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ERRATA:

Page 19, table ~ United States: Gross National Product and
its Disposal 1939-44,
instead of:
2. Private outlay for goods and services:
_... Capital formation . .

~ Consumption . . .

read:
Consumption . . . . 61.7 65.7 74.6 82.0 91.0 975
Capital formation . . 10,9 146 19.0 75 2.2 1.8

Page 20, paragraph 1, last line,

instead of:
{8th August 1945)

read:
(15th August 1945)

Page 152, lines & and 9,

instead of:
31st March 1944

read:
31st March 1945
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FIFTEENTH ANNUAL REPORT

announced at the

ANNUAL GENERAL MEETING ‘
_ of the
BANK FOR INTERNATIONAL SETTLEMENTS
' held at
Basle, 11th June 1945,

Gentlemen,

| have the honour to submit herewith the Annual Report of the Bank
for International Settlements for the fifteenth financial year, beginning 1st April
1944 and ending 31st March 1945, The results of the year's business opera-
tions are set out in defail on page 147. The surplus for the year, after
~ provision for contingencies, amounts to 4,429,562.41 Swiss gold francs, The
Board of Directors decided that, having regard to the exceptional circumstances
at present existing, it is necessary fo make the maximum possible provision
for future contingencies and, consequently, they are unable, at this time, to invite
the Annual General Meeting ‘‘to make appropriations to Reserve and to Special
Funds; and to consider the declaration of a dividend and its amount” as
foreseen in Article 48 (b) of the Bank’s Statutes. The surplus of 4,429,562.41
' Swiss gold ‘francs has been transferred, . therefore, to a Special Suspense
Account 1944/45. At the end of the year the balance-sheet total was 458.7 mil-
lion Swiss gold francs, as compared with 467.3 million Swiss gold francs on
31st March 1944, ’ :

In the year under review the Bank for International Settlements con-
tinued to pursue the policies announced in its previous Reports. These have
enabled the Bank to retain the confidence of the institutions with which it
remains in close touch. '

* ®
’ *

The fourteenth Annual Report of the Bank for International Settlements,

which, as far as the Bank's own operations were concerned, covered the period
from 1st April 1943 to 31st March 1944, was released in the spring of 1945, i. e.
with a considerable delay. The delay, it should be explained, was solely due
to the fact that the monetary and economic review took longer than usual to
prepare, and for this there were two distinct reasons:

Firstly, in order to meet, as far as has been feasible, a universal
demand for information at a time when most other reports of a general
character were no longer issued, the monetary and economic review has
become much more comprehensive, '



Secondly, it has been much more difficult to collect the necessary
information and in particular to select the most significant data and check
thelr accuracy. Moreover, the task of commenting upon the tables and
the graphs, and, as far as possible, formulating some general principles,
has demanded much more work and care than would normally have been
the case,

The drawback inherent in delay has, however, been ofiset to some extent
by the fact that the fourteenth Annual Report, which refers to the business
activities of the Bank up to March 1944, contained, in its monetary and economic
review, material for the two years 1843 and 1944 — most statistical and other
data being brought up to the end of 1944.

With a view to returning as soon as possible to peacetime dates of publi-
cation, the Bank is now issuing its fifteenth Annual Report, containing a
review which seeks to give, within a relatively small space, a general picture
of the monetary and economic situation and, in addition, a statement on the
Bank's own operations together with 'a comparison between the chief items
of the Bank's balance sheets on 31st August 1939 and on 31st March 1945
(cf. page 153).

The war in Europe came to an end in May 1945 through the unconditional
“surrender of Germany, but a return to civilian life was not achieved all
at once. Apart from the fact that the war in the Pacific area continued to
gather momentum in the spring and summer of 1945, thus requiring increased
supplies and making heavy demands on the available tonnage, Europe was faced
with many tasks, including the collection and transport of prisoners, movement
of displaced persons, rearrangement of military formations and restaffing of iocal
and other administrations, all of which was time-absorbing. The tempo of such
demohilisations as could be allowed was thus affected by a shifting of the
war -effort from Europe .to the Far East, which complicated matters. And in
August 1945, when the Japanése Government accepted the terms of the Potsdam
Declaration, including the unconditional surrender of all the Japanese armed
forces, and the second world war was thus brought to an end, the measures
taken to redirect shipping did not at once alleviate the existing tension, but
shortage of tonnage remained a major difficulty, intensified by the need of
repatriating millions of soldiers over great distances.

It stould be remembered that, as'a_ rule, demobilisation presents greater
difficulties than mobilisation, since the conditions under which it will occur
are far less easy to predict, and each step must thus be adapted to the cir-
cumstances of the moment instead of following a carefully prepared plan. So
it happened that, for the first three or four months after the fighting, had
ceased, the movement of goods from one country to another in Europe was
well below even the low level attained dunng 1044,

But life did not stand stili: bridges were rehuilt, roads 'repa'ired. 'a_nd rail-
way services restarted; the first and foremost bottleneck which had to be
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overcome was clearly the breakdown of the communications system, In each

individual- country and area it was necessary to take stock of the supplies

in hand, present and future requirements, and the possibilities of meeting the
essential needs of the population. There were some general difficulties which
affected almost all countries, but there were also special problems in each
area; for the main legacy left by the war was not the same everywhere.

Legacies of the War in Individual Countries.

In the areas where actual warfare was waged material destruction
has been incomparably greater than in the last war. A considerable part of the
U.S.S.R. was ravaged first during the advance and then during the retreat
of the enemy. Though the loss of life has been very high, the population of
Russia is so huge that the country's strength in this respect will not long be
impaired by war casualties. The most obvious wound is the destruction of the
industrial areas west of the Volga., With hard work and the aid of enforced
saving, the Soviet Government succeeded in attaining a high rate of indus-
~ trialisation in the late 'twenties and in the ‘thirties; and at the same time
Russian agriculture was largely mechanised. For the reconstruction after this
war technical skill is available in a higher degree than a guarter of a century
" ago; but, for the equipping of new industries and rebuilding of old ones, a
large volume of savings is required. In the collective system applied by the
U.S.8.R. the need for “‘abstinence” or “‘saving’’ as a prerequisite for economic
progress is not questioned. The volume of savings required may, in Russia
as elsewhere, be obtained wholly within the country or partly from abroad,
as proceeds of credit operations and of reparation deliveries. From the time
of . the revolution in 1917 the Russian people have set their hearts on trans-
forming their country as quickly as possible inio a technically up-to-date
economy; how to restore conditions propitious for a renewed industrialisation
without too much pressure on the standard of living would seem to be the
main economic problem facing the U.S8.S.R. in the immediate post-war perlod.
-Past industrialisation is reflected in the growth of the urban population; in
1900 the inhabitants of towns represented less than 13 per cent. of the total
population, rising to 18 per cent. in 1914; after a setback to 15 per cent. in
1920, the -proportion reached 33 per cent. in 1939.

The countries with frontiers running from Finland to Greece show a great
variety of conditions, Three of them — Finland, Hungary and Roumania —
each agreed to pay $300 million within six years (i.e. $50 million a year) as
reparations to the U.S.S.R., the liability being defined in terms of specified
commodities.* ' '

®* The deliveries to the U.S.5.R. are valued at 1938 prices with certain additions, such as 10 per cent, for
forest products and 15 per cent. for other products in the case of the deliveries by Finland. Dellveries in
arrears are subject to a penalty imposilion of 5 per cent. per month, payable in kind. It should also be
mentioned that under the declaratien of the Potsdam Conference dated 2nd August 1945 the reparation
claims on Germany are partly to be met "“from appropriate German extérnal assets'’; and in this connection
the LLS.5.R. has a claim_on the German assets in Finland (as alse on Bulgaria, Hungary, Roumania and
Eastern Austria, cf. page 12).
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Of the three countries Finland has suffered the least material destruction
but has lost about 7 per cent. of its territory and 12 per cent. of its natural
resources, while it has to find occupation within its reduced area for some
480,000 persons from the ceded territories. Normally, 80-90 per cent. of Finnish
exports consist of forest products, i.e. of commodities in great demand on the
world markeis, After reparation deliveries (in all $100 million in forest products)
have been met from the still subnormal output, the remaining exportable sur-
plus will constitute Finland’s most valuable asset in its commercial relations
with other countries, several trade agreements having already been concluded,
e.g. with the U.8.8.R., the Unijted Kingdom, Sweden, Denmark, Iceland, etc.
After the armisfice, credits amounting to S.Kr. 230 million were obtained from
the Swedish Government; and further access to foreign credit markets is
being sought. In Qctober 1945 it was announced that the payment of Finnish
reparations to the U.S.S.R. would be spread over eight instead of six years,
by which the amount due would be reduced from $50 million to $37% million
a year. Finland's real national income ls estimated to have been about one-
guarter less in 1945 than in 1938, whereas the decline in the volume of pro-
duction of the export industries was by 60 per cent. (as shown in the graph
on the opposite page). ' '

Hungary, reduced once more to the frontiers of the Treaty of Trianon, is-
faced with considerable changes in its social and economic structure, especially
in the agricultural sector.- To meet the reparation liabilities and to provide
employment, as well as a decent standard of living, for a growing population, -
particular attention must be devoted to industrial activities. It is interesting
to note that in 1939, for the first time, the volume of industrial production
attained a higher value than the whole agricultural output. Great difficulties
are experienced in preventing inflation from causing chaotic conditions; by
the heginning of November 1845 Pengd 30,000 (instead of Pengd 5 as before
the war) were paid for one U.S. dollar in the open market.

In comparison with its 193¢ frontiers Roumania has lost one-fifth of its
territory and about the same percentage of its resources. The destruction
caused by actual warfare was in some districts considerable but a great part
of the country has escaped with only slight damage. With railways in not too
bad a condition, Roumania was the only Danubian country spared a general
transport chaos.* In the past Roumania’s chief exports were a limited number
of bulky products — wheat, oif and timber; and for a part of these products
a market will presumably have to be found again, in western Europe in addition
to the commerce with the U.S.8.R. — hence the importance for Roumania of a
general recovery in foreign trade. Unfortunately, the harvest in 1945 was much
below normal, being in- particular affected by the severe drought which in the
summer of that year afflicted large areas in the south and east of Europe
and alse parts of North Africa. in consideration of this calamity, the Soviet
Government agreed in September 1945 to deliver to Roumanla 150,000 tons of
wheat and the same quantity of maize, to be returned in. the years 1946 and

* In comparison it may be mentioned that, aceording to declarations by the Minlster of Commerce In Budapest, .
the Hungarian railways were In the summer of 1945 reduced to 1818 per cent. of their pre-war capacity: -
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1947, plus an addition counting as interest; under the same agreement, more-
over, Roumania’s reparation liabilities were somewhat reduced and various
steps were taken to increase the country’s stock of railway material, etc.

'Three other countries — Poland, Yugoslavia and Greece — have suffered
greatly through actual warfare, while Czechoslovakia and Bulgaria have been
less affected.

In Poland some industrial districts were able to resume their activities
with only slight interruption, if any. Changes in the national territory, the loss,
by premature death, of at least three million of the inhabitants, transfers of
ownership of property, as well as complefe disorganisation of most private
and public services, make reconstruction difficult; but though most of Warsaw
and some other cities has been destroyed the basic wealth of this largely
agricultural country is - still there unscathed. The first task has been a re-
equipment of national services and ‘a restoration of law and order; agricultural
reform is being carried through; agreements have been concluded with the
U.S.5.R., Sweden and some other countries for an exchange of commodities,
Poland undertaking, in particular, to deliver certain quantities of coal and coke.

Heavy loss of life has also been suffered in Yugoslavia along with much
material destruction; over 10 per cent of the 1939 population of about 16 million
have been killed; about one-fifth of the country’s 2.6 million houses have been
wholly or partially destroved. Yugoslavia possesses great mineral wealth, which
it is intended to bring under state ownership or control. One of the most
immediate tasks is obviously to achieve a political and economic reorganisation
with due allowance for the diversity in linguistic and social conditions in the
country — such a. reorganisation being one of the prerequisites for the
establishment of a sound credit basis,

Greece has, since ancient times, been relatively poor in natural resources
and has therefore had to make a living by such activities as commerce and
shipping. Unforfunately a restoration of monetary confidence after periods of
wild “inflation is no easy task; but an orderly resumption of foreign relations,
including transit trade, is of vital importance for the earning capacity and
consequently for the standard of living of the Greek population. Losses during
‘the war have been extensive; ships and houses constitute -the most |mportant
items among assets actually destroyed,

Bulgaria, in contrast to Greece, derives its main income from the land,
and this is cultivated by the peasants in a manner which has been relatively
unaffected by the war; nor is any great change resulting from the agrarian
reform since this touches only a relatively small proportion of the country’s
landowners.

Cze'choslo_vakia's losses during the war were partly due to the occu-
pation, but even more extensively to the suppression by Germany of the Slovak
rebellion and to actual fighting in the later stages of the war. Rallway tracks,
bridges and tunnels were largely destroyed all over Slovakia and in part of
Moravia; and in most parts of the country herds, for instance, have been
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reduced by 40 per cent. or more, The country is faced with problems arising
out of the changes in its political, social and national structure connected with

“transfers of population; and it cannot regain real prosperity without an active

foreign frade.

Austria, which again becomes a separate state with approximately the
same frontiers as under the Treaty of St Germain, suffered serious war
damage in the eastern part of the country, including Vienna itself, Separation
from other areas and large-scale interruption of industrial activity, together
with inflationary tendencies, brought economic life fo a low ebb, Gradually the
demarcation lines between the different zones of occupation have been made
less rigid and measures are being faken to restore a unified economy and
an orderly monetary system.

In ltaly, with its island territories, war was waged for two years, result-
ing in great - material destruction and disorganisation of essential services,
more especially as the country became divided into two areas separated by
the battle-front. According to different investigations, between 16 and 20 per
cent. of the country’s domestic wealth in private ownership was lost in
the war. Both in the rich plain of the north and.in the southern part, moreover,

the prolonged drought reduced the 1945 wheat crops by about one-third,

actual production being 4 to 4% million tons as compared with requirements
totalling 71% million tons. Densely populated [faly will, indeed, need sub-
stantial imports of foodstuffs in addition to supplies . from abroad of such
materials as coal (normally imported at the rate of 12 to 15 million tons a year),
cotton and wool for the textile industry, pulp for the manufacture of paper and
artificlal silk, as well as iron and other metals, A speedy reorganisation of

the means of .communi-

_ o ltaly: - cation and of foreign
Occupational Distribution of the Population. .40 is for ltaly, even

1911 . 1936 ) more 'thgn for other

Groups counfries, a necessary

| Numbers % Numbers % condition for return to

‘Agriculture . . . . .. 9,088,000 56 8,756,000 43 even a moderate level
Industry . . ...... 4,368,000 27 5,375,000 29 of welfare.

Commerce and : .

communications . . | 1,366,000 s | 2207000 12 Nearly one-half of the

Othars . . . .. .. .. - 1,851,000 9 2.,00?,000 17 ‘tanan popu'aﬂon is en-

Total employed . . | 16,371,000 | 100 |18345000| roo gag:ad n agrlcu-lture -

Total population . 34,681,000 | & |azesso00| @ a higher proportion than

in most of the coun-

('} Including the new 1errltorles Incorporaied after the flrst world war, H i
] ?';'“h 2 30{.-ul?ttlgn t:: }mof)ﬂln — loyed in 1911 and 43 t fries In Europe and the
ot cent. of the total population wera employed in an er cent. :
In Jose. pep ploy P Americas.

In Germany material destruction, continued for nearly one year after
the defeat in France, has obliterated large parts of the capital and other main
centres of industry and commerce, and the highly industrial regions of the
west have been particularly badly hit. Even so, not more than 30 per cent. of
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the total industrial capacity would seem to have been lost through damage in
the war itself,” and this is of importance since industry proper (that is to say,
exciuding the ordinary handicrafts, repair shops, etc.) provided directly in the
past over one-fourth of the country’s total employment, fully one-half of the
national income and almost all the export products (including about 40 million
tons of coal a year). ' :

in- addition to the. reparations to be taken by the U.S.S.R. from its own
zone, the U.5.5.R. is to receive from the Western Zones a part of such
industrial capital equipment as is unnecessary for the German peace economy
and is to be removed from the Western Zones, viz. 10 per cent., without pay-
ment, and 15 per cent. in exchange for an equivalent value of food, coal,
potash, zinc, timber, clay products, petroleum products, and such other com-
modities as may be agreed upon, The amount of equipment thus to be re-
moved from the Western Zones on account of reparations must be determined
within six months from the date of the Potsdam Conference and the removals
themselves are fo be completed within a further two years.

It is only with exports of industrial products that Germany can pay for
its imporis of foodsfuffs and raw materials and provide for reparations, in
addition to those made available through the removal' of such industrial
capital equipment as is unnecessary for German peace economy and the
‘transfer of appropriate German assets abroad — both forms of contribution
representing capital assets, the total of which is necessarily limited. In the
restoration of financial order, an immediate task will be to balance domestic
financial accounts, including not only current expenditure for the country's
own public services but also the costs of the occupying forces and the

* There has also been great destruction of dwelling and other houges in practically all Germany's larger towns
and industrial centres, In additton, most of the mercantile marine was already lost during the war, while
the domestic transport system was almost wholly disarganised and could only be very gradually put into
working order again. in the agreement reached at the Potsdam Conference (published on 2nd August 1945)
on the *‘economlc principles 10 govern the treatment of Germany in the initial .control period®, the following
provisions were, inter alia, adopted:

“41, In order {6 eliminate Germany’s war pofential, the production of arms, ammunitlen and
fmplements of war, as wall as all types of aircraft and sea-golng shigs, shatl be prohibited and
prevented. Praduction of metals, chemicals, machinery and -other items that are directly necessary to
a war economy shall be rigidly controlled and restricted to Germany's -approved post-war peacetime
needs to meet the objectives stated in paragraph 15. - i

Productive capacity not needed for permilted production shall be removed in accordance with
the reparations plan recommended by the Allied Commission on reparations and approved by the
Governments concerned, or, if not removed, shall be destroyed. :

12, At the earfiest practicable date, the German economy shall be decentralised for the purpose
of eliminating the present excessive concentration of economic power as exemplifled in particular by
carfels, syndicates, trusts and other monopolistic arrangements.

13. In organising the German economy, Prfmary emphasis shall be glven to the development
of agriculture and peaceiul domesiic industries." .

In *'paragraph 15" it was, in particuiar, laid down that '“Allied controls shall be imposed upon
the German economy but only to the extent necessary:

a) to carry out programmes of industrial disarmament and demilitarisation of l:eparations, and
of approved exports and imports, o

(b? to assure the preduction and maintenance of goods and services required to mest the
negds of the occupylng forces and displaced persons in” Germany and essential to maintain in
Germany average living standards not exceeding the .average of. the standards of lving of European
countries, (European countries means all European countries excluding the United Kingdem and the
Union of Sovlet Sociallst Republics,) . i

(¢) to ensure in the manner delermined by the Control Council the equitable distribution of

tlal ¢ dities beh 1 the several zones $0 as to produceé a balanced economy throughout
Germany and reduce the need for Imports; .

: (d) to control German industry and all etonomic and financial infernational transactions,
including exports and imports, with the aim of preventing Germany from developing a war potential
and of achleving the other oblactives named herein; .

()} to contrel all German publlc or private aclenfiflc bodies, regearch and experimental Ingfltu-
tions, laboraiories, efc., connected wlth economic actlvities.” . .
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German Industries 1936: Employment, Qutput and Exports.

Groups of Industries Persons employed Net production Exports

Number % Million RM 2% Million RM %

. I, Minlng - Synthetic motor fuel,
fubricants, extracting of tar - lron
works - Non-ferrous metals indus-
try = Foundries = Iron and steel
manufacturing industry {heavy) -
Mechanical engineering - Steel
and iron construction — Motor
and cyele industry . ., . . .. 2,354,000 30 10,701 3! 2,203 48

. Electrical equipment industry -
Optical and precision instru-
ments - Manufacture of metallic
goods (lighty . . .. .. ...,. 614,000 &8 2,642 8 635 14

Chemilcal industry —
Applied chemisiry (painis, dye-

stuffs, linoleum ete) . . .. . . 271,000 3 2,276 7 624 13
IV. Taxtite Industry - - ' . :
. Clothing industry ., . . .. .. . 1,142,000 i4 3,584 L) 518 1
¥. Building industry etc. . . . . , . 1,220,000 i5 4,267 12 o 4D H
VELOthers . . oo v v s w v u v .. | 2349000 30 10,707 a1 602 13
Total for all In_dustrles Vo 7,850,000 | © ro0 34,186 100 4,618 oo
Total of persons employed . | 31,500,000% - . . . .
Total national Incomse. . . ., - '- 65,000 .
Tatal gxports e e e e e e . . . . 4,768

* Including about 1,300,000 in domestic service - but excluding about 1,500,000 unemployed. In 1835 about

- 8 million were emﬁloyed in agricullure, nearly 5 million in handicrafts, about 5% million in trade and com-
munications and about 224 million in rublic services. Providing, as it did, most of the means of exchange
for commerce, industry formed the basis for much of the Income earned by other groups and, in particular,
by thase engaged in frade and communications.

payment of reparations, whether-in-kind or not. Since sufficient public revenue
cannot be collected unless the economic activity of the country is resumed,

‘the' economic and financial aspects are closely linked together.

Though the damage suffered by France through intensive bombing and

“prolonged warfare has not, for the most part, been conspicuously great, an

official enquiry has shown that the losses due to the war and the occupa-
tion have been higher, both in lives and in terms of material wealth, than had
been generally expected. One reason is that this time the destruction was not
localised, as in the 1914-18 war.

The national product of France, which had shown an improvement in
1939 and during the early months of 1940, fell progressively in the course of
the occupation, until by 1944 it had been reduced to one-;ﬁglf of the 1938
figure, Consumption for civilian purposes also fell to about one-half of the
1938 volume; in spite of this marked contraction, however, the burden im-
‘posed by the occupation had to be met not only by postponing expenditure on
‘maintenance and repairs but also by loss of industrial equipment and depletion
of stocks, i.e. by a domestic disinvestment, the total value of which is estimated

‘at about Fr.fcs 500 milliard in 1938 purchasing power. With -the addition of
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France: Estimate of Losses due  Fr.ics 50 milliard on account of foreign
to the War and the Occupation. disinvestment and Fr.fcs 460 milliard

on account of actual destruction,
Values with the purchasing power of 1938 ‘f,'fmmanrf: total capital losses amount to around
' francs Fr.fcs 1,000 milliard in terms of 1938
purchasing power, corresponding to

Physical damage, i.e. property damaged

And [0St . oo b e 756 U. 8. $27 milliard* at the rate of $1 =
Budgetary expenditure for war . . . . . 205 Fr fCS 34.65.
Cost of Gerr_nan oecupation . . .. . . 319 )
Total . ., | 1,280 ‘The total in the table does not

: : include damage to persons. An eco-
Note: This tofal is equivalent fo U, S. $37 milliard.

In addition, there are losses not valued in money, nomic evaluation can, of course,’ never
such as loss of working-time as a result of the

c?utr'\‘tm's own was or ﬁ?,d’ later an, at the betost fully reflect the injury caused by loss

occupyin awer, u eportations, ete., f .
these losses being estimaied as cquvalent, i ai, Of life, wounds and under-nourishment.
to 16 million man-years. _ According to provisional estimates,
Moreover, losses of human life amounfed to
238,000 in the armed forces and 415,000 civilians — civilian .and military losses numbered

n all, 000,

about 650,000 dead, as compared
with about 1,400,000 in the 1914-18 war, but the difference would be less
marked if, on both cases, account were also taken of the reduced birth rates.
The combined effect of the two world wars and of immigration in the
interwar ‘period has been a fall in France's population from 41.5 million in

the autumn of 1939 to 40.1 million in the summer of 1945,

In order to regain a degree of productivity sufficient to ensure satisfactory
progress in the task of reconstruction, along with a gradual improvement in the
standard of living, France, like many other countries, will need raw materials
and equipment from abroad and will, in addifion, have to make a determined
effort, by scrapping all out-of-date methods in agriculture and industry, to
attain a rational employment of the country's productive forces, with special
aftention to the international division of labour. Members of the French
Government have repeatedly stressed the importance for France of participating
more actively in international trade and of renouncing the many forms of
economic malthusianism — a development which presupposes a sufficient
economic and monetary equilibrium, both internally and in relation to other
countries, : :

The United Kingdom has lost fewer lives than during the first world
war — up to June 1945 some 429,000 killed or dead of wounds or injuries
(including civilians in the mercantile marine and victims of bombardments), as
compared with 812,000 in 1914-18. Moreover, the birth rate actually took an
upward course in 1942, War damage to properly on land, as a result of the
war against the European Axis powers, is estimated at about £860 million and
to ships (including cargoes) at about £430 million, all in terms of 1938 prices,

* While the United States, as shown on page 19, covered its war expenditure wholly by an increase in the
votume of production and the United Kingdom did so partly by an increase in preduction and partly by a
reduction in congumption, together with drafts on foreign Investments and am accumulation of overseas
liabilities {cf. next pags), France, In spite of a sharp curiail t in con ption, - had to make serious
inrpads on its domestic capital assets. The reconstruction of the country's industrial eciu?ment, the
rebuilding of houses, repairs and the replenishment ¢f stocks will oecasion an increase in Indebtedness,
.partly on foreign account, which will represent, so to say, a kind of delayed foreign disinvestment.
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over 4 million houses ﬁéve been damaged, of which more than 200,000___have
been destroyed, or damaged beyond repair. As long as the war lasted, the
general resources of the nation were unstintingly devoted to its prosecution,
as shown in the following table.

United Kingdom: Gross National Product and its Disposal 1938-1944.

: : 1944
"
For calondar years 1938 1939 1940 1941 1942 1943 1944 ;r;un‘l‘f:ﬁ
in milliang of £
Gross Natlonal Product
at market value. . . . . . | 5682 6,107 7.224. | 8,440 9,237 9,840 | 10,069 | 65,950
Add:
net borrowing from, ot
sale of assets and financial
c¢laims to, overseas {i.e. ’
forelgn disinvestment) . . 70 250 796 795 666 684} 655 454
Total resources . ... | 5752 6,357 8020 | 9244 9,903 | 10524 | 10,724 | 74447
Disposed of as follows:
1. OQutlay on goods and
services by public au-
thorlties for:®
(war ... .... ..|. 358 795 2,575 3,700 | 4,062 4,647 4,678 | 3,400
(ii) civilian purposes 691 - 676 614 G611 621 608 [=e. 440
Total government ouﬂay 1,049 1,471 3,189 4,31 1 4,683 5,256 5,284 3,840
2. Private outlay on goods
and services:
(i} personal con-
sumption. . .. . | 4,153 4,264 4,423 4,633 4,909 4,987 5218 { 3450
(ii} capital formation 550 622 408 300 311 T8 224 154
Total private outlay . . | 4,703 4,806 4,83 4,933 5,220 5,268 5,440 | 3,604
Total outlay. ... . . .. 5,752 6,357 | 8,020 9,244 9903 | 10,524 | 10,724 | 7,44¢

* The outlay "on goods and services” excludes all transfer items such as interest on the national debt and
old-age pensiona, : , - .

MNote: The gross national product includes the '“sums allowed for depreciation and maintenance” {estimated
at £440 million in 1938 and af £475 million in each of the years 1941 to 1944}, that is to say thé sums which
would have to be set aslde if the national caril;al wara to be fully maintained; when, as in wartime, this is
not the case, the said sums become available for current spending. The outlay, on the other hand, includes
grass capital formation.

Figures are given in the last column showing the amounts for 1944 in *1938 pounds’ according to
calculations by “The Economist” (in ihe number for Sth Ma¥ 1945), The index numbers used, 1o allow for
the rise In prices from 1938 to 1944, are as follows (1938 = 100):

: Current government expendlture  137%4

Consumption expenditure 151
Capital items 145

The results are that the gross national product was increased by 23 per cent. between 1938 and 1844
while privale consumption fell by 16 per cent. Sovernment war expenditure rose nearly ten limes ag compared
with the peacetime leval, while civilian eoifipendltuta was compressed by 36 per cent.; private capltal formation
{gross) works out at less than a third what it was in 1938 and drafts on overseas assets were more than
slx times as high {in every case in terms of stable prices).

As shown in the table, overseas assets have been utilised at the fairly
stable rate of around £700 million a year. This employment includes the sale
of British foreign investments and net overseas borrowing (from India, the
Dominions and Allied as well as neutral countries) but not the amounts
obtained under mutual aid from Canada or lend-lease from the United States.
In his report to Congress covering the period from March 1941 to March 1945,
the President of the United States said that for the year ending 30th June 1944
the U. S.- shipments to the United Kingdom represented the approximate
equivalent of the annual labour of 1,820,000 British workers; and he added that






