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Glossary

Yalta, Crimea Conference, early 1945.

Potsdam, Tripartite Conference at Berlin, July 17 to August 2, 1945.

Preparatory Conference, Tripartite Preparatory Conference on Reparations,
October 29 to November 14, 1945.

Paris Conference, Paris Conference on Reparations, November 15 to December 21,
1945,

IARA or the Agency, Inter-Allied Reparations Agency, Brussels.

FEA, Foreign Economic Administration.

Control Council, Control Council for Germany.







As many of you know, I was with the Department of State from soon
after Pearl Harbour to the spring of 1946 when University officials
tactfully suggested that my leave of absence might be terminated. Their

.pétience in permitting a leave of almost four and one-half years was greatly
appreciated. After about one-third of a century, I am still interested
in the problems on which we worked during the war years and especially
the problems of reparation and restitution in view of economic conditions
in the allied nations at the end of the war. In early 1945 we had in-
vestigated the needs of our allies to which reparations might contribute.
President Roosevelt on January 20th had asked Judge Samuel Rosenman to
undertake a mission to Western European countries to determine civilian
supplies needed in liberated areas. The mission, of which I was a member,
had two members from the State Department, two from the War Department,
one from Treasury, and two from the Foreign Economic Administration (FEA),
as well as a few staff people. We conducted an intensive preliminary
survey in Washington until February 9th and then left for London. On the
night of our arrival, Judge Rosenman received a cable from President Roose-
velt, who was in Algiers on his way home from the Yalta Conference, which
requested that he join the presidential party immediately. He went back
to the USA with the President on the Quincy and did not return to the
mission until March 4th. Sc we stayed in London much longer than we had
expected and used the time reasonably well in talks with British officials
on economic conditions in the UK. From March 4th on until early in April
we had many discussions with officials in six countries and a memorable

briefing at Shaef Headquarters in the Palace at Versailles. As personal
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Planning for Repération and Restitution

Determination of US Policy

Discussion on reparation started in the Department of State and later
in an interdepartmental group long before the war was over. At one of the
first meetings the experience after WW I was reviewed. Then our policy was
to obtain maximum compensation in fixed monetary payments over a period of
years, actually through more exports than imports by Germany, what we call
a favorable balance of trade. Germany then was in no position to make
payments other than through trade surpluses. You may remember the dismal
record of these reparation and war debt payments during the inter-war
period. Allied demands on Germany were unrealistic. Lord Keynes in his

book, Economic Consequences of the Peace, said that the reparations de-

manded by the allies after WW I were at least three times what Germany
could possibly pay through export surpluses. In fact, the reparation
burden was in part transferred to the United States in the form of
economic aid and repudiated loans. So the policy determined after WW II
stressed reparation in kind, i.e., in industfial equipment, merchant
marine, supplies of various sorts; and German foreign assets throughout
the world. The principal objectives were to hasten the recovery of the
allied nations and to reduce Germany's war potential. We wanted a single
pool of reparation in which all the allies would share equitably in re-
lation to their contributions to the war effort and we wanted it quickly
to aid in rehabilitation. But we did not favor a punitive approach, one
which would unduly hamper the reco?ery of Germany, as did the USSR. We
were somewhat ambivalent in our policy position but the USSR was not. It
wanted huge reparations and had no concern for the rehabilitation of Germany.

We wanted reparations but also the economic recovery of Germany and both,
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On April 27th Edwin F. Pauley of California was appointed by President
Truman to be his personal representative on the Allied Commission on Repara-
tion which was established at Yalta and Isador Lubin, Commissioner of Labor
Statistics, as his associate. Pauley was to be head of the American dele-
gation to the Commission meetings. From the time of their appointment to
mid-July, Pauley and his staff spent much of their time in Moscow. His re-
port indicates that little if any progress was made in reconciling the
diverse positions of the USSR and the common position of the Western Powers.
Pauley's final report on the negotiations in Moscow was not released until
August 30, 1945, i.e., after the Potsdam Conference was over. It was a
record of almost complete frustration in the attempt to reach a common

position, but it did set the stage for Potsdam.

The Potsdam Conference

The Tripartite Conference of Berlin, usually referred to as Potsdam,
was by all odds the most important of all allied post-war conferences.
It convened on July 17th, 1945 and closed on August 2nd. Truman, Stalin,
Churchill (and Atlee) were there; also Byrnes, Molctov, and Eden (and
Bevin); the chiefs of staff and many advisers. The conference was inter-
rupted for two days during the British elections which were won by the
Labor Party. Churchill was deposed and the new Prime Minister, Clement
Atlee, together with the new Secretary of State for Foreign Affairs,
Ernest Bevin, came to the conference on July 28th. But it is doubtful
if this change in leadership had any influence on the deéisions of the
conference. As a precautionary measure, Churchill had taken Atlee to the
conference as a member of the British delegation.

It was at Potsdam that the USSR and the US, UK, and France as a group

met head on at high level in an attempt to get some measure of agreement
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reparations shall be met from the western zones and from appropriate German
external assets.“l So the desire of the western allies for a single repara-
tions pool was disregarded. The distribution of reparation agreed upon was

as follows:

USSR and Poland: All removals from the USSR zone, actually anything
they wished to take; German external assets in the USSR, Poland, Hungary,
Rumania, Austria, and Finland; 25% of the industrial equipment removals
from the other three zones, 10% free and 15% in an exchange for an equiv-
alent value of food and raw materials; one-third of the German merchant
marine; but no claim on the "gold pot."

Other Allies: German external assets in all other allied countries,
also those in the hands of the neutral countries; 75% of the industrial
equipment to be removed from the US, UK and French zones; 66-2/3% of the
merchant marine; the USSR reciprocal delivefies of food and raw materials;
the gold; and miscellaneous supplies from the western zones.

Further, the report specifically stated in Section IV, 5 and 6 that
the amount of equipment to be removed from the western zones on account
of reparations must be determined within six months after August 2nd when
the conference closed; and that the removals had to be completed in two
years after the six-month period allowed for designation. This became a

very important decision as later events indicated.

Paris Conference on Reparations

The Potsdam Conference set the stage for getting reparations under
way. So on August 27, 1945 the US, UK, and France jointly invited their

allies, other than the USSR, to submit data on their reparation claims

lIbid, p. 6.
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So what came to be known as the Tripartite Preparatory Reparation Conference
was most helpful. Not fully, but in part, it prevented disruptive con-
frontations among these three major powers before the other fifteen dele-
gations in the plenary sessions.

The Task of the Conference. At Potsdam the first division of repara-

tions, that between the USSR and all other claimants as a.group, had been
made and the sources identified. Then the principal task, simply stated,
was to divide the reparations equitably among the eighteen members of this
group and to make restitution when that was appropriate. The task was not
to determine the amount of reparation in any category. Reparations could
not be fixed in exact quantitative terms in advance but ultimately were in
large part the result of decisions by the Control Council for Germany pre-
sumably in accord withvthe policies approved by the Allied Commission on
Reparations. However, final approval for the determination of assets for
removal from the zones rested with each zone commander. As we shall see
shortly, General Clay, commander of the US zone did not hesitate to use
hi; authority, perhaps unwisely. So the conference had to divide unknown
quantitites in most categories among the allies, and thus had to do so on
a percentage basis.

The second major task was to plan an organization to take control of
the reparation assets as they were released by the zone commanders, to
determine to which of the claimants they should go, and to expedite delivery.
So plans were drawn up for an Interallied Reparation Agency (IARA) tc be
established in Brussels. In regard to some reparation categories, notably
German external assets, the zone commanders had no control so the Agency
was free to act independently in acquiring sucn assets and for arranging

for their distribution. The conference had many other tasks as the records
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Early in negotiations the decision was made to have two categories of
reparation, A and B. The A category was to include all reparation other
than the removal and distribution of industrial plants énd facilities from
Germany and merchant marine ships. These were placed in the B category.
In a sense a choice was given. The United States and Canada had little
interest in B reparations, much interest in A. In contrast, our Western
European allies were much interested in the possibility of securing German
industrial equipment. Merchant marine ships were also placed in a special
category but for accounting purposes were placed in B.

First, the shares of the US, UK and France had to be determined. This
problem had been under consideration before the conference convened. The
UK argugd for a 30%, 30%, 15% split leaving 25% for all other claimants.
The problem was a political one as well as economic, and France was the
problem. The French took the position that her reparation acquisitions
should be relatively high as a recognition of the severity of her war
damage and the reestablishment of her status as a first rank power. The
UK took the position that France should be debited on reparation account
because of her extensive use of prisoner of war labor for reconétruction.
France ‘was a defeated power and her contribution to victory over Germany
was relatively minimal. Also, the results of her statistical computations
were suspect because war damage was seriously overstated. In negotiations,
the percentage for France in Category A ranged from 15% to 21%, the lower
figure favored by the UK. The US delegation suggested that the French
share should be 16%, and this compromise was accepted. In reference to
Category B France was given 22.8%. Apparently there was a trade-off here
whereby France was given a higher share in B to get acquiescence to a low

share in A.
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TABLE I

1
TABLE OF REPARATION SHARES GRANTED

Category A Category B

Albania .05 .35
United States of America 28.00 11.80
Australia .70 .95
Belgium 2.70 4.50
Canada 3.50 1.50
Denmark .25 .35
Egypt .05 .20
France 16.00 22.80
United Kingdom 28.00 27.80
Greece 2.70 4.35
India ) 2.00 2.90
Luxembourg ’ .i5 .40
Norway 1.30 1.90
New Zealand .40 .60
Netherlands 3.90 5.60
Czechoslovakia 3.00 4.30
Union of South Africa .70 .10
Yugoslavia 6.60 9.60

TOTAL 100.00 v 100.00

4

'LReparation from Germany, Final Act and Annex of the Paris Conference on
Reparation, Department of State Bulletin, Vol. XIV, No. 341, pp. 114-124;
also see John B. Howard, The Distribution of Reparation from Germany,
Department of State, Publication No. 2584, European Series 12, 1946.
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negotiations far beyond the 36 days actually used were manifold. At times
conflicts of interest did threaten the conference with disunity. At times
there was very rough negotiation and, as the usual peacemaker, even the
American delegation became irritated and distraught. At one meeting at
which our irritation became apparent General Pope, the Canadian delegate
who was sitting nearby, passed a note to me entitled, "Seven rules of
diplomacy," and then he had written "patience" seven times. That helped.
Only once in my memory did the moderator of the conference, Jacques Rueff,
take off his hat as moderator and presiding officer, put on his hat as the
French delegate, and speak his mind in no uncertain terms. Fortunately, no
one took issue with him. Conflicts were always overcome through compromise
and a remarkable spirit of cooperatioh and. goodwill somehow was achieved.

But, to be more specific, I would list six factors which contributed
significantly to the success of the conference, as follows:

(1) The USSR was not a participant in the conference.

(2) The conference had excellent leadership in the delegates of the
Inviting Powers; Jacques Rueff of France who also served as Chairman of the
Conference, Sir David Waley of the UK, and James W. Angell of the US. Rueff
was excellent as presiding officer at conference meetings, and, as the

'French delegate, somehow persuaded his government to make necessary conces-
sions; Sir David exemplified all the best traditions of the British Foreign
Office. Mr. Angell was an excellent choice for this assignment and very ef-
fective in negotiation. Both he and Jacques Rueff were good economists and
this was primarily an economic conference although there were many political overtones.

(3) Only three nations called the conference, the US, the UK, and
France; also they held most of the reparation assets or were in position
to get them for they were the occupying powers and they could and, pérhaps

did, impose their combined will on the other participating allies.
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authority. Later we learned that an influential person in the Department
had prompted this attitude. So we accomplished very little in Berlin, if

anything. We did see the devastation of Berlin which was almost unbelievable.

Implementation of the Paris Agreement

By the beginning of 1946 the stage had been set for reparation and
restitution. Now we turn to what actually happened during the next five
years, that is, to what extent the agreement was enforced. It is a long

story and only the highlights will be mentioned.

Establishment of the Inter-Allied Reparation Agency (IARA)

The IARA was established in Brussels on February 28, 1946, with Jacques
Rueff of France as president and Nigel Sutton, a very able British national,
as Secretary General. There were eighteen delegations to the IARA which,
together with their staffs, the Secretariat, officers, etc., formed a group
of about 200 persons. It had responsibilities much broader than the mere
technical implementation of the Paris Agreemené. It was also the point of
contact between the member governments and the Control Council for Germany

in the overall allocation process.

German Merchant Marine Distribution

A Tripartite Merchant Marine Commission had been established at éotsdam.
It determined that losses of the allies had been 23,608,000 gross tons and
that 1,189,600 gross tons of sea-going ships would be available for repara-
tion. The USSR was to get one-third; the members of the IARA, two-thirds.
It had at its disposal 254 ships with gross tonage of about 750,000.. But
some of these ships were not seaworthy and, in fact, 686,344 gross tons

were distributed to IARA members in proportion to their losses. The UK

losses were 46.04% of the total; the US, 17.82%; Norway, 10.14%; other



suteTo oyl jo AoewrlTbeT ©Y3l jo sTsATeue ybnoioyz Io3Je ‘pue SaSSOT

p{&b UO UOTJFBWIOJUT UTPIqO O3 SIDquISW YIVI TT® O3 JUSS Sem aiTeuucTlsanb

e /p6T ATenigsd UI °UOT3IN3TISOI I0J STUeTTIRAR PTOH JO Junouwe Teijuels

-qns B SeM ax8Yy3z os ‘-burdssieies J10J SOTIJUNOD IBYIO 03 JUSS peY SUBULIDD
9yl yoTym prob burjetazedex pue HuTpury Y3lTM pobieyo osTe sem 31 -drysieq
-wow HuTpioy SeojzebsTop Yousid pue ‘N ’én 9U3 U3TM ‘YHVYI oYz jo juspuadspul
peysTIqeass sem asodand xeTnorixed STY3 I0J UOTSSTUMOD 93T3xedTil Y |
a"93ep oTqTssod 3soTTIe® 8yl 3P ‘USTT IO 2DURIqUNOUS INOYITM ‘Axosyl

y30d pTob, Y3z uo sisuMmo TNIJIYLTI Syl 03 paxolsax ag TITM SINSESI] pue PIoo,
JeU] UOTSTOSp ®B payoeal pey SN 9yl eyl saTjejusssadey uedTIawy oYl poTqed
YyagT 3Isnbny uo @3e3s jo Axe3aidss 8L “oTqesTApeul pue oTqeot3zoexdur XorTod ®
yons pauwral ‘uo3lAe(d TITIM ‘®3e3S JO AIe39109S JURISTSSY 3ng SOTTTR I9Y30
Jsurebe swreTo SN 3IsuTebe USTT ® Se pTaY oq pTob syl 3eyz peysebbns AeTned
I9UOTSSTUMIOD éuorqe:edeu *OS Op 03 8s00UD J0u PTIP 3T Ing ‘sn ayz Aq
psuTed pue A300Q Ies SB PIISPTSUOD U9Sq 9ARY PTNOd pTob sTyz jurodpuels
Téﬁat A1eand e woxg -eouerd 03 pebuOTSq 3T JO 3Sow INg ‘ILSTO JOU SBM
dTysIoumo sny3z pue 90INOS 03 Se STeTITIUSPT ATIRSTO 30U Sem prob ay3 Jo
ISOW  "000‘000‘0GZ$ IO SS8OXe UT SNTRA POJRWTIISS UeR pey aInsesi] I9yjo pue
PTOb STYL °90INnOS pawrojuT swos woij dT3 © UO SUTW 3ITES ® WOIJ S92I0J

psure sn 9y3z Aq paanideo sem pjob Axe3zsuow sy3j jo TTe ATTeoT3oead

'pros ATZe]9UOK JO UOT3IN3T3ISaY

*9ST ueWI®) IOF 39T 9I9M Aoyl pue peyTessad juswbpnl 93399 Ing
Tood uotjexedsx ay3z ut ATTeT3TUT oxom sdiys i0dsues] 1o3em pueTUI ‘9O%6T

‘yagg Ael uo ATquessy WYYI oYz Aq pesoxdde sem UOT3EOOTT® SYL °S9SSOT JO 3¢

ueyy sxow jou pejussaidsx sdTys o uoTjeaedsy 397 ‘ISPUTRWSI DY3 ‘SIUPWTETO

_8'[._



-19-

restitution was made to the rightful owners from whom it had been looted by

1
the Germans.

Distribution of Non-Monetary Gold

Article 8(A) of the Paris Agreement stated that "A share of reparation
consisting of all non-monetary éold taken by the allied armed forces in
Germany and, in addition, a sum not exceeding $25,000,000 shall be allo-
cated for the rehabilitation and resettlement of non-repatriable victims
of German action."2 These funds were to be made available by IARA. Their
use was determined by another international group established for that
particular purpose. This group reported its plans for disbursement on

July 14, 1946.

Reparation through Seizure of German External Assets

Germany's external assets in the territories of allied governments
were seized by them under authority given through national legislation,
and the Paris Agreement gave international sanction to such seizures.
Each government had the responsibility for informing the IARA of the
value of these assets. The Agreement stated that these values should
be charged over a five-year accounting period to the reparation accounts
of the member governments in which the assets were located. The total
value of these assets in 1938 dollars was approximately $300,000,000.

Liquidation of the German assets in the neutral nations presented
much more difficult problems. Most of these assets were in Switzerland,
Sweden, Spain and Portugal but in many other nations also. Their value

in 1938 dollars was about $125,000,000. The Paris Agreement provided

lTripartite Commission for the Restitution of Gold, Questionnair
on Gold, February 1947. -

%Ipid., p. 13.
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Potsdam Agreement. But the unwillingness of the USSR even to attempt
economic unity and the stalemate over reparation from current production
almost brought the removals program to a standstill. Two months after
negotiations began, in May 1946, General Clay announced that no further
action on designations for removal or deliveries from the US Zone would

be made until economic unity had been achieved. The British and the French.
Zone Commanders, without making official declarations, adopted the same
position. Obviously, it was a power play to bring the USSR in line but

it did not do so. What it actually did was to hold up the removals pro-
gram for most of 1946 and on into 1947. Equipment from 72 plants was
released to the IARA before the Clay pronouncement and in November machine
tools from 51 plants were placed at the IARA's disposal. Yet the removals
program was delt a body blow by the Zone Commanders from which it never
fully recovered.

Shortly after the Marshall Plan for aid to Western Europe was an-
nounced on June 5, 1947 the British and American Zone Commanders announced
a revised plan for removals of industrial equipment whereby capacity equal
to that of 1936 would be left in Germany. This reduced the number of
plants which could be dismantled for reparation from 1,800 to 858. Then
our Congress got into the act. In a House Resolution (No. 365) of the
Eightieth Congress the secretaries of State and Defense were requested
to transmit to the House of Representatives at the earliest practical
moment certain information, specified in eleven questions . . . regarding
the removal of industrial plants from Germany by way of reparation. A
detailed answer was given by the Under Secretary of War, Robert Lovett,
dated January 4th, 1948.l Senaror Vandenberg, the Chairman of the Senate

lRemoval of Industrial Plants from Germany by Reparation, Letter to the

Speaker of the House of Representatives from Under Secretary Lovett, February 8,
1978, Department of State Bulletin, Vol. XVIII, No. 499, pp. 185-90.
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reciprocal deliveries of food and raw materials. A small amount of equip-
ment had been delivered but receipts of food and raw materials from the
USSR had been only about 10% of an equivalent value. After the Berlin
Blockade began in April 1948 no further deliveries were made. By that
time it was fully apparent that the USSR would not comply with the pro-
vision of the Potsdam Agreement that Germany should be treated as a single
economic unit. So the Western Occupying Powers turned this equipment,
which had been accumulating for two years or more, over to the IARA for allo-
cation to its members.l The total amount of industrial equipment removals
was about 1,200,000 tons.

Now let me recapitulate briefly. Reparation through the removal of
industrial capacity was the keystone of the reparations program. Its
principal objectives were to reduce Germany's war potential and to aid
in the economic recovery of the allies. Just why did it fail to reach
its potential? The hiatus caused by General Clay's decision to halt
removals in an attempt to force USSR compliance with the Potsdam Agree-
ment was the first roadblock. Then dismantling and removals could have
been made without too much resistance. But two years later éressures
against the program were exerted from many quarters. Removals were
attacked in Congress and in the House of Commons. Interested parties
in Germany carried on a systematic propaganda campaign against further
removals. German officials became non-cooperative and were able to
postpone or halt the dismantling of many important plants. And once
postponed no later action was usually taken. German owners, managers,
and workers were reluctant to obey Zone Commanders' orders. They slowed
down the removals programs and time was on their side. Strikes were both
frequent and effective on dismantling projects. Actually the Zone Com-

manders had lost full control of the éituation.

1 \
New York Times, December 4, 1949,
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substantial overdrafts while others were far short.l However, this was
not the fault of the IARA, for everything was done within its power to
expedite deliveries. It was expected that allotments of machinery and
equipment would permit adjustments so that each nation would get .
reparation approximately in accord with the Parié Agreement but the
reduction in removals made this impossible.

In the last meeting of the IARA Assembly it considered a proposal
that countries with overdrawn accounts should reimburse the Agency to the
extent of their overdrafts and that payments should be made to those
countries with underdrawn entitlements. After long debate these pro-
posals were not accepted. To my know}edge nothing has ever been done
to achieve a balance between entitlements and actual receipts on repara-
tion accounts. .Perhaps an imbalance was inevitable when politicai con-
siderations upset reparation plans for the acquisition and distribution
of reparation assets.

The dismantling and removals program was officially terminated in

late 1949. 1In the June 1951 Report of the Assembly of the Inter-Allied

Reparation Agency to Its Member Governments it was stated that "Apart

from the securities and currencies issued in the territories of member
governments and found in Germany, the assets which the IARA still ex-
pects to be received are shown in Schedule I, and consist entirely of
the remaining proceeds of the liquidation of German assets in certain
neutral and ex-enemy countries. The sources of these assets and their
estimated amounts are based on such information, official and unofficial,

as IARA has been able to obtain."2
1
See Table II that follows on page 26.

2 . . . .
Part Five, X. Assets Which Are Still Expected to Be Received by
IARA, p. 30.
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So the work of the IARA was largely completed within a five-year span,
1946-51. The last Assembly meeting on November 19, 1959, in conformity
with Part II of the Paris Agreement, terminated the existance of the Agency;

a liquidator was appointed who made his final report in September of 1961.

Final Comments

It is difficult adequately to appraise the reparation and restitution
program as planned at Yalta, Moscow, Potsdam, in Paris at the Reparation
Conference, and as administered by the Inter-Allied Reparation Agency in
Brussels for the allied governments other than the USSR. Surely the allies
were benefitted greatly by the prompt acquisition and distribution of
the German merchant marine ships in early 1946; by the restitution of the
monetary gold; by the distribution of captured supplies and other materials
susceptible to civilian use; by the appropriation for the aid of non-
repatriable victims of German action; by the acquisition of German invest-
ments, both in the hands of the neutrals and in the allied nations; and
even by the.much less than expected acquisition and distribution of
machinery and equipment through the dismantling and removals program.

Our policies on reparation and restitution formulated during the
last years of the war and in large part agreed to by our Western allies
still seem sound and defensible. The concept of a single reparation pool
was thwarted by the USSR but embraced by our other allies. Also repara-
tion demands were based upon Germany's capacity to pay and thus were
realisitc in marked contrast to those imposed upon Germany afterVWorld
War I. It is significant that reparation was largely completed in a few
years even though negotiations with the neutral nations lasted through
the 1950-59 decade.

Ann Arbor, Michigan D. Maynard Phelps
September 10, 1979



