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THE FIRST THREE YEARS OF GERMAN REPARATION.!

INTRODUCTION.

The history of the first three years of repara-
tion is an account of a gradual evolution of
ideas, largely in responsc to economic con-
ditions. At the outset, beginning with the
armistice, through the British general clection
and the discussions of Versailles, the main
consideration was, How much ought Germany
to pay? Thus, in the treaty Germany was
declared responsible for all the loss and damage
caused by the war. KEconomic conditions,
however, showed Germany’s incapacity to pay
this huge amount; hence a reduction in the
demands, by delimitation in the peace treaty
of the claims to he laid against her for satis-
faction. It was decided she should pay only
the amount of damages to persons.and property.
The determination of the cxact amount of
Germany’s reparation liabilities was postponed
under the terms of the treaty in order fo
permit of more cxact computation of the
damages suflered than was possible at that
stage.

During the second period—from the peace
treaty to the second London ultimatum-—-the
Reparation Commission had the power in
fixing her liability to consider in greater detail
Germany’s paying potentialitics. The amount
was finally fixed at 132 billions of gold marks—
a figure which obviously would have becn un-
acceptable at the Peace Conference.

For some time after that reparation remains,
on the surface, a scttled question. Then,
owing to accumulating evidence of not far
distant default, begins the third series of con-
ferences and parleys, lasting up to the most
recent of all. These negotiations have been
characterized by concessions, one after the
other, to the economic facts of the situation.
In Great Britain the trade depression and the
recognition of the effect of Germany’s A]iay-
ments upon the export trade of the Allies
have tended to lay peculiar emphasis on these
factors. France, however, has still to receive
any considerable portion of what she has
already expended on the restoration of her
devastated arcas. Germany’s prospects are
critical.

It has been estimated that the war cost, in
pure material expenditure, some 84 billions

! Thigis the first of a series of four articles prepared by Mr. W. I, Crick,
of the Division of Analysis and Rescarch. This series is intended to
bring together in connected form such facts as are necessary to a clear
understanding of the reparation situation as it presents iiself to-day.
The present article deals with those terms of the treaty of Versailles
which concern the reparation problem. The second article will relate
the history of the subsequent negotiations asfar as the fixing of Germany’s
liability in April, 1921." A third article will bring up to date the subse-
quent modifications of the reparation demands; while the fourth will
diseuss the fulfillment of the demands made at various stages in the
negotiations, including the payments to date.

of dollars,® in terms of 1913 prices. Ot the 132
billions of gold marks which Germany was
called upon to pay for damage to persons and
property, France, on account of her enermous
losses through devastation, was to receive 52
per cent and Great Britain 22 per cent. So
far Germany bhas paid in cash and kind a net
amount of about 7 billions of gold marks,
to be divided hetween the Allies, and in the
meantime the French Government has ex-
pended nearly 50 billions of francs (paper) on
the restoration of the devastated arcas, the
work being still far from completion.

[t has now become apparent that reparation
is not a problem to be treated as a disconnected
unit for politico-ecconomic negotiations. A
third important development since the armi-
stice has been the growth abroad of the idea .
of the inseparability of reparation from inter-
national debts, of international payments from
internal industrial prosperity, of internal pros-
perity from the location of political bound-
aries. No distinet point of time can be named
from which these developments date. They
are psychological, and have evolved themselves,
gradually assuming their due proportion, be-
coming observable little by little.

The problem has now reached the stage

-where this development is easily perceptible.

For this Iilurpose no more than a plain state-
ment of historical fact is necessary.  The
purpose here is to present a brief account of the
chicf events in the history of the reparation
problem, without partisan criticism or the
elaboration of any particular thesis as the
foundation for any proposed remedy for the ills
of the present situation.

As a preliminary guide to the more detailed
survey which appears in the subsequent
articles, the following tablé presents a con-
densed chronological statement of the out-
standing dates and events of which mention
will be made:

CHIEF DaTES AND EvENTS IN THE FIrRsT THREE YrARS
oF GErRMAN REPARATION.

Nov. 11,1918.._Armistice concluded. Germany fomake
‘‘reparation for damage dome.”’
June 28,1919...Treaty of Versailles signed. Germany

to pay for damages to persons and
property. -

Apr. 19-26,1920. . .Conference of San Remo. Ar. Lloyd
George suggests meeting with German
representatives.

May 14-16,1920. . .Conference of Lympne. I'ranco-British
commission of experts set up to con-
sider methods of payment.

"t Estimate of Mr. Harvey E. ¥isk, “ French Public Finance.”
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June 19-22,1920. . . Liympne-Boulogne conversations. In-
ternational loan for Germany
suggested.

-Brussels Conference. TFrance to receive
52 per cent of German payments,
Dritain 22 per cent.

.8pa Conference. German delegates pres-
ent. Percentages confirmed. Coal
demands reduced.

July 2-4,1920..

July 5-16,1920..

Dec.16-22,1920. . . Brussels Conference of allied and Ger-
man experts. Suggestion made that
Allies be given a first charge on Ger-
man customs receipts.

-Tirst Paris Conference. Forty-two an-
nuities and 12 per cent levy on ¢x-
portsagreed on. ‘‘Sanctions” formu-
lated.

Mar. 1-7,1921 . .. . First London Conference.  German con-
ditional counterproposal to pay 3
billions of gold marks rejected. Ma-
terials and labor for reconstruction
offered. Ultimatum delivered.

Apr. 24,1921..... German proposal to TUnited States
Government, conditional on loan.
Offer to take over part of allied debt
to United States. United States
Government refuses transmission of
proposal to Allies.

Apr. 27,1921..... Decision of Reparation Commission an-
nounced. Germany to pay 132 bil-
lions of gold marks and Belgian debt
1o Allies, in annuities of 2 billions
plus 26 per cent on exports. Guar-
antees committee set up.

Apr. 29,1928, .. Second I.ondon Conference assembled.

Jan. 24-30, 1921..

May 5,1921...... Second ultimatum to Germany. Qccu-
v pation of Ruhr threatened.
May 11,1921, ... TUnconditional acceptance of decision
by Germany.
Qct. 6,1921...... Loucheur-Rathenau agreement signed

at Wiesbaden, arranging for divect
supply of restoration materials to
France.

Oct. 20,1921.....Reparation Commission approves the
agreement in principle.

July 20,1922, ...Amended agrcement comes into opera-
tion.

Jan. 8,1922...... Cannes Confelzence assembled. Pro-

gram for 1922 agreed on. January
and February payments reduced.

Mar. 21,1922..... Reparation Commission announces de-
tails of conditional partial moratorium
for 1922720 millions in cash, 1,450
millions in kind to be paid for the
year.

May 24,1922 ... Committee of experts meets to consider
loan to Germany. Finds loan impos-
sible under present schedule of pay-
ments.

July 12,1922. ... Germany presents formal request for
2%-years’ moratorium.

Aug.7-14,1922...Third London Conference. France re-
fuses to grant moratorium without
further guarantees. .

Aug. 31,1922..... Reparation Commission grants six-
months’ moratorium, payment to be
in treasury bills, guaranteed in man-
ner satisfactory to Belgian Govern-
ment.

For the sake of brevity, no account is given
in the following discussion of the negotiations

which went on at Versailles regarding the
reparation sections of the treaty. These, while
of great value as showing the existence in em-
bryo of policies which later became clearly de-
fined, are primarily diplomatic rather than
economnc.

I. THE TREATY OF VERSAILLES.

While the present article can not claim to be
a complete digest of the treaty provisions, cer-
tain clauses of minor importance having been
omitted, it is believed to contain all the vital .
provisions directly related to the subject of
reparation. The précis form has been thought
preferable to the annotated text, both from
considerations of space and from a desire to
reduce the diplomatic terminology necessarily
employed to a rendering to which the general
reader is more accustomed. For purposes of
verification the reader is referred to the foot-
notes to which in all cases the references are
relegated.

For the sake of simplicity and order the pres-
ent chapter is divided into four sections, into
which the various provisions of the treaty have
been sorted. These are as follows:

A. General principles and provisions.

B. The Reparation Commission: Its powers and
duties.

C. What Germany is to pay.

D. How Germany is to pay.

A. GENERAL PRINCIPLES AND PROVISIONS.

The opcning provision of the part® of the
treaty devoted to reparation was inserted evi-
dently to placate those who.insisted upon the
moral right of all the allied belligerents to
claim payment of the whole cost of the war
from Germany. In it the Allies affirmed, and
Germany accepted, full responsibility for all the
loss and damage suffered by the Allies. The
following article, however, reverting to in-
escapable facts, recognized that the resources
of Germany are not adequate to make com-
plete reparation. Hence, as a compromise,
Germany undertook to make reparation for all
“damage done to the civilian population
* * % and their property * * *
land, sea, and from the air,” and for damages,
defined in detail below, such as pensions, al-
lowances, etc.? In addition, Germany was to
make special provision, by an issue of bearer
bonds to the ﬁeparation ommission, payable
May 1, 1926, for the reimbursement of Bel-
gium for all sums borrowed from the Allies up
to November 11, 1918, plus interest at 5 per
cent. Furthermore, Germany was to make

1 Part VIIIL.
2 Annex 1. .
3 Or, at Germany’s oplion, on any previous May 1
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restitution of cash, animals, securities, and
property seized, which could be identificd, and
which in no case was to be credited to her as
payment of a part of her reparation liabilities.
Certain property, chiefly works of art and
historical valuables, was specifically cited for
restitution.t As an addition to actual repara-
tion, Germany was also to pay the salaries and
expenses of the instruments set up to exact
reparation, namely, the Reparation Commission
and its staff and the Army of Gccupation.
In order to carry out these obligations, Ger-
many submitted to the direct application of
her economic resources to the physical restora-
tion of the invaded areas, the values of any
goods supplied and services rendered being, of
course, credited to her reparation account.
She undertook, morcover, to “pass, issue, and
maintain in foree any legislation, orders, and
decrees that might be necessary to give com-
plete effect to” the reparation provisions of
the treaty—-an elastic clause, particularly as
it is not clear whose judgment as to what must
be done, and when, is final. Reparation, it
is recognized, shall not only have priority over
the serviee or liquidation of any domestic loan,
but shall be a first charge on the assets and
revenues of the German Empire and its con-
stituent States. Further, the principle is rec-
ognized that German taxation should be at
least as heavy, “proportionately” (another
vague term, not conjoined to any specific basis
of comparison), as that of the Powers repre-
sented on the Reparation Commission. Ger-
many admits that, in case of “voluntary” ®
default in reparation payments, the Allies shall
have the right to take steps such as ““ economic
and financial prohibitions and reprisals, and
in general such other nmicasures as the respec-
tive Governments may determine to be neces-
sary in the circumstances,’”’ ¢ none of which steps
shall be regarded by Germany as acts of war.
As regards the valuation of goods, ete., handed
over T)y Germany in part payment of repara-
tion, the Reparation Commission is left, in
most cases, with a free hand, to place upon
them such values as it considers just. Excep-
" tion to this rule is made in the case of coal to
be handed over (see p. 1294), while in assessing
the total claims against Germany the prin-
ciple is to be followed that damages for the
restoration of devastated areas shall be assessed
at the cost at the time of carrying out the
work. Anpother heavy responsibility placed

4 Part VIIL, Sce. II.

5 It is not clear what constitutes “ volumtary?’ delault.
under the powers given in Annex II, §12 (see p. 1291, column 2), tac
Reparation Commission would judgeas to ihocircumstances of the default.

¢ Annex II, §18. Iven on the principie of cjusdem generis, these
powers are extremely wide, especially as there is presumably no higher
authority to which could be taken for adjudication the question of the
legalily of any particular measure taken.

Prestunably,

upon Germany was that of indemnifying those
nationals who should be dispossessed of prop-
erty and interests by the Allies under certain
exceedingly broad powers given to the Repara-
tion Commission by article 260. This most
remarkable provision will be dealt with in a
later section.” The same responsibility lies
upon Germany in connection with the cession
of the Saar district, etc.

As opposed to the severity of these condi-
tions, there arc three principles favorable to
Germany enunciated in the treaty. Firstly,
in accordance with Mr. Lloyd George’s memo-
randum of March 25, 1919,® the period during
which Germany was to make reparation was
fixed at 30 years. with the proviso that if any
balance remained over to be paid at the end
of that period it might, at the discretion of the
Reparation Commission, be postponed for
Iater settlement or otherwise dealt with as the
allied Governments might determine. Sec-
ondly, it was laid down that in determining
Germany’s liability and considering Germany’s
capacity to pay, the commission should give
her the opportunity of presenting arguments.
Thirdly, in determining the details of repara-
tion, the economic life and efliciency of Ger-
many were to be considered by the commis-
sion. It was recognized at the time of the
making of the treaty that Germany’s industrial
efficiency was severely handicapped by short-
age of food and raw materials. Hence, it was
provided that such supplies of food and raw
materials as were essential to enable Germany
to meet her obligations should be imported,
while the payments required to be made before
May 1, 1921 (20 billions of gold marks) should
be considered as inclusive of payment for these
commodities. Furthermore, in deciding what
should be required of Germany in the way of
deliveries of animsls, machinery, reconstruc-
tion materials, ctc., the commission was to
‘“take into account such domestic requirements
of Germany as it deemed essential for the
maintenance of Germany’s social and econoinic
life,”” so that “the industrial life of Gérmany
be not so disorganized as to affect adversely
the ability of Germany to perform the other
acts of reparation.”

" B. TIIE REPARATION COMMISSION."

The treaty set up, as ah instrument for the
execution of its reparation provisions, the
Reparation Commission, a body with enormous
duties and very considerable powers. The
legal status of the commission is that of an

7 Sce p. 1292, column f.

& “Tne duration for payments ol reparation ought to disappear, if
possible, with the generation which made the war.”

9 See, on most points, Annex 11 of Fart V111 of the treaty.
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agent appointed to fix, collect, and distribute
Germany’sreparation payments. Itsdutiesand
powers are, however, more orless strictly defined.

Under the terms of the treaty the constitution
of the commission is somewhat novel. It con-
sists of one delegate cach from Great Britain,
France, Italy, the United States, Japan, Belgium,
and the Serb-Croat-Slovene State.  Only five of
these, however, may take part and vote at any

articularsession. Thefirst{our powersnamed
have this privilege at all sessions; but of the last
three only one participates, each one when
matters specially affecting it are under discus-
sion. Thus Japan is included when maritime
matters are being discussed, Belgium when
restoration of her devastated regions is con-
cerned. Tts procecdings are to be in private
unless determined otherwise for special reasons.
It is not “bound by any particular code or
rules of law or by any particular rules of evi-
dence or of procedure, but shall be guided by
justice, equity, and-good faith.” Hence its
methods of procedure could scarcely be pre-
scribed in more elastic terms, or better pro-
tected from possible juridical criticism. The
commission is to continue in existence until all
amounts due are received and distributed by
it among the Alies.

The most important task allotted to the
commission was the determination of Ger-
many’s total liability under the treaty and the
arrangement of a ‘*‘schedule prescribing the
time and manner for securing and discharging
the entire obligation within a period of 30
yvears from May 1, 1921 Clearly, this was
an undertaking requiring an immense amount
of investigation and, in addition, a still larger
amount of foresight. The results of this work
were t0 be cornmunicated to Germany not later
than May 1, 1921, and during the course of its
work Germany was 10 be given an opportunity
to-be heard by the commission. In addition,
this side of the commission’s work involved the
determination of Belgium’s debts to the Allies,
with interest thereon at 5 per cent, which Ger-
many was to pay. ‘

Beyond these, in the matter of reparation in
kind, the commission was intrusted with the
duty of supplying Germany with the tonnage
and specifications of ships to be built and deliv-
ered; the total requirements of the Allies in the
shape of animals, machinery, reconstruction
materials, ete.; the amounts of coal required to
be delivered; and the requirements of the
Allies in the form of dyestuffs and- chemical
drugs. This function was, of course, mainly
of a routine nature, since the figures com-

10 The Unito—d States has not availed itsell of tiis right, being repre-
sented, however,at {he deliberations of the commiission by an unoflicial
observer., . .

municated would in general be & mere aggrega-
tion of the individual claims of the Allies.
Nevertheless, in view of certain restrictions on
the totals to be demanded (which are dealt
with in their appropriate place) the problem
might resolve itsclf into one of the allocation
of available commodities between the various
claimants. : :

Furthermore, to the commission was allotted
the duty of valuing the receipts on account of
reparation. These included all the various
kinds of commodities (except coal) to be
delivered, the rights and properties in the Saar
district, the Government properties taken over
with ceded areas,! and in general any “trans-
fers under the present treaty of property,
rights, concessions, or other interests.” Again,
the commission was to decide what portion of
the German Federal and State debts should be
taken over by the Powers to whom territory
was ceded.t?

The management of the bond issuestobe made
by Germany, both as required in the treaty and
as later to be determined by the commission,
was placed in the hands of that body.

Besides these various duties, the commis-
sion was given other powers of considerable
value—powers which subsequently it has had
frequent cause to excrcise. In the first place,
to the commission itself was given the right
to interpret the reparation clauses of the
treaty. Sccondly, it might from time to time
review (ermany’s resources and capacity to
pay. In the course of such examination it is
required to ascertain that reparation shall
have a claim prior to the service or liquidation
of any domestic loan, and that German taxa-
tion is as heavy “ proportionately’ as that of
the Powers represented on the commission.
In accordance with these periodic investiga-
tions, the commission was given power to
extend the date or modify the form of payment.
This latter power is somewhat limited by the
proviso that, for certain very important steps,
a unanimous vote of the commission is re-
quired. Such actions include the postpone-
ment of any payment beyond 1930, the amount
and conditions of issues of bonds and the time
and manner of distributing them, the interpre-
tation of provisions in the reparation part of
the treaty, and the cancellation of any part
of the debt. Further, in no case might it
cancel any part of the debt unless specifically
authorized so to do by the component gov-
ernments. Thirdly, the commission was given
complete power over German exports of gold
until May 1, 1921. Up to that date no gold
was permitted to leave the country without

1 ATt 236, Sce p. 1203, column L. 1 ATC. 254 See p. 1295, column 1.
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the approval of the Reparation Commission.
And, lastly, for the period of one year the com-
mission was given the power to name any
rights or interests held by German nationals
in any Rllblic utility undertakings in Russia,
China, rkey, Austria, Hungary, Bulgaria,
or former German territory which it could re-
quire the German Government to acquire and
hand over to it, the German Government
assuming the obligation of indemnifying its
dispossessed nationals.® The rights and in-
terests so acquired would be valued by the
commission itself and such value would be
credited to Germany’s reparation account. It
is not clear in whose power lay the interpreta-
tion of this particular provision, which is
included in the financial clauses,'* and not in
the reparation part, of the treaty, but it is
perfectly obvious that enormous powers of
expropriation were thereby placed in the hands
of the commission.

C. WHAT GERMANY IS TO PAY.

In addition to actual damages for which
Germany was liable to pay compensation,
there were two other liabilities imposed on her.
Firstly, she was to restore all cash, animals,
securities, and property seized, in such cases in
which they could be identified. Secondly,
she agreed to pay the expenses of the army of
occupation and. the salaries and expenses of
the Reparation Commission. The size of the
second liability will be better realized when the
time comes to consider the carrying out of the
treaty.

The main item in the account, however, is
that composed of ‘“damage done to the civilian
population of the Allies and their property
* "x % by land, sea, and from the air.”
This damage was very specifically defined in
a later section of the treaty.’® The categories
of damages for which Germany was to make
compensation were as follows:

(1) Damagoe to injured persons and surviving depend-
ents by personal injury to or death of civilians.

(2) Damage to civilians and dependents caused by
cruelty, violence, or maltreatment (inclnding the results
of imprisonment, deportation, internment, exposure at
sea, forced labor).

. (3) Damage to civilians and their de}flendents by acts
injurious to health, capacity to work, or honor.

(4) Damage by maltreatment of prisoners of war.

13 Art. 260, The treaty contains several other provisions affecting pri-
vate property rights. Ifor example—art. 297(b)—the .. Ilics “rescrve the
right to retain and liquidate all property, rights, and intercsts belonging
% % % to German pationals, or companies controlled by them, within
their territories, colonies, possessions, and protectorates, including
territories ceded to them by the present treaty.’’ Turther (art, 74)
the French Governnent was empowered to “retain and liquidate’” all
the pr<])1pcrty, rights, and interests which German nationals, or societies
controlled thereby, possessed in Alsace-Lorraine on Nov. 11, 1918. Ger-
many agreed to compensate directly her dispossessed nationals, and
there was no corresponding credit to be given to reparation account.

14 Part IX.

15 Anpex I.

(5) Capitalized cost of pensions to disabled and depend-
g;tsﬁon the basis of the French scales at the time of the

QLY.

(6) Assistance rendered by the allied and associated
Powers to prisoners of war and their dependents.

(7) Separation allowances, on the basis of the French
scales at the times of payment.

(8) Damage for forced or unjustly paid labor.

(9) Damage to property of the allied and associated
Powers or of their nationals through seizure, injury, or
destruction.

(10) Damage in the form of levies, fines, ete., imposed by
Germany on the civilian population.

Over and above these charges Germany, as
stated above, was to reimburse Belgium for all
sums borrowed from the allied and associated
Powers up to November11, 1918, together with
interest at 5 per cent per annum from the dates
of the granting of the loans. This amount is
payable in gold marks on May 1, 1926, or (at
Germany’s option) on any previous May 1.

In addition, interest at the rate of 5 per cent
per annum was to be charged against Germany
from May 1, 1921 (the date of the fixing of the
amount), on the total amount due to the Allies,
less payments up to that date and less the
amount covered by bonds already issued to the
Reparation Commission. Another item of
interest to be added to the total due from
Germany was that on expenditures arising
out of the repair of material damage under-
taken between November 11, 1918, and May 1,
1921.

The fact that no definite amount was stated
in the treaty as representing Germany’s total
liability did not mean that until the amount
was fixed (i. e., until May 1, 1921) there should
be no payments. Partly in order to cover
current expenses, Germany was to pay during
1919, 1920, and the first four months of 1921
a sum of 20 billions of gold marks, the manner
of payment to be determined by the com-
mission. Out of this amount would be paid
the expenses of the armies of occupation as
well as the cost of such goods and raw materials
as the commission found it necessary for the
sake of economic efficiency to import. Any
balance remaining over would be credited to
Germany’s reparation account. .

1t is fairly clear from a study of these pro-
visions that the Peace Conference recognized,
on the one hand, the validity of the French con-
tention that it was impossible at the moment
to estimate with any reasonable precision the
claims to be laid against Germany, and, on the
other hand, the fact that it was impossible to
determine for some 30 years ahead a nation’s
capacity to produce a net surplus to con-
tribute to the reparation of the Allies’ damages.
Hence the treaty’s elasticity with reference to
this ‘matter. Hence, on the one hand, the
postponement of the determination of Ger-
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many’s liability and, on the other hand, the
various provisions for postponement of install-
ments, for periodic revision of the claims, and
for cancellation of any portion of the liabilities.

D. HOW GERMANY IS TO PAY.

In this section the subject becomes a matter
of provisions for elasticity of another sort—qual-
- itative elasticity. And here there are three
main considerations underiying the whole of
this portion of the treaty. Iirstly, the needs
of the Allies in the way of commodities were
given prior claim. Secondly, the maintenance
of German efficiency was to be sought. And
thirdly, the avoidance of injury to the indus-
tries of the Allies by way of loss of markets was
aimed at. Consequentiy many of the provi-
sions relating to the supplying of commodities
to the Allies were made in the form of options,
which might or might not be exercised, accord-
ing as the Allics weighed the benefits and in-
juries which might follow from their {ulfillment.

As a covering clause, it was laid down that
payment might be required in gold, chattels,
properties, commodities, business rights, con-
cessions, ships, securities of any kind, or curren-
cies of any State—their values in gold to be de-
termined by the commission. Furthermore, it
was stated specifically that credit should be
given to Germany in respect of the following:

() Auny final balanca in favor of Germany under Part
II1, Section V, which refers to the cession of Alsace-Lor-
raine; Part X, Section I, which refers to the settlement
of debts between nationals of the late enemy countries
through clearing houses; Pari X, Section IV, which pro-
vides for compensation for damages or injury to or seizure
of property rights in enemy countries.

(b) Amounts duc to Germany in respect of transfers
under Part 111, Section 1V, dealing with the cession of the
Saar Basin; Part IX, which has to do with property, cte.,
ceded with German territory; Part X1I, which provides
for the surrender by Germany of some of her tugs and boats
plying on rivers internationalized by the treaty (Rhine,
Elbe, Oder, etc.).

(¢) “Amouuts which, in the judgment of the Repara-
tion Commission, should be crediied to Germany on ac-
coun’ of any other transfers under the present treaty of
property, rights, concessions, or other interests.” But in
no case was credit to be given for cash, animals, securities,
and property rostored to their owners from whom they had
been seized.

In accordance with the plan agreed upon at
the Peace Conference the main bulk of Ger-
many’s indebtedness was to be covered b
bond issues as an acknowledgment of the obli-
gation. The details of the issues were as fol-
lows:

A firstissue of 20 billions of gold marks, in bearer bonds,
10 be delivered to the commission forthwith, payable with-
out interest on or before May 1, 1921. These bonds were
to be amortized by the payment of the 20 billions of gold
marks due prior to that date.

A second issue of gold bearer bonds, to be delivered
forthwith, to the amount of 40 billions of marks, bearing
interest at the rate of 2% per cent per annum during the
years 1921 to 1926, and at 5 per cent thercafter, with the
addition of a further 1 per cent, beginning 1926, for amor-
tization.

An undertaking, in writing, to be handed to the com-
mission at once, to issue, at such time as the commission
was satisfied of Germany’s ability to meet the interest and
sinking-fund obligations involved, a further 40 billions of
gold marks of 5 per cent bearer bonds, of which the time
and mode of payment of interest and principal would be
as ordered by the commission. .

These bonds, when distributed by the com-
mission, might be disposed of outright to indi-
viduals in place of Governments. Germany’s
liability to the Governments would be then by
so much reduced, being transferred to the indi-
vidual holders of the bonds. In this manner
the circulation of the bonds is perfectly in ac-
cordance with the provisions of the treaty.

The payments in kind which Germany was
to make, or might be called upon to make,
were very varied and were stated with careful
exactitude. The various categories will be
considered in detail. ®

1. Reconstruction materials*~-By the end
of 1919 the allied Governments were to file
with the Reparation Commission lists showing
(@) what animals, machinery, equipment, tools,
ete., destroyed during the war, they desired to
have replaced by similar articles; and (b)
what reconstruction materials, machinery, fur-
niture, ete., they desired to have Germany man-
ufacture for them for purposes of restoration.

The commission, in view of these requests,
would then formulate their total demands and
present them to Germany. As a check on the
cormmission, however, there were inserted in
this portion of the treaty, not only a general
principle, stating that Germany’s own re-
quirements were to be considered,” but also
a special requirement that articles actually in
use in Germany should only be seized if there
were no free stock available. Furthermore,
in no case should more than 30 per cent of the
equipment, etc., of any one establishment or
undertaking be seized.

The following immediate advances of ani-
mals were required of Germany, the details of
breed, etec., being specified:

m To
| To France.v Belgium.

i

Horses N 30, 500 10, 200
Bulls....... 2,000 : 2,000
Milch cows. 90,000 | 30, 000
s gl S8
E‘heetp ...... 108’, 000 - 20,600
0 [
Sows. ...l [ ] 15,000

16 Annex IV. 17 See p. 1290, column 2.
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The delivery of agricultural machinery, as
provided for in the January, 1919, renewal of
the armistice agreement, covering awide variety
of machines, was to continue. The commission,
of course, was to fix the value of all such de-
liveries and give credit for the same to Ger-
many’s reparation account. )

2. Coal, etc.®*—Some large options were ac-
corded to the Allies by Germany to demand
the delivery of vast quantities of coal. These
options were as follows:

To France—delivery of 7,000,000 tons per
annum for 10 years, plus an amount equal to
the deficit in the actuaﬁ production of the mines
of the Nord and Pas de Calais in each ycar,
as compared with their pre-war annual produc-
tion. The total amount delivered, however,
was not to exceed 20,000,000 tons in any of the
first five and 8,000,000 tons in any one of
the last five years. Delivery during cach of the
three years following the treaty of 35,000 tons
of benzol, 50,000 tons of coal tar, and 30,000
tons of sulphate of ammonia.

To Belgium—delivery®of 8,000,000 tons of
coal annually for 10 years.

To Italy—4,500,000 tons of coal in the year
ending June, 1920; 6,000,000 in the next year;
7,500,000 in the following; 8,000,000 in 1922-
23, and in each of the succeeding six vears,
8,500,000 tons.

The prices for coal were not to be fixed by the
commission, but were nrescribed in the treaty.
Those for benzol, coal tar, and sulphate of
ammonia were to be the same as those charged
to German nationals. Prices for sea-borne coal
were to® be the same as the German cxport
price f. 0. b. Germsan ports, or Britisk export

rice f. 0. b. British ports, whichever wero the
ower. For overland coal, the German pit-head
price to German nationals, plus the lowest
freight to the frontiers, provided that the pit-
head price were not greater than that of British
coal i%r export. The Reparation Commission
was to notify Germany of the decliveries re-
quired and to credit Germany’s account with
the value thereof.

3. Saar Basin}*—All the coal deposits, con-
cessions, machinery, equipment, means of com-
munication, and buildings belonging to the
mines in the district, as defined in the treaty,
were ceded to France for a period of 15 years,
their value to be assessed by the Reparation
Commission and Germany to indemnuify her
dispossessed nationals,

4. Dyes and chemical drugs.®—Germany gave
the Allies the option to require as part of
reparation payments such dyestuffs and chemi-

18 Annex V. 1 Art. 45. 20 Anuex VI.

cal drugs as the commission might fix, but in
no case were the amounts demanded to exceed
50 per cent of the German stock of each par-
ticular kind demanded. In addition, until
January 1, 1925, the Allies were given the op-
tion to demand delivery during any particular
six months of amounts of specified kinds up to
25 per cent of the German production of those
kinds in the preceding six months.

5. Shipping.»—Germany agreed to make
good, ton for ton and class for class, all allied
merchant ships and fishing boats lost or
damaged owing to the war, and at the same
time “walved all claims of any description
against the allied and associated Governments
in respect of the detention, employment, loss,
or damage of any German ships or boats.”
Hence all German shipping already in the hands
of the Allies was to become their property, on
condition that each paid into the reparation
account the excess of the fair value of the ships
retained over that of the ships apportioned to it
to replace war losses.

By the treaty Germany, as a contribution
toward this obligation, ceded to the Allies the
property in all German merchant ships of 1,600
tons gross and upward; one-half of the German
merchant ships between 1,000 and 1,600 tons
gross; one-fourth of the German steam trawlers;
one-fourth of the other German fishing boats
(fractions being calculated in terms of tonnage
and totals including shipping under con-
struction). All of this shipping was to be
handed over to the Allies within two months of
the treaty’s coming into force. Germany,
moreover, undertook to build for the Allies
during the next five years such shipping as
should be specified by the commission.

In addition, claims were waived to all Ger-
man vessels sunk during the war which later
might be salvaged, and, as regards shipping,
Germany was to restore within two months all
identifiable boats of inland navigation coming
into her possession since August 1, 1914, and to
make good the losses of the Allies in river craft
by cession of an equal amount of her own, pro-
vided that the amount should not exceed 20
per cent of Germany’s river fleet as on Novem-
ber 11, 1918.

6. Submarine cables.»—The treaty named
certain specific submarine cable rights be-
longing to Germany which she was to renounce
in favor of the principal allied and associated
Powers,® their value being credited to repara-
tion account.

21 Annex Ti1.
22 Annex VIIL,
2 Great Britain, Trance, Ttaly, United States, Japan.
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7. Miscellaneovs.—In addition to the above,
Geérmany was to be credited with—

() The value of nonmilitary material handed over at the
time of the armistice.

(b) The value of public utility interests demanded by
and delivered to the Reparation (Commission.?s

(¢) The value of German Government properly in arcas
ceded to the Allies, which was tobo paid directto the com-
mission by the recipient Governments (France ?¢ and Bel-
gium being exempted from this provision).

(d) The proportion taken over by the recipient Govern-
ments with ceded arcas of the debt of the German Tmpire
and of the States to which the areas belonged, as these
debts stood on August 1, 1514, the proportion taken over to
be determined by the commission aind paid direct to the
commission (France being exempted from this provision
respecting \lsace-Tomaine. in consideration of Germany's
having refused to take over a part of the French debt in
1871).

Following the transmission to Germany of
the draft of the treaty, a long memorandum of
“obscrvations” thereon was prepared by the
German peace delegation and remitted to the
Allies. Count Brockdor{l-Rantzau, spokes-
man for Germany, thersin made an offer of a
lump sum of 100 billions of marks, 20 billions
thereof being payabic by May 1, 1926, the re-
mainder, without interest, over 50 to 60 years.
It was pointed out by the Allies, however, in
rejecting this proposal, that at 6 per cent the
present value of the amount would be only
about 30 billions of marks. The Allies’ reply
made only minor modifieations in the treaty,
but gave Germany an opportunity to submit
within four months from the signing of the
treaty a scheme, together with estimates,
¢vidence, and arguments, for the liquidation of
her reparation indebtedness by & lump-sum
payment, by the carrying out of reconstruction
work, by supplying labor, materials, technical
service, etc. Such scheme and evidence, it was
stated, would be carefully considered by the
Allies, and s reply given within two months.

Norre.—For purposes of calculating the periods men-
tioned in the treaty, the date is used when the first proces
verbal of ratification by Gormany and three of the prin-
cipal allied and associated Powers was completed.”  The
treaty was signed on June 28, 1919, and was ratified as
follows: Germany—July. 1919, Great Brifain, ITrance,
Traly, and Japan—October, 1819, On the other hand
the ‘‘date of the coming into force of the treaty” is for
cach Power the date of ratification by that Power.”

ADDENDUM—OTHER TREATIES.

The various other treaties which were con-
cluded subsequently to the Versailles treaty are,

2t Art. 250. This includes various items, {wo of the most important
being: (Art.VI) “Sgores of food of ail kinds lor the eivil population, cattle,
ete., shall be left in situ;”  (Art, V1D 5,000 locomotives and 150,008
wagons in good working order, with afl necessary spare parts and fittings,
shall be delivered to the associated Powers within 3L days.”  Further,
5,000 motor lorries were to be delivered within 36 days.

2 Art. 260, see p. 1292, celumn 1. ,

2 “In view of the torms on which \Alsaco-Lorraine was ceded to Gor-
manyi in 1871.” The reason for Belginm’s exemption is not specifically
stated.

27 Miscellaneous provisions.

17134—22—-—3

in comparison with it, of relatively small im-
portance. That between the Allies and Bulga-
ria, signed on November 29, 1919, at Neailly,
imposed & payment of 2% billions of gold
franes as reparation, in half-vearly payments.
The July 1, 1920, and January 1, 1921, pay-
ments were to represent interest at 2 per cent
on the total from January 1, 1920. Thereafter,
each half-yearly payment would include interest
at 5 per cent on the outstanding capital sum,
the whole of which would be extinguished by
January 1, 1958. An interallied commission
was to be set up at Sofia to consist of one
member cach from the British Empive, France,
and Italy, and of a nonvoting member repre-
sentative of Bulgaria. In the event of default
in reparation payments, this body might con-
trol, to any extent and for any period it might
think nceessary, the collection of taxes, sources
of revenue, disbursement of the proceeds, cte.
Reparation paymients were to be made through
this body to the Reparation Commission set
up under the Versailles treaty. While the
interallied commission had no power of itself
to reduce or postpone paviments, it might
recommend to the Reparation Commission a
reduction of any narticular payment, or of the
capital sum, and the latter might grant a
reduction or postponement by a majority vote.
Bonds covering a part or the whole of the
amount due might be called for by the Repara-
tion Commission, which might dispose of them
as it thought fit, such bonds being a direct
obligation of the Bulgarian Government.
The treaty with Austria, signed at St. Ger-
main-en-Laye on September 10, 1919, was, in
its general provisions, almost identical with
the Versailles treaty. It recognized Austria’s
responsibility for damages caused by her ag-
gression and her inability to pay the whole
cost thereof. The authonty for tae execation
of the reparation provisions was the commis-
ston appointed under the Versaiiles treaty,
with the added provision that a special seetion
of the commission was to be appointed to deal
with Austria. It was given only consultative
powers, except so far as the commission chose
to delegate other powers to it. By May 1,
1921, the cominission was to determine Aus-
tria’s total liabiiity, and by that date Austria
was to pay such an amount as the commission
demanded, out of which, as in the case of Ger-
many, would be paid thoe expenses of the
forces of occupation and the cost of approved
imports. The Austrian section of the com-
mission was to be composed of delegates from
the United States, Great Britain, France,
Ttaly, Greece, Poland, Rumania, the Serb-

Of

|83

v
T
)

Croat-Siovene State, and Czechoslovakia.
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these the first four were in voting to have
two votes each. The. remaining States were
to have one common representative. In work-
ing out the claims against Austria the com-
mission was ordered to take account of the
diminution of the country’s resources resulting
from the territorial provisions of the treaty.
The system of covering the indebtedness by
bonds, as set out in the Versailles treaty, was
applied with small modifications to Austria.

s regards payments in kind demanded
forthwith, several categories of demands were
dealt with. The Austrian merchant fleet not
being large enough to compensate the Allies
for all their damages, the whole of that fleet
was ceded to the Allies, together with river
craft up to 20 per cent of the total possessed;
all this to be delivered within two months.

The following animals were to be handed over
as an immediate advance:

To the |
Kind of animals., To Italy. S%rllg;,(é%ogt- ;ln‘;ﬁg"
State.
Milch COWS .o evnennainiiaannan. 4,000 1,000 1,000
Heifers. . 300 500

In addition, during the six months following
the treaty, such furniture as the commission
demanded was to be supplied. )

Five-year options were accorded the Allies
to demand annual delivery of timber and tim-
ber manufactures, iron and iron alloys, and
magnesite, these amounts to bear the same re-
lation to the Allies’ pre-war annual importa-
tions from Austria-Hungary as the resources of
the present Austria bore to those of the pre-
war Austro-Hungarian Empire.

The treaty with Turkey was signed at Sévres
on August 10, 1920. All reparation claims,
except as provided elsewhere, were waived by
the Allies, owing to the large reductions in
Turkish revenues due to the territorial re-
arrangements made under the treaty. A finan-
cial commission was created, consisting of dele-

ates from France, the British Empire, and
%taly, with a consultative Turkish representa-
tive, with large powers over the economic life of
the country. It was to approve the budgets
presented to the Parliament, to supervise execu-
tion thereof, to regulate and improve the cur-
rency, and to conserve and increase Turkey’s
resources. 'This commission was to have at its
disposal all the Turkish revenues, which were
to be applied in the first instance to the pay-

ment of its own salaries and expenses, and in |

the second of the expenses of the forces of occu-
pation. Turkey was to pay for all loss or dam-
age suffered by civilian nationals of the Allies
in respect of their persons or property through
the negligence or the action of Turkish author-
ities prior to the treaty. Furthermore, Turkey
agreed to make reparation to the Kuropean
Commission of the Danube for damages sus-
tained by that body. At the same time, all
claims held against Turkey by Germany, Aus-
tria, Bulgaria, and Hungary were transferred
to the Allies.

The United States Senate having voted
against ratifying the treaty of Versailles, a
separate bipartite treaty was concluded with
Germany at Berlin, signed on August 25, 1921,
and ratified by both parties in October of that
year. The brevity of this treaty is due to the
fact that it consisted in the main of a reserva-
tion of most of the rights accruing to the
United States by the terms of the Versailles
treaty, together with a repudiation of the
“entanglements” and responsibilities into
which it led them. The preamble to the
treaty of Berlin contained a part of the joint
resolution of Congress, approved by the Presi-
dent on July 2, 1921, from which the following
is quoted: :

* % % There are expressly reserved to the United
States and its nationals any and all rights, privileges,
indemnities, reparations, or advantages, together with
the right to enforce the same, to which it or they have
become entitled under the terms of the armistice signed
November 11, 1918, or any extension or modification
thereof, or which were acquired or are in the possession of
the United States of America by reason of its participa-
tion in the war or to which its nationals have thereby
become rightfully entitled, or which under the treaty of
Versailles have been stipulated for its or their benefit;
or to which it is entitled as one of the principal allied and
associated Powers, or to which it is entitled by virtue of
any act or acts of Congress, or otherwise. .

Germany accords these rights, which are
mentioned specifically as being those con-
tained in Section I, Part IV, and in Parts V,
VI, VIIL, IX, X, XI, XII, X1V, and XV of
the Versailles treaty. TFurther,

*# % * vhile the United States is privileged to par-
ticipate in the Reparation Commission, according to the
terms of Part VIII of that (the Versailles) treaty, the
United States is not bound to participate in any such
commission unless it shall elect to do so.

REFUNDING LOAN GF CCTOBER 16, 1922,

On October 9 the Secretary of the Treasury
issued the following letter to banks and trust
companies in the United States:

I am sending vou herewith a copy of the ofiicial Treasury
Department circular announcing the ofiering of 4% per cent
Treasury bonds of 1947-1952, for which subscription books
open to-day. The offering is for $500,000,000, or there-
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THE FIRST THREE YEARS OF GERMAN
REPARATION.

PART II.— FIXING GERMANY'S LIABILITY (JULY,
1919-MAY, 1921).

Tor a period of about a year after the
sifgning of the treaty of Versailles the question
of reparation, apart from the deliberations of
the commission, was almost completely neg-
lected. The powers during that time were con-
cerned mainly with ratification’ proceedings
and other domestic affairs, and the disarming
of Germany. This last matter was the im-
mediate reason? for the calling of the first of the
long and complicated scries of official con-
ferences and unoflicial parleys with which this
and succeeding chapters have to deal. The
history of these negotiations—some confined
to the Allies, some including German repre-
sentatives—is difficult to follow, owing to over-
lapping of functions and to the lack, in several

cases, of official pronouncements on the re-,

sults of the conversations.

There were underlying the discussions three
prominent points of view. The Italian dele-
gates from the start favored a frank revision of
the treaty. The French, on the other hand,
held out for its strict fulfillment. The British
adopted an elastic policy, best expressed by
Mr. Lloyd George’s words in the House of
Commons, in replying to a question as to the
work before the projected Spa conference, that
the conference was to deal in no way with
revision, but only with application. Hence it
was not—and, indeed, could not be logically—
until after the promulgation of the decision of
the Reparation Commission that any true
modifications of the treaty were decided upon,
except as regards immediate payments.

The first conference, April 19-26, 1920, at
San Remo, attended by the allied premiers, was
concerned mainly with the Turkish treaty and
the German military establishments. It was
notable, however, for a suggestion made by
Mr. Lloyd George that Germany should be
invited to send delegates to discuss with the
supreme council matters arising out of the
treaty. Accordingly, it was agreed to hold a
joint conference at Spa in the following month.
At the same time an allied manifesto was issued,
pointing out that Germany had not seized the
opportunity, presented to her during the

1 This is the sccond of a series of four articles, the first of which an-
peared in the November Bullelin, pp., 1288-1293, dealing with the his-
tory of the roparation problem from the treaty of Versailles to the
present time. Subsequent articlos will deal with the developments
since May, 1921,

2 In April, 1920, following political disturbances in Westphalia and the
Rubr Valley, France, as a protest against the concentration of German
troops there to an extent which was in contravention of the terms of the
treaty, occupied Frankfurt and Darmstadt,

Versailles negotiations,® of putting forward her
own estimate of the reparation to be made, nor
of sending experts to the devastated regions
with this end in view, nor of offering a Tump
sum in settlement of her reparation liabilities.

Accordingly, the premiers met at Lym{)ne,
May 14-16, for the purpose of formulating plans
as to the policy to be pursued at Spa. IHHere
France obtained what might have been an
important concession, for, though her %riority
claims were disallowed, it was agreed that the
payment of her debt to England should be
made pari passu with payments of reparation
by Germany. The recognition of the vital
connection between reparation and foreign
debts is not, then, merely .a recent develop-
ment. As it happened, however, this partic-
ular understanding was set aside a month later,
owing to America’s unwillingness to make
similar concessions.

There were now, then, two sets of delibera-
tiors going on with regard to reparation—
those of the Reparation Commission and those
of thy supremo council. To these the latter
added a third—a commission of French and
British experts to fix, prior to the Spa con-
ference, a minimum total of Germany’s lia-
bilities, to determine methods of payment,
examine the possibility of capitalizing the
debt, and. to establish conditions for the
division of the receipts between the Allics. In
considering Germany’s capacity to pay, this
commission was to take note of several facts:
First, that there appeared to be a deficit in
Germany’s current Eudget of 21,000,000,000
marks; second, that the German merchant
fleet had decreased in gross tonnage from
5,500,000 in 1913 to 500,000 in 1920; third,
that the production of coal, now that Alsace-
Lorraine and the Saar had been separated from
Germany, had fallen 50 per cent from the 1913
figure; and fourth, that imports had diminished
in weight by about three-fourths from their
1913 level.

The Spa conference having been postponed
on account of the German elections, the pre-
miers met again at Liympne on June 20 and at
Boulogne -on June 21 and 22. During these
conversations a scheme was discussed under
which a minimum annual payment, to be made
in gold, would become the basis of an inter-
national loan, 4 part of which would be allotted
to Germany. The idea of a minimum payment
was adopted in order that, if Germany were
to prosper, her payments could be increased
accordingly. The minimum determined upon
here was 3,000,000,000 gold marks, and the

3 See November BULLETIN, p. 1295.
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period during which it was payable was 35
years.

A further mecting was held at Brussels, July
2—4, to discuss the matter of the division of the
reparation payments among the Allies. Here
a previous agreement, as between France and
Great Britain (55:25), made earlier in the year,
was revised, the new distribution being as
follows (in percentages): France, 52; Great
Britain, 22; Italy, 10; Belgium, 8; Greece,
Rumania, the Serb-Croat-Slovene State, and
others, a total of 6%; Japan and Portugal, three-
fourths each. Belgium’s priority on the first
two and one-half billions of marks paid, as
agreed upon and announced by Clemenceau,
V?ilson, Lloyd George, and Sonnino in July,
1919, and the transfer to Germany of her
liabilities or debts to the Allies, were confirmed.
Furthermore, Italy was given priority, up to
£200,000,000, on the payments received from
Hungary and Bulgaria. '

These proportions and priorities were finally
agreed to at the Spa conference, July 5-16. 1t
was further agreed that one-half of the receipts
from Austria, Hungary, and Bulgaria should be
divided in the same proportions as the German
payments, while of the other half Ttaly should
receive 40 per cent and Greece, Rumania, the
Serb-Croat-Slovene State, etc., the remaining
60 per cent. Certain German credits in foreign
countries were handed over to Belgium as
covering for her prior claim of two and one-half
billions of marks. These included 400,000,000
kroner in Denmark received by Germany in
consideration of the cession of the northern
part of Schleswig-Holstein, and also the excess
value of German property confiscated in the
United States over American property con-
fiscated in Germany. Immediately after the
satisfaction of Belgium’s prior claim the Allies
were to be reimbursed for their loans to
Belgium.

Apart from these secondary decisions, noth-
ing was accomplished at Spa with reference to
reparation, the chief matters under discussion
being the disarmament of Germany and the
coal deliveries. The latter will be dealt with
in the next article. On the whole, the Spa
conference proved disappointing in its results,
but it marks a definite step forward, in that
for the first time German representatives
were permitted to take part in the delibera-
tions.

The first gathering of major importance,
however, was that of the allied and German
experts at Brussels, December 16-22, 1920.
Here definite progress was made, though no
final decisions could be arrived at. A good
deal of information as to Germany’s internal
situation was supplied, and a definite preference

for payments in kind was voiced by the Ger-
man experts. The proposal most generally
favored was (according to the London Times
correspondent) to demand an annual payment
of 3,000,000,000 gold marks for 5 years, with
the provisional suggestion of 6,000,000,000
for the next 5 years, and 7,000,000,000 for
the following 32 years. The Reparation Com-
mission would have power to postpone a part
of the additional annuities of the last 37 years
and to fix interest payments thereon. As guar-
anties of payment, it was proposed that Ger-
many deposit with the commission industrial
securities up to a value of 5,000,000,000 gold
marks, which could be sold in case of default; and
that the Allies be given a claim upon the gross
receipts of the German customs, with power to
veto any modifications of the tariff which might
tend to lessen the receipts. With these ten-
tative conclusions the conference was closed,
but not before a list of 41 questions had been
submitted to the Germans, the answers to
which were intended to supply, and did in fact
supply, fuller valuable data as to the internal
condition of the country.

The supreme council met again in conference
at Paris ganuary 24-30, 1921. At the outset
of the conference, M. Doumer, a French dele-
gate, suggested that reparation be fixed at
240,000,000,000 gold marks, to be paid as an
annuity of 12,000,000,000 for 44 years. This,
clearly, was far above the experts’ proposal for
an annuity of 3,000,000,000 for the first five
years. Atthe same time it was claimed that un-
der the Boulogne agreement France could receive
only about 65,000,000,000 gold marks. Finall
a compromise was effected between the Brussels
and Boulogne plans, with the added clement of a
levyon German cxports. The annuities were to
be asfollows: Two of 2,000,000,000 gold marks;
three of 3,000,000,000 gold marks; three of
4,000,000,000 gold marks; three of 5,000,000,-
000 gold marks; 31 of 6,000,000,000 gold
marks—the total being 226,000,000,000, pay-
able in 42 years from May 1, 1921. In case of
payment being made in advance, Germany
was to receive a discount of 8 per cent on the
first two annuities, 6 per cent on the next two,
and 5 per cent on the remainder. Germany
was to issue bearer bonds covering these an-
nuities. In addition to these fixed annuities,
however, Germany was to pay ap amount
equal to a tax of 12 per cent ad valorem on the
whole of her exports, this tax being estimated
to yield about 1,000,000,000 marks per annum.
A power additional to those named in the treaty
was given to the Reparation Commission at
this point, Germany being permitted to embark
on no credit operation abroad without the
commission’s approval.
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The conference also enunciated the “sanc-
tions” it was prepared to cnforce should Ger-
many default in her payments as sct out in the
above scheme. These comprised seizure of all
or a partof the German customs by the Repara-
tion Commission; taking over of the adminis-
tration and collection of the customs by the
Reparation Commission; imposition of higher
tariffs, at the instigation of the Reparation
Commission; taking of “such mecasures as they
think justified” by the allied powers, when
notified by the commission of Germany's
default. The terms here outlined were sub-
mitted to Germany for consideration, her dele-
gates to present themselves at London in a
month’s time to give her reply.

Thus, on March 1 to 7, 1921, in London, for
the first time since Spa, the German delegates
met the supreme council and the other allied
delegates. The Germans declared that fulfill-
ment of the Paris proposals was impossible,
and submitted a counterscheme of their own.
Their experts, however, adopted the Paris pro-
posals as the basis of their calculations, dis-
counting the fixed annuities at 8 per cent, and
arriving at a present value of 50,000,000,000
gold marks. The payments already made they
estimated at 20,000,000,000, thus leaving
30,000,000,000 remaining to be paid, a sum
which, they claimed, was as much as Germany
could possibly pay. Most helpful, perhaps, was
the suggestion that some of the earlicr install-
ments be paid in kind and labor and the state-
ment that Germany was prepared to assist
in the physical work of reconstruction. In
spite of Germany’s unconditional agreement at
Versailles to pay to the utmost of her capacity,
the London dclegation laid down conditions
upon fulfillment of which she would agree to
%ay the proposed 30,000,000,000 gold marks.

‘hese were as follows: -

(1) Upper Silesia was to remain German.®

(2) Restrictions on commercial intercourse
between Germany and the rest of the world
were to be removed.

(3) Germany was to be released from all
further payments or deliveries under the treaty.

(4) The Allics were to renounce their rights
to liquidate German property.*

Furthermore, the means wherewith Germany
was to commence payment was to be a loan of
8,000,000,000 gold marks at a low rate of
nterest. An annuity of 1,000,000,000, together
with interest on the loan, would be paid for
five years, and in the meantime a scheme
would be drawn up for the liquidation of the
outstanding balance.

+ Treaty, article 236.
5 A plebiseito was duein Silesia, under article 83 of Part IT of the treaty-.
& Treaty, articles 260 ¢t o}, See November BULLETIN, p. 1292.

The London Times quotes from an “ authori-
tative analysis’” of the proposals, the following
summary, the main features of which will
show their inacceptability to the Allies:

(1) The 8 per cent rate of discount was only applicable
1o the first two annuities. .

(2) The German plan ignored the variable annuities
dependent on exports. .

(3) The Paris annuities were proposed as an addition to
payments already made. .

(4) The Reparation Commission assessed the deliveries
alrcady made at a total value of less than 10,000,000,000
gold marks.”

(5) While discounting payments at 8 per cent, Germany
had reckoned on a loan at b per cent or less. :

(6) The German proposals included the relief of the
German securities from taxation in the country of issue.

(7) Assuming the payments after the first five years to
be 3,000,000,000 for 25 vears, the present value would
have been about 27,000,000,000,8 whereas the present
value under the Paris plan, exclusive of the variable
annuitics, would have been, at 8 per cent, 53,000,000,000;
at & per cent, 83,000,000,000.

Hence it is not surprising that the Allies
rejected this proposal, and allowed Germany
four days in which to signify her agreement to
the Paris plan. In Mr. Lloyd George’s speech
delivering the ultimatum he declared that the
Allios had good reason to assume that the Ger-
man Government was “ deliberately in default;”’
and that therefore, in the event of an unfavor-
able reply, the Allies would proceed to occupy
Duisburg, Rubrort, and Diisseldorf; to pass
legislation compelling allied nationals to pay
to their Governments, instead of to the German
seller, on_account of reparation, a proportion
of the price of goods imported from Germany;
to insist on payment to the Reparation Com-
mission of customs collected on the external
frontiers of the occupied territories, and to
levy and collect customs at the Rhine bridge-
heads pccu}ﬁed by the Allies. ) )

During the four days’ grace an alternative
proposal to pay 3,000,000,000 gold marks annu-
ally for 30 years, together, with a 30 per cent
tax on exports, was presented to Germany and
rejected. At the end of that time Germany
made a counter-proposal to pay according to
the Paris plan (including the 12 per cent
export levy) for five years, during which a
comprehensive scheme for 30 years of pay-
ment was to be negotiated. But the condifions
that Upper Silesia remain German and that
the restrictions on German trade be abolished
were retained, and hence the proposals were

7Up to Apr. 30, 1921, Germany’s payments, aceording to the latest
figures, were as follows: Gold x

Gold marks.

112, 000, 000
1,251,000, 000

Payments in cash and sales of war material
Deliveriesin kind . cooooviiiiiiiiiiiii i
Armistice deliveries. ..........oviiiiiiiniiiii 1,183,000, 000
Submarine cables...., ... i ittt 49,000,000
Real estate, Saar mincs, etc., and debis of German

States assumed by powers to whom ceded. ............ 2,504, 000, 000

5,099,000, 000

8 But see note 7 on p. 1427,
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rejected.  Acecordingly, the three specified
German cities east of the Rhine were occupied,
and the Inter-Allied Rhineland High Commis-
sion took over the collection of customs in the
occupied area. The Allies forthwith proceeded
with the threatened legislation. The British
reparation recovery bill, requiring importers
of goods from Germany to pay up to 50 per
cent of the price of the imported goods direct
to the customs oflicials, passed its third reading
on March 19. .

The next move fell to the German Govern-
ment, which, on April 24, handed to the
American chargé d’affaires at Berlin a set of
proposals which, they declared, represented,
“according to their convictions, * * * the
qutmost limit which Germany’s economic re-
sources could bear, even with the most favor-
able developments,” and which, if it found
them acceptable, the United States Govern-
ment was requested to lay before the Allies.
The proposals consisted of 12 points, sum-
marized as follows:

(1) Germany would recognize 50,000,000,000
gold marks as her total liability, to be liqui-
dated by suitable annuities totaling not more
than 200,000,000,000 gold marks.

(2) The raising of an international loan, in
which Germany would participate.

(3) Germany to pay interest and amortiza-
tion on the amount uncovered by the loan,
with & maximum of 4 per cent.

(4) Amortization payments to vary with|

German prosperity, as shown by an agreed
index.

(5) Germany to assist in rebuilding work.

(6) Germany to supply other reconstruction
materials and services.

(7) Germany to pay at once 1,000,000,000
gold marks, in the shape of 150,000,000 in
gold, silver, and foreign bills, and 850,000,000
i treasury bills, rcdeemable within three
months in foreign bills and other forcign values.

(8) Germany, the Allies and the United
States being agreeable, to take over a part of
the - Allies” American debts, to the extent of
her capacity.

(9) Determination of values of reparation
deliveries by a commission of experts.

(10) Assignment of public properties or
income as security for the loan.

(11) Cancellation of all other German repa-
ration liabilities and release of German prop-
erty abroad.?

9 Germany still retained 1his condition (cl. p. 1424). Apparenily the
dropping of the Upper Silesia condition may have been due to the
result of the Silesian plebiscite, which was, on its surface, favorahble to
Germany.  Eventually, the Allies being divided, the Leagueof Nations
partitioned the district between Germany and Peland, according to the
nationality of the voters.

(12) Abolition of the system of sanctions,
frecing of German commerce, and relicf from
“all unproductive expenditure.”

Although this was by far the most favorable
proposition Germany had yet made, the
United States Government declined to trans-
mit it to the Allies, who, in informal communi-
cations, had found in it “no acceptable basis
of discussion.”

It seemed, then, that an impasse had been
reached. But the situation was saved by the
Reparation Commission, which, in accordance
with the terms of the treaty,'® announced its
decision on April 27. The allied premiers,
therefore, assembled in London on April 29,
together with the commission. The result of
the deliberations was the sccond ultimatum
presented to Germany on May 5, and accepted
by them on May 11. The text of the protocol
containing the decisions arrived at, which
accompanied the ultimatum, is given in full
in the FEpERAL RESERVE BULLETIN, June,
1921. The terms of this ultimatum may be
summarized as follows:

(1) Apart from her restitution obligations,"

Germany was to pay 132,000,000,000 gold
marks, less amounts already paid and amounts
in consideration of ceded State properties and
sums credited to Germany received from other
ex-enemy powers, plus the amount of Bel-
gium’s debts to the Allies.
(2) In substitution for bonds delivered or
deliverable,'* Germany was to deliver by July 1,
1921, 12,000,000,000 of “Series A’ bearer
bonds; by November 1, 1921, 38,000,000,000
of “Series B’ bearer bonds; by November 1,
1921, 82,000,000,000 of “Series C’’ bearer
bonds, without attached coupons, which were
to be supplied as the commission saw fit, in
the light of Germany’s capacity, to issue the
“C” bonds.

From the date of issue in each case Germany
was to pay annually 6 per cent on the amount
issued, out of which there should be paid 5 per
cent interest on the bonds outstanding, the
balance to go to a sinking fund for redemption
by annual drawings.

(3) The series were to be a first, second, and
third charge on the assets and revenues of the
German Empire and States,** particularly on
(a) sea and land customs and duties; (b) a 25
per cent levy on all German exports, the
cquivalent in marks to be repaid by the Ger-
man Government to the exporter.

10 Article 233.  (See November BTULLETIN, p. 1921, column 1.)

u Part VI, Section 1I, and article 238 of the treaty.

12 Under the treaty, Part VIL, Annex 17, sec. 12 (c¢).
ber BULLETIN, p. 1293.)

13 Article 248 of the treaty.

(Se¢ Novem-
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" (4) Germany was to pay 2,000,000,000 gold
marks annually plus an amount equal to 26
per cent of her exports. Payment of the fixed
annuity was to be made quarterly, on or before
January 15, April 15, July 15, and October 15,
and of the variable annuity, on or before
February 15, May 15, August 15, and No-
vember 15.

(5) Germany was to pay within 25 days, as
the first two installmentsof the fixed annuity,
1,000,000,00C gold marks.

(6) A committee on guarantees, consisting of
delegates from the powers represented on the
Reparation Commission, was to be appointed,
with power to céopt not more than three rep-
resentatives of other powers, when the com-
mission should decide that they held sufficient
of the bonds to be issued.

(7) This committee was to supervise the ap-
plication to the debt service of the customs and
duties, the 25 per cent export levy, and such
taxes as the German Government, with the
permission of the commission, should earmark
as substitutes for or additions to the foregoing.
The committee was, moreover, to undertake the
periodic examination of Germany’s capacity to
pay; * but ‘“‘was not authorized to interfere in
the German administration.”

(8) Germany was to supply materials and
labor for restoration as demanded, such goods
and services to be valued jointly by one valuer
each appointed by Germany and the country
concerned, with final appeal to a referee ap-
pointed by the commission. But the valuation
of the shipping,® reconstruction materials,!®
coal,’” and (fycs ¥ was unaffected by this ar-
rangement.

(9) Germany was to facilitate the operation
of the British reparation (recovery) act ** and
any similar acts of the other Allies, and was to
pay the equivalent of the levy in German cur-
rency to the exporter. ,

(10) The Allies were to pay to the commis-
sion, in cash or current coupons, for all goods
and services delivered to them within a month
of their receipt.

The ultimatum reiterated the charge of Ger-
many’s default in the matters of disarma-
ment, reparation payments, trial of war crim-
inals, etc. Germany was therefore required to
declare her resolve to “carry out without reserve
or condition the obligations defined by the
Reparation Commission,” and to accept simi-
larly the prescribed guarantees. Failure to do
so would be met by occupation of the Ruhr

U4 Treaty, Part VIII, Annex II, see. 12 (b).
15 Treaty, Part V1II, Anncx IT1,

16 Treaty, Part VIII, Annex IV,

1 Treaty, Part VIII, Annex V.

18 Treaty, Part VIII, Annex VI.

19 See p. 1425.
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Valley. As previously stated, Germany sub-
mitted unconditionally to these demands on
May 11, 1921. »

In view of the decision as to the total amount
due from Germany, it is of interest to quote
from the report published by the Reparation
Commission on February 23, 1921, some of
the claims tendered to it by the leading allied
powers for examination and adjudication. In
order to bring these to a common denominator,
they have been converted into dollars at a rate
which is the average of themeans of high and low
rates recorded during the months of December,
1920, and January and February, 1921.

i [ Approxi-
i | mate
! Amount. i dollar
: | equiva-
i lent.
France:
Damage to property (in-
cluding interest).
Injurics to persons........
Great Britain:
Property damages, pen- | £2,512,070,375 9,380
sions, ete.
It 1Sepamt;ion allowances..... 7,397,832,086 francs.......... ; 501
Faly: i
Property damage, cle., ex- | 33,086,338,000 lire...........; 1,188
cluding shipping. .
Pensions and allowances. .| 37,926,130,385 francs. 2,499
Shipping 10sseS.e.eeenann.- £128,000,000.......... 472
Belgium: .
Property damage, ete..... 34,251,615,893 Belgian francs. 2,367
Pensions and atlowances. .} 2,375,215,995 French francs. . 157
Rumania: Property losses, pen-| 31,099,400,188 gold franes 1... 6,002
sions and prisoners. 21.013.260.740 wold [ . L33
,913,269,740 gold francs i. .. y 2
Poland...coveeneeeeen {500,000,000 zold marks L. . ... 119
Yugo-Slavia:
Property damages......... 8,496,091,000 dinars.......... 246
Personal injuries. .1 19,219,700,112 francs. .. 1,267
greecﬁ sslovakis Gnduding 4,992,788,739 gold franes L..... 954
zochoslovakia (includin 10 190 108 .
caas b cier e 117,012,432,108 franes...... e 502
losscs through Bolshevistin- . 7/053 117,135 kroner.. 2 39
Japan: Shipping losses and | 832,774,000 yen.....ecueee... 403
separation allowances,
017 ) R PP 44,793

1 Converted into dollars at par.

The total claims, of $44,793,000,000, atiount,
approximately at par, to 188,000,000,000 gold
marks.? Had the Reparation Commission ac-
cepted these estimates, tho payments, omitting
minor claims not included in the above table,
would have been divided as follows:

Per cent, | Per cent.
Trance. ....ooeeeee... 32 Poland............n... 10
Great Britain. . ....... 22 Yugo-Slavia_........... 3
D71 | 9 ' Greece..oueuerenannn- 2
Belgium.............. 6 ! Czechoslovakia........ 1
Rumania.............. 13 ;Japan.....ccoeo...o.. 1

20 The Koynes estimate is as follows, conversion being directly into
gold marks. The rate at which francs arc converted is that used by the
commission (2.20), thus causing a wide divergence betweon the French
claims as calculated above and below: -

Billions of Billlons of
gold marks. gold marks.
France.......eeeecvenencannas 99 | Yugo-Slavia.......ccoeeeunnn
British Empire . 54 | Roumania...
Italy....

. 27 | Groece.......
6

Belgium 1
f li i Total..oveiniinrnnneen
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As against this division, the actual propor-
tions, as agreed at Spa and as applying to
the whole of the German and one-half of the
Austrian and Bulgarian payments, were:

Per cent. | Per eent,
France................ 52 | Belgium._.............. 8
Great Britain.......... 22 Greece, Rumania, ete.. 6}
Ttaly.. oot 10 . Japan, Portugal, each.  §

In arriving at the final figure for reparation
it is useful to recall some of the proposals as to
the payments to be demanded of Germany.
The figures arc arranged chronologically:

{-tmounts in billions of gold marks.]

Present

i falue Total payments.
The IIughes claim! at the i §00-1,000 ;
Teace Conference, say i
The American suggestion at | 100-125 -
the Peace Conference. : :
The Keynes? estimate,.......0 137 ¢
The Boulegne minimum,? - ; 105 plus a variable.
Juae, 1620. :

The Brussels proposal,t De- '...........0 269,
cember, 1920. i i

The Doumer proposalt at . 240 ° 328,
Parls, Jannary, 1921, i !

The Paris agreement,® Janu- § 6 53-83 | 226 plus 12 per cent export
ary, 192t. | tax.

The German offer? at Lon- | (27) i (30).

don, March, 1921. ; i
The Allics” alternative offers ... ... .. ' 90 plus 30 per cent export
at London, March, 1921. i tax.
The German proposal,? com- i 50~ 200 Gmaximum).
municated to the United ! 1
Stetes April, 1921, :
The decision of the Repava-
tfon Commission, l.ondon,
May, 1921, say :

137 (2 plus 26 per cont of ex-
. + ports) times unknown
number of years.

i

1 Mr. Hughes, the Australian premier, claimed the whole cost of thewar,
The estimate used is that of the State Department officials attached to
the American delegation at the Peace Conference and does not contain
an estimate of the value of property destroyed. *

2 « Teonomic Consequences of the Teace,™ 1920,

3 8ce pp. 1422, 1423,

4 See p. 1423,

5 Sce p. 1423.

6 F.xelusive of export tax. X

78ce p. 1424, Keynes andithe “Authoritative analysis,” quoted
in The }),ondon Times, assume the 50,000,000,000 to have becn the total
of proposed payments. This, however, scems unlikely 10 have been
ihe case, both in view of the arithmelie process by which the figure
was atrived at, of the subsequent German proposal, and of the pro-
posal at Versailles, (Sce November Bulletin, p. 1295.)

8 See p. 1424,

9 Sce p. 1425,

It is difficult to compare the Paris and second
London schemes. It 1s clear that even with a
liberal allowance for the levy based on exports,
the present value of the latter is higher than
that of the former. The yearly payments
under the former, however, would be in the

beginning smaller than under the latter (in
point of size) but the former would gradually
outstrip the latter as the fixed payments grew,
probably more than the indeterminate pay-
ments. Under the circumstances any esti-
mate of exports is so hazardous as to be practi-
cally useless, but it seems fairly safe to suppose

-that the London program, if ever carried out,

will take even longer m fulfillment than would
the Paris program, cven though that was
scheduled to last considerably longer than
Mr. Lloyd George’s one generation.

The difference between the London and
Paris programs is by some explained as a
difference in function between the two pre-
siding bodies, the supreme council and the
Reparation Commission, the latter being con-
cerned mairly with what Germany ought to
pay, the former with what she can. Other
authoritics, however, regard this distinction
as largely illusory, citing the fact that the
Reparation Commission, under the terms of
the treaty, is required to give Germany “a
just opportunity to be heard,” and to hear
arguments by Germany as to her capacity to

ay.

The final decision may be characterized as
resulting from two lines of development: The
element of a variable annuity, based on some
index of industrial prosperity, was suggested
at Boulogne, abandoned in the Brussels pro-
posal, reincorporated in the Paris decision, and
finally given a larger place on the London
schedule, Germany’s export trade being ac-
cepted as the criterion of industrial prosperity.
The other line of development was in connec-
tion with the predetermined annuities. Apart
from the variable items, at Boulogne the simple
scheme of equal fixed annuities was adopted.
At Brussels the principal of progressive an-
nuities was incorporated; it was further ad-
hered to in the Paris agreement, and finally

| abandoned in the London schedule, where the

regular predetermined annuity was fixed at
2,000,000,000 of gold marks. In the final
scheme, therefore, the total payments were
made to rely for their elasticity on the variable
annuity alone, no provision being made for
the lessening of the burden of the payments on
the earlier years of fulfillment.
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THE FIRST THREE YEARS OF GERMAN
REPARATION.

PART III.—_MODIFICATIONS OF THE TREATY.

THE SPA AGREEMENT.

This article will be concerned in the main
with the negotiations subsequent to the sec-
ond Conference of London, which concluded
with the acceptance of the Reparation Com-
mission’s decision by Germany on May 11,
1921; for, with the qualification noted in the
preceding articles, no true modifications of the
treaty of Versailles could take place until the
Reparation Commission had announced its deci-
sion. Prior to this date, however, one important
concession had been made to Germany in the
matter of coal deliveries. This was at the Spa
Conference, in July, 1920.

It will be recalled that, under the treaty,
Germany’s liability in coal was, for 1920-21:
To France, say, 25,000,000 tons; to Belgium,
8,000,000 tons; to Italy, 6,000,000 tons. De-
spite periodic reductions by {the Reparation

ommission of the deliveriesj required from
Germany, the actual deliveries had invariably
fallen short of the demands. In fact, at the
time of the conference, Germany was delivering
at only one-half of the required rate. Yet, at
the same time, it appeared that without the
consent of the commission, contracts were bein,
made with dealers in Switzerland and Hollan
involving the delivery of 35,000 and 80,000
tons per month, respectively. The German
delegates at first professed their inability to
deliver more than 1,100,000 tons per month,
while the Allies offered as a temporary conces-
sion the delivery of 2,000,000 tons per month
for the next six months. Later Germany pro-

osed to deliver 1,400,000 tons per month from

ctober 1, 1920, and 1,700,000 from October 1,
1921, on condition that the food situation had
improved by that time.
always to tge fore in this connection, for it was
clearly perceived that German production
could never increase to the necessary dimen-
sions without an increase in the food supplies
for the miners. 1t was reported by the London
Times on July 16 that Mr. Lloyd George and
Herr Stinnes had made a bargain that, if the
Germans on their side would raise their offer
to 2,000,000 tons, the Allies would increase the
price at which the deliveries were estimated.
Accordingly the Germans made & proposal to
deliver 2,000,000 tons on several conditions.
First, that the Allies would pay to Germany,

The food problem was,

in cash, the difference between the German pit-
head price ! and the world market price of coal;
second, that the Allies’ intention of establishing
a commission to supervise coal movements be
abandoned; third, that a mixed Allied and
German commission be set up at Essen to study
the condition of the mines; fourth, that the
Allies provide a fund for feeding German miners
and improving the housing conditions.

Ultimately terms for the next six months ?
were imposed, the main features of which
were as follows:

(1) Germany to deliver 2,000,000 tons per
month.

(2) A ]iremium of 5 gold marks per ton to be
paid by the party receiving the coal in addition
to the price as fixed in the treaty, to be ex-
pended in providing foodstuffs for German
miners.

(3) A joint commission to be set up at
Essen to seek means of improving the con-
ditions of the miners, with a view to greater
efficiency.

(4) The Allies to make advances to Germany
to the extent of the difference between the

rice mentioned in (2) above and the
erman or British export price f. 0. b. port
(whichever be lower), such advances to enjoy
an absolute priority over all other claims of
the Allies against Germany. These advances
were to be in the form of credit, not of cash.

(5) If the first three months’ deliveries fell
short, the Allies would proceed to occupy the
Ruhr Valley or some other hitherto unoccupied
area.

(6) A permanent delegation of the Repara-
tion Commission was set up in Berlin, to pass
upon the production and distribution plans
submitted by the German authorities in pro-
viding for the deliveries to the Allies.

In January, 1921, the Spa agreement lapsed,
and with it the credits aIl)lowed to Germany,
the payments of 5 gold marks per ton, and the
reduced demands for deliveries. Hence there
was an automatic reversion to the terms of
the treaty which have not since been revised
in any permanently important respect. The
fixing of the demands since that time seems to
have been based partly upon German capacity
to deliver and partly upon world market con-
ditions, and the arrangements made were in all
cases merely temporary. A return to the pre-

1 The German price was artificially kept down by Government regula-
tion. On the authority of Mr. Keynes, the difference between the
German gnthead price and the British export price was about 70 shillings
per ton (100 shiliings loss 30 shillings) at this time.

2 The period of the agreement is important, for at its conclusion the
terms thereof lapsed, and the treaty conditions came into force again.
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war avenues of trade was marked by a Franco-
German agreement, in August, 1921, -that
France would deliver 3,500,000 tons of Saar
coal annually to Germany. The Wiesbaden 2
agreement provided ‘that, if France did not re-
quire all the coal she was entitled to under the
treaty, Germany might export the unrequired
amount and pay France on the German deliv-
ery basis. ’Fhen in January, 1922, the coal
demands were fixed at 5,750,000 tons per quar-
ter, which is somewhat lower than the Spa de-
mand and very materially below the treaty
demands. There were in addition various
price adjustments made, such as that of August,
1921, when the finance ministers decided that
France should be charged for sea-borne coal
deliveries up to August 31 at the German inter-
nal price, instead of the British export price,
a distinet concession to France in view of the
low price of German coal, kept down by gov-
ernmental regulation.

THE WIESBADEN AGREEMENT.

The events which, after the Reparation
Commission’s decision, gave rise to the most
lively discussion during 1921 were the con-
versations between M. Loucheur and Herr
Rathenau, at that time the French and German
ministers of reconstruction, and the agreement
concluded at Wiesbaden which was the out-
come thereof. The agreement signed on
October 6 is very complicated in its docu-
mentation, but may be understood merely as
a convention simphfying reparation pa.fyments
by providing for the direct supg}y of resto-
ration materials to France. It will be recalled
that the treaty provided * for the liquidation
of a part of Germany’s obligations by deliveries
of such materials, for which it was later agreed,
the recipient country was to pay over to the
commission the fair value thereof in currency
or bond coupons within a month of their
receipt. The Wiesbaden agreement, in effect,
replaced the }iertinent arts of the treaty, so
far as they related to France, by an arrange-
ment for larger deliveries with partially deferred
credit given therefor in Germany’s reparation
account. Up to May 1, 1926, Germany was
to deliver a maximum of goods, including
deliveries under unimpaired annexes of the
treaty,® valued at 7 billions of gold marks. The
deliveries were to be facilitated by a German
and a French com