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foLLGj^^ PEACE AIMS 

The previous Memorandum issued by the Federation of British Industries stated their 
views as to the payment of the cost of the War by the enemy countries, and as to the items which 
should be included in this cost, and it now remains to suggest the methods by which this should 
be provided. .. 

In the first place, as certain enemy territories have already passed into the possession of 
newly created States friendly to the Allies, and further enemy territories will probably pass to 
Allied countries at the final settlement, it becomes necessary to define the exact meaning attached 
to the expression "enemy countries." ;. 

The Federation would suggest that for the purpose of the payment of war costs, enemy 
countries should be considered to consist of the whole territories comprised in the enemy States 
at the time at which they respectively entered the war, and that in the event of these territories 
passing into the possession of other States, whether Allied or newly created, a share of the war 
costs calculated on the basis of their pre-war contributions to the revenue of the enemy States 
should pass with them and should become liabilities of the new Governments responsible for their 
administration. 

In the case of territory passing to an Allied Government, this share would, of course, 
simply be deducted from the total amount due to that Government, and could be collected or 
cancelled by them as they might see fit, the moral sanction for such an arrangement resting on 
the fact that if the territory concerned had formed part of the Allied country during the war, it 
would have borne its due share of that country's expenses and debt. 

In the case of territory passing to a newly-constituted Government, the share would 
become a liability of that Government and would be paid by them to the proposed Inter-Allied 
Commission for distribution in the same manner as the contributions from enemy countries, the 
moral sanction in this case resting on the fact that these territories would never have acquired 
independence if it had not been for the sacrifices of the Allies, and that it is manifestly unjust that 
they should escape all liabilities in connection with the war merely because they relinquished 
their allegiance to and support of the enemy Governments after these Governments had been 
defeated. 

The Federation consider that in any case the total cost of the War should be regarded as a 
liability of the enemy countries irrespective of any investigation or opinion as to the capacity of 
those countries to pay the full amount. That is to say, that in the Treaty of Peace the full sum 
should be entered, and it should be left to the Allied and associated countries to cancel in future 
any portion of this debt when time and experience have proved (if they do prove) that it is 
absolutely impossible for the enemy countries to pay the sum required. 

It appears to the Federation that this course is the only possible one, since the present 
economic position of the world and particularly of the enemy countries is so unprecedented, and 
the future is so uncertain, that it is impossible for any calculation, however carefully made, to be 
reliable. The Federation believe, however, that the paying power of the enemy countries will 
prove to be far greater than is anticipated, just as the paying power of all the belligerent countries 
has proved during the War to be far greater than could have been anticipated from any pre-war 
calculations. 

As some support to this view, they attach to this Report an Appendix indicating some of 
the methods by which a revenue might be raised from the enemy countries, given rather as an 
indication of the revenue-producing power of these countries than with any idea of suggesting 
the exact methods which should be pursued. The figures in this Appendix are of course based 
on the pre-war official figures of the countries concerned, liberally reduced to allow for the effect 
of the war. In spite of these reductions, the figures show that an annual revenue on account of 
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the War Cost Fund of approximately 840 millions can be obtained from the enemy countries 
"without impinging seriously on the revenues required for their internal administration, and it is 
probable that this annual sum could be considerably increased if the Allies were prepared to take 
over certain of the potential revenue-producing assets of Turkey and develop them in their own 
interest. 

In this connection the Federation desire to call attention to the fact that the extra War 
taxation imposed on the enemy countries has been negligible and consequently that a large 
fund of untouched war profits must exist in those countries. 

The Federation are further of opinion that while it would for obvious reasons be undesir
able to force the enemy countries to repudiate their debt, they should be expected, as this debt is 
almost entirely held internally, to refrain from making any provision for the reduction of debt 
until the claims of the Allies have been satisfied. 

The Federation would further call attention to the securities held and property owned out
side those countries by enemy subjects, and to debts which may be owing on balance to enemy 
subjects or enemy countries by subjects of other States, and would suggest that it might well be 
required of the enemy governments that all these assests should be handed over to the inter-allied 
commission, the private individuals concerned in the enemy countries being repaid by their 
respective governments. 

The Federation recommend that in any case an inter-Allied Commission should be 
instituted, charged with the duty of receiving any specific revenues allocated to the service of 
the War Cost Fund, and of distributing them pro rata to the Allied and Associated Powers. 
They are further of opinion that it should be a matter for very careful consideration whether the 
Commission should not supervise and control the total revenue of the enemy countries. 

It appears to the Federation that such a course would have much to recommend it. In 
the first place, absolute security woidd be provided against any attempt to conceal revenue and 
to build up a secret fund to be expended upon armaments with the object of a sudden or 
treacherous attack. The possibilities of such an attack, have been greatly increased by the 
development of aircraft, and can scarcely be guarded against in any other manner short of pro
longed and complete military occupation of the countries concerned, since it would manifestly be 
impossible to trust any Government in any enemy country, however outwardly reformed, not to 
resort to some such procedure in view of the character and views held by the present generation 
of the enemy peoples as the result of many years of unscrupulous political education. 

This procedure would not, of course, involve any actual collection of revenue by the 
Allied authorities, and should not involve any interference with the ordinary development or 
administration of the countries concerned, since the Allied Commission would merely retain the 
portions allocated to the service of the War Cost Fund, and simply pass on to the different admin
istrative departments of those countries the sums designated for their use by their own Government. 
It is even possible that such a procedure might be welcomed by the populations of the enemy coun
tries as a protection against any attempt at a military reaction, against undue taxation levied in an 
attempt to restore the military power of the enemy countries at the same time as the debt was 
being liquidated, and against any attempt to plunge the countries again into War. 

In conclusion, the Federation would again urge most emphatically the imperative necessity 
of obtaining a substantial, contribution towards the cost of the War from the enemy countries. 
Unless the War burden on the Allied countries can be lightened to an appreciable extent industrial 
competition with the countries which have not suffered so severely, and even with the enemy countries 
themselves whose works have not been injured and whose capital has not been impaired by War 
taxation, will prove impossible. 

It will then become a question for this country, not of the shortening of hours, the raising of 
wages and the numerous costly social reforms to which all classes are looking forward so eagerly, 
but of a gradually-increasing industrial stagnation ending very possibly in complete economic 
ruin, in which all classes—employers and employed—will suffer alike. 

The Federation fully realises the difficulties which may lie in the way of exacting sufficient 
payment from the enemy countries, but that these difficulties should be met and overcome is an 
essential preliminary to the economic recovery of this country, and in their opinion no considera
tions whatever should deter His Majesty's Government from insisting that full payment shall be 
demanded and the maximum possible payment exacted. 



Eef. 78/340/W.3. 

The Federation of British Industries, 
39, ST. JAMES'S STREET, 

LONDON, S.W. 1. 

METHODS OF OBTAINING AN INDEMNITY 
FROM THE CENTRAL POWERS. 

I.-GERMANY. 
After going into as many sources of taxable wealth as possible in the time available, 

there appears to be no doubt that Germany could pay annually at least £600,000,000 to the 
Allies towards the cost of the war. 

Part of this could be transferred by taking' raw products in part payment and other 
valuables such as art treasures which cannot be manufactured to-day. 

The most obvious tangible asset is raw material, and Germany could be made to pay 
in potash, iron or other mineral resources, and above all in timber. 

Even, here, however, care has to be taken lest we undermine our own raw product 
industries, retard the development of resources within our own Empire and end by making 
ourselves dependent on Germany for essential raw products. 

Considering art treasures, it may be well to point out that Germany has a very large 
number and their total value, if sold in the open market, particularly in America-, over a period 
of years, would be enormous, but no precise figures can be given. 

It would appear, however, that if any such idea were adopted, the guiding principle 
should be laid down that national art treasures should not be taken, It would be not merely 
a crime, but folly, to take say German mediaeval bronze work from the cathedrals of Germany 
and sell them abroad. Half their artistic value consists in the fact that they form part of the 
building" and that they are the expression of German art of the period. Great cathedrals and 
art treasures are the heritage of the whole world, not of a particular country, and by damaging 
them we should damage not merely Germany, but ourselves as well. 

This does not apply so strongly in the case of movable art treasures such as German 
pictures, though to a certain extent it still holds good. 

On the other hand, Germany has acquired (not always by purchase) art treasures from 
all parts of the world, to which she has no further moral claim than the fact of possession; 
to cite but two examples, the Sistine Madonna at Dresden and the Greek sculptures from 
Asia Minor and elsewhere in the Berlin Museum. 

These are tangible assets, immediately obtainable and easily convertible into money. 
In the accompanying figures some of the chief possible sources of revenue have been 

shown, but it is not claimed that all have been exhausted. Rather they should be considered 
as indicative and suggestive, as are also the taxes suggested. It is obvious, for example, that 
these taxes would have to be graded, but this might well be left to the German Government 
itself and merely the average demanded. Further, two factors must be borne in mind, mutually 
contradictory :— 

(1) In certain cases the same amount of receipts will not be obtained after the war 
.as before. For example, of the twenty-seven million odd tons of iron ore raised in Germany, 
nearly seventy-three per cent, came from the Minette mines in Lorraine. With the loss of 
this province Germany's production of ore will fall to a comparatively small figure, and even 
before the war it was not sufficient for her own smelting works. On the other hand the 
inclusion of German Austria in Germany will mean that she will control the Styrian mines 
which will largely redress the balance. 
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(2) On the other hand, it is known that in certain cases the German figures were far 
below the actual amount. This policy of misleading the outside world was deliberately 
adopted for various reasons. 

For example, there is excellent reason for believing that the total receipts of the 
German railways were far higher than those given and the secret fund thus obtained was 
devoted to the secret service, the Army, etc. 

It does not, however, follow that we shall even to-day be able to find out exactly what 
these railways do earn. 

Another point which also lias been borne in mind is that the heavier taxation is, the 
higher the cost of living and therefore the higher wages must be. These accumulative 
influences might bring an industry to a standstill even if the immediate tux would not. For 
these reasons care has been taken not to attempt to exact the uttermost farthing and a liberal 
deduction has been made to allow for decreased production and also certain revenue producing 
sources have been left untapped to enable Germany to raise additional taxation for her own 
needs, particularly to pay some interest on her own debts. The taxes here considered are 
in addition to any in force in Germany in 1913. 

Population and Area in 1913. 
Total area 208,780 square miles. 

Population in 1910, 64,925,993 or 310-4 per square mile. 
Annual rate of increase 1-36. 

This was tending to decline and so if we consider it to be 1-25 we shall be within the 
mark. 

Therefore the total in 1913 = 0. 67,363,493. 

Note—There are reasons for suspecting, however, that the official figures were misleading 
and below the real total. 

The T o t a l Imperial Eevenue and Expenditure. 
Revenue in 1910 £147,170,965 
Revenue in 1913 £184,801.660 
Expenditure in 1913 (Ordinary) ... ... £178,869,035 
Expenditure in 1913 (Extraordinary—chiefly military) £5,931,725 

Deta i l s . Army. Navy. 
1910 ... £40,409,030 £22,108,815 
1913 £72,833,265 £24.012,695 

Particular attention is drawn to these two items as practically the whole of this 
expenditure could be diverted from military purposes and handed over to the Allies. This 
action, far from damaging the economic foundations of Germany, would strengthen them as 
the men and material thus released could be diverted to productive industry and so help to pay 
the extra taxes. Moreover, the figures do not include the secret sums which were annually 
spent on military purposes. 

How the Revenue was Raised—Important Items. 
(1) Customs Duty paid £44,263,500 

Excise 26,111,500 

Total therefore 70,375,000 
Compared with 1910 62,148.000 

Increase in three years ... ... ... 8,227,000 
(2) By Stamps, 1910 ... ... 9,927.000 

By Stamps, 1913 12,389,000 
(3) The Railways paid officially a profit of 2,263,530 
(4) Net profit on Post, etc 7,151,705 
(5) The Federal contribution, i.e., sums paid by the 

State to the Imperial Budget and assessed at a rate 
per head, 1913 12,770,405 
Alsace-Lorraine paid of this ... ... ... 361,485 



Briefly there seems no reason why about £100,000,000 saved from - military expense 
.could not be paid over to the Allies, leaving some .£85,000,000 for Imperial functions. 

STATE REVENUES. 

Each State had its own revenue, but as these were in the 3nain devoted to purposes 
likely to cost as much after the war as before, we cannot expect to obtain much from them; 
but the following facts are of sufficient interest to justify their inclusion. -

REVENUE AND FINANCE. 
Marks. £ -

Total Revenue including Federal and ; 
Imperial, 1911 8,534,000,000 425,700,000 

. Ordinary Imperial! Revenue 2,935,600,000 146,780.000 
,,. Extraordinary Revenue (mostly for 

Military purposes) 216,000.000 10,800,000 

Therefore Federal States Revenues equalled 5,382,400,000 269,120,000 

i. . . As showing the chief important contributors, details of some of the most important 
States during more recent years are given together with their debts :— 

Imperial Revenue 1913 £184,811,660 Debt £256,112,100 
Prussia 1915 242,311,956 543,839,216 
Bavaria ... 1917 38,286,556 1914 123,931,980 
Saxony ... 1916 24,661,470 77 1916 46,680,490 
Wurtemberg ... 1913 5,952,950 J ' 32,644,300 
Alsace-Lorraine 1913 3,508,600 77 2,186,300 

Total for these £499,533,186 Debt £995,392,386 

and there were some twenty-three small States not included. 
Total Imperial and Federal pre-War Debt ... £1,028,300,000 

Balance in Joint Stock Banks, 1912 468,000,000 
Balance in English Stock Banks, 1913 1,053,000,000 

Balance in German Savings Banks, 1910 ... 839.000,000 
Balance in English Savings Banks 231,157,000 

(That is £12 18s. Od. per head in Germany against 
£4 18s. Od. per head in England). 

Gold coin in circulation, 1912 ... ... .. 180,000.000 

The figures would be of value in the event of a demand for a capital levy to pay off part 
of the Allied debt at once. The total wealth of Germany in 1913 was given by Helferich at 
£15,000.000,000, but there is every reason to suppose that this was a low estimate. 

Total German Imperial Debt in 1913 ... ... £246,112,100 
Total War Debt in 1917 ... £5,000,000,000 
Interest required annually ... £350,000,000 to £400,000,000 i 

These figures arc according to Herr Dernburg who added (hat they had only voted 25 
to 37i million in extra taxes and had lost 12 million in Customs. 

NATIONAL INDUSTRIAL WEALTH. 
As we cannot hope to get more than 100 million from the Imperial Revenue, we must 

turn to possible sources of new taxation. It will be recognised that the repudiation by Germany 
of her own debt would shake the financial fabric of the whole world and must be avoided at 
all costs. Since Dernburg spoke the amount added to Germany's war debt makes a total of 
about £8,750,000,000, and it is obvious that she will be hard put to it to pay the interest, 
much less establish a sinking fund. The special war treasure at Spandau in gold was only 
£6,000,000 and even if it still exists can therefore practically be ignored in any general 
calculation. 
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IMPORTS AND EXPORTS. 

It may be well first to give the total foreign trade figures in 1913. 
Imports ... £560,338,800 

Duty free 303,398,900 
. . Duty paid ... 44,263,500 

Subject to duty 235,398,900 

ADDITIONAL SOURCES OF REVENUE. (TRANSPORT AND COMMUNICATIONS). 

Let us take these first as being for the most part under Government control and therefore 
easily taxed :— 

1918. 

Metric Tons. Total Eeceipts. Sterling. 
Railways 618,000,000 2,213,200,000 Marks  s 50 per cent. £55,000,000' 

Passengers. Yielding. 
Eailways 1,798,000,000 975,800,000 Marks = 50 per cent. 24,400,000 
Letters 3,872,163,800 10 Pfennig indemnity stamp 19,860,819 

Postcards 2,097,889,240 5 do. 5,500,000 
Printed matter 1,963,366,670 5 do. 4,908,416 
Business papers 41,486,180 5 do. - 103,715 
Samples 124,802,850 10 do. = 624,014 
Journals 2,462,629,710 5 do. - 6,156,574 
Money sent by post ... 2,754,023,616 10 do. 13,770,118 

Telephone Messages— 
Urban 2,073,757,950 10 do. ) 

t 1 r 12,589,7612,589,7633Inter-urban ... 444,194,700 10 do. J 
Telegrams— 

Inland 40,325,870 20 do. = 403,258 
Foreign 17,747,200 20 do. = 177,472 

Total ... £143,334,150 

In addition cheques would have to be taxed and an indemnity tax of ten Pfennigs would 
produce a very considerable sum; but no figures are to hand enabling an estimate to be given 
It would probably be desirable to have the tax levied on the basis, ten pfennigs per twenty 
marks, as has been done in the case of money sent by post, and a similar system would have 
to be adopted in the case of drafts or other credits. 

The total of £143,334,150 is therefore well within the mark, despite the fact that there 
might be a considerable reduction in the total receipts of the various services, at any rate for 
some years. Plus £100,000,000 saved from military expenses, this makes £243,334,150. 

TRANSPORT—CANAL AND RIVER TRANSPORT. 

In 1910, 91,000,000 tons were carried, but the official year book for 1910 gives the 
figure as only 76,600,000 tons that in 1911 as 81,500,000, but adds that these figures are 
incomplete. 

If we regard 91,000,000 as correct, this at 4 marks per ton' ... £18,200,000 
In addition a tax on tonnage might be exacted. There were in 

1907, 26,235 vessel5,914.000 tons 
Doubtless the figure was far higher by 1913, but even so a license 

of 5 marks would produce ... ... ... ... 1,478,500 

Total from Canal Transport therefore £19,678,500 

ELECTRIC POWER. 
In 1913 there were 3,725,769 connected kilowats. 
Vickers Electrical Section considers this would produce nearly thirty thousand million 

kilowat hours; to be precise 28,315,844,400 kilowat hours. 

At Id. per unit £73,743,345 



The reason for taking this amount is shown by the following figures :  
d. 

Sheffield charges 0 8  4 
;Manchester ... ... ... .. 1*03 
Leeds 1'04 
Glasgow ... ... ... ... 1*21 

A tax of 20 per cent ... ... £14,748,669 

But power was far cheaper in Germany than in the United Kingdom and therefore 
five-eighths of a penny would be a fair estimate. It is known that there has been a fifty per 
cent, increase in the number of power stations during the war, but it is probable that this 
will be counterbalanced by a decrease in demand for power caused by the social upheaval, etc. 

; SHIPPING. 

In 1913 German ships were as follows 
Under 100 tons gross 100-500 500-1,000 1,000-2,000 over 2,000 

J 47 2,068 494 61 82 
Steamers ... 241 544 255 3 i l 747 
Total number of all vessels 4,850 
Sailing vessels of steel 1,394 
Steamers do. 2,086 
Total net tonnage ... 3,153,724 
Total number of sailors employed 77,746 
Total voyages of German ships (if a vessel on one voyage 

calls at more than one port in Germany, only one is 
counted). Tonnage cleared 31,636,788 

Tonnage entered (1911) 31,645,695 
A tax of 60 marks (£3) per net ton £9,451,172 

If preferred, a tax averaging out at 6/8d. per net ton on German ships entering German 
harbours might be charged—£10,530,000. 

Of course, this tax would have to be carefully arranged as otherwise it might destroy 
the traffic by small coasting steamers, but that could be left to the German authorities. 

For comparative purposes the following figures for the Suez Canal in 1912 are given :  -
Number of vessels passing through 5,375 
Net tonnage 20,275,120 
Gross receipts 5,535,014 
A tax of 5s. would only have raised 5,055,000 
While one of 6/8d. would only have raised 6,758,366 

Therefore the suggested tax of 6/8d. is not unduly high 

FOEESTS. 

The forests cover an area of 34,569,800 acres. 
Of these Crown Forests occupy .. 675,540 ,, 
State or partly State owned 11,115,910 ,, 
Communal forests 5,577,470 
Associations and foundations 1,277,560 ,, 
Leaving in private hands 16,130,000 ,, 
That is to say Public Authorities own 18,439,800 ,, 

The forests yield annually, according to the 1914 reports :— 
26,183,410 cubic yards of timber. 
23,348,640 cubic yards of firewood. 

A tax of 2 marks on the timber would raise ... £2,618,341 
A tax of i mark on the firewood would raise ... 583,716 

Total by forest products £3,202,057 



It may be added that timber would be a very suitable product to take in part payment.. 
Very little building.timber is obtainable within the Empire, Canada, our nearest large supply, 
being a long way off; and the bulk comes from Scandinavia. 

The United Kingdom has not for many years been a large source of supply and the 
inroads necessitated by the war demand replanting and not further felling for many years. 

FISHERIES. 

In 1912 the total value including inland fisheries was ... £20,783,398 
Therefore a tax of 20 per cent. 4,156,000 

AGRICULTURAL IMPORTS, ETC. Marks. £ 
The imports of these in 1913 (including, however, 

certain vegetable and other fibres, etc. used in 
the industry) 7,036,738,000 = 351,836,900 

These, by far the biggest group in the Import List, 
were largely duty free 

An average tax of 10 per cent, therefore should produce 35,183,690 

AGRICULTURAL WEALTH OP GERMANY. 

Area. 
According to the latest returns (1893-1900) 91 per cent, of Germany was productive and; 

only 9 per cent.. unproductive :—1 

A tax at Produces 
Arable land 65,199,530 acres 2 Marks = £6,519,953 
Grass etc., 21,397,300 

' ) 
1 Mark 1,019,865 

Woods and forests ... 34,569,800 
All other 12,383,390 ) ' 

Number of people employed 15,169,549 

in 1913. 
Metric Tons. 

Wheat ... 4,655,956 20 Marks £4,655,950 
Eye 12,222,394 i  ) 10 ,, 6,111,190 
Barley 3,673,254 j 10 ,, 1,836,620 
Oats 9,813,965 si 10 ,, 4,856,980 
Potatoes 54,121,146 n 5 ,, 13,530,280 
Hay 29,184,996 5 ,, 7,296,240 
Hops (in 1913) 10,6171 average, j 

j 

112,500 (in 1912) 20,564/ say lorOOOl4 5 0 " 
Tobacco-38,902 

Wine 

(2,204 lbs to ton) say 
Hectolitres. 

2,019,392 

2;000 

20 Marks 

3,890,200' 

2,019,392' 

£44,309,352 

The Metric Ton
The Hectolitre

 =
 =

 2,204 lbs. 
 22 gallons. 

Animals in 1912, Latest Date. 
Horses 4,516,297 20 Marks average £4,516,297 
Cattle ... 20,158,738 20 20,158,738 
Sheep 5,787,848 declining 5 1,446,962 
Swine 21,885,073 ... 3 3,282,760 
Goats 3,383,971 ... 1 169,198 
Poultry ... 82,474,000 ... 1 4,123,760 
Hives of Bees 2,619 ... 2 261,900 

Total of Tax on Animals kept £33,959,555 



Poultry. 

Though it has not been possible to find the actual number of geese kept, the total 
number of poultry including them was:— 

In 1900 .,. , 64,453,000 
In 1907 ... 71,133,000 
And on December 2nd, 1912 ... ... 82,474,000 

An average tax of one mark on the 1912 figures would produce £4,123,700. Of course, 
this tax, in practice would be graded according to weight, etc., of the bird, from a few pfennigs 
on young chickens to two or three "marks on geese and turkeys. 

Hives of Bees. 
In 1900 ... 2.600,000 
In 1907 ... 2,584,000 
In 1912 2,619,000 

A tax of two marks per hive on 1912 figures = £261,900. 
The agriculturalists have been long the backbone of the military party. Their methods 

are scientific and up-to-date and the industry should be well able to bear these taxes. 

MINERAL RAW PRODUCTS. 

Total raised in 1912 :  -
Metric Tons. Metric Tons. 

Coal 174,875,297 Lead Ore 142,839 
Lignite
Iron Ore

(
Zinc Ore

 ...
 ...

most
 ...

 80,934,797 
 27,199,944 

ly from Lorraine.) 
 643,598 

Copper Ore ... 
Rock Salt 
Potassic Salt... 
Other Products 

974,285 
1,296,302 

11,161,202 
581,791 

The total value in 1912 was :— 
Mks. 2,369,000,000, an increase of Mks. 283,000,000 over 1911. 

If, therefore, a royalty of 10 per cent, were charged ... £11,845.000 
Less allowance for loss of Lorraine ... ... ... 4,845,000 

Net total 7,000,000 

FOUNDRY PRODUCTION. 
Value. 

Pig Iron (1911) £42,525,550 (5) 10 per cent. £4,252,555 
Zinc ,, 5,717,950 571,795 
Lead ,, 2,207,600 ,,. 220,760 
Copper... 2,200,700 ,, 220,070 
Silver 1,606,650 ,, 160,665 
Gold 693,750 ,, 69,375 
Tin 1,974,800 197,480 
Sulphuric Acid 2,031,050 ,, 203,105 

Total £5,895,805 

It must be remembered that these people will already probably have to pay more for their 
ores and therefore a heavier tax than ten per cent might compel them to close down. 

RAW PRODUCTS USED IN CERTAIN INDUSTRIES. 

It has not been possible in all cases to obtain the exact quantity and value of the raw 
materials used, but considerable guidance can be obtained from the import figures in certain 
cases :  



Flax (1912). 
M.T. Marks. 

Imported ... 78.000 68,500,000 
Re-exported 38,000 20,000,000 

Total kept 45,000 , -. 48,500,000 ^ £2,425,000 

Therefore a tax of ten per cent, would produce .. £242,500 
Hemp (1912). 

M.T. Marks 
Imported 41,000 32.000,000 
Re-exported 9,000 7.000.000 

Total kept 32,000 25,000,000 = ^1 ..250,000 

Therefore a tax of 10 per cent, would produce £125.000 

Jute. 
M.T. Marks. 

Imported ... 159,000 74,000,000 
Re-exported 7,900 3,900,000 

Total kept 151.100 70,100,000^£3,505,000 

Practically all this jute came from India and it is doubtful whether Germany will in 
future be able to obtain as much, especially as India is tending to manufacture jute goods more 
and more. 

A tax of 10 per cent, if the figures remain the same ... £350,500 

Silk. 
M.T. Marks. ' 

Raw 4,351' 151.000,000 
Artificial 2.251 27,000,000 
Silk waste 2,000 7,500,000 

8,602 185,500,000 ^ £9.275,000 

Exports can be ignored. 
A tax Of 10 per cent. ... £927,500 

Mineral Oil. 
M.T. 

Mineral oil used in Germany ... 1,055,396 
A tax of 10 marks per metric ton 527,6? 

Rubber (1912). 
M.T. 

Imported 11,000 £5,852,000 
A tax of 10 per cent. £585,200 

Leather (1910). (Latest figures). 
Total value of hides and skins used ... £22,223,780 
A 10 per cent tax ... £2,222,378 
Total value of tanning material used ... £3,193,230 
A 10 per cent tax £319,323 

Cement. 
M.T. 

Produced in 1911 6,000,000 
A tax of 4 marks per ton £1,200,000 

Electrical Industry. Marks. 
(Exports only) worth ... 222,000,000 = £11,100,000 
A tax of 10 per cent would produce at least £1.100,000 



Motor Gars, Parts, etc. 
Produced in Germany were worth :— 

Marks. 
1909 80,000,000 
1910 118.000,000 
1911 , ... 163,000,000 = .£8,150,000 
A tax of 10 per cent £815,000 

But, of course, the industry has increased rapidly in 1912-13. 

Petrol. M.T. Marks. 
Benzine 165,000 28,700,000 
Petrol 20,000 3,100,000 
Machine oils, fats, etc 93,000 13,500.000 
Vaseline 4,600 630,000 

Total value therefore 45.930,000 = £2,296,500 
A tax of 10 per cent, would produce ... ... ... £229,650 

Sugar. M.T. 
Beet sugar produced 1917 ... ... ... ... 2,632,382 
Molasses 380,863 
A tax of 60 marks per ton ... :.. ... ...£3,000,000 

As sugar has for so long been bounty feed in Germany, it may very justly now be called 
on to pay somewhat heavily. 

Beer. 
Average produced per head in Germany in 1911 23 gallons. 
Which would work out in 1913 at ... ... 1,541,000,000 gallons. 
The actual figures given in 1913 are ... 1,522,400,000 gallons. 
A tax of 1 mark per gallon on this lower figure ... ... £76,120,000 
Alcohol in 1914 ... ... £84,574,480 
A tax of 5 marks per gallon ... ... ... ... £21,143,870 

The complete figures for the dye industry, chemical industry and of celluloid and paper
making materials have not yet been obtained (but some interesting figures are attached), nor 
the receipts of places of amusement, but these in themselves would produce a very 
substantial item. 

Moreover a number of other industries have not been touched deliberately, as we must 
be prepared to leave G-ermany some sources from which to raise the revenue for, her interest 
on her own war loans, for increased cost of administration and so forth. There remain, 
however, two very important sources which must be considered in some detail, namely, an 
income tax and a tax on the number of workmen employed in industry and possibly also in 
other capacities. 

If, however, we concentrate attention only on industry, we find that over 14,343,000 
in 1907 were employed in industry and commerce, etc., and by 1913, the number must have 
been at least 15,500,000. 

INDUSTEIAL ESTABLISHMENTS. 

A. 1—5 persons employed. 
B. 6—50 persons employed. 
C. 51 and over. 

In 1907 : -
Establishments employing same. No. of People. 

A.-3,124,000 5,353,000 
B .  - 267,000 . . .  . .. 3,640,000 
C .  - 32,000 5,350,000 

Total about 3,143,000 14,343,000 

A tax of 20 marks per head £14,343,000 



Tliis sum is far from crushing when one considers what British employers have to pay 
towards State Insurance. If, moreover, this tax was made universal and included domestic 
servants, agriculturists, etc., it would produce at least double. If, however, it be considered 
that it would press unfairly on certain classes, this cannot be contended in the case of industrial 
establishments since hands are only employed, as a rule, in order that they may produce more 
than they cost. 

INCOME TAX. 

Of course, as in Great Britain, this tax would doubtless be graded from 2s. 3d. up to
say 10s., but, if we demanded it, should average out at 5s. on all incomes, we should obtain an 
enormous sum annually. 

In 1913 Helferich declared that the income of Germany was at least £2,000,000,000, 
and so far as can be judged he was under rather than over the mark. However, we must 
expect a very considerable decrease in the income of Germany for many years. Further there
are certain classes of the community it is particularly hard to assess accurately. 

Nominally a 5s. tax in. the pound on ... ... £2,000,000,000 
Should produce 500,000.000 
Subtract for reduced earnings, cost of! collection, etc. 200,000,000 
And for those who escape their share ... ... 100,000,000 

We shall have left as a minimum £200,000,000 

This sum over and above the small income tax previously levied by some of the States 
should be easily obtainable. It may be noted that Helferich also reckoned that the German 
nation saved per annum £500,000,000. 

Thus we arrive at a grand total from all sources of £752,808.215 annually. 

It may, however, be considered that not enough margin has been allowed for decreased' 
national wealth due to the war and, in particular, to the hostility with which Germans and 
German goods will be regarded elsewhere for many years, nor for her own necessary taxes,, 
also for cost of collection. 

Let us therefore deduct £152,808.215, leaving a net annual sum of £600,000,000. 

Thus we come to the position that we can hardly expect to obtain more than six 
hundred millions, whereas possibly three times as much would be required annually to pay off 
the whole Allied debt and interest as well, within about forty years 

The most satisfactory way is perhaps to make Germany pay off the capital of our debt, 
while we bear the interest and recover as much of it as possible from her other accomplices,, 
who could pay in addition approximately £240,000,000 sterling. 



SUMMARY OF SOURCES OF A WAR COSTS FUND. 

GERMANY. 

Saved from Military and Naval Expenditure ... .£100,000,000 
By Railway, Post and Telegraph Taxes, etc. ... 143,334,150 

,, Canals and River Transport ... ... ... ... 19,678,500 
,, Electric Power Tax ... ... 14,748,669 
,, German Shipping Tax ... 10,530,000 
,, Forest Products 3,202.057 

Ffeherids ... ,.. ... 4,156.000 
,, Agricultural Imports, etc. Duty ... 35,183,690 
,, Crops ... - . . . . 44.309,352 
,, Animals kept ... 33,959.555 
,, Tax on Arable Land ... 6,519,953 
,, Tax on Grass Land 1,019,865 
,, Mineral Raw Products Royalty ... - 7,000,000 
,, Foundry Products 5,895,805 
,, Taxes on certain raw products used :— 

Flax 242,500 
Hemp 125.000 
Jute 350.500 
Silk 927,500 
Mineral Oils ... ... ... 527,698 
Rubber (1912 figures) 585,200 
Leather 2,222,378 
Tanning Material 319,323 

,, Taxes on goods produced :— 
Cement ... ... 1,200,000 
Electrical Exports ... ... 1,100,000 
Motor Cars, Parts, etc. ... ... ... 815,000 
Petrol, Machine Oils, etc. ... ... 229,650 
Sugar ... ... ... ... ... 3,000,000 
Beer (at 1 mark per gallon) ... 76,120,000 
Alcohol (at 5 marks per gallon) 21,143,870 

,, Tax on Labour employed in Industry, etc. 14,353.000 
,, Income Tax ... 200,000,000 

Total £752.808,215 
Deduct for decreased population, cost of collection, etc. 152,808,215 

Clear total left £600,000.000 



II.-AUSTRIA-HUNGARY. 

INTRODUCTION; 

The financial position of this ramshackle Empire was hopeless even when war broke 
out. In addition and partly because of this, her figures are far less clear and precise and much 
less reliable than those of Germany. In many cases they do not appear to exist and even 
when they do the system of showing them is misleading. 

Further, the collapse and disintegration of the Empire renders it doubtful how far such 
figures will give any true criterion at all as to what she can pay towards the cost of the war 
she was instrumental in making. At the same time it must be pointed out that her unsound 
position was mainly due to her political difficulties and to racial differences rather than to lack 
of valuable resources, and these, now that the political difficulties are being solved on rational 
lines, should be capable of great developments. 

Will devasted Serbia, however, which is taking over most of the Yugoslav States, have 
to pay the corresponding share of the bill of the Empire which attacked her'? Will the new 
Bohemian republic, which revolted and joined the Allies, similarly have to pay those Allies a 
tribute for years? If not, hardly anything worth having is left. 

German. Austria and Magyar Hungary (the latter only one-third of old Hungary) are 
the only really guilty members of these nationalities. Austria has nothing of economic value 
except certain mines in Styria. Hungary has of course rich agricultural lands, but these can 
only pay a very limited amount. 

The bulk of the railways, of the population and of the mineral and agricultural wealth 
of the Empire, is passing into new hands. Even such tangible assets as ships will largely be 
claimed by the now States. As some guide, certain figures are given, but it will be evident 
that their value is problematic, and that Germany will have to contribute by far the largest 
share. To meet these points care has been taken to assess the Austro-Hungarian share at a 
lower amount than that of Germany. At the same time it is felt that the new States arising 
out of the debris of Austro-Hungary should be prepared to bear their share of the cost of 
freeing them. 

AEBA AND POPULATION. 
Austria including Bukovina. 

Area 115,885 sq. miles. 
Population about ... 29,000,000 
Per square mile 247 
Approximate population of German Austria 7,261,000 
Area of same about ... 34,913 

There were altogether hi Autria some 10,000,000 Germans, the difference being 
scattered over a wide area of non-German districts. Vienna in 1910 had 2,131,498. 

Hungary (including Croatia and Slavonia). 
Area 125,609 sq. miles. 
Population in 1913 about 21,500,000 
Per square mile ... 166 
In 1910 there were 10,050,575 Magyars. 
Area of Magyar Hungary Uncertain. 

REVENUE. 
Joint Revenue and expenditure in 1913 ... £20,558,347 
In crowns ..., .. ... ... crowns 493,400,322 
Of this the Army cost 396,000,000 
Navy ... .. ... 74,200,000 
There was no joint debt 
Therefore if no military force is required there 470,000,000 

could be saved £19,000,000 



It is only right, however, to point out that Serbia, Bohemia and Poland will doubtless 
expect to raise for military purpose from their areas, and therefore if we reckon the saving at 
.-£5,000,000, it will be as much as we can count on with any certainty. 

COMMERCE of the Common Customs territory :— 
1909. ' 1913. 

Imports. Exports. Imports. Exports. 
£99,91.6,000 £93,966,000 £141,433,000 £115,129,000 

ANGLO-AUSTRIAN TRADE, 1913. 

Imports into Austrian Empire from Great Britain ... £4,482,000 
Exports from Austrian Empire to Great Britain ... £7,700,000 
Revenue from Customs in 1906 ... ... ... £6,440,425 
Revenue from Customs in 1913 ... £8,241,416 

24 Crowns ^ £ 1 . 

(a)—AUSTRIA. 
The total revenue of Austria proper in 1913 was £130,728,397. 

INTERNAL TRANSPORT AND COMMUNICATIONS. 

The Ministry of Railways supplied £36,788,120 
And expended 35,030,342 

THE RIVER TRAFFIC, 1912, FREIGHT. 
Danube Steam N.C. metric tons ... ... ... 25,548,126 
Vereinigte Elbe Shiffahrts metric tons 46,889,390 
A tax of 2s. per ton ... £7,243,751 

PASSENGERS. 
D.S.N.C 2,380,277 
An average tax of Is. ... ... ... ... £114,013 

RAILWAYS. 
State lines ... ... ... ... ... 8,053 miles. 
Private companies worked by State ... ... '430 ,, 
Ditto worked by themselves ... ... ... 5,367 ,, 
Foreign companies in Austrian territory ... ... 20,798 ,, . 

TRAFFIC 
Passengers carried 1912 '.. ... 290,851,000 
Goods in tons ... 159,210,000 
Receipts, 1911 (latest figures) ... ... ... £43,005,000 
Expenses, 1911 ... ... £32.536,000 
A 50 per cent, tax on the gross receipts would - ... £21,802,500 

It should be noted that there is already a small tax on passenger tickets. 

POST AND TELEGRAPH. 

Letters and pcs. 1912 1,642,006,670 (3) Id. stamp ... £6,844,169 
but the proportion of pc. which would have Jd. stamp extra 
is not given: Say ... £5,000,000 

£ 
Samples and printed packets 326,730,050 % Id. 829,437 

Newspapers 320,894,410 ,, id. 668,530 
Ordinary packets 83,588,690 ,, Id. 348,252 

Money packets 5,036,770 
Average ,, lfd. 31,479 

Money Orders paid in 36,468,248 ,, l$d. 227,926 
Telephone calls 360,671,096 ,, Id. ... 1,502,796 
Telegrams 23,866,058 ,, Id 99,442 

It should be noted that practically every item shows a marked increase over the 
previous year. 



, . SHIPPING- 1912. 
NUMBER AND TONNAGE, 1912. 

:394 vessels of 422,368 tons were steamers.  ' 
Sailing vessels 16,370 vessels of 48,884 tons. . 
Clearances, 1912. No. 167,113, tonnage 25.566,314 (92-5 per cent, were Austrian) at 

6s. 8d. per ton = £8,522,104. 

LAND TAX. 
Hectares. percentage of 

cultivation. 
Arable laud ... 10,631,450 (a) 5s. per h. £2,657,862 37-5 
Gardens 339,289 ,, 5s. 84,822 L2 
Pasture and Meadows 7,185,837 ,, 2s. 6d. ,, 898,229 25-4 
Vineyards 224,293 ,, 5s. 56,073 0-8 
Woodlands 9,782,167 34-5 
Lakes and Ponds... 100,741 0-4 
Olive and Mulberries 41,176 (a, 5s. 10,294 0-2 

Total Hectares 28,304,953 Total Land Tax £3,707,280 

A Hectare - 2-471 acres. 

AGRICULTURAL PRODUCTION, 1912. 
Acreage. Produce. 

WheaWheatt 3,112,983 . .. 8,444,702 qrs. 5s. - £2,111,175 
Barley 2,632,780 ... 8,981,688 J) 5s. 2,245,422 
Oats . . .  . 4,611,320 . .. 17,731,556 5 s. ,, 4,432,888) ) 

% e 5,019,381 . ., 14,490,302 )t 5s. ,, 3,622,575) ) 

Maize first crop 746,891 . .. 1,822,660 i\ 2s. 6d.,, 227,832n 

Spelt 15,373 . .'. 128,407 cwts. 'i 6d.,, 3,210 
Buck Wheat— 

First crop... 167,704 . 908,951 '3 j? 6d. ,, 22,723 
Second crop 204,639 .. 654,476 6d. 16,362?) 

Mixed corn 111,150 . .. 1,492,376 JJ 6d. 37,309) ) 

Other kinds first crop... 76,711 . 497,215 J 6d. ,, 12,430) 

Pulse 636,494 .. 4,907,515 JJ 6d. , 122,687) ) 

Rape seed 31,945 339,638 6cl. ,, 8,491 
Flax seed .;. 90,745 . 325,159 J) a is. 16,258 
Flax fibre ' 459,991 i) Is. ,, 22,999 
Hemp seed 55,116 .. 2,095,354 ?J Is. ,, 104,767 
Hemp fibre 294,919 J? V Is. ,, 14,725 
Tobacco ... 7.. 8,452 . 111,481 j £5 557,405 

) ) 

; 

Hops 50,151 . 39,644 ?) 15s. ,, 29,733. ! ) 

Potatoes 3,091,200 .. . 12,340,049 tons ) ) 5s. ,, 3,085,012 
Late Turnips second crop 149,551 . 339,813 ) ) 5s. ,, 82,703 
Mangold and Carrots... 401,654 . . 3,854,066 ) ) 5s. ,, 963,516 
Cabbage first crop ' ... 150,129 . 969,590 1) )J 5s. ,, 242,371 
Mixed forage (Vetch) 

first crop 691,138 . .. 916,304 ? 5 s. ,, 226,576 
Sugar Beet 653,206 .. . 7,796,423 5s. ,, 1,949,106 
Vineyards ... 
Olives, Mulberries, 

Chestnuts, etc., 

554,604 87,337,206 gallons of wine (3) Is. =

101,705 107,720 cwts., of Olive Oil % £2 ^

 4,361,860 

275,440 

Total Crop Tax £24,800,585 



ANIMALS KEPT, 1910. 
Horses
Cattle
Sheep 
Pigs
Goats 
Silk 19

 .. 
 .. 

 .. 

12 

1,802,848 $
9,160,000 
2,428,101 
6,432,080 
1,256,778 
2,185,470 kilo

 20s. 
20s. 

5s. 
5s. 
Is: 

grams produced (a) 5s. 

1,802,848 
9,160,000 

607,025 
1,608,020 

62,839 
546,317 

£13,786,947 

MINING AND FUENACE PRODUCTS, 1912. 

Common coal raised, value Cr. 182,601,000 £6,775,041 
Brown coal ,, 141,046,000 5,876,910 
Raw Iron ,, 143,894,000 5,995,583 
Lead 9,522,000 396,750 
Quicksilver 3,973,000 165,541 
Zinc ,, 10,556,000 547,830 
Silver 4,905,000 204,378 
Copper 4,614,000 192,250 

The total value of mining products in 1912 was— 
Crowns ' 352,545,531 £14,689,397 

(3) 10 per ceiit. 1,468,939 

And of furnaces exclusive of salts and petroleum £ 
Crowns ... 179,212,612 7,467,192 

(5) 10 per cent. 746,719 

SEA FISHERIES. 
Summer catch Crowns 6,671,484 £ 

3,721,192 443,028 
20 per cent, tax 86,605 

FOREST PRODUCTS. 
No figures. 

MANUFACTURES. 
Beer 1913 produced 21,081,648 hectolitres at 22s. per h. ... £23,189,812 
Alcohol 1912-13 produced 1,602,635 $ £5 per h £8,013,175 
Sugar Beet 1912-13 (whole year) produced 1,900,700 metric 

tons 0 5s. per h. 475,175 
Tobacco 1913 value 165,599,718 crowns £6,899,988 

(5) 20 per cent 1,379,997 

No details, however, are to hand on electrical power or on such important industries as 
glass, leather, cotton, woollens, etc. 

INCOME TAX AND OTHER DIRECT TAXES. 
In 1912 £20,412,000 was raised by means of direct taxation such as income tax, etc. If a 

further 50 per cent, were levied on the same basis, it would produce an additional £10,206,000. 

JOINT IMPORTS. 
Austro-Hungary had a joint Customs-Union and the total Imports in 1913 were worth 

£141,433,000. On this only £8,241,416 was paid in duties. 

If a 5 per cent, additional all round duty were levied this would produce £7,071,650. 

Assuming that Imports remain about the same which however is unlikely, without taxing 
other possible sources, we therefore see that Austria alone plus joint oustoms duty and joint 
savings on Military expenditure could pay £141,232,117. 



As in the case of Germany let us make a liberal deduction for possible decrease in 
production and cost of collection. 

Common revenue £12,071,650 say £12,000,000 
Austria's contribution ... 129,251,467 
Subtract for decrease in production etc., 19,251,407 

Austria should therefore pay £110,000,000 

For comparison with Germany the following figures as to saving are of interest:— 

Joint Stock Bank Deposits (1911) £47,280,375 
Saving Bank Deposits (1911) 264,992,042 
Post Office Savings Banks (1912) 26,836,780 

(b) HUNGARY. 

Austria^ revenue was £132,2.18,000 in 1912. 
Hungary's ,, ,, 81,455,000. 
If, therefore, we access the Hungarian Kingdom 

(S) 3/5ths what Austria has to pay we shall find 
that she should contribute £66,000,000 

For Austria less the two joint items pays 110,000,000 



AUSTRO-HUNGARIAN INDEMNITY. 

Saved from Joint Military Expenditure £5,000,000 

By River Traffic (freight) £7,243,751 
tt (passenger) 114,013 
V Eailways, receipts (50 per cent.) 21,802,500 
1 ) Post and Telegraph Letters (possibly)-... 5,000,000 

Samples etc 829,437 
)) 

Newspapers 668,530 
j j Ordinary Packets 348,252 
t) Money Packets 31,479 
j j Money Orders paid in 227,926 

Telephone Calls 1,502,796 

?; 

?? 

Telegrams... 99,442 
Shipping 8,522,104 
Land Tax... 3,707,280 
Crops 24,800,585 
Animals kept (but including silk produced) ... 13,786,947 u 

Mineral Eoyalty 1,468,939 ; j 

?? Furnace Products 746,719 
)) Fisheries 86,605 
j; Beer Tax 23,189,812 

Alcohol 8,013,175 
* j Suga.r etc., ... .: 475,178 
)) 

Tobacco Tax 1,379,997 
Increase in direct taxes 50 per cent., 10,206,000 
Joint Imports on 1913 figures 7,071,650 

Total ... £141,323,117 
Less Common Items ... ... ... £12,071,650 

Austria's Share £129,251,467 
Allow for reduced production etc., 19,251,467 

Austria should pay £110,000,000 

)) 



III.-BULGARIA AND TURKEY. 

In the case of both these countries a somewhat different method must be adopted than 
is necessary in the case of Germany and the former Austro-Hungarian Empire. 

These two States were largely industrial and whereas Bulgaria and Turkey are back
ward States with, nevertheless, great potentialities, Bulgaria, on the whole, is fairly sound, 
and (her administration has, in the main, been fairly honestly and well run, while Turkey 
is thoroughly unsound financially, largely because of a corrupt and incompetent Government. 

Both, however, possess great potential wealth and the policy of the Allies should be to 
develop these with the avowed object of obtaining an increased revenue from which an annual 
instalment for.the indemnity could be obtained. 

To do this the soundest policy appears to be that outlined below which practically 
means :— 

(1) Placing the Allies in charge of the revenues of these two States in the position 
of the Administrator of a bankrupt firm. 

" ... ' ' 

(2) Take over all loans, treasury bills, etc. due to Germany as part of Germany'^ 
investments abroad; the total to be deducted from the amount of indemnity Germany 
has to pay to the Allies. This step is essential if we are to rescue Bulgaria and Turkey 
from the grip of Germany. 

-

(3) Deal with the inflation of the currency in Turkey and. if necessary, in Bulgaria 
also, on the lines laid down later. 

(4) Claim that all present railways and all future concessions for methods of 
penetration with Turkey or Bulgaria should be reserved for the Allies and similarly all 
mineral or land concessions also. The Allied Board of Control to have power to 
allocate'such concessions to private companies, etc., if desirable on condition that such 
bodies shall pay an annual royalty or percentage or make some other similar financial 
return to the Board of Control, which sum should be set aside towards the annual 
instalment of the indemnity. 

From these sources it should be quite possible to raise an average sum annually from 
Bulgaria of about £31,000,000 for forty years, making a total of £1,240,000,000, while from 
Turkey at least twenty-one millions annually could be raised, making a total over forty years 
of £840,000.000. 

A METHOD OF STABILISING TURKISH FINANCE. ' 

In order to bring order out of chaos drastic methods appear necessary in the case of 
Turkey. It is therefore suggested that the following steps should be taken. 

As regards our claims on the Turkish Government for goods and properties requisitioned 
and seized by them, the conditions of peace should provide that the loss due to the depreciated 
currency should be borne by the Turkish Government. It is believed that most of the claims 
have been made in sterling and they should be paid in sterling. 

The £1 sterling currency note to-day is worth P. 350 paper 

The £1 sterling in gold fetches P. 498 paper. 

The tendency is towards further depreciation. 
-

Naturally this cuirency question is the burning problem of the day. The only solution 
is the very drastic one of withdrawing the about £T.160,000,000 of floating paper and replacing 



it by a new paper issue of £T.40,000,000 (guaranteed by the Allied Powers) in the proportion 
of. say four of the old paper to one of the new, making the former illegal tender after a 
certain date. 

The Allied Powers would take over from Germany (as part of the indemnity) Turkey's 
debt to her, and the German treasury bonds (which are payable in gold) foi-£T.160,000,000
given to Turkey as a guarantee for the currency issue-would be collected and administered 
by the Allies as they fall due in five to eleven years in order t o  

1. Withdraw the new issue of £T.40,000,000. 

2. Meet Allied claims of all sorts. 

3. Cover the loss on remittance of past and future coupons on Turkish loans, e t c ! 
4. Meet other contingencies. 

Turkey would be left with her pre-war debt only and her financial equilibrium would be 
possible. The currency problem would be solved and a stable position brought about. 
Allied claims etc. would be met and paid by advances against the £T. 120,000,000 of 
German Treasury bonds in the hands of the Allies (£T.160,000,000-£T.40,000,000 for the 
new issue). A consortium of banks might be entrusted with this operation for account of 
the Allied Governments. 

The scheme is drastic but it presents a radical solution. 

Such a drastic reduction of currency does not appear to be so essential in the case of 
Bulgaria, but a similar control of her entire revenue would be necessary and the whole of 
her war debt, which is now about £T. 300,000.000 would, as above stated, be taken over by 
the Allies as part of the German indemnity and the interest paid by Bulgaria to the Board 
of Control. When doing so, howrever, a careful investigation would have to be made into 
the conditions under which Germany made these advances so as to ascertain whether the 
conditions as to repayment, etc. were reasonable. 

As bearing upon this subject, a few details of the debts of Bulgaria and Turkey are 
given below but the very latest figures are not yet available. 

The total debt of Bulgaria in April, 1918, was ... c. £320,000,000 
The pre-war debt was c. 26,000,000 

Against which can be set such assets as the State Railways, Harbours, etc. 
Therefore we may assess her total war debt as ... ... 294,000,000 
Her revenue in 1912 was - ... 7,600,000 
Her revenue in 1918 was 19,244,000 

(which may be expected in the near future to be considerably more). 

In short, Bulgaria is solvent at present; Turkey, on the contrary, is bankrupt owing 
to mal-administration, farming of the taxes, etc. 

In March, 1917, Djavid Bey estimated that Turkey's 
peace revenue would be about ... ... £T.27:000,000 

Her expenditure about £T.41,000,000 
In 1914 her external debt was £T.150,000.000 
In 1918 her external debt was ... £T.350,000,000 
And the interest due £T.21,000,000 

as against £9,000,000 in 1914. 

In addition up to April, 1917, £T.85,295,940 was issued in the shape of paper. Of 
this £T.75,000,000 is to be recalled within twelve years and is covered by German Treasury 
bonds. Since then the total has been increased to the figure given earlier on. 



It must also be pointed out that since large areas of old Turkey are to pass under fresh 
control, it follows according to former precedents that they will have to bear their proportion 
of Turkey's pre-war debt and also probably of the indemnity now due A If some of these 
areas pass actually into the hands of one or other of the Allied Powers, lAvill be open to them 
to collect their quota from their new subjects or not as they think best; but any action of this 
sort will in no way effect the share of other members of the Alliance. 

Thus, with her pre-war debt reduced, her currency restored and an able and honest 
administration of her revenues established, Turkey should speedily become a prosperous 
State. At the same time, the working of the various concessions granted by the Board of 
Control will not only result in an entirely new revenue to be devoted to paying off the indemnity 
but also increase the prosperity of the people in Asia Minor. 

Finally, the fact must be emphasized that in Bulgaria and even more in Asia Minor, 
there are numerous natural resources only awaiting development, the output from which, 
besides raising a revenue and benefiting the native population would confer a great benefit also 
on the whole industrial world, which needs badly many of the raw products now lying almost 
untouched, 

TOTAL OBTAINABLE. 
Therefore Germany should pay annually £600,000,000 
Austria and Hungary 188,000,000 
Bulgaria 31,000,000 
Turkey ... 21,000,000 

Grand total annually £840,000,000 


