
BOARD OF GOVERNORS
OF THE

FEDERAL RESERVE SYSTEM

Correspondence Date October 22, 1946
To Chairman Eccles Subject:

From J> Burke Knapp

I had a very interesting talk yesterday with Mr. Ridder of
the Netherlands Treasury, who was accompanied by Mr, Soutendijk,
financial attache of the Netherlands Embassy.

We discussed the various loan applications by the Nether-
lands which are pending with the Export-Import Bank and the Inter-
national Bank. It appears that the Export-Import Bank has not yet
given a final nBon to the Dutch proposal for converting the ^200
million short-term credit into a long-term reconstruction loan. I
think the Bank will shortly say ̂ No11 and I am sure that no other reply
will be given without consultation with the N.A^G.

Mr. Bidder also informed me that a settlement has been nego-
tiated on the claims between the Netherlands and the Baited States
arising out of Lend-Lease, Plan A supplies,, and troop pay transactions.
As part of this settlement the Dutch have agreed to redeem the guilders
acquired by our troops through black market transactions and sold by
them to Army paymasters. The Dutch had previously been very sticky
on this point but agreed to make this payment in return for a generous
settlement on Lend-Lease and Plan A.

One other matter which we discussed may be of special
interest to you. Dutch industries (and those of many other countries,
especially in Continental Europe) have a great deal of machinery and
equipment which was manufactured in Germany and which is now unusable
because spare parts cannot be obtained from Germany. This is just
one of the ways in which the collapse of economic production in Germany
has ramifications in other countries. In this case, however, the re-
sult is that in order to restore their productive capacity countries
like the Netherlands have to buy, say, #100 million worth of new ma-
chinery from the United States rather than, say, |5 million worth of
spare parts from Germany. Of course, this is very expensive for the
countries concerned, but the point I should like to emphasize is that
the failure of Germany to supply these spare parts greatly increases
the impact of foreign purchases on our market.

We have long been aware that this problem existed but it is
always very difficult to get any figures indicating its practical im-
portance. Mr. Ridder has promised to send to me through Mr. Soutendijk
a detailed report concerning the Dutch need for spare parts from Germany,
follo?/ing which I should like to take the matter up with you again. We
might call this matter to the attention of Governor Ssymczakj he is, of
course, interested in promoting German exports in order to raise funds
to pay for German imports, but neither he nor the other responsible people
in Germany may be aware of the extent to which some effort in this direc-
tion would relieve the foreign demands on our economy.
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