Swiss francs).

C1. - Closed account

Receipts Expenditure Balance

1929-30 (Cl.) ......... 1,757 1,736 + 21
I930-3I (C1.) ......... 1,594 1,630 - 36
1931-32 (Cl.) ......... 1,312 1,430 - II8

These figures refer to the State budget only.

1 August 31st, I932.
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C. Foreign trade (in millions of Swiss francs; merchandise only).
Total per

Total Imports Exports Balance head of the
population
(in francs)

1929 ....... 3,440 I,8o8 1,632 - 176

1930 . ... 2,714 1,303 1,4II + I8 84
193 ........ 1,938 848 1,090 + 242 60

January.-June 1932. . 564 25I 313 - 62

In 1931, exports of cereals represented 5 per cent of the total exports.

D. External debts (in millions of Swiss francs).

I. External public debt:
Position at June 15th, 1932 Service (state debt only)

Interest amortisation Total

Consolidated debt . ... . 2,797 1
Floating debt . . . . I929-30 . 58 55 113

I930-3I . 89 56 145
Total ........ 2,797 I931-32 . I00 52 152

Total per head of the
population ...... . 87 Swiss francs.

Internal public debt (comparative figures):

Position at June I5st, I932 (State debts only) ......... 250
Service: I929-30 . ...... . ............... 33
Service: 1931-32 . . . . . . . . . ... . . . . . . . . ... 3I

2. Other debts.
Position at December 3Ist, I93I Service of these debts

Consolidated debt ... . 178 Figures not available
Floating debt:

Of the Central Bank . . 2002
Of other banks . . . .
Other ........ . 1,282 3

Total ...... 1,660
Total per head of the

population ...... . 52 Swiss francs.

E. Reserves of the Central Bank (in millions of Swiss francs).

At the end of each quarter Gold reserve Foreign exchange Total

I93I. I.......... 327 221 547
II . ......... 329 203 532

III .......... 330 I45 475
IV.......... .350 I24 474

1932. I.......... 333 III 444
II ....... .. 281 27 308 4

6. Roumania.

There was no official control of foreign exchange transactions in Roumania until February 27 th,
I932. By a law of that date it was decided that payments to countries possessing regulations
which prevent in law or in fact payments to Roumanian creditors in foreign exchange could
only be validly made in lei, and solely by the clearing office set up at the National Bank.

These measures came into force on March 7th, 1932, as regards relations with Hungary
and Austria, and on July 20oth with Czechoslovakia.

The clearing agreement with Austria, which came into operation on July I5th, abolished
these measures as regards transactions with that country.

On May I7th, 1932, a general regulation of dealings in foreign exchange was introduced,
it being provided that all sales or purchases should be made exclusively through the National
Bank.

It appeared to be necessary to restrict the amount of foreign exchange assigned to the
payment of imported goods. As regards the repayment of short-term credits, the National Bank
endeavours, as a general rule, to meet reasonable requests in full.

The Corporation debts included in this figure (I25.5 million francs) refer to December 3Ist, 193I.
2 At March 31st, I932.
3 This sum includes credits of an industrial nature granted by trusts for an amount of I,I43 million Swiss francs.
4 On August 3Ist, the total gold reserve and foreign exchange amounted to 304 million Swiss francs.
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The full amount of foreign exchange is granted for the payment of interest on short-term
debts and the service of long-term debts.

STATISTICAL DATA.

A. Population at end of I930: I8.03 millions.

B. Budget figures (in millions of Swiss francs).

Receipts Commitments Balance
obtained

I929 ............ 1,291 1,154 + 47

I930.1 ............ ,070 I,I42 - 72
I93I ............ 959 I,I53 - 197

C. Foreign trade (in millions of Swiss francs; merchandise only).
Total per head

Total Imports Exports Balance of the population
(in francs)

I929 ........ .,808 9II 897 - 14
1930 ........ 1,598 714 884 +I70 89
I93I ........ 1,176 492 684 +I92 65
January-June 1932 . 40I I69 232 + 63

In I93i, exports of cereals represented 39 per cent of the total exports.

D. External debts (in millions of Swiss francs).

I. External public debt (of the State only):

Position at January ist, I932 Service
Interest Amortisation Total

Consolidated debt . . 4,705 1930 · · IOI 64 165
Floating debt J I93I . . 105 67 I72

I932 .. . . I94
Total ...... 4,705

Total per head of the
population. .... 261 Swiss francs.

Internal public debt (comparative figures):

Position at December 3Ist, 1930 ............... 5 515
Annual service: I929 .................... 69

I931.. .................. 26

2. Other external debts.

Position in 1932 Service in I931
Interest Amortisation Total

Consolidated debt . . .. I5I
Floating debt: 23 8 3 I

Of the Central Bank .. 70 2
Of other banks ..... 123 3
Other . ... .. . 2I7 4

Total ....... 56I
Total per head of the

population ....... 31 Swiss francs.

E. Reserves of the Central Bank (in millions of Swiss francs).

At the end of each quarter Gold reserve Foreign exchange Total

I931 I. .......... 271 39 3IO
II.......... 274 52 326

III.......... 277 48 325
IV.......... 300 9 309

I932. I.......... 293 io 303
II.......... 292 3 295

1 The surplus of 47 million Swiss francs for 1929 appears to have been absorbed by expenditure not entered.
2 Temporary advances repayable in the course of the year.
3 Including 70 million francs of blocked debt.
4 Including 60 million francs of blocked debt.
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7. Czechoslovakia.

The regulation of dealings in foreign exchange was introduced on October 2nd, I93I.
The National Bank does not possess a monopoly of the sale and purchase of foreign exchange,

these transactions being effected to a large extent by the banks and firms authorised by the
Minister of Finance. With the exception of single transactions not exceeding a certain limit,
the special authorisation of the National Bank is required in each case.

The effect on the National Bank's stock of foreign exchange of the restrictive measures
imposed in the countries of greatest importance for Czechoslovakia's foreign trade led the
Government to introduce, in January 1932, direct control over the importation of certain
commodities. A special commission was set up at the Ministry of Finance to authorise the
importation of goods in each case, in so far as the National Bank is in a position to supply foreign
exchange. No goods to which these regulations apply may enter the country without this
authorisation, but for all goods entering Czechoslovakia the National Bank is obliged to supply
the foreign exchange necessary for payment.

The National Bank grants foreign exchange for the service of short-term and long-term
debts and the due repayment of short-term and long-term loans without any restriction. Special
regulations apply to certain countries, such as Austria, Hungary, Yugoslavia, Bulgaria, Roumania
and Greece. In relations with those countries the debts in question are paid, not in foreign
exchange, but by means of various kinds of clearings or blocked accounts.

STATISTICAL DATA.

A. Population at end of I930: I4.74 millions.

B. Budget figures (in millions of Swiss francs).

C1. = closed account; E. =estimates.

Receipts Expenditure Balance

1929 (C1) ......... 1,604 1,577 + 27
I930 (C1) ....... . 1,483 1,524 - 41
1931 (E).......... 1,514 1,53 + 

1932 (E).......... 1,434 1,433 + I

These figures refer to the State budget only.

C. Foreign trade (in millions of Swiss francs; merchandise only).
Total per head

Total Imports Exports Balance of the population
(in francs)

1929........ 6,224 3,073 3,I5I + 78
I930........ 5,I00 2,412 2,688 + 276 346
I93I ...... 3,82 1,804 2,0I7 + 213 259

January-June I932 . 1,176 606 570 36

In I929 to 193I, exports of cereals represented I per cent of the total exports.

D. External debts (in millions of Swiss francs).

I. External public debt.

Position in summer of I932 Service
Interest Amortisation Total

Consolidated debt . . 1,457 I929 . . · 41 Io 5
Floating debt . . . - 1930 . . 70 I6 86

193 . . . 6I 9 70
Total...... 1,457 1932 · · · 43 I9 52

Total per head of the
population .... . 99 Swiss francs.

Internal public debt (of the State only; comparative figures).

Position at December 3Ist, 1931 .................. 4,357
Service: I929 ................... .. 323

193 . . ................ .. . 274
I932 . . . . . . . . . . . . . . . . . . . 280

1 Including 72 for the corporations.
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2. Other external debts.

Position at end of I930 Debt service

Consolidated debt . . .. 230
Floating debt: No estimate available.

Of the Central Bank . .
Of other banks ..... 200
Other ....... . 150

Total ......... 580

Total per head of the
population ...... . 39 Swiss francs.

E. Reserves of the Central Bank (in millions of Swiss francs).

At the end of each quarter Gold reserve Foreign exchange Total

I93I. .......... 237 339 576
II.......... 237 295 532

III.......... 233 181 4I4
IV.......... 253 163 4I6

I932. I.......... 252 120 372
II.......... 252 60 412

8. Yougoslavia.

Up to the date of the legal stabilisation-i.e., June 28th, I931-dealings in foreign exchange
were always subject to control in Yugoslavia. These restrictions were then abolished, but shortly
afterwards, on October 7th, I93I, the Government was again obliged to have recourse to a system
of restrictions. Dealings in foreign exchange are concentrated in the hands of the National Bank
and the private banks authorised to undertake these transactions. The amount of foreign exchange
assigned to the payment of imports is limited. Moreover, the obligation to hand over to the
National Bank foreign exchange derived from exports covers only 80 per cent of this exchange,
the exporters being allowed to keep 20 per cent.

Foreign exchange derived from other sources must be handed over in its entirely.
As regards short- and long-term debts, the National Bank at present grants foreign exchange

to the State to cover the whole of its requirements and to individuals as far as it is able to do so.
However, foreign bank credits have almost all been repaid. In the case of certain short-term
debts of the State or towns, arrangements have been made to extend the date of maturity.

STATISTICAL DATA.

A. Population at end of I930: 13.88 millions.
March 1931: I3.93 millions.

B. Budget figures (in millions of Swiss francs).

C1. = closed account; E. = estimates.

Receipts Expenditure Balance

I929-30 (Cl) ........ 1,222
I930-3I (Cl) .. ..... 1,132
I931-32 (E) ........ 915

C. Foreign trade (in millions of Swiss francs; merchandise only).
Total per

Total Imports Exports Balance head of the
population
(in francs)

I929 ........ 1,415 695 720 + 25
I930........ 1,249 623 617 - I5 90
1931. . .... 870 435 435 - 62
January-June I932 . 254 124 130 + 6

In I931, exports of cereals represented 15 per cent of the total exports.
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D. External debts (in millions of Swiss francs).

I. External public debt:

Position at July ISt, 1932 Annual service
Interest Amortisation Total

Consolidated debt . 2,979 I932-33. · · 67 49 II6.I
Floating debt. ..... I50

Total ...... 3,I29

Total per head of the
population . . .. 225 Swiss francs

These figures refer to the State debt only.

Internal public debt (comparative figures):

Position at July Ist, I932 (State debt) .............. 564
Annual service in I932-33 .......... 27.5

2. Other external debts:

Position at July ist, 1932

Consolidated debt .. ?
Floating debt of certain

institutions . . . I40

E. Reserves of the Central Bank (in millions of Swiss francs):

At the end of each quarter Gold reserve Foreign exchange Total

I93I. . . . . . . . . . . 99
II.......... 145 69 24

III.......... 151 40 I9I
IV.......... I60 3I I9I

1(9321'... I. 161 8 179
II. ......... 161 20 181

1 Debts of the Monopolies Administration, of the town of Belgrade, of the State Mortgage Bank, and of the National

Bank. The other short-term debts are not known.


