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ANNEX 1834 a.. |

DEUTSCHE KRIEGSLASTENKOMMISSION.

K. No. 2586. Paris, May 2nd 1923.

To the Reparation Commission, Paris.

I am directed by my Government to forward to the Reparation Commission a copy of
the Note which the German Government has to-day addressed to the Governments of the
United States of America, Belgium, France, Great Britain, Italy and Japan.

Signed : FiscuEr.

ANNEX 1834 ao.

( Translation transmitted by the Kriegslastenkommission).

It has always been the point of view of the German Government, which they are induced
to re-state in the present international discussion, that questions, upon, the settlement of
which depend the reconstruction of the devastated areas, equally desired by Germany, and
beyond that, the economic restoration and peace of Europe, can find their solution only
through mutual agreement.

The occupation of the Ruhr-district, carried out in contradiction to the above principle ,
was met by the passive resistance of the population. The German Government share the
wish of all reasonable people, that the tension which is daily growing more accentuated,
should be relieved and that a stop should be put to the useless destruction of economic
values.

They have therefore decided to make a further attempt in this direction, without however
abandoning the principles underlying their juridical point of view, or renouncing passive
resistance, which will be continued till those territories occupied beyond the Treaty of
Versailles have been evacuated and conditions in conformity with the Treaty have been
restored in Rhineland.

Notwithstanding the events of the last months, Germany has decided to maintain her
readiness to fulfill all she possibly can for purposes of reparations, pal‘ticuiarly for the
reconstruction of the devastated areas.  Every endeavour to put this intention into the form
of practical proposals, is made difficult, because, on account of the state of the German
financial and economic conditions, it is impossible to estimate the capacity of Germany
expressed in definitely laid down figures.  Therefore every solution must include an elastic
factor, which takes into account the present impossibility to put forward an inlfallible

estimate. .
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Furthermore it must be borne in mind, that Germany cannot raise capital sums of any
size out of her own resources in the near future, because her trade balance shows no surplus.
0 Therefore she stands in need of foreign loans, for the raising of which the reestablishment
of German credit is the first essential.
Taking all this into consideration and in conformity with the fundamental principle which
was prepared for the January Conference in Paris, the German Government sum up their
proposals for the solution of the Reparation problem and the political questions involved

therein as follows :

Germany’s total obligations for deliveries in cash and kind, as stipulated by the Treaty of
Versailles are fixed at thirty milliard goldmarks, which are to be raised by the issue of loans
on the international money-markets at normal condition in instalments of

20 milliards up to 1st July 1927
5 milliards up to 1st July 1929
5 milliards up to st July 1951.

1. Subscriptions for the issue of the first 20 milliards goldmarks will be invited at once.
The interest on the loan up to the 1st July 1927 will be paid out of the sum realised by the
loan, which as a safeguard would be put under the control of the Reparation Commission.

In so far as it was not possible to raise the 20 milliards goldmarks up to the first July 1927,
interest at the rate of 5 °, and 1 °/, as sinking fund will nevertheless be paid from that date

onwards.

2. In case both sums of 5 milliard goldmarks each, cannot be fully raised within the pro-
posed time-limits by means of loans under normal conditions, it should be left to an
impartial international commission to decide, whether, when and how the rest is to be
raised. The same commission is in July 1931 also to decide, whether, when and hew the
interest from the 1st July 1923 onwards, which has not been provided for, is to be raised.
Such impartial international Commission will be, either the Syndicate that issues the first
20 milliard Goldloan, or a committee of international businessmen as proposed by the Ame-
rican Secretary of State, Mr. Hughes, and on which Germany is represented with equal
rights, or allernatively an Arbitral Tribunal, consisting of the representative each of the
Reparation Commission and of the German Government with a Chairman, for the
appointment of whom, if no agreement can be reached by the two members amongst
themselves, the President of the United States will be asked.

3. Germany will undertake on account of reparation the delivery of payments in kind in
accordance with the earlier agreements and pending further arrangements as to the amount
of such payments.

The German Government is convinced, that with this proposal they have reached the
utmost limit of what Germany is able to pay by the highest concentration of all her
resources; in fact it is highly doubtful whether in view of the heavy disturbances and
enfeablement caused by the Ruhr occupation this proposal does not already surpass Ger-
many's capacity. The German Government is equally convinced that no impartial judge
could come to any higher estimates, when taking into full account the reduction of the
basis of Germany productivity and the diminuation of Germany’s national wealth by her
large former payments.

Should others not share this opinion, the German Government propose to submit the
whole reparations problem to an international commission uninfluenced by political conside-
rations, as suggesied by State Secretary Hughes.
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The German Government are prepared to provide special guarantees for the proposed
payment. The entire property and all sources of revenue of the German Reich and States
are already pledged under the Treaty of Versailles.  How this pledge can be rendered effec- “
tive for the purpose of the loan and what individual guarantees should be provided, can
only be ascertained through negotiations with the international loan syndicate and the
“Reparation Commission. In accordance with agreements to be arrived at, the German
Government are furthermore prepared to devise suitable measures including legislation , in
order that the whole German national resources should participate in guaranteeing the service
of the loan. Deliveries in kind are to be guaranteed by private, long-term agreements
providing for penalties in case of default.

The carrying out of obligations assumed by Germany depends on, stabilisation on the
German currency.

It the German currency can be stabilised systematically -and permanently in' connection

with the settlement of the reparations problem, the complaints of other industrial countries
against unhealty German competition will simultaneously disappear. = After stabilisation it
will further be possible to reorganise the German budget, as required by Germany and her
creditors.

For a realisation of this programme it is necessary, equally in the interest of bondholders,
that highbanded seizure of pledges and sanctions should cease in future, and that Germany
should be freed from its present burden of unproductive expenditure and from its political
and economical fetters. This implies that the administrative unity throughout Germany
should be restored at an early date; that no further use should be made of the stipulations
of the Treaty of Versailles refusing economic equality to Germany, and that, after stabilising
the Mark, the imports of German goods should no longer be subjected to restrictions occa-
sioned by depreciation of German currency.

In order to promote the peace of Europe in economic cooperation, and to restore the
nature economic inter-relations between production and consumption, it is intended to
provide the secure basis for an exchange of essential goods between the countries interested
by private contracts.  These should especially include private long-term contracts for the
delivery of coal and coke. '

! In the same interest of peaceful cooperation between Germany and France, the German
Government, as manifested in their suggestion to conclude a Rhine-pact, are prepared to
conclude any agreement to ensure peace, based on reciprocity. ' In particular, they are
prepared to come to an agreement obliging Germany and France to treat all contentious
questions arising between them and not amenable to diplomatic settlement in a peaceable
international procedure, viz. all legal questions before an arbitral tribunal, other differences
according to a system of arbitrations on the lines of the Bryan treaties.

The German Government suggest entering into negotiations on a basis of the ideas set
forth above. ~ The first essential leading up to such negotiations must be, that the statu
quo ante must be restored within the shortest space of time. That is to say,’that those
territories which have been occupied over and above the stipulations of the Versailles Treaty
must be evacuated, conditions according to Treaty terms must be reestablished in Rhineland,
those Germans, who have been imprisoned must be set free and those who have been
expelled must be allowed to return to their homes and customary work.

The German Government are handing an identical Note to the Government of the United
States of America, the Belgian Government, Italian Governiment, the French Government
and the Japanese Government. '
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ANNEX 1834 a..

DEUTSCHE KRIEGSLASTENKOMMISSION.

K. No. 2586. Paris, May 2nd 1923.

To the Reparation Commission, Paris.

I am directed by my Government to forward to the Reparation Commission a copy of
the Note which the German Government has to-day addressed to the Governments of the
United States of America, Belgium, France, Great Britain, Italy and Japan.

Signed : FiscHER.

ANNEX 1834 a».

( Translation transmitted by the Kriegslastenkommission).

It has always been the point of view of the German Government, which they are induced
to re-state in the present international discussion, that questions, upon the settlement of
which depend the reconstruction of the devastated areas, equally desired by Germany, and
beyond that, the economic restoration and peace of Europe, can find their solution only
through mutual agreement.

The occupation of the Ruhr-district, carried out in contradiction to the above prineiple ,
was met by the passive resistance of the population. The German Government share the
wish of all reasonable people, that the tension which is daily growing more accentuated,
should be relieved and that a stop should be put to the useless destruction of economic
values.

They have therefore decided to make a further attempt in this direction, without however
abandoning the principles underlying their juridical point of view, or renouncing passive
resistance, which will be continued till those territories occupied beyond the Treaty of
Versailles have been evacuated and conditions in conformity with the Treaty have been
restored in Rhineland.

Notwithstanding the events of the last months, Germany has decided to maintain her
readiness to fulfill all she possibly can for purposes of reparations, part;cularly for the
reconstruction of the devastated areas. Every endeavour to put this intention into the form
of practical proposals, is made diflicult, because, on account of the state of the German
financial and economic conditions, it is impossible to estimate the capacity of Germany
expressed in definitely laid down figures. Therefore every solution must include an elastic
factor, which takes into account the present impossibility to put forward an inlallible

estimate. *
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Furthermore it must be borne in mind, that Germany cannot raise capital sums of any
size out of her own resources in the near future, because her trade balance shows no surplus.
Therefore she stands in need of foreign loans, for the raising of which the reestablishment
of German credit is the first essential.
Taking all this into consideration and in conformity with the fundamental principle which
was prepared for the January Conference in Paris, the German Government sum up their
proposals for the solution of the Reparation problem and the political questions involved

therein as follows :

Germany’s total obligations for deliveries in cash and kind, as stipulated by the Treaty of
Versailles are fixed at thirty milliard goldmarks, which are to be raised by the issue of loans

on the international money-markets at normal condition in instalments of

20 milliards up to 1st July 1927
5 milliards up to st July 1929
5 milliards up to ist July 1951.

1. Subscriptions for the issue of the first 20 milliards goldmarks will be invited at once.
The interest on the loan up to the 1st July 1927 will be paid out of the sum realised by the
loan, which as a safeguard would be put under the control of the Reparation Commission.
In so far as it was not possible to raise the 20 milliards goldmarks up to the first July 1927,
interest at the rate of 5 °/, and 1 °/, as sinking fund will nevertheless be paid from that date

onwards.

2. In case both sums of 5 milliard goldmarks each, cannot be fully raised within the pro-
posed time-limits by means of loans under normal conditions, it should be left to an
impartial international commission to decide, whether, when and how the rest is to be
raised. The same commission is in July 1931 also to decide, whether, when and how the
interest from the 1st July 1923 onwards, which has not been provided for, is to be raised.
Such impartial international Commission will be, either the Syndicate that issues the first
20 milliard Goldloan, or a committee of international businessmen as proposed by the Ame-
rican Secretary of State, Mr. Hughes, and on which Germany is represented with equal
rights, or alternatively an Arbitral Tribunal, consisting of the representative each of the
Reparation Commission and of the German Government with a Chairman, for the
appointment of whom, if no agreement can be reached by the two members amongst
themselves, the President of the United States will be asked.

3. Germany will undertake on account of reparation the delivery of payments in kind in
accordance with the earlier agreements and pending further arrangements as to the amount
of such payments.

The German Government is convinced, that with this proposal they have reached the
utmost limit of what Germany is able to pay by the highest concentration of all her
resources; in fact it is highly doubtful whether in view of the heavy disturbances and
enfeablement caused l)y the Ruhr occupation this proposal does not already surpass (;cr—
many’s capacity. The German Government is equally convinced that no impartial judge
could come to any higher estimates, when taking into full account the reduction of the
basis of Germany productivity and the diminution of Germany's national wealth l))' her
large former payments.

Should others not share this opinion, the German Government propose to submit the
whole reparations problem to an international commission uninfluenced by political conside-

rations, as suggesied by State Secretary Hughes.
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The German Government are prepared to provide special guarantees for the proposed
payment. The entire property and all sources of revenue of the German Reich and States
are already pledged under the Treaty of Versailles. ~ How this pledge can be rendered effec-
tive for the purpose of the loan and what individual guarantees should be provided, can
only be ascertained through negotiations with the international loan syndicate and the

“Reparation Commission. In accordance with agreements to be arrived at, the German

Government are furthermore prepared to devise suitable measures including legislation, in
order that the whole German national resources should participate in guaranteeing the service
of the loan. Deliveries in kind are to be guaranteed by private , long-term agreements
providing for penalties in case of default.

The carrying out of obligations assumed by Germany depends on, stabilisation on the

Gvrm an cu l‘l‘t‘nC}' .

If the German currency can be stabilised systematically -and permanently in' connection
with the settlement of the reparations prohlem, the complaints of other industrial countries
against unhealty German competition will simultaneously disappear. ~ After stabilisation it
will further be possible to reorganise the German budget, as required by Germany and her
creditors.

For a realisation of this programme it is necessary, equally in the interest of bondholders,
that highhanded seizure of pledges and sanctions should cease in future, and that Germany
should be freed from its present burden of unproductive expenditure and from its political
and economical fetters. This implies that the administrative unity throughout Germany
should be restored at an early date; that no further use should be made of the stipulations
of the Treaty of Versailles refusing economic equality to Germany, and that| after stabilising
the Mark, the imports of German goods should no longer ‘be subjected to restrictions occa-
sioned by depreciation of German currency.

[n order to promote the peace of Europe in economic cooperation, and to restore the
nature economic inter-relations between production and consumption, it is intended to
provide the secure basis for an exchange of essential goods between the countries interested
by private contracts. These should especially include private long-term contracts for the
delivery of coal and coke.

In the same interest of peaceful cooperation between Germany and France, the German
Government, as manifested in their suggestion to conclude a Rhine-pact, are prepared to
conclude any agreement to ensure peace, based on reciprocity. * In particular, they are
prepared to come to an agreement obliging Germany and France to treat all contentious
questions arising between them and not amenable to diplomatic settlement in a peaceable
international procedure, viz. all legal questions before an arbitral tribunal, other differences
according to a system of arbitrations on the lines of the Bryan treaties.

The German Government suggest entering into negotiations on a basis of the ideas set
forth above. The first essential leading up to such negotiations must be, that the statu
quo ante must be restored within the shortest space of time. That is to say,’ that these
territories which have been oceupied over and above the stipulations of the Versailles Treaty
must be evacuated, conditions according to Treaty terms must be reestablished in Rhineland,
those Germans, who have been imprisoned must be set free and those who have been
expelled must be allowed to return to their homes and customary work.

The German Government are handing an identical Note to the Government of the United
States of America, the Belgian Government, Italian Government, the French Government

and the Japanese Government.
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ANNEXE 1834 6

REPONSE DU GOUVERNEMENT FRANCAIS.

[Note : Une leltre concué dans des termes idcntiques a été adressée de Braxelles ¢ la méme date

i par M. Jaspar a M. Rmrligcr, C/mrgé d'affaires d’A llemagne & Braxelles.]

Paris, le 6 Mai 1923.

M. von Hoescu, Chargé d'Affaires d'r\llem:.ngne, a Paris:

M. e CoARGE D'AFFAIRES,

J'ai I'honneur de vous accuzer réception de votre lettre en date du 2 Mai eourant et d'y
faire, au nom du Gouvernement francais, la réponse suivante :

Les Gouvernements belge et francais ne peuvent laisser passer, sans les relever ot les

contredire, un grand nombre des observations présentées par le Gouvernement allemand.
D'une part, il n'est pas exact qu'une mesure quelconque ait été prise par Id_l"rancc et par la
Bélgique en méernnaissance du Traité de Versailles ; d'autre part, les propositions formulées
aujourd’hui par I'Allemagne sont, en plusieurs points essentiels, en opposition avec ce
Traité.

 Le Traité de Versailles a déterminé les conditions dans lesquelles serail d'abord fixée ct
ensuile payée la dette de I'’Allemague. La fixation a eu lieu a la fin d’Avril 1921 ; les moda-
lités de payement ont &té arrétées le 5 Mai 1921; I \llennmne a tormellement accepté, a
cette date, la fixation et les modalités. Depuis lors, elle n'a pas tenu les engagements qu'elle
avait pris. Un moratorium partiel lui a é1é accordé. Elle ne s'est méme pas acquittée de ses
obligations réduites. La Commission des Réparalions a constalé les ﬁ'umqumn@nts successifs
que I'Allemagne avait commis. C'est 4 la suite de cette constatation et en exécution du Traité
que la Belgique et la France ont pris des gages. .

Contrairement a l'allégation du Gouvernement allemand, cette prise de gages s'est effec-
tuée sans la moindre violence de la part de la Belﬂlque et de Ja France, ol sil n'avait dé-
pendu que de ces deux Puissances une collaboration se serait immédiatement établie, dans
la Rhury entre les industriels, ingénieurs et ouvriers allemands et les industriels, m"emmns
et ouvriers alliés. Ce sont les ordres venus de Berlin qui ont, seuls, empéché cetle coo-
pération.

Le Gouvernement allemand affirme que la population a répondu par une résistance pas-
sive a l'occupation de la Rhur. Rien n'est moins exact. Ce n'est pas la population, c'est e
Gouvernement allemand qui a voulu et organisé la résistance. Le (Jomernement allemand le
reconnait, du reste, Jui-méme implicitement, puisqu'il déclare aujourd’hui que cette résis-
tance ne cessera qu’ apres un accord sur les propositions actuelles. Si elle était spontanée

comment le Gouvernement allemand serait-il maitre de I'abréger ou de la prolonger ?
" Cette résistance, d'ailleurs, n'est pas seulement passive, mais active, alors que le Traité

de Versailles stipule formellement que I'Allemagne n'a pas le droit de considérer comme un
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acte d’hostilité une sanction, quelle qu'elle soit, prise aprés constatation de manquement par
la Commission des Réparations.

Le Gouvernement allemand a provoqué, non seulement des gréves de fonctionnaires
mais un conflit général et systématique, des agressions, des sabotages, des délits de droit
commun. Les Gouvernements belge et franbais ne pourront prendre en considération
aucune proposition allemande tant que se prolongera celte résistance. lls n'entendent pas
que la vie de leurs officiers, de leurs soldats, de leurs ingénieurs, de leurs douaniers, d¢
leurs employés de chemins de fer, soit exposée a des altentats, pendant que seront exam’'n ‘es
les questions 4 régler. Ils n'entendent pas davantage que le fonctionnement normal des
Commissions militaires de contrdle reste entravé et que le désarmement de T'Allemagne soit
compromis, par le seul fait que la France et la Belgique impayées ont pris des gages auxquels
elles avaienl droit.

Les Gouvernements francais et belge doivent ajouter que les propositions actuelles de
I'Allemagne sont, a plusicurs points de vue, tout a fait inacceptables.

En premier lieu, les chiffres offerts ne représentent méme pas, au total, le quart de la
somme fixée par Ja Commission des Réparations et reconnue par I'Allemagne comme mon-
tant de sa dette envers les Alliés. La France et la Belgique ont déclaré a plusieurs reprises,
et elles sont amenées & répéter ici qu'elles ne peuvent accepter la réduction de leurs propres
créances et que, si elles sont prétes a en compenser une partie avec les dettes interalliées,
elles sont dans I'obligation maté:ielle de toucher le restant pour se relever des épouvantables
désastres que leur a infligés I'invasion allemande. La France a, a 'heure présente, avancé
cenl milliards de franes pour le compte de I'Allemagne; la Belgique a avancé quinze milliards
de francs belges et il leur reste 4 chacune, en dehors de leurs charges de pensions, plus de
la moitié de leurs dommages a réparer. L'intérét économique de la France et de la Belgique,
l'intérét économique du monde entier, la justice elle-méme, commandent que les pays
ravagés nc soient pas plus longtemps condamnés a se ruiner pour favoriser I'erric hissement
de leur debiteur. Pas plus qu'a la France, la somme oflerte ne permeltrait 4 la Belgique.
viclime de la plus cynique violation des Traités, de restaurer aujourd’hui ses régiors
‘dévastées. Ainsi donc, tandis que les contrées envahies pendant quatre ans par les armées
allemandes seraient exposées a rester indéfiniment dans la désolation, I'Allemagne conti-
nuerait a construire librement, dans la Ruhr et aillears, de nouvelles usines, des hauts
lourneaux, des corons, des routes, des chemins de fer. La Belgique ct la France sont résolues
a ne pas soullrir cette iniquité.

L'offre de 3o milliards par le Gouvernement allemand contient, daillears, suivant
T'expression dont vous vous servez vous-mnéme dans votre lettre, une part « d'élasticité »,
dont il est a peine besoin deé signaler I'arbitraire et le danger. Le chiffre que vous indiquez
serait, d'aprés le Gouvernement allemand, un maximum et il serait {acile a 'Allemagne de le
remeltre en discussion avant qu'il fat devenu une réalité.

Sans doute, le Gouvernement allemand prétend qu'il n'est possible d'estimer dés main-
tenant en chiffres fermes et définitifs la capacité de payement de I'Allemagne. Mais préci-
sément, lorsqu'ils ont établi le plan de payement de Londres, les Goavernements alliés
avaient tenu compte de ce qu'il peut y avoir de juste dans cette observation et ils avaient
reporté le payement de prés des deux tiers de la dette allemande 4 une époque indéterminée
que devait seul fixer I'état de prospérité de I'Allemagne. Or, le Gouvernement allemand n'a
pas cessé, depuis lors, de protester contre cette indétermination d'une partie de la dette. Il
a dit et répété que ce qui I'empéchait de tenir ses engagements, cest qu'il n'en connais-
sait pas le chillre définitif. Aujourd'hui, il réduit de plus des trois cinquiemes la partie fixe
%;_%,deue, il réduit de plus des sept huititmes la partie indéterminée, mais il conserve
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l'indétermination. Les Alliés peuvent-ils avoir quelques raisons de croire qu'il ne reviendra »
pas bientdt a son raisonnement primitif et qu'il ne déclarera pas que seule la partie fixe peut
étre payée par lui, sous prétexte qu'il ignore le montant total des ses obligations?

En fait, dans les propositions allemandes, il ne sagit que d'une somme nominale et
apparente de 30 milliards de marks or. Le montant effectif n'en part que du 1" juillet 192 7
et cela pour une somme de 20 milliards de marks seulement. C'est donc un moratorium
complet de 4 ans 1/2 que réclame I'’Allemagne & partir du 1* janvier 1923, date a laquelle
I Plan de Payement de Londres a été remis en vigueur par la Commission de Réparations. La
somme de 20 milliards se trouve, d'ailleyrs, elle-méme considérablement réduite, puisque,
jusquau 1 Juillet 1927, les intéréts, doivent étre prélevés sur le produit de 'emprunt. En
calculant T'escompte a 6 °,, la valeur actuelle des 20 milliards tombe a 15 milliards
820 millions. g :

Ces proposilions imprécises sont, en outre, accompagnées de réserves qui permettraient
de tout remettre en question dans quelques mois. Le Gouvernement allemand ne, garantit
méme pas que les 20 milliards (ou Ja somme inférieure qu'il envisage) seront effectivement
versés 4 la date indiquée. Il prévoit, tout au contraire, que,.s'ils ne sont pas couverts par
voie d'emprunt, la partie non versée portera l'intérét dérisoire de 5 °), et formera une annuité

- amortissable. Il offre moins de garantie encore pour les deux parts supplémentaires de
5 milliards, qui doivent, en principe, étre payées le 1™ Juillet 1929 et le 1 Juillet 1931.
- Une Commission Internationale décidera, dit-il, si ces.deux tranches don:vont étre ou non
émises et, de méme, si les intéréts & partir du 1°" Juillet 1923, doivepi étre ou non versés.

De tels aléas rendent impossible toute appréciation sérieuse de la valeur actuelle de T'oflre.

Au surplus, les Gouvernements francais et belge ont écarté, d'un commun accord, a la
Ccnférence de Paris, I'idée de dessaisir la Commission des Réparations pour ig remplacer
per des Commissions internationales, des Comités de gens d'affaires internationaux, des tri-
bvnaux arbitraux. Dans le Traité de Versailles, I'Allemagne s'est splennellement engagée i
reconnaitre la Commission des Réparations comme juge'-d,es "rem‘iTses‘pal_jliellcs de dettes et
des ajournements de payement, et il a été précisé qu'aucune remise ne pourrait.étre accor-
die ‘que par un vote unanime des Puissances créancieres. La France et la Belgique ne
p2uvent consenlir & abandonner les garanties qu'elles tiennent du Traité.

Le Gouvenement allemand se déclare prét a fournir des'siiretés pour les prestations en
especes et en nature qu'il offre aujourd’hui et qui constituent simplement une diminution
norme de scs promesses antérieures. Mais au sujet de ces suretés, il se borne h‘émptlre les
idées les plus vagues et les plus obscures, et; bien que la° Commission des "Bépan_\t‘ior'ls ait
déja longaelllent étud.é, d'accord avee les Gouvernements alliés, toutes les mesures a l'aide

desquelles I'Allemagne pourrait stabiliser sa monnaie, restaurer ses finances: et procéder a
des emprunts extérieurs, bien que les Gouvernements alliés aient maintes. fois essayé. d'ins-
pirer a I'Allemagne des efforts sincéres pour arriver a ces résultats, le Gouvernement alle-
mand n'indique encore aujourd’hui, ni de quelle fagon'il cherchera a stabiliser sa monnaie
ni quelles mesures législatives il prendra, ni quelles ressources il propose daffecter a la
garantie des différentes tranches des emprunts. :
Tout aussi vagues et tout aussi illusoires sont les indications données par le Gouverne-
‘ment allemand au sujet des garanties de sécurité qu'il est prét, dit-il, a offrir a la France. Il
ne parle pas de la Belgique et cet oubli parait, i tout le moins, singulier, lorsquon se rap-
pelle la maniére dont 1'Allemagne, garante en 1914 de la neutralité belge, s'est alors com-

pbrtée envers la Nation doqt‘ell'e avait promis de protéger l'indépendance.
~ Au demeurant, les Gouvernements belge et francais ont toujours été favorables « aux
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Ja réciprocité ». Mais le Traité de Versailles est une entente de garantie de paix qui repose
. sur la réciprocité et, cependant le Gouvernement allemand fait, deés aujourd’hiui, bon
marché des principales clauses qu'il contient. Dans cet ordre d'idées, comme dans celui dés
réparations, la France et la Belgique ne sauraxent se contenter de nouvelles déclarations
allemandes; il leur faut des certitudes. *

En échange de propositions en partie inacceptables, en partie insuflisantes, le Gouver-
nement allemand émet la prétention que «le point de départ des négociations doit étre que
le statu quo ante soit rétabli dans le plus court délai», et, par application de cette condition
générale, il demande « notamment » que les régions nouvellement occupées ‘en parfaite con-
formité avec le Traité de Versailles, soient évacuées, que les mesures prises dans les Pays
rhénans par la llaute Commission interralliée pour assurer I'exécution du Traité soient rap-
portées, que les Allemands arrétés ou expulsés pour infraction aux ordonnances réguliére-
ment prises soient libérés ou réinstallés dans leurs logements et leurs fonctions.

Ainsi pendant quatre ans et demi, c'est-a-dire dans la période méme ot les Gouvernements
francais et belge ont le plus besoin de recevoir des prestations en nature et des payements
en espeéces, pour subvenir a la restauration des régions dévastées, ils devraient, I'un et
l'autre, attendre patiemment sans gages ni garanties, qu'il plit au Gouvernement allemand
de prendre les dispositions qui lui conviendraient pour leur offrir une somme indéterminée
ou infime; et ils dévraient méme sortir de la Ruhr, ot ils ne sont entrés que poub avoir sous
la main des garanties etles gages auxquels ils avaient droit et qui leur étaient refusés.

Le Gouvernement belge et le Gouvernement francais ont décidé qu'ils n'évacueraient les
territoires nouvellement occupés qu'a mesure et en proportion des payements effectués. Ils
n'ont rien a changer a cette résolution. :

Ils ne peuvent, au surplus, s'empécher de remarquer que la note allemande n’est, d'un
bout a 'autre, que I'expression & peine voilée d'une révolte systémalique contre le Traité de
Versailles: Si elle pouvait étre prise en considération, elle aboutirait fatalement  la destruc-
tion totale et définitive de ce Traité; a la nécessité d'en négocier un autre, et a la revanche
morale, économique, politique et militaire de I'Allemagne. Au lendemain du jour ou la
Conférence des Ambassadeurs vient, une fois de plus, de constater i I'unanimité que IAlle-
magne ne remplit pas ses obligations en matiére de désarmement, la France et la Belgique,
devraient renoncer aux sanctions pacifiques que I'’Allemagne les a forcées a prendre; I'Alle-
magne devrait étre libérée des dépenses dont elle est, dit-elle, accablée et qu'elle qualifie
d'improductives; ce qui parait signifier qu'elle vise les troupes d'occupation et qu'elle veut
priver la Belgique et la France d'une des garanties solides qui assurent leur sécurité et le
respect du Traité; la Haute-Commission Interallié¢e devrait étre désavouée et supprimée oun
réduite ¥ Timpnissance; 1'Allemagne devrait étre affranchie de ce qu'elle appelle les entrayes
politiques et économiques du Traité; lés Alliés devraient lui rendre immédietement le béné-
fice de la clause de la nation la plus favorisée, ce qui lui permettrait de profiter des ruines
qu'elle a accumulées en Belgique et en France pour sassurer rapidement la supériorilé
industrielle sur les pays qu'elle a dévastés; la question des Réparations devrait étre soumise.
non plus, comme le Traité, I'a prévu, & une Commission dont T'Allemagne s'est engagée u
observer les ‘décisions, mais 4 des Commissions internationales; la Belgique et 1a France
devraient abandonner leurs gages; elles devraient rester exposées 4 la violence des agents du
Gouvernement allemand; et, en retour, de tous ces sacrifices, elles recevraient, une fois
encore, quelques mots sur du papier, le Gouvernement allemand, s'il veut bien falre un
retour sur lui-méme, ne s'‘éténnerfa point qu'elles refusent un tel marché. ‘

Veuillez ‘agréer, Monsieur le Chargé d’Affaires, les assurances de ma haute considé,

ration. : _ Signé : Poincarg.
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ANNEXE 1834,

A. A A,

FOREIGN OFFICE.

13 Mai 1923.

REPONSE

DU GOUVERNEMENT BRITANNIQUE.

A Son Excellence Herr Stahmer.

Le Gouvernement de Sa Majesté a prété
la plus grande altention au memorandum
que votre Excellence m'a communiqué le 2
de ce mois et dans lequel le Gouvernement
allemand présente ses propsitions pour le
réglement de la question des réparations.

Il est bien évident que cette démarche
est la conséquence d'une suzgestion que j'ai
faite au cours d'un débat au Paalement
britannique, le 20 Avril, et c'est pourquoi
le Gouvernement de Sa Majest¢ est particu-
lierement intéressé par la réponse qui a été
faite a cet appel. Je ne puis cacher a votre
Excellence que les propositions de votre
€ouvernement ont causé un grand désap-
pointement et que l'impression défavorable
quelles ont faite sur le Gouvernement de
Sa Majesté ainsi que sur les Allids, est de
celles que dans mon opinion le Gouverne-
ment allemand aurait pu et di prévoir, et
par conséquent éviler.

Les propositions sont loin de corres-
pondre, soit dans la forme, soit en sub-
stance, a celles que le Gouvernement de
Sa Majesté aurait pu raisonnablement
attendre en réponse i l'avertissement qu'il
avait, en plus d'une occasion, cru devoir
donner au Gouvernement allemand, par
I'entremise de votre Excellence, et a 'invi-
tation plus directe qu'il lui a adressée dans
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ANNEX 1834 c.

A. A. A,

FORE!GN OFFICE.

May 13th, 1923.

REPLY

FROM THE BRITISH GOVERNMENT.

His Excellency, Herr Staauer,

Your ExceLLency,

His Majesty’s Government have given
their careful attention to the memorandum
which Your Excellency communicated to
me on the 2nd instant, and in which the
German Government put forward their pro-
posals for a settlement of the question of
Reparations.  This ac tion on their part is
well known to have been the sequel of a sug-
gestion which I made in a debate in the
British Parliament on Aoril 20th ; and His
Majesty’s Government therefore have a spe-
cial interest in the response which has been
returned to that appeal.

I cannot conceal from Your Excellency
that the proposals of your Goverzment have
come as a great disappointment, and that
the unfavourable impression which they have-
made upon His Majesty’s Government as
well as on their allics, is one which, in my
opinion, the German Government might and
tought to have foreseen and therefore guar-
ded against. The proposals are far from
corresponding cither in form or in substance
to what His Majesty's Government might
reasonably have expected to be made in ans-
wer to the advice which 1 have on more
than one occasion ventured to con-yvey to
the German Government through Your
Excellency, and to the more direct invitation
extented to them in the speech referred to.




le discours auquel je me suis déja référé.
Les causes principales de ce légitime désap-
poiniement sont les suivantes :

1° Le Gouvernement allemand offre en
payement total de sa dette reconnue, une
somme qui, se trou vant bien inférieure au
montant modéré qui était la base du projet
britannique soumis a la Conférence de
Paris de Janvier dernier, devait étre recon-
nue a priori comme étant enliérement
inacceptable. par les Gouvernements alliés.
En outre, le payement 'de cette somme,
quelque insullisante quelle soit, est subor-
donné a T'émission d'une série d'emprunts
internationaux, dontle succes, dans les con-
ditions indiquées, doil étre trés douteux,
d'autant plus que le projet proposé par le
Gouverncment allemand econtient actuelle-
ment des stipulations qui traitent du cas
ou les emprunts ne. seraient pas réalisés.
Plus encore les arrangements proposés a ce
sujet impliquent des conditions financiéres
qui sont moins lourdes pour I'Allemagne
que si les emprunts devaient réussir, de
telle sorte qu’il n'en résulte pour I'Alle-
magne aucun stimulant qui pnisse I'engager
a émellre ces emprunts.

2° L'absence, dans la réponse du Gou-
vernement allemand, d'indications plus pré-
cises quant a la nature des garanties que
I'Allemagne est disposée a offrir, est plus
particulierement regrettable. Au lieu de
recevoir des propositions concrétes et subs-
tantielles 4 ce sujet, les Gouvernements
alliés sont mis en présence de vagues assu-
rances et de renvoi a de futures négocia-
tions qui, dans une transaction d'aflaires
de cette espéce, manquent de valeur pra-
hque.

Le désappointement est accru par la con-
viction que le Gouvernement de Sa Majesté
voudrait avoir, que des indications peuvent
étre trouvées dans le Memorandum alle-
mand, que le Gouvernement allemand recon-
nait la possibilité qui lui incombe de faire un
sérieux effort pour exécuter ses o>ligations
d'apres le Traité de Ver:ailles, d'une maniére
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The ‘'main grounds of this legitimate disap-

pointment are following :

1. The German Government offer, in
total payment of their acknowledged debt,
a sum which, falling far bellow the mode-
rate amount forming the basis of the Britsh
scheme submilied to the Paris conference of
January last, must have been known in
advance t) be altogether unacceptable to the
Allied Governments.  Furthermore,' the
payment of even (h's inadequate sam . is
made dependent on the issue of a series of
international loans, the success of which
in the conditions predicated must be largely
speculative. ~ So much so. that the scheme
proposed by the German Government ac-
tually contains provisions dealing with the
contingency of the loans not malerialising.
Moreover, the arrangements proposed under
this head involve financial conditions less
burdensome to Germany than if the loans
were to be successfull, so that no real
incenlive is thereby held out for her to attempt

to raise them.

2. The failure of the Germar reply to
indicate with greater precision the nature of
the guarantees which they are disposed to
offer is more particularly to be regretted.
The Allied Governments, .instead .of re-
ceiving concretle and substantial proposals in
this respect, are confronted with vague assu-
rances and references o future l:egoiialions,
which, in a business transaction of this
kind, are lacking in practical value.

The disappointment is enhanced by the
belief which His Majesty’s Government
would like to entertain that indications are
to be found in the German memorandum
that the German Government recognize the
responsibility resting upon them to make
an carnest effort to discharge their obliga-
tions under the Treaty of Versailles in a




=iy
que les Alliées pourraient considérer comme
a la fois équitable et sincére, Si I'Allemagne
avait vraiment l'intention d’ouvrir la voie a

une solution elfective et rapide d'un pro-
bléeme qui, faute d'étre résolu, trouble grave-
ment les conditions politiques et écono-
miques de 1'Europe et méme du monde
entier, il semble regrettable qu'elle n'ait 'pas
montré une appréciation plus juste des,‘]ignos
générales suivant lesquelles seules. une pa-
feille solution peut étre cherchée. I

Le Gouvernement de Sa Maj'eslé est per-
suadé, pour \Sél part, que dans son propre
intérét I'Allemagne reconnaitra l'avantage
qu'elle a & se montrer plus disposée & saisir
les réalités de Ja question et, écartant tout
fauxfuyant et loute controverse, s'attachera
a considérer de nouveau et 4 élendre ses
propositions, de manicre a en faire une base
possible poilr une discassion ultérieure. Le
Gouverriement de Sa Majesté sera prét a
prendre part, aux cOtés de ses Alliés, au
moment convenable, A celte discussion; il
prend comme eux, a cette question, un
intérét réel quil n'a pas l'intention d’aban-
donner, et partage leur désir de mettre fin
a une sitnation de péril international. Mais
il ne peut cacher au Gouvernement . alle-
~mand que le premier pas vers la rézlisation
d'un tel e'spoir doit étre que I'Allemagne
reconnaisse les nécessités de fournir une
contribution beaucoup plus sérieuse et beau-
~coup plus précise quaucune de celles qui
~ont été proposées jusqu'a présent. .

J'ai 'honneur, etc.
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manner which the Allies could regard as
both equitable and sincere. If Germany
did intend to open the way to an effectual
and speedy solution of a problem, the
failure to settle which is gravely glisturbing
the political and economic condition of
Europe, and indeed of the whole woild,
then it seems unfortunate that she should
not have shown a keener é[iprecialion of
the lines on which alone can any such
settlement be sought.

His Majesty's Government for their part
are persuaded that in her K" nterest Ger-
many will see the advantage of displaying
a greater readiness to grapple with the
realities of the case and, discarding all
irrelevant or controversial issues, will pro-
ceed to reconsider and to expand their
proposals in such a way as to convert them
into a feasible basis of further discussion.
In such discussion His Majesty's Goverment
will at the suitable moment be ready to take
part by the side of {he Allies, with whom
they share a I;ractical interest in this ques-
tion, which théy have no intention to
abandon, as well as the desire to terminate
a situation of international peril. But
they cannot conceal from the German
Government that the first step towards the
realisation of any such hope must be the
recognition by Germ:'my that a contribu-
tion much more serious and much more
precise is réqﬁ{red than any which has yet
been forthcoming.

I have the honour to be, with the highest

consideration,

Your Excellency’s most obedient Ser-
vant, ' '




ANNEXE 1834 d

REPONSE

/ 9 50 ps S S0
DU GOUVERNEMENT iTALIEN.

12 Mai 1923.

Lmamcn alt(‘nuf du Mcmunmlum du
2 \Lu courant qui contient les proposmons
du Gouvernement allemand pour un regle-
ment de la question des réparations m'a
con vaincu qu'elles ne sont pas de naturc a
pouvbir servir de base aux Gouvernements
alliés pou'r une discussion définitive.

Lc 's instances rcpelecs destinées a amener
le Gouvernemmt allemand & présenter des
propositions raisonnables ‘et pratiques pour
sortir de la situation danrwleuse créée dans
I'Europe centrale me donnaient quelqucs
motifs d'espérer que la démarche du Gou-
vernement allemand aura‘t marqué un pro-
gres en vue d’ une solution pacifique de la
question; mafs je dois constater qu: mon

attente - a été dégue. On sait -quel est le

- point de vue du Gouvernement italien en
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* Comme il résulte des projets qui ont été
présentés par-elle dans. les deux derniéres
Conférences de Londres et de Paris, I'lta'ie,
en' raison de sa situalion économique et

financiére, est obligée de considécer comme

toujours plus intimement liés le probleme
des réparations et celui des dettes de guerre
interalliées et ‘elle ne peut se -aispénser
d'insister }fo'ur iju'ils soient résolus fe plus
tot possible en tenant compte des dépenses
de reconstructions de ses provinces envahies.

Cette nécessité explique clairement son
attitude, soit en ce qui concerne les déli
bérations® de la Commission des Répara-
tions, soit dans tous les événements 'qui ont

R S R

ANNESSO 1834 d.

RIPOSTA

DEL GOVERNO ITALIANO.

12.5 51923

I.'esamo atlento del memorandum dil
2 Maggio corrente che contiene le proposte
del Governo germanico per un regolamento
della questione delle riparazioni, mi ha do-
vuto convinvere che esse non sono d'! tale
natura da poter servire di base ai Governi
Alleati per une discussione risolutiva.

Le mie ripetute insistenze, direttesindarre
il Governo germanico ad avanzare prdposlk
ragionevoli e pratiche per uscire dalla perico-
losa situazione creatasi nell’ Europa Centrale,
mi davano qualche motivo disperare che il
passo del Governo tedesco avrebbe segnato
un progresso in vista una soluzione pacifica
della questione; ma debbo constatare che la
mia aspettativa e stata delusa.

E' noto quale sia il punto di \1ata del Go-
verno italiano in materia.

Come risulta dai progatti da essa p'resen-
tati nelle ultime due Conferenze di Londra
e di Parigi, I'ltalia, per le sue condizioﬁg
economichefinanziarie, & coslretta a consi-
derare come sempre pil intimamente con-
nessi il problema delle riparazioni e quello
dei debiti di gm:lim interalleati e non puo’
fare a memo di insistere perche lali partite
vengano al pia presto regolate tenendo conto
anche delle spese di ricostruzione delle sue
pro'vincie invase. Questa necessila spiegano
chiaramente il suo atteggiamento sia nei
riguardi dei deliberati della Commissione
delle Riparazioni, sia in tutti gli avveni
menti che hanno avuto luogo in seguito




eu lieu a la suite de la derniere Conlérence
de Paris, élant bien entenlu que ses intéréts
et ses exigences dans la solution d’une ques-
tion aussi grave ne sont pas inférieurs a ceux
d'un quelconque des autres Etats allié-.

Comme il en existe la preuve dans plu-
sieurs manifestations officielles et actes exprés
du Gouvernement royal, I'ltalie est disposée
a supporter sa quote-part des sacrilices pour
arriver a un réglement général économique,
mais elle ne peut consentir a ce qu'il lui en
soit imposé au dela de ce que lui permettent
raisonnablement ses propres forces.

Il ne faut pas oublier que la position rela-
tive faite a I'ltalic dans le pourcentase des
réparations allemandes se base aussi sur la
considération de la part plus grande qui lui
fut réservée dans les réparations dues par les
pelits Etats, a I'égard d squels I'ltalie, obéi: -
sant a un mouvement de générosilé et de
‘modération et tenant compte de leur situa
tion diflicile, a consenti d2s concessions
considérables sans invoquer ou réclamer en
droit jusqu'ici de la responsabilité solidaire
de T'Allemagne sanctionnée par les Trailés,
le Gouverncment allemand sait, du reste,
que le Gouvernement italien s'est trouvé
contraint, a son vil regret, de ne pas accep-
ter le projet de réglement de réparations
présenté par le Gouvernement anglais & la
Conférence de Paris parce que, bien que
visant un but élevé, le memorandum Boaar
Law ne paraissait pas tenir suffisamment
compte des exigences irréductibles de I'ltal’e.

tant donné ce précédent immédiat, cest
avec un sentiment de légitime ¢lonnement
que le Gouvernement italien doit relever
que le Memorandum allemand du 3 Mai est
franchement inférieur aux propositions con-
tenues dans le projet du Gouvernement
britannique. A part ce fait que la somme
fixée pour les réparations est manifestement
de beaucoup inférieure a un chiflre quel-
conque, quelque minime qu'il soit, qu'on
pouvait raisornablement attendre I'emprunt
international par lejuel s'effectuerait entie-
rement le payement de cette somme est

seunlement indiqué comme un moyen, sans
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allultima Conferenza diParigi, considerato
e dato per fermo che il suo interesse e le sue
esigenze nella soluzione di tali gravissima
question2non sono inferiori a quelledialcuno
degli Stati Alleati.

Come & docimentato da molte manifes-
tazioni ufficiali e atti specifi del Regio Go-
verno, I'ltalia & disposta a sopportare la sua
quota parte di sacrifici per giungere ad una
gene rale sistemazione economica; ma non
puo’ consentire che gliene siano imposti al
di la di quanto ragionevolmente le permet-
ttono le sue forze. Né devesi dimenticare che

la posizione relativa ad essa fatta nella per-

centaale delle riparazioni tedesche, si basa
anche sulla considerazione della maggior
assegnazione che le fu riservata nelle ripa-
razioni degli Stati minori nei riguardi dei
quali, obbedendo ad impulsi di generosita
e di moderazione e tenendo conto delle
loro stremate cond zioni I'ltalia ha accordato
concessioni notavoli senza fin qui richiamare
o ricorrere al diritto della corresponsabilita
tedesca sancito dai trattati.

E’ del resto noto al Governo tedesco che
il Governo italiann si trovo™ costretto, con
suo vivo rammarico, a non accedere al pro-
getto di sistemazione delle riparazioni pre-
sentato dal Governo inglese alla Conferenza
di Parigi perché pur essendo ispirato ad 'alte
finalitd, il memorandam Bonard Law nareva
non tenere in sofficiente conto le impres-
cindibili esigenze dell’ Italia.

Dato questo immediato precedente, @
con senso di legiltimo stupore che il
Governo [Italiano deva rilevare come il me-
morandum tedesco,del 2 Maggio rimanga
di gran lunga inferiore alle proposte con-
tenute nel progetto del Governo britannico.

A parte il fatto che la somma fissata
per le riparazioni a palesemente molto al
di sotto di qualsiasi cifra, anche minima,
che potesse ragionevolmente attendersi, il
prestito internazionale con cui si vor rebbe
interamente effettuare il pagamento di tale
somma, a soltanto indicato come mezzo,
senza le necessarie precisazioni e senza che

e e e
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les précisions nécessaires et sans qu'il soit dit
quelles dispositions adéquates devraient étre
prises pour son placement et son succes.

Toutes indications coneretes manquent
également pour les garanties et les gages et
toute assurance qu'ils seraient effectivement
{fournis.

La proposition allemande ne représente
donc: pas un plan méthodique et complet
comme il aurait été indispensable, pour
pouvoir donner lien méme a une discussion

de principe; il se réduit a une suite d'indi-

cations vagues et imprécises qui ont d’autant

moins de valeur que sont plus importantes
les ‘questions auxquelles’elles se réferent en
vue d'un reglement général.

Une telle insuffisance est une cause de
regret pour.le Gouvernement royal, parce
quelle retarde, pourle dommage de tous,
tout acheminement vers une solution du
probleme et qu'elle- peut renloreer une opi-
nion qui trouve un certain erédit: a savoir

que TAllemagne; sous l'influence deé cou-

rants politiques intéricurs déterminés, cher--

che a se soustraire a Paccomplissement de
ses obliga‘ions propres:

‘Dans ces circonstanees, le Gouvernement
italien, constatant 'que  les propositions
allemandes n'ont apporté aucune modifi-
cation substantielle a7la situation et n'ont
1_';|it que-décevoir son atlente, émel i nouveau
lavis: que, tant dans Tintérét de 1'Alle-
magne que dans Tintérét de la paix'générale
et de I'économie européenne, une nouvelle
et prochaine décision du Gouvernement
allemand donne lieu & des propositions
qui, par leur contenu et leurs précisions,
apparaissent de nature a pouvoir- étre utile-
ment examinées par le Gouvernement royal

d'accord avec ses Alliés.
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sia_detto come si provvederebbe adegua-
tamente per il suo collocamento ed il
successo. Mancano del pari ogni concreta
indicazione di garanzie e di pegni ed ogni
affidamento della loro effettiva prestazione.
La proposta tedesca non rappresenta quindi
un piano organico e comp!c‘t‘o come sa-
rebbe stato indispensabile per potere dar
luogo ad una discussione sia pure di mas-

sima; ma si riduce ad una serie di indica-

zioni vaghe ed imprecise di tanto minore:

valore quanto a lI'importanza della questioni
a cui esse si riferiscono per la sisterazione

generale.

Una tale insuflicienza ¢ causa di rincres-
cimento peril Regio Governo, perché ritarda
con danno generale ogni avviamento alla
soluzione del problema e puo’ raffovzare

una opi nione che trova un certo seguito :

¥4

quella, cioe, che la Germania sotto T'influsso:

di determinate correnti : politiche interne
cerchi di sottrassi al complimento delle

propric obli gaziom.

In cosifatte circostanze il Governo dtaliano,

constatendo che le pro poste tedesche non;

hanno portato nessuna modilica sostanziale

alla situazione, e per ~deluso nella sua

aspettativa. conferma l'avviso che tanto
della
quello generale della Pace e dell'economia

nell interesse Germania, come in

europea, una nuova non Jontana decisione.

del Governo tedesco dia luogo a proposte
che per il loro coatenuto e per la lcro deter-
minazione, appaiano tali da poter essere
ultimente prese in esame del Regio Governo

insieme con gli Alleati.
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ANNEXE 1834 ec.

15 Mai 1923.

REPONSE DU GOUVERNEMENT JAPONAIS.

Le Gouvernement japonais a examiné avec la plus grande attention les nouvelles praposi-
tions faites par le Gouvernement allemand, dans son memorandum du 2 Mai 1923,
adressé au Japon, aux Etats-Unis, A la Grande-Bretagne, a la France, a I'ltalie et a la Bel-
gique, concernant tout le probléme du payement des réparations.

L.e Gouvernement japonais, tant en raison du chiffre total des réparations que des moda-
lités de payement prévues et des garanties a fournir, est dans l'impossibilit¢ de donner son
adhésion au projet du payement des réparations, qui constitue la partie essentielle de ces
propositions.

Etant donné que le Japon n'a pas actuellement dans cette question, un intérét aussi
grand et aussi vital que les autres Puissances alliées auxquelles le Gouvernement allemand
s'est adressé, le Gouvernement japonais s'abstiendra d’exprimer son opinion sur les détails
de la nouvelle proposition allemande. Il tient cependant a exprimer son ferme désir que le
Gouvernement allemand fasse le nécessaire en vue de faciliter un réglement rapide et amiable
de T'ensemble du probléme des réparations sur une base équitable.
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Parie, Hay 6. ( /7 -

The P pwing is the text of the French reply handed to Herr
n Hosach, tle German Charge d'Affaires, this evening:-

¢

I htre the homour to acknowledge the receipt of your letter
dated Moy 2 emd in the name of the French Government to make the

followim riply:~-

Th( Blgisn ind French Goveruments cannot allow to pass without
raisingen/ contmdicting & great number of obeservations made by the
German overnmenje On the one hand it is not a fact that any measure
whaetsoeer has been taken by Framnce and Belgium in disregard of the
Versailes Tresty, and, on the other hand, the proposals formulated to-
diy by jernany 2re in several essential points in opposition to that
Teaty, The Treaty of Versailles has determined the conditions in
viich ermeny's debts should first be fixed and then paid. The debts
ere ’xed ut the end of April, 1921, The methods of payment were laid
jown )n May 5, 1921. OCermeny formally accepted on that date the amounts
ixed and the methods of payment. Eince then she hes not kept the en-
‘ageente she entered into, A partial moratorium wag accorded to her,
ihe as not even acquitted these reduced obligations. The Reparation
Jommesion has declared the succesaive defaults which Germany has com-
adtpd. It is a8 a result of those declarations and in execution of
the lreaty that Belgium and France have taken pledges.

Contrary to the allegation of the German Government, this taking of
pleges was offected without the smallest violence on the part of Bel-
giw and Prance, end if it had depended only upon these two Powers, a
col.aboration would have been immedistely established in the Ruhr be-
twen the Cerman industrialists, engineers and workers 2nd the Allied
inhstrinlists, engineers And workers. It was the orders which came
froi Berlin which alone prevented that cooperation, -

The German Government affirme that the population responded to the
ocaipaticn of the Ruhr with passive resistance. Iliothing could be less
trw., It was not the population, it was the German Government which
willed and organised the resistance. The Cerman Government recognised
this fact implicitly since it declares today that the resistance will
not cease until after an agreement has been reached on the presaent
proogals, If it had been spontaneous, how would the German Government
be able to shorten or to prolong 1t?

This resistance, moreover, is not only passive but s2ctive, although
the Versailles Treaty formally stipuletes that Germany has not the right
to conslider ns an act of hostility any sanction whatever which may be
tekon under a declaration of default by the Reparation Commission., The
German Government has provoked, not only strikes of officials, but a
generel and systematic conflict, acts of aggression, sabotage, &nd of-
fences against common law,

The Belgisn and French Government cannot take into consideration
any German proposal while this resistance continues. They do noi mean
to allow the lives of their officers, their soldiers, their engineers,
their Custogie officials, their rallway employees, to be exposed to at-
tacks while the guestions which must be settled are being examined. Nor
will they permit that the normal working of the military commissions of
control shall be hindered, 2nd that the disarmament of Germany shall be
compromised by the single faect that France and Belgium, who have not
been paid, have taken the pledges to which they have the right.

The french &nd Belgisn Governments must add that the present pro-
posales of Germany are from several points of view altogether unacceptable,
In the first place, the figures submitted do not even represent in the
aggregate 2 quarter of the sum fixed by the Reparation Commission and
recognised by Germeny as the amount of her debt to the Allies,

France and Belgium have declared on several occasions, and are
forced to repeat here, that they cannot asccept the reduction of their
own credits and that if they are ready to set a part of these credits
against the Inter-Allied debts they are under the material obligation
to obtain the balence in order to recover from the frightful disaster

.'tizedfOIFﬁ’*ﬂF&ted upon them by the German invasion.
ser.stlouisfed.org/ _
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Prance has at the present moment advanced one hundred milliard
francs on Germany's account. Belgium hag advanced fifteen milliard
Belgian franocs, and there remains to each, in addition to their charges
for pensions, more than half of thelr demages to repalr, The economic

“ﬁinterest of France and Belgium, the economic interest of the world,
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and jJustice itself demand that the ravaged countries shall no longer be
condemned to ruin themselves for the enrichment of their debtor, No
more then to France will the sum offered permit Belgium, victim of the
most c¢ynical violation of treaties, to restore today her devastated
regionss Therefore, while the countries occupled for four years by

the German armies would be exposed to the risk of remaining indefinite-
1y in & sgtate of desolation, Germany would continue to construct freely
in thé Ruhr and elsewhere new factories, blasst furnsces, workmen's
quarters, roads, and reilwpys. Boelgium and Prance are resolved not to
permit such an iniquity.

The offer of thirty milliards made by the German Government contains
moraover, according to the expression you emiploy yourself ih your letter,
a gcertain elssgticity of which it is nardly necessary to point out the
arbitrarinees and the danger. The figure that you indicate wonld be,
according to the German Government, the maximum, and it would be easy
for Germany to bring it into discussion before it had become & reslity.
Doubtless the Jerman Covernment pretends that 1t is not possible to es-
timfite at present in firm and definitive figures the capacity of Ger-
many to pay. 3ut when they eetablished the London Schedule of Peyments
the Allied Governments took heed of all thet there might be of Jjustice
An that observation, and they carried the payments of nearly two-thirds
of the German debt to an indefterminate epoch which would be fixed only
in sgecordance with the state of progperity of Germany,

The German Government has not cessed sinece then to protest egainst
leaving in abeyance a part of the debt. It has s2id and repeated that
what prevented it from keeping ite engagements was that it did not know
the definito cmount to be paid, Todey it reduces by more than three-
fifthe the fixed part of thies debt; it reduces by more than seven=-
eighths the indeterminate part, but it keeps it floating. Can the
Allies be at all sure that the German Government will not soon conme
back again to its originesl argument, and will not declare that the fixed
parts alone can be paid on the pretext that the German Government does
not know the total amount of its obligstions?

In point of faect, in the German proposals only a nominal sun of
thirty milliard gold marke (2£1,500,000,000) is mentioned. The effective
payment only starts from July 1, 1927, and that is & sum of only twenty
milliards ($1,000,000,000) of marks. It is therefore & complete mora-
torium of four and a half years that Germany asks for, starting from
January 1, 1923, the date at which the London Schedule of Payments was
put into operstion by the Repraration Commission., The sum of twenty
milliards, moreover, is itself considerably reduced since up to July
1, 1927, interest must be subtracted from the yield of the loan, Tak-
ing the discount af 6 per cent., the sctual figure of twenty milliards
falles to fifteen millisrds and 820 millions,

These vegue proposale sare sccompanied by reservations which would
leave it possible to bring everything again into dispute in 2 few
months. The German Government does not even guarantee that the twenty
milliards (or the lesser swa that it contemplates) will be effectively
p2id on the dete mentioned. It anticipates, on the contrary, that if
this sum is not covered by means of a loan the part left unpaid will
bear the ridiculoue intereet of & per cent, and will form a redeemable
annuity.

It offers ptill less gnarantee for the two supplementary portions
of five milliards which should, in prineciple, be paid on July 1, 1929,
and July 1, 193l. 4An international Commission will decide, states the
German Government, whether these two portions should or should not be
issued, and similarly whether the interest from July 1, 1923 should or
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should not be peid, duwh cont ingent conditions mke impossible any serious
estimate of the sotual value of the offors

lorsovor, the Frvemch ani bDelglan Covermmodxts at tin Conferemce of rPoris
apreci to mjoct the Ldea of sotting aside the earmtim Commission md 1e-
placing it by inteynntiomel commigsioms, intermtional comndttecs of buslness
wen, or arditral tribumslse In the Treaty of Versailles fermmmy solomnly pro=
wiged to wecognize the feparation Commission as juldge in the mtter of partial
shatement of debts anl & jourmsents o f payents, and 1t was clearly declaved
that no poatponemeat could bo granted azcept by a waaaimous vote of the creditor
fowors, Frsuce ani Selgium cannot congent to abandon the guaramdoss which
they hold under the Treatye

The Cemsan Covorment declares its weadimnss to fumish securitics for the
deliveries in cash anl in kld whiech it now offers, and which slwply owms titubes
an enormous dimlmmtion of its previous gromises, But in regard to those Soous-
rities it confines itself to the voguest anl obsourest idqams, ani, althoush tie
Hoparation Commission has already considexed at length with tho sllied Covernmm
all the meossures whish woanld melp Cemmory to stabilize its swrréency, mestore
its flnanges, and raise exterior loans, althowh the Allied Covermmemtas have
many tises tried to induce Cermany to make sincere attempts to schiove tiese
roguits, tie Coerman Covemmeut oven to-day does not imileate eoitiey in wint wy
it will sookk to stabilize its owrency or viat legislative messwes it will
tale, or what resources it proposes to alloocate for the guarantee of the dif-
ferent portions of the loans, "

dmilarly vegue awl fllugowy are the inficatloms given hy tie GCemman
GCovernm € on the qwation of the security that it says 1t is pmmred to
offor to Frame, It says mwthing of Belgium, snd that fomgetfulness appears
at loast sinculay when one revorbers the mame v ia which Cormuy, 2 guarantor
in 1914 of Solgian noutrality, tien coninsted horgolf towards the nation whose
inlopenience afe had promised to proteot, The felgian ad French Covermmnts have
alvgys beeon favourable “to pesific internationsl prosoduye,” and to an "enterte
of guarantees for peage whleh wosts on reciprocity.” Hul tie Traty of Tore
sallles is an extonte of guavantee for posce which rests om reeipmweity, and
yot the “emman GCovermment maims to-lay little of the primeipal clavses which
it containg, In this order of idens, a8 in tivse of mpmmtions, France ami
Selgiun axe wsblo to ok ent trouselves with the wow ferma daclarati mg «-
thay vequire corta lmy,

In exchange for pwposals in part umaccepteble asl in part luadequate, the
Gemen (Gowrmment puts forwarl protensicas that "the starting point of negotiations
ought to bo that the status quo ante be re-egtablished with tie least possible
delay," and by the gpplication of tiat gemeral coniition it demands, no tebly,
that the regions newly ocoupied in complete confomity with the Tweaty of
Versallles should be evacuated, that tho mosgures teken in the “hine land by the
Inter-allied High Commwission to sssure (i execution of the Tweaty should be
withdpsomg that tie Cermns armstied or expelled for Infmotion of orvders
regularly isswd siould be liberated or roinstated in tiedr homes and tieir
famtims, Thns, during four awl a half years, that 1a % say, the very peried
in which the French anl Belgian Jovorme ate have tre gmatest need of woeiving
reparmtions in kinl avd pyments in momy to provide for the restoration of
thodevestated regions, thay must both wait patiently withow jledges or guarantees
uwntil it pleases ti» Gomean Jovorment to tal® messures which will be gonvenlent
for it in orier to offor a sun inleterminato do infinitesimmls avl thay ought
oven to withdrsw from the Tuhy, wher they have gone in oxier to have undey
their hanis ti® gwmrmntess anl the pledges to which thoy ave embitled, amd
which vere mfased to tinm,

The Delgien Cowrmmeat md tie french Covwrmmet have decided that thy
will only ovaouate tie mwiy ocoupied torrvitories ascording to tie moasures
and in proportion to ti® peymeuts offocted,

They heve mothing to alter in this mesolution, "They cammot in addition
avoid remmicing that the Gomman Note, fyom ore o to the other, is only tie
expross ion, scavoely veiled, of a systematic revolt against the Trealy of
Versaillos. If it could be tamn inte cme Heration, it wauld exmd inovitably
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in the totsl avd definitive destruotion of that Treaty, in te mwecossity of
gotiating snother, and in Cormmny's revenge, moral, economic, political,
anl militaxy, On the mormw of tie day on waich the Confereme of ubasesdo
unsnimously deolaved, ance again, tiat Cemsany haed mot fulfilled her ob il e
tions in wgmd to disammwent, France anl Selgium are asked to relinguish
tho pesceful eteps which Commany has compelled them to tsitey Cermany should
be rolieved of the expenses by waioh she is, sip says, overwhalued, and
which gho descrides a8 uprodud tive - which o poars to swpest that si» has
in nind the armies of occcupation, anl that she wishes %o deprive Belgium mmd
Framwe ofone of ti® 2 1id guerantees which agsure their seourity md mapect
for the Tmaty; the Ianter-illied Hish Coamnission should be dlsavowed and
suppressed, or mwduced to impotence; Cemmyy should be freed Tram what sie ca
the political anl economic fetters of tie Tyeaty; the Allies should secom to
hey imeediately the benefits of ti® moste-{favoured-mation clause, which would
onable lor to profit by tie rulus which ghe sooumilated in Selgium sad France,
anl s0 ropiily to obtain ianlwsirial swerilority over ti® couwntries which she
hes devastated, The uestlon of reparations should be no more swnitied, as
the Troaty pwvides, to a Commissiom whoge docision m Germmyy hag wiiertsion
to cbserve, but to intornationsl eonmisslions; BSelgium anl Frame should
ghandon timir pledges; timy should rmein oxposed to tie vl olence of the
agents of the Gewmmn Govermmanti aunly, in retum for all tiese sacrifices, tiey
shovld roceive ome more a fow woyis on payele

The Comman Covermmmat, if 1t will again roflect, will not be sstonlshed,
that frame adl Belgiws refuse suwh a hargain

iecelve, lionsleur le Cherge 4'iffalives, the annrmeo of my high
consldorations

{5igned ), RAYEOND PULIL ARE,
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Italdan Note of May 13, 1923
‘. Dnce 2

All comcrete iundications for the guarantoss and the sesurity,
and any sssurance which they might effectively furnish, are likewise lagking.

The German proposal thus does not represent a methodie and com~
plete plan, as would have been indiepensable to warrent its being disc.ssed
in prineiple. It is reduced to & succession of vague and imprecise indications,
which have as much less valuo as the questions to which they refer with a view
of a general settlement are more important.

Such an insufriclemcy is a cause of regret for the oyal Govern-
meng, because it delays, to the detriment of all, any progression towards a so-
lation of the problem and that it may reinforece an opinion which gains certain
¢credence; namely, that Germany under the influsnce of determined domestic pol-
lcies, is trying to evade the fulfiliment of ite obligatiouns.

In these circumstances the Italian Government, noting that the
Geran proposals have not caunsed any substantial modification of the situation
and have only dissipated its hopes, sugiests afrosh that, as much iw the in-
terest of Cormany as in the iuterest of gemeral European peace and ecomomy, =z
new and early decision of the German Govermment brias forth proposals which,
by thelr temms and thelr precision, appear of a nature to be exaained usefully
by the Soyal Goverament in acoord with its Allles.

HUSSOLIAL
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54,\ AMEX I OF T BLLGIAN PROPOCITION OF APRIL 24,1825,
ENRCRATION OF A C'RTAIN SUNBR OF R.CEIPIS "RICH
COULD BE IRCLUDED IN AN ANNUITY.

Ot o

The parpose of this work is Lo seok a cortaln mmber
of resomress which might be utlilised in comstituting an amulty.

7g will ozamine seperately and as conclsely s pocule
ble the yield which mist be expected of aa eventual poriod of
ametary and budgetary adjustment:

(1) Irom the ferming out of t'e exploitation of Gorman Rallways
() From the faraing out of eonsunption monopolies.
(3) From coal delliveries.

RW&&: on eonsrable produsts is oavissged in this
prosent study ia the farm of monopoliss it is because this fomm
int-2prots h.t.h- most direct way the Ldea of external control over
the collection of the texe lowever, s State monopole might 2lso
be envissged and oven if botn of tiwse systems relsed inswnounteble
objections, one might perbaps envisege otherg shion would leave in=
tact the ildea of en efficsclous sontrole

CBAPTER X

It appesrs fram cortain recent conversations that a growp
of Geren industrialiste would be digposcd o sgainm toko over om
its own acgount the exploftatiom of the pallrays of ihe Releh at
an asnuel rental of one billlon golé merke.

These sowrperlers dc not soem L0 bave nnd et any noment
the lesst officlal cherccter nor to0 have takem the form of precise
mroposals nor do they mt-lim. a serious base for an estimatle as

deral Reserve Bank of St. Louis :4




(2)

to vhet the lessing of the reilways night mwroduse,

Fapthormore the results of the sxplofiation of the railweys by
the Gormmn Ctate since 1t agnin took them over on April ist 1920 do
not constitute & yecsomable busis for e ewmluntion of the flgwes
at which these rallways =lgbt be rented.

The wory psrtic.dar economic and Wlltloai ooad!.ti.oc which
nave govermed the Gerren iandustrialists’ activity since the wed are
knowne It iz to all of these conditioms thet iz dw thedi icit ariss
ing o:t of the explodtetlom of the Yormum re lUveys since they have beem
gentralised in the hands of tne Selohe It is neither opportune noe
necosgery to demomstreate this againm here, it will be sufficlient for owr
purpose to 1llustrete this idea by two classes of fact: The rates
and the gtaffe

As to tre rates, it is only necessery to congult the following
jable which showg for csgh of the fnerenses of freight retes dwring
1982 the relotion of the existing rate to the proe-ser rate sand the re
vant comperative wvaiwes of the paper merk (o the gold marks

Freight Pates duriag 1988

reriod of Cosparison betwoen Tariff Depreciation
Applicstion Jn foree snd Proe-ter Teriff.  of the Harke
Felbruery 2B
Warch 94 58&
e : v
- % 22
Se 154
mlg " ‘f 3 &
sovemnber a7 787
December 1080

Jne geos ot o glamve tint Lhese rete inoreases have never
proportiom] to the demrecistion of the merk: for cortain punsestl
periods ( for example the month of September ) the freight reate in
foree rexr csentod less tham one {ifth of whot dhould have boen the
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1928

@ the passenger Misg ctmperiaon 38 even foar striking

Poggenger Rates durlng 1928,

reriod of Compar ison Botween Tariff Depreciation
pplicatiom in foree and Fre<Yar “ariff, _of the

February to -eplember 17 17429
setober 25 =
ovenmber 51 128
Deconber 100 v

one soes tihei from Februnry to Septexbey ( when the
mark foll from 50 to 350 paper merks to one gold mark ) the rate
remeing £ixed without cnange im paper meris ot 17 timeg Lho pro-

3 ratege For the month of “ovenbey, for Lnetance, Lhe mapenger

rates ropresent only o thirtieth to what It should be forthe
g hi"'u”!kli-’i’lt aof the pree-walr Taise

shis shows cloarly the enarmoas 1088 in roceints e

gulting from not adapling the ralilwmy retes to the dereciation

of tho marks

28

[
r
o
M
Yok
fein
"‘J’

nses it is well Eknown
that undoubledly fo rossons of Interaal politics L'ese have Doon
infisted since the resumption of operatiom by the “eich beyond all
rengonsble limitge, One indloation suongst seny othorg iz the munbe
of agents employed.

‘e present syvetam of 50,000 kilometres, shich employ
ed 650,000 people belfcre the way divided betesem oighit diliTor nt
adxinisirations, eaploys }-ife?.y hon Lthe gysten iz centrelioced unde
ong sduinistretion nesrly one mililon agemts re resenting an imere
of more than 505 over the mavber of agemty pro=wslr.

g an axansle it should be remesdered Lt Lhe Kf."}j
Govermment, which elro exploits the Selzian rellways, omployed in

1938, 75,400 agonte and in 1881, 835,500, o

ee ]

fnerease of 15§ over th

proe-wer number of 8zoutSe
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This one comparison brings out €0 what Impariant an
extont the exploitation expenses might be reduged if they were
prought in 1ine with the normal expenses of « n ordimsry industrial
enterprise and maneged without regard to political preocccupation,

Burdened with an enarmous logs of roceiptg due to ridicue
lougly insufficient rates and no less conslderable inflatiom of
expenses, the result of a study of the exploitation of the Gorman
rellvays can therefore give no 4dea of their wmlue as a refitable
asaet.

It is better to refor to the results of thelr operation
bef are the war, a noarmal porlod during which each eonfederate
state exploited its rospective sysiem.

From the informetiom fwnished by the Yerman Delegation
at “prussels ( DPeg. 15920 ) the systems of the Gorman States ( approm
imetely 55,000 kilometres) closed the ir 1014 perlod with the follow
ing mrofits:

Prussis and Hesse 462 mililons of marks

Havaria &8 f #

Caxony 25 . "

"urtenberg 17 > .

Deden 26 " "

Hecklenburg _ 4 . "
Gldenburg 7 t "

TOTAL 609 milifons of marks
It =ust be noted that because of torritorial cessions

uncer the Treaty the total length of these systems has been approxme
tmately reduced from 55,000 to 50,000 kilometres, or about 105 »
On the other hand it is certaim that the value of this system and

consequently its rental value has been notably increased since 191

due 4o Improvements of every

-

kind whileh have been made, we lally
during the war, to faclilitate militery operations.

¥e will admit here =2 a first stimete thnt the 108 re-
duct ion in the mileage of the system arising out of territorial

logses is compensated by the increased value due to lmprovemenig.

will conclude that the Yerman reilvay system as it exists to-
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;i Ry gcount of ¢ aotunl of pold { avere

age 10B2: 1449 ) it is seen t n Lhig : total amunl profit

ol aproxlmately one blllion gold me d be expected frum a
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CHAPT R IX.
OF GONSUMPTION MONOPOLIES

It has many timos been demonstirsted that the revemse from
taxes on congunption in Gormany ie declidedly inferior to what 1t
might be and to what 1t 48, all things being equal, in other coune
trics.

L

Yo do not mropose here 1o retreage the demonstiration of
this fzot especinlly since it must bo apparemt fram the following
¢onsiderstions besod on {igures,

As iz known the ¢ stremely mengre retwa fram German ine
direct taxation ariges principally {ram the oomtimued depreclation
of the mark,; with the existence of laws whose tenets apply, not to
the value of the predust, dut to the quantitys laws of this natuwre

fixzed in torms of paper marks and invariable,no matteyr whot may be
the inercese of mrices resuliing from reprk depreciastion, soon ccage

to represent more than an ' infinitesime] parcontage of Lhe value 'to
which they apply. Of such eages »o will give a fow exampless

in every system of indircot taxatiom it iz fmportant, above

everything if it is deaired to arrive ot solld guuglusions, Lo pro=
toct oneself egeing: the variation of the wvelue of the mark. "hee

ther the product of the tax 'on consunption is cbialned by Lmpos ing
a speclifie tax or an ad walorem tax, the gold bepe is the only one
wvhigh permits of recsomeble cstimatese “hat 1s why we will ondeaw

to expresg in terms of gold all the fectors of the problem and ve wi
suppoge that from now om the differont taxes envisaged will be cole
lected on the basis of golds By this is meant th .t the congumpti
in papor marks to be collocted for difforent taxes must represent e
fiaveriasble gold velue no matter whot the depreciation of the mariks
This can be easily enough and conpletely enough put into praciice
applying to the tax itself an "Aufgeld” proporly fized, a system
which s anmalogous to thet setually in use in Gormany for “ustoms

dutics, but & mere exacl O,
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eianging in no way production and manufacturing setually going on im

Germanye They would cause no trouble to the industrial arganisstion

In the £olkw 1;3‘: zma_r':’-m vo will #xamine @ o068 iV@l’

all of the comaunoditieog subject to Lhese gonsumption taxes., Fopr each
0f these we will endeavouwr Lo deturainge what wes the pre war tazation,
o the I iret record; whot is the taxation set wp by the leglslation
known sg " »fl‘aiml coanpronise” ( Aprid 8,1082 )3 the 1agm1at1mA
which is sotuslly inforee, nnd fimally, what i3 the earresponding
taxation @xwm{"zg in oty graeat comtriegse 7his rogesroen will permis
ug to @eterming what normal indirect texation might be in Cormany
and what retwrnas on 2 gold busis, if this 1s agpswred, 2a stated above,
alght be ressomally oxpected.

Thoese retwrns will indleats in a menmor sulf i clontly pree
¢lse for » firstectimate the yleld which gould be expscted [rom oome
mercial monopolies establisked for the diffurent comnodities envisaged
and consequently the rontal which could be legitimately expected frem
the lessing of these mopoua:;judiumly erea:gitugommm.

A study of the forms of swoh monopolies/aight be set up
s not the direct object of this work.

‘he croation of cueh orgmalsatlions can be seen in many dife

ferent vays and it is always wise to proceed with the grestost prus

donoe in order to digarrenge to the lesst possible extent the mrogent
econonlec sirueture of UGermeny,

Thet is why we think It is not opportuns to consider the
¢reation of mroductlion or ramulacturing monopolies wilch would proe
foundly upset the organisatiom of German preduction. Not only do
the ¢hances of sucecss of sush efforts appoar meagre, but even if they
should succeed 1t ecould not be posgible until afier nusberless fumbl
experimonts, comaiderable difficulties and after a long time, It 48
Lumporiant thet the momopolies decided upom should be =ble to Danctiom
a8 quickly as possible and produce in the near fulwre the expected
roturn. These brief eonalderations lead us to conclude thet the
snlos monopolies are ihe only omes to be considered ot the present;




S | (@)
d&h WoElrYe Saly Stmmorelal HebAME wGlE b gl RIY eraad and
mmwammwwanmwmutmmmzzaareu.
fiealtlos wmlmm losa of tLimo,e

Thw slochel ‘oaovole ersted fa Yoroany by lew of lereh
27, 1818, veeosiablished b Uy tint of Appld 8,100, 1s morogver au tue
mawreuuwn szsz»mmmmsmm
us:-uuw. | .

“In the follawing thorelare we plaod cursolves m:' in
Amwmdmwemwuuua*-mmmmtnmdw
produsts sibject o ecasumption tamsey e wAll endeavow to find Yo
rente) whlon oe: hoaml!wumctm&lnmlmul
mummmwmmnmmmbm
sured on & $oid besige |

This reniel sight beodies bo fi30d on Lho Dnsis of the
m'cmmdmwmm.wnmmwm
mM&m.witwatmm

In the sphere of our procesupatiom ( whleh Lncludes the
Mtcht%tmam&m&h@%g&ﬁaﬂﬁ)ah
prefereble to eoneidep tiw ayment by tio comccosionmaire of the monge
_ mwn:mmmvamhmmmumhmm
Mumnuwmwumm

Ve will e@alt thorfore thot once Lhw purchase trices for
21os s0d fastarlon, the gomoral sajenses and wganisstion costs of
the monopole, and the recsooable prafite of tho latter hove boem 00
tablished, tae resulting selling price should be fncrcosed by & tax
oquivalent to the emmgumtion tes shich oo carr sponding meterisd com
sumarte ﬁ-swuzmmsnmyumawmwumemh
muummmﬁv&aammmm”mcmw_'
- Sesgionmaire of tho monopole 6nd it e thet whieh e propose toflm
far coch of tve mterials envisaged,

2o TUCCO,

%mwmwwtﬁmmmdhmhm
od sa{zstmdmuhmt tabes b § which Lo them sems
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factuwred in the country citier in the foam of shewing tobnoeo o

sauff, as cut tobaeeo, Or sa cigars and ¢lgarctites.

Gormany sotually imports 76 milliom kilos. and grows on her
orn soil 30 million kileos. Exportation represents abuit § million
kilos. 80 that the annual consumption in Gorsany is a little more
then 200 million kilos.

The ¢onsumption tax is calewlated on the rotail selling prie
cose This heg prodused 144 milliom gold mev i duwring the exereise
1920-2]1 and 160 milliion kilos,

http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis




Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis

= | 1A o b AN 5 o

(v & ’ £ COlll LCC vy
- ] 3 ’ 710 )
! - ’ : ~ I Ke e ¥,
¥ 3 ¢

L1 0L C,

2 . 4 ol oA
< U J v P J L \f«.»l‘;A. 4

I ¢ ould oderat On.l

ce 1 i (40, 3 0.




i s
@ e
of 1918 (9 2old marks per heotar litre).

o The snnusl beer consumption in vermeany verylng
‘ betveen 30 and 40 miliion heoter litres, it is certaln that 5
the sum of 200 miliiom 201lé marks con titutes ¢ pinimum eg-
timate of the yield of thie tsxe It is, therefore, this
sum which oun be onviesged as the misimunm annual rental te
be soked for the beer monopolye. |

The tax on non-sparkling wines wmae restored in
Germany by the law of July £8, 1918, which fized this tax
at E0 per gent of the selling prices

The fiseal coumpromise mafntained this tex as
it vae snd 1% g otill in foroe unohanged.

Its yield, shioh reached €6.3 millions gold
morke in 19201981, hae fallen now €0 ll.4 millions gold
marke due to the depreciution of the mark.

The comsumption of wineg in vemany surpLsges
200,000 heotar litres yearly; the velue of this consumpe
tion was £ billion paper merks in 1910 apd 3 billion peper
mavks in 1920, or spproximetely 350 millions of gold marks
& yoars An sdvelorum tex of L0 per cente represented,
therefore, on this basle an anu yield of 64 million
g0ld marke.

70 keep within the limite of & very moderate
ovelustion, we will sduit that & monopoly of none-sparkling
wines could furniah without aiffioulty a rentsl of 6O mile
lion 45014 mar:e Judging from the yield of the tax during
1950 and 1921,

Taxat ion of ing wines in sermany ma
baock to the law of Eay 9, 1902, vhich, modified by ¢
of July 16, 1909, remained in force until July 26, 1918.

: Under thet rezime the tex on gparkling wines
yroduced 10 millions of marks in 1915

“he law of April 21, 1920, wodifying the rates
of that of July £6, 1918, set the tax of & marke per bottle
for frult wines exoepting reisin winee, and st 12 merke per

- bottle for 21l other sporkling winoas “his tax reprasent-
¢d approximutely one 2014 mark per bottle.

ke fiscul compromise of ggﬂl 1948 replaged
this provision by &n sdvalorum tax of por conte On the
gelling srices The yileld of thie tasx is so far only sbout
one lion zold marke per your, ¢ven though the annusl cole
igiized for Fraser BRRIbion mmounts to 15 milliion bottlee in 1919 and 10 million
http://fraser.stlouisfed.omtuo. in Im.

Federal Reserve Bank of St. Louis




@ o0

Digitized for FRASER
http://fraser.stlouisfed

e

& 1““ ;

)2,

A tax eetublished on tho bagls of one gold mexk
por bottle sheuld give en snpusl yicld of 6 million godd
sarks (half tho proewer yield), and it 18 this figure whioh
gan be sevigned as the rental for ¢ sparklisg wine mOonopoly.
“hie fipgure is s8ill inferior to the 7ield of the tax on
pporkling wines of reoent yours (exerciss 19511922 7.8 nile
lions goid morks).

The lew of July 26, 1918, is the origin of the
tuzstion of minoral watere in vermany. 1% was nodified by
the law of April 6, 1920, which provided the tax of b marke
and 10 marks per hootar litre for mipersl wetermsand soft
drinke regpectivelye 49 & remult of the depregiation of
the murk the yleld of thies tax la Mualﬁ only 1/4 million
7015 woarke & year ofter h ving been 3 milliion golld marks

oxorciae 1980-1981)s 4% the sverage rute for the first
quarter of 1988 (B4 v mayke 3 1 30ld mark] the basle
for the rete agtuslly in foroe, the tax represented 1/10
gold mark and £/10 014 msrk per heotar litre for mineral
waters and soft drirke reepeetively.

A law gulonluted on thie basic would give
applied to the annusl consumption of 600,000 heotar litren
of minersl waters apd of 2,000,000 beotsr litres of goft
drir;xu. & yield which wotld not resch 1/& million gold
iy o of -1

donpidering on the one hand the nauture of
theo ocommodity, which soarcely pormits of the reate of toxte
tion belng Ilnoreased without rumning the risk of appro-
ciebly restraining oonmgum. apd on the other hand the
relatively meagre ylolld whiok osn be expeqted, it gsoeme
that there ig no need to envissge here, st least in the
firet oatioete, the setting up of & monopoly for the sale
of mineral waters and soft Arinks.

There exigte at the prosent time in Jermany
2 state monopoly for aleohol. ‘his monopoly, in existence
gince the month of Gotob.r 1919 and reorganised on Ogtober
1, 1982, originates in s draft lew presented o the Selche-
tag on April 17, 1918,

By thie druft the taxee (whioh were &t that
tice Trom 64 €0 1L8 maorks »or heotor litre) were to have
beon slterved in order to seaure t¢ the leich & yield of
800 murke por heotar litre, w ich corresponds t0 approxie
mately 660 gold marks per hegtar litre.

.org/
Federal Reserve Bank of St. Louis




®* A8 & result of the depreciation of the mark,
: the present taxution (applied to an annusl coneumption of

£ million heotar litres) represente only sbout 130 gold

mavks per heotar ntre;‘ 5id g cg cnly te

A Thie rate of taxation of 100 gold marks per
heotar litre ig moreover very 1low in ocomporison with the
rates spplied in other sountricss These latter mre:

nglond -« & 143, 166 O = 700 Gold iarks per hegtar litres.
Selgium £2,400 frunce = 800 w “ " o "

Irance 1,000 irenas o 246 g " . i "

Thus it is seon that 1t would be oven oxtreme
ly moderate $¢ 7ix this tax for Germvany &t 500 gold marke
per hegtar 1litre, cepecially eince the tax provided for by
the druft law of 1918 suounted to 660 gold marka. LOF -
over, while permitting negessary refuotions, even for helf
of the conmpumption, whick is csonsiderable, it is only rea-
sonable to confine these roductions withinm such linmits thet
"detaxation” will not exeeed an sveruge of 70 por cente

Sherefore, half of the consuuption, vize,
1,000,000 heotar litres, should be taxed at 600 gold marks
per heotar litre, the other half being taxed st the aver-
age rate of 186 pold marks por heotar litre.

nder theee conditions the tax oolleoted on
8 gold baalis should have an snnual yield of at leapt 600
million g0ld marke -- o figure wshich may be admitted as
the rent to bLe expegted from & commercial zloohol monopoly.

8 - _ ACGEDIC ACID

“bere is alrondy o mompol{ in vermany for
thie subetance ag to vhich we buve bhut little informstion.

~“he yield at any rate ig very; meugre, snd it
docs not meem interveting to study the oreat ion of & com=
mergial monopoly for thie substange,

9= 8UGAR

The consumption tax for sugur in Jdermsny bee
| fors the war (14 merks per hundred kilos) reprepented sbont
L8 per cents of the gelling price of this cosmodity (6O to

60 marke per hundred kilos)e It yislded at that time
174 million marke yearly.
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It thorefors sesms racsonable $0 apply 60 this pPedwt o tax repeFe-
Gownny bDolng 1,700 ~dilions of bewes,
- of 15 millions of gold
fvom &

semting the sialem pre-mr tax, le 9s 0,01 pold meslk por box.

The arwal eons gl in

the oguivaient of 1 golé nasls
in other so-utries (Dolgim )
lomeatary sws of & nililous of gold mnsks will
o superier %

that Laposed

In taxing ciger 1?‘:“0 (brigoets)

& moderata tax sompared
poy oloar iighter), & sgp

Digitized for FRASER LA ae.

http:/fraser.stlouisfed.org/



/6

a

i v i b
1 i A
TR H ; mm e : :uw
il gk e
il al iy I
m. —-‘ m | £ m 5 b
HIRE R iy i
un_m aq b :m _mn »n
i i mﬂ i t .m
: 3 «“_ —— it .m_ .mm .mm_“
x i i ._ .w. b H

Digitized for FRASEI*

http://fraser.stlouisfe

Federal R



ity 3 lf P S .5

_m“~ 13 W e m

i mm IR am m

unu ¥ 1 * - L umm wu

3 5 "§3ddg IR (1441 83,4

< il _W o) SRR Bt

LS s

Higl _ AT s

i w W

i) 5l 0 it

.. wm. m _._. it G
‘ THEH B fivsiitdiseditin tld

Digitized for FRASER
http://fraser.stlouisfed.org/



.
-

bis i » < P " : K
L1 : . c e I
» 2 " | | J
; pl . . - ;
! X% 8 - ’ A3 ' ol
: < ’ ' :
) 5 ‘ : i . - 5
Lo ) 20 N0 U : : - %
. % . :
) &y . 'S X & ' :
| - A e . EONTY |
‘ - &2 i . >
s ¥ . % S50 R il . e o
> » ; Y . g
y 79 s g
£ ® 2
3 %3 : \ g »
' . ) L RS
i e n# LA
¥ . LA B * » 4 '
*ITr eanw ool ik
a5 . . % K @« hd e -
£5) 2 B LE LT ”







b 1

.«mmm um

{y pt [

; ,mu 1

m w“m mmw

il

5 ,_ 5 mm

R TR
BER dh
s e

:/[fraser.stlouisfed.org/

Digitized for FRASER



thye Bl i it 2 ;& 1t

il 4 e o wmw il i
ol It b ot B
{0 ik e Rl
i MM i it |
g w Mum ;) m au _u.» m Mmm 2 mw m
i __w: ilfi I mmm j | I L
m mmw _mW~u . m mm w m umm mm ..w Mm ~mw

e o A

Digitized for FRASER




_ et ghilliiln s
e il mmummg .
“ et flatiy 1
¥ fhis I jilbitiss pyt o
- T LT mmhm K
'] m,,,_ attsflf o1
i ¢ u T AR R
' 31 m m 23 wwmwmm mw 8
8 3 m uum wmmuw bt i 31 3
Nt aww“um ity 16 ]
i 3l i i ._ww TR
m a 8 mmmmm umwm uwum mumwumu
. % a_ 81 u.
i1 il Em i nmwm_& T
-

Digitized for FRASER



o iy o} 1 Ik B 1 L
i e | w_ww“m:: 18
T L HHET BT
38 i LS T .um § i
it 1 Ml B o
i i Lk i Byl
i Wu_.mm mm mrmmx f m., mm
.m_”»mmm...x T .m.z mw : W;

“WL_ T.xx i ; , .: m

, 3
m it uu. m m : m.wm , Mm

Digitized for FRASM

http://fraser.stlouisfed.org/



¢ n&am t ! '
i 3 , - 1aN i
" ‘
i .
i
Digitized for FRASER -
http://fraser.stlouisfed.org/




-

Swring this guarter the total receipts of the .eleh have been
of 57 billien puper marks,

Zhe expenditures have beem
' General Administreilon . 8054 millinrd paper narks
é " “

dtate monopolies »
Penge Trealy ' 45,8 " " o

ar & total of 80, wmillianrd puper msaks

It con therefore be seem that for this quarter the Gemeral
Administration Dudget of the lielch, excluwding Utute lonopely aud Fesce
Trenty exponditures, has presented an exgess of LV milliard puper merks,

It oom therefare be seld that if the sark had peinteivned ite
valuwe during the recminder of the flsesl year, the exgess of the Cemeral
sdoinistration Budget =t the ond of such Fiseal year would have been of
sbout 178 millised paper marks, sua gorvesponding to 1,6 millisrd gold
=arke,

if you incluie ewipenditures on sccount of Uiate Zonopolies,
the exgess would ssount ¢ 23 milliard paper nuiks for he quurter,
or 92 uillisrd paper marks or 1,8 milliard gold smrke for the vhele
fisenl yesr,

that have been during Shis qua/ter April-June 193t the
regelpts subjeet to duties und taxes which it is now propesed to
demy %o the Budget of the jeich? These receipts appesr explicitly
in the aggounts published monthly by the Geman sdministration,
exgept those subjest %o the tax om profits of eaterprises, which
sre ingluded in the yield of the income tax, HExgepting these lstter,
the receipts wnder considerstiion for the quarter aprilefiuve 1905, are
28 falloweg

Customs Duties g 2,84 million P,li,, or 6,15 of the total reeeipis
of the gquarter,

Pax on the con~ ‘

sumption of nlesghos 1,38 » "  or 1,85 of the tetsl recelipts
of the Q‘I‘“?o

fax on the gunswn~ :
ption of beer ' ms " » Op35 of the tosal recelpts

or
of the guarter,

Pax on the QwnSwny~-
tiem of Sobsooe 3 2,441 w " or 4330 of e Wtal recelipts
of the guariter,

Tax on the consunp-
tion of sugar ] 116 - " or 0,2 of the total receipts
of the quarter, 5

fotal of the & oategories

igitized for FRASER O regeipts t 6,700 aillfem P.u., or 11,70 of the total regelipts

tpi//fraser.stlouisfed.org/ of the guarter,
deral Reserve Bank of St. Loui
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OF COUNT BETHILLEIN
PRIME MINISTER OF HUNGARY

BEFORE

THE

First of all T wish to express my thanks for
the courtesy and promptness with which the
Commission have granted my request
hearing. The generous attitude, the humanity
and moderation shown to Austria have convin-
ced everyone that the Reparation Commission
have been guided only by the principles laid
down in the Treaty of Saint-Germain i. e. jus-
tice, equity and good faith.

[ am not here to ask for the same measure
of generosity which has been extended to
Austria, but in support of an application

which, as the Commission have doubtless seen
from the Note of the Hungarian Minister al
Paris, is practically limited to the temporary
suspension of the Treaty charge upon such
revenues and assets of Hungary which are in-
dispensable to secure a loan. The necessity for
obtaining even a small immediate advanece i3
so pressing and the consequences of failing to
obtain it are so grave that my colleagues in the
Hungarian Government thought it imperative
that the Finance Minister and I should ask you
for the opportunity to put the facts before you
in person.

Before dealing with the necessity for the
loans I should like to be permitted to outline
very briefly the events which have led up to
the present financial and economic position of
Hungary.

Until the Armistice, Hungary was an organic
unit from the economic point of view, with an
area greater than either Italy, Norway, or Great
Britain and Ireland. By the Peace Treaty, Hun-
zary was reduced to the size of Portugal, there-
by losing 72 per cent in area and G4 per cent in
|m])|l|.‘(ffnn‘

The reduction of an economic unit with a
population of 21 million to a unit of 7 or 8 mil-

lion, even if carried out under the most fa-
vourable circumstances and with the utmosi
goodwill amongst all those affected by the

splitting-up process, must naturally involve
great economic dislocation which can only be
rectified by the progress of time. The reduction
of Hungary took place under most unfavou-
rable circumstances. The agricultural and in-

REPARATION

COMMISSION

dustrial production of the country had suffe-
red severely from the effects of a long and lo-
sing war; social unrest prevailed on all sides.
A revolution had scarcely time to live and die

before it was succeeded by Bolshevism an
experience in horror and crime which other
European countries were mercifully spared.

Then for six months what was left of Hungary
was occupied by foreign troops.These had ba-
rely returned to their own country before Hun-
gary was subjected to an economic and commu-
nications blockade by International Labour. Ite
was not until 1920, nearly two years after the
end of the war, that the economic life of min-
iature Hungary had opportunity to begin its
siruggle for existence. Meantime, the country
had lost her richest agricultural and timber re-
gions, the greater part®of the territory which
supplied her with salt, iron, coal, metals, and
other raw materials for industry, as well as
some of her largest textile factories and all her
plant for paper manufacturing, besides suffe-
ring almost every conceivable visitation calcu-
lated to accentuate the normal dislocation of
economic reduction and dismemberment.

I have ventured to recall the conditions under
which present Hungary began her economic
life, not with any desire fo air grievances or
bewail calamities, but in the hope of visuali-
sing fundamental economic difficulties with
which we have had to contend during the last
two or three years, and with which, to a con-
siderable degree, we still have to contend. If
yvou will be good enough to bear them in mind
when you look at the present financial posi-
tion of Hungary, which has been submitfed to
you with the Note already presented. I trusl
you will agree that considering circumstances
we did good enough work in our uphill strug-
gle. When the first opportunity arrived for
Hungarians to reorganise themselves economi-
cally, that is in 1920, the Korona had already
fallen to 2 1/4 Swiss centimes as compared
with a pre-war value of 105 Swiss centimes.
Since then the Korona has occasionally, in se-
veral months of 1920 and in the month of May
1921, been higher than the 1920 quotation, but



in the epidemic of depreciation in surrounding
currencies it has been imposible to prevent the
Korona falling. In the Note which has been
presented, the Hungarian Government have
mengioned their efforts to avert a collapse in
the Korona. I should like to emphasise thal
point. Everything has been sacrificed to main-
taining the purchasing power of our money.
No one dare say or even suggest that we have
endeavoured to dodge the penalties inflicted
upon us by permitting our exchange to depre-
ciate. Possibly we have gone too far in the
other direction.

Pre-war Hungary being an agrarian country
was in need of foreign capital. In order to se-
cure the amounts needed for the service of her
forei2n debf she had to utilize the balance of
her export trade and the financial balance of
her migratory movement. By the loss of our
Uplands, however, in 1922 the balance of the
remittance from Hungarian emigrants in Ame-
rica dropped to 24 million gold crowns, making
less than one-sixth of what pre-war Hungary
received under this head. Our adverse trade-
balance of 1922 represents, with an amount of
214 million gold crowns, more than 4/5 of our
balance of payments. An improvement of our
trade-balance can only be expected with the
increase of our home production. Production
and first of all agricultural production is the
‘oniy means by which suitable commodities can
be procured to be given in return for those
indispensable necessities which we must im-
port. It is true that as an agrarian country we
can maintain ourselves with our own products,
but besides provisions we also need other com-
modities, and a great many of these — provided
formerly by home-production — must now be
imported, while with respect to certain other
goods our dependence upon foreign markets
has greatly increased since the war. These ne-
cessaries of life, e. g. wood, coal, iron, salf, pa-
per, textiles we cannot 'li~il|‘ll~t‘ with l‘\('n‘|vI at
the risk of exposing our production and the
maintenance of our population to serious dan-
ger, in the same way as an industrial country
would be unable to renounce the import of
provisions. During the war the reduction of
the world’'s indusftrial production was cons
tantly increasing prices and people were
postponing particularly the purchase of wea-
ring-apparel. At present it is no longer pos-
sible for our population to postpone the pur-
chase of wearing-apparel, lest our labourers
might, for lack of clothing, be unable to go to
work in winter time. One ‘third of our imports
in value ‘are textiles while the greater part of
the rest are either indispensable necessaries
of life and goods absolutely neccessary for the
keeping up of our production, or such commo-
dities the renouncing of which would be equi-
valent to the destruction of our civilisation. A
further decrease of our imports can, therefore,
hardly be expected. In our balance of trade for
1921 imports were 306 million crowns in

9
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excess of exports. Our balance of trade for
1922 shows, as against 1921, an improvement
or 92 million crowns. Vigorous steps have
been taken, as is shown by the progressive re-
duction of the deficit, to remedy the position.
The importation of articles not fundamen-
tally necessary has been prohibited or restric-
ted, and foreign currency for payment of all
imports or for any purpose can only be legally
obtained through the Devizen Zentrale, which
under Government control. The re-creation
of home manufactures for textiles and textile
fabrics, leather goods and other necessities
formerly available within Hungary buf now
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compelled to be imported — has been encou-
raged and assisted. However, results cannot be

expected quickly, as industrial production
within the present area of Hungary has been
estimated in 1921 at 53 per cent less than for
the same area in pre-war time. The produc-
tion in present Hungary of our four most im-
portant cereals is also 35 per cent less than
the pre-war figures for the same area. Neither
industry nor agriculture have yet had time to
recover from the war and from the shock of
the events which accompanied and followed
the economic reduction of the counfry. The
decreased agricultural output is to some extenf
due to lack of capital for the purchase of ma-
chinery and artificial fertilizers, and to the
lack of natural fertilizers. I perhaps ought to
explain that the present export of cattle from
Hungary is due not so much to any large ex-
portable surplus as to the serious shortage of
fodder which makes it impossible to feed the
caftle. The dearth of foreign currency within
the country also now compels the Government
to encourage the export of anything that can
possibly be spared in order to bring in the
precious « sound money ». There has been,
however, no tendency to neglect the stimula-
tion of production wherever this was possible.
This is shown by the fact that Hungary's
sugar crop is now sufficient to meet her re-
duced consumption and in addition to provide
a surplus for exporf, whereas in 1921 Hungary
had to import 2,854 tons of sugar. In coal, also,
Hungary’s production increased from 5.5 mil-
lion tons in 1921 fo 6.4 million fons in 1922. The
Hungarian people are not merely sitting down
and wringing idle hands over misforlunes.
[ can assure you that the deficit of 214 million
Gold Korona in our Trade Balance for 1922 is
caused neither by lack of energy nor by ex-
travagance in home consumption. I should
parlicularylike to draw the attention of the Com -
mission to the fact that Hungary’s present ex-
ports of produce are partly due to the daily sa-
crifice made by her people, our internal wheat-
consumption per head having fallen to 173 kg
as against 188 kg in pre-war time. But despite
these sacrifices and these efforts there will be
another « passif » balance in the Trade figures
at the end of this year. And unless the finan-
cial situation is alleviated, I fear that the
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Trade Balance for 1923 will be even more
adverse than in 1922.

The note distributed to the Commission has
briefly described the present financial situa-
tion and its causes. The Finance Minister, if
desired by the Commission, will explain these
more fully and also submit in detail the plan
of internal financial reorganisation which the
Hungarian Government are prepared to ask
our Parliament to execute concurrently with
those foreign loans which we hope to obtain.
I can assure the Commission that our finan-
cial position causes me the gravest anxiety.
‘We have been between the Scylla of a falling
currency and the Charybdis of a strangled
production. The restrictions and other artifi-
cial measures we have been compelled to en-
force in order to prevent the Korona racing
after other depreciating currencies have na-
turally had a deplorable repercussion upon
production and commerce. To-day it is im-
possible for us, with our adverse balance in
foreign payments, to provide our industrial
and other importers with the foreign exchange
we know they legitimately need. We simply
have'nt got it to give. We cannot let them ex-
port the Korona, for that would bring our ex-
change tumbling about our heads. The Fi-
nance Minister will I think prove to your sa-
tisfaction that Hungarian taxation, at present,
is in every respect as high as can be imposed,
with hope of efficient collection, in proportion
to the essenfially decreased national revenue.
A depreciation of 900 times in the exchange
value of the Korona has in itself imposed a
tragic tax upon a large section of the popula-
tion.

You will doubtless ask, Why dont you cut
down your State expenditure? We are; but you
know the difficulties as well as I do. With most,
it 1ol all, Governments, To spend is Human ; to
econoninize, Divine. We are striving after divi-
n'ty «s hard as we can. In 1922 over 11,000 State
employees were discharged, including 4,200
employees of State-owned enterprises (particu-
larly railway and post employees) who were
dismissed or pensioned. The Finance Minister
has drawn up a plan whereby the number of
public employees will be further reduced by 20
per cent till next October. He has also prepared
a Bill making sweeping reductions in the allo-
wances in kind to State employees and their
dependents. We dislike the system of supple-
menting salaries by means of allowances in
kind just as much as any of the financial au-
thorities who condemn it; but it is one of those
expedients we have been forced temporarily to
adopt in order to avoid regular raising of sala-
ries on the basis of a Living Index Number,
which we are inclined to fear is even the grea-
ter ovil.

Lest there may be an impression that sala-
ries in Hungary are paid on an extravagant
scale, I perhaps ought to mention that for the
month of April 1923, on the basis of the present

rate of exchange of the korona at 0.11 Swiss
centimes, the annual salary of the Governor is
only 13,200 Swiss franes, and that of a Civil
Servant in a high governmental position of res-
ponsibility less than 1,000 francs. A director of
the State Railway (having wife and one child)
receives M6 Swiss francs a year, as compared
with 12,810 pre-war; a railway workman
514 francs as compared with 2,280 pre-war.

The normal difficulties of finding employ-
ment for discharged employees are increased
by a sentimental factor, which as every states-
man knows, is even harder to face than finan-
cial and economic obstacles. We have over
322,000 refugees in our midst, those who for-
merly lived in what has now become territory
of the Succession States. Many of these were
employees of the Hungarian State, and only
a small percentage of all of the refugees have
vet been able to find employment. I have no
desire before this Commission to enter into a
discussion of the question why these people
have sought sanctuary in what remains of
Hungary. But in order to explain our financial
position I am compelled to mention their pre-
sence, and I am sure the Commission will un-
derstand, without my touching upon anything
oi a political or controversial nature, how very
hard it would be for the Hungarian Government
to treat these poor people merely as so many
superfluous State employees or to leave them,
because at present unemployable, to die of star-
vation. We are, however, engaged on a plan
whereby these refugees may cease to become,
directly or indirectly, a charge on the State,
but as with all our other proposed economies
it is extremely difficult to put anything into
execution so long as the deficit in the Budget
and the whole financial and economic position
depend to such extent upon the exchange value
of the Korona.

In that connection I should like to point ouf
that on account of a relatively large external
debt the expenditure in the Hungarian Budget
for interest and payments on foreign loans,
which increase exactly in the same proportion
as Hungarian exchange falls, is a more impor-
tant financial factor than in the case, for ins-
tance, of Ausftria. Hungary has so far struggled
desperately to pay her debts. We have met obli-
gations in regard to pre-war State and private
debts through the Clearing House and other-
wise, within and even beyond our ability. We
have paid interest to date on the relief advan-
ces which various Powers so generously affor-
ded us in 1920/21. Now that we have to borrow
to keep ourselves alive, we shall have to ask for
generous funding arrangements from all ou
creditors. We intend to pay every penny we

owe, but we must have time in which to do it. Tt
would be ridiculously inconsistent for me to
come here and ask you, gentlemen, o suspend
some of the reparation charges held by your
Governments merely to provide private credi-
tors in your own and several other countries
with full payment of their claims, which, il




{

paid, would leave Hungary in the same despe- | comes the opportunity to prey upon the country

rate economic and financial condition. Inciden-
tally, I might mention that the cost of our de-
}i\i‘l‘i“\ M |\i|]ll lo Hh' I‘u']).ll’.‘l“u!l (tn{]{f!li\\it']]
are estimated in the current Budget at 10.3 and

the expenses of Allied Missions at 1.9 millior,
Gold I\'IH'HHJI,
[ hope that what I have said, taken in con-

junection with the Note we have presented, may
have been of some assistance in explaining our
present dilemma. If we remove our restrictions
on exchange and other transactions, the Ko-
rona will undoubtedly collapse and the finan-
cial position of the Government will become
if we retain our restrictions, the eco-
nomic life Hungary will be slowly, but surely
strangled. We have decided that the only way
gut of this dilemma is to endeavour to obtain
external financial assistance. Therefore we have
come to you to ask for the permission neces-
sary to get it.

The Hungarian Government is ready to meet,
and capable of carrying out, any engagements
ic undertakes in the national interest. A State
which only recently suffered Bolshevism i3
safeguarded against a recurrence of the danger
by the undimmed memory of its bitterness.
The struggle to create economiec life, despite all
obstacles, which has been in progress since
Bolshevism was wiped out, proves the resolute
will of the Hungarian people to live.

Nevertheless the burden that can be imposed
even upon a virile population has its limits.
The capacity for self-sacrifice and self-help
of any nation largely depends upon the na-
tion’s belief in its own future. I believe that
the Hungarian people will make any sacrifice
in the interest of their future, provided I can
give them hope. I believe that they can make
themselves a self-supporting economic unit
among the nations. But if I can only tell them

ltul[n‘fl’\\j

that the speed of the Note Press is fo be in-
creased to the speed with which the Korona
falls, they will lose even the hope that they

have. And I am afraid they would be justified.
The natural end of recourse to the Note Press
is inability to obtain the funds for continued
public administration. When ‘that poinf is

reached, the road is clear for the suspension of
any

law and order. Then to charlatan there

by declaiming specious remedies for the misery
of chaos.

That is a black picture, but I do not think
it is exaggerated. | earnestly trust  that the
Commission will enable me to return to the

Hungarian people and to tell them that there
is hope hope of an existence worthy of a ci-
vilised nation; hope that misery will not be the

sole reward of sacrifice and effort. Iungary
is rapidly sliding down the slope on which
Austria fell. There is a fighting chance — a

good fighting chance, 1 believe, to arrest that
fall, provided Hungary is able in the immediate
future obtain the external financial
tance which is needed to give effect to her own
self-help. Surely the self-interest of the creditor
States and, above all. the economic and ]JI\liHl'?l‘ﬂ
well-being of the whole of Europe justify giv-
ing Hungary the opportunity to obtain the aid
she needs.

Therefore in the name of my Government
and in the name of the Hungarian people, I beg
that the Reparation Commission will grant the
suspensions requested in our Note and permif
us to utbilize our resources. The proposal re-
garding the immediate advances involves very
little, if any dispensation, while the Long Term
Loan merely requires an approval in prineiple
which is not binding until the Commission
have approved in detail the proposals which the
Hungarian Government must submit at a later
date.

If the Commission so desire, the Hungarian
Government will be glad to avail themselves of
the advice and assistance of the Finance Com-
mittee of the League of Nations in respect of
the financial proposals for reconstruction and
in regard to the negotiations for a long-term
loan.

Lo

assis-

[ apologise for having taken up so much of
the Commission’s time. My excuse is the grav-
ity and the urgency of the financial and eca-
nomic crisis in Hungary and also my convie-
tion, based upon what has been done in the
case of Austria, that the Commission desire to
hear fully and to treat fairly those nations
whose destinies they control to such important
extent.










iarquess Cursen to Count de laiate mlairve
‘ {and Zaren ionsheur) |

Foreign offiee, June 13, 103,
TYour mosllensy,

dis iajesty's Government haw giwea tinir careful altontion to the gomame
isstion whieh your izeelleoncy made to w0 verbuliy on the Lith instast on She
gubjoot of the fresh sals for n setilement of the question of peparstion put
foresrd bty the Gowman Jowrmmoit,
T Re These prepo your '‘woollensy luformed e, She Frensh Covwmment sould

(831) The Fremah Govermest wsognize thal dersemy xmeeds a surtain tize for
balansing ey dudget; but, having lost no part of hey viches, ‘ewany
showld he able %o hawd ower %o the Allles s certaln part of auch of

hoy resourses 38 can be lmediately reslized, vizie

The wailwars on the left Bank of 40 "Rine, whieh aonlé de
vor any in which rrenec, #elgium, Greet
Britien, sl sven the "himeland would hold 2barose

(2) Gortain cosl-nines in She uhr, agoropriated by the Cerman

1ah, ba mmaded over usisyr sisdlar coniitlong

in gold or gold wvalnes sl pleced at the Almposal of the Lllies,
{5) Lastly, a eartaia pmportion of the foreign exohs:ye resulting
ot exporis, whish would, in
ropted by Cormany hersel f, be
handed over to the ;llies, Sin lawy of the 20 por sent, bolng

ihie
{iv) 1a the oceoupled territodes 1t would bo for the allies timaseives to
anlinet the ooded mvanwg,

3¢ In emaldering tie soveral isswe mised dy your ixcelloney's cosmuaice=
3 s ksjesty’s Covemnuout find tsmsolves sunfyouted with a musber of
ai ties ariging from san loperfest waievstonilag of the pwelse iopors of 2
. some of the Freneh prepositionse I e ecscordingly ehavged by sy Gove pumnt
to beg shat tioy may be favewrsd with fuller partioulaws on tie following pointes=~
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Ghat 19 the exaet weaning stisched by the sremeh Jovernment to the
for Sia osgsation of passive resistonse? Is it & demand fopr the wi
L ] of all sasetmeats or oxlers dlmotly emsastiag from the Gepnsn Oe
whioh thair people are axjolnad to mfuse the pyymeat of tawes to the yench
aathoritios or to abstain fan venderiag to tie latter serviees dus %o the
Sorman aduinistration, ewsh as the rusning of reilways? v s it suggested
that She Jyomoh Tovormsent will declime to discuss ti» eramtiocn problem so long
a8 individnal fshabitonts, or groups of inhabitante, of the "map or o ther
rogantly ocowpied mwglons desline to work for  rensh offielals or explopers,

4o VProm the ptotemont wiish your “xeclloncy made to me, it wenld alwest
seom ae 1f the cessation of passive reslstaae was regaried by s Jeenech
Government as oquivalent %0 sotive geoperation of the Cemman pepulation In
TRatever nossures, Coersive or other, the /roneh sutheriiies mag wee it to
take oy ondep, This would be an ovgessive asl sn lmpreeticeble demani, oven
if it veore comeedod that Fromch setion In the ‘why wne jussified audl mtiwrized

wlor the Treaty of Versalliss,.

- By 1If, on tis othey hand, tis Vrench Coverament wem to b0 owmtent with
the pevocation by tiv Gersan Sovermnit of all :easuyss enjoindug the duty of
sive mulstame, 18 it t0 be undawstood that sush mvoesticon waald be fTol~
wtun of the svicted el Lmpwlissssd pepulation teo tielr howes end
on of tiir properties? -

fe Uis daely's towrment Turthop wots that whilst they are ssked to asll
)
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z
H

¥
:

upon Jemany W wiertam et pesalw melsteme ~ whatovey (ntorpretation be
given to that tepm - shall sense, nothing is osll as to tw inducoments %o be
nolld ow to Jor o yleld on the point, Appameatly all st iz to expsot as the
price for bor sadmission is that the eeeupation wiil continwe, her own pecple
eseparating for Whis pariesse (low Loug tiwn is the cocupation to sontime?
vl in what form? Is At to semain & pumly milltery cooupation? Or will 1%,
rarhgp 8 By stages, sssume the gharsster of a police pretestiony Ow, agala, 18
it propossd to submit ke territory te aotusl exploitation by or on bahalf of
Franse andl Belgium, 20 would geem %o be lmplied ly e swuostion thet It will
5o for the illles themselves o oolleet the mvenuss to be made over to them
in the cocupied tevss Wrice?

7o 4Ll timse mw poluts oa walch Mg dapaty™s Goverasaat deslse to
be perfactly aloar defore eonsideriang wiethier thoy caum soatomplate the possi-
»ility of 53 S5 Cermuan Sovwermamt in s Wy @ ta djest of
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® Govaan dovermment to eres® passive Wsigtame,

‘Your ixeollonay's statement offors, 1t ig trw, som intlestions of
tim of U Governmmsnt as wgarls seme foatures of awh a plan,
Unfo réunately, tmae indlzations ave nelther vory peeiss, nor de tuey soveyr

9e The propossl that watover happong, Srame's share of th Ylud EepIee

sonted by the 4 and 3 Zenis shell remsin funtaet, implylag that sny wasasaxy

ad justmnate sonseqwint won a Tevised astimate of Jemwmaw's samelsy to pay shall
bemade at e expense of othews, and $he sugswetlon that Frowee sikould be
sllowed to liquiiata ey Intor- 1lisd dabte by the gwrrenier of lop share
0 Bonde, vevive, in gevwral outlize, prepomils whish L Seitieh Covermsen
folt wnable to aceert in Semwmpy lavt, axt do mot apyear 16 1w now to af
& prastisa) eemonle hasla of sottlemsnt,

20 wiilat the moeselty of gramine 2 romatovius to commuy is
resegaized, % meageition ie aonpled with eondf tlow es $0 4 iats nnd
contimwed papmnts amt delivaries, walok, ut f1mt slsht, ssen to ronier tie
moyatoriom itavlf coate e "erhare this imvecsicn emn be sorrsoted by ¢
axplanations whlsh the “rensh Joversaont wey %8 shls t2 gl a8 &0 the system
mwurmmwmwmmuuwuuuhru
Mhmuqu;uhthummmumtrp
deliveries in itinly ss to the owetons dfles to be attashol Ny Ablias,
whethor on e frontiers of the whsle Jeyaan Joich ar myrely m tie fxatisrs
of the oooutpled nvessy awi lastly, ss %o tie proposed srraspesssbs Mmapeeting
o mwicn wtoheage wanmesexting tio velue of auportdd gpocidl prodoats ami the
someeguential & jnsteawbe oomerning i@ 26 pov osutl, tax, 8 mieremse to
whiah 1% your Uresllenay's nate 13 not cloarly wafarstosds

1ls Iz any osse, sa estissis of e aotme] asount wilah the foush Joverte
mont antisipate mizht do malised spvmily W the :lilaen fres tinse various
wuld facilitate a eorrsat sporeciation of Lin aconoele situatlane

;t in ascing your ‘zesllensy to invite your sovewmont Lo faveuwr Tis
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ZRSWAN WiPLY DITED JUNE 38y 1988, T0 BilMOd IUSPIONNALE
04950 JUNE 13, 3928 (On sccomnt of Selgian Cabinet Crisie
Zote hunded to lord Curson on JULY 6, 1923). '

The fpengk Goverss % has exanlmed with lively interest the letter gd=
dressed on June 13 by the Yoreigs Jecretary o the dasaado r of the Repwblie
iz iondons “he cmomt Lo extvorsly sssivie of the friendly spirlt which
marks Lowd Curgon's cormmicat fony und is itself snimated with the desire to
purcue in full omfldesse with tho British Gowermsenut the sonwersations whioh
have boem posume Jothine cvul 4 be mureagroesbls to the Pengh wverment than
to see the two sllied cvuntries sowe at 1sst to 2 cemplete underotandlog on
tiis crave cwstion of reparations wiid 1o for ‘Panee ohe of vital iuterest.

Safore roplylns, 20 far oo 16 1o sble to reply at prestat, to the various
mest bngput by the Sritlsh Uovermmant o the Fpemsh Uovermsent cons ldorg it

necespery in onier to wvold all posibility of mlusonesption t mke its poni-

tion perfectly cleam iPamoo cesuples the lubr after dealsrutions of Gersn
umgunlu by the dezarstion Comslssion by a sajority of thves votose he
isy thevefors, somvinced that In these o lrounstonces she olply msde use of
the right cenferred uwpon her by the "Pest: of Versaillos

The “nglid voverment iteadf was ssstalyted, on other vocaslons, in pro=
jeots of territorial ocswationy as for instance wisn Msseldorf aml thres
other toums wore oocupled, amd ~hem the tivest we sddressed to “ormny by all
the illlos of cocupying the inkr Rselfe Tho fhot thet this jrar the dube has
been seonyied by Bololum ond Yrunge nlome does mot in the view of the Fremoh
dovermmnt chaxre the slaracter of the msaswre wich haa beon taken in execu~
tion of parsgraphs 17 sad 18 of incex [ ‘

wfEE BUNR I eourieD”

The Ypesch Uovermunt doos not a¥ the nslish Gowerment to &1l In with
its own opiniong it resalls, lowever, tiut ncliber last Deeosber nor last Jame
uary, 444 the o lish oppose sy ob ot ion on the growd of legality amt 1t
sensiders that at thils moment the swsstion does zot nesd to be dlscuseed In
that agpeote Tho Ruhyr ig couuwplede Bolplum amd Jrence hawe publiely declar-
o4 that they will evecuste the territery only in pspertien to ths paymemts
made by Sermaiye It wolld ovem that there 1a uo lomcer, therifore, sy necd
to oxamize qwestions of wist hes deon donee The Uemus Uoversumest replied
t0 the {Pamoeselgian oscwation by orderlie ani wiysdsing ‘te resistance of
;&:!ﬂm e 0f 1% syputs on the rallways nil of the grest smployers of the

The freseh am belglen Govermmnts rosdved not to mamlne any Corman
P vefares tha cessation ¢ f the reglstenses "hey are, morcover, ine
position to compel the sessation by the swnetions shidh they hove already take
eng «nd thewe wii @ they have Fed usder considorstion for the futures They are
comw Inged Shet If the Zeltish dovermont Jolned thew in snig an injunetien
® Sepdin 13 regard to this matter, the reslstange vamld 4 lagpyear smeh mre
adeidy, bogaums ot this mwmt the Sorwmn dovermcst thinks 1t cnn rely om the
contpedlot ion of sttitude wid oh waiste betesen the Alllege
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usmmixnmu- soubt sboat hn:ft wich the framo=

A | entisued t iselgted efferts,
B end sonseqwntly 4T the Fremb Wwermmt has erbered Into caverogtions with
1 ke Sritish wovermemt after having received tho now vomsam poposele it ia not
afPadd of mot Doine =ble to ngies the Gervsn rosletange

8 to mmin In owmtsat with “ngland snd bo=
times 1t would beo haroy te miw aomoRr reglics to Vernawye

all
#at just 22 it 1z disposed to mswme smversationg with the Eritieh sow
i of roperst ions e 0o 1t desires thet tho exchunges of views
now on botuween the slilex slould unt il fartior nutise oo in confldontind
snd 324 not be xnom to Yermane The solu motive wiidh hag mode the franeh
dwovernwmt opitate to begln these eowwraations at prescxt i3 the foar that
Cthey say wot reswlt imeedistoly in & egwoR crorrawe that & publie dlo-
asvessan: botwean the flles moy be a fresh acdmaens it for the uernas do=
torulugtion %0 resists ‘

EHaED BR J20AEe

; Yhe Frongk wovermiont i, thaofore, mady te continue the couversatlons
thr ugh diplomatio olumnsls, wiile maidne an appeal to the dissretion of the
sritish tovernment and prosistar diweretion on its own behsdfy anl it considers
that thars cuuld Dot be any cwation of briwging together s cenfercnge of the
woverments themselves Dafore the day 6u #hish the sround belne rieally propered
sorestast woadd apposy Bot enly prodsble bat ecriniue im e 1L ht of these
fow prellicinary cbvorvationsy, the Frmoh Cowrmrut have pleasurs in pas ing

in rovies the various suestions +hich Lord Cursen hes been goud enouch to pat
oft bohadfl of the Sritish Govermmmt. '

1) ‘mem the Fromgh Jowormsant declared that the resistangs orsane
ised by the Relgh must eesso befure It begun the examization of the Coman prow
posdle, it 44 mot sialsk of maddng the Sorlin vovermmant resperdble for indie
vidusl ot or oven sellestive sots wilds hod been counitted without 1ts cone
sonte But winm the Uermn Govorment sives orders to its offisisls to mfuse
to mwrve the sllled swhorities, shen it igwues omisrs for the punlshment of
officisls wio disobey, of iniustrislists wio tei® lleonces, snd thome whe pay
the Fohlemsteuer, whan it fomide its mllwey efficiels to ful 7111 ¢ helr duty
<hea it dlstributes considershl 4 sums of money to the worbma to prevent them
from werddn- e whon Shanoellor Uano srcouracus sabotass by gonilng to the fanlly
of & ma condenmod in coon lawesthe mn mned Heilugeters—s telegrum of ap=.
probation of wrpliolty, thess are positive sots wil b L:ply the direot Pespone
2ibility of the Gersan Goverment, and wilch the Ugvemmant has ot only the
power tmt the elementary &ty to dis contlmme “hoss mot:, which w die, are
only essmplese Lt would be sayy to ‘urnlsh further exagples and to show what
are the apt: of volumtary anmi proveditated resisteos te wileh Garvany ouwht
to put an onde W oaty besidos, that =0 are certaln to ervive Papldly i an

srrasgencuty the astion of the ocownled territories haring thomselves nov-
ersl timos demended of Serlin withirawel of the orders whish vitally sffect

{2) e have not sdd that the cessetion of the reslatencs Liplies
the sotive couperation of the Jersan popurl stlien in all nessured, cperaive or
otlepwise, whioh the french swtherdties find it necescary to take ov¥ to orders
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13} “he gessablon of the Cormm oolstones weuld Justify the withe

. & sortals muber of weasures shich ¢ bas irvelved, and notably she ro=

turn of u great part of the mllway officicls ond employess wio ha¥s been oxpole

lude 3ut that Wthdmwmd will in ne =y bo the ot Pot of snevtiation: with dore
S %] of an amoaty for thow gullty of cesecrings

to their sosts the hishor offiolsls who have

vo
dorenny will glve way all the ssse but obe will sive eas quleidye m
dasey Dem ake haa civenway the mlatigns letmeen nn‘: and ﬁomuw' sam l:.la
the Subr what they were on the loft bamk of the fhine , am ognoe wntly the mile
itary oharaster oF the serwation will becors loss :nd 198s seoeuatod and the
nanber of troops will be procress ively reiuosd to the mindwum meoosaasy for the
molntosance 6F sosu. itys

(8] It 1s perfoctly true thet the cocupstion of the uwhe is only &
thod of arrivias st the psgrent of reparstionse 7B iu.-1ldh vovermeent dee
lares on this swbjeet tiet the plan presented in Jmuary lust by the rpemh
dovernusnt <14 ot wam $0 ¢ Wor neuns of Witlom it whish wm sud joie iy
pragtiomly and had ssted Sor copl ewmtary expl cnetions of the 4 ifferamt roooure

Before civing to these various points mre dotailed Informtion the Goverme
wont of the ‘spuille wishes to mike It culte olsar st It has N0 power whte
mpmmmmmwmn-hnumuw wmy the
‘pouty of Versalllese “hat Troaty has dotermired the mmuor inm wileh the Uoresn
debt ought to be valuede Thiy dobb haw boes valued &t 152 miiliawds of peld
sarks (#6,60040 090 1) by the deparetion Comlgsion, -ud the Jormiscion aftere
wards set upg Or more exsctlys confired the dle of paymenty of Ny 5, 192,
seeording to the “resty the debt thus rixed oan enly be reineed with the wanie
wons eonsoit of the silless :

o
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. Zp sensldemtipns ™lative te ﬁ-m-uumumu invelwe a
reduct ione hoy m-ﬂ*musmgmnw't Qrents uu=
: th ity of Yomeny has Loprovede In theso conditioms Mﬂh tolds
the Treaty eni slsply meks fer its ap;lication hes striotly spesking ro
it : of ~11les <o belleve new srrangerents t6
seary b0 state tham clearly ond to indicste st the game tlme how thay
b ¢ fl¢ thow #ith the votes of the Fad flevents shich ‘
Wmmvumunmmnamnms« m:umuytt. ,
»

L8 ;004 rosson wiy the total of mmunnutumwuenum b

mmoumxnmw:nammmuwm. The first 19

Tixedy the ssvond ousht 0 be oaloulated by the jeparation Cdumlgs lon sosording
%@ the '  of Fuuvlﬁw o offer in view of her precant
- soonpmie seuditien, mmxa-w-umummm maite it possi=

'Q

, it is thiz poiut of view thet wo took up Hen W sxanlzed certaln the prese
- ent resownes of Jerialy ani whoh w moted in partlemlar that the .llies, svem
© in the sasv of a so mtorhum, could collect the revenuos of sorfaim servicos selge

ed a8 pledges in ths ooswpind territiry, muoh ss the rellways and the ate mines.
- whil ngly oxenins the witingto yield of rhbﬂph‘pt and of all others
when = have reasen t© lope thet the British Cowrmment wHl met dlsn ree with us
on the yrhoﬂu shigh we heve Just in.ieatede

e n- Frenoh a-nmn. mmr. recall e onoe more tiet of the totad stvant
- of bonds equal to the Inter=illied dests it has declded %0 olzln répapwnt from
- Germay of an sacunt omly im sush proortion ag her 4llics cxzerelise thelr clalms
as erediters gguinst francee 7he Frvoeh covwermont eaguim thamcs the Sriti ah
So'nmn for its comgniont lon, and reonins entirely ot its uq-.t 0 opue
tinuey thrmlch the ubsesivs this sordisl cxchanie of vlewse
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. ARUIR "e

SELOLAN ASPLY DATED JULY 8, 1
QUEATONNAL 38 DATRD JUNS 18, 1923,

: The hlgld Govermn-ent $2e cogmizmnce of she letter adiressed on Jume 13
1ast to the Frengh Advesesdor in lLond@me Ulesling vwith the poluts relsel In IS
the Selsimm Jovermwent repliles as fOll.weie

le Passive posistance in the iube can be cossidered sa ceus-
i Germm sovemamt ard all suwwviin.te ofilcluis, lwsluing the Uove
erumnts of the Gorssn States involved, estuvlish the atalus qw sxi sting on
poth tenks of the Mainme bofore Jaumaary 1k, 1943, that is 0 sy, won they withe
draw all oriinences, Gecrees and Instructions contrany o the staius quoe
The
aven

&
:

Sololem Govemmsut would not refuse to discuss the prov on Of Separations -

1f soms of the imhabitente or groups of inbacitants of the Duhe sul other 00~
cupled tersitoritioes coutinued t6 refuse %0 work for the Ocoum tlom Authorities

or coutiuuned to mnifest dlssrp-oval of the ocoupation ami ihe messures tien in
sonsequence of it, provided thet 1his resistince was not ke result of direct or
indlrect Orders from the Serlin Jovemuente.

Ze The vessstion 0f passive reslatince must %0t ba considered
a8 the equivi.lent of :otive scoveration by the Jermsn popalation in the messures
of the ocowying muthoriti ese 4.1 that iv suked 1s Shet lhe posuiation shou.d
20t infringe the suld =wasuress ; :

Se The ioyal Jovernuent thinks that as the result of the cessn~
 tion of resistance an smwety con d ve granted Lo o certaln nERoer 0of porsons
{=prisoned or expelled, but every ouse ahouid be the muvject of iniividusl ox-
aaizatione Thers could be w0 guestion of en - mosty in the c.oe of an aot of
violemoe Or sat oge lrested agslust the oscupylng authoritioss

: 4e 7he present form oF ceowpmtion is the remlt of the refus-
al of the suthorities, ofiic uis, aml agents of the Geruam Govermment Y0 contimue
t0 carry out thelr obilgatlons, aud of the attitude of the omliation which bas
baen throstened and ioited Uy the Gormn Govermmente The 3elulsun Govermaant,
however, »ould in the event of ihe ocesastion of wesist.nee be realy Lo exaniue
in agreeaent with the Fremh Jovemueni the wodificstlons mecessary © glve to
thelr cocupation & less mllitary charact r .o grodusily 0 Linit it to the wonge.

: ~@ inticated in the zotificstion wnde $0 the Jermm Govemmnt om Jams 10 luste

igitized for FRASER -
ttp://fraser.stlouisfed.org/
ederal Reserve Bank of St. Louis



a"‘
‘ ANEEX D,
5.‘ ‘
/  BRITISH MOZE OF JUIX 20, 1923 ©0 FGNCH, [MALLE
[ 2 BELGLE MNP JAPABESR SOVEINUNTS,

momnt of eortuin specified gusruntecs as securities for paywenty snd (3) the
sumsoning of o conferenge In order 0 vork out n detailed scheme.

His tajesty's Governsent were from the start of opiniom
that, vhether theee proposals vere adequate or mot, they marked a sufficlemt
sdvance %o Justify careful camelderation with & view to the retwn of o
tive reply. This view wes concwrred im by the Italisn Govermoemes but
Frowch and the Belglom UGovernsents ox ressed the view that omly after pessive
tange had been def initely sbandomed by Germemy would §6 be possible to
ter into commmicstion with her, In their anxiety uwcbm
to be atteghed %o this condition, s mumber of guestions vere

L

T
=

to the Prongh snd Bolglem Govermr-ents by U/ls injesty's Government with regard
both to the setiom which the Germwn Governsent was invited to take mnd to the
future position of the jmhr, if snd vhem 1t should have been Ssken, The repliss
that have been rotumed to these gquestions heave not completely lifted the weil
of uncertainty in which the situstiom is still in parts Invelved,

In the meantinme, the question of repsrations rezsins im

the steady detcrioratiom of Gurman cwrrency renders It lmprse-
for her to weot her lisbilities under the sehedule of Feymemts fized in
say, 1921, It vay be that Germen policy has comtributed lsrgely to ereste
situstion., But it is with the results, even more thsm vith the couses, that we

-

The view was put forvard bWy His tajesty’s dovernment =
Parls Conferemce In Jucuary last, and 1s st1ll held by thesm, thei, in order
obtain from Germmny the psynents which the Allles are entitled to reoelive, Gersan
credit wust be re-established, Gerzon curroncgy must be stabilized, the German
budget muss be balmmeed, snd German productivity must be emuoursged, As lomg
as the =00t highly doveloped ares of Germem industrial life remsins wnder mili-
tazy rule, aud is uade the seene of pelitical sgitution, 1t is difficult to see
how the ceencmie ;roblem cwn be aolwed, It may be poasible to bresk Germmy's
power of resistence by sugh weansg but it will be at the price of that very
recovery upom vhich the illled poligy depemds for its ultisste suscess®

2 L 4

Lie
to
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ion,
in the best Intercat of the Allies that, whatewver figure be final

by them, it should be mgoepted by

that the reparation
ties of the situnt

Ge
Furthermove, the oitustion ie w-?lo
dolsy,

substantial deliveries of ther in cash or in kind,

as that of the publie, JYurther, the advantage of

‘merican cooperstion in this ingquiry, whether in en of 'icial or In & wmoffisial
ospacity, sesreely requires emphasis, snd is comfidently rocomwended by His

As to the composition of such mm Inguiry, this is a matter
iajesty's Govern=ent to their Allies,

¢h should be determine’ by the Allied Govermments in consultation, There
muuw%uwuq..um:mu”ntmmm

their gonfldemce as we
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His usjosty's _
proposals to their Allles with the convietion thet in the comman interest
positive aotion o no lomger safely be delayed, and im the hope that they
mey help to facilitete ¢ definite advance.

His ssjesty®s Sovernwent he ve mot dealt in this nete with
the question of segurily, bdut thoy have alresdy indicated thelr readimess to
enter into sympathetic couaiderction of the subjeot vhenever 1%
desirable,

FEC L BUak

DRAF? IENZIC SAY 70 UHE GUIUE GVISNST,

m the Jrd of Uy the Germse Gogverncent addressed s=
{dantis note %o the Uovermpen®of the United Ztatee of meriesn, Belgiuws,
Framce, Oreat Britaln, Itely, and Japun, contsining ecert:in propesals for
& gettlenwmt of the guestion of reparetionse -

unfavoursble regeption agcorded to these proposals hmving
Gormum Govermment to reconsider their sttitude, thnt lovernment ou the
7th June sdiressed u second cosmmumication %o the sase Povers,
In this

semorzndigs, the Uer=m Governsent, affirming once
agaln stheir determiration to discharge the!lr reparation debt, repented & ypropossl
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- - AReE D,

vhigh they had before made, to refor to an ismpartisl intemstional tribunal

the question both of the amou 't and the sethods of paywent, undertock to
faumish such 2 body with all poesible informmtion mnd agsistenge in condusting
the inveatigatlion, zmd promised to agoept the deeision at vhich 1t might srrive,
Further, the Goruan Government proposed coertuim guarintees or searetios for the
regular payrent of the llabllities thus fixed, ilnvelving, however, the grant

of & soratorius of four yesrs from the present date,

Finally, the German Govermuent sugprested a confercnce =t
whioh Garmsgy aight be assisted by ornl diseussion in arriving at & solution of
2ll these guestions.

the Germen note did not, on this ogeasion, contaln ey
referunce to the subjeet of passive resistance, moty, it is presumed, from any
failure to appreeiate its peouliar ismportonee, but bheguuse thet tople had not
been mentioned In all of the replies of the Allied Govermments to vhioh tie
note vag intended as an apgwer,

e Allled Governsents, anxious %o Sciminate the phase
equally of paper gontroversy und of internationsl complication, vill novw give
thoir views wpon each of these nmatters.

In the Dreaty of Verssillies 1t was recognised by the Allfes
ind Lesogiated Covermwents that, vhile affivaing the full respensibility of
Germany for all the loss and dssage which they had suffered nt her hamds during
the war, they could net, in viev of her diminlshed resources, expegt to receive
from her gtmplete reparation for =nll sush loss and deamge, In other words, the
neoescity was adnitted, oven st that date, of sdjusting the 1iability of Germomy
to her gayacity So pay.

In Hay, 1921, the smount of reperntion was fixed hy the
dsparstion Commission at 152 milliards of gold marks, %o pover waa giver by
the treaty to euncel any part of that obligation, exgept with the speeifiec
suthority of the several UJovernments represented en the eommission, If, there-
for8, the contention is now put forvard that, oving te the altered cirewmstences
of to-day, the fipgwre of 1921 is too high snd oalls for redugtion, 1t cam only
be by sction within the framcwork of the treaty thet such redustion cim properly

be mpde; and 1% 1s only from this point of view that the Allied Fowers are free to

eonslder the first request of the German Govermsent in the note now wnder = reply,
neely, the roguest for an examineation by sn fspartisl fnternotionsl tribumal of
Germuny'e present capacity for paymeat,

8w s21lied Govermuents, vhile umsble to sceede to this request

in the form in which it vas proposed, sre far from thinking that they might not
be agsisted in the task devolved upom them by the treaty by the labours of compe-

tent and Impartisl experte; end provided thet nothiug i1s done iIn this respect that

is inoonslstent with the treaty stipulations, they sre disposed to think that
positive adventage might result from such sn exsainction, It would bring the
allegations of diminished eapsslity to the Stest of facty 1t would revesl the

agtual position at the present moment; and 1t would remowe all excuses for evasien,

e Alljed Govermvents teke note of the statesent by the
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‘ ' would enable the Gersam Governsemt wore spesdily md more offectively teo
disgherge thelr ro arction debt,

In making this reply to the Germsm note, the Allied
vgvernpments have ¢learly demmnatrated thely coamest desire for the gessation
of eouflict and e pagification of Furope, I retwn they feel. that they
have the right %0 invite COw coaperntion of the German Goverrment in the exe-
cution of this policyg und ey have Indicated with as muoh precision as is
poseible at the pressnt stage the reciprocul steps Wy whloh each party ean
effestively contribute to the desired result,

o b B B B By T BT e B T |
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L
v . AEX =a»
o, 3
SELCLAN REPLY BoT& JULY 50, 1987, w0
‘ - BUITIE NORE OF JULY 20, 19i3.
Tour izsellmmey was (00d entudh to inform m on July £0 of the views of
the Sritich Jovemmmnt on the plan £ & 0naen reply L0 the Jeraan Sote of

Juse 7, sul Yowr fwellovey ms 500l encuch to explain t0 we the considerat lons
by “bich the British Covem=ent was lod im drawing up its draft replye The
deiglan Govermnment hig Ly appreci ates tho profound desire for Bereoa-nt which
anlates the Sritish Governmwnte It also 15 convinced that i: 1s nooessary to
i0lve the question of reparstions, »nd it ahares the ardmt coslire to find this
solution In agrecnont with the Ailless hat is why it conslers it waful cone
pistely to explin vhe reilectloms which have lmspire’ it im Your immellovey's
letter of July 20

The idritish Governwent considers %iat ihe reparctions question must be deslt
with 2ot by fixing Sermuy's obligations, vut her eipas ity for pgymute The Oy=
al Jovernmsnt iike the iritish Governuent seeis to obtaln & preotiesl seolution
of this grove podlem within the fouwr coruors of the ireaty of Versullles, buat
i 1t iletenod t0 the advice 0 tae Into conmslderstion Gemary's finsncial cae
pacity 1t sould be decolveds It momld be usjust still furtier to reduoe o aany's
Godt tow rds the countrics wich she jevaatated =mi violated in cont revention
of all the laws of husenity =nl t0 Leave those cowt rles 10 vear the urdsns of
the ingemal and external dedts shich they contracted for thelr defomcs -md the
restoration of thelr muinse

It is in this spirit thet we understand the 1282 provossl of the aritiah
dovemienty whidh srgvides 20 dlscumions vetwem the allies with she ovjeat of
draving up & dot-1led plam for s genercl :ni definitive finmolal sottionmty
Such & setiieant ia equally nstosesry £0r wessons of Securitye OGermn 4 who lo
sluost freed from her intems l dedt as the reduit of the deprecistion of the mark
is Cevoting cmorwous osums 10 stresgthening her induwetriel snd esononic develop-
wwpty 2nd she wmid bo soom inm & position W0 sompete vistoriousiy with the Allles
in the worid's mrkets and 40 presars bor miiitary rovengse It isy therufory,
nevessary for the ililed countries which suffered most in the w.rts out in prie
ority in rerarat ion paymuntse Two “otheds have been spesia.ly contenp.ated in
tele conusdiine={l) the camcelistion of Intsreillisd devts; nd (2) 28 atitol ve
Bove, priority for the devastated reglomse The leiglem Governmont, whilst aporee
ciating anl recdmwnding the first -othod in order t0 facliitate the sotb. arent
of roparations, (008 not wish to enter inte the dotails of this 9 thody Wich
d008 not direotiy affuat 18 ovlng (0 the special reglm: grauted her under the
Treaty of Versallios md lutoreillied agreemnts,

g regords pAOriLy for the devastuted regions, the 3¢l lan Govermant
thinks that Gis ls reciered all iLhe w00 ogpssary owvlng 10 the wdilfications
made in the Jeheduls of “spmuts of 10Z) to the fimre estavlished by the Troaty
an arrangewnts nade iatore As rejaratious o m henceforth on.y b partinl, it
is equitable to e2tatlish & sssle in SMportion to the dumage suffered in faver
of the devastated re.iouns, shose restoration woights heavily on thoe vuigets of
Frasce, Itsly and Seiglum. The deciaration of Vevs 14, 1916, contains the prome
i%e of the Ailied Covermments 0 aee Solglum indouni fled for the duna.s she suf-
forade article 252 of the Treaty of Verseilles sledges the cosplete restoration
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[ 2
of Seiglume _
' - The british Govermment asks for Inter-illled éiscussioms for the dawration
: of & coupliete plan for o gemorel anl definitive finsmisl settiocoent, The oy 1
Govemuent has alroady set forth its declisions in the Fote rescutly handed by
jerpon doncheur to your ixselliencye It would ve b ppy t0 have sm oortunity @
diseuss the piam outlined im it with the 3ritish Jovermwut should the latter
80 desirse ‘

The Selglsa Sovema:nt Lag vo objection t0 the seraration Cousiesion recolve
ing the assiet noe 0f capatle etsuriay subjeet to thers being mo breach of the
Treaty of Versallles, tut 1t woeald 1ike t0 :mow what Lhe British Govemnams undere
stunds by "laportnt 2erts”s The poposal aight aprear $0 v 8 condtommatl lon
of the Heparation Upmaission and give the Gorcane the illusion of arvisrations
48 such it might aprear as o Justl flocatlon of thelr resistince snd srepare worse
troubie iu the fubures The oxperts® mlesian sonld be in aceordssse with the
@1 ol tlons of the Treaty of Versailies, as the iritish Govername very juet iy
recognizos s its duty wouid be G0 asclet the ieparat idm Comdssione The Hopae
rotion Coumission, whichy by virtue of the Treaty is the ofiicisl repres.antat ion
of the Coverments in rospedt of =11 frme of reparations and is as the rosult
of its ~xperierce in & better pocition to Cirect the work of the sxperts would
pat questions t0 th-m wnd {:dicste t0 thez Lthe sledges shidy 1t regards aa the
a208t effcotive, : 3

The 3ritish Govemwont suggests in $his conmeotion the sulstance of an
smericsn expert, and conaiders the mis of reparations recovended by the esperts,
n mtter vhatever 1t miy be must Do soveplted Wy Germny zs Just and capaule of
executione The iOyal Covernasnt taxes 1t for gramted thet the conditions to
whioh the Gemmme will huve to subalt will be swh that they can not as is wsual
consider them a® wnjust sad incagasle of executione The irl ik Govemment smgs
BExkx has certaluly not dreast of asiking far the expllcit coneent of & Gerany
which ba® Dithert® sleays 0w ht 10 e¢vede her obligations,

The oyal Governrent I8 kapoy Lo note that the iritish Govermment hus sne
dorsed in prirc iple the solmre of eoononic susrerioose These gusrentees are
atsolutely indlspmsasle tO the ililes 08 & safe mard agalnst the bdad will hithare
to zhowmn by Corimhye 48 the Mranch and deiglan Covernuente declared on darch 12
lasty the cecupat lon of the Ruhr was not expected to odvtain imswediste paysents
from Sermeuy tut 42 messure of pregsare on her $0 forde Lear Lo wrdprstand timt
she "Ta@ carry out the engageaents she has emtered into ami the eveowmtion will
be carried ous Im proportion 10 ihe execution dy Vermuy of 'er repamiicns obe
ligatlovse The Joyal Sovem=wsnt saturally intencs to rewin loyal W this dee
c2larations chem Serwiny has carcied out the essential comiitions amwi ocoplietely
rentunced jassive reslstante, the Deigian Sovemmnt will Le guite roady in ae
greement with tis Fremoh Covermaant L0 wake tho =0dlfiosatliong necosary %0 zlve
the occupation & le®s militsry vimracter and there will be & POAP-Ssive ovacua=
tione The occupation »1ll them conforn 0 the nessures indicated in the oiiflie
cation to the Gersan GCovernsmnt of Jumyry 10 lasle Tho present mgouwrs «f the
Scoupatlon have et lmpowed on Frace md selglwn &s the remit of tho aggroe
sive resistance provoked Ly the Serlin Jovemsente The roplilty of the withe
drewal wiil depend upon Uermmy's sincere ranmcistion of the struggice The Dele
glen Govemmenmt thinks Siat the regive shich will be applied in the Nubr upn
tho cessation of peseive reslstanoe =illi be such as will net impsde the econonie
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sné industrial life of this regione
.' if the explapations givem so Ir on t:is sabjest are »ot sufficiently
claar they will wiilingly %o 00 ieted.

The elglam Covemaeni has learnt with lively satisfsction thatb the Jdritish
Govermment 18 peady $o joln France and Jellum in dennding from Gomany the cod-
sation of pussive resiatonce ani 28 & primary (wstion the recpnatmaot ion of the
gjevastated rogionse At the same time slthowh this rosistanos ean Bo DrOkom By
the mems of JroSsra at present in operation, Jritiah intervention woid incone
testably have the offsct of nastening this resait for the coson couse of ropa=
rat iOnse

| The Gelglan Jovermmwmt attaches great pportance W the centol 0f Gepsmn
finanacse IThe principal cause of the fipsncin l distreas of the Seloh resies iu
its mmd expanditurs amt the defieis im the puiiget which arises from the reckiess
{eme of pipe P #dueye In Order L0 ussure roparations In cash, Gerapy's fintne
ces must first of sli bo restored and {or Shat ihey st be sutaitted % cdn-
$10 s Othorsise the mormtoriua sskel for by Jersany would oy serve W rox o
the sitaation 'ore desperstes The deiiveries in kind to the allles must contine
use Ihe Soyal Covemuent Mecalns sbrevgly iz favor of = colisotive Allied re=-
ply to Cermny's Kote of June 7.

Finally, the Rgyal dovemmnt is gled to learn Bat the Hritisk Governasnt
is peady 0 joln sys=patheticaliy {s the ewsmination of the proviem of sesurltye
By reason Of her goograpal sal situntion, 3uiclaa attachea the hishest Lrportance
to this, =ni thayks tho Jritish soverpamt for its declaratione It will later sus~
ult farthor detalls #ith r:g ™ %0 its attitnde 0 t7080 quest lOns.
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whioaver Lthey may be, should be more cxmet thea

Ag hee boan oaid above wo Podret that vo are uwmble o adult that
should bo simaltanesas with tho cossation of ressive vosiatance,

those sosditions

et o ave
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hosn showm 40 the Franecefclgisn polnt of views

.‘ Ve ihe regeptiom, Bovower, thal has beon asegovded Lo hese propesila by the
Fponeh snd Pelzism Jovernmeats In thaly reapooti o motes of the & 'th July lsaves
His Majesty's Govermmont motwi tigtimding v tomme f courteay employed wuder the
palafal ispression S2al uclther sre thele sug estions welcomed by Gelr sllies,
aer Lo their cffered cooperation held 0 mMorii considerstion exoopt om <omcition
that no departare be made Ln any ose particular (rem whalever Freses sud Selgium
coglare 0 be thelr overridimg views an: deeisions,

8¢ it le trme that e Selglam reply appears at Tiret 2ight %o be lo8s wee
compronising Shm the /rench notee Jui oN eloser cxsmiuation 1t is seon Shat ihe
attiade of the twe Jovermmeonts is for all preetical purposes id silesl and that
ihough e Delgian Jovermment appoar L0 be esgesially suxious for She contimwanse
of friomily comver athoas 18 is only upon com:izion that vhe substange of the Bal-
glam clsims e emceded Im sdvancee Aecordingly, His Majesty's Govermment sk
losve te deal wWith the twe veplies in & single Wmswere

$s he firat polnt thas has strmck Jlis Ysjessy%s Goverms st is @at in nele
thor is there any ailusion whatscever 6o \le terms of Lip cwaft Peply @ the dere
san semirandum chigh His Hajesty's Covermmeni had sropOsed, The Belgism Jovermsest
indeed still pomain is faver of the principle of u jJeint reply, tut ihe Yrensh
Govemmuent pase the proposal over im complete sli-meee atd yot ihis was the msin
gbjoet to which in thelr desire jor the centlmned mslotemanes of Allled unity,
His Hajesiy®s Govermeent hodl devoted thelr efforts, “he mmission '8 hardly come
yonsated by & series of arjwseatative passages, lsguiries om polnta of detall, «nd
offars of farther discussioms shd canversations, holilng out & prospecs: of an ine
definitely spun-ont coutroversy, whlls: fundum ntal principles are axly mentloned
in order 10 declars that they 490 ot sdmlt of diseussion,

14e it may pezhope be gala Shet the Belgiam peply Gos n0t rejogt as cales
gurieally as cdoes e Frenghy the o 08:1 or & fresh iuvwescigation of Gerseny's
caphelty 9 puye Fut ihe coamsent of the lelgiam Gowrnecnt ¢ swn sm isoulry
is made comlitions] wpom obiaining roz Belpiws andi for ‘rawee p-ouRiery sdvantages
of u farepongilng wini, a8 the cxpomse of thelir 4 1lies, amd notably of Seeat
Frigalns Such = sugzestion sppears %0 His Ljjenty's § vvernsout 50 reveal & psle
parle miscongoption of the o toatlon.

; Ile it will ot be contostod et there cum e 00 wse In demauding from Cove
many wmore (ham she osR paye Amsx ket is the maximum ehe oan pay, is & questiion
of suprene importamee 9 all ber ereditorse it 1s & question of eawsklishiag =
fast, on the ascertalmment of shich say preiionl arrsagescnts or cosbisasions for
sbtaining poymont (0 the fdlleat extent poseilble mus: be bassde (he 5vitish Uove
armment afeo dingly peposed W0 ke siopas $0 ssceriain s important faete Pele
glum replies that ahe will net consent uuless s correspomding sdvsutags 18 blaine

ed by herself snd by Framcee His Majeaiy's Govermeont comlid nes willimgly emter
inso any sueh Lrundsctione

18e Wkile the Pelgiam nots does MOt imilente uny wmu elaim, of7ieial
and somiecfficlal proncuncements By =Bd on bobhalf of Sronch wn Belgi:m Hlalsters
bave made ¢ clesr that the Frejch Covwrmeeat wich © usist oan » minings pyment
to them of 36 milliard gold morks over «md & ove the snsunt Feguiped 39 meet their
debts admg 0 ibls commtyry =nd to the Unlted Stutasy mmd the Zelglem Govermancds
on & sisisws payment of & milliard gold marks for which or 797 part of which they
BOow ask for fariker priocitye
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“ & diminished, the lows reprossnted by swoh dimimation muss inevisskly fall on
: those not anjoring ‘he privdlege of ;riorigye.

17 FHis dajesty’s Covermment canmot sdmlt that there s sny ground whateves
. for revising the Sps percentages. ‘he principle of » pereentage civision ig mot
affected by » change in the toinl 10 vhich the poreentuges applye His kajesty®s
Govermsous sammot leuve ¢ut of agecunt the position of thelr cum coumtrye Lpart
_ from the heawy material damspges suffered by Grest Dritsim, Sis Eajesiy's Govermsent
are sow iavelved ia heavy poyments $0 mort unemployment in respect of which tley
 have boen compolled 0 spemd over #4020, 00,000 since the armlietiee. ey alone
among the illies are jaylng interess om debss incw red abrosd during ihe wap, repe
regosting & cspitel sum due %0 the United Stutes Govermment of &l,000,50,000 at
the prescut rale of exvhnages TRey alome have been doprived in the illled imtere
®8i of foReigh soeuriiies edtimated at from S700,000,000 0 aBI0,000 4,000, which
. would atiepvise substantially sssist im the zayment of the Srisish debt ia .sere
lose Fotwithsiauding thews gi.sutle burd-ms, irect Briteaim mede an offer at the
Jarias Comferenes of Jummary 128t 10 Orge her rights t0 reivburscucnt of her dume
agosy “hd expredsed her vesdines: by Teducing ‘e debis of whe sllies, t9 ireat
keor ghaps of Germum vopsrations am if it were a ropugment by hoy Allles of thely
dobts dws L0 here it woamld be ineguitablie, amd it iz impossibie, L0 ssk the
brltish Saxpugere slrosdy muwch move heavily Lurdemed shaw his Yrench snd Selgian
Aliieny 0 mike Iurilher ssorifices by mouifying the Spe pereentsges for the Pruse
it of ‘yance amd Selgiame

18, Whilet e Selgian Govermwont atiach $0 eir cansens 10 an lavestipa=
tion by lmpartial sxperss of demewmy’s capeoity £o pay & aon ltion «hich reuaders
such consent of 1lttle va.ue, the reuch Cowrmwnt Pojoct he plem slicgether,
and appenr €0 Justify shelr refusal by putting o series ¢f quesiione which might
Jead to sm Indefimitely protructed digoussion ot & time “hem praaps declsion is
of ess mtisl lmpovtanese 18y Ruuovery U, Folscsre hus asked Yor spswers om he
soversl polnts whioh bo has ralse ¢ they may be Wriefly siveme

1%, sstomizhmwnt is egpressed thnt anyeme should qwestiom @ justiee of the
leparciion Cormission’s deeision im fizimg the sotal mmount poguble by Jermsany at
158 millierds of gold marks (ad,800,000,000) ami 5. Polncsre 045 5O Yeasem why

“an estimate made leday by superts, whoever they way be, should de aure exaot

than that made ia 1931." i3 is mot clear to what estimaie uade iu 3521 refereuce
iv mades Ihe Hepuraiion Cosmission's findlmg of 192 milliards of geli wares wes
a sinple estimste of the smount of ithe damages for which cOm eMPESion was cliaime
able wndey the treaty, without suy rFogar: 0 the qWoSLion of Seormany's ra selsy
0 puy thome IS is Srws thet the Sekedule of 7 o ments subsegeently scaphed,
while purparcing o previde for the payment of e fall amount of the domages,
in facty gponsed substantial concessions by extendiing the poriod of pagmsnt bow
yomd thas luld dom In the trealy, and by walving the psyment of imterest for »
long period In vespeot of a lurge part of the debte ‘heso concussions ropresunt -
®dy oven in che opianlon of the dopporteur 0 the French Puwigety & virtul redus~
“lom by spproximstely eme-half of tie sum of 132 mililewis, nd the fast st Lhey
were approved by the illied Frime Hinisters in drafiing the dohedule of Psywoxts
{subsequently agceptad by e Aeparatiom Joumission) eff etively cnswers the cone
tention that the sum, ss original iy fixedy wee not comsidered too high by supe
bodye it the s.me tims 1t csmuet be guid thet the conceszions wore the outemme
of smyining that oould be deseribed ss an expers idquiry inse Germany's capse: &y
i P'.

2le The Freush Govermmont are guite right in declariag shut the duty of ade

Digitized for FRASER
http://fraser.stlouisfed.org/

A A B | e AN T




amsEx
-be

to st eapecity ia seeordance with irsicle 224
9 be dlsehargede :

sny that during the Jesge Confersuge the meyr. .an ozpert esiisated
ity %0 pay a: 120 milliard gold markse His ¥ajos @y "s Govarmuent
have not been abls to trsee in Gelr records auy Lmer.can expert ¢stimate of 10
11ia fomxs ome of &0 williards sné suotber of 340 millisrds.
Thoys w0 0190 5 Presck sstimate of 600 millisrda, and = Britich escleats of 480
miliiavds, ‘he trath, of course, is ot at that time there wus no asperience
e astablish ' mferoe luteredtato obligatlons of sudh mesniiude

E
:

iemce has bocome avsilable cariag the lsat five yoars that & fyesh luguizy is ure
geatly aslled fore ;

28, The cuty of weking the uitimete degision yeasts iz part on the Hgparsiion

duty which uusst in tems of the treaty be pericrmed w th sole redercnse 80 ke Fow
sourees sm’ cupacity of Jermanye (‘he Govermssuis poprosenited on the Commission
in deciilng whethor or noi W authorise the cancelintion of 2 part of the Geman
‘dabt are in the position of trustses slmes the Intevents affc-ated se not euly
Woir owmg but those of the Zoverments not rpep-pomied OB Gy GINiEH] Oliwe
s comsideration which His lajeaty%s & wermment vonbure (o think He Sreumeh Jove
ermment must have overlogked vhem sisting thetl “Vrace will never cwwpent 9 saeh
esneoliation exeopt in the roportion im which her o war d¥hts nay be canselled .

28e im Liguiryy therefore, by lupartis] oxperis inte Cormanm ecspaciity, beld
to sssiat the Seperation Comecigsion and (shomld s casgeilation of a poyt of the
dsbt b pogaried as uecessary) the :1led Jovermwents o  arcy out shelr duties
unier that apticley alsarly commet bo hald to vialste azy yprizeipls sxpressed or
fmplicd in the treaiye

Z4e¢ Poth the Freach am! the Belgiam uotes dwell om the speelal jwaliflca=
tions of o Hoparation Commission (0 carry out itsslf say secesanry lngmiries,
his is 2 clalm which com not bo gusts wed without serious quelifientiosp. In
the absendo of =n smericas represntative (as vriglaslly -ontemplated). Framee
and Bolzium are in & position with the ald ¢ ihe easting veie of sthe Trench
shalrmn 0 carry any resalation over the hesds of the Sritidh ad lisliam vrep~
rescntatives, and it is sotorious that in these cirewsmiangns tha Jomcission has
becoms in prseodiee an instramsont of Franeveleolgisa pelicy <Jone,

ibe The Yyonch Govermment ask how 1§ is proposed tiet the impars sl siperd
commsigsion should De eomesituteds Nis Majesty's Gowmmmont comsider that the more
eomprohonnive 1ts constl tuiiony the greater will be the valwe of 16s findlugs,
They wonld willingly sor upen it noninees %ot ou.y of the Fowers ensliled S0 rep-
srstion, but of the Unlted 28ates of imeries, of Fowers ~hick took ne pars ia e
late sary spd 1€ would seon desirakle of Germu iy herselfy Ify hivevery the Fremneh
government +0uld prefer awy other form of coanet! tetlon, His Mojosty®s Jowermmont
wonld b hapyy 0 cmeider ite :

26, Am regurds 1ts relation %0 the Reparation Conmis:don amd to ihe 2llied
Governmenis: uwkile for th-ir own part His Majesty®s C owrmmnt would be sntire-
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ng to 0 o agrecmcnt by which the several Uovermments would diand
whomselves in advinpe tO rectmmons O Aeparation Coemission the ae@eptanee of
@ the findlngs of the dedy of cxperbay they would, if the ¥rench and Belgiam Gove
' ' farg be coamtent that e fusetioms of the vie

|
:
:
|

2% Doth the Fromch snd Belgiem motes ohallonge the Eritish comtsation thet
& is the best fatersat of tho Alllex st whatowsr figuss Bo flmally deplded
upen a8 regrescuiing Jermany's otsd ilsbilislesy 1t should be wegepicd by the
Gorman GCovermment ss Just smd pecsounbles Ihey point 1o the faet that the Gersan
Govermment have in the post repeatedly falled 0 aot wp 10 thelr uniertakings.

. 28. His Mjesty®s Govermment yemalm of opiniem iist am undertaking freely
estored 1nto Dosanme ackaomledged Vo be Just amd resasnstle, sioads im prasiice
o & aiffercmt footing smd offers Lelter proapects ¢f fulthful exeoution than su
amgagei-nt swbstribed wder the compuision of w@ witimalus oad protested ag:inst
at the very moment of signatuw a8 beyomd the signatary's capieliy, 10 muke good.
he Hepsrasion Coomission ftsslf =8 -0)l as the prineipel Allled Jovermmats has
had on oocaslon to recognize that the Cemnn Govermment wag uo% In & poeitlom to
curry out particular chligutioms shich 1% hac beem compalisd 10 undertanes

29« it will B¢ wem mbeved that the suggestlom of s luguiry Wy experts of
which the first fdes origizated wish the  wericn Seerctary of Statr, inelwied o
velustary engog uent by the Gomminm Sovermment 0 agtepi sad glye sfifect W ukale
ever conciwsions the cxperts might arrive ate iz lunjesiy's Govermsnt awe mot
‘sonvisved that such =8 - ngagsment doserves o be tr-ated am of ne valuve

Sie The subject of the cecupation of the Rubr gives rise te & wuber of yrope
ovitions im iho Fyench note $9 whick 1% is ueeessary 12 replys thlisi Eis Majew-
ty's Govermment have indleated thelr readizess to Joln iz cdvising the German Gove

. erament 0 withirme w thout delay the opnances snd Jeowecs which have organised
and promoted passive Pesistsas , thay cam noi subseribe to the thesis that pase
sive pesistence must vosse unsoniltionslly becsuse it is camirary w0 B¢ Trealy
of Verssillies.

Sle Feenoe amd Felglwa hold that the eeewpation Los besn effopise in varise
of the a.therity comferrsd by pare 18 of inue. ile %0 part VIII of de Teeaiye
The Gorman GoverBwRt have gconsistently esmlonded that such &n peraiion Jves wot
om » proper imterpretation of that yeregraph fall withla the eategsry of “econo-
mic and flssmeiel prohidiciens amd reprisols amd im geaorcl such Athier mocsures as
e respostive Jovermmenuts may detemime %0 be wocas ary in the sircuwssiances.”

S8 The highest legsl authorities im Creat Hrisain have ndvised ills Hajesty's
Govor zent that the sontention of the Jepsa Jovermment is well founde! amd Bis
Fajesty®s Govermment have mever comcealed thely view that the Framsowd:lgish ree
tion im seewrying the duhr gulte apart fram the quesiion of c.peiiongy Was Bot &
sangtion sut orized ¥y the Troaty 1tsedfe Dus toey would be gui.e wililng that
this or spy oher alfference respeting he legsl imtesprotation of vital provie
sloms of e Weolye-win 50 far 48 they ¢mmnot be rosolved by unsuimous degisiam
of ibe heparation Ceisslssien wnder pare 12 of Annes llew=-hether arising b-tween
the Allleu Jovermsents d ihe German Government, or betwe-m éiffereat Allied
Govermmsnts, shoald sutomatieally b pef-rped ts the Intersational Court of Juse
$ies at ‘he Hague or other #ultskle arditration. :
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55s he French Jovermment bave endesvored to conviet Els Wnjosty's Seoverne
wwent

b of incenslatensy Ix now refusing t9 soinovledge the legality of thu secujle-
¢ tion of the Huly undor pave 18 0f issex LI, vhen om $:2 forpor Ocescioms they

prow-

iey setwslly sassicipated in the cecupation of iusscldorf, suisburg snd

te have 1s mo fnconsiotrngye The netion iheR takem or threntened was
never sicimed 0 de Is pursucmes of the Hepmeation Clanses of the Treaty, ™he
A1lies Joinsly deglded to threaten Gevmany wit: the cocuypat om of Fwiher terrie
sory last as they might have threatoncd her with a yomewsl of vary for her faile
age 10 periorm her Ireaty okligailons, come of which had uo conueet I vhatever
with Toparationge

$4e Im the Wiew of flp Malosiy®s Covermment 1t cemnot legltlmslely bo slalee
4 that the wessres vhich the s1iles are wader pow, 1 of smaex II suthorized e
take In gertaln emergouoion lunclude (e militawy sec pation of tarritogle Sush
sgewpntion forms the swbj.9b of the ageeial provisions of iart LIV, of he Trealy,
sealing Witk Cusrsnteane Lt I8 the right o ocsswpy he Jeft Bunk of the Rhime
amd the bridgo-hosds which has doen givem to the 11iles “s& = guwurantee fer the
eyssution of the ITpsaty”, reover, ariiele 450 particuisply stipulatos Yhat if
the Goparstion Commission fixds Sl Sewmuy vefuses to hserve tie shels or part
of her obligations under the Zvesty vith » gard 10 reper.iions, the whele or pars
of the cscupled serritorles which may alweady heve Dk svaguated, “will be lwmee
diately revocupled”. It vould have been idle o stipulate cxpressly (o such ree

\ secgpntton in cose of default on reprations if the 4 ]lies had slrendy sn anlinlte

ed right $9 ceeupy suy Jermam teryitory under another clsuse of the Treniye

88, Iif His ¥ajesty's Govermment have hitherts sbsteised from fommlly cone
sessing the legsilty of the Frane ssBolglaR spoupatlsm 8 al act auihorized by the
renty, they bave . me 80 selely in eonformliy with the apiris of the declaration
made by Gre bousr lav st the Jaris Comferenes In Jo usyy lsst, that Eis Dslwswy's

-mt dosived t6 svelu eauaing sny necdless cmbarrascment $0 Geelr Alllese
Thin cheald 2ot de muds & peprosch 0 thame His lajesy's § overmsent wonld nos
shis question of legality had they 20t be-n chulionged S0

|

i
:
]

token up
$6s The Fremch snd Belgism Sovermsonts arzus thet if only dreat 3#itain had
Joised im the secwps tlom thers wmld have Been uo passive resistance sad s& e~
buniant fiow of peparstion paymente would have deom aseured. Holdlns tae views
which they 4id both as te shs legality amd the prectical value of the sgeration,
not possible for lis ¥sjesty®s Covermment t0 tske part is 1%, Eut evem if
they &k hed cone 80 amd even 1F passive pesielinee hai o
sever beem started or wepe now coming o am emd 1% im met clesr how thls would

bring the prodlem of repsrations sppreciably nearer 13 & solulivne

% The French Govermmsmt Rave now deglared that the shjest with which they
enteved the Ruhyr wos 20t the promup: or complets payment of repsrutionsy but the
brosking of Gerssay’s vesistange snd the crration of the will om ber puri %0 P
Bus the will w0 pay is uscless without the powory snd Sermmuy’s power 0 pay is
tn the opiniom of His Hajosty® a Sovermment iixely ©o be sapldly dimini dhed, and
in the em? extingmishe: sltepothere by & continuaticn of the cceups-tiom with its

siramgienold on the most important centre of the mes: prodwstive amd the most
highly sod deliecately ergwmissd of Geroan imiustries,

58e ko perallel which the French Govermment seck 9 Uvaw Witk Garmes astlos
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187] eun havdly be sustalmsds it io true that Sermsny rofuse 19 cuis the Freseh
deparimcnts vhich she ocoupied with her forces watil the iademmicy of 6 mililards
bad ween puide #mt this ogeupsation was expressly provided fer by the ireliminaries

’ of Pense of 1871e o similer autioriey csm ke clited {n the guse of the hakr, sad
She real amalogy im the prosont cuse is the ceewpntion of the lofé bask of the
as provided for by the treaty, and from this no ome has provosed o doparte

ne
5%¢ Turthor, it may be pointesd out that the recovery =fter thy shors empaisn

of an Indesmiiy eguivalent 0 4 milliamis of 20)d markSe={n conslderacle
pereentage of shish evuld be kmsedistely covered im xela amd acaingt which eredilt
was glven for the value of property in esdod terrisories; invelving uo sotual gl
yene iture by Trange beyoud intermal puyments in campengation for the interests of
Preneh nationsls digposszossed jeeis not renily ¢ omparable to the enfopgemont of &
thirtpethpecfold claim sgalnst & somatyy finwnolally oahoeusied by fear years of
sipouncus wirfare spd blockades “he sase «wit- whidh the indemalsy lmposed im 1a¥)
wos pold weg Jargely (e roawlt of the epedis fazllities which Franes wen able %0
ohtulne Gomany hae on he other hond sulfoved fyem = ctmplets ‘mability te obisin
forelgn lowns arising ‘9 a large ¢xtent frvom the lomg peviod which clapsed before
hor reparation liakllicies were dofinmed, smd the world wide wneersalmiy as o her
Al lity te dischergo theme Tatb in epite of this it s fair (o state though lis
s jesty's Covermment are by uo meuns satisfied with the peciormanee that Sersany
bas ia feot pald in respeet of yepavations sad the sost of the armies of ogowpas
tion more stham twise the smount exacied from Fpamee in 1471, ns well aw caasiders
.n.: sums in souneesion »ith the clearing ofriess und midecllaneons sreaty oblie
@ationa. ;

40s The Fronch Govermment aye in error in attribvating to dic Msjesiy's Geve
srament tho suggestieon thst si=ul tanevusly +ith the sdvies 10 o givan €0 Gerauny
$0 absdon paseive pesisiance, the Rubhe sust be made 10 return 2 horssl comiie
tlons or praductions The suggestion made in the British note of the 20th July was
that proposals ghould Do made for the reglopation of the Zubky % She$ conii tion
which will enskble 16 0 boctme am ares oF feulsfal predustion rather than ene of
insersacional serlifee s Majesiy's Jovermmens confeds 50 & genss 97 suwrp ise ohd
disappointsant st she ciffiounities appurently felt hy the French and dolgian Gave
erEmonte in s;recing 6 80 reastmable and 80 sdvaniageous a proee diuge

41ls Althouph inm words of pome Taguomn s It ia inthented that Pronce and Bele
giem =ay vhon satisfisd that pugsive rosintunes g ceansd cousuli to ehter as $o
how far they may fimd Lt posclile &5 lightem the vuwrd n shich vhe military cgcwupae
tlon of the Rubyr lage on the region, not dag tasible 1a sugoested wiich womid held
out any hope of the oscowation beldag broush: L0 sl sndy, cw'n "ol the svoued object
o bresking Sermany's will 30 resist Lus Deom atialnede

43s Hiz ! JesyTs Covermmsut baliswed that they were shoving the fdlless cone
gideration for W position of Francge and Belgium os well ss cnscring the more ofe
footive suoranter of continusd ame stendy saymeats vhen they suggestod that ik ve~
eupstion would mnturally terminate from the mamnt At gunrFsiitees oy pledges loos
soomomicslly humaiul snd =ore aff -etively oroguwetive tlum the occupssion of the
fubhyr shomld have been Bot smmpely .evised amd obtuined but seen 0 be pusisisgiore

ily sperotlnge

4%e Twm this suggestion o met Wy » definise »-lusale Hoih she ressh aid the
Bel iun Jovernm-ute emphatieslly declaors thiat there sl be w0 quwestion o ovatuse
thon exgept In properiion as payeente are mude by Ghe e Joverumente wesplety
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- swsensiion is cpparently moi contemplated wrtil the totsl Oorman roparstion llse
Bility is fmteprclly disshawgeds The reilevated amoungensnls %0 tnis effest,
. eoupled with the inslstence on lesving wadiminished the toksl of 182 millliards of

Sormun inded teduess wnder the Bead of wepurations csm omly be internreted o8 &3 ine

$tention to remsin in secupetion of the Ruhr for = nmunber of yrurs viich &t best

eannot bo legs them 36 (Whis boing the misisme period awer wh

the dabt is spresd ueder the Schedule of Paywen:s) wud which, in v
Sahe ule Relug
n::;tmh'mmum. may be cxtended Dndefimistely, I mot in pere
petultye

44, Swah a situstion of »hich the politienl guite apurt from the ccaomie 2one
segances aonld onty be Jesoriied sz disrotrous cramot Put bo vieved Yy Hig Hie
Jesty®s Soversmtaomit wAth tho grestest ecpcerms A0 womld vividly sonjure up the ‘dube
ger of intermation:l reistiome Boing sffocted inm & manger hrestoninpeeio uge ilm
words of the 13th arsiale of the Cowmadt of the loague of IntiomSests dlstarh ime
tormational peces and the godd waderstandiing betvesn uations unom vhieh peace dowm
penine fis Zajusiy®s GCovermmant esmmst bolieve thasi the Fyomelk smé Belglun Gove
emmnents will bs abls o reamelle the oclnien of the world te ihe inde?inite maine
tessnge of a0 perilome & sitwation. '

g
:
|
§
2
¥
:
%
2
¥

46, im 1% le, the goupation of the Nuyhr is already having dlreetly amd ime
dircatly & grave effect on the cemomie =md indwstiriel ouiisol, not suly Ia Gere
many, Whose oupneitly L0 pay Popurations Is Fendered more wud nore procarliousy but
in the rest of Eurepe, if not the world, snd uot lesst i this cowntrys

46e im tholir nute of e 30AR July Bis Majesuy's Govemmeni forther pwopesed
thet in order te arrive st » esmgrchonaive plam forF o gencral wawd flusl fiasmelsl
settisnemt, fntorerllied discussions should Be epemed #idk o8 litkle delay 98 pode
#ikles The Bolgiem Govermment reply that they =111 be glad te discuss maeh & plun

Govermnast, v 118t questioning ‘he prepriewy i eyparoctly the legality 0f the suge
gontion, sake what cxaetly it mesne =@ whother it will ineluds guestion of ine
teredllied dobtes Uis Hajesiy®s Covermmeont gladly svsil themsolves a¢ this oppore
tan! ty to esplsin thelr sttiiuds on @is subjeete I hove seeordingly e hemor to
enolose & separate memomndum upan ite The main rrimeiple of tiw bkriclah scheme
is thet Great Prisain iz ready, sublect o the fus: clilmg of other purts of the
fmpire, 50 Jlmit bhor demanis for payment by the allies «nd by dermauy ogether to
& ne% sulm spproximasing 13,2 wililarde of gold marks, (his sum represusting the
present velwe of e Pecentiy Yunded Dritish debt to the United Liates Govermusnty
e concessiome videh His rajesiy®s Covermment mey te abls to affer in respres of
inter-illied dobie musi sceordingly depsmd largely om the pereentag: of this sum

#f lied milllavds vhlch they onm pecover from Germsuye Ihey can only be grssted
in & cubstawtive form when the genersl reparation settiemsat for which jils isjes-
ty's Govermment sre prostismy hes beem sgreed uyen, =nd is such that Bl MHajesty®s
Govermment com Togard thely ghove of the Someam poyronts ss = assed 4@ real fie
nuncisl values

2
|
£
;
;
':
H
i
:
:
i
¥
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4% To s end the Cirat atep must Be to fix the saximus sum vhick the ile
1ins cog ressensbly hope %6 Fecover frum Jermsay 9 be followed or accompsmied bWy
aprirgoments which =11l essure he eff etlve Peesstablilichment of Sermany®s flmsuees
and erodit om = soand besls, aad »iil smarentes the punctusl payoent of the Serman
debt by e systam of comtrel free frem the seonmmically wassul impediments imberent
in e militaay sgoupntion of the lwhve
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. &uaus eyupathetiosily the guwation of fwtum secu-ity vith Gelr Alilese
e Belgien Jovermsent vasmly woloume this orffere They will notgy hovewer, Bave
£21l0d o motiGe the Pewwrk of the Fremch Govermment thet the dvjest has nothing
@ 55 @8 vith the Zubre shd the congo uent fustier posipomcment of he dlsgussion :
to an uxnwwd Save in the futures e Delgism Gevermwst will recelicet from te
siseussions of 1922 tsat His Mafesiy®s Govermment a¥o met preyared 3 enter inw
sny uryasgenont respesiing the torriturisl seewrily of Selgiwm apuré from s similay
appungement in rogurd L0 Frange, Lavimg regard 10 dhe aec declsu-red Lwllffedence
af the Trenok Uovermment e wseful purposs eam Yo srved Ly pursulng o satieds

49 ‘he spymment which Les beon put :muhwuﬁmicu—nﬁui
a8 foliews: = ‘

50 Hig Zajesty®s Sovermment have st no time cotemploted snd 4o nOL mew con-
template that Lovmaay siell Be relioved from all ripsrstlon piymestée ney s¥e
doturnized that Sermeny sholl pay, wp 10 the suximas of kor capsoilyy the Popara~
tlon ve ohiah Swvent Briteluy og¢ually with the other Alllod Fowera, is susl dedy
snd -bich is nocded £0 meke §000 the iosses sustolued by Shie evwmtey I comin
=ith bor L1liege '

e RLETES
Sle "hat Gersuuy’s capacily (Or payeent way be is & matter wbich shonid be

dntemmined by ingartial fuquiny 1ato the fagtse it comndt be ssceriuined by ceste
ing up the pmu“mmw‘a“nuumnnnmtm o ask for
wore than Germany®s meximam capecisy cennot apsist im ¢he setxal reacvery ef rops~
ativowe Lt csm only destroy the assete shich Germany can offer & e o lllese

2o force ligaldstion is »ot ihe mes: jwefitable way of makiug Pesovery from = dsdte
o “1lia resouretie ; :

2 It is adpitted thai Gerssuy com ouly make substmatisl pogments 1f by the
pestorasion of tey publle fimance :Bd » ®sabilisation ef rer currensyy s surplus
is made avsilokle for reperstion om hey budgete Lopeever, this surplus wust be ia
s fopm in shich Lt oam be mede availsble for extomal payments sver the foreigs
exchangese CLatersml debis sammot be rald by the colicetion of deprecl ating paper
merkae iu ths view of His Msjesty's Govemment foreidle interfersnce with the ae
conomie 1ife of Gemsany eves if it B comsistent with the Sems of the Trealy of
fersalllos cannot assist Im the necessury wouiorations ¥ot only will be grevent
the weslisation of amy surplus £or repsrssion, tut by iutensiiying the . iserder
af Germam finiuce sui curreneye it will heve SRy gravest resctions on Wwoaise

55 Hie Hajesty's Govermseut, thezefopey Pégund o8 dommed to failure the me-
¢hed parsucd By the Prench spd Belgiam Oovermments Lo swewre paperaticuse Ia spise
ot wholesels scizures the cecupstiem of the iy v by Framge an’ Bolglum Las 00 we~
ed &% gyeat ¢ost luse weeelpbs for the illies, netlably of cond and asle g iam weye
foptasoming Sm the provious yeare Xoredvare His Majesiy's Gevermamat foel that ihe
resulting sitestlon imvolves great nd growin: duager to the peageful trade of the
world smd pot lscat of shls coumtrye Kis Esjesty’s Govermment Pegurd s smslisusnee
o¢ the proscat positiom & fyought with the gravest risks, voth ecmanie amd polie
ticale Thoy vouslder the lmparciel fiaation of Gemmay's IisBilii; a% s figuwe
Bot foccaslstent with her praeticel powsr of mekin, pguent & satter of grest wre
geneys swi thoy have smgcested what ppescs 0 them (0 Be am appropriste mesas to
this ande .

S4e hem Gteps have h@s bosm takem 84 sscertiim the resl valwe of the asest
represonted by Cecmaa Peparatiomsy sha 9 seeura lis poalization without fuwriber
deprecistion, His MjJesty's Sovermant will be weauy 0 dezl 18 gemeresyly se ¢lrs
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cumstsnces permity snd In e light of thelr respestive cupacliiy 0 Iaye with the
énsbis due 0 dreat Dritaln by her rlliese ‘hey csnmov having sogzss ¥e e heaavy

‘ moterinl lopses of this somniyy, oth ¢u-ing sad sinco the wary and &6 We fatare
inx burdene om 180 ipade, admit that other gouniries are Jussified in ciaiming that
the a recd gevesntages of Teparatidm paymenis should new be furtsor rodliled oF
ghunced 1n srder of prioviiye Sut Uiay reamin yrepayed L0 Bk J0F BO BOFO in ro=
spoct of the wery large sums due oy shelr A 1iles Uns willy together wilh reparos
tinn payments by JUmsany, me t ihe urltich wor debt 0 the United Jiales Covernsemie
Their pelley Euks im tuds motier 18 ‘statos im the Frlgish propewcl lsid by Eve Soner
Lo bofogr the Paris Uonderengs in Jawwsyy loabs sua has net ghingede 1LV MRS
that Grost Sritalnm w0ald ke grepared L0 malive, {a the intorest of > cagplelts gon-

epal sestlumenty & very lurge part of the amouns sor wnich the Bricvish lasguper
halds e Jw ob ligeticps of Alilec GoveTEIRuTSe

£, 1& is the bope o His EaJesiyts Savermmal that e steve vapleusiions
will convizee the Prench un¢ Belgiom Govermsents of the Pehsonsblen-ss o e
Brivisk poeition, and will wia helr assont o its agceplangve Teay are rluwlant
v ceomteuplate She possibilivy Shat separate sption may be yequired in ardes
hasten & setilew nt which camncl be wach lenger delayed v Shouwt e yPav Rl SoEe
sequmsaos 0 Lhe rocevery of trode and the peser 92 ks worlde
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The Lemorsndum on Inter-illisd Tebts eforred %o in the above Bote 1s
as fallowss-

s It io ia e opinmion of o Majeuty's covernseut lapeless to deal
satistsotorily with the gwotion of fatersillied Hobts until & better estie
- mate ia made of tho wowals whileh dreat Deitein, on tie one hesd, and hoy
ililes, oa ¢ other, am linly in faet to de shle to woowr fram Gorawy
for rerarmtiome,

8s s Najesty's Govermwnt sihere t ti» polley, whieh their pmdecess ‘

sors have formmily muounsed, of ilmiting Gread Sritain’s toval claim aceinst

hay illied dediors nni Nemmany Sogether to the gmownt neeeassry to Sovey tha

Sritish dadd %o the United Jiates dovernment, whish, ss Weantly fumioed,
say be tamen to be mpresented, on s 5 por cent. dasis, W & gum of 14,2
eilliariy of goid mawes, prosont vaiwe, This basis is almwaiy oxeevdingly

fawurable to the illles a0 the Sritieh debt to W United Siates Covermmat
szumet bo redeocmod on sueh fawureble torms,

3« Thls offer, iu sffect, seame thai Ocat Britaln (Whoess mterial way
Sameges ware not less than omethisd of thage suffored by Zmence) is contont
o fomge ey vighis % mparatlion unley all heads, ask o weat wer own share
::'::- Norasn pye s as A7 1t wers o Wishursow st by hey illies of theiy ‘
o LNy

de Hay, the W tal scowat Tur whieoh e aske Yeom the dlies anl Jowseny

together 48, in 'Cfoot, loss than the mmownt of tle Jllied dedts, beling lisd ted
o the tosul of the Lrltieh Cobt te Y mitd Jistes Joverusat, without ‘
rogayd oithor % loms mised by Gwat Sritein in tie epen e rican navket

or o t valus of @ wvioan securities (vstlupted &b 700,000,000 te
#800,000,000] used to finame the Allied eawse in serica befom tie ontyy

of tie Tnited Jtates into ¥ wap, the loga of whieh, {rum tie oo wpomie

point of wiow, is the ogwivalent of the eontrasting of em egual emownt of |
fomign dsdt, : |

Be Of the sum 0f 14o8 millindi gold wopics, Great vl Gla is amlous to [

RoOVer a8 large a reresntage as possidle frwm dorseny, in orier to bo able
to offar the maximus ssssessiong feasibls in Wawdl 2 (ater-iiliad Sabta,

Buat 1t is ot yossibie for My to prant such sowessisme In 2 pubstantive
fors uniges aul mtis sush a2 wpamiion satilenant Ray dean arsivod ad as
will omable wr %o yege hor share of tie Coman yaymeats e an nsset of
mal finmelal value, His dajesiy's duversment greatly fosy that a porsise
tenoe in the poliay indloated in the /remeh note will =i the pwspeets
of susk & satilasent Yons to,

6o 00 only praotiosl wanser in which, in tis gpluion of iz Lajesty's
Governsent, the mestisn of intersslliod dshte oan aow be sppmcohed, ls
for the illies © agvee in tie firet Instanes wyou Lt maxbiwes sus widek they
esn reassnadly hepe to Meovor frm Cormany. Ben sueh an acmopent hag
boen arrived at, 718 ialsty's Coverpent v il be pepmred (previded that
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te pottlomont lg ench as %o make the Coman shligation s rensonsbly good

asset) So write down, with duo yepmid %o tie different eiroumatames of the

rospentive debtorg, the Allled debts awing to thom, to an wmowmé Mpmweenting
‘ the differense botwoon the switish ghare of t mviged Jermen obligatioon

aafl tie Sritish debt of 14,2 millisrds te tin United jtates Govermmnt, and

aven to sunpider sacapting paywent of the Allied dobés eo wiueed {n t form

of the now Gorpman odligatiom on t® pyimeiples laWl dowm in thevlss prossnted

by Lve Bomar Lae ot the Paris Conforence in Jenawry ¥ oste

7« DBey ssunct, however, sonssal from the Sreach Jovemment the faot that
tais lattar suggestion io less sttreotive fo them then it wns tpx, since the
deterioratisn in the finmelsl prospacts o f Coruawy, remulting, as Sthey held,
from the unvise polisy puvcued by the french snd lelslsn Nowrmusnts, hns
nede ths soouri §r mpresanted Ry Gewmen wyaration bondg mueh more pmearious
{oven 1f ti» Sotal obligstions should be wsdused below the figuro contsmplsted s
bWy Hig da ety s Govarnsent seven months =gole

G fHlo Ne oty 's Gowpsont fool bowd to cbhaeyve in this gconserion that
the willinproas which they asd taly predosssacors have showm o disouss with
the French Jowmument sarmugorents under whieh tin burden of the mensh debdt
to Croat Zritaln night de mitigatod must 20t b interpmted s o waiver on
thelr part of thelr righ e as owdl tow, whish s Pvemol soianly Wy the
sontrasts under wiish L muwey was sivamed axl the sseurities whieh tiey
holde -

e That a Vrensh Soveraneat Tressuzy Lill glven €9 the aritish dovworne
wont for valee meosived ia a less Mnding odli ation than & si=dlisr b1l
given $9 a srivate fawator s o doetrine inaduissible both in iteclf md
wore especia’ly fn view of the eiroumstsaces in woleh thess portloular loms
TIPS VRt Pa lad,

104 The nomal eourse would have hesn for the french Jovernmont $o
appeal divegtly @ she Svitish inawator for ¢w zeco-modation It reguired,
amd that proosdum wag is faet alopted fZor a short pericd sl tUe emsencommt
of tid wan, 1t soon Dacane gpparnt, howwer, thas the Preneh Joveramsut
would He unshle to ralse on its owas oredlt smounts sufficlent to mnot its

ghorling reqal o ate, saol Sho Srtitieh Goverunont stepped 1z and gave ite
own geourisias to the lenior for the awwmta wailsed to cover Fromeh requl w-
ments as woll aw sritlaih, iy this moams tie Jench Gowromnt were able o
borrar lndipsetly fras Srvitish Lleadors both oa less oweyows temss asl to o
larger smount then woild Jave boen possible if $io normal proveducse had besn
followmd, ™e pgments dus on the ench Troasury bills tims sepresent
amvnts wideh the Sritish Twmaswy is in faot pying to the heolders of goou-
vitiep lasusd on behalf of the Fmuoh Tronsayy of walgh the Ffeush Tmasswy
maoelived tha proosada,

1le Thory eug nd swrcstlon whea Vo loars wore mals that tie wpamest
should be dopendent on weoveries frum Cormanye Indesd, during tie greater
part of tho pariol osve of Wy the advanves, the prospeets of any sush
mosvories weme highly prodismatical, "he bills wure nade subjeot to menewal
for 2 Maited period only sfier the ond of i@ way, with the olesr intontion
that a8 8003 a8 /rensh sredit was sufGciently m-estshlished tiwy showld be
podooned ous of Preush Tovermmant losme %0 de melized on the Lonlon mavuet,
the mdomption menay being avplisd ts e samellation of tie Exitish
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aaguritias issascd on Fronsh a0 wate

18. "hile His Hajosty's Sovermewt have, by continuing Lo eusw Lhe

bills boyond the pericd of the eontrsst, ‘aaltly reoopised that the time
has mut past arrived for dving offast to thls inmventien, i% magt ¥ cleavly y
wsiorstond that, in the ahsenee of & new spwonent, the carmying ouwt of it

pomalie an chlizstion of tae Jroueh dowwrmmest Wik enunet hemgurshily de
repudiated, apd thas, in the meantime, (@ presont prectloes of sidisg

intereat ic oaplial cexnet b indefiunitely centinged, aml st & COMNELGE=
mut of paymsad of at sy rate s port of the interest ghounld be made as
sson a8 e storling~fropae gxchacse deemmw o Mmasombly gteble,
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n bty

digarmemont of natims ie frecw@utly vegurded
iiate and ageentlal cofiition of world-wide 70000,
hie is an ormw inlividual safety is mot aseured by
rohibiting Cie manufacture or salo of »evwlivers, sl nelither

will roal pogoe bo cstsblished smong nations by veducling the
means of matusl destructlon, especially sines such reduction 1s
tiporetical rathey than practies leareymnt nust be the
resultant of verious forces, and ot an dject to be direetly
attalmd,

in demograotic stotes goveormed by the will of

fogr of excossly axation - singe modem inventims have
ronderod punitions iweas vwably MoYe OXONB VO =

Laotame of e peasand: L0 Workme i, i the niddlew=

elagses to perform military service, will ¥ e r=-ine roasing

chgtacles 1o smonente
in addition to the horroy inspiyed by the wiholesale
giaughter, the Jorld var hal a furthey im s vbant result in that
1t nroved that wuin lg imevitshle even for the vietor amd that
the hest prepare i begt equipped amy ie nover assumd of
ultinnte guoCens, heese are valushble lessong caleulat 2
the zeal of natlows for TUEWe WalSe
The yeeent uplvaval in ‘urope has momover doet mwyed toe
gbsolute gulporsey of the Ozars and Lhe war awooracy of the
cman sl avstrlan emerors am of the raie s 0f gaytain statos
af lsstom ‘uropte These are importamt factors in catimating the

danger of future wars it ie tre timt the Jaspe rate hatreds le

¢

looae in tie last war have loft nstl molist olizarchices waioh
4

might emstlitute dangorous hotheds, Woro it not that their

influenee is doowed %o disapyear bafore N will of tie UEsSSOB,

e most vowerful seens of massuring tie popula00 el of

=
o
’A
ot




‘ agnlt_‘g.!’
The principal cause of war and armements, however, and

ene often far yemoved from them, lisg in the wmrest end

poverty of the people, It is often casy to induce tie guffering

masses to seine what tiey need from tieir mmw fortwmate neigh-
bourg, lYence tie danger of disturbsnces, to suppress which
Govermments lgy up munitions whioch they nllege te be necessaxy
to guaxd the fromtiorn, loxeover, winn tie people have suffeored
fron prolonged womployment or the scarclly of lasbour 1t is eaay
to persunde tiem that foreign politics ay responsible for this
situation, snd tis mowent is favoursble for tim outbumst of

race hatreds and intomationsl conflict, Howml economic life,

on the othey hand, with tin deve lopment o { remmerative labour
snd comparative progpority, is tie swest guarantee of meal
PODCee
he deve lopwent of general piosperity must not st on the

exploitat im of individusls or the oxoecsive langth of tie wWorke
ing day, but on the constant increese of machinery asi the means
of mom officlient proiuction unler tis mst favoursble hygienie
conditions, One eed only consider ti® case of agriculture and
the smaller industries to realise the omommous waste of human
masole ani life, e danger lies not in over-production dut in
the seareity of instrumnts of payment after a long pewiod of

destmotion of property and suspension of nomal laboure

Exoehalile
e origis in the exchoange is the most striking nanifes-

tatim of contizental warmest, ani to a certaia extent constitmes
a danger signale
it is lportamt tierofore to ascertain the causes, the

effoots and tip romedies of this erisise
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e cost of the way meacied what lave been called

‘astronmionl ' figuwea, since tlay had mever before been kmown
on earthe Te belligerent lt;,tu maiclessly spent their savings
because they folt that tieir very existence depenied on tie
outcome of the war,

For four yoars aml a hal? all production, save the strict
winimam mecessazy to sustain tho elvilian population, was
dewted to tuming out engines of destruotion, anl during that
long period it ceased to de econcmically wseful in develeping
vanlthe

For this magon the taxes oxisting hefore the war browht
in lower retums, and the Govermments nfmind fran vals ing
tiem or ereating new ones in ovior not to alienste or excite the

people, whose momle had to be kept intact to carry the war to

a victorious someliusione
in ovdey to moet ite ilucessant requiroments the Troasury

of each gtate issusd intownal loans slmost contimmlly, whidh
were subscribed from petriotic motives, but also heommse during
the oy such ioars emstitutod tho only possible lunvestment of sum
plus savings or profites left after the pqnm' of war costse
However, the Treasury was also obliged to seeik credits abroad,
ani even to oall upon the Hotional Savkk to igsue mow notes in
oner to sover the pmssing needs of tie atete hy moans of an
oxohange artificiaslly maintained, ior paymm te to be made
abroad the Treasury was obliged nere awl theve %o pledge a
portion of tha y0ld of its bank of issue or to mwalise the
foreign securities of ita nationals, snd wien tieee rosources
vere exhauwted the war hei to be carried on by means of oxedits
granted hy the Pressuries of friendly Powrs,
This finaneinl situation, which during the war was

difficult, if not eriticsgl, wes agsravated after the war by the




‘e

enomons labour entalled in building wp tie devestated yegions

and by the great cost of demobilisation, as well as by ponsions

dus to the wouniéd and to widows and orxphanse Taxes were consider
- ably though grafiually incressed, bub sside from this measure the

sar® procedure was yesorted to as defor in orier to pweure the

nOCe3sAry IeSOUrcdse

fonpgesugneo e
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The offects of this situation wore to be not only
financial, but econumic ani soclsl as well, There was an
enormous deficit in the foreign socounts of a etate; during the
war 1t had ligquidated ite most Lmpo rtant omedits and had cone
.vaoted debts without cover, Cold bullion was little by little
concontrated in states which had been spared by the war for all
or part of its duration, anl this ciroumstance threatens teo
prolong tie disoxder in tie financial bslawe of nations, since
ir niﬁmmmnt camot be made snd ti® balance re-established
by the swyender ofmom gold, 1% will have to be dme by exporte-
ing manufagtured gooda, agninst which the oreditor gtates will
not fail to proisct themselves hy prohibitive custonse

Within tie nation the flaacial balamse ie destroyed by the
di fferonce botwoen. the face volus of the bank note or the state
logn boud and the mmunt of motal, oredit or national wealth
vhich it yopresents, Tokeus of wealth exist in excoss because
they multiplied duwing tle war, whexeas the pro<war wealth hos
beon veduced, in particular by devestation amd hy the liguidation
of oredits or assets nbhroad,

sush a fiaseecial situation and the vesulting deprecliation
of oxchango inevitably ruins natlonal oredity or ratier credit
in the national curvenoy, In the face of cmatant depreciation
tie holder of currency refuses to lend 1t against mepayment,

after o corteln tormg, of the swm face Valuww, which wiil in

.




-

' o ality b0 worth lese, anl » maies haste to pumhase gold
values, that ig, mal property or industrial uniertaxdngs, at
pricas that have no wlation %o the nowml retum, or else he
sonds his capltal abroad to purchese foreign currengy or
securitiose
The depreciation of the exchange, and especially its
fluctuation, maikes living more expens ive, bocause producers,
and mor$ »erticularly rorchants, naturally txy to meke the
gongumey bear the risk of the flustuation, while logiscally they
are bfought to colisot all the profite.
Producers indivilually can adjust thelr affaive to &
rige in tho exchangs, since the effeot on wages ani the
national curvengy is not imwediate; thedr cost price 1s thus kept
down, anl they can suseessfully compete in the world market with
countries whose exchare is nomale
fveryone knowe that t@ imodiate viotiums of the orisie
of the exchanze are not tie property-cwmors nor te produers
nor the morchanta, nor oven the wormon and tonants, Wio have
hoan able to tawe colisctive measuwres to defend tiemselves,
but people of iwlependent mawe and ored itors in or holders
of tie nat jonal currengy. Thus the prineiple of social soll-
darity which imposes on the commmity the duty of compensating
imiividusls for damage incurred until tie conguered nations
have nafe theiy reparation payments, throws tip burden not m the
property-owners a:dl the mmfacturers, who are the principal
parties concemed, but on the people of indopewiont weams, The
latter, in 8o far as they unioretand the situstion, tolerate
it only on the ropeated gssursnce that the orisls is tesporary
gnd thet Gemany will waim reparation in fulli, which will put
gn ond to the prosent siltustiom,
However this may be, it is lmpossidle to ostimnte the
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ecomonic and social effects vhich may ensue even for states not

direatly coneerned,
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In order to emerge from this orisis the solution to sach
problem rust be sought by the mesns distated by truth snd justice
without being diverted by oven legitimate passions, beg=use in
the long run the path of truth and justice is thet of the general
interest, As soom as the Germans understand their duty, which
arises both frem their responsibility for the war and from their
defeat, and especially when they have manifested this sentiment
by a sincere will to pay, & liberal agreemént may be sought with
them in regard to the mesns of freeing themselves and of restoring
their owrrency and reviving their public finsnge, As soon as the
eingerity of fhh will to liberate thomselves is proved by deeds,
the compulsory measures necessitated by the absence of this
sentiment will antomatically disappear, In order %o do this
Yermeny oim and mpst pay her debt by capital operstions, She can
entrust to international companies, or even to national companies
ageinst certain gusruntees, the operatiom of the railways, forests and
mines belonging to the Reich or States, as long as may be neges-
sary for her liberation; she can concede to similar companies
the administration of certain momopolies, and finally she cmm
issue loans secured by her customs and by certain taxes, It
has already been shown, and it might be proved again, that
none of these measures would be incompatible with = budget dbalance
roalized by a system of taxation less onerous than that of her
great neighbours, and currency reform would ensue, since the metal
reserve of the deichsbamk, though redwuged durivg recent months, is
still worth more, at the current rute of exchange, than the inmu-

merable notes issued,
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The German nation has not yet the will to make such

& sserifice, being still precccupied with means of wearing out its
greditors and evading its cbligations, It must be profoundly
convinged that the negessary sacrifices are obligations compatible
with truth and Justice, since they are still less than the
material damage suffered by the sinistrés of the vietorious
nations, %hen this conviction has taken hold of the Germsn
people, the Puropean countries must reform their finanves, otler-
wise social and economic wpheaval will emsue, The first duty of
a atate is to maintain its oredit at home emd abrosad,

In order to asccomplish & lasting currency reform and to
balanege their budgets the states must reduce their foreign dedbt
to nomal proportions, ond must to that end make their tokens of
wenlth or gredit correspond to real values, It is now impossible,
in soeial and financial dealings, to pretend to belleve in the fuge
value of » banknote or a seourity, whem everyome knows that the
real value is only ome-~third or one-fourth of its fage value,
The very faet that everyone is aware of the differemce between
the fage value #nd the real value is sufficient to cause ex-
gessive depreciation, Yermsmy's czse 1s & proof of this phemomenon,
since the permament end Increasing differemce between tho face
value and the real value of the keichsbank notes has csused such
a depregistion that the smormous issue of bankmotes is quotved om
the various exchanges at a sum less than the metal reserve of
the Relchsbank, Moreover, if the State and the public administretions
were oalled upon (o redeem at par the notes isswed during the war
or immediately sfterward they would either find it impossible
or would lay a crushing dburden on several gemerations to come,
Therefore eithor the face value of the paper must be reduged or the
mumber of bills issued must be limited, in order to make the face
value gorrespond with the actuzl wvalue, The m latter procedure

is the only fair one, and vill be necessary
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sooner or later, but it is not within the province of this paper
to discuss the relative merits of the two methods,

As to foreign debts contragted during the war, they must

absolutely be redeemed, oonsolidated or remitted. A permanent
state of ungertainty in regard to these debts is destructive of
eredit and obviates any thoroughgoing financial reform, It is
obviously impossible to open discussion on the loans contracted
with private individusls, since these are purely commergisl
affairs and must, under penalty of destroying all credit, be
liguidated at any cost, even by allemating, if necessary, a portion
of the mational capital, However, in regard to intermstional credit
operations, undertaken to bring the war to & victorious close,
and to save humemity from & formidable bomdage, asccount must be
taken, in their ligquidatiom, of the finaneial capacity of the
nitions and of the ressons which underlay these operations., The
tregtment accorded to a conguered nation that deliberately des-
troyed mines and fagtories in order to overcome legitimate
economic competition, cannot be asgcorded to sn Allied nation

that has insuived AaBY for the purchase of guns to stop the ad-
vange of the common ememy, In such ciroumstances the debt of the
friendly nation must be paid out of the surplus of the balance of
agoounts, Her means of production camnot be taken from her, nor
can she be forbidden to import the commodities necessary for the
normal existence of her people,

Intervention of the United States,

In conclusion, the finameial revival of continental
Europe has not yet commemeed, and the ground is seargely cleared
for the erection of & mew structure, The states vhose finances
are still sownd are undergoing sm eoconomiec orisis all the more
| serious singce the cost price of their péducts is too high as
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compared with that of countries with depreciated exchange, and in
particular because buyers are lacking, the latter countries
having beocome more and more incapsble of making purchases,

America has already intervemed to save Europe from
military bondsge - will she not intervene again to avert a
finaneial, economic, and perhaps soclal catastrophe? She will be
driven to take this stép not only by her humsnitarian ideals, but
by her interest, vhem she has a full wnderstanding of the
efficagy of her assistance, It 1a to her intercat to save all that
cén reasonably be recovered out of her Luropesn oredits snd to
maintain her right to loock for the support of Lurope in case of
attack from the other side of the ocean, smd in particular to de
able to gcount on collaboration which under certain oircumstences
may be negessary and valuable.

American assistance in EZurope might take two formsg; on the
one hand private Americam capitel might be offered to sid Germany
to ereate securities which she might assign to the psyment of her
debt, and on the other this capital might be offered to the illied
countries in order to enable them to consolidate and pay the debts
they contragted during the war and immediately aftergard,

This assistance from private establishments should be

preceded by an examination by Amerigsn experts, free from all
pelitical prejudice, of the balance of secounts of esgh of the
debtor states, their resources and their potential factors of
produc tion, Such & labour would be free from sll suspieion =nd
prejudice, and might have a determining influence on the ligquida-~
tion of internsatiomal interests, M other words, the financial
revival of Europe ¢:n take place only by the immediste mbi}lu;-
tion of Germany's reparation debt by means of congessions on her
railways and private domains, and of consolidated loans

secured by her customs duties =md certain monmopolies; the 1i-

quidation of the war debts of all the debtor states




should epsue, after an enguiry by experts im which the United

States, as principal oreditor, should take the initiative.




Al STEn BALDHIN IR BR1TIGH

JULY 1&th, 1928,

It cannot be made t00 clear inm the intercets ulike of the
‘owors concerned si’ of any whe may hope to profit by exploiting
¢ifferences between them, that the sole groun: of poseible divere
genoe is a8 t0 the noet effegtive means ¢0f reaching the ends whiech
are vital to all, and upon wrich all are in agreement. ihese
ends are, &g they have remained throughout, the peyment of ree
parations and the recovered seoouri ty of Zurope. “e ensure them
the illies have grudged nothing in the past, nor will they grudge
anything in the future. Thio responsibllity is scknowledged,
end ie shared in equal messure by “range, by Italy, by Selgium,
and by ourselves. ferhape 1t muy he held to evolve in & more
speclial meagure upon the “rench =nd Dritish netions by virtue of
the groat sacrifices which they made side by cide in the yeours

f trisl, by the intimsoy of fect and memory which unites them

today, and ot lcast by the experience which these two ancient
civilizatione have shared throughout the centurbs.

L sinilar communmity of thought and sotion binde ue in
the present emergency to our other illies, whose interests are
in ro respeot ‘ivergent from our own. In the ocommon desire for
gettlement and pacification, and atill more for no further or
unrecsonable delay, we can epeak together frankly =cd with the
full comprehension of partners bound Ly &n equsal destiny to the
gtme tosk,. he whispers of intercated partics ceamnot tve allowe
ed on cither side of the Chennel or in any part of -urope $0
defleot us from that duty by any reservations, or by cerefully
foatered misunderstendings,

{n al! thset we are sbout to say or to do hie Enjesty's
Overment sre noved, ae we know the heurt of france to be moved -
end the same applies egually to our other illies -~ by the single
desire thet zoo0d will between the nations who hove endured to-
gether shall be maeintained, and that each shell obtein what is
her due,

. NP e . 2 S PO — 4
S e NS 2% ) o LATALAL E s ) 2 .‘GY.
——

i@ &re ap detemired as any of our Allies that Germany
shall make reparat ion for the damages done in the Srest ‘ar up
to the Mlleet extent of her cepacitye @ hove never wavered
on this point; 1 do not balieve t «t our people ever will.
indeed, we go Turther, and we are ready, os we haove gaid on
many cccussionsg and sg was repeated in farie in Junuary last,
t0 use evary meagure t0 gompel Cerneny t0 psy up to the amount

of rer oapacity. «¢ are gonscious, howcver, 8 & businese na-
tion thet 1T we ssk “emmany to pay in excess of her ocapucity we
ghaell not sucoesd. @ and our £l11ies will be the maln suffer-

ers, and we are firmly convinced that methods which cam only re-
Tl cin the ruin of sermany will be fatel to this country, to our
t‘[%://fraser.st ggrg/ end to tre Y«’hOlG of ~uropee
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: ‘rors the begimming we have maede it clear that, in our

.__ g opinion, the oocupation of the jubr was w0t caiculsted to produce

the meximun smount of reyeration payment for the Alliee. Iin Jan-
uary we made in Farie an offer which we regerded as & very gen-

B erous settlement in oxder to avoid what seemed to ue to be an

._economic dissster. Thut offer wie rejooted by our Allles, and
gince then we have stood aside animated by & spirit of sincere
loy=lty to t’e allisnce which has been, srd continues to be, in
our opinion, the main seourity for Luropean pesce. sany of the
conseguences which were then snticipsted are in course of fule
filmente 7he Allies are obtaining less repuration than they did
before the ocou ation. “hat reperation they are recciving is
being exscted 2t the price of the growins dislocation of the Cer-
men ogomomic system =:d, &g seems probable, of the future total
collapse of that cystem itedlf,

The French asnd Belgisn sovernments sesure us that thelr
sole objeot in ocoupying the imhr is to secure the payment of re-
porations. If that be so the difference between us is one of
method rather then of aim, but we are convinced that an indef-
inite continuat ion of this state of affairs i fraught with zreve
perile OCemeny herself sppears to be moving fast towrds eoon-
omiec chzos, which mey itselfl be succeeded by social and industrial
raine The loesl popunlations are, in mony csses, suffering se-
verely, and there sre genuine apprehensions of & shortage of Toode
Lor is this & situstion that oongerns Gem along. in progor-
tion as the produotive power of that country ie exhausted, 80 does
the recovery of her credit and the payment of her debts recede into
& dimmer dietance. Iwvery country in -arope is paying the price
for thic condition of affelirn. Ope gountry pe s it in & steadlly
falling exchanse, snother in diminished trade, o third in inoress-
ing unemployment. if we were czlled upon i state or to defend
the ocase of our own country slonc, we gould, without difficulty,
demongtrate the serious effeot that heg slready been produced up-
on British trade.

In spite of very sreat czpenditure by the <tste (the fi-
sare is come 3400,000,000 sterling si: ce the <rmipstice), we still
tave unemployment on & large soasle im thie country. Lot only
does our devastation oontinue instead of being repaired, but it
continues increasingly as tre moral effeots syread am our peo-
rle. ‘ublie opinion throughout . urope, and not least in Crest
Britain, is becoming more end more sensitive to these conditions
end alamed at their continuance. it ie not too much to say that
the reeovery of the world is in damser, and that pesce, for which
g0 many saorifices were borne, is at stake.
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P It is in these ciroumstances that the necessity for S0~
“tion hes been incressingly impressed upon his Hajesty's Governll-
“mente The exzchange of ‘riemily conversations, useful as they
are, does not aprear to lecd in 211 csses to positive resulise
1t is becoming evidence that the attitude of the prineipel par-
tiep concerned must be more ¢learly definede. 1f the situation
hes been st all eorrectly described in the preceding parsgrapks,

it camnot be left to right iteelfs

There will, 1 belicve, be generel egreement to these
propositions -« that the period of confliot ghoulé &g so0n &8
possible be temminsted; thet the irdefinite ogoupation by one
oountry of the territory of smother in time of poace ig & rhe=-
nomenon, rare and regrettable in iteelf, to which an ronourable
end should as soon sg possible be Tound; that the debtor shounld
pot merely be ealled upon to pay hiso debts, but should be pluced
in a position where be can do s0; thet his capscity, where it
is in coubt, should be tested and determined; and that united
efforts ehonld be made to secomplich those ends.

resee will pot finslly be obtained and recovery will
not be ensured until a solution has been foun:/ t0 three greast
mestions. They sre -- (1) the payment of reparat lons; (Z)
the settiement of imter-:llied debte; and (3) the secuxd ty of &
paeified ‘urope. It is to theee guestions that the attention of
the worid should be turned.

In the pursuit of these aims his iajosty's voverment
are o far Trom desiring to deprive Jrance and Selgium of thelr
legal olsims thst they wish to assiet them in their realization.
our desire is for advence, if it can be made, and for finality,
if it can be attained. ‘nd in these aspirstions, oe well &8
in our view of the zeneral situstion, wo sre hopeful of obtain-
ing the concurrence of france and Bel:ium, no less than that of
Italy. Indeed we have every raesson to belicve that the views
of the Italicn Govermment are in substan igl sgreement with our
oWlle
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dhet, then, are the steps vhick we think ought to be
taken? <The <ermen lote of Jume 7, imn reyly to & definite sug-
zestion which had been sddressed to the Jemen Government, pro-
posed an investigation of Jermany's cepacity to pay by &n impar-
tizl body, couplsd with an ergagement to pay the amounts detor-
mined in the momnner thet might be roposed. it further conteine
ed the offer of & series of conorole suarantees. e do not think
that these suggestions, whether they be adequate or mnot, ghould
be ignoreds #g are unable to saree that o go:respondence of
t:ie nature upon matters affectin: the interssts of all should
be wholly one-gided, or that proposels, whioh muj be found %o
Digitized for F ain in them the gems of & possible gettlement, should be
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¢ hold that they should be examined and explored in
order thet we may discover whether there lies within them the
prasibility of progress. Unierstending thet the Fremnch and Bele
gien Covernmente are not disposed to take the initistive in sug-
geating a reply -- although we would «sledly have weloomed any
such action on thelr part ~- we heve informed those Covermments
as 210 the Italian Jovermment, that we are willin: to assume
the rceponeibility of mreparing adraft reply ourselves. adher-
irg, however, as we do to the view whick we exyressed on the last
ocoasion that united asction iz better than :erarste or isolated
segtion, we pkell eubmit the reply with the least poseible delay,
to our :llies, for their considerstion ané remarks, and we in-
dulze in the hope thst we mey be able to arrive at sn agreement
with them ag 10 the teme. bat the exac' nature of the reply
shOnlq be 1t will be premature to discuss at the present stage.

In formulating these views, his ¥alesty'e Sovermment
gre not without hepe thet they may be expressing Allied senti-~
ments as well &g their own, ve do not believe that in princi-
ple we are widely serarated, if at all, from them. iivergence
of method ghould not be incapsbl:s of reesolution. 20 far as
united action 18 possible, we shall contime to pursme it, a8 we
have endeavoured to éo all along, and we shall confidently in-
vite the sympethetio consideration of the whole of our sllies
end of all interested States to proposals whick will have no
other alm than the pacification of Zurope and the recovery of
sn exhausted world.
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