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I attach for your infcmattm a copy of tha mamomndum 1 have made of the
conversations I have been hawing with Hr, Wirgin of the Swedish F‘oreign Office
on the subject-of the 7 million lm)nor. As you will see from this, the Swedish

‘Government proposed the payment to t.ha UN High Commissioner for Refugees on the

understanding, which is unfounded, ' t.hat. this canld be done within the framework
of the present Allied~Swedish Agmmt. “The amral position whieh I tock with

,him ‘Was oae which had been. agraad to by ths ‘fhraa &avemmenw.

\

I amhopefulin the light ofmytalkmthi&r. Virg;m of October 2 that we
will fiow be able to resolve the problem along the lines of my previous. discussion
with him, However, I am not certain we can get British and Frenchidigr
on the papers with:ln a fow daya tj.me as t.he Swodes apparantly hopm.

kttachmnt.
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CONFIDENTIAL - :ﬁ | ¢ ECEFP D-37/46

- May 22, 1946

EXECUTIVE CCMMITTEE ON ECONOMIC FOREIGN POLICY s

'L/h

Department of State
_Office .of I?"c'om:»rnlc Securlty Policy

MEMORANDUM - § © May 9, 1946

To: Mr. Carr ‘ |
From: §. J. Rubin
Subjeot‘ The Proclalmed Llst

. It is suggested that a brief memorandum be distributed
to the members of the interdepartmental Executive Committee
on Economic Foreign Pollcy The memorandum should in sub-
stance be as follows: It is not believed that a meeting of
the Executive Committee|is necessary at this time, unless

S it is requested by some member of the uXGCUthE Committee

' 1. The question of the continuation of the Proclaimed
List has been taken up by S5tate Department officials with:
British officials. - The| British reaction was that the List
could be continued beyond May 8 until June 30, 1946, but

that June 30 was. the absolute terminal date so far asg the
British were concerned. I The British also indicated a. prefer-
ence for withdrawing the List at the .same time 1n both the
Eastern and the Western‘hemispheres.

2. Dlscussions hsve been beld in accordance wlth the
directives of the uxeoutlve Gommlttee, with Assistant -Secre-
tary Braden and members of his gtaff. It has been agreed
with Mr. Braden's office that the List for the Western

. Hemisphere, like the Lilst for the Eastern Hemisphere, will
be continued until at least June 60 the date for final with-
- drawal for any country remaining the gsubject of further
‘consultation. This agreement is subject to possible alter-
ation,. should the negotiations with the neutrals, which are
now current on the subgeot of German external assets, result
in agreement that the Llst would be retired, prior to

June 30, 1946 in ‘any one of the neutral countrles.

3. The State Deoartment has nresently under consider-
ation the desirability|of a further aporoach to the British
on possible continuation of the List beyond June 30, 1948.
The objective of such Oossible prolongation of the. Llst
would be integration of the listing procedures with the
current negotiations Wiuh the neutrals. .A further report
on this matter will be submitted at an approprlate time,
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Gold Declaration of February 22, 1944

: Eieasury Department,
' : Tussday, February 22, 1944.

Secretary M@rgenahau today . issued thﬁ following .
declaration: ! ‘

On January 5 1943, the unit@d States and certain others
of the United Natgana[issu@é a warning to all concerned, and
in particular to persons in neutral countries, that they

intend to do their uimost to defeat the methods of disposses-

sion practiced by ths |governments with which they are at war
against the countries|and pecples who have been so wantonly
assaulted and despoiled. Furthermore, it has been annocunced
many times that one of the purposas of the financiel and
propsrty contrels of the United States Govermment 4is to
prevent the liquidatian in the United States of assets looted
by the Axis through duress and canquasto

One of the partiéular maﬁheds of dispossession practiced
by the Axis Powers haa bosen the illegal selzure of large
amounts of gold belcnzing to the nations they hawe occupied
and plundered. The Axis Powers have purported to sslli\such
looted gold to various countries' which contimue to maintain
diplomatic and commercial relations with the Axis, such gold
thereby providing an important source of forelign exchange to ya
the Axis and enabling the Axis to cbtain much-needed 1mports o+
from these countries,| .

The United btatas Treasury has already taken measures
designed to protect th@ assets of the invaded count;ies and to
prevent the Axis frcm disposing of looted currencids, securities,
and other looted aassﬁs on the world market, Similary, the
United States Governmsnt cannot in any way condone the policy
of systematic plundering adopted by the Axis or participate in
any way dirsctly or 1adir@ct1y in the unlawful disposition of
looted goldo : o

In view of the ﬁawagaing fac tz and conhiderafionsg the
United Stals Governaent formally declares that 1t does not
and will not reﬂovnzfa the transference of title to the looted
gold which the Axis at any time holds or has disposed of in
world markets. It further deglarea that it will be the peliey
of the United States |Treasury’not to buy any geld prssently
located outside of the territorial limits of the United States
from any country which has not broken relations with the Axis,
or from any country witich after the date of this announcement
acquires gold from any country which has not brdkan relations

| 204259
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with the Axis, unless and until the United States Treasury
is fully satisfied that such gcld 1s not gold which was
acquirad directly or|indirectly from the Axis Powers or is
not gold whizh any such country has besn or is enablsd %o
r¢lease as & result of the acquisition of gold directly or
indirectly from the Axig Powers.”

It i8 understoocd that a similar declara*ion is being
issued Simultansously by the United Kingdom Treasury, and by
the Unlon of Soviet Socialist Republics. :

204260
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212 FOREIGN RELATIONS, 1944, VOLUME II 5, 0
elaborate machinery for reviewing and initiating action on all listing | 19 rAAME
cases, it is not believed that a situation comparable to that of th9‘~ % )
British will exist regarding attendance at meetings of the Interde- A | b

tmental Proclainied List Committee, considering its technical com- v
gz:ig:: :nd 1;uacesssau'y compactness. in order that the French au- ~ CONCERN OF THE UNITED STATES OVER ENEMY AT-

thorities may fully weigh these considerations, the Embassy is most « TEMPTS TO SECRETE FUNDS OR OTHER ASSETS IN
cordially invited to have a representative attend several meetings qf 'NEUTRAL COUNTRIES: INCE_PTIQN OF THE SAFE-'
the Interdepartmental Proclaimed List Committee as a visitor. Addi- HAVEN PROGRAM , :

tionally, if it should develop in the joint study of certain cases ‘ 840.51 Frozen Credits/12479a : Circular tefegram

i i i ' presentative ) S
that efficiency would be gained by having a French representative V Tho doting Soovstors of Svte 1 Gorisin Divomatio and Cumodar
participate in discussion before the Committee, the Embassy will be g vtary f A p an

invited to have an officer attend meetings of the Committes for that

purpose. . ‘
WasHINGTON, January 16, 1945.

' A VZASmNGTON, February 22, 1944,
There is quoted below the text of a declaration issued by the Secre-
tary of the Treasury 2 at twelve noon Eastern War Time, February 22,
1944. - A similar declaration was issued by the United Kingdom and
U.8.S.R. Treasuries.? : : ’
~__“On January 5, 1943 the United States and certain others of the
United Nations issued a warning to.all concerned, and in particular to
gersons-m neutral -countries, that they intend to do their utmost: to
efeat the methods of dispossession practiced by the %ovemments with
which they are at war against the countries an(f peoples who have been
so wantonly assaulted and despoiled.* Furthermore, it has been an-
nounced many times that one of the purposes of the financial and
- property_controls_of-the United-States.Government is-to-prevent.-the
liquidation in the United States of assets looted by the Axis through
duress and conquest. ‘ S
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S *In Algeria, Argentina, Anstralia, Bolivia, Brazil, Canada, Chile, China, Co-
S R e lqmbia; Costa Riea, Cuba, Dominican Republic, Ecuador, Egypt (repeated tothe -

. diplomatic representatives for Greece and Yugoslavia), El Salvador, Ethiopia,
Great Britaln (repeated to the diplomatic representative for Belginm, Czecho-
slovakla, the Netherlands; Norway and Poland), Guatemala, Haiti, Honduras,
Iceland, India, Iran, Iraq, Liberia, Mexico, New Zealand, Nicaragud, Panama,
Pardguay, Peru, Portugal,.Spain, Sweden, ‘Switzerland, Turkey, Union of South
Africa (Pretoria and Capetown), Unibn of Soviet Sociallst Republics, Uruguay,
and Venezuela, ’ ) V '
: Henry Morgenthau, Jr. o ) )

A memorandum of December 27, 1943; by the Chief of the Financial Division
: (Livesey) stated: *“The general policy expressed in the proposed declaration
3 was thoroughly cleared in the Department and approved by two Assistant Secre-
y taries and the Secretary. The Treasury was told of this general approval and
of collateral suggestions by the Department of State that the issuance of the
statement should be taken up with the British with a view to having them take
parallel action.” (740.00113 European War/1253b) =

In a memorandum of December 20, 1943, the Chief of the Financial Division
noted that Harry Dexter White, Assistant to the Secretary of the Treasury, had
informed him in a telephone conversation on that date that Secretary Morgen-
thau, several days before, had suggested that the consultation with Great Britain
regarding .the proposed Treasury declaration be broadened by also consulting the
Solviet Union (740.00113 European War 1939/1278).

For text of Inter-Allied declaration against acts of dispossession committed in
territories under enemy occupation or control, January 5, 1943, see Foreign Re-
lations, 1943, vol. 1, p. 443.
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One of the particular methods of dispossession practiced by the
Axis powers has been the illegal seizure of large amounts of gold
belonging to the nations they have occupied and Tundered. The gxis
pewers have purported to sell such looted goldp to various countries

which continue to maintain diplomatic and commercial relations with

the Axis, such gold thereby providing an important source of foreign
exchange to the Axis and enabling the Axis to obtain much-needed
imports from these countries. -

" The United States Treasury has already taken measures designed

to protect the assets of the invaded countries and to prevent the Axis -

from disposing of looted currencies, securities, and other looted assets
on the world market. Similarly, the United States Government can-
not in any way condone the policy of systematic plundering adopted
by the Axis or participate in any way directly or indirectly in the
unlawful disposition of looted gold. :

In view of the foregoing facts and considerations, the United
States Government formally declares that it does not and will not
recognize the transference of title to the looted gold which the Axis
at any time holds or has disposed of in world markets. It further
declares that it will be.the policy of the United States Treasury not
to buy any gold presently located outside of the territorial limits of
the United g
with the Axis, or from any country which after the date of this an-
nouncement acquires gold from any country which has not broken

relations with the Axis, unless and until the United States Treasury

is fully satisfied that such gold is not_gold which was acquired __.

directly or indirectly from the Axis powers or is not gold which any
such country hasbeen or is enabled to release as a result of the acquis1-
tion of gold directly or indirectly from the Axis powers.”

You are instructed to bring the above declaration to the attention
of the appropriate officials of the government to which you are

accredited, and to inform such officials that it is our sincere hope that

tates from any country which has not broken relations -

740.00112A B.W,1939/365972 : Alrgram S - .
The Secretary of State tothe Ambassador in the United Kingdom
' L “\Winant) -

W asuaIncroN, April 25, 1944—5:10 p. m.

A-702. Ifsucha communication has not beén §ent wii':hin recent
months, the Department believes that a circular instruction shou}d
be sent to the missions at Stockholm, Lisbon, Madrid, Bern, Tangier
and Ankara requesting them to be on the alert for any information
or evidence relating to enemy attempts togecrete funds or other assets
in neutral countries for safek‘éeging, or}e;' other purposes, and to
report all pertinent information immefha,bely fp_the Department.
‘Meanwhile the Department will appreclatt? receiving from you the
text of any communications of this type which may .have been sent by
you or MEW ™ and also copies of any reports which you or MEW
may have received from the missions with regard to enemy attempts

to place their funds in neutral territory.

¥,

HuiL

The National Archives, FEA Records

The Director of the Special Areas Branch, Foreign Economw A‘df‘n.iw

- istration (Stone)-to-the-Chief of -the Eastern Hemwpkere~wam. .
(Merchant) ,

WasHiNGTON, May 17, 1944.

Dear Livy: Later this year military developments may threaten

trade communications between Germany and the iberian Peninsgla
or Turkey or other EKuropean neutrals. One of the problems which

—— will-then-arise: wiﬂrb@-aﬂlasti-minum,—ﬂightr'of—(}erman-_capiml—_for%s&:feﬁ —

*
3

THE N

, _REPRODUCED AT

WESY L - f

AL ASGH

v
o

. :REPRODUCED AT THE NA¥IO?

_their government.will_take parallel action.t———

STETTINIUS

® A note of February 22 from the Soviet Ambassador (Gromyko) cited a letter

" from the Acting Secretary of the Treasury (Bell) to the effect that the provisions
_.contained in the last paragraph of the Treasury declaration would not be applied

to operations on gold transactions of the U.S.8.R. The Acting Secretary of
State (Stettinius); in his note of February 22 to the Soviet Ambassador, con-
firmed that the provisions in the final section would not be held operative in
respect to gold transactions of the U.8.8.R. (800.515/973) Co
*During 1944, according to Department records, the following Governments
declared publicly their adherence to the declaration, or notified the Department
of their acceptance of its prineiples and their intention to implement the declara-
tion: Belgium, Brazil, China, Czechoslovakia, Dominican Republie, E1 Salvador,
Ethiopia, Greece, Gudtemala, Haiti, Iceland, India, Iran, Liberia, Luxembourg,

Netherlands, New Zealand, Nicaragua, Norway, Peru, Poland, Union of South -

Africa, and Yugoslavia.

keeping in neutral territory. Enemy firms, officials and individua.ls
will, no doubt, attempt to transfer legally owned wealth and loot in

their various forms such as gold, gems, securities and money, and will
" be under spécial pressure to accelerate such exports while it is still

physically possible. German assets in neutral territory will no longer
be usable for purchases of war supplies and hence will be av:allable for
other purposes, possibly for transfer to tthesf,ern Her.msphgare.
Our Government will no doubt wish to consider taking stronger
measures than heretofore to offset this form of enemy activity. It
might be decided, for example, to exert pressure on the neutrals .to_re-
fuse such enemy capital exports-or altematnfely to catglogue existing
‘caches as part of a joint program in preparation for ultimate post-war
settlements. ‘ ) o o
While it might now be too early to take final action, I l?ehev_e a use-
ful purpose would be served if informal preliminary discussions on

7 British Ministry of Economic Warfare.
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A~C1RNG: &b

 A~C: MNr, Carr .

With rsforence to your nomoranm of h’brwy 23 eoacerning a
proposed telegran to London regarding economioc sanctions to achieve
Safehaven odjectives, I p&eeive no obdecticm to referring to the

‘Execntiw Committee a proposal prevming mers definitely for mch
sanctions. i |

1 hama s minor Wstimln regarding the wording of one of the |
‘phrases in the telegram, brackets indicating muions. underseoring
Ansertionsy %, . . 1t is felt ‘that she important polnt to e stressed

48 the willingness of this &ammnﬁ to [withhold the ecomomic

Favors which 1t has ths power o bestow, until_and unless the

.. -econemic and ﬂna.ncia.l oh;ectivee are ach&we w gush W

; lzdle to obtain the egomomlc and
m M which are of imcressing mpertance nov that
tra&e with Germany is nmitod or no. .longer passmh. '

Thie revision 1s, I think more in accerd vith the - nentra.l palicy
document and also avoids the phraee Yeconomic favors®, Bsonomic

‘favors might be interpreted ae meaning treatment more favorable than

that granted to most countrloa, whereas I think we mean- that ve would
xmt grant treatment as favorable as that granto& to . moet &muias.

- 204265
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Safehaven. Proj egt ,

MEMORANDUM OF CONVERSATTON

i
o
H

Jan. 29, 1945

‘%ﬁpﬁiy,?ﬁrqﬁaéefﬁiégram and Safe Haven: - SPaln -

T
4

1A -State . mr. 3olap1ana . FEA.‘“”Q”' 1
LA ~State - Nr. Butler - FEA .

WE- ~Statef &r. Harwiaon - FEAJ”;T,A“

.Gl --Statafﬁ = o
FMArStat&]w;.

ss Bennisan, Ec&, end Mrs. Davis, REA .

¥
The problem af the abo?e lisbed cammittee waa the’

consideration of the draft of the Supply Purchase Agraenant

wlth Spain in its’ ralatimn to the 3afe Haven projeect. At

“the second. maattng of ths Burop an,Nautrals Conmittee 1t

was agreed that the American view would be studied and

- formulated for presentation at the nexx maating of the
~ ENC on February 2. 3.

The chief aspact >f the problams ars as rollowst

1. Daaire to prasent a unified United Hatiena Program
‘to the Spaniah‘ i :

2. Heed to’ sdapt general Safe Havan pnaject to the
, -peﬁuliarities of the Spaniah acene. o

3. ﬂecéssit" to maintain as strong a. poaition as
apaagible in tne nsgetiationa"‘}
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1y : r;}sf‘l-\, ;.)u‘ 9 ECEFP SUBJECT FILE : :
H i mermre pmeren e T TN F”e 5 193 . 4. HEMISPHERE SELF- SUFFICIENCY’
i w7 4 P4 h Project
w .ox 7 L Safe aven i
. Tﬁs me@ting &1scussed at some 19 hk he aifficulty
of getting agreement wl%ﬁ'the Breitish . Jor others) on

the details of Safe Haven for 1nclusion in the Supply
Purchasg Agreement. It was finally- agroed-that 1t would
‘probably bs best to present the Supply Purchase Agreement
to the Spanish with s general statement of the Safs Haven
objecfive, with no detalls on prdcedurs, ste., to be given.
It was sxpected thet all. VeS. 8gencles: concerned .end the
‘British os-well wouldiagree to the ehange in the draft and
that agreement might include a request for the formulation
- of an Hispano~TUK-US canaultative comuittes to conaider
S the detalls ss well: as all ouhar prcblema arisiag fr@m this
genar&l project. ,i : : : . ,

R

It was furthar agreed that tha aafe Haven pesple Wﬂuld
draft tne appropriste section. for inclusion in the Supply
Purchase Agreement an&'alsu draft a telegram to Madrid and
London, outlining the issuos, the suggestiona above, and
‘requestinb eomments. A , o

Tho @ninien of the Madrid &nd London.Em%assies weuld
also be requested on the &dviaability of presenting safe
Haven bafore or no later than %ha pwaaentatian of ﬁha

' Supply P&re&ass ﬁgreemanz. S ; -« »

Euch.of the mﬂeting was ﬁevoted uQ'thS devalepment
of . the agreement- outlined above. end to: sonsideration of
yarieua practieal. prcblama in connectian th& wafe Havan
~work 1n sPain; Lo T il : o

fgﬂf‘é)
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cet Miss.Dennison, TCA - SR
s ¥rs. Davis, WEA | .
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5. 19.I ECEFP SUBJECT FILE

———4. HEMISPHERE SELF- -SUFFICIENCY:
vy Safehaven Project :
N .)‘ ’ ; ) N .
3’? t ; ! W
6" 1 , A -
WP - Mr. Baker | - “
Yr. Russell ; 12/9/k
ECA - Mr. Carr |
. ‘ N
3‘.{)’
{
As indieated in thal attached mamorandzm of December l.,,
' clearance has been obt.a.ined for the establishmnt ef an
understanding that the comsittes would maintain ¢lose liaison
with thé Executive comittee and include the Exscutive
Committee Secretariat m its distribqtion lists f@r all
agenda, mimtes, and docxmeuta. A
. wﬁ%b&ﬂw*ﬂ }
R ”//5/4/ 5/ Ww
4 Ow,p
At.t.achment .
Memo of Dec. kL, 19% \
i
: ;
? | ~
|
g ;
ECA:RMCzar ;
\.3 ’ ’ |
: ; 204269



http:omm1t.t.ee
http:lnterdepartmeat.al
http:attacb.ed

Entry‘ /

I 105 N 7 o o

*'1:L %MWI*J-UQQ3 F:He' 513J

ECEFP SUBJECT FILE ‘

4.  HEMISPHERE SELF- SUFFICIENCY:

Safehaven Project

ECA -~ Mr. Haley
A=A - Mr. Acheson
ECA - Mr, Cary

/ ;/WQMVX @ﬂ’"‘ ke

December &4, 1944

Hr. Russell's mamorandum of November 18 has besn
referred to me with tha request that I look into the
matter of the propossl for the establishment of an
interdepartmental committee on the safehaven project. .
It was believed in this conneotion that there wag &
misunderstanding end that FiA did not favor the
formal establishment of an interdepartmental

committes on this subjact.

This matter has now

been discusased furthar by W7 and FMA, end it fs
understood that FiA now conours in the proposal

to establish suoch a oomnittee.

Furthermore, a&s

a result of this diaoussion, the memorandum
attached to Mr. Hnsaell‘s memorandum to Hr. Teft
of November 18 was revised on November 25 and a
copy of the revision is 1nclndad in this file.

T it ia agroed ta aatahliah an 1nterdopartmenta1
'committeo on the safehaven projact, T suggest that

it rot de set up as a subcomnittee of the Exsoutive
Committee, since it will presumasdbly be concerned

 only with operstions.

Its status should rathex

be that of the sp-celled related committees with
which the E£xecutive committee maintains close

liaison.

Acoordiagly, the proposed conmittee

should include %he Execubive Committee Seoretaeriat
on its distribution list for all esgenda, minutes

end doouments.

The qearetariat ‘would then be in

a position to brins to the Executive Ccmmittee
such activities of tha committes on the safeohaven
project ag might 1nvo1ve poliey questions and -
make arrangements ror referring suoh mattera to

the Exseutive cnmmittee.

If you ooncur IJwill 80 infbrm'WT.

ECA:BMC:pa
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740.00119 EW/4-2745 : Telegram _
- The Chargé in the Soviet Union (Kenman) to the Secretary of State

FOREIGN RELATIONS, 1945, VOLUME III

Moscow, April 27, 1945—1 p-m.

L [Received April 27—8:23 am]

1381A. ReEmbtel 755 March 14,2 p. m. [midnight] and 1057 Apri]
6, 10 a. m. [p. m.]. Additional evidence of Soviet policy of seizing
and removing to Soviet Union German material or equipment in ad-

. vance of any réparation settlement is given by observations of a com-

petent official American observer who has just returned to Moscow from
trip through Ukraine, eastern Poland and White Russia. He reports
extensive movement eastward of used German machinery and equip-
ment,of all kinds. He observed, for example, two entire trains loaded
with turret lathes, one trainload of steel rails and bars, one of threshing
machines from East Prussia, one of farm wagons, etc. French, Ger-
man and Ttalian rolling stock which could not be used on Russian gauge
_ without adjustment was being moved east on flat cars. All informa-
" tion reaching Embassy indicates that Russians are seizing and trans-
porting to Soviet Union without compunction any German materials,
equipment or supplies which they feel could be of use to them.

- Kenxay

740.00119 BAC/4-1845 : Telegram

The Acting Secretary of State to the Ambassador in the United
A Kingdom (Winant)

2 tion of looted gold may come up in the EAC discussions on restitution.
0 The gold question may be accentuated by the discovery of the Reichs-
“y bank gold by the Third Army. For your guidance, the Depa.rtmentfs

views are as follows: , : v
(1) The Gold Declaration of February 22, 1944 % indicated es-.

- plicitly that United Nations subscribing thereto would not recognizé
the German title to gold taken from the occupied countries. s

. (2) The reparation documents prepared in the Department, of
- which you have copies, indicated that looted gold found in Germany.
- would not be subject to restitution but would be prorated. (See final,
report of Interdivisional Reparation Committee, ECEFP D-19/44".
“Part 2, page 10; and Summary : Report on Reparation, Restitution, €
cetera, ECEFP D-37/44, page 11 para (g)). .o

26:6 For text, see Foreipn Relations, 1944, vol. 1, p. 218, or 9§ Federal Regisﬂf?ﬁi

o N ot printed,
% Foreign Relations, 1944, vol. 1, pp. 287, 295,

e

FE _ Wasaorow, April o7, 1945—T i
ey 8315 Reurtel 87817 April 13, Comea 216, It is noted that the ques-

i nent that transfers of |
4 tp mean that looted and

GERMANY 1201
3) It seems necessary to revise the views of the Department as
( 4 in the reparation documents, since. the puk:hc announce-
s th gold would be regarded as }nva,hd bwoul(.i see:’1;1l
identifiable gold found in Germany 1s stil
persons or ‘countries fI‘O!{'l whom it
litically or otherwise feasible to at-
the property of Al-

regarded as thedprqperzy Of'ﬂ;;
en. It does not seem

xl:ﬁ:aii?;rorate gold which is thus declared to be |

he?éf);m%?(f;w;&fposéé of your discussions with EAC, therefor}a,ay%u

dould adhere to the principle that gold, 11ke qther pro%;rtz;;:niuto

‘ect to restitution if identifiable. I.{owever_z it .seerr}lls ldpb tant 0

inake the point that in this case especially restitution Eii 0;; u1§_ mited

to the returning of identifiable lqoted propert% an 1 ds £m0h not be

extended to cover the replacement of looted gold by got hich camnot

be identified ag having been the property of. the cqulx: ry(; o ﬁ%l o

Since the ap@éaﬁicn of the restitution principle as ahic;v e Y

result in one/bountry recovering its stock.of gold wi :h e e

not, Depargnent believes gold recovez:ed‘ln Ge_rmany P ey

sumed to be unidentifiable unless convineing Q‘E.Tlden% to the contrary

can be presented. =~ Graw

40.00119 BW /42845 : Telegram . ' . .
The Acting Secretary of State to the. Ambassador in the Soviet Union
: (Harriman)® »

970. The President has appointed Edwin Ww. T‘Pa,tﬂey,ele;eea;su;;rtgz

Democratic National Committee, as the Amemct:::i Ifss por of Dhe

Reparations Commission with the ranlf qf Ambassador. X

will be his associate with the rank of Minister. 1 23} the ques-
Since Maiski raised with you (reurtel 1317, April ? hins plans

tion of the Reparations Commission by asking about Lu p ;

you may inform him that: ’ N ‘
1. The date of the American delegation’s departure has not def:
Initely been fixed.

t 1mdersﬁand why the
2. i States Government does no ;
SOVig}gog?rlgﬁnt has not issued an invitation to the French Govern
e

'q 3347 with the fol-
Dep?rtmenltn?iicates full British

(14000119 TW /4-2845)

* President éruman's letter of appomltmeg'
“‘g letter of September 14 from Mr. Pauley
Not printed.

dated April 27, is quoted in
the Secretary of State, p. 1280,

- wasaTNGToN, April 28, 1945—=Tp. m. "~ 7~
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.cases, it is not-believed ‘that a situation c '

£:cases). it is not” th : comparable to that &f th

B;lilsh will -ex1stv.rggard§ng attendance at meetings of the?']fnc;z"g:“
partmental Proclaimed List Committee, considering its technical 011;12-

position and necessary compactness. In order that the French ‘ni: -

thorities may fully weigh these considerations, the Embassy is most

cordially invited to have a representative attend several meetings of e

gfn{gf;@ipg;tnfnﬁ ]é:iroclaimed List Committee as a visitor: Addi:
ally, if it sho evelop in the joint study of cer o AR
; : L E ! dy of certain casés
viiiiifﬁ?&"ff srow'd bo gained by having Fronch ropresentativg
s iscussion before the Committee, the Embassy will be
}nwted to have an officer attend meetings of ’d;e Committeenyﬂl be
purpose. ‘ ' b or that
WasaINeTON, January 16, 1945,

-~

».“elaborate machinery for reviewing and initiating action on all lidting

‘CONCERN OF THE UNIT

The Acting Secretary of Stat

_ _which they are at war against the countries and peop

' ED STATES OVER ENEMY AT-
- TEMPTS TO SECRETE FUNDS OR OTHER ASSETS IN
~ NEUTRAL COUNTRIES: INCEPTION OF THE SAFE-
~ HAVEN PROGRAM . ST
840.51 Frozen Credits/12479a : Circular telegram> . L
¢ to Certain Diplomatic and Consular
Officers* )
4 " WasminNaToN, February 22, 1944.
There is quoted below the text of a declaration issued by the Secre-
tary of the Treasury ? at twelve noon Eastern War Time, February 292,
issued by the United Kingdom and

1944. A similar declaration was
U.S.S.R. Treasuries.® . ‘

“On January 5, 1943 the United States and certain others.of the
United Nations issued a wamingutoaall.concemed, and in particular to
ersons-in neutral .countries, that they intend to do their .utmost: to

cfeat the methods of dispossession practiced by the governments with

¢s who have been

so wantonly assaulted and despoiled.* Furthermore it has been an:
nounced many times that one of the purposes of .t,ile‘ﬁnancial and
property controls of the United States Government is to prevent the

liquidation in the United States of assets looted by the Axis through
duress and conquest.. : :

1in Algeria, Argentina, Austra:lia.‘Bolivia,' Brazil, Canada, Chile, China, Co-
lombia, Costa Rica, Cuba, Dominican Republic, Teuador, Egypt (repeated to the
dip_lomatic,qepresentatlves-for;,(}r,ee,c,e_and Yugoslavia), El Salvador, Ethiopia,

Great Britain (repeated to th

slovakia, the Netherlands, Norway and Poland), Guatemala, Haiti, Honduras,
Iceland, India, Iram, Iraq, Liberia, Mexico, New Zealand, Nicaragua, Panama,
Paraguay, Peru, Portugal, Spain, Sweden, Switzerland, Turkey, Union of South
Africa (Pretoria and Capetown), Union of Soviet Socialist Republics, Uruguay,
and Venezuela. ' '

* Henry Morgenthau, Jr.’ V ' o

3 A memorandum of December 27, 1048; by the Chief of the PFinancial Division
(Livesey) stated: whe general policy expressed in the proposed declaration
was thoroughly cleared in the Department and approved by two Assistant Secre:
taries and the Secretary. The Treasury. was told of this general approval and
of collateral suggestions by the Department of State that. the issuance of the
statement should be taken up with the British with 4 view to having them take
parallel action.” (740.00113 Turopean War/1253b) o )
> In a memorandum of December 29, 1943, the Chief of the Financial Division
noted that Harry Dexter White, ‘Agsistant to the Secretary of the Treasury, had

informed him in a telephone conversation on that date that Secretary Morgen-
ltation with Great Britain

thau, several days before, had suggested that the consu
regarding the proposed Treasury declaration be broadened by also consulting the
Soviet Union (740.00113 European War 1939/1278).

“Tor text of Inter-Allied declaration against acts of dispossession committed in
territories under enemy occupation or control, January 5, 1943, see Foreign Re-

lations, 1943, vol. 1, . 443,
213

¢ diplomatic rei)resentﬁtﬁé*for‘Belgium:(}zech()-g-vv‘ —
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One of the particular methods of dispossession practiced by the

Axis powers has been the illegal seizure of large amounts of gold
belonging to the nations they have occupied and plundered. The Axis
powers have purported to sell such looted gold to various countries
which continue to maintain diplomatic and commercial relations with
the Axis, such gold thereby providing an important source of foreign
exchange to the Axis and enabling the Axis to obtain much-needed
imports from these countries. - : - )
" The United States Treasury has already taken measures designed
to protect the assets of the invaded countries and to phreve’nt the Axis
from disposing of lootedcurrencies, securities, and other looted assets
on the world market. Similarly, the United States Government can-
not in any way condone the poﬂcy of systematic plundering adopted
by the Axis or participate in any way directly or indirectly in the
unlawful disposition of looted gold. .

In view of.the foregoing facts and considerations, the United
States Government formally declares that it does not and will not
recognize the transference of title to the looted gold which the Axis
at any time helds or has disposed of in world markets. It further
declares that it will be-the_policy of the United States Treasury not
to buy any gold presently located outside of the territorial limits of
the United g '
with the Axis, or from any country which after the date of this.an-
nouncement, acquires gold from any country which has not broken
relations with the Axis, unless and until the United States Treasury
is fully satisfied that such gold is not gold which was acquired
directly or indirectly from the Axis powers or is not gold which any
such country has been or is enabled to release as a result of the acquisl-
tion of gold directly or indirectly from the Axis powers”®

tates from any country ‘which has not broken relations - -

THE ' SAFEHAVEN PROGRAM 215

740.001124 B.W.1939/365974: Alrgram - S S
The Secretary of State to the Amliaz’mador in the United Kingdom4%
‘ (Winant) . '

W asurnweron, April 25, 1944—35:10 p. m.

A-T02. If_such a communication has not beén sent within recent
.months, the Department believes that a circular instruction should
be sent to the missions at Stockholm, Lisbon, Madrid, Bern, T angier
and f}nk:}ra requesting them to be on the alert for any information
or evidence relating to enemy attempts to secrete funds or other assets
in neutral countries for safekeeping, or for other pufposes, and to°
“report all pertinent information immediately to ‘the Department.
Mesdnwhile the Department will appreciate receiving from you the:
text of any communications of this type which may have been sent by::
.you or MEW ™ and -also copies of any-reports which you or MEW< .-

miay have received from the missions with regard to enemy attemptsy,

to place their funds in neutral territory. -

. . Huowo
e e e o P

LAl

‘The National Archives, FEA Records

Th:e Dirfactor of the Special Areas Branch, Foreign Economic Adm@'ﬁ-
istration (Stone) to the Chicf of the Eastern Hemisphere Division -
(Merchant) ' ‘

WasningToN, May 17, 1944.

" You are instricted to bring the above declaration to the attention ~

of the appropriate officials of the government to which® you are
“accredited, and to inform such officials that it, is our sincere hope that

their government will take parallel action.® .
i ‘ STErTINIUS

* A pote of February 22 from the Soviet Ambassador (Gromyko) cited a letter
from the Acting Secretary of the Treasury (Bell) to the effect that the provisions
contained in the last paragraph of the Treasury declaration would not be applied

- to coperations on gold transactions of the U.S.8.R. The Acting Secretary. of
State (Stettinius), in his note of February 22 to the Boviet Ambassador, con-
firmed that the provisions in the final section would not be held operative in
respect to gold transactions of the U.8.8.R. (800.515/973)

¢ During 1944, according to Department records, the following Governments
declared publicly their adherence to the declaration, or notified the Department
of their acceptance of its principles and their intention to implement the declara-
tion: Belgium, Brazil, China, Crzechoslovakia, Dominican Republic, E1 Salvador,
Ethiopia, Greece, Guatemala, Haiti, Jeeland, India, Iran, Liberia, Tixembourg,
Netherlands, New Zealand, Nicaragua, Norway, Peru, Poland, Union of South
Africa, and Yugoslavia.

20427
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trade communications between Germany and the Iberian Peninsula
or Turkey or other European neutrals. One of the problems which
will !;hen. arise will be a last minute flight of German capitzil for safe
,kefepmg in neutral territory. Enemy firms, officials and individuals
Wﬂ}, no c-loubt, attempt to transfer legally owned wealth and loot in
their various forms such as gold, gems, securities and money, and will
be m}der special pressure to accelerate such exports while it is still
physically possible. German assets in neutral territory will no longer
be usable for purchases of war supplies and hence will be available ?or
other purpeses, possibly for transfer to the Western Hemisphere.
Our Government will no doubt wish to consider taking stronger -
measures tha_n heretofore to offset this form of enemy a,ctivityt.' It
:rflillght-:be decided, fo%' example, to exert pressure on the neutrals to re-
Acajﬁ :Such enemy cap{tal expo’rtso}- alternatively to cataiogtie existing-
:settlemaei fss-trt of a joint program in preparation for ultimate post-war
. »fufﬂfhlle it might now be too early to take final action, I believe a use-
‘ul purpose would be served if informal preliminary discussions on

" British Ministry of Eeonomic Warfare.

Diw Live - Later this ye‘ar» Tilitary ideirelopments"may* threaten -~
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articipate fully in suéh international
cies and that the German people be

The achievement ..
nt of these objectives will require that g nany eventually should p

s possible Nazi princi T .
and finance, amli) th(:if) If;é):pfﬁén? ted from German trade,’}ngmc'kl Hiiic organizations and agen
similar forms of free economic as};o t‘;mfle URIONS, Cooperatives;iy to determine the nature of their economic systen, subject to
range elements in the program whi c}l}athn be restored. The J; : sirements outlined in this and the foregoing sections, and to
be essential to achieve the inte ra? this Government consig ;ﬁe evelopment of democratic institutions in Germany. - R
economy and which should be ingst't ion of Germany into the o‘;]t is further recognized that immediate post-hostilities problems
consistently with the reparation al (111 ted as soon as this may be d; iy require” the temporary pursuit of policies ‘inconsistent with
‘above,v include, but are not necessa, ]:11 short-range objectives outj; of the long-range objectives. Theé immediate need for food-

rily limited to, the following:: for example, may require continuation of measures for the

ot of agricultural prices a

1. The ex p " .
mlf—sufﬁcienfgrosx'léZZOg: tlglfé,']}ll(;OOSt industries artificially creat .1: ad the maintenance of production;
n %hgg?]gigsistex1t but orderlgrsisd];z%i?)i \ggl'ld qompet_iticin(; »erc- LE though this pmduétion may beé-of a Qh‘fxrapter WhiFh in the long
3. the elih;sinngglble period; agricultural protection ;¢ should be discouraged by “the reduction of 'agrlculturg,l pro-
and multiple curre xilc ofd discriminatory trade practices, bilat e - tion. The need for the maintenance of industrial production for
4. the organizat.iorjl7 ‘a;‘élcesd;m- ; . > Yl ateml_']sym {Frgent civilian needs, for reparation, for reconstruction, and possibly
other economic institutio administration of German business ani SEo 4 for the prosecution of the war against Japan may similarly
policies and institutions a,sn § in consonance with guch i utsmess. and SR dition the {reatment of German industry. The need for assuring
as a whole, with pacti may be established fopth International 3§ o - _ e neea Tor assutiy
combines: | particular reference to inter t,e world economy the minimum: import requirements.of Germany may, during the early
5. full & mployment of national cartels and % weupation period, require ad hoc trade and payment drrangements
of those commodities 3 énanpqwer and resources in the production ot fully compatible with a multilateral system, freedom from quotas,
which the German 6001101:11 Sierwm of a non-military chag;(::ts Ct?m f: e 1o s nevertheless of impo
y 1s well adapted. T 3 be clearly formulated and clearly kept in view,
2B pedients of a different character be adopted only

nge policy, and th

]
oo
iy

that transitional ex-
after a balancing of

This Governme
. ng I'egards the carrvi £
:i::z}trsl for th.e success of its gengaffgeczﬁ);f SHCh-ai program as il emergency need and of long-ra at where such transi-
securit %reat mportance to it as a COIltI‘ibut%c pOhC%eS: and‘ also i§% tional arrangements are ‘adopted they be kept under continuing
cam-yinyg’. 02?::3 it will tend to 1) prevent G:;'l;l to internationsl JB scrutiny with a view to abolishing them or tapering them off at the

rtance that the long-range objectives

204277

'Of'German, 0 6OOT0!
. dable Obstaﬁ;les to Itlﬁ:lzls;:g}ons, ;?) FeMOTE SOme of the thost formi |
make possi .. 10n of trade barri P

the Gel;mS:;blee thle rising standard of living I)‘:‘: e:snd 4) eventually % _: [Enclosure 2]
It is reco;;li(;gde’ under new leadership,’ to the peairy ¥ reconcil
range objectives wiltlhat t}{e accomplishment of the fiai:tﬂ?mer;t' 3

for developing ad require that Germany be afforded going or}f
maintenance of Po?i?gseaﬁzp?mt.ma?kets and will also Orlégzirf:nt]hz

as German : X institutions, by oth :

to be realiz%d ‘21 o il permit the pI,‘ocZeds 22 G(gzntnes as W:gi

therefore that th lr;tematlogally convertible currenci rman eXpo
not only on acts b; éﬂl realization of such a prog cles. fit folg)wi
i . ermany but ram is dependent ¥
ac}(xilevemel{t mternationa}]yyo‘f th: I::‘on progress toward the genem} . broader question of a general
?;}te of {Lrtlcle VII of the Mutual Aiée’fflv% of the Atlantic Chartef k. United Nations hope to attain cer
be f}iiﬁin O}f‘ Germany into a world ei:::;;lentsf. The long-rang’ tity objectives. While not in itself a ma
compatible Z(;o;e:;%cug;f‘sﬁ Ot? er’ major countéeg aigliliype Can?;fj Objectives, a reparation program Cim,

s i 1cies for the- : . o pursulls .

nomic Slg‘nlﬁcavnc‘a Of fr . maxnnum reduct. i
: . on ion of the e
International collaboration me;: and thecdeVeIopment of agencies of E b the Execative ©
. 15 to the interesi of the United States August 4, ek o
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- greatly help- or hinder their attainment. This Government has ap-
proached. the problem of German reparation with a view. to reaching
a solution which would facilitate-the attainment of these objectives,

“The “direct” interest of the United States in German reparation, i.e.
in the amount of reparation which this country: may receive, is small.
The claims of other nations which have suffered severely from Ger-
man aggression are direct and substantial. The.main concern of this
Government with respect to German reparation is that the program
aid in the attainment of (or interfere as little as possible with) its
economic, political, and security objectives and policies.

" Broadly stated, the general economic and political objectives of this

Government are as follows: - I
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- 1. The preservation of peace by a system of collective security and
disarmament of the aggressors. , ' .
2. The early return fo a multilateral system of international trade
and finance through the removal of excessive barriers to the movement
of goods and funds. o . o
3. The rapid reconstruction and rehabilitation of war-torn areas.
. 4. The maintenance of high levels of employment and standards of
iving. : o _ .
5. %Vith respect to Germany :* L -
" @) Thecontrol of German economic war potential.” This; how-
“-.-.ever, is not-assumed to imply a large-scale and permanent impair-
.. ment of all German industry. . .- .. .. o .
. -b) The elimination of German economic domination in Europe.

T ) “The eventual integration of Germany into the world
© econom, : TV > WIS
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_ certain mninimum basic principles; .. . oo e

é. g; interim reparation ogganization and the relation of this orga-
nization to-the machinery of Allied economic. control of Germany;
"3, the development in advance of the military collapse of Germany
of an @d hoc program for reparation deliveries which will meet the
immediate needs of -claimant countries. . Such:-an advance program
is essential to the orderly reconversion of “industry .and .lab,or to
post-war: production. . _ - ; oo

The purpose of su¢h an interim arrangement unld.bg to initiate agd‘-v
develop & large program of restitution and reparation transfers even
before the terms of a final agreement had been settled. .
A temporary arrangement of the kind contemplated would remain
in effect until a more comprehensive program, based on a-final agree-
ment, could be inaugurated. . » ;
IIL RESUME OF RECOMMENDATIONS ON-THE FINAL REPARATION AGREEMENT

The essential elements of the program recommended in the Repara-

tion Report may be summarized as follows:
1. Time Period. o : o .

_ The reparation period should begin as soon as the United Nations

_have the power to impose economic controls on Germany. - It should
be limited to a minimum of about five years from its inception but

- perhaps may have to be extended to ten. Both political and economic

considerations emphasize the need for a short reparation pe_rlc?d:‘ o

‘The urgent needs of the devastated areas for relief and rehabilitation

nomies in

and the desirability of restoring normally -functioning eco ‘
these areas as rapidly as possible demand quick and declgve action.
“Moreover;-unless-the United-Nations.stand -ready.to-exploit_fully the
opportunity for cooperative action during the early’»p’erl_od aftjer“t:he:
surrender of Germany, it-may prove difficult to accomplish' the aims
of the program. - -~ L B o
The one-way movement of goods-and services wl_ﬁch takes place un-
der reparation is artificial and necessarily different from hormal trade.
The longer it continues the longer is deferred the full resumption of
Tegular multilateral trade and the desired integration of Germany
I Into the world economy. > :
| ] “From the political point of view, it must be remembered that the
I ‘humiliation and cost of reparation will almost inevitably be associated
in the mind of the German public with the regime in power at the time.
For this reason, long-continued reparation would prejudice the estab-
lishment of democratic government in Germany and, indirectly, the
Waintenance of peace. ‘
The collection of substantial reparation from Germany will probably
. be impossible without fairly extensive controls over the German

£eonomy, Since this Government has taken the position that enduring

d) Tﬁe establishment of democratic institutions, including
___free trade union movement.

. TI. NEED FOR SPECIAL ARRANGEMENTS FOR THE IMMEDIATE
'\ L POST-SURRENDER PERIOD

“ It is unlikely that agreed decisions regarding all of the basic policy

: questions can be reached during the immediate post-surrender period:
It is essential, however, that a program of restitution and reparation

- transfers be initiated promptly, both in order to hasten Europea!
reconstruction and to avert an undue imposition of Furopean require:
ments upon the American economy while the war against Japan 18
still in' progress.

In order to bridge this gap, immediate discussions looking toward
agreement among the claimant states or, in any event, among the-
United States, United Kingdom, and Union of Soviet Socialist
Republics should be inaugurated. Preliminary agreement m}iS§

_promptly be reached on o

ENATION AL A

¥ . *PBased on General Objectives of United States Economic Policy with Bespecé 3E
. to Germany. (ECEFP D-22/44) [Fooinote in the original. In its final revisel,
form this document was designated ECEFP D-36/44; for text see p. 278.] -~
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e controls of this nature are undesirable ¢ the length of the reparation
period will need to be correéspondingly limited. o

It is realized, however, that the countries which have been devas.
tated by Germany will probably demand a much longer reparation
period. The long-range objectives of this Government make a five.
year period preferable to a longer one. If it is found Tecessary to
extend this period, however, reparation deliveries-should in no event

continue beyond ten years, . In case a period in.excess of five years is

adopted, deliveries should taper off toward the-end .of the extended
period. ‘ o : : :
2. Amount of Reparation. : -
Ini view of the numerous uncertainties surrounding the post-war situ-
ation of Germany, no useful purpose would be served in attempting
to estimate at this time the amount of reparation Germany will be
able to pay. These uncertainties relate especially to the amount of
damage to physical plant in Germany, the degree of disorganization or
disruption of the country’s working force, the nature and extent of
economic disarmament, and territorial adjustment. S
This much may bestated with confidence, however: - . .
~ 'a) Barring dismemberment or extremes of devastation, Germany
will be capable of paying, in absolute terms, a’ very substantial amount
of reparation. This has been made manifest by the proportion of

national income devoted by Germany (as well as by other countries)
“to war purposes. . ) ) ) S
b) Large as it may be in absolute terms the amount recoverable
. from Germany will, in all probability, be but a small fraction of the
~¢~ total admissib e_claims,_,an£

- -ydirect and indirect damage catised by Germany to the claimant coun-
““tries. It would be highly misleading and dangerous to let the notion
ain currency that Germany can be %orced, to make good all or even 2
arge Eart of the damage she has wrought.
¢) Reparation deliveries by Germany will be limited both in char-
acter an(]i) amount by the goods and services the claimant countries are
willing and able to take. B

Certain general principles regarding the amount of reparation are
recommended as follows: :

(1) As between the amount, on the one hand, and the time limit
on the period of reparation on the other, the time limit should be the
governing factor. This means that instead of beginning with the
assessment of a definite amount of reparation and adjusting the time
period accordingly, the maximum time limit should be defined from
the outset and the greatest possible amount, of reparation should be
collected during that period.” : '

t See EOEFP D-22/44, cited, p. 2. [Fostnote in the original.]

a.much.smallerfraction-still-of the-total—

——if-thére-is-any-surplus,-to-provide.cash repara
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Provision should be made for extending 'the time pe;if;;c;fg:glge Z:je:i
i ities -believe.the.reparation .program 1 sabo
the Allied authorities-believe the ' m I8 boing s
- v. in the event the reparation periof feranin
g o o years, it 1 be desirable to hold out to-.the
; re-than five years; it may esirable , o
t(:‘r)e:lgso Iﬁle- ;ossibilig;rbf,::educi_ng. the duration. of the I;flg:id Il’:;y-
fulfilling their obligations energetically. . The demsg»n as t;;o ug tﬁl o
tion of reparation should not-be »Pade known to Germa. v 8
approﬁria,te time in the light of political developments. 1 dould b
(2) During the period of reparation the Ge.rman peop. ](;é d red
permitted to retain such part of. their prtzlducczltm;l ia,s Virlrllzy ‘ itr;agﬁear
intain a minimum prescribed standard-of Lving.: b IS |
gla?t}lg execution of such a program wﬂl» rqug; eﬁ:;;t;}: ;ing:
over the economic life of the country, perhaps si ‘ ar
controls now in force.- .

During the control peried Germ:
that required: NN P N
aintai i inin : fliving.

: the prescribed minimum standard o )

gg ?;I?gggﬁuch%xports -as may be necessary to pay for :essgntml
German imports. o o
"¢) to furnish reparation. | o R o
The composition of German output and thg .repara.tmn sched}llg Sh(fl;of
be so fixed as to utilize all German production above that reqmre L fo

d (b) above. o _ o ,

(“Lﬁnfolfei‘ggh: exchange proceeds of exports s_ll_ould be_ut.l%lzqdﬂl;y 3;11(119
Allied control authorities to pay for necessary German imports and,

cs tion._ Imports_should

a’ﬁy’s ﬁmducﬁon will consist of

3 ! R I - e e f
be restricted to the amounts necessary to gfchtugtg ‘the above typeg,, 0
German production. . :
8. Form of Reparation Payments. ] R - :
The bearing of form of payment on the long-rapge pol}tlcal fiﬁ
security objectives of :this Government is.regarded:z}s an 1112}};}01‘ am
consideration. The most important question that arises t:; ins ]flon .
nection is whether payment should be made .p}'gdomma ;Z'S m Yand
or in cash. It is agreed that a policy o.f requiring paymen »in kind
with allowance for cash payments only in exceptional cases s
adopted. . .
 A: Reparation in Kind. ‘ .
Pa‘ymez;ts in kind can be made from the following sources:

.g) Stocks of goqtgslx; ipiment 1

Existing capital equip: S
6')) Cﬁrrentgpro uction of goods and services;
d) Direct labor services.

“Tother i i against
1 Other than those subject to festitution which would not be credited ag _
Yepargtion. [Feotnote in the original]
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Stocks of raw materials and food above certain minima for German

L uge will, no doubt, be taken immediately from Germany and trans.

ferred to the most needy ‘surrounding countries. . In regard to other
classes of goods to be included in payments in kind, deliveries should
consist of the widest possible range of goods needed by the claimant
countries for rehabilitation and reconstruction:purposes. Reparation
in kind should include machinery, electrical equipment, and any other

types of manufactured goods that Germany is fitted to produce and -

the claimant countries aré willing to accept,as well as coal; fertilizers,
chemicals, et cetera. Only in this way can Germany make its maximum
‘contribution to the European recovery.- = = . -

One major question, however, remains to be answered: To what

extent should reparation -come.out of existing stocks. of goods and _
- capital equipment and to what extent out of -current -production?

" - This question involves- consideration of the following factors:
(1) To what extent should deliveries be made out of existing stocks

of goods.and capital-equipment for the purpose of satisfying immedi-

ate post-surrender needs in the claimant countries! = . . .
Deliveries of this nature should be confined to the early years of the

reparation period, first, because they will make their maximum con-
- tribution-to-European reconstruction -in these years, when the need §

will be most urgent, and secondly, because such transfers in the later
years might impede the reintegration of Germany into the world
economy. -The transfer of equipment, particularly of equipment for
capital goods industries, should be subject to the condition that the
ability of such equipment to contribute the net reconstruction of

. Europe is not thereby seriously impaired. ... -

.

have the effect of reducing German- productive capacity and will

result in a reduction of reparation deliveries below the maximum .

obtainable over the total reparation period. It is believed that the
long-range security objectives and the contribution to immediate re-
construction in the claimant countries outweigh this objection in many
cases. It is recognized, however, that the great bulk of reparation

deliveries over the entire period must come from current production
since the reparation which could be derived from the transfer. of’

capital equipment would, in any case, be relatively small compared
to that available from current production. : :

(2) To what extent should German industry be rebuilt and oper
ated for the purpose of maximizing current production for reparation
deliveries? : -

It should be the policy of this Government to maximize reparation  § '

deliveries in so far as this is possible without extensive rebuild:'uflg7'5f
German plant and equipment. This kind of capital formation should

= Thispolicy of taking Téparation deliveries in the form of existing
% goods and equipment might be objected to on the ground that it will
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be kept to a minimum in Germany and should be permitted to the
maximum extent in the claimant countries. In general, Germany
should be permitted only so much capital expenditure as may be neces-
sary to maintain reparation schedules and the prescribed standard qf
living. It would be undesirable to leave Germany at the end quthe _
reparation period with plant and equipment much. newer and ‘more
modern than that of her European neighbors. S

* Qualifications to this principle would arise in instances such as the

following

a) In case of extreme devastation of German'industry it would be
necessary to allow some rebuilding before sibstantial reparation could
be delivered.-- -+ - ) L o

). A limited quantity of capital equipment of a “bottleneck™nature
will have,to be provided so as to permit German production to get
under way. . L -

It is clear that decisions in regard:to capital formation in Germany .. ..

‘will depend not only ‘on the extent of destruction but also on the -
types of plant and equipment destroyed-in both Germany and- the
surrounding countries. RS
--B. Reparation in Cash——- -

Cash payments depend-on the commercial policy and the readiness
to import of Germany’s potential customers.. A program of heavy
reliance on cash payments is accordingly vulnerable to the same diffi-
culties that plagued the reparation program of the twenties. It will
be possible to make use of cash reparation to the extent that a com-
mercial cash market exists for German exports and to the extent that

e o - the=control-authorities-decide=in -exceptional-cases to permit such——

exports to exceed those required to pay for necessary imports. The
gold and net foreign exchange assets available to Germany after the
restitution program has been completed will be limited. -

In a five-year reparation period there will be relatively little need
for cash payment. Cash payment, however, can serve a useful pur-
pose in taking care of exceptional cases and in lending flexibility to
the reparation program provided the total volume is kept- down to
a relatively small figure. *

If the period is extended to ten years, it may be desirable to in-
crease the proportion of cash payment in the latter half of the period.
With reconstruction substantially complete, the claimant countries
will be less needful of German goods. As German. resources are
released from satisfying the wants of surrounding countries, they

~can be turned increasingly_to the: production .of export. goods for .- - - -4

other markets on a commercial basis, thus creating foreign exchange
for reparation purposes and beginning the process of reintegrating
Germany into the world economy. :
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R ?]‘;ie'paration whether paid:in.kind or in' foreign ex¢hange should be
:strictly related to the export surplus of goods and services. actually

obtained from Germany. Any significant accumulation of -external

"i!::mdebtednessby‘(}emnany ‘during the period of reparation transfers
“18 contrary- to: the- objectives of this. Government. This precludes

-both commercialization of reparation through the floatation of new

credit to Germany. '

[

German securities abroad and- any..other substantial extensions of

Corr.i'mercialization or other borrowihg v;fould m éﬁ'e'ct;mean the‘
-financing of German reparation payments primarily by the United
:States and Great Britain. The continuance over a.long period of

years of payments by Germany may well become an internal-political

=';issue and thus create repercussions  which would interfere’ with the
long-range ‘political and security objectives of this Government.

Moreover, at present Germany’s credit worthiness is virtually nil. An

_estimation of Germany’s futuré credit worthiness.cannot -well be
-made until such time as the essential changes in her political and

‘economic structure have begun.. .
4. AMr)ar’tz'omnefn{Vofilgggyfvrqti‘onf - e
It is recomimended that the principal basis for the apportionment

of reparation among claimant states should be the amount of damage
to and 'loss of non-military property caused by or incident. to
hostilities. SR B

" This basis of admissible claims does not necessarily fivor property

owners over other classes of claimants such, for example, as those

suffering_personal. injury_ since_reparation payments will" be: made-

“to’ governments, not to individuals. Governments may dispose of

‘the proceeds of reparation-and make such compensation to théir in-

jured nationals as they see fit.” : o
A precise audit of property loss will be impossible. The total of

?adr.nissible claims will have to be reached on the basis of reasonable
‘estimates as determined by the appropriate Allied authorities.

It is recognized that the relative impact of property losses on

‘different countries may not be accurately reflected by even the most

careful computations. The hardships imposed depend on the circum-

-stances surrounding the loss and on the wealth of the country

concerned. _
- As a supplementary basis for the apportionment of reparation it i
recommended that occupation costs levied by Germany also be al-

lowed as an admissible claim but at a lower weighting than property
Jlosses.  Occupation_costs for this purpose should include .clearing

balances built up in Germany during the period of occupation. Some

~occupied countries have suffered relatively little physical damage -b}‘t
have undergone many other types of injury at the hands of the Nazi

5
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It is felt that it will be difficult to deny. the claims: of such countries
for some compensation. 7 o e, .

In recommending the foregoing two-bases for reparation claims,.
it is intended that all'other claims.should be excluded. :
5. Restitution and Replacement. =~ = ' o v

The principal recommendations with respect to this subject may
be summarized briefly as follows: . o R

"EURQPEAN ADVISORY COMMISSION -~

L a) Inprinciple there should be an ﬁrﬁlimi”&ad obligation dn Géﬁnaﬁij

to restore identifiable looted property, even though in practice official
efforts to locate such property will have to be confined to a limited
number of categories. : : ..

b) Restitution should be restricted to identifiable property in exist-.

ence prior to German occupation. Looted property should be re-

stored to the existing governments of the territories where the property
had its situs and not to the former owners individually. :
¢) Looted property should be returned in the condition in which it

is found.. The return of such property should not count as a credit. .
against Germany’s reparation obligation-nor should it be déducted.

from the reparation claim of the recipient. L )
d) All property transferred to Germany during the period of’
German occupation (except for current output) should be presumed to’

§~ ‘have been transferred-under-duress-and accordingly treated aslooted: -

property, o o
ef The right to restitution is not absolute. :The Allied authorities.
should have the discretionary right to prevent or postpone restitution
of vital equipment (such as, e.g., rolling stock) whenever such equip-
ment is deemed essential to assist the revival of a seriously disorga-’
nized country. : g - T -
f). It has been suggested that, in .addition -to' restitution and.

~=reparation,-countries-having-suffered-property--losses-be-entitled--to —————

“replacement”, meaning the receipt of an equivalent piece of property
for property lost or destroyed. It is believed that the “replacement”
category would be a source of confusion and that it would serve no
purpose that could not be served equally well by reparation in kind.
It is, therefore, recommended that no claims for replacement be al-
lowed except in the cases of (1) gold and (2) works of art and other
cultural treasures, these exceptions being justified by the peculiar
Importance attached to those categories of goods. )

9) Replacement of gold means that stocks of monetary gold found
by the Aﬁied authorities in Germany should he grorat;ed in proportion
to gold losses among the Alljed countries whose gold stocks were
looted. Tn no case, however, should there be transferred to any coun-
try gold in excess of its losses. o

8. Labor Services (Tentative). : _
.N.O final conclusion has been reached on this subject and it is re~.
®wing further study. In principle it isagreed that under appropriate

“onditions and to a limited extent labor services can be a proper and’

“Sefu! form of reparation. The chief problems relate to the method of
Select19n of the laborers, their treatment and length of service, and the
Valuation of their services.
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One suggestion receiving consideration is that there be two classeg

" " of laborers, one to consist of extreme Nazis such as members of the

Gestapo, S.S., etc., and the other to be recruited, on a voluntary basis
if possible, from the general German public. It is contemplated that
_the former class, which would receive punitive or semi-punitive treat-
ment, would be selected on the basis of previous political affiliation
or activity and not, like the latter class, on the basis of the needs of
claimant countries for labor services. The latter class should be
protected by more or less normal labor standards.

1. Reparation Commission. S

It is believed that questions of policy such as those discussed in
this summary are outside the proper scope of a Reparation Commis-

sion. The Commission should be an administrative body whose func-

tion, broadly speaking, would be the supervision and management of
the program of reparation and restitution. Within the broad limits
of policy laid down by the Allied-governments, it would be.granted
wide discretionary powers to determine the amounts of reparation
to be paid periodically, to schedule deliveries in kind, to make adjust-
ments in the schedules of payments, to determine whether Germany
“is ‘complying ‘with the provisions of the reparation settlement, etc.
The Reparation Commission should act in_cooperation with the
supreme Allied control authorities in German¥, which authorities
should have the power to review and veto any of the Commission’s
acts. : : :
The Commission should consist of representatives of all claimant
states, but equal plural votes should be provided for the United States,

. ownel‘shjp‘ The. .matter
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: i trals to transfer
: ; i -av of compelling the neu
oint of view there 1S Nno “t i{ls o o for treatment on the

olitical level.  in Germany | |
; in . .
Z')I?hé4 Zz:fxi?pé:)gemment should be requlretli1 t(;oreet:ém v:;)s t:ﬁ
owners Allied property in Germany where suc thp Ifm, mzer s =
d by German authorities or seized 1n-any other m: p _.m uch
queSt’erehall not be deemed to prevent German aut.horltles rom b
retumts exercise of the customary govevrnmel.ltal rlgl-lts over pnﬁrave
;egi)e:;ty. In the event that industries in which foreign owners ha

i i re
1 interest are required to be dismantled for security reasons or 2

subjected to other measures impairing the value of their assets, con- -

sideration shall be given to the qu,esti‘on of appropnat: cc:lmsl})irilsl?it}g;:
Where the property consists of liquid funds, such 1: ux(') D ot
carry with it the right to transfer the fupds out (l))fh the ; . ﬂri exoopt
in accordance with the exchange reguli_xtlons esta ’s ed by Hlie
auglci::lttﬁzs should have the right to. present reparation clagnihfc_:;
damage to or destruction of property in Germany belonging e

or their nationa}s.

9. Pre-War Debts and Claims. . :
American citizens have outstanding substantial ax(l}lrount_sno]i:f1 ili‘(em:?;
claims against both the German Govemment, andd erﬁ?n : nations s
These claims consist of short-term, 10ng—term? anhlco. e
gations, While the problem has not been thoroughly i gated,

is believed both politically impossible and economically undesirable to

IV. RESUME OF RECOMMENDATIONS WITH RESPECT TO SUBJECTS CLOSELY
RELATED TO REPARATION '
1. Treatment of Property.

a) German Property Abroad.

Each member of the United Nations should reserve the right to
retain and dispose of all German property and rights within its
territories, and to use the proceeds to pay off reparation ¢laims, and
possibly pre-war debts owed by Germany or its nationals to the
country in question or to its nationals. The value of property S0
retained or disposed of, regardless of the claims which it goes to
satisfy, should be counted as payment against the reparation claim
of the holding country. Germany can be left to compensate its
nationals for property so retained. N _

The problem of obtaining control over German property in neutral
countries is a much more difficult one, since from a strictly juridical

the United Kingdom and the Union of Soviet Socialist Republics. -~

S e LT

e A orioan oreditors of Germany entirely-to-their-own- devioes —— -

in protecting their interests. The mattex: should receive furt;he; eset&ldgf
It is recommended, however, in view of the grgzl i3 dlaims
reparation for reconstruction purposes, that pre-war GebtS anc.
receive a priority below that of reparation. . ,
3. Compensation for Injuries to Persecuted German M mo'r;fy groul’i;
It is considered appropriate for several reasons thatt}t1 eemiil;;?iaéy
Government be required in some way o compen}Slate npensation is
groups persecuted by it. The moral basis for suc ity baitin
self-evident. Moreover, it is now }'ecognlzed that ’I:ull(;:nya n dema%
and persecution is a potent weapon 1n the hands of to da flor spreading
gogues both for gaining political power at }-mmfaln that sill)xce Ger-
anti-democratic doctrines abroad. .Fm‘f"uy’ 16 1s Je t :housands of -
many was responsible for a situation 1n Wh}qh many o che
former (ferman nationals needed to be rehabilitated or resettled,
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"~'§1;6'uld contribute to the solution of that problem and not-be permitteq

to leave the entire burden to the outside world. - .

The restitution of property located in Germany is, on a numbey i;f '

grounds, regarded as an unsatisfactory answer to the:problem:

@) Most of the individuals involved aré either dead or‘sirtside the

country and many would not find it worthwhilé to return in orde,
to regain their propert, . ' "

" b) Large-scale .transga;'s of funds abroad.in full 'sa'tis-facti;m“;‘f? ;

these claims would be out of the question; . . .
¢) The full return of property to members of these groups at a
time when the general German public was passing through a period
of great difficulty would tend to create strong’ social tension ii
Germany. - T
d) Lack of proof by claimants, and the varying circumstances

under which property was lost or sold, would make the administrative 3

problem of restitution extremely difficult.

A two-fold contribution by Germany is, a¢cordiﬁgly ~rec0mmengie.d;’

(1) Resettlement Aid, i.e. payments in eash or in kind, to an inter-
national agency, to aid in t%
to persecuted minority groups. Such payments would be akin:to
reparation, but their amounts would be related to ‘the needs of the.
resettlement schemes rather than to the property losses of the
individuals concerned. ) )
(2) Indemmity for Property Losses. - In addition to the foregoing
payments, Germany should also be obliged in lieu of restitution, to,
provide an indemnity, up to some moderate maximum per. person,
to individuals who have suffered property losses since the inception
of the Nazi regimeé through discriminatory measures. Transfers of
guch indemnities abroad should be subject t6 the availability of foreign

-~ ,&changé-buttShoﬂd:receive'a'.priority'equa’ltt‘oith‘at"of’dth'éf??réparatlolf.
payments. o ‘ P ;
“"The foregoing recommendations ‘apply to German nationals, or
former nationals, situated outside Germany§ who have been sub-
jected to discriminatory laws by reason of their racial, religious or
political status. I :
- While the racial and religious categories are ¢usceptible of fairly
precise definition and do not involve unmanageable numbers, a mo-
ment’s reflection will show that the political category offers formida-
ble difficulties in both respects. In spite of this fact, it is considered

both impolitic and unjustifiable to deny compensation to those %

Germans who have suffered loss because of their political opposition
to Nazism while granting it to persons discriminated against o

§and' to stateless persons resident in Germany 611 or before September 1 .
1939. [Footnote in the original] - - - - . -

e settlement of individuals belonging
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! 8 ! itical category so
er grounds. - The problem-of deﬁmng_the pO,llt:lca eg ‘
:,ihzz ]ieep within reasonable bounds.the number included is now
iving further attention. S

i4o.0011,é'm0/8-2844> ) L s L
. Memorandwm. by the Representative of the Soviet Un»wn to thg y
‘ Europedn Advisory Commission. (Gowgv)f“ L
EAC. (44) 25 ~ Lonbow, 26 August, 1944.%
|  ConTroL MaCHINERY FoR GERMANY

At the present time, when it is still. difficult to detemﬁne in' every
> detail how events in Germany will develop’ after' her surrender, the
; immediate problem is to decide what Allied agencies should be set up

in Germany directly after the cessation of hostglmes and .the occupa-
> tion of Germany by the armed forces of the Union of Soviet Socxa.hsb
L Republics, the United Kingdom and the United Sta,tt?s of America.
The Soviet Delegation submits for the European Adwsory Cf)r{ums-
sion’s consideration a plan for the agencies of control ,and' @dmm'lstra-_
> tion to cover the first period of the occupation of Germany 1mmed1_ate1y
i following her defeat, i.e. the period during which Gemnany; wﬂl be
carrying out the basic requirements of unconditional surrender. .
> The purposes of these agencies will be f;Q'contrQl th'@. Qxequt}op’ by
& Germany of the Terms of Surrender and, of any“advqlll,tmnal‘reqmre-
. ments which may be presented to Germany in accordance with those

SRR,

disarmament of Germany, the abolition of the Nazi regime and the
Preparation of conditions for the creation in Germany of central and
£ § local organs based on democratic principles. - . .
- Accordingly, the following draft-agreement between_ the vaem—
ents of the U.S.S.R., the UK. and the U.S.A. re}gs'trdmg the struc-
: ture’ of Allied organs in the territory of occupied Germany is
- Submitted for discussion:— A e -
“L ’ ity i ill be exercised in its plenitude
by‘tlhesélgéegfnﬁgg%ﬁ?eﬁﬁﬁ? 3 rmed forces of the U.S.S.R., the
« UK.and the U.8.A., each in his own zone of occupation.
” Copy transmitted to the Department by the Ambassador in the United King-

dom in his despatch 17726, August 28; received September2. .
" Originally circulated in the European Advisory Commission by the Soviet

“Iresentative on August 25.
" 6662966620

ferms. The most important of these objectives are —control-of the -
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i ON .
REPARATION, RESTITUTION,

AND PROPERTY RIGHTS

Part One: - Recommendatlons with Respect to Reparatlon
Durlng the Immecdiate Post- Armlstlce Period.

. l
Introduction ‘ 1
i i
This repart attempts to deal, in a comprehensive
‘manner, with the nroblem of German reparation. It is
divided into three dlstlnct parts. The flrst devotes
attention tothe minlmum requirements of the 1mmed1ate
post~armistice perlod. The Committee reallzed that to
formulate a broad, 1nclusive final settlement, based
upon agreement among all the states claiming reparation,
would undoubtedly require a considerable period of time,
with the result that the necessary agreement]mlﬂht not
'~ be reached until 1ong after the armistice, Yet accord
with respect at least to a minimum number of)oasic :
principles together|with action consistent with these
principles, will be| immediately necegsary to deal with
restitution of looted property and to inaugurate a
reparation program. Otherwise German assets may be
dispersed or arrangements may be made which would hinder
the execution of such a I ograme ‘
- The initial portlon of this. report therLfore out-
lines the subjects, very limited in number, Whlch’con-
stitute an area of minimum necessary agreement, as
well as the type of organization which it is believed
would serve to handle the problems of the immediate
post-armistlce period. x

Recommendatlons with respect to a 1onger range -
settlement, more comprehenslve in nature, arne coantained
in Part Two, the maln body of the report, Thls is

- followed by Part Three, which considers property rlgnts
and other matters related to, yet not dlrectlv a part
of, any reparation|settlement. Part Four UrOV1des a
commentary on Parts Two and Three; here the}reasons for
the recommendations are given in. greater detail, to- -
gether w1th some dLscu881on of their 1mp11cat10ns..

I., Agreement
e

i
¢

-
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I. Agreement Among Claimant &tates

Reparation 13\3 matter of such ‘vital 1mportanca
to many of the clalmant states, . in partlcular the
occupied countriés’ of Lurope, that decmslons\relatmng
to this problem shopld be formulated on asg broad a
bagis of agreement -as possible, Prompt 1naugurat10n of
discussions with respect to the handling of reparation
and restitution during the Immediate nost*suﬁrender
period, together with prior eagreement between the

United Xingdom, the|United States, and the U\S S.R.

and leadership on. their part in the succeealnv discus=-
sions, should make ilt possible to reach accord with
respect at least to certain minimum basic principles
and to an interim mechanlsm to effectuate theh. ANy
temporary agreement so achieved would, of course,
continue in effect only until a more comnrehen31ve
program, based upon a more thorough examlnatloﬁ of

the problem, could be inavgurated,

II. Area of Agreememt
. - T | v

The minimum pr inciples upon which it is believed
agreement must De reached are gquite limited in\number,
but essential to the prompt and orderly initiation of
reparation, These are indicated'below, In Part Two
of this report, these|topics are treated more compre—
hensively; parenthetical references are to the relevant
portlons thereof. = - ‘ \

1. Purpose of reparatlon. , i

The reparaulon settlement should serve prlmﬁglly
as a means of speedlng physical reconstructlon’in
the United Naulons, though the payments need not
be narrowly conllned to this purpose, ]

2o Need for substantlal reparation, 1

Germany should'lbe recuired to make substgntlal
reparation payments, though these payments must
be tempered to Germany s capacity to pay and to
the willingness of|claimant countrles to receive
reparatlon. (111, %)

3. Relation of reparatlon to German standard of
living, f

: i
H
Reparation paymgnts should be large but Qot g0
large as to reduce |the German standard of llvlng

‘below

.

204285
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below a tolerabie minimum.'

4, Form of Paymént

(a) From current production, During the early
period payments on reparation account from
current German prcduction should take the form
largely of scheduled dellveries of boods.

|

(b) From ex1stlng stocks, Seizures. for repara-
tion payments of capital equlpment and existing
-stocks should not be carried to a polnt where
they would so impair the eff101ency of German
production as to threaten the minimum German
standard of,|living, or make 1mposs1bﬂe the
production of exports adequate to Germany's
minimum needs, including the needs of indus-
tries produc1ng reparation goods, The probable
ugefulness of these selzed articles to the
recipient countrles must also be taken inte
accounts i

-5+ Restitution éhd replacement.

There should be an unlimited obllgatlon upon
Germany to restore ‘looted property, In practlce
however, restltutlon will have to be subjected te
limitations reau1r84 by the needs of Europaan
reconstruction and by con31detatlons of adminis-
trative fea51b111ty.

Preliminary agreement should also be rea@hed
on essential aspects of the treatment of differ-
ent types of looted property, In partic?lar,

- a) Looted property should be restored to the
~ then existing overnments of the terrltogies where
the property. had its situs and not to the former

owners 1nd1v1dually,

i b) Restltutlon should be restricted t6 property
‘ in existence prlor to German occupation,

c) Restltutign of property should be made apart
from and in addition to any dellverles made by
Germany as reparatlon,

) !

d) Replaoement should be limited to looted
gold, works of srt, books, and other cultural
treasures., '(VII} !
A special

-

| - 204286
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4 special subSoctlon of the organlzatlon created -
tc handle reparation could be established to deal .
with restitution,|together with the closely related
problem of the transfer on reparation account of
existing German: capltal equipment or stocks of goods
or these tasgks could be entrusted to a spec1a1
commigsion.

t

6., Labor Services) _ |
. . :
Lakor services|can be justifiied on the prag-
matic ground of maximizing Germany!'s contribu-
tion to the rooonstructlon of the damage she has
wrought in Zurope, Such services might be{economi-
cally desirable if they contributed more, in a
broad sense,’ to reconstructlon than would the.vame
personnel employel in Germany producing reparation
i goods.v

éuch lgbor as may be used for reparation labor
service should not be drafted indiscriminately
from the German population, but should be tiaken
from its most fanatlcal Nazi elements, such as the
58, the 8A, and the Gestapo. .

Agreement should also be reached as to the
amount and the allocation between countrles of the
labor to be usea. (VIlI 2) : ‘

1
i
!
l
|
r

111, Admlnlstratlon oﬂ Reparation

To admlnlster durlnv the immediate post- su%render
period the collection. and transfer of reparatlon, in?
line with the foregomng minimum principle s, speczflc
organizational arrangements will be essential, |The
agsurance of prompt and adequate reparation deliverles
will require far more than a 31ngle agency dealﬂng with.
that partlcular problem. In view of the certain dise
- location of German 1ndustry and trade gs a resullt of
"~ devastation, shortages, economic breakdown, and |the
, delays of reconversion, a comprehensive system qf
control over German procduction will have to be main-

- tained or reestabllshed. For the restoration of, even
a minimum of foreign trade, an agency to exercise the
. widest powers in this Q1eld will be essential. [Recom=-
- mendations lookln* toward the establighment of such

control bodiss are belng made to the Post-war qugrams
. Committee by the Interdivisional Commltteo on Germany
(CAC-149 and CAC-189),!

il On the dssumption

v

2042817
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On the assumption that the nroblem of controlling
the industry and the fprelgn trade of Germany ils met
by the creation of approprlate agencies, the Committee
on Reparation recommends the following ‘administrative

arrangements with resp%ct to reparation.

1, Establishment. Lf an Interim Reparation Commis—
gion, reprasentln5 on as wide a basis as possible
the' various claimant states, .

2 This Commission should prepare estimate@ of
reguirements for' rcparation deliveries 1in the
claimant states, present to the forelgn trade
control authority requests for deliveries of
reparation goods,| and apporticn among the yarlous
claimants such goods as are nllocated to’ it.

3¢ The Reparation| Commission should have the status
of a major claiment before the foreign traae control
authority, which, will be responsible for alloca~
ting the availablo export goods, 1ncluding[those

for reparation. Thls agency, in turn, will be one
of the ma jor clalmants before the authorlty con-
"trolling German productlon, In case of serious
~disagreement as to the share of exports allocattd

to reparation, thc Reparation Commission should

have the rlght‘of1appeal to the Allied Control
Commission or other appropriate body,

4, If agreemunt on the apportionment of the shares
of reparation among the claimant states has not
been reached when|the Reparation Commission begins
to function, Shlpmbnts of rcparatlon goods shoudd
be directed to those arcas in which,in the| judg-
ment of the Comm1531on, the need is grcatest, Any
disparity between|early deliveries and subsequcnt
apportionment of - ahares could be corrected in later
delivsries, :

Camments: The imp0831b111ty, after Germany 8 surrunder,
of leaving the functionlng of that country's economy to
the "natural® economic|forces of the profit motive, com-
petition, and:consumers! demand is undlsputeu. lAgreecw
ment appears to be well-nigh universal that  in viéw of
the devastation causedlby war, the deterioration likely
to occur in all activitles after defeat, ths 1mmense
tasks of- reconversion and the accumulated pressure of
powsrful inflationary forccs, the existing strong con-
trols over economic life will have to be maintalned,
though modified~-or, 1f these collapse, new controls

will
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will have to be oroated. 0therw1se economic cpnditions
in Germany will be chaoticas |

[ .
Most vital of the needed agencies of economic con~-

trol will be one whlch1=egulates the directlon{of German
moduction, zuiding iF into various channels according

- to some determined svstem of priorities, (See| CAC-149

' for recommeondations on this topic,)

In the field of " %orelﬁn trade, the primary task
of the relevant control authorlty will be the rcsurrec-
tion of an international flow of .goods, even OL the
most moderate scope, | For with Germany s surrencer, the
clearing agreemcnts w1th her neighbors, which have
constltuted the channels of trade as well as the in=-.-

- gtruments of German economic and political domlnation,
i will be abruptly termlnateu. An agency will be needed
. to establish new bases of trading, to stimulato and
. perhaps procure imports essential to maintain’ 1n opera-
tion the German eoonomy, and to control and fostor the
exports required to pay for the necessary 1mports.
Such a foreign trade control authority will in all pro-
. bability be set up on&a tripartite rather thanla United
;  Nations basis, since it will have to work under the
Occupation Authorlties, with the Allied Control Com~-
mission, and with any‘agomcy {presumably likow1se tri-
- partite) cstablishecd to control, direct, and allocate
German production, It may be presumed also that this
agency will be prlmarlly a policy~determining body
with the actual: admlnlstration carried out by the staff
of existing or reformed German control authorlties.

Reparation will constltute an intégral yeé distinct
part of total exports. The purpose of reparation A%liv-
eries is not the normal one of procuring goodsior ser=-
vices in exchange, but of serving as an uncompensated .
contribution to European roconstructlon. Slmlﬂarly,
the problem of the authorities in preparing ostlmatcs
of what the claimants need and might take as reparation
goods 1s distinct from the scheculing of ordinary com-
mercial exporits to thgse same countries, or others,
although the two prooéssos are clearly interrelated,

To ascertaln th poconstruotlon needs and [to pre-
pare statements of reguiremcnts, as well as to allocate
reparation deliveries among the various claimant coun-
trics and to adgudlcaﬂe disputes with respect to tech-
nical reparation matters, the establlshment at the

PR | »(i_ earl&ost
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carlicst p0351b16 moment of an Interim Reparation Com-

mission seems praferable to subordinating thlé peculiar

export function to the authority of the general

foreign trade controﬂ agencye IThe closest collabora- :

tion between these two bodies will be essentidl, however,
" since the whole ficld of available export gooda and .

their allocation to c@mpetiné uses will be inviolvecdis

It will also be necessary to establish intimath working
relationships with UNRRA, because of the closs| connec-

; tion betwesn reconstruction, relief, and rehab;litation,

|

|

.

- - - 204290




8 N 'l RG 257
'Auﬁ*or*“f***“°""°°% | Entry /72
33 IE r'm Oa&e,_“) 2?5

F:"Ea 5.19% ECEFP MEETINGS '
' 3. Documents 11/44 - 20/44
‘Box £Z ‘

a%yaa S R P

. . § R .
— i : ; .
. B % . ) .
0 B EEED < . .
Bois ) C e
A ol . o
. 3 M ‘ i) I "
" & ey . . . H . 53753
X b Y PP Lo . ; . ;
" , R ;A
@

|

SUMMARY: REPORT ON REPARATION, RESTITUTION, AND
PROPERTY RIIGI-TTS

|

% The problem of German reparation is immedletely
related to the broader questlons of a general peace
-settlement, through which the United Nations hope| to
attain certain polltlcalg economic, and security pb» ‘
ljectives, While not in’ "itself a major means of achiev-
ing these objectives, a :reparation settlement could,
depending upon its nature, help or hinder- their attain-
ment. The imposition of| an unduly harsh burden could
50 weaken the German economy as to generate bitterness
and despair, and promote. the aeventual rise to power

of those elements in thelppulation bent upon aggression
and revenge. A "goft" gettlement, on the other hand
Would lack the deterrent]effects of a moderately heavy
one, would fail to prov1de substantial aid to buropean
reconstruction, and would provoke strong resentment
among claimant nations whlch hive suffered severely from
German aggression. The{Interd1v181onal Committee| on
Reparation, Restitution,| and Property Rights, therefore,
has approached the problem of German reparation with a
view to reaching a solution which would avoid these
dangers, and which would | facilitate the attainment of
the political, economic and securlty objectives of this
novernment.

e
i
1

le- Immediate-vereus Final Settlement

|
§ :
| It is improbable that a final reparatlon settlement
can be agreed upon untllla considerable time after the

- defeat of Germany, yet the machinery of reparation widll
have to be started socn*after the armisticee. Therefere

a set of minimum recommendations is put forward to

cover the perlod until a|more comprehensive program

can be set in motion. The basic principles 1nvolved
differ in nd important Wav from those suggested for the
final settlement, The establlshment of a temporanv or
interim Reparation Cemm1831on to handle reparatlon
matters, which will have to work in'close: cooperatlon,
with the authority resp0n31ble for controlllng'Germany's
foreign trade, is recommended. It may be 1mp0351b1e ‘

to include all the ‘claimant states in the: short-run
agreement Yet the de0131ons relating to a protﬁem

as vital as reparation shculd be reached- on as broad

a basgis of agreement as p0831ble.

. 0 II. Resume
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! 1. Resume ef Pre osed Final Reparation Settlement

i

The essential elements of the pregram recommended
by the Committee are herew1th stated in condensedlform° 1/

l. Purpose of Reparation, The reparation settlement
should serve primarily a3 a means of speeding physmcal
recenstruction in the Unlted Nations, (I)

2, Need for Substantlal Compensatlon. Germany
~should be required to make substantlal reparation|pay-
ments; these will have tp be fitted to Germany's capacity
to pay and to the w1111ngness of claimant states to re-
ceive them. Individual Fl imants should look for satis-
factlon of their claims 'solely to their national govern—
ments. (I11)
{ e Apportionment of Reparatione. The pr1n01pal
ba31s for the apportlonment of reparation among clalment
btates should be damage to or loss of non»mllltary pro-
perty caused by or incident to hostilities or to acts
of Axis occupying forcesls Occupation costs should also
bo admitted as an alloweble claim, though at substantlally
lesser weight. (1V) :

l

: 4. Period and Form of Payment. Reparatlen]pay-
ments should be made over a period not to exceed INO
years., During the first}é or 5 years, payments élould
be predomlnently in the form of deliveries in kind,
which should include the}w1dest possible range of| goods
heeded by the claimant cpuntrles. Thereafter, subject
ro the -necessary safeguards, an increasing proportion
of payments might be mgdf in cash, (V) .~
, 5. Amount of reparation,s The total amount|of
reparation to be required of Germany cannot be deter=-
"mined until some timoc after the armistice, when the
assessment should be based upon estimates of such| rele-
vant factors ag German national income, consumption
requirements of the German public at a tolerable level
of living, the minimum qH.lowod sxpansion of capital
equipment, the share of nneome devoted in the pasp to
war, necessary governmental expsnditures, and support-
able levels of toxation, Yhe reparation program should
be designed to maximize ipayments during the prlOd of .
active primary reconstructlon, when the nced willl be
greatest. (VI)

- il . 6. Restitution

2/ References in parentheses are to~the relevant
! section of Part Two of the report,

|
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6. Rostitution and replacement, There should be

an unlimited obligation upon Germany to restore looted
propertye In practics, restitution will have to be limited
by the needs of Buropeanfreconstructlon and by coQ31dera-
tions of odministrativs feasiblllty. Looted property
should be restored to governments rather than to $ormer
individual owners, and shoula be restricted to property

in existence prior to German occupation, Restltution
should be apart from andlln addition to any deliveries

made by Germany as reparatlon. |

i

Replucemont should be limited to gold and to
works of art, books, =nd ‘other cultural treqsures‘ (VII)

' 7. Labor Services) Labor gervices can be gusti—
fled on the pragmatic ground of maximizing Germany's

‘contribution t6 the reconstruction of the damage she has

wrought in Europec. 5uchlserv1ces might be economically
desirable if they oontriputed more,. in a broad sonse,
ito reconstruction than qould the same personnel employed
in Germany producing reparation goods. The pur:od of
flabor service should be: llmited to three or four years.
Such labor as may be used for reparation ljabor
'service should not be drafted indiscriminately from the
German population, but should be taken from its most
fﬂnatlch Nazi elements, such as the 85, the 84, |and

the Gestapo, (VIII,.Z2)

Ba Repﬂratlen Commi3810n. There should be estabw-

"<llshud a Reparation Commission to administer a progrgm

cstabllshed by agreemant betwoen claimant stotes, with
'the power to make nccessary adjustments in the schedule :
of payments, The Comm1331on should consist of ropre-
'sentqtlves of all clalmant states, but equal pluqal
votes should be provided for the United States, the
lUnlted Kingdom, and the/|U.S5.5.R. (IX) »

: III. Rasume of Recommendﬁtlons ‘with Regpect to
: ‘ Treatment of Property, Pro-Wer Debts; end
; ‘ Compensation for Pdrsecuted German Minoritiese
| ) |

The Committee hns the follow1ng rocommondﬂtlona to
!mgke regarding three matters closely related to reparation:

le Treantment g_.Exgpugzg, Each membor of | the
Unlted Nations should reserve ths right to retain and
dlspose of all Gorman pxnperty within its terrltorles,
rusing the moceeds to pay off c¢ln ims agqlnst Germany.

l

L - A " (Property
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(Property so retained should be deducted from such

meribers' claims to repur
on Purt Three, I,l,.c,
nationals for~property1t

returned to the owners,|.
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ation, See Part four, Comments
Germany should compensate its
hus retained, Alllcd'prbperty
sequestered or seized by German authorities shou%d be

(Part Three, I)

- No choice should be

made us to action now,!but the problem should be studied.
(Part Three, II) -In dny event, pre-war debts should reo-
ceive a priority as to!lpayment below that of repdration.

(Part Two, VIII, 4,a)

I .

3. Compensation for 1n3urles to Persocuted Gernan

Minority Groups, Indemnificatlon should be proviided for
minority groups persecuted by the Nazis, in the]forn of
(a) payments in support of an organized resettlenent
scheme, wnd (D) 1n01v1dual payments up to-a moderate
maxinun, The groups beneflttlné should be curefully
defined so as not to ba unreasonably inclusive, | (Part

”hree, I1I)
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|- - 'PO SSIBLE POINTS OF INCONSISTENCY BETWEEN .
: ' EZCEFP DOCUMENTS QN (1) ECONOMIC POLICY| WITH
; ?nSP?CT TO GnQMANY AND (2) REPARATION| .

1
!
i
|
i
i
i

,other., Only on a few poxnts is there a pDSSlbillty of
‘divergency or inconsistency.
i

1. The reparatlon document recommends a reparatlon
‘perlod of 10 years. Th Germany document says on page 2 that

i :
: "enduring controls over the Germanyeconomy...

policy."

The suggestion here is that the period of economic controls
. should be relatively short. Since no specific tlme period
' is named, however, it is impossible to tell whether the
authors of the Germany document would consider 10 years too
long to maintain controls.

‘2. The Germany document says (page 6) that the
rebuilding ‘of a stable and prosperous economic life in
. Europe ‘ |

"will necesssrily involve a reasonable

| settlement of outstanding German debts :

to Governments and nationals of the United

; Nations, whether such debts are in|the form
; of blocked balances, clearing accounts, or
any other|forms, and of proper claims which
may be advanced by foreign workers engs other
dlSpleced persons in Germsny."' '

“In general the doclments are quite consistent with each

r - would be contrary to the'objeotives of American

The reparation document
pre-war debts except to
|problem and to suggest

further study.

does not deal with the problem of
recognize the existence of that
It does recommend

‘however, that such debts, including blocked (pre-war)
«bslances, should be given a .priority below that of reparation

payments.

As to blocked’

‘accumulated by occupied

balances and clearing accounts ,
‘countries during the war‘ reparation

document recommends that such obligations be recognized as
en admissible claim in the allocation of reparations.

004295
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nayments and that they can help solve problems of| edonomic 1
reaajustment are regarded as. unfounded. -
; It is recognized that nressures to. organize Lartels i
arice in large part fron depressions, trade barriers and i
unbalanced over-exvansion of narticular industries, and
" that the success of a program directed against cartel

restrictions must depend| in large part upon successful
policies for coping with| such matters.
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A

: ECEFP D-38/LL, e 'f
! August 6, 1944 - .

. SUBCCMMITTEE -ON Ti‘COI\TOI\/IIC RECONSTRUCTION AND
DEVELOPMENT POLICIES .

. “ .1. . - N . . . .
' : On June 29, 1941 the EXecutlve Commlttee referred
‘ the document. "Economic Reconstructlon of: Easternland .
Southeastern Europe" (D-lé) to the: Oommlttee on leerated
Areas for its views and|comment prior to’ con51derlng the
f‘establlshment of a. subcommlttee and terms of reference
(Cf. M-12). o ?,. o

~ The report of the leerated AT g Commlttee (D 34)
 lwas considered briefly. by the Egecutlve Commlttee on -
o Auguet L. end the Secretarlat was asked to study the .
- - lreports and recommend fqrtner action by the Commlttee on
|this subgect (ce. M~l9)?< o : ‘

It .is recormended by the Secretarlat that ‘there -
should be established aISubeommlttee on Economic [Recon-
struction™and Development Policies with the following

{terms of reference ‘ I P o

(1) To foraulate al statement of United States
- Government pollcy in reference to econemlc
reconstruetion jand development in war-torn _ .
»areas 1eclud1ng consideration of the foﬂlow1ng ' M.

| S A The 1ntereet of the United States 1n reeon-a
‘ : struction and devolopnent of war torn areas.

fB.-The‘questlon of approprlate Unlted Spateo S
participation in reconstruction and gevelop— o
- ment, partitularly in referdnce to ( ) the. 0
- terms and cbndltlons under which credlts o
‘should be extended, (b) the- condltlons under
~‘which technac 11 “SSlStanCG should be| made
avallable, and (¢) the determination| of ¢
requirene nts. B R

‘C. The extent to which and the means by which .
- the United: States Government should attompt ‘
-~ to. 1nfluence the reorientation of the structure =«
-of agrlculture and- 1ndustry in both 11berated
and ex—enemy areas. . : ,

D. The obllgatLons, if any, Whlch should‘beiC

imposed

| | 204297
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; - . imposed upon -other nations as a condition

I ' to the exteﬁsion of aid by the United States

. ~ for economic reconstruction and developnent
programs. x L

(2) To formulate separate policy statements for
-~ Western Burope, Fastern and Southeastern Europe,
USSR, and the Far East if the Subconmittee feels
. that the interest of .the United States in| these
aréas and the lines of cconomic policy which
should follow thprefrom justify a consideration

of policy on a cpuntry or a regional basis. (It.
‘may be QonsiderqﬁAadvisable:for this Subcommittee

{T\m' S ~to establish stupyfgroups~to consider the problens
" involved on a eountry or reglonal basis.)

(3) To preparc a report upon each of the above matters
‘! - for the Executive Committee on Economic Forelgn
; Policy, and thereafter either to be tcrmipated
| . or. to continue iUnder further instructlons from
! the Executive Committee. : N

; A .f Tt is.recommended that. the proposed,Subcommiﬁtee
' should consist of one r@éresentative from each of |the -
ﬁollowing;agencies;,Depaqtment of State, Treasury
Department,.Department,oﬁ'Gommorce,ybepartment\ofVAgrie
.c¢ulture, Foreign Economic Administration, Export-Import
_ Bank, Office of Stratezic Services, and the Tariff Com~
mission. It 1s recommnended that the Department "of State -
ﬁepresentatiVeishould-serve as Chairmen of .the Subcommittee.

i
i
i,

'|
i
1
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(1) The United Nations Rel&af; ané Rwabilit&tm Adminigtration

hes been aet up and s in tae wly stageaa of argmimtien.

(11) .z&in Internstionsl eanmxmea has baen held on Pood iwﬁ
sgriculture and ‘en International Pood and. gg;riaultwa

@rgmizatiw is to be aammmma‘

{ i:u) ﬁ conference of the Ir&t&rnatmml labour %m@nimt:ien A
| is being miﬁ *n the mtuww §nternatlonal grogmm for

' isbor. . : f
Eiscnaawus have takw plm@ on
{Iﬂ én internstional mstm orgm&imtian,

!(v) an la'wmeticm cmmraial poliey mtgmixaﬁm, |
! sommolity (?W mtwial) M@m:mtim,

{vi) en mtarmtional
(vu} an imamaﬂml .I‘mzx@-%;@m mvestmem w@mmmian.
(v&ii) g@lieiaa with . mspwt to im;mtional GWI&,

} {4x) internstionsl eemmam evietion, - /

! %e discussions h&ve gone fer in vespoct to (iv), BOW-

| ‘ai&erabio progress haa been made with (v) and (vi), while .
the éizcussions on (viﬁ and (vﬁi) are in the earliest

ﬂﬁ&g@. . . ] |
| . o |

i&’*i{imﬁm‘ﬁas are about to bezin on’ S o

L : : . ' * e

(x) o1t. ’ B A

(xu) Eamman ialanﬂ tmagm».

«ﬁmrmm Bull at Moscow. anéi ¥resident Koosevelt in a latﬁax
to Hre Churebill have raimﬂ the question of ] |

. (xni) en oversil atmarﬁmg somnittee in mma% ef
‘pigasueres for thmm awnamie :fwm--

B
'

: ~ struotiom. )
‘H}ﬁ @’msmsat Ras wﬁttﬂn to é’ér. Churehill on | I[
; (xiv) the futurm af the @emhiﬁ&é ﬁmw&a. '

‘! mmy of thess subjecis ure elﬁmly immamawﬁ end

there is muoh more umiiy thsn eppesrs on the surfaee in the
work that has been dones. The following x»a-%;rmxpm of

subjacha will heolp to M& this exews

ﬁm_u__ﬁ_

'Zf-'. 'ﬁp&&éf
T

f" 204300
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Tﬁis tenaancy is not . 1& itself gacassarily open to. a@vemse
eritieism‘ One of the main objects of the diaeusaiona is to
agree on the establishment! of iﬁtsraatimmal esconomie todies -
in| certain rields, and in some of these fields - for exzample,
monetary poliey and commercial pollicy ~ it is impracticabdble

;‘talr&aah such agreement w&thmnt a careful analysis or Jlong~-

term as well as transitlon problems. Noreover, it would be
dezngerous te afopt transition mMeasures on & aay-tc~day basis

,withont ragarﬁ ta thair 1ﬂng»xun effacta.

§ ‘But the timn has now | pama when maasuraa for the traasi—
tien period must be. censiﬁarad on & comprehensive saale
witjeat delay. The cuestion arises whether problems of the

ﬁdimn period shﬁll be ﬁaalt w&th thraugn saparata disous-

e VII dlscussions or,whether the scope of tha[latter
1 iong and of the internmational organizations which it
is»propasa& ta eatablish aa en outecome counld be enlargaﬂ

o cover, st least @ substantial part of the measures that
wﬁll‘be*“aaaaary during the tranaitiea pﬁ?i@ﬁ-

I gnggaat that the aoaanﬁ of theae &Atarnativ@s akould
be a&aptaﬁ where yxantiaa&le, for the following raagana'

‘(l} Tha working wxperﬁenae gained in dealing with transi-

tﬁnnﬁ~r¢biems wnulﬁlinera&ae %&e af&iaiaggy af thq

wuuld he gr@ater eantinuity bﬁtwaanﬁtransitian

erm policies snd the personnel a@ministarimg
8s dangsr that hastily tmpfaviae& neapures
pted in the tranaition.pariod whiah wunla

léngpt«mmupeliniea. e

If the pri algla is amaaﬁtea of cambining whura practi-,
cable digcusaions and organizations dealing with tganaition
prabiama with thase dealing with long~-term problems, what
wwvl& be tha’ : y of ita appliuation? : o

x . a1ty snd Cartel Polloy.
! The eleareat easea a%a in the broa& field ar traﬁe yoliay,

sopeoially ta*eammoﬁity - particularly raw matexial - questions.

My suggestion is that when the Article VII talks are resumed
the discussions. of commodity end cartel cuestions ené of
quantitative restrictions on trede as well as tariffs should
at an early stage deal systematiﬁaziy with the pzobable condi~
tions that will arise immadiatsly &t the end of the~war This
would cover soms of the mﬂat aeute af ‘the 1mme&iata post~wmx
asan&m&a yreblama‘ . , _ ‘

Ir thisfaaﬁrse is ne% aﬁaptaﬂ what are the alternmtives?

‘tlon period can be dealth with by the Combined Boards.
' When theé strueturs’ and function of the cem&inaﬁ Boards

are examined, hnwnver, this does not appesr tn be a
satimfaatamy solntian, for the rallowing raaaansx

{1 ) The cemhinad Boards were set up as Anglo-
&mnrin&n a&visary a&miniatrative bodies

eﬁnﬁerna&

20430

_ 1. It may he arguedfthat commod ity qnestions in the transi-
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j International Gemmmdity Organization in respect to- plans for §
sllocating scarce materials. and increasing thﬁir preduction. kd

h!xPA Dalz #0272 2"5

et . e “’“f

concerned chiefly with alloeatian of scarce

materials' end shipping in the interests of the
war effort. It is essential that thay should

continue to concasntrate exclusively or primarily
on this funotion not only until the war in Europs
is ended but also until Japen is crushed. It
seems 1nadvisable in these parioﬁs]to add any
substantial functions to thoge at present carried

out by'the Boarﬂs.

(1i) Rew materis]l problems in the transitien irm-
' mediately after the war will by na means be

simply prablems of desling with scareities and
recommsnﬁing measures to 1nereasespraduatien, in
some casas - espeeially in minerals - they will

be concerned with the disposal of]stocks sXoessive
for peanatims needs snd with methods of eurtailing
excessively high-cost production.| The typegof
skill and persomnel required to deal with these
questions differ widely from those reguired to
carry out the present funct!ons ef the Cambined

Bcar&s.ka , « C

~ This does not maan;that the role @f the Gembinad Boaréa
will end as soon a3 peace comes. On the eontrary-tha Boards
| possess administrative machinery which is indispensable in -
the transition period as an instrument for interuat '
control end allocation of 8CaTCe aemmaﬂitiaa anﬁgser icea.
. The retention of such eantrels for some time after the'war
is essential if eonditiens of international economic anarchy
| are to be avoided. Im: parrying out these functions the Com~
bined Boerds will have to work in close ceaperation with the

But they will not be snitable bodies for éealing with other

-aspeots of. cammudity qaastiene.

‘Another altarnative~1s to deal with the transition period
by separate. cgd hae ‘governmental negotiatiens Oﬁ'the numsrous
quastians that will ‘arise. J : ,

At present there aaems to bs a dArift in this dﬁiectian.
But improvised and ad hoc ‘arrangements to deal piccemeal with
transitional questions may create dangerous precedsnts and give

2.

- rise to inconsistencies and confusion which will prejudice the

chances of the sueeesafnl epqration at a later stage of the
permanent 1 ennmio bsﬁias. SR ,

I suggest thararora that at the resnﬂ@ticn'af thﬂ talks
on the International commﬁrcial poliey organization the subject
night be discussed witn rafersnce to transition medsures as
well as long-tarm.maasuras and the objective be. adaptaa of
establishing the international commercial policy organization
at a8 early a dste as]praeticabla with .a view to using it as
an instrument for international consaltatien on transitian .

as well as long-run maasures.v o
The same consiﬁeratiens might be- applled to th@ reaumsd

talks on the internatianal commedity organization hich should
preferably be a sub»greup ef the internatienal!ccmmarcial

policy arganizatien.i

Gartel

[
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&arﬁal paliay should be taken up as an aspsct of comma)

and eammmﬁity policy. It is essentlisl to schieve ss much cone
sietenoy as possible between cartels and sonmodity pollcy and
' cartel poliey should be| considered from the 3tarting point of
the lmmediato postewsr Fariaﬁ.

?hs lines on whishfpragreas has mlreaﬁy bsen made limit
the scops of application of the main thesis of thls paper to

‘the flsld of monetary arr&ugamaata. Section X of the sgreed

statement on the Internationel Monetery Funé shows recognition
ol transitional 61friau1t£®a in the monetary fiald but it does
80 by exempting member countries from some of the provisions ,
of the plen until trmaitional difficultiss have passed. It

| spscifically states th&t "the Funéd is not Iatended to provide
. facilities for rellsf or recomstruction or te deal with inter-

national iuﬁabta&nasm aﬁiaing out of the wmr."

In view of the yrvgxass alraa&y made in abtainlng technical
sgTeensnt on the mmn&%arr plen, it would be unwise at thie stage
to add functions to tha Intarnatiannl Honetary %unﬁ. But the
dengers of ad hoo arranga&aats in the Ltransition period are
serious end there is a|gep to be rilled in this field, espe~ .
clally since many new governments, in liberated. tarxitariaﬂ will
be faced with the nasessity of makimg difficult adJustiwnta.

. In guch conditions ar@ani?ad 1ﬁterﬁatianal maehinery is most
desirable. ‘

Present propoﬁals areo for & segarata organization dealing
with long-tera investuent {this ls stated before I have hed
time to look at the letest British view) for development
purposes. Such en international orgenirzation ia of the
greatest lmportence %ut it will bs resdily r&uugnigaﬁ that

' both 1t snd the Internationel ¥onetary Fund cover only e

limited pertion of the|rield in whioh international Yend-
ing wmey necesssry after the war. TFrobably there ‘are ade

| venteges in some specialized orgsnization desling with lending

for long~term developuent and it is well to go shesd with the
&iscussion of this fleld. Later however it may be that the
internatiofal orgunization Gealing with it could conveniently
hooome a sub-division cr a~widar organization inaluﬁimg other
forms of lending. : A |

Mhreavar oene of th@ nagleotea fieids 1a thwt of lanéiag for
immediste resonstrustion purposes after the wars 1o the sontin-
ued talks om the internatianal investment body attention should
be given to this, at least in so far as 1oa@»term loans for
development can dbe aypiio& to long-term nrajaats &avnﬁatlaﬁ
wdth ensaatial eay&tal reeonstrautian prejaa@s.

Pra ‘ - !; S .

?ha»tranﬂ im this field on &hﬁ whole has b%en ina
different direction fram that of the talks an.manatary and
conmareial poliey. Tr&ms&tioﬁ problems bave baan taken up at the
astart and rore attantian has been given to 1ntarim,an@ trangition

than
- 204304
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then te loag-run nerengemente. The Prlitieh view en sa
ialand tesnsport orponization for Yurope le| thot 1t should ,
be met Uy promptip| vith & view to unified trestment of trensie.
tionel cuentions and that cut of the cxperience thus galned

1% way be nrossibls| to retain the argaaizﬂtian in some form
for long-run rurposes, They ferr resistence from Suropesn
&liles iF 1@ﬁ$~?§ﬁ pk&na are sat in the fﬁr#frmnt mt thﬁ
@ﬂtﬂﬁnt X : , _ E :

On the other hand 1% aaﬁmﬁ easwntlﬁl tﬁﬂ% the long-rur
a8 well as the traneition :robleme of shipplng sheuld be
digcussed Rt N early anse. They will no doubt come up ik
the Avtlele YIT talks on cobpmercisl pelley.| It seems Gesire
atle thet there a@mulﬁ be 5 syptematic dlscuseion in whieh
both those famillxr with overall sconomic polley and slso
m@‘fmwal mipnmgiemerts should be present. Could not

thie be mrranged in connection with irticle Vil telks? (lose
tin@s % o n@@a@d, aﬂﬁ it 1o to be hoped bave siresdy been
established, between those concerasd with commereisl poliey
snd those concerned with transpord.

i

j iv,

The ﬁﬁ@?@ﬁ%l&ﬂﬁ made sbove would 111 imgertrﬁ% gaps but
would etill lesve & wide gap in the fi@lﬁ af rehabliitation
and resdjustment. . 1

TEARAYe tewme | of wolference peralt it % undertske Limited
rehabliliitation, HBat Atz eoove &a narrow and its fuﬁdg 2811l
morTe rastrieted., ?n praetios 1t iz not ltheby to be u«ble to
aover sore then a amall At of ”&Wﬁ%i&it&%i&ﬂ and that part
111 be esnfined to enul mant nseded for produsing mrwaﬂt ‘
consuter goods fﬁw rolief PRFPOsSEn.

Bow w11} rﬁas%awliahw& gavﬁrﬁ&&nﬁs in Turope be &%iﬁ to
obtain ossentisl 1m&ﬁrts, enveclally of row ﬁ&%& %ﬁlﬁ aseded
for ladustries w@iﬁh oreduse Ffor axw@r%s ag Wﬁ114m$ for domese
tis consumption? %ome of them In the esrly btages will bave
14ttle or no Porelgn funde snd thelr export oooupations will
be diserganized. Hrltals likewilse will be unuble to finzage
rae%llg m&ny af 1%z socessary tmports in tﬁe;f&vst two young.

In some oireclies 1% hep been argued %ﬁatiga&ﬁvheaﬁa should
be renewed and &xiﬁhﬂﬁd for the eurly sost-war perlod. *Vﬁﬁ
spert from the g?a@& solitlesl 41fflcultles Xn the United States. .
1B the way of such’ o eourse, 1t does not &mmwﬁr that such & ‘

mensure csuld £11l the gep sdecuately in ?1@% of the iimxtaasens

on the wse of *%&ﬁ«&@ﬁﬁ@ meterials for exwar; purneses. Yntil
the € zpert &ﬁﬁuaﬁr%mu of Farevern sowitries sre resstebll ﬁ@mé
e tﬂuﬁ&itiqn u@rin& will be prolonged.

Thig %it@%ﬁﬂ%&vg would sesm te oonslst L0 iaterpstlionsd
losne fpr spesifle nurpnses of raymt&&ii&hﬁ@mt of economic
iife in the widest sense, Sﬁe=uﬁing , Mlﬁh ‘wvel of wmnloyusnt.

The cuestion s ?i&@@ whether this shou 4 %e Gone by bHl-
lnteral @?“ﬁﬂﬁﬁmﬁﬂtﬁ Shrsugh 4iveat in*&%vﬁwvevnm&mﬁ&x B8R0 G
ticns op whether iﬁﬁﬂ“nﬁti%ﬁﬁg wachinery &hﬁ&%ﬁ 213 @ﬁ%ﬁhla&ﬁﬁé
to serve 28 & a‘«nﬁiﬁr inatronent fop mfwﬂtiwtiﬂmﬂ.

Here senin s ha@ arrapuensnts Leem iaaﬁ@ﬁaaﬁm and the

most aeedy ntries wonld heve the grester 2ifficuliles in
negoetiating losns unan% sush eonditisns.

204305 1
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aﬂ&%ﬂﬂiiﬁi
xﬁilﬁkﬁﬂﬂ%&ﬁﬁk&ﬁﬁﬂh&ﬂ!&k&ﬁﬁ&ﬁﬁk

OFFICE OF ECONOMIC AFFAIRS | o

September 29, 1944,

ECA -~ Mr, Carr:

With reference to your memorandum of September 25:
untll 1t becomes clearer (1) what the decisions at. the
Cabinet level on economic policy with respect to ‘German
are going to be, and (2) whether we are going to have
much if anything to say about the administration of
Rumania, I doubt whether there is any point in! bring-
ing up the Rumanian papers (PWC 73 and 75a) before the
Executive Committee on Economic Forelgn Policy.

As you know these documents differ very gub~
stantially fronm the Germam'document wvhich the Executive
Committee has conaidered - The Germany document is
almost entirely confined to statement of policy prin-
ciples, The Rumanian document, on the other hand
while having some 1mportant statements of principle,
is much more like ' an outline for a directive| to the
military. ‘Unless the| ECEFP is going to review| policy
guldes and directives| which are being prepared| primarily C
outside of the Department and reviewed here in| the '
Department, I am a 1little inclined to wonder whether

we should bring up the Rumanian documents at all, T

|

[

F ' )

A;QS |
4
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H
i

%

| - o ;
| VECA:RMC:md . i i .

ECA - Mr.‘ tlnebower | ' DATE:September 25, 1944

ECA - Mr. Carr

With reference to papers on economic aspects
of United Nations Occupation of Rumania, PWC -173 and
75a there is the follew1n9 passage from the mlnutes
of the PWC of June 1, 1944:

"Mr., Stlnebower informed the Committee thet
the Foreign Economic Administration had
requested that the question of economic !
objectlves in Rumania be discussed in the
Executive Commlttee on Economic Foreign ‘
Polley and inquired as to whether such a
procedure met w1th the approval of the
Committee. Aftér & short discussion of the
subject, it was)agreed that it would be
proper for the xecutlve Commlttee to con-
sider the question'

I have a notdtlon of August 22 to the effect
that you advise that we wait until we have recelved
replies from the War end Navy Departments regardlng
the CGCerman documents before referring the Rumanlan
papers to the Bxecutlye Committee. We have’ now
received an acknowledgment from the War Department X
with no indication tnat comments will be forthcomlng
and ‘the . NaVJ Department has not yet replied.

i

I do not know what bearing present dlscu381ons
at the White House regardlng post-war treatment of ,
Germany will have on tne case of Rumania, but I “
imagine that Rumania presents a rather different
problem. On the other hand, it may be pretty ﬁate
now to takg up the questlon of Rumania with the
Executive Committee. '|Do you have any suggestlons
one way or the other?.

-
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SECRET g%ﬁ

' ».‘1'. from Minutes or 41% Eeat& of Committee |
Post-’ﬂar“- Preo y June .'L.?Bammga m

OCCUPATION OF or ROMANTA

- Hr, Eose)s seld tﬂa& Er. Stinebower waul& pmsent
t&m papers on eoconomic| aspects of United Eationg’ ‘oceupa~.
tion of Rumania, PYC-73 and 75a. M. Berle inquired ag
to whether it had been| declded to establish an Allied
. Control Commission in Rumania. ¥r. loasly and Mr. Stinebower
explained that the preyious pepers on the subject had been
deliberately vague because of the uncerteinty of the posi-
tion. They polnted out, howsver, that the Buropean Advisory
Commission provided a }reman&aea channel for 4llied consul-’
tatlion om the question amd ¥r. Bmalelhergar mted that the
questlon of Rumanian occupetion is on the Commiesion's

 agenda a8 & result of an agreement to thils affeat reashm!

at the Hoscow Conference. |
!

¥r. Stinshower explsined the:b PVC-T73 cantained basieo.
background material aa well as recommendations and pro-
posed that he prooeed by going over the points in PW0-75a.
which was eonfmed to/ the poliey recommendations on the
subject. Stinebower explained the significence’ ot
each :I.ndivlmal reeommomtion and each raaomendatwn mat
with’ the spproval of the Committee with the undergtanding
that poimt 10 should be redrafted so as to avolid the
implieation that the only pnrpose of e&;ca:t.ion was the
t.ralnng of skilled. workers.

B, Berle, hnwe%'or, eomenung on the dommnt as &
whole, pointéd out that the 4raft was im the form of
recommendstions of policies which would be bensfieial to
Rumania and it appenred to him, consequently,|to be some-
what academic. He sa:.d that the purpose of - ‘the Committee
wasvto formulate recommendations for United States policy
18-4-vig particular countries end that the dooumeht
thould gpecify what pulieles the United States should m
practice .advooate, snd give some indication of how mach
pressure the United Btates should exert im order to obteln
achievelent of the partiocular poliecy aé‘maateé. He sald :

irect mt-eresta

«,
v,

UNRRA; on the other hand, guch questione as produoty
reserves, priority for fnate, als, the soolal security
gystem of the eountry, appeared to him to be of ax’smmiy

indirect merest to the tmxwa smtes. “Re was énnbtml :

:
N
|

i
i
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of the a&visabil@.ty af tha Uni’eea statea attemptlns to
1nf1uema the adoption. of pol 1igy. on- ‘suech questions of
indirect interest. A general‘discussion on this point
brought out that there was )geneml sgresment ;m ‘mapport of
¥r. Berle's point Gfg view on the subject. The: Under Seoro-
tary acsordingly sppolfited a subcomnittee compoged of
¥r. Berle, Mr. Stincbower, ang Mr. Hosely to. redraft. tha
document im z form which wul& indtoate to the American
représentative on the European Advisory Vommi saiem the:
extent of American mterest. in the adoption of the part.ieu-
lax' pol&eiea aﬂvoeaﬁea 1n ‘the &acumnnt.

.(

i

_ Stinebower ,mformé the Conmitteoe t.hat the FEA :
had roquestad that the question of sconomio obéectivee in
Rumanie be digoussed in the Executive CGommittee on - Eeopomis
Foreign Polloy and: mquirad a8 to whether such progedurs
i . met with the approval of the. %miﬁ&ea. After a short
| dlecussion of the subject, it was agreed that 1t wopld he

o preper for the Exafmtiw Committee 1&9 mnsm«m' ‘the 3

H

.

".«1'

| | | 204311
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{Copies to Mr, carr,

FMA - Mr. Collado ' |Mr. Willoughby, Mr. Loakhart)
Document’ on Long«-Run Eeenomic Objeetivea with

Respaot ho Ja.pa.n |

S undaratand :f‘rom Dr, Phelys that the aation ‘of the
Executive Committee on Economic Foreign Policy at its:
g on Friday in requesting the preparation of &
nt on long-run [économic. objectives in the ecase of
poiralle) to that .just completed. in.the .casd of
Germany may have: cauged some eongerne - In order. that thare-_

" mey be no-confusion. regardmg this action of the ‘Bxrécutive

Committes and its mplieations s 1 belisve 1t would be
desirable to 1nd3.eate exaotly what. the Executive Conmi ttee wants

. and the relation therate of: the work. of the Par Eastern
| crAvea Uomittee, particunarly demnts CAC=160 and CAC~228.

i ) ARANAALA
R The EGEFP ha.s for a number of Weoks beon‘ ;xsidering
two related questions: (a) a document propdred largely

' by Mr, Stinebower on the long-run:economic: ob:]eobives with

respest to Germanys (b) the report of the Reparations

Committee with special reference to’ Gé%many. Although
 these have been handled quite separately, a8 you are awvare,

it so happensd that |final clearance on each of the docu=

, ‘ments was taken at the: ame meeting "-laat Fri&ay.

- The Germang doc.l.umnt, which yeu may have seen, is &
‘document of thirteexg pages which discusses at some length
“the’ general’ ebjeg. ives: of United States economic poliey
in the postwar vith speaial raference to the maintenanase
of peace and security, and outlines within this' framegork

) 4.

" the overall economic policy of the United Sgates with

respect specifically to Germany. This is developed under

. four prineipal headings :which relate to: reparations. and
 restitution, the control of Germany's econcmic war 9otentia.1,
- the modification and reorientation of. the pattezm of
-/ 'Buropeat economy with special ‘peforence to Go

“_‘-';Ai'g'z};aee in'it, and the effeotustion of a fundamen

Jange

e sase of German ‘oconomic. 1ife ‘which would: ime

e mﬁegrate ‘Germany into the' typa of- world econm anviaaged
e vb'y the Ablantia cmtem ;

The reparatiens material, I ‘believe, you are alroady

;‘.f.-.-"famﬂ.uar with-and Ir will not- attempt to- discuss-1t exeépt
- to indicate that a fifeeen-page su

X v has. bean prepared
;and approved by 'che Exacutiva Gomnzi.ttas, e

M m
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‘Hr. Willoughby - TA
mr. Ehilli B~ Gﬁ
jr. Haw&ima - mc&

" There has baau brought to my att&ntian racantly
a document on "Japan: Beonmozic Polleies During “ilitery
gooupation” (8AC-222). It was suggested to ame that

 the document might|be referred to the Ixscutive Com-
+ mittes on Poonomle Foreign Poliey for cousideretion
‘gand ¢comuent as hasg besk done in the ozse of various

econoaic documente prepared in the Depertrent with
referense to Germany . with respect to the econemiec

. treatment of Cermeny, however, thers wers two documents;

one, dealing with the problem from & long-range point -
of view, and the atmar, £3¥on the shODL-~Tanse | trane

:ﬁitiaﬂel poriod}. In view of the fect thut polieles

in the shertnr&aga, owing %o problems peowliir to the
transition from wer %o peace, auy differ considerably
fros the leng~range policles, it scems to me that,

. before considering| economlc pelileies with vespect to

Japsn during militery occupation; the Zxecutive
Committes phould study f£irst the problems of lang-

' range poliey. Buch a study would be nceded as’

background for ennai&exatian of the short-range
poelicles. I was vary ‘mach pileased to learn, there=
fore, in a talephnna conversation with Dr. Hemer

that a memoraendus on long-range pelidles with r@spaat
to Japen is being prepared, The Lxeccutive Committes
is receesing untll Sepiember &, but I hope thati-this
enorandum can be aemglﬁte& by around the first of

Beptesber so that it cen be dlstributod in time

(not latar than sSepteamber 5) for aensiéaratian at

the maﬁting on Sagtmmb&r 8.

It wouldd be aparaaiataé iz ynu‘waulﬂ let me
koow what the praaans status of the memorandum isg
gnﬂ ggﬁaher or ﬁet hha sehedule inﬂieateﬁ abav& is
eaE D : ‘

Eﬁﬁ&ﬂﬂ%z&ﬂ,
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 MEMORANDUN FOR CONSIDURATION BY IHE ECEFP

‘fV m}ﬁééause;qf;ﬁhe égondﬁic'and édciél‘crganizat;on;qu
‘Aifwghé égviét Uhion,'tﬁéfprob£;m,9f:cémmercial réléﬁidpsz

;1LWith‘§hatbc§untry‘isfef vital'ahéyiﬁmeéiétéAiméthancég
i_g6§éi§eréfign‘iﬁ.thépiy has beeﬁ gi Aaytb the p#ébléﬁ 0§ 
?tfhde rélafioﬂé!bétﬂeeﬁfreeAmérket ép&ﬂcéﬁtfolléd edqnemies,'

‘but the time has co%e to explore this prbblém‘further éﬁd\

. to analyze the praé%icél,probleﬁs wnich méyiar1sé out of

.

fhe.commébcial relations between the‘ﬁnitedlstates,‘in‘
which féreign'tradé is conducted by pri#&te[enterprisé,

. - T - ! ] V 40{ ‘
- ond the Soviet Union, which maintains e completé monopoly

In general the problem of, commercial relatlons between
‘ ! : e o ! Tes :

and - the U.S,S.R; encompasses volume and.
qharactefgcf postlwar trade, application mftthéApriﬁéiple~‘

of commereial considerations in trade transsctions, .

204318

restribtive agfeements, cre&its as ‘a functionﬂof volume
of trade;yand théupeliticaig scc131§ andAeconqmic~cam~
mitmehts which éérve:as a sound basis fOr‘granting °r9di§s«i?:

ahd'eonducting~¢bmmerc£ai‘relations. With the end of the
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GERMANY:
POST-SURRENDER PROBLEMS
CONTROL OF |THE GERMAN ECONOMY
‘ IMMEDIATELY AFTFR SURRENDER: »
POLICIES ESSENTIAL TO|GUARD AGAINST INTERNAL COLLAPSE

Immediately after| the surrender of Germany, it will
be of paramownt interest to the United Nations that
economic and financial| policies adequate to avert the
danger of economic collapse or to ameliorate the con-
ditions of such a collapse 1f it has occurred, are put

Although it is not possible to anticxpate the ﬂe~

¢cislons that will have to be taken in the light of the

conditions then prevaiﬂing? it is clear that the occupy~-
ing powers should, in- ‘their own interest «and in the
interests of the other United Nations, so coordinate .
their policies in varﬂnus geonomic ené financial fields
as to protect the German economy from falling victim to
an uncontrolled, or even a serious inflation. An over-
all anti-inflation policy will be required, and to be
fully effective it will have to include prompt and
rigorous action '

1. to retain, strengthen, and Where necessary
. to restore the price control machinery of
the country °

2, to reduce the pressures on the system of
: controlled prices.

In generel it will be necessery to prevent great vqlumes
of monetary purchasing power, already accumlating’ ‘dan~-
gerously in Germany and certain to increase greatly before
the moment of surrendcr from pressing on the system of
price control with overwhelming force. This can be ac-
complished in part by|restricting the supply of actively

~employed currency, both notes 2nd deposits; by restoring

confidence in and at the same time preventing the abuse
of public and przvatelcrcﬂit by shutting off avenues
of specualtion; and by preventlng substantial undervaluae

“tion of the reichsmark in terms of other currencies.'

Such .
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Such financial measure

inflation unless (1) a
tribution is prevented,

1ng of availeble sunpl
is effectively continu
services offered for m
production and revivin

In order to devel
the problem of inflati

‘ 3y TE NAPA Otz 0223

'Box ,7}"*3 —

D=

s will be inadeguate to prevent
breakdown in the system of Ais-

{(2) strict allocation and ration=~
ies both to producers and consumers
ed, and (3) the supply of goods and
oney is increase? by stimulating

g to some extent at least the foreign

trade of the country.

op such an over-all attsck upon
on and to avert other forms of

economic demoralization which will threaten an exhesusted

and Aefeated Germany,
be prepared to see ths

the occunying authorities should
t an economic progrem is carried

out of which the following are the principal elements:

T. MEASURES ESSENTIAL| TO
PREVENT FINANCTAT, DISORDER

The occupation authorities should not allow the
powers now exercised by the Price Commissioner to lapse,
but shoul? utilize all|appropriate and avallable adminis~
trative and enforcement agencies to continue a rigid system

of price control.

in cost of productiony
should also be utilize
various strains and ma
prices. ‘

In this field the

paramount the single a
power of the currency:
is acute. They should
allow the special disc
tection an? other cond

The}
effectively used in Ge

elaborate machinery now being
rmany to control the basic elements
L-wages, interest, and profits--

A so far as pos«lble to minimize
lad justments in the structure of

occunying authorities should.fiake
gm of maintaining the purchasing

as long as the danger of inflation
not, however, even for this purpose,
riminations in weges, insursnce pro-
itions of labor to which foreign

workers in Germany have been subjected to be continued,

It is the poliecy of thi

are obliged to remain
these respects be assi
governing other worker
authorities, moreover,

is Government that, as long as they
in Germany, such workers should in
milate? to the emnloyment conditions
s in the country. The occupation
shoul”® be ‘so orgznized as to detect

- and eliminate price manipulations of all kinds heretofore

used to nromote the political and economic aims of the

Nazi Qtate.

-

It will
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It will be necessarv to meintain and extend monetery,
banking and fiscal meaéures of an anti—lnflatlonary type.
These should be as drastlc as is necessary in the juig-
ment of the occupa+ion1authoritieq to accomplish their
purpose. It is suggeste? thet they should include

A. Restrictive measures such as:

l. the blocking of aep051t and savings accounts
at the outset in order to be in a position
to prevent| an indiscriminate and dangerous
flight from money irto goods, and the estab~
lishment of weekly or monthly maximum limits
on withﬁrawals from varions types of accounts
adequate to meet legitimate and normal needs
for livingﬁanﬁ business expenses until more
liberal and flexible control measures can
safely be 1ntroﬂuced°

2. the impounding of Nazi partv and other
special funﬂS‘

3. the Aevising of restrictions on the rights
of holders|of government .securities of all
kinds to use such securities as collateral
for bank advances or to sell them to or
discount them at commercial banks and at
the Relchsbgnk and other central institu~
tions for freshly create? deposit currency,

t

4, the compulsory refuniing or extension of P
large masses of short-term government Aebt -
which, unﬂer the conditions to be expected
after surrenfer, will constitute a standing
menace to the qtabllity of the currency;

5. . the withﬁrawa] from circulation, if necessary,
of notes of |large denominations.

B. The contlnuptlon and rigid administration of
the control of bank credit '

C. Control of secuglty prices anﬂ trnﬂinp in
securltles. .

1 D. Continued

.
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D. Continued withﬂrawal of liguid funds from
. active c1rculat10n by taxation.

The occupying authorities shonld strictly control
the fiscal policies of| the national government and of
its political subdivisions, not only because the main- -
tenance of a high level of taxation will be fesirable
to check the inflationéry dangers already present in
the country, but becauEe the obligstion of the German

. Government to pay the costs of occupation will subwect
~the German authorities[to a stending temptation. to

resort to centrel banking credits or currency issues
to meet these costs. It is not the policy of this
Government to repeat in Germany the inflationary
methods of. f1nanc1ng occﬂpation costs practiced by
the Nazi regime in occupied countries,

This policv is consistent w1th the reestablishment
of government credit anﬂ ‘the s=2le of government secur1~
ties under carefully snperv1seﬁ conditions.

It Wlll be necessary to surmount serions difficul-

ties in relation to the German foreign exchanges., It

is suggested that the dccnpation authorities should be
prepared, if necessary, to freeze immediately all out-

standing credit balances in the German clearlng accounts,

and to onen new accounts for the settlement of such
foreign trade tranqactlons as they deem essential for
the provisioning of the country and desirable f or
assisting in the economlc recovery of liberated terri-
tories and of the Euvonean continent in general. Such

transactions should be at uniform but strictly controlled

rates. This sucgestlon is put forward to protect the
German price system against the inflationary 1mpactiof

a depreciating exchange pending a systematic revisd#on of
the whole German clearing system and sSome more permanent
disposition of existing clearing claims against Germany
as part of the reparatlon settlement or otherw1se

Tt 1s the pollcy of this Government that the German
foreign exchange rate|should be fixed on the basis of
obiective economic congiﬁeratlons an? in such a manner
as to fit as nearly as possible into a continental and

world exchange raste strncture which will contribute

rather than obstruct the Aevelopment of multilateral
international trede,

 of such

File  5.19B ECEFP MEETINGS g,w

It is recognized that the development
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IT. MEASURES NECEQOARX T
TRANCPORT-~-LAND, RAIL AND

by the occupation authori

allocation of’ material

in the German Government

experimental as conﬁitlbns change,
that from the beglnnlnﬂ the 1ong—run effects on ‘the
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to this pollcy.

0

- PREVENT A BREAKDOWN OF INLAND
WATER, AND COA°TWISE e‘TIP

PIN%G

ties.

es will have to be gradual and
but it is believed

structure of the tentative rates
fixed by the occupation authorities should be borne in

mind. The Adeliberate unﬂe“valuation of .the German ex-

change in order to impose adverse terms of trade on

In so far as-may he consistent with mllitary
necessity and the conﬂuct of the war against Japan,
excessive removal of transport equlnment from Germany
should be avoided and the German transportation system
- shonld be coordinated with the contlnental net-work

It will be of the|utmost importance ‘to guarantee
the most prompt and effectlve allocation of manpower
and materials for the urgent meintenance and repair of
transport facilities, [ The problem of labor sunply for
this essential purpose| could be met partly by selective
Aemobilization of the armeAd forces, and partly by
Airectives issued to fhe appropriate Germesn agencies,
For this snd other purposeq Aetermined by the occupation
authorities the Emnloyment Service Boar”® might continue
to exercise lsbor-allocating functions for the immediate
emergency period., A %echnica]ly effective plan for the

shoul” also be worked out by the

occupation authoritieq, in the execution of which they
shovld commend the services of the annropriate agenpies -

In order to free the Germsn transportatlon system
to carry out the most lurgent tasks of the period im-
mediately following surrender, it will be necesssary to
maintain, with anpropriate revisions, a stringent system
of priorities for freight and ypsssenger travel, It will
re of the utmost importance to prevent genersl uncontrolled
population movements whlch might menace the orderly progress
of  demobilization, the return of prisoners of war, Trepa-
triation of foreign workers and other displaced persons,

“and the

204326
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and the return home of evacuees and bombees, Although
it is not intended permanently to countenance the pro-
longation of the Wazi| practice of depriving workers of
the right to select and terminate their employment =ond
to move ‘from place to| place freely, it will be necessary
to continue to limit the free exercise of these rights
until the great movementvof people displaced from their
ordinary occupations in civil life has been organized
and largely carriesd through and otherwise to restrict
the movement of inﬁiviﬁuals in so far as military neces=
sity may require. :

ITI. MPASURES ESSENTIAL TQ
PREVENT A BREAKDOWN IN THE
“""D:rfrtrf""algucr ION OF FOOD AND OTHER

ESCENTTAL SUPPLIES TO| THE
CIVILIAN POPULATION |

It will be necessary initially to preserve intact
the German rationing system, both for industry and for
the consumer, One of| the Pirst duties of the occupa-
tion authorities, however, should be to pay especially
Aetailed attention to| necessary changes in personnel
of the rationing agencies and to enforce the Immediate
elimination of all ﬁiscrimlnation in rationing on
political or racial lines. They should take drastic
measures. against the black markets and continue strict

- control of 1nventories of food and such other goods .
as they deenm essential for the provisionlng of the
country, the prevention of hoarding, and the Aisclosure
of surpluses that may|be required by them for relief
and other purposes. In perticular they should encqurage
farmers to bring their produce to market by authorizing
the production and ﬂistribvtjon of manufactured goods
needed by the aoricultural population, but if necessary
they shovlA take cteps to compel the dellvery of farm
products,

|
At the first meetvng of the Council of the United

Nrtions Relief and Rehabllitation Mministration,

decisions were taken 'to-the effect; 1) that the

Director General shall consult with military and control
authorities "with a view to securing information as to

any ‘surpluses of suoplies from time to time availsbe in ...
enemy and ex-enemy territories from which relief and
‘rehabilitation import|requirements of liberated areas

- might be met" and 2) that Germany must pay for all relief

-

supplies

204327
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supplies received thrqugh the United Netions Relief and
Rehabilitation Administretion. Consequently the German
economy will be required to provide relief supplies to
other countries, A sgecial obligation also rests on
Germany for the maintenance and welfare of foreign
workers and prisoners}of war as long 2s they remain in

the country. Germany. must furthermore discharge as fully
as possible her obligation to bear the costs of occupation
by 'supplying goods anﬂ services within '‘Germany. It should
be recognized, however, that if the occvpation forces are
large, it may not be Qosqlble for Germany to provide more
then a part of the supply of these forces at the outset,

One of the first Lesponq1b111ties of the occupation
authorities therefore’ wlll be to weigh these specirl
demands on Germany's food production and national reserves

~against those of the civilian populstlon, and to establish
priorities between them.

IV. . MEASURES TO PREVENT
INTERRUPTION OF PRODUCTION

It will be vital immedlate1v after surrender to
prevent any 1nterrvptipn in the production of food,
essential consumers' and industrial goods, anA? export
goods urgentlyv needed by the liberested countries ~néd
exchangeable for essentlal imports.

It will be necessarv for this purpose to carry out
as guickly as p0551b1e‘urgent repair »n? rehabilitation
.work, Advantage shoul? be taken of the existence in
Germany of specialized| organizations whose function in
the war economy has been the provision of a mobile labor
forece ~n? the concentration of a high degree of tecKnical
and engineering skill ' on large projects of an emergency
character, It may be desirable, for exesmple, not to
allow the purely economic and technical functions of the
Labor fervice and the Speer Organization to lapse, but
to utilize these organizations. or their equivalen%s for
a short period at least in the work of internal rehabili-
tation, Selective ﬁemoblllzation of soldiers, and the
continued strict allocatlon of raw meterisls and capital
te German industry, agriculture, and public works will
be essential for the effective carrying out of this work

In so far

; i' 204323
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prosecuting the war a

consumers' goods, an?
which are necesssry t

be laid ﬂown.

'V. MEASTJRES TO PRONO

FORFIGN TRADE

In as much as th
immedlately after suvr;
and complex, special
early resuvmption of e
and other countries,
established should be
minimum level of econ
Germany which is regu
situation created aft
of a rigid economic b
shonld also help to m
the reparation obliga

avthorities,

mechanisms to the ext
and for the essential
actions.

In administering
the occupying powers
of the liberated coun
continental neighbors
to Airect the interna
toward the production
urgent demand in such)
economy will be able
control over imports:
to exclude for reason
vent the Aevelopment

sorts as compere” to

In so far as may

THE REVIVAL OF EQSFNT

be consisten with the-needs for
gainst Japan, the occupation

authorities shovld carry forward fhe esrliest possible
conversion of war industries to the pro“uction 1) of

2) of those articles of export
o pay for essential imports =n?

which are needed by the United Nations to implement any
program of reparation

and replacemen? in kind which may

TE
IAL

e problems of provisioning Germany
render may prove ‘to be both dAifficult
stress is lai” ‘on the need for an
ssentiasl foreign trade between Gemany
Such forms of import control as are
so administered as to provide the
omic activity and consumption in
ired to prevent a repetition of the
er the last war by the continuation
‘eckade after the armistice. They
9ke it possible for Germany to meet

ﬁionq imposed on her an? to carry
out the general economic directives of the occupation :
It is snls:r;:;est;ew1 that the occupation suthori-
ties should utilize the existing foreign trade control

ent necessary for these purposes
financineg of foreign trade trans-

these controls the governmenﬁs of

shoul® consult with the authdrities
tries and of Germany's other

in order 1) to be in a position

1 productive activities of Germany

of such commorities as will be in

countries and which the German

to supply, 2) to establish rigid

of those goods which it is desired

s of militery secnrity, 3) to pre-

;bf severe pressure on Germany ex-
change retes as 2 resnlt of excessive imports of all

!

‘exports, and 4) to provide a series

of temporary
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of tempprary_interhaﬁgonal arrangements to replace
Germany's existing commercial agreé¢ments with her clesr-
ing- partners - s :

. These agreements shovul® be concluded as far as
possible on a multilateral and nondiscriminatory basis,
and should have, 1n general, an emergency and short-
term character--in order to facilitete a later and

thorough-going revisﬂon of the German.system of foreign
trade controls, ‘ . a
i
‘E.
4
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YORKING AGREEMENT, BETWEEN E AND UNE ¥ITH RESPECT 10
CERTAIN ECONOMIC,| SCCIAL AND LABOR MATTERS REIATING
TO THE UBITED NATIONS AND THE SPECIALIZED AGENCIES

With respect to economic, social and lébor matters relating %o
the United Nations and the specidlized agencies, E and UNE have agreed

'ﬁpon the following procedures|governing the preparation, clearance f

and transmittal of 1nstruct10?s to U.S. delegations and representatives, : i
position Papers, policy statements. comminicationg, inter-departmental ‘
relatlons, choosing of delegatlons and representatives, and related

'matters. (The word "papers" is used hereinafter to cover all of the
: above matters., )

l. Expediting and Coordination of Action.

(a) Responsibility for expediting and r&ordlnatlng the
oreparation, clearance asnd transnittal of papers will rest with UNE,
acting in accordance with the procedures set forth below.

b) All papers from |international organlzatlons and other

U S. Government agencies affecting the responsibilities of E will be

qouted by UNE through the apprbprlate office or division of E for ap-
propriate action. Transmittal of such papers to other agencies will
be cleared by E and UNE and other sppropriate units of the Department,

l 2. Assignment of Responsibility. ' A , 7z

(a) Positlon papers w1ll be prepared on all matters of con-
sequence, Papers will be asslgned to the appropriate offices or
d1v1s10ns in the Department by agreement between E (Mr. Stinebower or
in his absence ir, Dort or someone designated by one of them) and BNE
(iirs Kotschnig or someone designated by him), and in appropriate “ cases

‘;tﬁe interested political officer(s). UNE will confirm assignments by

memoranda to units concerned. |Substantive issues within the juris-
dlction of E will generally be lassigned to E and matters relating to
admlnistraticn, budget and organlzetion, including relations among UYW
bodies, the speCialized agenczes and other international organizations,
w%ll zenerally be assigned to UNE. (See 4 below for assignments to

other agencies.)

3. Development of Deparﬁﬁent Positions and Clearancer
1
(a) The officer to whbm a paper has been assxgned will be
responsible for developing the paper and for assuring its clearance
within the Department. He may call such meetings as may be required
for the purpose. Clearance wlll, to the greatest extent feasible, be

L.

. oy
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by ordinary clearance proccdurcs rather than by mcetlngs A1l napers
v1ll be clearcd within both E nd UWE., '

(b) I:; in connectlon w1th the development or clearance of
pq31t10ns, it appears deslrable to hold intra-departmental meetings

to cover matters bevond the scope of the assignment to any particular
office or lelSlon, UNE shall. bc responsivle for calling such meetings.
These ncetings will be chaired by persons sgreed upon by Mr. Stlne—
bower or Mr. Dort for Z and Mr. Kotschnig for UNE, or by pcrscns

designated by'ﬁhem. a '

(¢) Officers in E agsigned papers will keep the interested
UNE officer currently informed and, similarly, officers in UNE assisned.
papers will- kcep the interested E officer currently informed, Speci-
fically, both ¥ and UNE will provide each other w1th coplcs of papers

cn all ﬂqtters covered by thls menorandum,

4, lnter¢Departnental Rslations.

(a) In general, dcoartﬂental pesiticns should at least bc

(v) Informal discussions of a p051t10n w1th persons in other
agencies will be by the officer assigned responsibility for the posi-
tlon, and not by other officerg excent by agreement with the respon51ble
officer. Efforts will be made |to keep the points of ‘contact within

- State on these matters to a ﬂinimum.

(c) Papers nay be asc1gned to other agen01es for Dreparatlon.
Scch assignrents will be made by the office.or division assigned the
paper in accordance with 2(a) bove, which office or division will also
perforn any necessary exPedltinb functions.,

] (d) Formal 1nter-departmental clearancc will, cxcept inx€n~
usual circumstances, be through the apprOpriqte 1nter—departnental con-
nittec. ,

5. Other Matters, . E

(a) The executive secretaryship of theAUNE subccrw1ttee of the
ECEFP will henceforth be drawn from UNE.

(v) 'Delcgaticn lists?will,bé prspéred by ﬁNE after consulta-

tion with lir, Stinebower, or in his absence Mr. Dort or someone desig-
-nated by one of thems L ‘

CS/R

tentatively agrsed ‘upon before dlscu531ons are hcld with outside agencies,

’ Clearancés
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9. Statement Regarding United States Policy with Respect to the .

‘September 1, 1944

i

export industries,

-

 May 1, 1945

|ICONFIDENTIAL

- Recommends the sale of surplus industrial equipment ‘abroad
as being both beneficial to this country and in harmony with
. established policy even though such sale might give rise to
foréign industry which would compete for markets against American

“‘Dispbsal’of.SUrplus'War.PrOpertY'(ﬁ;AQ/EA),'approved

_ The-statement was transmitted by the Department of State
to the Surplus Var Property Administration, and subsequently to

- the chiefs of all United States missiohs. :

<58
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such commoditles as cotiton and colfes, fnvolving a
large pumber of producers and smell seals. operations,
ig suite Qifferent from that in the case of tin or
copper where conirol 1s highly concentrated., The
distinetlon, thersfore, bebwesn cartels and come
modity egresments might be based on the anumber of
producers imwolvéioV Any intsrnatlional arrangsment
involving, say, less than 1,000 producers right be
regavded 35 a cartel whether or not it is inter-
- goverpmental. A more fundamsatal problem, however,
ig the affect which 2 commodliy agreesments program
wight have on & cariel program. Meanufecturing
countriss, suech as the United Kingdom, whlch import
principally raw materlals, would argue that if <
internstional arrengoments are warvanbed Tor the
purpose of controlling the prices of commodities which
they lmport; such arrvengements are warranted also for
.the purpose of controlling the pricses of manufactursd
-goods which they. sxport. Lo ‘ * ' :
o C. The proposed Internaticnal Office for Busi=
nesg Practices would constitute a part of an inter-
national commerclal poliey organization if and when

such en organizabdion is established, .

Cartels and Full Employmernt

3. ¥r. Hinrichs reéferved to the shatement on page 2
of D=11, which recognizes thal pressurss to organigzed: '
cartels arise in lerge parid from dspression, trade
barriers, and meladjustments in production and thapthe
prospects of elimipating restrictive cartel practices
would depend on the sudeess of wmessurss for coping with
; believed that this statemeut should
be added to the recommendation on page 1 of document 10
A nrdar thatlt the cartel problem
might be viowed in perspective, IEvern though the cartel
raport is not intended for publicstiown, Mr. Hinrichs
thousht that & rvecommendatieon to the Fresident on cartsl

polisy should stress the ilmporsance of maintaining high
Levels of ‘ .

EEN

seononic activity.
, b Yr. Mascn Goubbed hhe
to the President the recommen
apart from considarations of
Tields, Thess counsiderations, howe
other coimittses, and bhe 4id not fe

.. appropriate
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. The Minutes of tne Meating of .
THE bXLCﬂTIVE COVMITTEE ON ECONOMIC FORBIGN PDLIGY
- held June 29, 1944 at 9:30 a.m. in room 295
State D@partmant Building '

APPROVAL oF MINUTES ;

| | ' ’
i l° the° The minumes of the mesning of June 27 will
be submi%%mg to the Committee at its meeting on June 30

| |

EGONOMIC'RFCONSTBUCTIOU oF
EASTERK AND SOUTHEASTERN EUROPE

2o Actiun- With &&&ﬂrence to "bconamiﬁ Rncua&truction
" of Bastern and Southeastern Europa” {D=16), the uommituee
decided that before considering the qvestlou of sstablish
ing a subeummi%taa and the terms of referencs thersfor 3
the document should be referred, with a reguest for a Ce——
report withkin two or three waeks, -t the C@mmittno on '
Liberatsd Areas for 1ts views and compent. Mr. Hewkins
: was requested to draft, in congultatlan with Mr. Currie,
~— ‘o statement refsrring phe matter to the Liberated Areces
Committee. Mr. Currle bsd pointed out that the gquestions
raiged in the document involved consideration of the
interests snd plens of other Allied countries, activities
of UNRRA. . problems cf fimaucin? snd other metbters of
garticul&r eoncern Lo the Liberated Areas Ganbiteee on
) whieh its advﬁce might be helpxulo
L
3. With reference.ta palnt 5A ©on pave 3 of the docus-
mend, regarding terms ©f loans, Mr. Hinrichs suggested
that prDVibiOH should bp maﬁe for can»ideretio& of minimum
labor standuids“ . . . o

A

‘i"'.‘l\: o

\ . hu With Lb&@fﬁ?&@lbo poinu h on page J,reyardlug -

‘ types of reconstruction which mlght qualify Ffor sssistance,
Mr. Enelund suggested the addition of a sube-polnt: Agri-.
cultural projects for the improvemsnt of productiep end
distribution of d?flGUlBh;&l products and of human
nutrition. ' :

e

oy
I

!

|

INTER&S” RAmFﬁ OX FOREIGH
LOANS | _ _ : _
. 3. Thw CSMmittes teek n@te of "Int%re §, hates on
?@relgp L@dns uy uGVOfnnaJE Agencies" (Dwih), prapxred

i | S .'7;f°3
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- for the infarmation of The COmmittee in response to a-

question raised by Mr- Hinrichs {(see M- /hw, page 3, .
paragraph C). It considsrod that the document required
no action at prewentwl ¥r. Hinrichs and Mr. Englund

indicated that they had resorvation ‘regarding the

doccument., ¥r. HiprAchs thought that interest rates on
government foreign laans were of greater significance

to the level of emplcymunt than indicated by the docua
meont, especlally in &L cconomic depression when & '
capital export program is needed %o supplement & domestic
program of public works,  Mr. Fnglund pointed out that

- goverument loans for|the develeopment of backward areas,

not initizlly attractive to private investment, would

result in ouporuunitiaq for pxivate forelgn ﬁpve stment

and in incrsased umoimjuan* 1n:%ho 1unding”ﬁoumf§ﬁeso
This aspect of the provlem should recelve ! n ths docu=

- ment more. wnrsiderabiem taan it hasou

1
ll
.'i.

6, Mr, Ellswnrth'prusented the Report Gf the Comp' :
mittee on Reparaticn, Restitution apd Property Rights,
Parts I = IV (D=17 34|21}, He indicated that these

documents had been apvraved by the Postwar Frogremns
Committes of the Department of Qtate with some reserva-

REPARATION

- tions. The part of the report on lesbor services had been

remanded to the R»pﬁ;acion Commlttes for further study L
and revisﬂoue Ho w1@ ed to indicate brierly the direc- o
n the Committem on this subject:

. A. The Bnitm& States should not oppose labor
service should 1% bve propcsed by other- Alliedf ,
powars. Jt ean}aerve an important ecanamic funcn

- tiom in re@onstfuctiono_ .j

. B. A dis tinct=on should be made, nowever,
betwsen two tyueu of service, 1.e., that which has
entirely an econsmdc function and thab whifh has
cther functiens=l

{1) In the first case, worksrs might be
raoruited by the German Government on a wvolunbtary
asls or by|eansaripu¢01, The present Todd
OLpani?atlcn night be maintained, provision
being maﬁeifor'wanes and conditions of work,
possibly san@¢vised by the Internatlonal LabcnL
Offieeo:  K i
¥ monded M-/5

1y
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{1i) 1In the second case, the workers
would conoist of members of the 5,A.; S8.8.,
and the Gestawog ‘organized in labor battalions
for service 'in foreign countries, Thus, per-
sons consituting a threat to stable government
gould be kept out of Germany until it was in
a pcsiticn|to hanﬁle themo‘«

E

‘ 7. Mr., Bllsworth stated that the Reparation Committee .
‘was of the view that, any opposition by the United States
%o reparetion would likalv cause deep resentment among
other Allied powsrs. The United States had suffered no
war damage, whereas devestetion in other Allied coun-"
tries had been great, ;| Furthermore Germany under sconomic
eontrols would be in e position to meke substantial
reparation, The object of reparation, however, should
be econcmlie reconstruction., The period of reparation
_ should not he more than %en years. Innscent young
Germans should nob h&ve to bear the burden and Germany
should be permitted as soon as feasible to become inte=
grated into the world economy. The Comnities suggested
that roughly two-thirds of the total reparstion might’
be paid during ths first five years, the prinecipal perilod
of recomstruction, and cne-third in the second five years.
The tranafer in the early part of the periocd was to be in
the form of scheduled deliveries in kind, together, later:
on, with cash payments: incrﬁasing as ‘the development of
an expert surplus permitao-

8, The cammlttec had no Specific amount to suggest
ag the total reparation. The chief ; guide weuld be German
national income in relation to a %olerable minimun standard
of living, A guess had been made, Mr, Ellsworth segld, Ty
that Cermany might be able to pay from 20 to 30 bk licn o
dollars., - O this amount ¢5 to 20 billions would be collected .
in the first 5 years apd 5 to 10 billions in the second ‘

5 years, The appcrtvnnmmn of total reparation available

'ta claiment goveraments would be in accordence with the
destruction of physical non-milltary property and, with
less weighting, occupation costs {in order to take care
of thée ccuntries with' rclabively 81light physical destruc-
tion, such as Holland, Deamark, Czechoslovakia, ang Greecs ).
Some atcount might be taken, howeverw of the . amount of
resistance made aﬁainst occupation. ’

. . R
Qe .
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9. Mr, illsworth aoimaeﬁ 0&* ‘that. his committee Wished
to emphasize that the! commissions established to deal '
with the German econony and reparation would need to be
very ciosely coordinated, and that it was recommended
that in the reparabion’ ea&ax s8ilon plural votes he glven
and the United States.

: lG Raatltubian agﬁ reglac ement were considered as
related paris of TPQ&SR@iOﬂa The former term relates te
identifiabic stolen or looted property. Restltution
would not be deducted from reparetion claims, &1tnough
there was no tire limzu set, it was assumed that it .
would be carried on as rapidly as possible, Repl&cement
relates to looted mrog@rtv which has been destroyed cr
cannot be found and %s'l&mninut Tfrom reparetion in kind.
ged tnat replacement cedtegories.
would be narrow, l&x¢$3d 50 such things &3 gold and
objeets of art. In the case of gold some members of
the commitiee had preferred the establishment of a
Furopesn pool for all gold found In German hands, Gere
many being permitted to participats therein in connece
ticn with the staebilization fund. This would permit
the gold. The replacement
plan would prebelj lesve Germany with no gold, since
1vs estigated stocks aboub equal the smount of looted
gold. The majority of the committee, nowever, believed
that the proposed yaoA'woulu net oe pclitxcally feasibleo.l

o ll. I regard o uhe thlra scation of the repor% . #
{D=20}, Nr, &¢1 sworth pointed out the omimsion of & peimﬂ B
mhich appeaﬁed in uhe'cmmmantary @f Sectian iv: ,

"Tn the cveou that &vAmmn property in &
United Nation 1a’mv'alqeﬁ the amount of repapa=- ~
tion to be reselvsd by *hd% country should bé \
-~ reduced by ths Koailé@@ or falr value of such ‘
- property, up ol @f“ total of 1lsg reparation claimj
whether thse pr oea eds of this property is used in
'thw sLoulepmng a;,veparation claimﬁ or not W

Thus, German property ia the Uniteﬁ Stat@s coula be’
used tola _aee this nutipu?s claims against reéparatlons,

:
i

QUESTLGN& TOR WURWHLR bTU?Y

l 051 tu@ “ubgaat of gremwar debts, the committ%@
hsd merely reporyved that much more study is nacessary

. | .j : N | N : _&nﬁ ’

AR A
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and that such gebts shoulﬁ receive a low priority rating ,
among other c¢lahims apgainst Germany.  More study is also
needed on the subject| of compensation to be granteﬁ to
persecuted rslisgious, racial and political groups. Such
compensation might take two forms° a contribution to a
fund for resettlement and lump sums for individuals;
Attention was also called to the possibility that a- part
"of reparaticns might take the form of a contribution -

|- for the maintenance of peace, depending on the nature

of the provisions made for International security. It
should not be prOposed however, that Germany contribute
. t0 the support of armies of individual powers. One
" preblem presenting great difficulty is the restoration -
of securities, There has been a great deal of looting
in this respect and it would be extremely difficult to
determine the ownersnipo ; ,

13n Mr. Ness inquired whether consideration had been
given to the possibility of dealing with reparation in a ‘
manner gimilar to that followsd in reverSe lend-lease, . = |
‘Payments in kind could be msde to the various claimants . S
as the needs therefor arose. Mr. Ellsworth replled that ‘
although the committee had not corsidersd such a proposi-
tion, 1t was éenerally egreed that it was lmportant to
decide, as soon as possible after the war, what the total
claims on Cermany would be and what proportion thereof ’
should go to each country. A definitive settlement, if
within reasonable limita, would induce Germany to dispoa@‘u
of its raparation oblizetions as soon as possibla and '
<would thns facilitate reconstructiono'; ~

, “

lho Mrg mnglurd pointed out that a heavy burdqn of
reparation immsaiatelj after the war would preclude an -
early restoration of Gérman commerce and thus restrict
Germaeny's capacity to.'pay raparation and delay the

 esteblishment of German economy on a liberal trade basis,

Why, therefore, not defer reparation payments Zor a few

- years? Mr. Ellsworth replied that. reconstruction ‘would
take place largely during the first four or five years

- immediately following the war and that whatever Germany v
could pay in that pericd would contribute more to -recon= ;
struction then a larger amount received later. . »
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ﬁISCUSSION ON RLPARATIORS

15, Ths Chairman ask@d aach member what pointv he
would like to raise for discussion in following meetings

on- the subject of reparation° Theéfollowing questions..

were presented° i _
_ A, In ﬁiew;af uhortages of materials, how can
- production in CGermany required for reparation be
obtained prior t& “he time when exports will be
aedequate to pay Ior imports?

B. Should funds bo loaned for %the purchase
of the materials or should the materials be furnished
0 the Germans for fabrication, the fabrication costs
being charged against renarations acccunt?

¢. What claims in respect of social security
' righ%s of fcteeﬁ labor should be admitted for'
C§&£&biuﬂ.
. D, Should not requirements for labor service
be related to specific projects in order to obtain
the maximua eff?ciency?

E. With reference to 1abor service, how would
selection of workers, minimun labor standards, safea
guards, etbe., be daﬁermined? ' .

: F. Can not,the total reparation sum be datermineﬁ
now on the basis of what Germany will be able %o pay
-during & glven psricd of time, the emount of damages,
affecting merely the allocation of the total’sum,
‘ba:mg mfy for’ S@terminat ion later‘?

. G. In as munh as the Reaaration Commission must
bs gulded in 1ts operation. largely by developments,
-should not% the. problems which will confront the Com-
miss;cn under dlffarent conditions be indieated?

h: bhoula not the report empnasize more than
it dces the fact that the total’ reparation is not
Arelateé to tbeltotal damaga done? '

I. Should phe word "reparation" be discarded
because of “he'unfavorgble connotations due to

B

DI - o .+ experience
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‘experience after tﬁn laat war and the word "reatitue
tioa" bs bubstitutad? ,
{ i

Je Hmw does tae sammitnee propose that the sums.

.fof soney involvedlin the flight of  German capital to

should be used ror renaration?

1

K. Should theiﬁnitaﬁ States waive its reparatian |
claims on Germany?f

Lo Skoulﬁ not t?e "tolarable"<minimum standards
of living Tor Germau be shar@ly defineﬂ?

M. Instead of|restoring the old European eacnomic
balance might it be better to shift the balance in

- favor ox‘ﬁnighboriﬂg countries?

. N. Because Unﬂted States ¢lailms on Cermany for
reparation would bl largely cash instead of ¢ oods,

~ would the United States have a very low priority

rating in the anitiﬂl reparatians period?

16, Thase pramant at tne maetint were'

|

Dean Acheson, {Presiding) Dendrtmmnt of Sﬁate
Harry C. Hawkins, Deportment of State -

Norman T. Nessg, (Alt@ nate ) Department of the Treasurg
Eric Englund, (Alternuta) Department of &gwiculture '
Ames E. Tavlmé, Depar%meﬂt of Commerce ' o

A. ¥, Hiarichs, Deparumsﬁt of : Labor - ' .

Oscar B. Ryder, Uaiﬁai States Tariff Gommission 4
Lauchlin Currie, Fcrelgn Eccnomic Administration

Walter lLaves (0bserver) Bureau of the Budget ‘
Robert M. Garr@ (Exdeutive Secretary) Department of %tats ‘
Jamnes Q Deber, {Recor&ing becretary) Deoartment of State

L .
W

lee-
I B '
James K. Angel;, Eoreign ch&QmiC Administration‘
Paul, T. ElESworth,‘Department of State ‘
Doriald Fiss, Departuent of State
Alex an&er M. Rosengun9 Depart&snt of State

!‘{.

|
|
It
|
I

204352

x
i
|
|
|
|
|
|
’E
i
|
|
t
t
I



http:Forel.gn

’,.

?ﬁ%géﬁﬁ ¥ﬁhﬂ%&& ”'EG“ 3§3
T BBE PR S Y ) Entry _/0 o
:,B;Céj:wmeuz@%‘ File etee S s = LD/‘/V
. ™ Box _S S '

R A |
' | ~ \‘A o A

A uECPB“‘ ECEFP M=14/bds

The Miy &K%P the Meeting of
THE EXECUTIVE CGJ ; EE ON ECONO! MIC FOREI&N POLICY
‘held July 5, 1944 at 2:20 p.m., in room 285
State Depsrbment Bullding

APFROVAL OF MINUTES . N o o

1 The ‘mirutes of June 27 w@re apgrsv@ﬁ withoug
amen&mantq

e
!
\

B

WAR PRODUCTION BOARD .,
REPRESENTATYON ON HQQL
COMMITTER

2. It was reported that the War Production Board .
‘had ralsed infarmally the question of its representation
on the Wool Commititse, established by the Executive Com-
mittee on June 2, 1944 (M-6/Li). Action: Sinee the Wax
Production Board nam been active In the Government?s
stoekpile program for| wool, it was decided that the
Board should be. 1nvﬂ+9d to deglenate s rﬁpresentative
%o serve on the Committﬁe on WOolo

SECOND REPORT OF m&j
SUBCOMMITTEE ON COMMITTEES

3. Action: chsiderablon of the Second Report of
the Subcommitoee on Cemmi tees (D=2) was campleted and
the following actieﬂ takenﬂ

A. b@@t101 S, Part I, reccmmend ing the tarmina»
tion of the Speciel Cammittse on Inland Transport,
was approved,

B. Section &, Part I, recemmending the termina-
tion of the Special Committee on Metals and Heavy
Industry, was approved. It was polnted out, however,
that there were lmportvant problems to be aealu with
In this field and that it might. be desired to . ‘
establish later a subcommittee with more specific

~ terms of ra*erenca then those of the committes in
questiono .
c. Section s Part II, recommending, as in the
case of other related committeas, the establishment

204353
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with a view to b?lﬁf&h& thﬂm to tne
attention of the “xptutxve C&mm¢tteao

E.’
B

Basig for Determining Amount of Reparatiom

5, Mr. Currie thcu 4 that the reparation report
should emphasize more fhb faet that the total amount of
reparation tc be pald by Germany should be determined

on the basis of G@rmans 8 GuP&@&ty t6 pay and not with

Areferance to admlsbible ¢laims for ﬁ&m&gﬁs which would

“urva merely as a basis for allocation of.reparation
&mong claimants, £nsteaa of &ﬁﬁoﬂ?u&?g In this conneg-
tion to determine &gfixaﬁ amount of reparation (the
%xfferenc@ betweenla tolsrable minimun level of living
in Germany and tosal possible. produc*ion}” would 1t not
ma preferable to aetermina merely the tolerable minimum

1iving standard andﬁ in the first five years (which would

end with, or not. lonn after, the period of occupation) to

take, as reparatiﬂni production in
to maintein the minimum living level

6. Mr. Rosenusn suggested that a specified amount
or reparatlon, ir rnasanawen would provide some incentive.

%o Germans to meet

7. Mr. Currie|
preoduction or repa

and workers would have full empiaymﬁut and receivs steady

:thair obiiqablon in the snortest tima

| ,
ﬁellav v uhdt tne amount of surplus
ation which could be obtained would
depend largely on uﬂo administration of German economic
control, The pressg urv of such control would opepate on
%he economy &s a wnaia and not on individuals. “Orders
for reparation aecounﬁ would be placed with factories

wagesu Orders for‘mradvetian of goecds for German con-
sumption would, however, be restricted, None would be
@ermitted for building up German capital equipment =
except possibly to lal 1imited extent in ce rtaxn_selected

?ases related to péyment of repardtlon.

«%(r

| I8 t*ans wnicn would

-

: 8, Mr Einrlchs p@intaé out tnan in order to get
; maximum producticn, Garmany and also Russia had in the }
{ past exerted pressure directly on the individual worker
; resorting to punitive measures, such as the withholdiha?
; of ration cards. We<should not impose on Germany cone
-resaAt in a contirustion of such

|
il
|
|
|

o,

ey

.}j«] o ' practieesa«

axcess of that require& ‘

e

!
} , ' & ) : 1
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urartlceso It would be opposed oy &merlcan Labor
whicn looks forward to the rise of a free lebor moves !
ment in Germany. It ngnt be avoided by providing .
inqentives in form not only of a limitatlon on the
reparation period, but also of fixed &nnusl repara*lon'
amounusn Droducnion in excess of such amounts would
be [divided with the Gezmans, paxrt being added to reparsa
t$on, and part being used by the Germsns to shorten

the reparation pericd or to increase the Germdn level
'ofll;vinp in mhe for m.af 1nsroa8ed output of focd and
elethinga o A sand

, 9. In considering the subject of‘a minimum standard
of | 1iving for Germsny in the period of reparation, the
gquestion was ralsed as to whether Germany should bs
permitted a higher standard than that of surrounding
countrlesn vicetims of German destruction, such as:

Boland and Russia, and what the attitude of such coun-
tries might be toward: pormittlng Germany in the period o

‘ af!?eparatioa an increase in living standards, .The view
was syxpressed thau the imposition on Germany of a live
ing standard as low as that of Poland would not only
adversely affe et Germmmy?Q'qbility t0 pay reparation

bﬂt would also result;in instabllity which night
-Jeopardlae attalnment of the vl timate objective of re=-
integratinﬁ Germany with the world economy.

l@« It was poiuted out that ome imporiant factcr ,
affecting the capaclty of Germany to pay would be the
uapital equipment. that 1t was permitted to have. MNr.
Cur¢4e was of the view that reparation should be limited
Lu wast  could be produced with existing machinery.
Germany should not be permitted to emerse from réparae
tion with the advantages of a modernized 1ndustr1&1
plant, Nr. Ryder questioned whether a prohirition
aiainst increase IniGermany'!s capital equipment was.
ccn51sthnt with the objectives of obtaining the largest
posqlble contribution of reparation to eccnomic re-
corafruotion and of: integrating Germ“ny as soon asg
possible into the worid economy, and of developing a
German export trade, which would be adequaie for thess
pprposeso Neither should Germany be permitted to grow
too strong economically. A middle course should be
possible@ In this connectlon, Mro Finrlchs proposed
the followmng formula:

s

"Capital axpenditures beyond maintenanee
shall be autherized only after they promise to

T

yi o o '1ncreas§

- | I 204355



http:perieq.al
http:fOl'i1lJe.rd

increase output per mane-hour to such an extent

" that the quantiiy of labor saved by the end of _
the reparation pericd and hence applicable to in-
crease reparation deliveries exoceeds the labor
that is naad@d‘for n?ant and equipmentm“

‘i

%rq Cnrrie thought that this formula might be satisface
tcry if the reparation perlod were short, sco that only
the most urg@nt capital improvements would pay out.

il. With refersnce to Mr. Currle’s suggestion of

ﬂortengn@ the pericdd of reparation froem 10 to 5 years,
Me, Hinrichs pointed cut the neef of a tapering off
period as r ecomnended in the repors, %o avoid in
Germaqy a problem off sudden reconversion., Mr, Currie
replied that with a flxed termination date for repara-
t}an Germany could work out its reconversion problem
in advance, Although Mr. Taylor favered a reparation
‘periad of less than 10 years, he doubted that it would
b@;p@q ible to rix now & definite period, ai least not
" a five year periocd in view of the prababxe reaction of
axher countries with!the memory of devas»ation still
v1vido Mr., Currie felt that more than 5 years of repairge
t¢0n would p?egudicy the establishment of democratic
gcverament gnd the Lalnt@nanc of peace. He pointed
cut that, nopa of 1limi twng the period denended on tha
oosition of the United States..

‘Reparatlam'zge Restitution

12, ¥r, Currie suggested that the term, "restitu-
tlon", be substitutedifor that of "reparation". The
latter is associated with the unfortunate experiences
with reparation after the last war., Furthermors,.
restitutian wau]d preclude many claims that mizht be
justified by the term, reparaticm. }Mr. Rosensom re-
pﬁlad that in the terminology of the last few yoarsx
reparqtiong restitution, and replacement had taken
on specialized meanxngs*anﬂ that substitution now
wauld be apt to lead %o.considerable confusion, Fure.
thermexes restitution would preclude cccupation costs
as a\clalm agalnwt Germaay which, 1t was believed, was
Wdrrantaﬁa . ' LT

Relatlon of Repération and Germany Documents
| T

113« Mr. Englund suggested that the Committee might
be 1n ‘a better position to judge the rsparation report
after it had completed i%s conslgeration of D=22, setting
forth the general objectlves of United States- economic
policy with respect to Garmqnyo He thought that there .

mizght

R [ 204356
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might possibly be certhin incomsistencies tetween ‘them. N

Tor instance, in the raparaticn report Germany's capacity
to [pay appears to be related to a physical situation obe

taining at the termination of hostilities whereas, in x
D-22, some stress appears to be placed on economic de=-

' “velopment in Germany as a factor in its capacity to pay.

ir./Currie observed that criticism of the reparation
report seemed to involve matters of emphasis and approach
more than matters of‘substanceck Mr. Ryder suggested that
thls wnight be rectifled larcely'bj revision and elabo-
ratlon of the summary (le7) o .

14, Action' e, Rcsenson was requestad to compare

‘the r eparation report with D-22, "Genmeral Objectives of

United States Leonomic Pollcy With Respect t0 Ggrmany™.
and t0 report %o ﬁhetcommltteeeat its next meeting any
inconsistencies dlscovared,

AGENDA - R

15. It was. agrced that discugsion of reparatlon
should be continued at the meeting scheduled for Frie
day, July 7, and that consideration .of the Report of
the Commodity igreements Committee should be deferred R
until tho regular meetlng cn July 14, , L

b . ) ) . LR
ATT&WDANCE :
] i

16, Those preseﬁt at the. meetlng wer

Mr. Harry C. Hawkins,‘(Pre31ding) Department of State
DrL Erie Englund, (Altern te) Department of Agriculturse
mr, Amos E, Taylor, D@partmept of Commerce
¥Mr. 4. F. Hinrichs, Department of Labor
LrL Oscar B. Ryder, United States Tariff Commission’
lr, Lauchlin Currie, Forsign Economic Administration
Mr, Walter laves, (Observer) Bureau of the Budget
Mr, Robert M. Carr, (Executive gecretary) Department

: ' ' of State

- Mrlb Iamés“Q. Reber, (Recording Secretary) Department

igqf State

[ ’
— %! 70 12NN ,

Mr. Arthur Burns, Foreign Economlc Admini“tratlon | L
Mr, Laurgn W. Casady, Department of the Tréasury - LY
Mrl, Otto Nathan, Department of the Treasury S

Mrl, Alexander M. Ros?nson, Department of Statev"

1

- . : ) . ;3 e

¥ - 204357



http:Hawk:i.ns

Repaoouceoarmewwfo‘uIW ? DC.CLASS ED - RG 353

. e 1104 Oalz O 23 25 ile '5.198 ECEFP MEETINGS
35’} " PAD st F"e : = 3. Documents 31/44 - 40/44
~ Box s |

.
Ly _ ‘
:
!
:

g | 204358 '




_F REPRODUCEO AT THE NATS‘O" %L

/ANDARD FORM NG, 64

O]_‘ﬁce Memom dzmz UNITED.STATES GOVERNMENT

TO
FROM

SUBJECT:

et e RIS & |

DcCLASﬁFED | f”
fAmMWyNNDVeoceg
3y TE  HiRA Dite (023

]

N 4 5 193 ECEF§ SUBJECT FILE

* e 2. BUFFER STOCKS :
7 } e Economlc Objectives

with Respect’

“to Germany, Japan, Rumania, et:c

it

i

Mr. Stindpower - EQA ﬁ;r}$;“. ’//DKHE July 18, 1944

'MI‘» Carr - ECA

b

It is desired to bring to your attention in

connection with the revision of D-22 the following
excerpt from the minutes of the July 7 meeting of

the

Executive Committee on Economic. Foreign Policy:

"12. Mr. Resenson pointed out that the
Germany document ! stipulated for a "reasonable
settlement of German debts to governments and
nationals of the United Nations, whether such
debts are in the !form of blocked balances,
clearing accounts, or any other forms, and of
proper c¢laims which may be advanced by foreign
workers and other displaced persons in Germany",
The reparation report merely recognizes the
existence of pre-war debts, places them in a .-
low priority position relative to reparation
payments and recommends that the question be
given further study. With reference to the
question of clalms which may be advanced by
' foreign workers and other displaced pereggs)
in Germany, Mr. Rosenson recalled that the
subject of soclal security claims had already
been discussed in the Executive Committee and
that it had been decided that the minutes of
the discussion should constitute an appendixz
to the reparation report.

=y,

13. Action: The Committee agreed with

Mr. Rosenson's view that the Germany document .
(D-22) should be made consistént with the
reparation report by inserting, as indicated
below, the word "identifiable", in the follow-
ing phrase centalned on page. 7 of the Germany
document: . v

4

"Replacement:éf identifiable objects stolen
by Germany and of identifiable productive facilities
dismantled or moved by her...."

lh. Mr. Rosenson called attention to the

fact that the Germany document provided for the
return of property to, or the economic rehabilita-
tion of, minority groups whereas the reparation
report provided not for the return of property,
but for indemnity up to some moderate maximum

per person.,’ThejBeparation Committee had decided
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against the full return of property within
Germany to minority groups mainly for two reasons.
The first was the tremendous administrative ‘
difficulty involved in executing such a program
because of loss . of proof by claimants, absence
of claimants, and varying circumstances under
which property was lost.  The second was the
belief that the full restoration of property

- to the groups in question at a time when the
German public in 'general was passing through a
perlod of great difficulty would have unfertunate
social oonsequences. '

C The Cammlttee agreed that the Germany
document D-22, should be revised in this respect
to conform to the point. of. view expressed in the
Reparation Report."

A.ADStohe:MD
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The reparation document is silént on the question

of {claims which may be advanced by forelgn workers and other

displaced persons in’ Germany.
' 3. The Geémany document speaﬁe (page 7)‘of the
“replacement of identifiable objects stolen

by Germany and of productive facrtities
dismantled or moved by her...."

are not identifiable 'to a very few categories, the most
1mportant of which are gold and works of art., To make the
two documents consistent the word "identifiable" ghould be

inserted before the term "proéuctive facilities" in the
above cited passage.‘

4, Among the objectivea of pclicy as given in the
Germany document there: appears (page 10) the following!

"To enfonce as far as posslble the return of

. propertyl to, or the economic rehabilitation
of, -minority -groups within Germany which have
been systematically deapolled.”

The| reparation document does not provide for the return of

property to the groupsiin question. Instead it recommends
that individuals belonging to such groups receive an
indemnity up to some moderate maximum per person,

-t

Mr. |Alexander M. Rosenson
Department of State

July 7, 1944 o
, -
b

The reparation document limits replacement of objects which

e

.
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SUMMARY: REPORT OF REPARATION, RESTITUTION, AND
PROPERTY RICHTS - GERMANY | ‘ |

'
|

!

'(A§'finally revised ahd approved by the Executive
,Cqmmittee on Economic, Foreign Policy at its meeting
on August 4, 194LL.) |- R V
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The prohlem c

through

nature,
This Coverument

The “direct®

wQ;gn this country may ecewve,
of other natidns winid
German aggression are
|
concern of this Government Wwita] Tes
reparation is that tuJ program aid
of (or interfere as little as possible with) its
political, and securlty,obaecblves anﬁ

intares

. (cf. 1‘3 17

REPARS

s 326 o

! 1
German reparation
to tirve broader queés uion of a3feneral peace
vﬁllcb

economlo,
While not in itself a najbr eans
hese objectives, |a reparation 3ro~ran can, depend-
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1te€ States 1n German

o vions
aan security ob-

greatly help or alunder
has asproacaea
ﬂerman reparation Wlﬁu a view to reacx1ng a selution
which would fa01lltate the attainment of these Ob380*~
of the Unlted States in-
, German rep%racloa, i. e.,ln tiie amount of reaaratlon

il bave SULfeTGO

is smalls
=5 2

111

t:ronﬂq D-21,
,)

August 12,l9hh

AYD

SU.J

ration,

is immeliately

hope to
of achieve

their attain-~ .

the problem of

"~ The claims
severely fron
ntial,
spect to German
the attainment

" The

econonic,

policies.

Broa&ly stated tne general ecanom;c and OOllthal

1.

isarmament of

I

objectives of this Gove;nnenc are as follows:

The preservatipn of peace by a system of col-
;he ag eressors.

2. The early return to a uu¢u1]qter 21 systen .

[

3. The rapid recos

L. Tie maintenancq

5.

T TR VT S

With respect to;Germany:

A e Wk wh h L s s b S

l/ Based on General Obgeotlves of Uﬁateo States Econonic

L

W
]

e s

of international trade and finance t“rouga the removal
ito the movement of goods and

sstruction and! rehabilitation of
torn areas. 1

of high levels of emoloyment and

a) The
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i
i
H
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1
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Policy. with Respect to Germany.
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ol of German economlc war potentlal.
ever, is not assumed to imply a

i
i
0

large scale and oermaneﬁu impairment of all
German 1ndustry. e ,

7 weondnice GomlﬂnuiOﬂ

The eventual 1ntegratlon of Germany into the
world economy. ;

The establlshment of dehocrétic institutions,
including a free trade union movement.

Special Arrangements for the Immediate

Post-Surrender Period. 1

a p3

ated promptly, both in |
tlon and to avert an unﬁue impositi

post-surrender period.

}
i 1

It is unlikely that agreed de0181ons regarding all of
basic policy queutlons can be reached during the immedi-
It is. essentlal however,
rogram of restituticn and regaratlon transfers be initi-.
order to hasten European reconstruc-

that

on of European recuire-

ments upon the Anerloan economy whlle the war against Japan
is still in progress. | !

In order to brldge this gap, 1ﬁmedlate discussions

looklng toward agreement among the clalmant states or,
in any event, among the United btates, United Klngdom,

and

augurated.
reached on

the machinery
of Germany;

the immediate

|

1. certain minimum basic princﬂoles*

Union of Soviet 5001allst Republics should be in-
Prellnlnary agreement must oronptly be

2. an interim revaratlon organﬁzatlon and
the relation of this organ1zatlon to

of Allied eco%omlc ¢ontrol

|
| .

the developmeet in advance of ‘the military
collapse of Germany of an ad hoc program
Tor reparatlon deliveries Wﬁlch will meet

needs of clalmant countries.

Such an advance program is essentlal to .
the orderly reconversion of
‘labor to post-war productloﬁ.

lindustry and

The purpose

204364

oy,
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The purpose of such an 1nter1m arrangement would be to
1n1t1ate and develop allarge program|of restitution and
reparatlon transfers eyen before the terms of a flnal

agreement had been settled ‘ ‘ |

v A - temporary arranoement of the k:nq contemplated
would remain in effect| until a more comorepen51ve program,
based on a final agreement, could be\Jnauburated

‘ |

ITI.| REsumé of Recommendatlons on the Final Reparatlon

Ag;eement : |

) The essential elements of uhe orogram recommended in
the Reparation Report may be summarl%eﬁ as follows:

1. Time Period. f; : ' i

‘The reparation oerlod should begln as soon as the -
Unlted Nations have the power to impose economic con-
trols on Germany. It %hould be llmlted to & minimum of
about five years from ats inception but perhaps nay have"
to be extended to ten.| K Both political and economic con-
siddratlons emphasize the need for a ' short reparation
perilod. ’ f | S

’ |
The urgent needs pf the devastatea areas for re-
lief and rebabllltatlon and the de51rdb111ty of restor-
ing normally functlonlnb economies 1n these areas as -
rapldly as possible demand quick and'de01s1ve action.
Moreover unless the Unlted Nations stand ready to ex-
ploﬂt fully the opoortunlty for cooperatlve action
durﬂng the early period after the surrender of Germapny,
it may prove difficult to- accompllsn‘tne aims of the’
program. '

1
7

The one-way mOVement of goods and services which
takes place under reoaratlon is artlfL01al and necessarily
V// dlflerent from normal trade. The longer it continues

the |longer is deferred the full resumption of regular
multilateral trade and the desired integration of Germany

into the world economy. .

From thc polltlcal point of v1e%, it must be

remembered that the humlllatlon and cost or reparation

w1lﬂ almost 1ncv1tably be ass001atedlln the mind of the
German public with the regime 1n‘pomer at the time, For
a this

|
\
o
|
|
|
i
|
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this|reason, long-contlnuud reparatlon would prejudice
the estubllsﬂment of dcmocratlc government in Germany

and,flndlrectly, the malntcnance of peace.

;Tne collection of Substantial reparatlon from
Germany will probably bo impossible without fairly
exten51ve controls ove r the German economy. Since this
Govcrnment has taken the position that enduring controls

/ of thls nature are undesirable 1/ the length of the
k/ renardtlon porlod w1ll[noed to be correspondingly limited.

1

It is realized, hLvaer that ‘the countries which
have been devastate& Uy Germany will probably demand a
much longer reparation purlod. The long-range objectives
of thls Government make: a five- -year period preferablc to
" a 1onger onec. If it ﬂs found necessary to extend this
e perlod however, rebaqatlon deliverics should in no event
con§1nue beyond ten years. In case a period in excess of
five years is adopted deliverics should taper of ¥ toward
tholond of the cxtunaod period.

2. Amount of Reparatlon.
|- '

In view of tho numcrous uncortalntlos surround-
ing the post-war q1tu&t10n of Germany, no uscful purnpose
woulﬁ be served in attcmptlng to estimate at this time
the| amount of roparatlon Germany will be able to pay.
Tnesc uncertainties rulate especially to the amount of
damago to physical plapt in Germdny, the degree of dis-
organization or dlsruptlon of the country s working
force, the nature and extent of oconoalc disarmament, and
ter%ltorlal adgustmcnt.

This much may be stated with OOnleGnCC, however:

a) Barring dlsmvmbcnnunt or extremes of dovaqt&tlon
Gurmany w1lltbo capable of paying, in absolutc
terms, a very substantial amount of rpgaratlon.
This has been made monifest by the proportion of
mtional 1ncome devoted by Germany (as well as
by other countrles) to war purposcs.

'b) Large as it may be in absolutc tcrms, the amount
recoverable fram Gﬂrmany will, in all probability,

be

"Sée BCEFP D-22/L%| cited, B 2. T

3

g
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be but a\small fraction of the total admissi-
ble claims, and a much smaller fraction still
of the total dlroot and indirect damage caused
by Germany to the claimant countries, It would
o be highly mlsleodlng and dangerous to let the
notion. gain currency that Germany can be forccd
to make good all or even a largo part of the
damage she has wrought._ : ,

c) Reparation déllvorlcs by Germeny will be
limited both' 1n character and amount by the
goods and sorv1ces the claimant countries arec
willing and able to tahc.

{

. Certain gencral 9r1n01plos rogordlng the amount of

réparation arc re commﬁndod as follows

(1) A4s botweon the omount on the onc hand,

and the time limit on. tho period; of rcporotion on the

other, the time limit|should be the governing factor.

Thls mcgns that 1nstood of beginning with the asscssment

of a dcefinite amount Ou cpar ration and odjustinb the time

period accordingly, the maxlmum time limit sihould be
defincd from the outset and the greatest possible amount
of reparation should be collected during that period.

: ol : -

- Provision sihould bc madc for extending the
time period in thoe ovent the £1llicd authoritics belicve
thc]roooratlon pro%rah 'is being sobotogod Converscly,
in tho cvent tno'rooorotloo period is dotermined to be
moro than five ycars, it may bc desirable to hold out
to tﬁu Germans the 90851b111ty of reducing the ouroﬁlon
of tuo period by fulfllllng their obligations cnorzoeti-
cqlly. The decision as to tho duration of rcparation
should not be made known to Germany until an appropriate
time in the light of DOllblCul dovolopmonts.

e

(2) During the poriod: of recparation the
Gcrman bcoplc should bo gcrmlttco to rctain such part
of tholr production as may be reguired to maintain a
mlnlmum preseribed standard of living. It is clear :
that the exccution of: such a program will rcauirc cffective
controls over the oconomlc lifc of thc country, perhaps
similer to thc wa rtlmx controls now in forco.

f

During the contro scriod G'rmany S producblon will

T

. consist
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Stocks of raw materials and food. above certaln ninima

for| German use will, no doubt, be taken immediately from
Gergany and transferred to tne most needy surrounding
countries., 1In regara\to other classes of goods to be
1ncluaed in payments in kind, deliveries should consist

ot tae widest pos51ble ‘range of goods needed by the
clalmant countries for rehabilitation and reconstruction
puraoses. Reparation|in kind sihould include machinery,
electrical ecuipment, |and any other types of manufactured
goods that Germany is|fitted to produce and the claimant .
countrles are willing|to accegt "as well as coal, fertilizers
chemlcals, et cetera.| Only in thls way can Germuny malke
its maximum contrlbutlon to - the European recovery.

One major questlon, however, remstins to be answered:

To what extent should | reparation come out of existing
stocks of goods and capital eoulpment and to what extent
out|of current product10n°

|| : . :
Thls question 1nvolves consideration of the follow~
ing|fTactors: ‘ : '

: (1) To *1atse ctent should deliveries be made
out|of existing StOCa& of goods and capital eguipment
for|the purpose of SutlQLYlné 1mmed1ute nost-surrender
needs in the claimant countrles°

Dellverles;01 tiis nature siould be confined
to the early years of |the reparation period, first, be-
cause tiney will make their maximum contribution to European
reconstructlon in these years, when the need will be most
urgent and secondly,rbecquse such transfers in the later
yeqrs mlght impede the reintegration of Germany intg the
world economy. The tqansfer of egquipment, particularly
of equlpmcnt for capital goods industries, should be subject
to the condition thntythe ability of such ecuipment to
oontrlbute the net reconstructlon of Buropc¢ is not thcreby
serlously 1mna1rod

| : This oollcy of tuklng reparatlon deliveries in
theliorm of cxisting goods and ecuipment might be objected
to on tie ground that it will have the effect of reducing
German productive capascity end will result in 2 reduction
of roparqtlon deliveries below the maximum obtaincble
over the total reogrﬂ§1on period. It is believed that
the{lonﬂ-range socurlty obgectlves and the contribution
to 1mmed1 te rpconstructlon in the claimant countries
outw01gh this objection in meny cases, It 1s recognized,
however, that the oregﬂ bulh of reparation dcllverlos over

the entire
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the entire period must |come from current production since the

reoaratlon which could |be derived from the transfer of
capital equipment would,‘ln any case, be relatively small
comp‘red to that qulljblu from ourront production.

o (2) To what extent should German industry be

rebuilt dnd operated for the purpogu of maximizing curront
production for ronardtﬂon deliveries

Tt should bu the pollcy of this Governncnt to
maximize rceparation doﬂlvorles in so far as this is pos-
smblp without extensive rebuilding of German plant and
eoulpmcdt This kind of. capital formation should be kept
to a minimum in Germany, and should be permitted to the
maximum extent in the clalmﬁnt countries. In general,
Germany should be pormﬂtted only so much capital expendi-
ture as may be nucessar§ to maintain reparation schedules
and the prescribed standard of living. It would be un-
desiﬁablu to leave Gormanv at the end of the reparation
period with plant and ecquipment much newer and more modern
than [that of her Luropmhn neighbors,

~ . Quallflcatlons to this principle would arise
in instances such as tho follow1nf

a) In casc 01 extreme devastation of Gorman-
' 1ndustr)]1t would be necessary to allow
some rebuilding before substantial ‘ ‘
rgpa ratlon could be delivered. ;

b) A llmltod ‘quantity of copital oqulpmgnt ol
a "bottleneck" nature .will have to be pro-
vided so|as to permit German produotlon to
got under way. i

It is clear t 1at decisions in regard to cbgitél
iormaplon in Germany will depend not only on the extent of
des tructlon but also on|the types -of plant and equipment

aecs troycd in both Germany and the surroundlnL countries.

B. R@pdr&tlon‘ln Cash.

Cash paymcnts -depend on thc commurclﬂl policy
and tﬂu readiness to 1moort of Germany's potential ~
customars. A program of heavy reliance on cash payments
is accordlnply vulnera ble to the same difficulties that
plagued the reparation pro gram of the twentiecs. It will
be possible to make use of cash reparation to the cxtent
i '

- | N that

1
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that o commercial cash
and \to the extent that!
OXCuptlonal cascs to q
requlred to pay for nc
net |[foreign cxchange

market cxists for Germﬁn‘exports
the control authorities decide in
ermit such exports to exceced those
cessary imports., The gold and
assets available to Germany after

the restitution progrdm:has becen completed will be limited

! In a five-year re
tivcely little need for
ovor, can scrve a usef
al cases and in lendin
provided the total vol

- If the ﬁeriod is
desirablc to increasc
the latter half of the

paration period there will be rcla-
cash payment., Cash payment, how-

ul purposc in taking carc of cxception-
g flexibility to the reparation prograom

ume is kept down to a relatively smell
i

lextended to ten years, it may be
\the proportion of cash payment in.

period. With reconstruction sub-

stantially complete, tbo claimant countries will be less

needful of German good

»from satisfying thc wa

an be turned increcasi
goods for othcr mardot
foreign cexchange for T
process of recintegrati

Reparation whethe
change should be stric
of goods and scrvices

significant accumulati
during thc period of r
the 'objcctives of this
commercialization of T
German sccuritics abro
of ¢redit to Germany.

Commercialization
mean the financing of
by thu United States &
over a long pcriod of
wolﬂ become an 1ntcrnu

'I‘OpOI‘CLlSSlOIlS wirich WO

polﬂtlcﬁl and occurltﬂ
over, at proscnt Gorma
nil. An estimction of
cannot wcll be made un
in hcer politicczl and e

s'. As German resources arc rcleascd
nts of surrounding countrics, they
ncly to thc production of cxport

sion a commercial basis, thus creatlng
opuratlon purposcs and beginning the
n@ Gurmuny 1nto tho world economy.

r: paid in klnd or in foreign cx-

tly related to the cxport surplus

ac tuzlly obtaincd from Germany. Any

on of external indebtedncss by Germeny
eparation transfcrs is contrary to
Government. This precludes »oth
eparation tarough thc floatation of new

ad 2nd any othecr substanticl cxtonsions

or. other borrowing would in cffect
Germen reparation poayments primarily
nd Great Britain. The continuance
years of Daymcnts by Germany may
1 political issue and thus create
uld interfere with the long-rangc
objcctives of this Government. Morc-
ny’s crcdit worthiness is virtually
Germanyt's future credit worthiness
til such time as thc essential changes
conomic structurc have begun.

L. Apportionmecnt
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k. Apportionment of Roparation.

It is rccommended| that the principal basis for the
apportionment of rvparatlon among claimant statcs should
be thc amount of dumaga to and loss of non-military pro—
porty caused by or 1n01dbnt to hOStllitlLS.

This basis of admlssablo clalms docs not n@cossarily
favor property owners over other classcs of claimants such,
for cxample, as thosc stffering porsonal injury since
ropar ration paymcnts wmll be made to governments, not to

‘individuals, Govurnmonts may dispose of the proooods of

reparation and make such componsatlon to their injured
nationals as they sce flt.

A precisc audit of?property loss will be impossible.
The [total of admlssablp claims will lhave to be reached
on thc basis of rcasonable cstimates as determined by the

uppfoprlatp Allicd authorltlcs.

‘It is recognized Ehat the relative impact of pro-
perty losses on dlffCant countrics may not be accurately
reflected by even the most carcful computations. The
hur&shlps imposcd dopond on the circumstancces surrounding
the loss and on the woalth of the country concerncd.

As a supplomentary basis for the apportionment of
reparation it is recommcndod that occupation costs levied
by Gprmany also be allowcd as an admissable claim but at

a lowcr weighting than proporty losses, Occupation costs
for.lthis purposec should include olearlng balances built

up in Germany during tho period of occupation. Some
occdpied countrics havo suffered rclatively little physical
danslge but have undergone many other types of 1n3ury at

the hands of the Nazishh It is felt that it will bordiffi~
cult to deny the claims: .of such countrles for some com-
pensation.

[
s .
|

In ruoommandlng thv foreg01ng two b s¢s for repara-
tion claifs, it is 1ntendod that all othbr claims should
be excluded.

5. Restitution and R»placem»nt

R et O . s g 5.0 ol

The principal rucpmmundatlons with respect to this
subjcet may be summarlzcd briefly as follows:

a) In

S | - 204372
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a) In pr1n01ple there should be an unlimited
obllﬂatlon on Germany to restore identifiable looted
progerty, even though 1n practice official efforts to
locate suca Drooerty w1ll have to be confined to 'a limited
number of cate gories.,

b) Restltutlon should be rastrlcted to identi-
11able property in ex1stenoe prior to German occupation.
Looted property should be restored to the existing govern-
ments of the territories where the property had its situs
and not to the former. owners 1nd1v1dua]ly

~ c) Looted nrqperty should be returned in the
condltlon in which it is found., The return of such property
should not count as a credlt against Germany's repdration
obligation nor should 1t be doducted from the reparatlon
claim of the r601plont.@ ’

: a) All propcrty transferred to Germany durlng
the perlod of German occuoation (except for current output)
should be presumed to Have been transferred under duress
and accordlngly treated as looted property.

e) The rlght to restitution is not absolute.
The Alliecd authorities jshould have the discretionary right
to prevent or postponec rest1tut¢on of vital equipment
(sucﬂ as, 0.8+, rolling 1stock) whenever such cquipment is
dcoqu cssential to assast the rov1val of a sorlously dis-
organized country.

.

: f) It has bOuA suggostpd that, in addition to
rcstltutlon ‘and reparatlon, countries nav1ng suffercd pro-
perty| losses be ontltlud to f'replaccment!, meaning the
receipt of an oqulvalunt piecce of propcrty for propwrky
lost or destroycd. It 1° believed. that the "replacehent®
cat“gory would be a sourcc of confusion and that it would |
scrvolro purpose that could not be served cqually well by
reparation in kind. It is, therefore, recommended that no
clalms for roplaccment be allowed except in the cases of
(1) golu and (2) works. 5f art and other cultural trecasures,
thesec|exccptions being Justlflcd by the peculiar importance
lattached to thoso catbgorles of goods.

g) Roplaccmont of gold means that stocks of
monetary gold found by the Allied authoritics in Germany
should bu prorated in oroportion to gold losscs among the

\
i
i

R | x Allied
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¥Mo final conclusiph has been reachced on this subject
it is recciving further study.
cd that undcr aooroprlgtc conditions and to a limited
1t labor scrvices can be
Tho chlﬂlfprobloms rclate to the method of
ction of the laborprs, their trcabment and length of
icc, and the valudflon of their secrvices,

In principle 1t is

a proper and uscful form of

Onc suggbstion~rebéiving considcration is that there
be two classcs of laborers, onc to consist of oxtrcme Nazis
as members of the| Gestapo, S.S., etc., and the othor
reccruited, on a Nolurt ry basis if possiblc,
general Gurman public,
,former class, which would rccecive punitive or SOml-DunlLIVb
would be obluctbd on the basis of provious

lor activity and not,
the necds of clalmmzt countrics for
atter class should be protected by
bor standards.

from
It is contemnlated thut the

likc the latter

mission.

It is belicved tn

;J.
mlnlstrat1Vu oody whos'
be thc supervision and
tion and restitution.

‘w1dc discretioncry pow
repa rutlon to be pald
in klnd to makc adjust

visions of the reparat

which

any jof the Conmission!

The Commi

t qucstions of policy oUCh as those
dlscussed in this uumm&ry are outside thc proper scope of

a Rcparation COHmlSSlOQ.
¢ function, broadly
managenent of

The Commission should be an ad-
socaking, would -
the program of repara-

Vithin the broad limits of pelicy

lald down by thc Allied govcrmments,
crs to determine
purlodlcally,

it would be granted
the amounts of
to .schodulce deliverics

tments in the schcdules of payments,

to dotorsine whother Germany is complying with thc pro-
ion scttlcoment,

ctc.

The char“tlon Commlbs1on should act in cooperation
w1th the suprome Allicd! control
b asuthoritics shoulld have the power

authoritiecs in Germany,
to revicw and veto

s acts.

"

cod
i

:

ssion should consist of represcntatives of all

claimant
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cla¢mant states, but equal pluril votes should b pro-
vided for the United States, the United Ylngdom and the
Union of Soviet Socialist Republics.

IV. \Resume of Recommondgtlons with Respect to Subgccto
CIoscly Related to Reparation.

1. Treatment of Progorty.

a) Germ&n,ProEérty Abroad.

Iach member of the United Nations should rescrve
the mlght to retain and dispose of all German property

and Tlghtu within its terrltorieu, and to usc tiuc proceeds
to pay off reparation claims, and pos;lbly pro-war debts
owed| by Germany or its ]natlondls to the country in question
or tp its nationals. Thc value of propcrty so retainced or
dlsposed of, reﬂardloss of tho olalms which it goes to
satlsfy, should be countod ymcnt agoinst the repara-
tion|claim of the holding oountr Germeny cen be left

to compensate its nqtlon ls for oroporty so retained.

The problcm of obtalnlng control over German
propbrty in neutral countrles is @, much more difficult one,
olnce from a strictly aurldloal point of vicw there is no
way of compallingtha neutrqls to transfer ownership. The
mattgr thus becomes one for treatment on the political

- level,

b) Allicd Prop@fgy ih Germany .

The Germen Goernmclt should be required to return
to thg owners Allied property in Germany where such property.
was sgquestered by Gwrman authoritiecs or scized in any other
manner. Such return shall not be decmod to prevent gorman
uuthorltles from %ubquuont exercisc of the customary govern-
montal rights over prlvkte property. In the event that in-
dustries in which forvlgn owners have an interest are rcouircd
to be|dismantled for securlty reasons or are subjcected to
other measures 1mpa1r1ng ‘the veluc of their asscts, con-
51dor§t10n'shall be b1von to the question of apnropriate
compensation, Where thp property consists of liguid funds,
such roturn should not o rry with it the right to transfer
tho funds out of the country cxcept in accordance with the
exchange rugulﬂtlons CStubllSth by the Allied authoritiocs.

Countries

k.
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Countrles should have the right to present
reparqtlon claims for aamage to or dustruction of property
in Germwny belonging to them or their nationals.

\
2._§ggi%g£.ggbts and Clalms.*

American citizens‘have outstanding substantial amounts
of p;o—War claims against both the German Government,. and
Germqn nationals, Thcse claims. consist of short-termn,
1ong~term, and commercial obligations. While the problem
has not been thoroughly investigated, it is believed both
polltlcally impossible |and economlcully undesirable to
leave Amerlcan creditors of Germony entirely to their own

'devmc in protecting thelr 1nterestb. The matter should
recelve further Study.!

It is recommended, however, in view of the urgent

neecd|of reparation for reconstrLctlon purposes, that

pre-war debts and clalms recelve a priority below thet

of rooqrutlon. :

3. Comaonsatlonvfor InJurleo to Persecuted German
Minority Croups. ‘

It 1s considered qpproorlute for sever:l reasons that -
the German Government be required in some way to compensate
the hlnorlty groups pcrsccubud by it. The moral basis for
such| compenscation 1is self evident., Moreover, it is now
recognized that minority baiting and persecution is a potent
we'gén in the hands of |totalitarian demagogues both

galnlng political goer at home ané for soreudlng “ﬁ%l-
uemo§rat10 doctrines 1broqd Fihally, it is felt that

51ncv Germwny was rcsp0n51blu for a situation in which

ands of ormer German nationals needed to be
reh“bllltﬂﬁud or rosottled she should contribute to the
solution of that problen and not be permitted to leave the
entire burden to the Oﬁt51de world., :

Tiie restltutlon of property located in Germany is,

on a|number of @roundoi.regarded as zn unsatisfactory

answer to the D:r't')bib;,m“E ’ ; o

“a) Most of the individuals 1nvolved are either
dcad or out81de tne countr ‘end mony would

. regain t?01r propurty

i b} Iarge-scale transfers of funds abroad in full
sutlsfactlon of these claims would be out of
the cuestion° ~

| c) The full -

M
{
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¢) The fulll|return of property to mcmbers of
thesge grougs et a time when the general German
public was passing through a porlod of great
dlfflculty would tend to crcuto strong - ‘social
tension 1n Germany.

d) Lack of proof by claimants, and the varying

# circumstances under which property was lost

or sold, lwould make the administrotive pro-
blem of restltutlon extremely difficult.

A two-fold contrlbutlon by Germqny 1s, ucoordlngly
recommended:

(1) Bpscttle@pnt Aid, i.e. payments in cash

or in kind, to an intprn;tlon‘l agency, to aid in the
scttlcment of individucls belonging to persccuted minority
grouos. Such payments would be ukln to repuratlon but
their amounts would be |related to the needs of the re-
scttlumont schemes rwthor than to tqp proparty losses of

the individuals concorred.

(2) Indomnlty for Property Losscs. Tn addition
to the forcgoing po ymvnts, Gorm&ny “should 2Iso be obliged

in licu of rostltution} to provide an lndomnlty, up to

some moderate maximum per pcrson, to individuals who have -
suffvred property losses' since the inccocption of the Nazi

ruglme through dlscrlmﬂnatory measurcs, Transfors of

such [indemmitiecs ubroad should bc subject to the availa- ' .

Y

. bility of foreign exch%ngo but should receive a priority

equal to that of other rcoﬁratlon paymgnts.

The foregoing recommpnd“tlons anply to German
nationals, or former nationals, situated outside behuny l/
who hlave been subjected| to dlccrlllnttory laws by reason
of thﬁlr racial, rollglous or pOllthul status.

While the ro rcial “nd religious categories are sus-
ceptlble of fairly preczoc definition ond do not involve
unm“n“geablc numbers, ajmoment's reflection will show that
the Dplltlc 11 cutogory offers formidable difficulties in
both respects, . In sp:tc of this fact, it is considerecd

both ampolltlc and ungustlfluble to duﬂy compensction to

,those]Gbrmans wiloc haove suffored loss because of their

UOllthgl opposition to|Nazism while gronting it to persons
dlscrlmln”tcd agoinst onother grounds. The problem of
duflnlng the pollticwl Cutbé@ry so os to keep within
rogson \blc bounds the numbor 1ncluded is now rc001v1ng
furthﬂr attention. i
pod

L ——— 1 o & Sontf 5B b Rl e M8 B 8t P Y M ST, s,

L/ 2nd to stﬂteloss oersons resident in Gorm ny on or
beiorc September 1, 1939 : « ‘

4
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FINAL REPORT
OF THE
INTERDIVISIONAL COMMITTEE
‘ON

RE PABATION, RESTITUTION,
AND PROPERTY RIGHTS

Part Two: . Recommendablgns With Respect to a Final
S=ttlement of Go2rman Re»arauion.

I
/ ‘J;'

Introduction ‘ |

')”he paramount conoern of the United States in deal-

[ ing with the reoaratlon problem should be the

atbalnmenu of its DOlibical economic, and security ob-
fectives. . The GOmmitsee D@lleveo, (15 that other
means are better calculatec than reparation to

"efve as major instruménts for the attainment of

hece objectives; and, }(2) thet by comparison with
the(e considerztions, vson which,. the Committee

.

,oelieves, the aaaoinass and welfare 'of the American

*eo*le in the 1013 run depend, the national interest
in ‘eoaratlon nayments| to the Unltea States is of a
lesser order of im:or ﬂFnce.

’ T-e Committee assumes that both the sécurity and
che political objectivies of this Gevernment call
forgthe establishmentiof a system of international
security and that the jrepcration settlement should
not [be permitted to Jjeopardize this objective. - So
fer as posgsible reaargtlon snould be used as a
1051b1ve instrumenc'L@L the rebuilding end rehabilita-
tion upon winich any = eneral system of security = ¢
will devend., The G,mmi»tee recognizes, however,
tﬂcu only to a llmited extent can reparation be a
positlve instrument Lc thzt end.

f This Government should not favor a reparation
settlement so crushing thet it would heve the effect
of |strengthening the elements in Germany bent upon
agwression or revencef On ths other hand, tiis
Covernment should n0u}advocete a reperation setvlement
wnich would be very favoreble to Gefmany. The
Commitiee is convinced thzt a very light reparation
bur&e would lack the detervent elemente of a moderately
hes vy one, would fa1¢ to provide substantial aid to

reconstruction,
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reconstruction, and might dutract from the cordia llty
of the relations betweén the United States and other

clalmﬁnt nationse.

the

|Committee believes .that the

rolclplay“d by the Unitcd States in arriving at the
settlement will be 1mgortont in dete¢rmining the
attitudes of the clﬂimqnt natlons towwrd this Govern-

munt

-

of Gcrmany into a DPOQrSSSiVG world economy.

The Committee assumos that the economic obgec—
tlves of this Governmcnt include an expansion of in-
tcrnatlonal trade qftur the war, and the integration

It

rbCOganGS that a reparatlon settlemunt that is ex-
CbSSch or unduly prolonged may militate qguinst

thes!

¢ ands.

The recommendatlons advanced in this

report are to a very considerable degree 1ntprdopund-

Ont,
such
port
sceti
to ng
late

I,

iong dealing with

d passages,

While the dggree'
as to compel acceptance or rejection of the ro-
as an integral whole, nonethelesgs changes in

Purpose of Reparat

of this interdependence 1s not

eritical items would-be likely

scossitate reconsi&uratlon of other closcly re-

as a

Unit

ly ¢
II.

The reparation se
means of gpueding
ed Nations, though

onfined to this pu

‘Extent of German

‘Resnon31bllitv.

ion

I
ttlement should serve @ imarily

phygical recomstruction in the
the payments need not be noarrow -
rpm;e.

It is the view of

&

~$"»

tho Commlttee that Germany

should be required to ‘pay compensation for whatever
losses and damages and in whatever amounts the United

.Watﬂ

usef

ons may dvterminu,
ul purpose would b

’The Committee foels that no
6 served by linking German

respon31b111ty for componsatlon with general responsgi-
blllty for the war, ag was done with respect to repara-
tlon after the last wdr in Article 231 of the Treaty of

Vers

ailles,

It is regardcd as preferable to state

Germsny 3 rasponszbilﬂty for reparation as a simple
fact rather than to raise in this connectlon the

exac

erbating issue of |

jwar guilt,

III, Compensation

204379
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111, | Comoensation for Lbsses.

§

1. General o

'Cermanj should bl required to meke substantial
renaneition Hayments mhc c¢limate -of c»inion in
countries wiich nave begn overrun by Germany is

such |thet they will ex;ec and demand reparation,
Tizls |[Government would fun the risk of aﬂousing pPro-
found susplcion and resentmenu iT it were to take

a stand in opposition go this demend, and all its
o““60u1vbs ignu thus ?QXJGO)Q rdized, On the other
hand 2 serious attempt to colleét reparation vo the
?wll[anount of the dex&nds would sur elj wreck the
solitidal end economic {stabilit: of Euroje and the
worlg, anc ecually 3eo3ardi"ﬁ tiie chjectives of this
Covernment, It will be necessary, cherefore, to temper
the aemané for aarauﬂon o) Gesmany s capacity to
nay and To-the )OS ibilltles of receiving it,

It is recognized tna uhe e “tent of compensation
.| which Germany can be ex:ecued way will aepen
l““ﬂgl“ voon ths willln FNness of claimant countries
bO receive reparation geods and gervices, and that
2is|will be jreatest ia countries dominated by -
3001al control and C@ﬂtrallZoO »lanning, Nonetheless
shortages will be so beab ia The seriod of reconstruc—
tion| thet even in countries wiere private intvrests
might constitube gr ow1ng obstacles, willingness %o
Wﬂc;fvb should nct, durlnw this period, ConSblbutc ‘
a serious limitat lohzqo the payment of compensation,
Only}&x reparation nayments were maintained in large
volume for a con31eraolu time after the main task of¥
on331cal reconstruction has been congluted is it -
“be lluveﬂ thet serlous dlf;lcultWDS, in the shape of
disr uvt ton of urade thiough normal channels, might
occur.

'
L3 1o
T

2 Indivicdual Versus Netional Intergsts in
. w——

Resaect t Comgungationp

Individual>claimants should look for satigfaction
heir claims solzly| to their ndtional zovernments,

extent to vﬁioh thelr claims shpuld be met need

g decq%nlned N bhe a&ouru of the total receipts

itnd agalnst Ger 'aﬁy “ﬁaaration obligetion,

(%

il Ne]
3 O ity
o W

%]
1"' C

«
¢

. (. ‘ The several

204380

.


http:crc::J.Ii
http:recen.va
http:det,le.nd

’ {«'1

not be

RS‘C )

| RG 352

: | Entry /77,

The several member
[
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reparation among
of a
e

ter

|
Admissible cla;ggg

bound to distribute r
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v

8. of the United Nations should
p&rctiog réceived by them
or CluSSGS of claimants, but
ecelats from Germany in such manher

The principal basils for the apportionment of.

ial and works, cau .
orr to acts of Axis occupying forces,

claimant states should be the amount
wwage to and loss of’ 3roaeruv'

oth:r tnan ailivary
sed by or incident to nostilities
In the interest of

countries occupled by Germany waich have suffered rela-

sively little physical (e

2me.ge or loss, however, occupat-

ion costs (incluting clearing balances built up in

Germany during

tie 3u.r."

lod of occupation ), weightod at

|
substantlally less thsn'clalms for damage to or loss of

}hyQQQal property, saouﬁd be admitted &
ﬂvlmlm.

It is recognizo

as an allowaolb
a4 thet a Drecise audit will be

immossmble, and thgtbhe,total of admissible claims will

-«4-& x!{l

v

more
Germe,

to bg reached on %

Period, Form, and '

hé basis of r\asonable eotimatas.

Scheduling of Reparation

Payments.

1, Period of Payments.

Reparation Jaymanﬁ
than a sinort per
rn economic and ind

if controls extend overn

should ¢

Germa

“G'ion,t

anﬂ
ayme

continue Tor no
ny to make a subst

. A pgriod of )avmrnc of not wmorsz
might satisfy both these;confiitions,

s'should not be required for
od' after gensral controls over,
u:‘“lal life have ceased. E¥eén

& protracted period, payments
lonms« than is necessary to permit
anulal contribution to reconstruc—
than 10 years

2., Form of Pazmeﬁté.

third countries to
nts can be made eit

cxcadnce or in the foru

Ttreat

|
chtrol oyur

|

ment or unreasonab

Germany's

With williﬁgneso on

n.the part of reparatlon receiving

‘take Germen goods and services,

ner in the form of free foreign
of scineduled deliveries in kind,

Ir German exports ars not gub jected to discriminatory

; trade barriers, affective

imports, togethbr with a sizeable

i A expansion
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expagsion of her exvyorts, should provide (after
thres or four years of necessary readjustment)
sufficient free foreign exchange for substantial cash
w“Jmewus. If, howaver, an adeauate exnort surplus
Lamled to develon, the. Ruwa““tion Commission would
have |50 review the question of cash nayments to be

required and determine the neasures t0 be taken,

To facilitats prom ot and »radictable transfer of
*aoaration, deliveries lih kind, or specific purchases
acainst renaration accqunts, shouJipredeinate, partic-
»ularly where they can ©te cloaely related to the
““const ruction, re lief,and ehablllba ion Olowrams
of chv feci)i;nt countrnies. Deliveries in klnd
should inciude the widest possible range of goods
needed in connection Wﬂth these grograms. Satisfaction
of the vafylnﬂ needs of the different clalmants, it
should bs added, will regulre thet the form of payment
Wﬂubh@ made 1in casn, in' kind, or .as a purchase against
reparation account b= flex1blc. :

3. DPossible Difficulties in Delivery,

[ Coe
It is exnected thet careful scheduling of
deliveries in kind, and integration of these schedules
with production »lans in: Germany and with construction
arogrens 1n the recipiec ant countries, would result "
nernclly in deliveries according to nlan, Circumstances
might arise, however, undkr whlch Germeny might be
unaoﬁe to make the delqu¢¢es called for, or recl;ient
covnﬁ“les might find it difficult to accept them, A
ceneral, inaoilltj on the -art of Ge.many, throuzh the
oneration of causes beVbna her con»;ol, “to make deliveries
of s4ec1f1c comnoditics ¥Within any given year should not
'rpsuﬂu in the imoosition.of a greatly increased burden
in the following year, Under such conditions, the
d»;lcit should be saraag'over an equitable period, say
the follovlnw three ycars. The Reparation COMMileOH
should be given discre tlonary authorltr To set the
duration of tiis eriod, or to make any other adjust- .
ment which in its Judge emeat is equitable. R

Ny .

as for

A 204382
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Ag for dlfilCULulOS which might confront a cloimant
state with respect to‘thb rbelpt of gpecific delivericg
in klnd, cven if due to causes buyond its control, the
gencral rule should bclthﬂt the schcdule of dulivorics
should remain in forcg whether the rcparation goods with
respoct to which diffilultises arilse have already beon
producod or not, Any pxceptlons1to this rulc, such as
arrdnglnb for the trﬂnpfar of pwqtlcular deliverics te
anothcr cloimant, or for the steragc in Germany of the

, qrtlclcs in qucstion until physical delivery becomes

posstle, will have to|be dealt with by the Reparation
Commission in the llght of partlculqr facts,

!

VI. hmount of Rgparatlon
I

Essential facts aLu at prescnt lacking to purmi“
formulation of a concrete ostlmate of the total repara-
tion| obligation which should be 1mposcd upon Germany.
Ther?fore this problom!cﬁn be approached only in terms
af bcnural principles.?-

As already indicqtud, Germany s reparation obllgq~
tlon should b¢ large cnough to constltute a substantial
contrlbutlon to ruconstructlon, ybt not so large as te
undcrmlnc the German oconomy to a|point where attainment
of thc basic economic and sccurity objectives of tho
Unitﬁd Nations would bcxcndnngered. y

1In detormlnlng the total repgration burden to be
imposed on Germany, the|country s-national income will
be ths primary 11m1t1ng factor. Some proportion of e¢sti-
mﬂtbd income, though probably not(a constant one, will
oonstltutc a runsonable%ourden. As a guids in deter=
min ing this proportion,| regard may be had to estimatds
of (a) the consumption ruqulremcntk of the German pub-
lic eﬁ a tolerablu level of llVlng, (b} necessary gov-
crnmental expwndlturas,?(c) the minimum maintenance and
expanision of capital equlpmunt te be permitted to Ger-
meny,| (d) supportable llvels of tax“tlon, and (e) the
average portion of her 1ncomu Germﬂny has devoted to

war and preparation forIWﬁr over an agreud period,
chardluss of the éxtpnt of dgmagc to Germany, thu .
program adopted should be degigned! to maximize German

§
B

f; Tt is

paymuntq during the pcriod of act1Vb primary ruconqﬁruction.f
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It is recognized that- evan thougr the total compensation
w111 be substantlally smaller becduse of the delay to
recenstructlon in Germany, the supplles and equipment
delivered are more valuable than later payment when

H

A. Restitution|-

1

1. General Pfinciples

There should be an unllmlted obllgatlon upon
Germany to restore loeted property within German
territory or terrltory otherwise|subject to German
control, and German authorltles should be obliged to
assist 1n the execution of the agreed restitution
program of the United|Nations. In practice restitu-.
tion will be subject to Iimitations required by the
needs of Luropean recénstructlonland by considera~
tions of admlnlstrdtlve feasibility. In particular, -
restltutlon should noﬂ be permltped seriously to
1ntgrfere with the work of restoring the economy of
uurope to a functioning basis, }he pr1n01ples

whlch it is believed should be followed in dealing
with the problem of 1ooted property are set forth

in greater detail belww.

Ze Property Removed to Gefmf‘x

German governmental agencles under the directidn
of the 4llied controllauthorities in Germany should
restore whatever looted property| they find to the
then existing governments of the territories where
the[property had its situs and nét to the former
owners individually, |These governments will be
responsible for the equitable dlsp031tion of the
property under their national law, subject to the
rights under 1nternational law of natlonalo of

hlrd countries, |

.;'

In general property transferred to Germany
during the period of occupatioa should be presumed
to have been trdnsferred under duress and treated
as looted prcperty.

1
{id
- . . i

Restitution

H
|
L
1
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The Restitution Comwission Wqud supervise and
‘po—ordpnate the overall task of restitution. As the
recovery of different kigds of goods would involve in
each case special problems of 1den§ificatlon, location,
inspection, et cetera, the actual work of searching out
and effecting the return|of looted igoods (or their
?eplaogments) should be §ntrusted to groups of experts,

designated in the text as?ExecutivelCommissions. If

the recommendations of this Committee are adopted in

the final reparation setﬁlement, a@d a serious effort
1s made to locate only ahfew categopies of looted goods,
then the number of Executive Commissions which it will
be necessary to create will be correspondingly small,

In the last reparation settlement, the bodies analogous
to the| Executive Commissions suggested herein were both
inter-allied and national, To avold duplication and
posslble conflict, 1t wag ‘suggested| that they be exclu-
sively inter-allled, i i

. | :
. Considerable difficulty was enLountered in carrying
througp certain phases of the restiyution program after
the last war because’thetdrafting of the relevant proto-
cols l§ft the German Government large loopholes for
evasioy. This experiencé%emphasizes the need for meticu-
lous care in defining thémobligatiohs laid on the Germans,
The general Restitution Protocol mentioned in the text

as a possible guide was suggested because it was based
on two|years of experien@p;’the supplementary protocol

on industrial ‘materials was mentioned because in practh¥ce
1t was found to be very satisfactory, -

P 1

1
i
I
I
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‘Number of Delegatesﬂ
| | |

Text of Recommendation

|

’}
o
i
|

A?PMNDIX

" A. Details of Organlzatlon

Reparatlon Commission

}

of the

who shall take| his'

Comment

the meetings.

the right to vote‘

t

oy
¢k

i o
i I
i

1. Presiding Officer and Degdtz

‘!

i
Each of the states’ represented on the Commission

shall appoint one delegate agd also one alternate

place in case of 'his absence.

In addition tO[the‘OfflOlal celegates, the
Commission will undoubtedly need the advice and
services-of “experts. These experts would be in
a better posmtlon to frame pOllCleS and to draft,
provisions in accordance with the- decxslons of t
Commission if they were allowed to partlcipate
w o , ‘

g .

l

Taxt of Reoommgndatlon

1
L
sl
Ty

i .

O

At 1ts flgst meetlng the Comm1381on shall
elect from among thie delegates reterred to above
a presiding offlcen and a deputy, who shall hold
office for one year|and shall be eligible for -

~ reelection.

|
' .3. Documents 11/44 - 20/44
Box 451

he
in

i
|
i

The Treaty of Versallles (paragr&ph 2 of Annex
1T following Artlole 244) provided that delegate
to the Comm1851on should be nomlnated by the |
United States,| Great Brltain, France, Jtaly, Japan,
Belgium and the Serb Croat-Slovene'|state; that
only the representatlves of flve of these powers
should have the right to take part’|in the procee
ings and to record.their votes and {that the dele
of the first ifour should have this rlght on all
occas¢ons, the delegates-of the three other stat
being given the right on certain occasions only.f
“Uther Allied and Associated Powerg
right to be reavesented by an Aasessor without

S8

Id-
gates

es

were given the
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Resgtitution should not @e aaolieg to current oat)ut,
however; it should rathér be resty 1cted|sc property in
existance prior to!German occupetiion for the reason,.
amorng others, thatiin ne acgtlme el considerable tradei
with Germany‘woula no¢ma11y be ‘kinr olace. I
' |
The right to ;vsbltutlon should bGILecognlzBd for
all ndvable prone fsy, hut ofJiciél efforts to locate:
looted n»nronerty wou d have to bp Plhiueﬁ of necessiiy,
and th‘lc be concentrated on lative lv few CungU ies
of );ooe¢ty, such 28 arcnives cnd rbCOfan of the , :
"occuoied COuntfius, works of crt’ DOO&S and other cultural
and educational tleasules, se Cufatl@ﬁ"d830¢ meens of '
uf“n%)oru, mostly rolilng gtochk Lnd ships; industrial
equinment; feriSuer d livestock and c;ricultural equin=-
mentl, It is felt lu)O;tqﬂb to return Droaefuy in kind
whereever that nay: ‘be d@ne, excent where securlity qna
reconstruction ool}c" ihdicate othex wisb, Among tnel
;aaﬂbls for t:is.are the desp-se ated and widespresd |
feeling thet st lvﬂ roperty snodld bs returned to the
original owners and tme|6831rcbid1uj in the case of
ert ouJect of 3ruvenulng any pe rmmnent impoverishment
of the cultural heritaié and oducationa& facilities of
the Looted count ries. ‘ ]_

i

‘The return of Of03c¢CV as 1%sititu%ion should bé
made| apadrt from and in addlulon To any deliveries made
o/ Cermeny as reparation, Looted Jfoserty should be
returned.in the condition in which it is found, Recom-
nense for dﬁmcge ol detérioration. can DLSb be made 1%
tine fo;n of ”epara%ion.* | |

—
e
/I

|
i
Alliec 2}
Dowers to oV
fro. ene"y ar

olling gtook, nhch¢ue*" and Qqul)menz

%:re f 1ey can Dbest be spared to !

-~d

thorities will )fesunablyabe ziven wxde
i
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e
ea
a

liberated ereacs whers o 12y ore most necded for reviving

the b&onouy; These autiorities should; in 2ddition,

have| the HGCBQSEL}iﬁlSCEGtiOﬂ to prevent or halt |

reat?tution of rolling stoci and’ othex viual equipment

hergever this is fJund necessary| to aid in the revival
e

of tpe economy of & ~iously ;isorcun#zeo country or
to prevent colla)sT wi hin Germe 0y Tte e?f i

i
S Prooerty Remalnlng in Odbuoied’Couhtries,
) | [ ' i
The govw nnents of«bhe liber “bed cpunt*les will|
Juriddiction over whatever looted property remains
re seme country, These ovaﬁpmentS‘WLll unaoubteély
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L
the necessary sbcos 10 *invallnwtlnv LxunSfGTS made
undes # duress. In. cases whers loot ad property was
;emoved from one ooouzied country to another or where -
looted proyer uy situ ted in one owuualed country oelonﬂed
to a ;n&monal of enother- occunied Qoun try, the dispos-
sessed arty would o;esumaolv have the customary T } oL
JuulClal femedies.l It might be well however, to con-
midai the posaibilities .of an inuar—Allled agreement 'to

ovide smmeker and quicke; means{of recovery of laoted
)“oaerby. A \

!

5

i
i
i
[
i
s
1

l

,

4, Property Removed Lo Neutral Gountrles. : g
B l
e |
Locted zfooeﬂtu thet hag oeen t“&nsoolted To
neutrel territor snould not 'aereoy aooui e imnuni‘y
firom | the fene"el obllrﬂblon of Ge! ‘many uo make esuob

!
c&bloi. The- en;orcem»nu ‘of that oblirabion is, however,

more| difficult, lo uhevevu nt uaeb the | property steands
i the name of the Cerncn Government or[o; ~E0oNns w*taﬂn
Cerman or Allied teirlbory, it may be aos 1ible o trans—
Ter 1L to the appro:riate Allied conurol autioritles:
under assig nments oy thilt gov\ﬂnnenu né by those pesrsons,
Eve?y effort must be mPoe To wlevent the neut tral Sgates
£¢O“§L8fecblng uhe TGSbl sution )loﬂrﬂa oy permit Glngi
their territory to be used, in effecc, ag a refuge lof
stolen zoods., T . .
’ S : :

5..8ecuritlds il i |

| The problen of ulSOOSTbl 'n of looted securities|
is uomolicateo oy L1¢ficu1tles in deuelmlnlnﬁ the f&ﬁt
of loot;ng and in eﬂcaolls“h;; own shlo. In so far’ as
securities can Qe ldentified as 100ueu,jWheLher or not
Eaplv1dual”ownersf en bg ildentifigd, they should be |
suoge0u to “estlLuo¢0u, In general, bne rule of return
to the country from w:ich they we'r'd 100bed should be:
¢0110Med Subqeouenu determin atibn as to final distrib-
ution could bs nada in the country eceyv1ng the 5

u

[

| securities. i . ! | !

: B I i
In verious situ: tlgns, confl%c»& of jur lsdlCUlOH
Foar 1gs which will nava to be spttledloj internatsional -
.greenents.as, fo;wexam?l¥, wirere| individual owners are
now found‘ where tThere is a Clalm;Of Jm“tlﬁl or uoua;
CO?OSQS&UWOQ, or Wi re ¢onflicte crﬂsb b@u”sen count“i '8
1ﬁv1n' Jur 1sdictlon oves tholooted securities and’ those
ha v¢nf Ju”lsdlctleﬂ oV e r the ;s;unnf OOLDGTation or 1ts
o;oveltics. Re-rezi sc“”““on of securltles formerly held
in oocu01ea te*riuo ies may help to solve This )xODlem.
1 0 o
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further discuésionf see Comments., )

! o .

! ' |

1, Relation of Replacement to Repauration in
Kind. 5 i « i~, :
_— ‘ . n L

The establishment of "replacement"| as a separate

catevory of payments dlstlnct from reparation in kind

is not reconmended | except in the lcase of looted gold
works of art, books, and other oultural treasures.

B.: Replacement

i
:

l

2. Gold | A“ —

|
Stocks of monetary gold found by the allied
Control wuthorities in Germany sdouxd be pro-rated
among the i#llied countries whose gold stocks were
looted by the Germans.  The pro-rating should be
done| in such a wayias téd divide the available gold ir
Gernany anong the looted countries in proportlon to
thelr losses., If gold taken by Germanyland clearly
<1dent1f1ed as belonging to any of| the occupied
counprles is foundllntact outside enemy; territory
and restored, thisshould naturally be taken. into
accopnt in comnutlng thé amount of gold}to be
restored to such countrles. The availaple gold in
Germany may not be>sufflclent to make up for all
the lootlng losses| but'in no case should gold 1in
excees of losses be transferred to any country.
ANy remainder after losses have been compensated
in full should stay with Ge¢manya Special treat-
nent| is warranted: for looted gold because its 1denf1w
fying marks can ea31ly be changed*w1thout dimlnlshlng
its wvalue and because of its peculiar 1mportdnce. .
&
3. Works of Art Books, Archlvee, and Other
Cultur&l or Lducatlonal ireasuros.
l l :
VWiherever fea31ble,,Germdny s | qulred
to meke replecemonts for works. of art 1mportant ‘ [
books and manuscript collectlons] arcnlves, and other
cultural or educational itreasures looted destroyed
or otherw1se lost tnrough German jactionl. These replace-
ments should be closely similar to the items looted |
or destroyed and should come from exis tlng German
holdings. Special|treatment is warrantéd for looted

i ]
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‘REPARATION RESTITUTION

i

. | AND PROPERTY RIGHTS t ;'

Part Three: Recommendations with Bespect to Matters
Related to but not part of ‘a. Reparation
:Scttlemant. A w

I. Treatment of Property

N |
1. UlSpOSl%lon of Gorman?Propexty in the United
Nations ,“1 ' o o
. l
Each mbmbgr of the United Natﬂons should reserve
. the right to retaln, llquldagc, 01]otherW1se dispose
of, all Germunaproperty, rlghts and interests, publie
or private, direct. or 1ndirect, w1th1n its territories,
colonies, p0556531ons, and pqotectorates, and utilize
Fhe same or the propecds thereof for the pdyment of,
or us securltylfor the payment of, (a) losses ofl its
nationals for which Germany ils: liable or (b) such debts
or other claims owing by the Germam Government or its
nationals as the member of tne United Netions may
‘getermmne. Germany ‘should com@ensate its nationals
in respect to the sale or retbntion of their property
by the United! Natlons, B W
|

2e Treatment of Allled Propertv in Germany Sub-
‘ jected to Exceptional Wer HGesures or Other-
wise Seled QX the Enemy. 1 7

i

The German Government snpuld be required tolre-
‘turn to the owners 4llied property in Germany sequestered
by its authori§1es.* In cases[wherelthe sequestered
prOperty has been trdnsferred, the German Government
should be placed under speclfio obllgatlon to reaequire
the property by whatever rmeans are necessary and :to
return it to the owrers, It should|not be deemed
.sufficlent for Germany simply]to turn over the pro-

coeds from allied property sold by the enemy property
custodian, g

i

In cases

I
: S |

i f !
B | ﬁ
f i ;

| |

S R 1204390
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In casesfwhere All;ed property in Germany was

not subjected to eyceptlonal war measures in the regu-
lar way but was looted in some faswion, the German
Government should be required to take whatever mgasures
are necessary to undo what was donbg and restorei the
property to the owners. If, Ifor egample, American or
Belgian owners}of industrial jor residential .property
word forced to sell at an 1nadequate p;lce, the former
ownsrs should bc enabled to gain rep03383310n offthe
property by paymontiof the same amount at which it was
sold in the first instance, |This program should be
carried out under the dlrectlon of ithe agproprlatw
Allied authorlmles. i f

‘
i

I ‘
1T, Pre-War Debts and Claims

' |
The Comdlttoe recognlz&s that the o oblem of settle=-
ment of pre-war debts is a compllcated one, raising
questions of law as well as of policye On the one
hand, it may Be suggested that private debts of ithis
sort be alloweéd to lie as and wheré they are found,
subject to such post-war bllaterql)or multilateral
agrcements as\may be later made by thc interested
States.s On the other hand, p vqucty of positive pro-
posals may befsuggested as pregrams to be put forward:
programs for abolition of all private claims of jthis
sort, with governmcntal assumptlon of llabllltlos and
rasoonsibllity for settlemenms, clearing house propos-
ala, compulsory or voluntaryr exchange control proposals,
assumlng olaimants are free ko suetln German courts;
controls. to bo exor01sed in a2nd by othar countries;
ctes 1/ It therofore appears desirable to pass this
vexatious problem in favor of further study, agfl to
recommend at this time that no ch01ce be made between
governmental actlon or not (jasids from the action.
recomncended 1n section I) or bbthﬁﬂ the various
types of govornm ntal progrqms wnlch Ay suwgest thame
gelves, , i I L

| ,

The Comﬁlttee recommends £ halt a Committea be
ostablished to study the problom of German dubts,
possibly on an 1nterdeoartmenta1 basis. It appoars
that non-war clalms are relatlvely so small in amount
33 not to rooulrc spuc101 attentlon.

1 E : ! [III. COmponsatlon

[ R ' : i .

- : ;

_/ Moruover, Et may be argucd thwé the quostﬂnﬁof these
dobt scttlement's intcrlocks with questions of debts
between the Unltod States and other neutral or
Allied S8tates, ‘and that the entire question jis
théreforo one - ta be settled by other considerations
than those gnverning reparation problemso‘ -
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. Compensatlon for Injuries to Poraecuted German

Minority Groups .

: i }

i

A memorandum from Mr, Berle, dated February 17,
suggested that "Gommlttees of the Department |

that are oooaidering the terms of the. peace settlement,

be
in

instructed to ! preparc approprlate recommendatlons,
addition to the repeal of dlscrlmlnatory legislation

that is now contemplated, looking toward the imposition .
upon Germany and {the other Ax1s|poweré of specific;
respon51bi11ty for the persecution oflrellglous and
ra01a1 minorities, and for the partlcloatlon of such’
mihorities upon some noasonable and practicable ba31s,

byimeans analogous to roeparation,
available by such powers,"
v makes the follow1ng recommendatlono, recognizing that.

Thd

in payments made |
Committee, therefore,

the problem is not strictly a reparatlon problem, and

that other admlnlstratlve macnlnery than that of |
reparation will. probably have tp be used.

!

These recom-

mendations apply to German natlonals, or former natlonu
als, whrether situated inside orsouts:.du ‘Germany, and to
statcless persong resident in Gormanyton or before!

September 1, 1939

ties.

;o
{

whether or not st11] re51dent there.

1. Addltlog of groups dlacrlmlnated against on

Eplltlcal grounds‘

i
i

| l o T,

The terms. of the memorandum of February 17, 1944
included only persecutel rollvl

Nevertheless, ‘the Gommlt

categorlee be ex tendea to inclu

HNa:
It
Sp!
hi.
a
of "

g0

- suffered property losses by rea

zi acts dlrected at anti Naz
doss not seem, ‘consistent or
ecific prov1smon for a person

person who has suffered tne
his belisf inland actlons on-
vernment. i

; i

‘The. Committee recognizes

sary at a later date cloarly to
pollitical discimination which will bel compensateds! It
will be necessary that deflnltwons bei so worded that

lolss of property! because of discrimination be compenea~

ted at lcast to the extent suggestod below.

]

I ;
o
|

!
!
\

- « o

g property by reason of racial

ous and racial mlnori-
toe recommends that| the
de persons who nave,
son of! discriminatory

i polltlcel gctivitics,
de31rable to make j
who may have lost

1 lawsl, and none f&f
gsame damage because,

behalf of democratlo
b ?

that it will be neces=~

define the types of

The group
b i

prov1ded

1
E
l
|
|
|
|
|
|
l
i

20439&

‘, N



J il PR TN i LN
PN o o -
. g‘ka*?’-" : i B i I

f’i;ss.eﬁqeeseégrﬂ:sw, ' DECLASSIFIED ¥ RG J s 2 |
| | Auu«or.yw Ent j? 7 — |
SR SO yii MAPA Dite (023 | Y, !
o ARy F’"e 5.198 ECEFP MEETINGS !
‘ —— oo o 3. Documents 11/44 - 2
" o Box ;17? MR e

[
I
I
|
|
|
N, g {
|
I

i
f
i
|

S
}
!
i
|
:
i
{
|
t
!

provided for, howevcr, should be kept within reasonable
boundss The larger the group of German residents !
1ncludcd, the smaller would be ithe net economic and
psychologlcal value of the indemnity accorded. to each,
in view of the effects of taxation and of possible,
inflation., In addition, cxcessive or, indiscriminate
gcncrosity to Germans, whatever, their moral or politi-
; cal desgrk; would bei considered highly invidious by : o
- 1dadcquately .ndemnificd natlonals of{countrles that
havo been victims of German attack and oppression -

during the past deche. ! f ;

?. 2e Dlstlnctlon betwean Groups f

Germanxl'. ! 1 i

The Commltteg w1shos to point out that different
rioblems may arise, at the tcrmlnation of hostilities,
with respect to persons in theso categories insidei and
outside Germany,| Thoso who haVo suffiered property,
.losses for racial reasons will, in the main, be out51de
Germany, for religious and polltlcalwreasons, inside
Germany. Moreover, while the problcm of comptnsatlng
persons outslde Germany bears a rcsemblance to rcpara-
tlon (despite the Yerman or stdteless nationality of
thesa porsons),. tho compensation of persons rumalning
w1th1n Germany is & part of the reorganlzatlon of the
German economy,. of the abrogatlon of dlscrlmlnatory
laws, and is closely related to legal and cconomic, re-
form, Thus such'progects as resettlement aid, di scus-"
sed hereinafter, will apply tOIgroups outside Germany;
and, in so far as indemnlty prdv151ods concern per%ons
w1th1n Germany, they must be cﬂosely correlated with
recommendations to beireceived Ifrom the Germany Com—
mijttes, and perhaps from other groupdls ~

s | i
i
{

ngide and out51de

%

3 R@sottlement"ﬂld {' |

s g : b !
The German; Govcrnmbnt should be.required to make
a paymcnt or Surlos of payments in capsh or in kind;to
aid in the rtsottlemsnt of 1ndiv1duals, dlspossessed
or| deprived of thblr ‘means of llVblihOOd, bolonglng
to groups sub;ectod to discrimﬂnatory laws by reason
of their racial or ruligious (or, perhaps, political)
statuss The amount of the payments should be related

not to the losse§ sufferod by the msmbers of thbse%

groups

l
l
o
A
i
|
|

R e N
'

Ny
|
1
|
|
!
|
I
} .
|
|
|
l
f
f




.w;- 5!‘- i . i s

DECLAS&HED

o
i
I
1

| Flle 5.195 ECEFP WEETINGS |

| :3, Document
‘Box ‘Z ’ nee 11/44 - 20/44

_r—'v%*‘
|
?
[
o

=1
)
o
|

S
- e o=
i

groups but to the roqulrempnts of tho resettlement
schumq. The payments should prov1de asglstancc for all
persons belonging to such groups for whom there are
organlzod roscttlement schemos. The persons in question
will mostly be rcfugees at the warts end,J but some mqy

still be found in Gurmany. ! , :

i

j
|
i
i
|
]
}
i
{
!
H
l

Tho funds should bc pald to and diétrlbutud by
an international agency organized to a531st in recgottlc=
ment progccts. The [timing of the payments ghould be ;
related to the need :for an early completion of the f
resettlcment program and! therefora*should be 1ndopcnd~
ent of the length of thb reparatlon period.,:

hsos |

1
4 Indamnlty for Pronorty Losses ’

German Government beé ob11g04, in licu of restitution
and reparation, to provide an indcmnlty up to some
moderbtc maximum per person, Wthh maximum should
applylto all paymcnts, oven if tho loss lelaimed. is in!
excoss of the limit, to persons Who hav% suffered ;
losses of the' types, admitted snlce the inception of |
the N321 regime through dlscrlmmnatory e asures relatang
to r301al, religious, or;polltical minorities. Re- |
fugees should not be obliged to return to Germany to |
obtain benefit of ‘this provision, | Germany on the !
otneq hand should not be; requlredito convert these
funds into foreign currencies uatll approprlate authori-
tles{agree that sufficient foreign exchange is avalle
able, Their transfer should then'recelve a priority!
equivalent to other reparation paymcnts. fersons who
have]remalned in or returned to Germany as residents
should receive the lamount of their indemnity in marks
within a reasonable perlod after: thelr clalms have
been|approved, ; | - P «’
I . !
The comm1331on admlnlsterlng this program should
probably be distindt from, thoup h?coerdinated with, !
the ﬁeparation Comm1831on. 1 wi&l be desirable to
fix responsibility; for admlnlstratlon of such a program
on German r@presentatlves. The d@termlnatlon of the|
amounts to e paid to individual clalmants should be;
made| by a mixed clalms commlssionJ Other agpects of;.
the 1ndumniflcation process shouﬂd,be under the super-
vision of the Reparation Commlssﬂon. Iy will probably
, _

l

|
In addltlon,-lt isjalso rbcommended that the - ;'

|

|

&

prove |

z : |
- | f5 |
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:
prove necegsary:to establlsh sbme boay to give dls-
possessed refugees the legul information and aid !

necessary to germit them to file clalms without
prohibitive expense.! - ¢

| ‘
No person should be barred from receiving tne
1ndemnity described wbove becapse of! the fact that
he is or has been e beneficiary of elresettlement pro-
Ject to which Germany has contrlbuted nor should lany
deductlon be made from his 1ndemn1ty1for that reason.
5. Other Measures L : % E
] ] |
The above recommendations are made on the under~
standing that Gernany will be required to repeal the
discriminatory legislation of the Nazis against Jews
and..other racial, religious orIdeMOeratlc polltical
mﬁnorltles. Since these recommendations would not
necessarlly operate to deprlve{of thelr gains those
persons who beneflted from the discrlmlnatory measures
directed agalnst persecuted minorlths, measures in the
nature of an unjust enrichment tax against Germans! who
have benefited at the'expense. of othelrs are necessary
and should be required of the ﬁerman Government , |
| |
It is assumed that g small group, of ”stateless
persons" other thdn former Germans ori former German
re31dents may face grave dlfficulty in placing their
claims through government channels. The committee|
recommends that the questlon of the desirability of
providing macnlnery under the heparation Commission for
oonsiderlng some jor all of these claims be decided in

tne discussions whlch determine| the general principles
dnd nature of the settlement. l‘ | ¢

el

IV, An'Allled Charpe‘on German§ for‘Peace—Yeeping‘
It hus been\suggested thdt\Germnny should be re—'
qulred,.after the reparation perlod to make contlnulng
contrlbutlon to the financial cost of ikesping the :
peace, on the ground that Germany will be disarmed 'and
thereby relieved or the burden. of msantalnlng & mlbltary
establishment, Tnls questlon is one which is closely ’
reﬂated to the whole security problemJ and cannot be
deglded until tneineture of security arrangements is
determined, In particular, the |type of military
establishment to be used to meintain the peace
will be directly relevant. |
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Germaqi's Postwar Place 1n the Wbrld Ec oqz :
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B S Nost serious plans for the’treatment of GermaA economy after the war
‘ - . . ‘ v

'implyforfdefinitely atate that demands on Germany for reparations and reatric-
. l

{ti°ﬂ810ﬂ~th° German economy er reasgns of intefnationil security must be
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5limited“by'th~ necessity fbr restoring Germany to her: central economic}poaition
on the continent of Europe and to ho; old- econogic dependence on foreién markets

r‘and sourﬂes lf supply. This; limitation is- largely respon31ble for thescontra-
dictoTy policies of collecting’repar;tions, which willihave to consistﬁmainly

of capital gJods, and of restricting German heavy 1ndustry for reasons of

: = i
.:;nternational aecurity. o 1 : y% L T :
fgg "The - assumption that Germany mnst be preserved hs a- major econoﬁic

o i | ‘
power. is based largely on Gennany's traditional pos1tnon before the First World

o L
.War.VAIn ‘the light of changes which have taken place Jn’the world economy and
‘ |

‘;in Garmany duLing the. interwar perlod and the present war, it is doubtful it

T‘Germany can resume . her old economic p051tion. This is ?ue largely. to: the

- 5
:iinduatrializ&?ion trend among the foodstuff ‘and raw material countries,|the

”growth of; economic reatrictionﬂ ‘and controls, GeLmany's‘loss of economi;
other industrial countrisa of
| O

Europe, ‘the United States, Canada, and the United Kingdom. ’

3 Unde# the etonomic condit*ons of the poLtwar period which may\persist
2 | |

Vresources, and the increased productiv1ty in the

i

‘for aome - years, it would be" more logical to let Genmany retain some featurea

’ﬁofgthe planned economy and self-sufficiency, especially'as regards. fbodstuffs
e F i i i
ﬁ@g@fsyrthetic raw materials, and for the Allies to apply|such restrictions on

"German industry as may be necessary for international se%urity. The net loss

‘i trade involred in such a policy should be evaluated ih the light of the far

- x 1 :
;,graateg economic- changes - that will follow as a direct or indirect result]of the
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